Human rights due diligence: Module 1

CEE+CA Summer Academy, September 26, 2022. Ron Popper
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Due diligence Is not a new issue for companies

Question: Do you have
experience of carrying
out due diligence? What
form did it take?

| Slide 2



The business case for Human Rights

Getting it right

Legal » Consolidates compliance » Costly, time-consuming cases
reputation
Reputation *Enhanced corporate reputation * Damage to brand

 Part of social license to operate *Bad media coverage

Business/ « Consolidates business *Loss of confidence among
Financial relationships business partners
* Minimises disruption » Stock price shocks
Employees *Want to work for moral, compliant <Low morale
company  Cost of hiring/training new staff
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Human Rights present in all parts of a company

Some examples

Core business

- Nature of products and impacts
Procurement on stakeholders

Ensuring respectfor labor and
human rights in supply chain

Sales/Customers

Human rights

ESG impacts of contracts due diligence
- Workin high-risk environments

Logistics/transport
Working conditions Oversight
Environmental impact

Real estate
Ownership of land

Board; Executive management
Risk management processes
Investor Relations

Legal/compliance

Governance, codesand
policies, grievances, remedy

Tax

Implications of avoidance
Human Resources

Diversity, equity, inclusion

Sustainability

Stakeholderengagement
Communications

External/internal reporting
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Changing stakeholder expectations

Governments

- Legal & material compliance
Employees

Fair treatment, equitable
compensation

No discrimination

Global

company

Communities

No adverse impacts
Effective engagement
Advancement of rights

Investors

Customers

- No bad publicity
- Robustrisk management

- Goodreputation
- Ethical sourcing

Suppliers

- Guidance on expected
performance

- Training and supporton
improvementplans
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New laws and guidelines: One key message for business

Companies must carry
out due diligence to
understand their human
rights risks and actual or
likely Impacts
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Due diligence: The process

1. Human rights due diligence is a way for enterprises to
proactively identify, prevent, mitigate and accountfor
adverse human rights impacts. Policy commitmentto
respecthuman rights (UNGP 16)

2. Due diligence process should include assessing actual
or potential human rights risks and impacts.

3. Enterprise should integrate and act upon its findings

4. Enterprise should track responses and communicate
how impacts are addressed
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Due diligence: Multitude of open sources

OSINT Landscape vi.....

Open Source Intelligence (/OSINV — Open Source Investigation)
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Internal leadership on human rights is key

»Tone from top vital

» Clear policy commitment

= Executive responsibility

» Embed in business processes

»Need to invest
= Research

= Training

= External support
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Human rights practitioners: The essentials

> Practitioners need to

» Be trained

» Be close to/in business

» Have right tools

» Have line management support
» Know what to do with findings

» Understand that risks will change

» Ensure consistent reporting
» Evaluate mitigation/remediation measures
» Have access to external support
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Due diligence: who to work with?

Working partners/stakeholder engagement

Business partners in value chain
Governments, local authorities

NGOs, civil society representatives
Affected communities

Human rights defenders

Professional organisations, trade unions
Academia

Independent human rights experts

YV V.V VYV V V V VYV V

Intelligence providers
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Due diligence: areas of focus

» Due diligence surveys will cover

» Impacts on people, environment

» Full range of human/labour rights

» Context: country, region, factory, site

» Workforce: Race, religion, gender etc.

» Sector: Varying risks in different industries
» Checklists cover full range of questions

» Pave way for corrective action plans
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Due diligence: common issues In the workplace

» Common issues in workplace

» Child/forced/trafficked labour

» Labour /contract violations

» Excessive overtime, delayed payments
» Poor working and living conditions

» Health and safety hazards

» Inadequate PPE

» Discrimination/harassment

» Freedoms curtailed (speech, assembly, bargaining)
» Retaliation against whistleblowers
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Exercise 1: Due diligence visit to supplier’s factory

You are carrying out a due diligence audit of
an iron and steel making supplier

» Question 1: What am | looking for?
» Which labour practices?
» What human rights issues?
» Otherissues?

» Question 2: Whatdo | do if the factory owner
» Denies access to the workers
» Denies accessto parts of the factory
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