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1. SCOPE OF THE "S" PILLAR (FOUR DOMAINS)

Domain

Labor Practices

Human Rights

Community Impact

Social Well-Being

Core Operational & Stakeholder Focus

Fair wages, reasonable hours (48-hr ILO baseline),
OHS, freedom of association, diversity, non-
discrimination, collective bargaining.

Value chain due diligence, forced labor prevention
(debt bondage, document confiscation), child
labor prohibition (<18 hazardous, <15 general).

Social License to Operate (SLO), local economic
benefit-sharing, indigenous/local consultation,
grievance mechanisms, public health.

Occupational health & safety (ISO 45001),
psychosocial risk management (ISO 45003), mental
health (EAPs), workforce retention.

Driver

Mandatory Laws

Financial Risk

Capital & Market

Value Creation

CORE HUMAN RIGHTS ISSUES & HIGH-RISK OPERATIONAL SIGNALS

Issue Area

Forced Labor

Diagnostic Signals & Legal Defect Patterns

Debt bondage, document confiscation, movement restrictions, wage theft,
coercive working conditions. Critical ILO violation triggering immediate

escalation.

2. WHY SOCIAL ESG IS MATERIAL IN 2026

2026 Commercial & Financial Impact

Supply chain transparency & due diligence
mandated across jurisdictions: EU CSDDD, UK
Modern Slavery Act, CA Transparency Law, German
Act.

Forced labor enforcement, community blockades,
talent attrition, and litigation create severe financial
exposure and asset devaluation.

Institutional investors, institutional credit covenants,
and enterprise customers demand audited supply
chain human rights compliance.

Proactive social performance drives human capital
retention, operational resilience, lower incident
costs, and stakeholder loyalty.

High-Prevalence Sectors

Agriculture, garment, fishing, domestic
work, construction.

Child Labor

Freedom of Association

Fair Wages & Hours

Safe & Healthy Work

Non-Discrimination

Employment of workers under 18 in hazardous work, or under 15 in other
work. Exploitative practice depriving education and causing harm.

Restrictions on union organization, collective bargaining, and right to strike.

Unlawful interference by supplier management.

Failure to pay living wage (basic needs of worker + family), excessive
overtime exceeding 48-hr ILO weekly baseline, unpaid overtime premiums.

Absence of hazard elimination, missing PPE, lack of emergency
preparedness, unmonitored occupational illnesses and injuries.

Discrimination by gender, race, ethnicity, disability, sexual orientation,
pregnancy. Gender pay gap, leadership exclusion.

Agriculture, manufacturing, mining,
seasonal labor.

Garment, electronics, authoritarian
jurisdictions.

Low-wage manufacturing, logistics, retail
supply.

Heavy manufacturing, mining, agriculture,
construction.

Cross-sector value chain operations and
subcontractors.

EU CSDDD SIX-STEP HUMAN RIGHTS & ENVIRONMENTAL DUE DILIGENCE

Step 1: Risk Mapping

Map full value chain: tier-1 suppliers, upstream
subcontractors, and high-risk
geographies/commodities.

Step 4: Mitigation Planning
Develop preventative action plans, supplier capacity
building, living wage commitments, and CAPs.

Step 2: Stakeholder Engagement

Consult directly with affected workers, local trade
unions, and vulnerable community representatives.

Step 5: Grievance Mechanisms
Maintain accessible, confidential grievance channels

with timely investigation and proportionate remedy.

Step 3: Impact Identification

Systematically assess actual and potential adverse
human rights, labor, and environmental impacts.

Step 6: Transparent Reporting

Public disclosure on due diligence progress,
identified risks, remediation outcomes, and director

liability.

Critical Labor Violation Escalation Trigger (Article Rule): Discovering forced or child labor triggers immediate mandatory escalation: cease purchasing, notify
legal authorities, establish victim support (restitution, legal aid, rehabilitation), investigate buyer pressure root causes, require 3rd-party monitored remediation, and
terminate supplier if remediation fails.
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3. SOCIAL LICENSE TO OPERATE (SLO) FOUNDATIONS

SLO reflects implicit/explicit permission granted by local communities based on
perceptions that the company is legitimate, credible, fair, and respectful.

R g Implementation Mandate

Practice
Transparent Community consultation before major decisions;
Engagement local languages/formats; genuine voice in project

design.
Benefit-Sharing Equitable distribution of economic benefits (local
jobs, procurement, infrastructure funds, vulnerable
groups).
Accessible channels for community concerns;
timely investigation and proportionate remedies.

Grievance Resolution

Long-Term
Commitment

Sustained presence, demonstrated follow-through
on commitments, adaptive management.

4. SLO EROSION WATCH (EARLY WARNING SIGNALS)

Monitor six early indicators to prevent operational shutdown and asset
devaluation:

+ Community protests or blockades: direct physical or logistical disruptions.

« Adverse regulatory / political change: municipal permit halts, zoning shifts.
+ NGO campaigns & critical reports: public scrutiny of community effects.

+ Adverse media coverage: investigative reporting and social media exposure.
o Supply chain disruption: upstream vendor conflict or community shutdowns.
« Recruitment challenges: local workforce refusal or talent attrition.

2026 REGULATORY LANDSCAPE & MANDATORY DISCLOSURE REGIMES

Mandate / Standard Jurisdiction & Scope

EU CSDDD Large EU cos + non-EU cos with EU

supply chains (effective 2027)

UK & Global Transparency UK Modern Slavery Act, CA Supply
Chain Law, Germany Supply Chain Act,

France Duty of Care

ISSB IFRS S1 Adopted by 20+ jurisdictions globally

EU CSRD / ESRS ~10,000 cos (post-2024 Omnibus;

phased 2025-2028)

International OHS Standards (2018 /
2023)

1SO 45001 & ISO 45003

Core Social Requirements & Enforcement

Mandatory 6-step due diligence: human rights, environmental, anti-corruption.
Non-compliance carries financial penalties and director liability.

Mandatory disclosure of forced labor prevention, supplier auditing, risk
mapping, and remediation efforts across global supply chains.

General sustainability disclosure: material impacts on social capital (human
capital, stakeholder relations, SLO). Financial materiality disclosure.

Mandatory ESRS social standards: S1 (Own Workforce), S2 (Value Chain
Workers), S3 (Affected Communities), S4 (Consumers). Double materiality.

ISO 45001 (systematic OHSMS, hazards hierarchy, worker participation); ISO
45003 (psychosocial risks: work overload, lack of control, mental health).

5. DOUBLE MATERIALITY ASSESSMENT

Required by ISSB IFRS S1 and EU CSRD:

o Impact Materiality (Inside-Out): Significance of company's actual/potential
social impact on stakeholders (workers, communities, consumers).

« Financial Materiality (Outside-In): How social risks (talent loss, supply chain
halts, litigation, regulatory fines) affect financial performance.

6. GOVERNANCE & STRATEGY INTEGRATION

Four enterprise governance controls from the guide:

« Board Oversight: Dedicated board committee with explicit social
accountability.

« Executive Comp Tie: Incentive pay linked to labor, community & safety KPIs.

« Capital Allocation: Capex for safety/mental health; M&A labor screening.

o Enterprise Risk (ERM): Quarterly board reporting on social risks &
remediation.

CORE SOCIAL KEY PERFORMANCE INDICATORS (KPIS) TO TRACK

Labor & Supply Chain Community & Stakeholder

« Supply chain audit coverage & frequency

« Labor standard compliance & CAP rate

« Forced labor cases identified & remediated
* % suppliers with verified living wages

« Supplier diversity (women/minority-owned)
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* % operations with documented consent
« Local procurement & local jobs spend

» Community infrastructure investment

« Grievances received & resolution rate

« Community satisfaction / SLO index

Workplace Health & Wellbeing

« Injury rates (LTIFR, TRIR) & fatalities (zero)
» Workdays lost to injury or illness

« Psychological distress screening indicators
« EAP utilization & safety culture index

« Diversity breakdown & gender pay gap

« Voluntary turnover rate & retention
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