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Welcome

Today's webinar will:

« Explain modern day slavery risks — and their implications for the toy industry

« Qutline legislation on modern day slavery, and other initiatives driving action
to tackle the issue

« Highlight the key steps to mitigate modern day slavery risks
« Help you take action with recommendations for the toy industry

ICTI
ethical to
0) program



Presenters
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We are passionate about
toys and the people who
make them. We work with
the toy supply chain to build
better lives for workers and a
stronger industry through
the ethical production of
toys.



Ethical Toy Program

The leading ethical sourcing program for toy,
play and entertainment industries

What we do
+ Set the standard for ethical toy manufacture

 Social Audits and Toy Factory Certification

+ Factory Training and Capability Building

* Programs for Worker Well-Being

» Worker Helpline and Support

» Collaboration to reduce duplication and tackle key challenges

1,200+ 15 1,000+

700,000+

factories in year’s brands and
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Brands we work with...
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.. and retailers
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What the Ethical Toy Program covers

Transparency

Discrimination

Modern Day Slavery

Underage Labor

Business Ethics

Employee
Representation

Environment and
Chemical Safety

Wages

Disciplinary Practices

Employment

Practices

Safety

Working Hours



What is Modern Slavery?

The term 'modern slavery' refers to any situations of exploitation where a

person cannot refuse or leave work because of threats, violence, coercion,
abuse of power or deception.

In supply chains it commonly in the forms of forced labor, debt bondage
or human trafficking.
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Modern Day Slavery types:

* Forced or compulsory labor involves
work or service extracted from any
person under the menace of a penalty
and for which the person has not

"Forced labour” or offered themselves voluntarily
“modern Slavery"? « Human trafficking concerns arranging

or facilitating the travel of another with
a view to exploiting them

- Debt bondage or bonded labor
occurs where workers pay high
recruitment fees and then must work
to repay their debts and cannot leave
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Scale of the problem

Slavery is illegal in almost 56% are in forced
every nation, but risks labor in their home
persist almost everywhere country

21 million people Over half of victims of

victims of forced labor,
J slavery are female
4,300 in Australia Y

Vast majority of victims Low skilled labor such
are exploited by as toy manufacturing is
businesses at risk

ICTI
- ethical t
t'a) program Y



A reminder of why this is important
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NEWS  POLITICS VO FINALSAY SPORT CULTURE VIDEO INDY/LIFE BLACK FRIDAY INDYBEST

Social compliance in the news since October 15t 2019

News » UK > Home News

Human trafficking victim referrals
surge almost 80% across UK amid
calls for heightened public awareness

« U.S. Detains Imports From 5 Countries Over Forced Labor
Suspicions (AP Wire— 1 October) i ©0O®
» Are we buying slave-picked tinned tomatoes? (Newsroom New - ¢
Zealand — 2 October)

« Workers exploited at farms supplying UK supermarkets: report
(Oxfam Behind the Barcodes) (The Guardian — 10 October)
 Australia urged to follow US, ban shipments of rubber gloves

over forced labour concerns -
* (Australian Broadcasting Company — 13 October) ‘We know most global companies have modern
« Why New Look is using Leicester supplier it dropped in 2017 s'a;e,ryf‘th's"pp'ycha'"s
following undercover Channel 4 expose (Leicester Mercury — "y TR
13 October)
« Workers making £88 Lululemon leggings claim they are beaten
(The Guardian — 14 October)
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I Supply Chain Risks

Low-cost manufacturing hubs can present high risk for forced labour, low wages and

excessive working hours

« E.g. China, Vietnam, Indonesia all score highly on forced labour indices

Modern slavery risks are acute in Southeast Asia linked to high levels of migration

« Recruitment fees and debt bondage is particular risk in this region

Migrant workers are highly vulnerable to labour exploitation. Where ethical recruitment

oversight is weak, opportunities for exploitation multiply
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Supply Chain Risks

Forced Labour Index

Syria
Iraq
Iran

Risk drivers:

» Prevalence of high-risk
and labour-intensive
India sectors with rapid turnover

: ; o ke rates and seasonal shifts
Nepal such as textiles and

M .
et manufacturing (e.g.

Vietnam).
Pakistan
— Afghamstan\ ‘dﬁ
Yemen
Somalia

High levels of poverty,
unemployment and
South Sudan discriminatory cultural
Sudan practices

© Verisk Maplecroft 2018

Extreme Risk High Risk Medium Risk Low Risk

legend  go00-125 W>125-250 W>250-375 M>375-500 M>500-625 W>625-750 M>750-875 M>875-1000 M Nodala
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I Supply Chain Risks

« Risks for Australian companies:

« The Global Slavery Index of Walk Free Foundation estimates there are
about 4,300 slaves in Australia

« The US Department of State notes that some migrant workers from Asia
and several Pacific Islands, recruited to work temporarily in Australia in
agriculture, construction, hospitality, and domestic service were found to
be in forced labour

 Australian companies may be implicated in using forced labour in
their supply chains through sourcing goods and services domestically
and internationally
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Regulation, legislation
and standards on
Modern Slavery

 Raft of new modern slavery legislation, regulation, and guiding
frameworks

« Growing pressure from governments, civil society, media and investors
to address the issue and promote transparency

* Beyond legal requirements and stakeholders expectations, there is a
business case for reporting on modern slavery.
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Modern Day Slavery / Human rights due legislation

01/2018
Non-Financial = 01/2018
07/2010 01/2015 Reporting EU = C(alifornia
BE= Dodd-Frank Wall = 1. 1rade Regulation Consumer
= Street Reform and = Facilitation & Privacy Act
Consumer Protection Trade Enforcement
Act 01/2012 Act
BE= California 01/2019
— Transparency in ;:-'.- Australian . i
Supply Chains Modern Coming soon:
Act Slavery Bil Sustainable
Value Chain
Law (NAWKG)

Bill

- EU Duty of
Care Law

Mandatory
Human Rights
Due Diligence

03/2017
I I Corporate
Duty of
Vigilance
03/2015 01/2020
E®= United Kingdom mmm Dytch Child
*4aIsS Modern Slavery 03/2018 BN |abour Due
Act General Data Diligence Law
1cTI Protection
ethical toy Regulation
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Impacts of global regulation and legislation

In the Dodd-Frank Wall Street
Reform and Consumer
Protection Act it is stated that
companies have to determine
whether their products contain
conflict minerals.

(Section 1502)

Because of the Dutch Child
Labour Due Diligence Law from
2020 on, you have to submit a
statement to regulatory
authorities declaring that you
have carried out a due diligence
related to child labour in your
supply chain.
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If you sell goods in California, the
California Transparency in Supply
Chains Act requires your company
to disclose information regarding
your efforts to eradicate human
trafficking and slavery within the
supply chain.

When the Sustainable Value
Chain Law (NAWKG) is passed, as
a German company you have to
name a chief compliance officer
who is personally liable for all
corporate social responsibility
policies.

Due to the UK Modern
Slavery Act and its
Australian equivalent, the
Australian Modern
Slavery Bill, companies
that are operating in one
of the respective
countries are required to
disclose annually a
statement that assesses
the risk of modern
slavery in its supply
chain. Furthermore, it
should contain a detailed
approach of how it is
managed by your
company.



= UK:
=i Modern Slavery Act

THE UK
Effective since 2015 MODERN SLAVERY ACT

2015

+ Applicable to any commercial organizations, based inside or outside
the UK, and carry on business within that supply goods or services

« Threshold: £36 million (A$68 million) (annual turnover) in United
Kingdom (including part of a business)

+ Covered business activities: any part of own business and any part of
supply chains

« Minimum reporting requirements: “steps taken to ensure that slavery
and human trafficking is not taking place, if any”

* Reporting period: Financial year, reports recommended within 6
months after fiscal year end
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Modern Slavery Act

What is suggested to disclose?

The statement may include information about:

ICTI

Organization’s structure, its business and its supply chains.

The parts of its business and supply chains where there is a risk of slavery and human
trafficking taking place.

Policies in relation to slavery and human trafficking.

Due diligence processes in relation to slavery and human trafficking in its business and
supply chains.

The steps it has taken to assess and manage that risk.
The training about slavery and human trafficking available to its staff.

Effectiveness in ensuring that slaverg and human trafficking is not taking place in its
business or supply chains, measured against such performance indicators as it
considers appropriate.

ethical toy
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THE UK

MODERN SLAVERY ACT

2015
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Australia:
Modern Slavery Act

L7
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Effective since 2019

e Businesses and other organisations above a certain
size (consolidated revenue of A$100 million) must
report annually on the risks of modern slavery in
their operations and supply chains, and the action
they have taken to assess and address those risks,
and the effectiveness of their response

e The statement must be signed by company directors

e The statements will be publicly available on a central
register maintained by the Commonwealth

e The first modern slavery statements are due on June
30th 2020
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Modern Slavery Act 2018
No. 153, 2018
An Act to require some entities to report on the risks of modern

slavery in their operations and supply chains and actions to
address those risks, and for related purposes
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Modern Slavery Act

An Act to require some entities to report on the risks of modern

slavery in their operations and supply chains and actions to
address those risks, and for related purposes

A modern slavery statement must in relation to each reporting entity covered by the statement
describe:

ICTI

the structure, operations and supply chains of the reporting entity

risks of modern slavery practices in the operations and supply chains of the reporting entity,
actions taken to assess and address those risks, including due diligence and remediation processes
(example: actions taken by an entity may include the development of policies and processes to
address modern slavery risks, and providing training for staff about modern slavery)

how the reporting entity assesses the effectiveness of such actions.

Describe the process of consultation with:

(i) any entities that the reporting entity owns or controls;

(i) in the case of a reporting entity covered by a statement under section 14—the entity giving
the statement.

any other information that the reporting entity, or the entity giving the statement, considers
relevant.
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ﬁ Au Stra I la. Australian MDS statements
M Od ern Sla\[e ry ACt cover all reporting requirements

of the UK MDS Act

How it compares to other legislation:

Australia United Kingdom

Effects businesses with a revenue of A$100 Effects businesses with a revenue of £36
million million (A$68 million)

Statement must be signed by directors Statement must be signed by directors
Statement must be posted on website Statement must be posted on website

Public register of statements administered by No government public register
Government

ICTI
ethical toy
) program



=g Australia:
Modern Slavery Act
Limitations:

e The government was unwilling to impose a penalty
for failing to lodge a statement or for lodging an
incomplete statement.

e However, the public register means that companies
that don't report properly can be “named and
shamed” by non-government organisations.
Consumer pressure can itself become a sanction.
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Modern Slavery Act 2018
No. 153, 2018
An Act to require some entities to report on the risks of modern

slavery in their operations and supply chains and actions to
address those risks, and for related purposes



UsS:

— Trade Facilitation and Trade Enforcement

Act (TFTEA) of 2016

TFTEA key points:

« Bans imports of goods suspected of being made using forced/child
labour

* Gives the US Customs and Border Protection (CBP) the authority to
issue Withhold Release Orders (WROs) which prevent goods suspected
to have been made with forced labor from entering the US.

« The CBP has defined a list of countries/product categories which are
high risk for modern slavery and child labor. Toys made in China are
on that list.

« Toy companies risk having their goods impounded at the border if
produced in a "high risk country” but are unable to demonstrate they

were produced in a forced/child labour free environment
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Enforcement:

* 13 WROs issued by US
Customs and Border
Protection since 2016
Some of these target
specific factories, others
target entire regions

Toy example:

 March 2018, the CBP
issued a WRO against toys
manufactured by Huizhou
Mink Industrial Co. Ltd,
China




Impacts of global
regulation and
legislation

« The UK Act has significantly increased transparency, the Australia
Act is expected to do the same

« More companies are making at least some information available
on their supply chains and how they undertake due diligence

« The Act is driving action: statements show that companies are
developing or revising existing policies and due diligence
processes to address modern slavery, such as risk assessments,
staff training, or supplier contracts
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UN Guiding Principles on Business and Human Rights

UN Guiding Principles on Business and Human Rights

The State duty Corporate Access to remedy

to protect responsibility
Affected people must

States have the duty to Companies have the
have access to remedy

protect human rights. responsibility to respect
human rights.

IcTI
f \ hical t
Q) program



The Employer Pays Principle

=,

In transit Mig ra nt Worker

Recruitment Fees
- the increasing debt burden

Visa fees

Medical test Residency permit

Insurance Orientation

Passport Medical test

Skills-testing Loan interest

Return

Interview transportation

I N

Pre-departure On arrival

Employer Pays Principle

No worker should pay for a job — the

costs of recruitment should be borne
;.") ethical toy not by the worker but by the employer.

program




The Employer Pays Principle and IETP

New IETP audit checklist requirements regarding
recruitment fees:

« Edits to existing checkpoints prohibiting the charging
of recruitment fees

Additional protections for directly-recruited workers
New requirements governing the use of labor brokers
Factories required to declare if they use labor brokers
Recruitment fees must be reimbursed to directly hired
foreign migrant workers
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How the Ethical Toy
Program can help




How the Ethical Toy Program can help

Our certification targets Modern Slavery risks at factories:
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Workers are permitted
to leave employment
after giving reasonable
notice.

Workers have freedom
of movement during
the course of their
employment.

Recruitment via
brokers and agents is
responsible and does
not exploit

The factory has a
written policy on forced
labor, bonded labor
and prison labor.

All overtime is voluntary.

Hiring documents show
voluntary employment.

Recruitment fees
are prohibited

There are trained
staff responsible for
ensuring voluntary
hiring.




@

Worker Helpline

All certified factories must distribute Helpline
Cards to workers

Helpline Posters must also be displayed in
common areas

Helpline Card features a QR code to a webpage
with info on Helpline

Workers can call any day from 9am-9pm (except
CNY holiday)

All calls are free and confidential

ICTI
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Worker Helpline: w

4001-583580

e Operating hours: 9am - 9pm every day
(except the 7 days holiday announced by the State Council of the
People’s Republic of China for Chinese New Year)

 if you call outside of our operating
hours you can leave a voicemail and
we will call you back

. Yau can also emall the Worker Helpline:
org

]
g

www.ethicaltoyprogram.org

1.5 million

Helpline Cards have
been distributed

85% of callers find
out about the

helpline through
Cards and Posters

KTl

Dear worker,

Do you have any questions about r
nghyts and beneyﬁ‘t]s work? A

Do you feel unjustly treated at work?

Are encountering interpersol
pmﬁggts would you like support and help?

Do you need someone to listen and give
reassurance?

Our free, confidential worker helpline is
here to help you.

4001-583580

We are here to listen patiently and
help find a sol to your p

Listening Supporting Helping Caring
You can also contact the local labour bureau at
12333 to find out more about your legal rights.
The Worker Helpline is run by the ICTI Ethical

Toy Program to offer free support to workers
and promote better workplace relations.

www.ethicaltoyprogram.org




Publications and briefings
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Recruitment
Practices
Briefing

uidance for Toy Factones on avoiding peak season hiring pitfalls
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Preventing Modern Slavery in your supply chain

1. Supply Chain Mapping — a critical first step to drive transparency, so you
know who your suppliers are. Also supports the evaluation of risk.

2. |Initial Risk Assessment — check the compliance status of your suppliers

= 3. Auditing — request high risk suppliers to undergo a social compliance audit
v via the ICTI Ethical Toy Program

= 4. Manage non-compliances — proper corrective actions ensure the factory
has adequate policies and practices to prevent occurrences of modern-day

slavery
;':{i‘ 5. Engagement and capability building — Engage with factories to increase
ddd awareness and understanding of modern-day slavery risks in your supply
chain.
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We can help you comply with the Australia
Modern Slavery Act

Next steps:

1. Review your Modern Day Slavery policy, approach and statement
- [ETP team is available to assist our members in creating, reviewing and updating
MDS statements

2. Sign up for a complimentary supply chain assessment

3. Get in touch to find out more about IETP membership

If you'd like to discuss the benefits of membership
email carmel.giblin@ethicaltoyprogram.org
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Q&A
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Thank you, for more information contact:
mark.robertson@ethicaltoyprogram.org

carmel.giblin@ethicaltoyprogram.org

Yy @ethicaltoy




