Kathmandu
Modern Slaver
Statement 2021

This statement has been published in accordance
with the Australian Modern Slavery Act 2018.

It sets out the steps taken by Kathmandu Pty
Limited during the year ending 31st July 2021 to
assess and address the risks of modern slavery in its
business and supply chains.

The Australian Company Number of Kathmandu
Pty Limited is ACN 007 047 547.

The registered office details are:
Kathmandu Pty Limited

249 Park Street

South Melbourne

VIC, AUSTRALIA
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1.0
Introduction
and Approva

1. https://data.unicef.org/resources/child-labour-2020-global-
estimates-trends-and-the-road-forward/

2. https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---ipec/
documents/publication/wcms_745287.pdf Page 5.

3. https://www.ijm.org/news/covid-crisis-drives-up-child-labor-and-
forced-labor-in-textiles-industry

For the first time in more than 20 years, the downward
trend in child labour has reversed and the International
Labour Organization (ILO) and UNICEF report that child
labour has risen to more than 160 million children
worldwide. According to their report’, millions more are at
risk due to the impacts of COVID-19. Similarly the ILO
reported in May 2020 that the root causes of child labour
and forced labour were likely to be exacerbated as a result
of the COVID pandemic. Vulnerable individuals and families
who have lost their jobs and have limited access to social
protection would be at greater risk of falling prey to lenders
providing credit on terms constituting debt bondage?.
Human Rights groups have already begun to identify cases
within the global textiles and apparel industry of business
owners taking advantage of COVID-19 to increase child
labor and forced labor for profit.’

It is against this backdrop that Kathmandu submits our
second Modern Slavery Statement. As a publicly owned
company intent on implementing best practices to protect
and promote the wellbeing of workers in our global supply
chain, we recognise now more than ever that we cannot
meaningfully address or respond to Modern Slavery on our
own. Without greater collaboration and a universal shift in
the way in which we operate as businesses globally, our
efforts will remain a very small drop in a very small bucket.

Our mindset and approach to Modern Slavery has not
changed and much of our 2021 submission is consistent
with and simply builds on our previous statement. Where
we have stepped out of our comfort zone and widened our
impact, is in collaboratively working with other sectors,
government agencies, human rights groups, and in some
cases our direct competitors, to facilitate and encourage a
more innovative and collaborative approach to the same
social challenges we are all facing alone and in isolation.

In the face of the restrictions necessarily imposed by COVID
we have also explored and begun to trial new ways of
working in partnership with our suppliers and empowering
workers with tools that place them at the centre of our
auditing and social compliance framework.

Kathmandu exists to improve the wellbeing of the world
through the outdoors. Our purpose and our products are
perhaps even more beneficial than ever as people the world
over adapt to living with the ongoing and continually
morphing threat presented by COVID. In keeping with our
values and our brand, we will continue to respond
courageously by owning our own imperfections, joyfully by
adding value to all of our stakeholders, and we will remain
open to new ways of seeing and doing business that
collectively improve our people and our planet.

This statement was approved by the Board of Directors of

Kathmandu Pty Limited on 13 December 2021.

Reuben Casey
Director, Kathmandu Pty Limited
January 2022
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4. Nolan, Justine . Addressing Modern Slavery (p.157) .UNSW Press.
Kindle Edition.

5. Nolan, Justine . Addressing Modern Slavery (p.185). UNSW Press.
Kindle Edition.

6. https://bcorporation.net/

Our approach to Modern Slavery remains the same as it
was in 2020. A new mindset is necessary as we seek to find
solutions to challenges that our old mindset created.

Kathmandu is moving away from a model of social
compliance based on Corporate Social Responsibility (CSR).
CSRis an attempt by a private company or publicly listed
corporation to take some responsibility for the wider social
and environmental issues within which it does business. In
Addressing Modern Slavery, authors Nolan and Boersma
state that one of the limitations of both Modern Slavery
disclosure laws and Corporate Social Responsibility (CSR)
programs, is that although well meaning, “they are aimed
at treating the symptoms of the problem rather than
tackling the underlying causes: the very nature of the
business model”.*

Nolan and Boersma go on to explain that unless there is a
significant change in the way we see the world (our
mindset) and operate as corporate entities (our actions),
none of the strategies submitted by Kathmandu (or for
that matter any other entity as part of the Australian
Modern Slavery Act reporting requirements) are going to
work in any meaningful or sustainable way.

Nolan and Boersma write,

“The dominant view of the primary purpose of
companies is that they have a fiduciary obligation to
make profits. In other words, it is their main duty to
create as much value as possible for their shareholders.
This fixation on shareholder value is mirrored in corporate
decision-making processes. For example, the quest to
maximise shareholder returns justifies driving down costs
through outsourcing and legitimises cutthroat
competition among suppliers. As we have seen, such
scenarios create ideal conditions for modern slavery to
thrive.” ®

Essentially what the authors are saying is that unless there
is a fundamental change to the way in which we do
business, traditional CSR will remain a completely
ineffective, inauthentic and outdated paradigm.

“Responsibility” is an externally imposed duty, burden or
obligation that we are required to fulfil. As long as CSR is

externally imposed, it will always be something we
reluctantly feel obligated to comply with. It relies on
extrinsic (external) motivation, the root of which is fear.
Fear that if | don't do this thing that | am responsible for,

I will feel bad, | will look bad, | will be punished in some way
- and in this context, it will damage my business and my
brand. It is therefore unsurprising that CSR most commonly
expresses itself in social compliance and auditing, a billion-
dollar industry plagued by deception and corruption.

Such audits are typically not designed to assess or measure
many of the social challenges that threaten the wellbeing
of workers in vulnerable circumstances, such as bullying
and abuse, sexual harassment, forced labor and other
forms of Modern Slavery.

A new mindset and a new business model is necessary as
we seek to find solutions to challenges that our old mindset
created, which is why in 2019 Kathmandu became a
Benefit-Corporation or a “B-Corp”. A B-Corp is a new way
of seeing and doing business, one that balances purpose
and profit. Through a business structure that considers all
stakeholders, B Corps endeavor to make decisions that
balance profit and purpose, to benefit more than just the
bottom line. ¢

B-Corps are now a rapidly growing community of leaders,
driving a global movement of people using business as a
force for good. The very real threat of social and planetary
collapse has convinced many that any sense of maintaining
the "business as usual” model is delusional. The Covid-19
pandemic has only reinforced this fact. What this means in
practice for Kathmandu is that as a B-Corp we are required
to consistently consider the impact of our decisions on our
customers, wider community, the environment and the
workers in our global supply chain.

Kathmandu believes that the “Benefit Mindset” that lies at
the heart of the B-Corp movement, is required to
effectively respond to the social challenges of our time,
including and especially, Modern Slavery. This “Benefit
Mindset” provides a map and a compass for helping us all
make subtle yet profound shifts in the way we choose to do
business.
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7. https://www.amazon.ca/Shock-Doctrine-Rise-Disaster-Capitalism/
dp/0676978010

8. Page 8, Benefit Mindset; Fulfilling our Potential in a Way that Serves
the Wellbeing of All. Ash Buchanan, 2020. (DRAFT)

9. Page 10, Benefit Mindset; Fulfilling our Potential in a Way that Serves
the Wellbeing of All. Ash Buchanan, 2020. (DRAFT)

10. Page 11, Benefit Mindset; Fulfilling our Potential in a Way that Serves
the Wellbeing of All. Ash Buchanan, 2020. (DRAFT)

11. Page 40, Commonwealth Modern Slavery Act 2018, Guidance for
Reporting Entities

Corporate entities are doing business within complex
global supply chains with multiple tiers of suppliers.
These businesses are typically very focused on their own
growth and the growth of their profit margins. Even very
well-intentioned businesses can inadvertently become so
focused on their own growth that they end up extracting
more from the systems of life than they contribute.

They can fail to see how their own growth fuels these
deeply interrelated issues.

Some have described this existing business model as a
“crisis-creation machine.” 7 The need for business to
redefine its role grew out of the last global financial crisis.
The rise in purpose-driven businesses was directly linked to
a new understanding of the economy and increased
questioning of economic models based on continued
growth. Instead of limiting their focus on generating value
only for shareholders, some businesses began exploring the
idea of creating shared value for the benefit of all.

In early 2019, Australian thought leader Ash Buchanan
wrote the following:

“Humanity is facing an ever-worsening range of crises...
There is an increasing appreciation of the interdependent
nature of our wellbeing and the need for setting limits to
growth on a finite planet... Rather than focusing on
growth alone, this community is finding there is real
value in being of value - to ourselves, to others, to nature
and to the future. Together they are fundamentally
redefining success; aspiring to not only be the best in the
world, but also to be the best for the world.” 8

Buchanan argues that a Benefit Mindset matters now more
than ever.

“In the last one hundred and fifty years, we shifted our
most basic beliefs about our place in the Universe, from
believing we are one with all life, to believing we exist
separately from each other and nature. While this shift
in belief enabled modern society to progress and expand
our empire to the limits of the globe, much of this
progress has come at the expense of the Earth’s living
ecologies, generating unprecedented levels of
environmental destruction... Societies all over the world

are seeing disturbing increases in polarisation, inequality
and injustice.”?

Buchanan writes,

“One of the urgent challenges we are called to address is
how we can position our aspirations to fulfil our potential
within a life-affirming context and be mindful of the
vital interdependencies that sustain life. Because we are
not separate individuals going it alone. We are
interdependent beings and everything we do impacts the
wellbeing and potential of everyone around us.” ™

Any doubt we may have had about this “interdependence”
has been convincingly eliminated by the Covid-19
Pandemic.

The Benefit Mindset is a new lens, a frame of reference for
transforming how we come to understand our ecosystem
and our place in it: from separateness to interdependence.
Secondly it is a paradigm-shifting psychology for becoming
aware of how we can fulfil our potential in a way that
serves the wellbeing of all. And finally, it is a pathway for
transforming business culture where corporate institutions
operate as purpose-driven innovation ecosystems.

Kathmandu believes that adopting a Benefit Mindset as a
liberating framework and pathway for transforming
business culture, is a necessary first step that underpins our
entire social impact strategy and Modern Slavery
submission. Indeed, the Australian Department of Home
Affairs would seem to require such a shift in Mindset as a
necessary part of making a Modern Slavery submission.
Included in their Guidance for Reporting Entities document
is the invitation for companies to move away from seeing
Modern Slavery as a risk to business, to seeing it first and
foremost as a risk to people. ™



12. http://www.benefitmindset.com/about/

THE BENEFIT MINDSET LENS

The following icons reflect the various ingredients that
together make up the Benefit Mindset.”?

As with our 2020 statement, these icons will be included
throughout this submission to indicate when Kathmandu
has adopted a Benefit Mindset to find new solutions to
challenges that our old mindset played a part in creating.
As such, we invite the reader to consider adopting such a
lens, just as you would try on a new pair of sunglasses. On
behalf of a world in desperate need, and on behalf of those
are enslaved in some form of Modern Slavery, it behooves
us at the very least to try them on.

3.1 Me & We

In responding to the modern slavery that existed in his
generation, Martin Luther King Jr. said, “Injustice anywhere
is a threat to justice everywhere. Whatever affects one
directly, affects all indirectly.” At the centre of a benefit
mindset is the belief that we are relational beings living in a
profoundly interconnected world. Our lives are inextricably
linked with others, the environment and to future
generations, and interdependency is built into the fabric of
who we are.

3.2 Ecosystems of Wellbeing

When we do good by others, the people we help not only
receive a benefit, but we also receive a benefit in terms of
our own health and wellbeing. In this way, by acting
virtuously, we can create what psychologists call an upward
spiral. The more well we are, the greater our capacity for
doing good. And the more good we do, the greater our
capacity for being well. As the Dalai Lama has said,

ME & WE . ECOSYSTEMS OF WELLBEING

“Not only is it the case that happy people are more willing
to help others, but helping others is the best way to help
yourself, the best way to promote your own happiness. It is
you, yourself, who will receive the benefit.”

3.3 Everyday leadership L

Another strength of adopting a benefit mindset is how it
invites us to see ourselves as leaders in everyday life. We are
not only ready to learn but we are also ready to lead in our
everyday relations with others. We understand that
leadership isnt a job title or something a boss at the top
does for us. Leadership is something we make possible
through our everyday actions. We all know how to express
values, be kind and listen deeply to some degree. Choosing
to wholeheartedly express these dignifying qualities when
opportunities arise is an act of everyday leadership.

&
3.4 Shared purpose @

Whereas a fixed mindset focuses us on what we do, and a
growth mindset focuses us on process and how we do
something, a benefit mindset invites us to step into a
shared sense of why we do what we do. This matters
because shared purpose is a launching pad into a
meaningful life. We make our lives most meaningful when
we connect ourselves with important causes that are
bigger than the self. Furthermore, when we have meaning
in life, we don’t have to push ourselves to get things done.
Rather, shared purpose energises us and engages our
creativity and passions in the service of something that
really matters.

LEJ EVERYDAY LEADERSHIP SHARED PURPOSE
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13. https://www.kathmandu.co.nz/workers-rights

4.1 Structure

Founded in New Zealand as an outdoor apparel and
equipment retailer in 1987, Kathmandu Holdings became a
publicly listed company in 2009. The company is now a
leading travel and adventure brand with a transnational
chain of stores throughout Australasia. Kathmandu
Holdings has three sub-brands: Kathmandu, Oboz and Rip
Curl. For the purposes of the Australian Modern Slavery Act,
this submission is made on behalf of Kathmandu Pty Ltd
which is the Australian entity operating the Kathmandu
brand. Rip Curl currently submits its own Modern Slavery
statement under the Act.

4.2 Operations

In 2021, Kathmandu has approximately 1843 staff, 1160 in
Australia and 628 in New Zealand. The majority work in 160
stores, 112 in Australia and 48 in New Zealand. Kathmandu
operates in accordance with very robust legislation in
relation to employment rights and human rights in both
countries and is required by law to maintain internal best
practices, systems and policies that support individual
employees as well as facilitate protected disclosures. The
relevant legislation in New Zealand includes the
Employment Relations Act 2000, Protected Disclosures Act
2000 and the Health and Safety at Work Act 2015. The
equivalent legislation in Australia includes the Occupational
Health and Safety Act 2004, Protected Disclosures Act
2000 and the Fair Work Act 2019. As such the risk of Modern
Slavery within Kathmandu internal operations is negligible.

For more information about Kathmandu, see our 2021
website.

4.3 Supply Chain

Kathmandu products are designed and engineered in
Christchurch, New Zealand. They are then manufactured in
independently owned factories specializing in outdoor
apparel, footwear and equipment located in Ching,
Vietnam, Indonesia, Taiwan, Israel, ltaly, Spain, Nepal

and New Zealand.

These factories make products for other outdoor adventure
and apparel brands from around the world. They are
typically highly specialized facilities requiring a high level of
technical ability and design specific technology. Prior to
the arrival of Covid-19 in early 2020, these factories
together had a combined workforce of approximately
50,000 workers. From supplier surveys conducted in 2021,
less than 5% of workers lost their jobs due to the global
ramifications of COVID.

Since 2018, Kathmandu has published its full supply chain
on its online website as well as with the Open Apparel
Registry. The interactive map of the exact geographical
locations of the apparel factories making Kathmandu
products can be found on the Kathmandu website.®

The breakdown of Kathmandu’s sourcing countries at the
time of this statement shows Kathmandu sources from 91
Tier 1 factories located as follows:

China

The majority of factories making Kathmandu
products are in China (62). They are all
located in the east coast provinces with the
majority in the Shanghai and Guangdong
regions.

Vietnam

In terms of spend, Kathmandu sources the
majority of our product Vietnam. There are 17
factories in total.

Indonesia

The 5 factories in Indonesia making
Kathmandu product are all on the main island
of Java near the capital city, Jakarta.

New Zealand

One factory is located in Christchurch, a
second in the town of Ashburton in the South
Island and a third factory is located in
Auckland in the North Island.

The remaining countries of Taiwan, Israel, Spain,
Italy and Nepal each have one factory.


https://www.kathmandu.co.nz/
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14. https://themekongclub.org/

15. https://www.elevatelimited.com/

16. https://www.globalslaveryindex.org/2018/findings/global-findings/

17. https://www.globalslaveryindex.org/2018/findings/country-studies/china/

18. https://www.fairlabor.org/sites /default/files /documents/reports/fla-brief-
xinjiang_forced_labor_risk_final.pdf

We have broken down the risks of Modern Slavery
by Geography, Sector, Product, Business Structure
and Mindset.

5.1 Geographic Risks 7
of Modern Slavery S

The MeKong Club who specialise in equipping the private
sector to disrupt and address Modern Slavery, estimate
there are approximately 45 Million people are trapped in
some form of modern slavery.” 30 million of those (66%)
are in Asia. More than 20 million of those are associated
with global manufacturing supply chains. This is the region
in which Kathmandu sources most of our products.

In order to have greater visibility, insight and impact in our
supply chain, Kathmandu uses ELEVATE *, a professional
services company specialising in providing supply chain
social, environmental and business performance services.
The supply chain analytics platform operated by ELEVATE
and utilised by Kathmandu provides an overall risk profile
for each country the company sources from.

ELEVATE provides risk scorecards which cover five critical
supply chain pillars: Labor, Health and Safety, Environment,
Ethics and Management Systems. Each pillar has indices
that is comprised of credible public domain data sources
and ELEVATE audit data. These are then aggregated to
produce overall country risk scores on a 0-10 scale, where 0
is Extreme risk and 10 is Low risk.

Risk / Leverage legend

o Extreme (0.00 - 2.49)

[ ) High (2.50 - 4.99)
Medium (5.00 - 7.49)

o Low (7.50 - 10.00)

ME & WE

. ECOSYSTEMS OF WELLBEING

China @

China'’s overall risk score remains High (ORANGE). China is
the second largest economy in the world with much of its
economic development resulting from an economy
specialising in the production of labour-intensive, cheap
goods for export. Forced labour occurs in the production of
some of these goods, including the manufacturing sector.

According to the 2018 Global Slavery Index, there were
more than 3.8 million people living in conditions of Modern
Slavery in China.”® The actual figure may be greater as there
is no legal requirement for businesses to disclose cases of
modern slavery identified in their supply chain.

Within China itself, there are extreme disparities in
income levels by region, along with an enormous income
gap between rural and urban areas. In comparison to the
eastern region which has the highest income per capita,
the western region of China is much less developed.

This has led to the migration of millions of migrant workers
who are vulnerable to forced labor practices. Internal
migrants have limited access to public services due to
China’s household registration system which means they
are unable to receive the same social benefits and legal
protections as local residents.

In 2008 China enacted laws to formalise all employment
relations, giving workers more protection and making
contracts compulsory for all workers. An amendment to
the law in 2013 also provided greater protection for workers
who are employed via a recruitment agency. However,
these laws are not effectively enforced and many cases
remain unreported.”

A further risk of forced labor stems from the internment

of over one million Chinese citizens of ethnic Turkic origin in
the Xinjiang region as well as forced labor by prisoners
incarcerated in China’s regular judicial system. This risk is
therefore potentially present at all levels of the supply
chain, from the farm level (for cotton and other agriculture
products) to the manufacture of finished goods. ™®

EVERYDAY LEADERSHIP

SHARED PURPOSE
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A further risk of forced labor results from the large degree of
control that the state maintains over workers in general. The
All-China Federation of Trade Unions (ACFTU) is the only
trade union legally allowed to exist and traditional forms of
collective bargaining are illegal. Some companies therefore
avoid focusing on “human rights issues” because of political
sensitivity as well as the belief that such issues are not
directly relevant to business activities.”

The risks of Modern Slavery are arguably less for those
businesses headquartered in the more economically
advantaged cities in the eastern provinces of China as they
are more likely to be aware of the need to protect the
wellbeing of workers and engage in CSR related activities.
Businesses and suppliers in export-oriented sectors such as
textiles and manufacturing are usually considered leaders in
CSR as a result of the pressure they receive from their
international brands to perform ethically.?

Throughout 2021 China has employed lockdowns,
quarantines and compulsory testing for COVID and has
effectively closed its boarders to the world in an effort to
respond to the pandemic. In some cases this has prevented
the external auditing and monitoring of factories. During
this time the Chinese Government has clamped down on
various forms of expression and freedom of expression, both
internally and in Hong Kong. The Communist Party of China
has used control and silence in response to complaints
relating to the alleged exploitation by senior Government
officials. Such actions may have unintentionally increased
the vulnerability of workers who in many cases rely on
regular external monitoring, transparency and the provision
and impartial enforcement of government regulations for
their ongoing assurance, wellbeing and livelihood.

Vietnam @

Vietnam'’s overall risk score also remains High (ORANGE).
Vietnam is the fifth largest garment supplier in the world
and the garment industry is an important driver of the
economy. Many garment workers are vulnerable to forced
labor practices as a result of the absence of full terms and

conditions of employment in their contracts. There are
approximately 420,000 people living in Vietnam in some
form of Modern Slavery.?

Young workers are especially vulnerable, given the
unreliable age verification systems at recruitment and/or
inadequate record keeping of workers under 18 years of
age.”?

Practices that increase the risks of forced labour in the
Vietnamese garment and textile sector include excessive
overtime, retention of identity documents and poor job
security due to temporary and seasonal employment
contracts. Workers must often work overtime to cover
their living expenses and employers rely on that to
achieve their production targets. While working hours
are regulated under national law, compliance has been
difficult to achieve.”

COVID has similarly impacted Vietnam in 2021 causing
massive disruption to the garment industry through
lockdowns and ongoing restrictions. Global brands have
experienced shipping delays, cancelled bookings and poor
capacity recovery. Suppliers have faced a shortage of
labour in a number of regions following shutdowns and
layoffs that disproportionately affected migrant workers.
The International Organization for Migration (IOM) in
Vietnam has reported that the COVID pandemic is likely to
result in more cases of Modern Slavery as people take
greater risks to obtain work in other regions and eventually
overseas.?

Indonesia @

Indonesia’s overall risk score is High (ORANGE). Indonesia is
the world'’s fourth most-populous country and struggles
with poverty and unemployment, inadequate
infrastructure, corruption, a complex regulatory
environment and unequal resource distribution among
regions.”” The Global Slavery Index reports that there are
more than 1,220,000 people trapped in Indonesia.?® The
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most prevalent forms of Modern Slavery are found within
the fishing industry, as domestic workers and in the
agricultural and construction sectors. Sexual exploitation of
women and children for commmercial purposes also occurs
throughout the country.

Indonesia is one of the top 10 garment exporters in the
world and the manufacturing sector generates around a
fifth of the country’s Gross Domestic Product (GDP)¥
and employs over 2 million garment industry workers.
The garment and textile industry is an important source of
employment for women, with 78 percent of garment
workers being female.? Sexual harassment is rampant in
the Indonesian garment industry where women workers
often face verbal, physical and sexual abuse.?

Many suppliers also use second and third tier
subcontractors who do not comply with legal labour
standards and where workers are hired on a daily basis
and earn much less than the minimum wage.*®

Within the garment industry, forced labor expresses itself in
restrictions on the movement of workers, threatening
violence against workers, forced labour related to debt,
withholding of wages, confiscation or denying workers
access to their personal documents, or forced overtime.
While such examples are prohibited by Labour Law and the
Indonesian Constitution, individual workers and unions face
challenges in the form of corruption and the weak rule of
law. Anti-union discrimination is also common and some
employers refuse to recognize unions or discuss
improvements in working conditions.”

In 2021, according to the Australian Institute of
International Affairs, the COVID-19 pandemic has resulted
in a rapid and significant increase in the prevalence and
severity of modern slavery in Indonesia.> The pandemic
triggered a socio-economic crisis with rising unemployment
and limited government social support leaving thousands
of Indonesians vulnerable to exploitative employment in
order to survive. They cite a disproportionate increase in the
prevalence of modern slavery of woman and girls.

The Institute states that access to education has been
rapidly decreasing due to the pandemic. “The swift change
to online learning in order to reduce COVID-19 transmission
has paralysed Indonesia’s education system. Online
learning poses an immense challenge to children from poor
families who have limited access to technology or the
internet. Families are thinking less about education and
more about survival. The lack of education is regarded as
both a current and future driver of modern slavery.” 3

The pandemic has also triggered mass unemployment and
a reduction in job opportunities. The lastest projections
indicate that COVID-19 could push between 1.3 million to
8.5 million Indonesians into poverty, most significantly
affecting females. “The majority of Indonesian woman are
employed in the informal sector, earning low and irregular
incomes. They are living most precariously, and any income
shocks in times of crisis make these women susceptible to
exploitation. Sudden job losses have left workers vulnerable
to exploitative work as they are forced to make risky
choices to make money in order to support their families.
Mass lockdowns have resulted in the inability to find work
and economy downturn, which makes all individuals more
vulnerable to criminal activity. >

The authors of the Australian Institute report note that
note that protection for Indonesian women is severely
lacking as female victims of modern slavery are
disproportionately affected by lack of identity documents.
They state that the pandemic has also increased the
obstacles for victims to report modern slavery incidents or
to seek assistance. Converesly people traffickers are taking
advantage of the unstable environment in which
exploitation can flourish more easily.

New Zealand: (2% of Supply Chain) @

New Zealand has a low risk of modern slavery (GSI)

and scores low (GREEN) on the Country Risk Profile.
New Zealand is one of the least corrupt nations and has
a very high level of transparency.®> A number of cases of
migrant worker exploitation have been documented,
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primarily within the horticulture, hospitality and
construction sectors.

Taiwan (1% of Supply Chain)

The country risk score is medium (YELLOW). The risk of
slavery in Taiwan is medium with an estimated 12,000
people in some form of modern slavery.*® Migrants are
especially at risk with many being exploitated in the fishing,
manufacturing, technology and gartment industries.
Labour brokers in Taiwan commonly charge migrant
workers for factory jobs, creating a form of debt bondage.
It can take workers two years to repay a labour broker for
a contract that only lasts three years. Typicallly the

worker then has to return home and begin the process

all over again.

Israel (1% of Supply Chain)

Israel has a medium risk of modern slavery with
approximately 31,000 people enslaved in some way.”
Many are Palestinian nationals seeking employment in
Israel in the construction, agriculture and service sectors.
Low-skilled workers from a number of countries migrate
voluntarily for contract jobs within these industries, with
some facing conditions of forced labour such as the
unlawful withholding of passports, restrictions on
movement, non-payment of wages, threats and physical
intimidation. Israel is also a source and destination country
for women trafficked into the commercial sex industry.

Italy (1% of Supply Chain)

[taly is a medium risk country (YELLOW). Although there are
an estimated 145,000 slaves in Italy, the most commonly
reported form of slavery is forced sexual exploitation.®
Forced labour also affects migrant workers in agriculture,
textile production, construction and domestic work.
Migrant workers in the agricultural and domestic sectors
frequently face exploitative working conditions ranging
from violation of contract provisions through to severe
abuse and trafficking for labour exploitation and other
forms of forced labour.

[taly produces textiles and garments for fast fashion
companies and designer brands based in Italy and
elsewhere in Europe. There have been isolated cases of
employees working long hours in sweatshop like working
conditions. Instances of modern slavery have also occurred
in domestic work including lack of contracts, excessive
working hours for low salaries, restriction on freedom of
movement as well as verbal, physical and mental abuse.

Spain (1% of Supply Chain)

Spain is a medium risk country (YELLOW). The US State
Department reports that Spain is a transit and destination
country for men, women, and children trafficked for the
purposes of commercial sexual exploitation. A coalition of
20 NGOs in Spain estimates that there are at least 50,000
people in Spain who are victims of human trafficking.

A 2017 report on Modern Slavery in Spain® reported that
while some victims were forced into unpaid labor, the great
majority were made to work in forced prostitution.

While there have been some isolated cases of Chinese
workers being trafficked to Spain for forced labor, the risk
within the outdoor apparel industry is comparatively low.

Nepal (1% of Supply Chain) @

The risk of slavery in Nepal is high and the Global Slavery
Index estimates 171,000 people are enslaved in some way.*°
The ongoing influence of some cultural traditions which
maintain women'’s inferior status to men is still strong.
Thousands of young women are exploited in the sex
industry of Kathmandu City and thousands more are
trafficked into India each year and forced into prostitution
and various forms of abuse and exploitation.

Although slavery is banned in Nepal, the practice continues
with some keeping young girls as slaves, called “Kamlaris”.
These girls are from the Tharu community, an indigenous
group that was stripped of its land and forced into bonded
labour after Nepal’s first social order was introduced more
than 160 years ago. Tharu workers typically farm the land
of their landlord and then give back half of what they
produce in return. Often they trade their daughters as
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Nepal is also a source, transit and destination country for
men, women and children in Modern Slavery. Bonded labor
persists in agriculture and cattle rearing. Forced labor exists
in brick kilns, stone breaking, hospitality, forced
prostitution, domestic work and embroidered textiles.

The COVID-19 pandemic is exacerbating the risks of human
trafficking for girls. As unemployment rises, desperate
families are more likely to believe traffickers can provide a
better life for their children. In a society that views girls’
education as less important than boys’, extended school
closures leave girls at heightened risk of falling victim to
trafficking.”?

5.2 Sector Risks of Modern Slavery

Second only to technology, the apparel and footwear
industry funnels more money toward Modern Slavery than
any other industry.*® The 2018 Global Slavery Index states
that US$127.7 billion worth of garments are at risk of

having Modern Slavery somewhere in their supply chain.
The fashion supply chain is one of the largest and most
complex supply networks. Within the apparel supply chain,
the following factors have a major influence on the levels of
risk:

Unauthorised Sub-contracting

The risk of involvement in Modern Slavery through the
supply chain increases as supplier sub-contracting grows.
Unauthorised subcontracting is common within the apparel
industry in China, Vietnam, and Indonesia.

Complex Supply Chains

There are increased risks associated with the difficulty of
managing and monitoring a complex global supply chain.
Workers are often disconnected physically (geographically),
culturally (language, history and worldview),
technologically (communication) and/or strategically

(access to channels of influence). As a result, almost every
company with a complex supply chain struggles to connect
with affected groups beyond Tier 1 manufacturing and Tier 2
fabric mills in order to truly understand what is happening on
the ground at a local level.

Labour Recruiters

The risks of trafficking and forced labour for companies may
arise through the actions of labour brokers involved in
deceptive recruitment and hiring processes.

High flexibility and low Profit Margins

Rapid turnaround times for production and the necessary
flexibility to produce large quantities of goods that depend
upon unreliable trends and quickly shifting demand, leaves
workers vulnerable to exploitation. These include long
working hours and forced overtime during periods of high
consumer demand. The garment industry is especially
vulnerable to such trends and for many items there is a rapid
turnaround time for production and demand for large
quantities.

Reliance upon Low-skilled or Unskilled labour

Unskilled work is typically low-paying and undervalued. These
jobs often employ particularly vulnerable workers and
marginalised individuals such as migrants, people with
disabilities, and minorities. Unskilled or illiterate workers are
also typically less aware of their rights than more skilled and
better educated workers.

Seasonal Workforce

Workforces with high numbers of temporary, seasonal, or
agency workers contributes to heightened worker
vulnerability. These sectors also tend to depend on labour
recruiters for their recruitment activities. This creates an
additional layer of separation between employers and
workers, leaving workers exposed to deceptive or coercive
recruitment practices.
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Gender Inequality

Within the globalisation of supply chains, women remain at
particular risk of human rights abuses including forced
labour and trafficking. According to the ILO, more than

half of the people in forced labour are women and girls,
predominantly in commercial sexual exploitation and
domestic work, but also in garment and textile supply
chains. Women make up approximately 80% of the world’s
garment workers and are exposed to high levels of violence,
including sexual harassment and abuse.

In 2020 the Walk Free Foundation published “Stacked Odds,
How Lifelong Inequality Shapes Women and Girls’
Experience of Modern Slavery”. # Their research confirmed
that while Modern Slavery affects everyone, there is no
escaping the fact that it is a gendered issue with women
and girls accounting for nearly three quarters (71 per cent)
of all victims of modern slavery. Gender inequality directly
impacts the prevalence of modern slavery. “Modern slavery
is enabled by power imbalances. For women and girls, this
imbalance is exacerbated by gender inequality and
discrimination, which is embedded in the fabric of our
lives... Countries with a greater gender gap across health,
education, and economic status have higher prevalence of

modern slavery.”

5.3 Product Risks of Modern Slavery

Any materials made in the manufacture of products not
covered by an auditing programme have their own inherent
risk, depending on the country risk and labour practices
within the industry location and type. Materials commonly
used in the outdoor apparel and equipment industry
include cotton, leather and rubber.

Large amounts of the world’s cotton is produced in slavery-
like conditions in Central Asia in countries like Uzbekistan

and Turkmenistan, Kazakhstan and Turkmenistan as well as
India, Pakistan and Turkey. As already stated, there is a also
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high risk of forced labor in certain parts of China.

The Xinjiang region is the source of over 80 percent of
China’s cotton which is used in supply chains in China or
processed into yarn or textiles and exported to other
countries for incorporation into finished goods. The forced
labor risk for most companies is from the cotton, yarn, or
textiles produced in Xinjiang and then incorporated into
finished goods in other parts of China or Asia.“

Forced labor has also been found in leather tanneries in
China, Indonesia and Vietnam as well as in the rubber
plantations of Indonesia and Thailand.*

Unlike raw materials, the manufacture of chemical and other
synthetic materials are highly capitalized industries
employing qualified technicians. The likelihood of modern
slavery practices here is therefore comparatively low.

A very small amount of metals is used in outdoor apparel
and equipment. Aluminium, titanium and steel are sourced
to produce some hard goods and accessories products. There
is currently no known child labour or forced labour concerns
associated with the production of these materials.*®

There is also no known child labour or forced labour concerns
associated with natural fibres like merino wool and duck/
goose down.*

5.4 Business Risks of Modern Slavery

With most Kathmandu staff located in New Zealand and
Australia, there is a large geographical distance between the
company head offices and retail stores, and those locations
where the raw materials, product components and final
goods are manufactured.

This separation and distance provides the company with
limited visibility into numerous aspects of the global supply
chain and leaves it vulnerable to various forms of Modern
Slavery.
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Tier 1

Full visibility is currently limited to Tier 1 (Assembly, Cutting
and Sewing). Kathmandu has only partial visibility into Tier
2 (Weaving, Knitting, Finishing, Dyeing, Printing, Tanneries
and other Processing and Components). Kathmandu has
very limited visibility into Tier 3 (raw material processing)
and Tier 4 (raw material production).

The risks associated with modern slavery within the
Kathmandu supply chain are therefore increasingly more
prominent in the upstream part of the supply chain in Tiers
2, 3 and 4 where there is less transparency. Tier 2 suppliers
and other processing and componentry suppliers are not
covered by our auditing and social improvement programs.
They are therefore at greater risk of Modern Slavery and are
subject to the country risks and labour practices within the
industry location and type.

Tier 3 and 4 raw materials suppliers are also not covered by
our social auditing and social improvement program and
Kathmandu has little visibility into the working conditions
and social standards here. For most companies, Tier 3 and
4 suppliers are the hardest to identify, access and gain
visibility around. Tier 3 and 4 suppliers can therefore most
easily utilise exploitative employment practices and are also
therefore most at risk of Modern Slavery.*®

Tier 2

To gain greater transparency, Kathmandu has tracked and
identified all Tier 2 indirect suppliers, for our strategic Tier 1
suppliers. This includes the name of the direct supplier, the
indirect supplier trading name and status, their type (e.g.
trims, materials, fabric mills), the type of company (e.g.
vertical supplier, converter, agent), the end use at
Kathmandu, product type, 5 top customers, market split
and any external accreditations (e.g. Bluesign Chemical
Standards or ISO9000 Management Standards).

The dialogue has increased with some Tier 2 suppliers,
primarily fabric mills. Kathmandu now works directly with
mills to negotiate lead times and provide them with
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visibility so they can order materials for the whole calendar
year. Our Sourcing Team utilises a production tracker with our
Tier 1 suppliers to ensure factories are set up for success in
meeting delivery timelines.

However, the majority of our Tier 2 indirect suppliers do not
have any externally recognized social accreditations (SA8000,
WRAP, Fairtrade) and the wellbeing of their workers, the
human rights protections they enjoy and the risks of Modern
Slavery are largely unknown.

Tier 3 and Tier 4

Kathmandu has very little visibility into Tier 3 and Tier 4 and
we cannot reliably state what the risks of Modern Slavery are
in this part of our supply chain. This is an identified area for
improvement and in 2021 Kathmandu began tracing and
assessing the social and environmental performance of our
strategic Tier 2 suppliers. Kathmandu does have several
externally assessed and verified material and chemical
accreditations. While not specifically related to a social
accreditation, they do provide Kathmandu with an added
layer of visibility and assurance, providing the company with
greater confidence in the sourcing and handling of these
products.

o°o°o
Better Cotton i
Better Cotton (formally BCI) is a global not-for-profit
organisation and the largest cotton sustainability programme
in the world. As of 2020, Kathmandu began using 100%
sustainable cotton, 65% of which is Better Cotton. Their
publicly stated mission is to “make global cotton production
better for the people who produce it, better for the
environment it grows in and better for the sector’s future.” ®
While very imperfect and subject to criticism, our affiliation
with Better Cotton has provided some assurance that the risks
of Modern Slavery are being assessed at this level. In 2020
Better Cotton suspended its activities in the Xinjiang region of
China due to concerns about forced labour in the region. Since
then they have heightened their awareness of and response to
Modern Slavery.
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Responsible Down Standard i
The Responsible Down Standard (RDS) is an independent,
voluntary global standard, that was developed to recognise
and reward best practices in animal welfare. In respecting
the freedom of the animals, one of the key points within
the standard is that each stage in supply chain is audited
by a professional third-party certification body.

Every certification involves two people, an inspector and a
certifier. On farms and slaughterhouses, the inspector
checks the wellbeing of the animals, looks for any evidence
of live plucking or force-feeding, and makes sure everything
is done in accordance with the standard. Again, while not a
social accreditation, this process provides an additional
layer of visibility into Tier 3 of the supply chain as 100% of
the down used by Kathmandu is RDS certified.

. OOOOO
Bluesign

BLUESIGN is a sustainable processing solution for
manufacturing industries and brands. As an independent
authority, BLUESIGN checks the progress that a company
has made in this regard and provides further development
solutions. BLUESIGN states that “the systems behind the
product sign guarantees the highest degree of assurance to
consumers and ensures that the products were
manufactured with responsible use of resources and the
lowest possible impact on people and the environment.” *
Again, while not designed as a form of social accreditation,
the BLUESIGN process provides an additional layer of
protection to workers as those seeking certification need to
show that the manufacturing process is a safe and
sustainable environment for people to work in.

Fair Labor Association (FLA) i
Through our FLA Accreditation we are also able to benefit
from the collaborative projects of other FLA members,
such as the mapping of the rubber sector in Vietnam.
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In recognition that the production of rubber remains
relatively unexplored from a labour perspective, in 2019 the
Fair Labor Association partnered with the International
Organization for Migration (IOM) and three global footwear
and sporting goods companies (Adidas, New Balance and
Puma), sourcing shoes and sporting goods from Vietnam, on
a rubber mapping project.

The objective is to map the natural rubber value chain, assess
worker demographics, recruitment processes and the working
conditions at the various tiers of the natural rubber supply
chain. The participating companies will learn about supply
chain mapping in the process and will be able to share their
learnings and any risks identified with other FLA Accredited
companies in ongoing discourse around supply chain labor
assessments.

%%
The Global Organic Textile Standard i
The Global Organic Textile Standard (GOTS) utilised by
Kathmandu is another globally recognised processing
standard for textiles made from organic fibres. It defines
high-level criteria along the entire organic textiles supply
chain and requires compliance with both environmental and
social criteria. This independently certified standard aims to
define recognised requirements that ensure the organic
status of textiles, from harvesting of the raw materials,
through environmentally and socially responsible
manufacturing. The social criteria are based on the key
norms of the International Labour Organisation (ILO)
which must be met by all processors and manufacturers.
They must be able to demonstrate the adequate
implementation and assessment of the key conventions
of the ILO which include the Abolition of Forced Labour
Convention, Freedom of association, Forced Labour
Convention and the Abolition of Forced Labour Convention.>
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5.5 Mindset Risk

Social audits are the main mechanism businesses currently
use to monitor compliance with ethical trade commitments
within their global supply chains. While audits can be
helpful in flagging workplace issues, they have been widely
criticised for failures to detect human rights abuses and
Modern Slavery in particular. >

Key weaknesses of traditional social compliance audits are
that they are only a snapshot in time of a very limited part
of a supply chain. They rarely capture credible information
about working conditions directly from the workers as
management is often present and workers fear
repercussions for being open and honest. The most
exploited and vulnerable workers are very unlikely to be
interviewed by auditors as they are typically hidden from
view. On top of this, traditional audits usually follow a
standard template, preventing auditors from seeing the
whole picture involving multiple factors.

A more proactive lens and assessment is therefore required
to identify Modern Slavery. “Traditional audits aim to assess
compliance, whereas human rights due diligence involves
proactive assessment of risks and investigation of
incidences of abuse anywhere in the supply chain,
remedying those situations and publicly reporting on how
they are addressed.” %

Perhaps even more insidious than the auditing template is
the mindset that lies behind such auditing and compliance.
As previously stated, traditional social auditing is based on
a business model that relies on mistrust, fear and shame to
motivate action and drive change. Unsurprisingly this
results in a cat and mouse game where suppliers try to
conceal the true nature of the challenges they are
experiencing so they can pass an audit. This has resulted in
a worldwide army of “consultants” who are specifically
hired by suppliers to help them conceal the truth about
working hours, wages and other measures typically
assessed as part of a social audit.

The existing business model with its primary focus on
profit necessarily creates an incessant desire to protect
shareholder value by minimising any risk to their brand.
As a result, the focus of most audits is a tick the box
approach with an emphasis on compliance, rather than
a genuine desire for transparency and transformation.
Whenever companies insist on compliance over
transparency, they fuel an ongoing and very unhelpful
deception and, in the process, render the signs of Modern
Slavery almost impossible to detect.

Audits have their place and are useful in some
circumstances to gain a high-level overview and provide a
rudimentary assessment of a supplier. However traditional
audits are not designed to facilitate positive social
transformation and on their own they are not enough to
improve the working conditions and wellbeing of factory
workers. In order to most effectively add value to our supply
chain and more effectively address Modern Slavery,
Kathmandu moved away from an emphasis on monitoring
and compliance to facilitating improvements in the
protection of human rights and the engagement of workers
that in turn leads to improved wellbeing and better
business.
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6.0

Actions
taken by
Kathmandu
to assess and
address the
risks of
Modern
Slavery.

Summary

As with our 2020 Modern Slavery Statement, key actions
taken by Kathmandu in 2021 to assess and address the risks
Modern Slavery can be distilled to the following three areas
of Mindset, Transparency and Partnership.

L
1. MINDSET

Modern Psychology has helped us to understand that we
do not see the world as it is. Rather we see the world as we
are. In other words, everything we see is coloured by the
lens of our own cultural heritage, family of origin, life
experience and personality bias. Awareness of our own
mindset and the ability we have at any given moment to
allow our lens of the world to be transformed, is critical to
the transformation of the world. Kathmandu believes that
adopting, applying and inviting others to see, live and work
through a Benefit Mindset and having an approach to
business that recognises both the need and the benefit of
having a more meaningful purpose than solely profit, is
essential in order to proactively address the roots of

Modern Slavery.

2. TRANSPARENCY 2> S
Asking supply chain partners to be honest about the
weaknesses in their companies, to highlight the
management systems that are faulty or missing altogether,
and to open the closet door on the skeletons they would
rather keep hidden, requires a massive amount of
vulnerability, trust and courage. But this kind of courageous
leadership is necessary if we want our suppliers to raise
Modern Slavery concerns without the risk of being
penalised for doing so. This kind of vulnerability looks and
feels like uncertainty, risk, and emotional exposure. This is
especially so in Asia where “saving face” is a valued cultural
norm. Addressing Modern Slavery then, stands and falls on
the ability to let go of our corporate ego and be
transparent about our business, our values and our shared
humanity - all of which are very imperfect.
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3. COLLABORATION iy ‘

Kathmandu recognises that our ability to influence and
address many of the challenges in our global supply chain,
including Modern Slavery, is limited. We have therefore
sought to create strong, strategic and collaborative
partnerships with peers, strategic suppliers and factories,
professional service agencies, multi stakeholder initiatives,
other brands, customers and civil society organisations. In
the face of the suffering caused by modern slavery,
wherever possible we have sought to work collaboratively
and not competitively.

Kathmandu has applied these principles of Mindset,
Transparency and Partnership to the specific actions we
have taken to address those risks identified in Section 5 of
this submission.

6.1. MINDSET 2>

Beyond Auditing to Empowering

When Kathmandu was focused on minimising the risk to
our brand, we audited every supplier in the same way, using
the same auditing company, the same audit tool, over the
same timeframe. Once Kathmandu changed our mindset
and our focus, from compliance and auditing to
transparency and empowerment, we realised we needed to
treat each supplier differently based on their unique
strengths and weaknesses.

We began by segmenting our supply chain into those
suppliers with whom we enjoyed a strong relationship,
those we had some influence with, and those transactional
suppliers with whom we had little influence.

This provided us with a more accurate assessment of the
risks we were facing in each category and also allowed us
to better understand the unique culture, values and
attitude of each individual supplier. We could now more
easily identify those suppliers who were facing the greatest
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challenges as well as where our investment in time and
resources would be of most benefit.

Z
Ownership @

With this change in mindset, we were able to move away
from a model that relied purely on compliance, to an
approach that invited greater ownership and investment by
our suppliers in their own management systems,

monitoring and social processes.
i
fauat

Worker Voice i . Rl <

Another critical part of our approach included a bottom up
assessment of our suppliers and the working conditions
they provided, from the workers themselves. For all the
aforementioned reasons, traditional audits are woefully
inadequate to identify issues such as sexual harassment
and workplace bullying, let alone forced labor and other
forms of Modern Slavery.

Kathmandu sourced and created the necessary tools and
processes that would allow the company to hear the voices
of the workers themselves. We also sought to improve both
the internal and external grievance mechanisms and
communication channels between management, workers,
and Kathmandu.

o°o°
Supplier Evaluation i
Kathmandu suppliers are categorized as Strategic, Core,
or Transactional. This is based on the amount we spend,
the length of our relationship, their significance within the
product category and the percentage we make of the
supplier’s overall production.

The CSR assessment contributes to the status of the
supplier which can either be “on-boarding, grow, maintain,
and decline.” On-boarding status is for suppliers who have
been recently approved; grow status is for suppliers the
company hopes to increase production and/or move to a
core or strategic supplier; maintain status is for suppliers
that are in a stable position, and decline status is for those
suppliers that are not performing to Kathmandu's
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standards and potentially exiting our supply chain. The CSR
assessments are shared with our suppliers and are included in
the ongoing decision making to determine future business.

6.2 Transparency

Modern Slavery continues to thrive and flourish in the world
in large part because it is not visible. Making our own supply
chain more transparent was therefore a central part of our
overall CSR strategy. There are several benefits for doing so.
Disclosing names, addresses, and other relevant information
about our supply chain helps make it possible for otherwise
competing brands to work together with us and together
gain enough leverage or influence in a factory or country to
achieve remediation of worker rights abuses.

Supply chain transparency also helps us to check
unauthorised subcontracting which is a risk for any global
supply chain. By publishing the names and addresses of all
authorised supplier factories and their approved subcontract
facilities, interested parties know which factories are
authorised to produce for Kathmandu and which are not.

Online Transparency @

Kathmandu makes our Tier 1 supply chain transparent

by posting our supplier and factory list on our website.

This includes the name and address of each factory making
Kathmandu branded product as well as the product type
they make and the number of workers in each factory.>

Kathmandu also makes our Tier 1 supply chain transparent
through the Open Apparel Registry (OAR).” The OAR is an
open-source, neutral and publicly accessible database of
every facility in the global apparel and footwear sector.

The mission of the OAR is to enable industry collaboration
and improved identification of factories and now hosts more
than 25,000 manufacturing facilities. Every facility making
Kathmandu apparel can be identified and located on a
global map using their GPS coordinates.
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New Suppliers

Kathmandu has a comprehensive on-boarding procedure
for new suppliers which includes a mandatory CSR
assessment. Once new suppliers and factories have been
selected, Kathmandu initiates the on-boarding process
which introduces Kathmandu'’s values along with the
Supplier Introduction Package. The Introduction Package
includes information on the on-boarding process, the code
of conduct, our stand on transparency, a self-assessment,
and a supplier evaluation questionnaire. After the approval
of this process, the Quality and CSR teams each arrange
for an assessment of the factory. During the assessment,
the transparency of the supplier is evaluated.

Supplier Commitment

Kathmandu requires all suppliers to sign the company’s
Terms of Trade Agreement. This agreement includes a
commitment to uphold Kathmandu’s Code of Conduct,
to remediate issues as they arise, as well as the right of
inspection from approved third parties. The agreement
covers terms on the use of agents, subcontracting and
terms of termination if the agreement is broken.

Supplier Workplace Code of Conduct

Our Code of Conduct forms the basis of our CSR Process
and defines the labour standards that aim to achieve
decent and humane working conditions for the workers in
our global supply chain as well as prevent, identify and
address any and all forms of Modern Slavery.

In keeping with the values of the company, Kathmandu
placed transparency as the number one priority at the top
of our Code of Conduct. This is also because if the
information gathered during assessments and audits is not
true, then everything else is smoke and mirrors. In order to
do business with Kathmandu, Suppliers must commit to full
transparency in their Supply Chain. The Supplier must seek
Kathmandu approval for all primary and/or subcontracted
facilities prior to production. In addition, the code gives
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Kathmandu permission to seek to extend transparency
further down the Supply Chain. In 2021 Kathmandu
Holdings entered into a Sustainability Linked Loan with ANZ
Bank that cements our commitment to extend
transparency into our Tier 2 suppliers.

We reinforce to our suppliers that unlike some other brands,
we do not expect perfection when it comes to adhering to
our Code of Conduct but rather honest and transparent
communication and visibility around those issues that
affect the workers who make our products. That way we
can work on addressing the issues together in partnership
and cooperation and improve our combined business at the
same time.

In order to do business with Kathmandu, suppliers must
agree to comply with all relevant and applicable laws and
regulations of the country in which workers are employed
and to implement the Kathmandu Code in their applicable
facilities. When differences or conflicts in standards arise,
suppliers are expected to apply the highest standard.

Code of Conduct

The important aspects of our Code as it applies to Modern
Slavery are Employment Relationship, Non-discrimination,
Harassment or Abuse, Forced Labor, Child Labor and
Freedom of Association and Collective Bargaining.*®

7
Modern Slavery Policies and Procedures @
Kathmandu has developed the following policies as an
essential step in addressing modern slavery.

e Child and Forced Labor Policy
Kathmandu has a Mandatory Reporting of Child and
Forced Labor Policy, which is applied should cases of child
or forced labor be found within the supply chain. The policy
explains the detailed process for reporting child labor and
forced labor violations, along with clear definitions of what
constitutes child labor and forced labor.

SHARED PURPOSE
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The policy is based on and in accordance with the
international labour standards in place to combat such
exploitation, principally the United Nations Convention on
the Rights of the Child (1989), The Protocol to Prevent,
Suppress and Punish Trafficking in Persons Especially
Women and Children, supplementing the United Nations
Convention against Transnational Organized Crime (2000),
The ILO Minimum Age Convention (1973) and the ILO Worst
Forms of Child Labour Convention (1999). The Kathmandu
policy is created to ensure that any cases of child labour
and/or forced labour discovered within the Kathmandu
supply chain are dealt with appropriately in a professional
and timely manner.

The policy includes what initial action should be taken
including what information should be gathered from an
evidential perspective should an intervention requiring local
Government law enforcement be required, who the
information should be escalated to and within what period.
It provides examples of recommended approaches to
several potential scenarios involving underage workers and
cases of suspected forced labor.

e Migrant Labour Policy
Kathmandu recognises that migrant workers are especially
vulnerable to exploitation and are often subject to abuse
and exploitation. They are unlikely to raise grievances with
their employers or the authorities, especially if they are
undocumented. They could lose their only source of income,
could be locked up or deported. They may turn to
unscrupulous intermediaries willing to exploit their
vulnerability by finding them even riskier jobs.

The Kathmandu Migrant Labour Policy therefore outlines
the company’s commitment to ensuring its suppliers
provide sustainable recruitment practices and employment
conditions for Migrant Workers in our supply chain.

The policy provides an explanation of key terms along with
what steps suppliers are required to take to ensure that

ME & WE
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Migrant Workers are treated with due respect to their basic
human rights and in compliance with the Kathmandu
Workplace Code and the local law. This includes pre
departure, post arrival and repatriation.

Driving Transparency

EiQ is our supply chain analytics platform provided by our
partner ELEVATE. EiQ was developed to provide sourcing
and CSR professionals the information needed for
evaluating risk at new sourcing destinations, monitoring
existing suppliers, scorecarding business partners and
supporting resource allocations. EiQ helps Kathmandu
measure the transparency of each supplier as well as
identify, implement, and measure opportunities to drive
our social impact programs.

Assessing Factory Conditions ‘
Kathmandu'’s full social audit tool covers the standard
top-down management interviews, documentation review,
visual inspection, worker interviews, consultation with
unions or worker representatives and an occupational
safety and health review. In addition, the audit also

includes a confidential and anonymous worker survey to
provide a bottom up lens of the working conditions

(see Worker Voice Section, page 23).

To ensure consistency in how Kathmandu standards are
assessed, Kathmandu also developed formal field
instructions for its monitoring program that are shared
with all auditors. The field instructions provide guidance on
numerous issues including the company’s approach to
auditing and the priority we place on transparency over
perfection, as well as the emphasis we place on worker
voice and the participation of union and/or worker
representatives in the opening and closing meetings during
the audit.

Specific guidance focuses on the company’s audit tool
including direction on worker interviews, management
interviews, documentation review, visual inspection, and
occupational safety and health review. All auditors are

SHARED PURPOSE
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provided training by the Kathmandu CSR Specialist.
Where the CSR Specialist identifies inconsistencies among
auditors, she documents the case and either provides
feedback to the auditor or further training.

All factories are audited at least once every two years.
The audit score is included in the overall risk score that is
used in the segmentation process of suppliers. This scoring
system is used internally to determine future business
investment as well as the type of support each factory
should receive.

For transactional suppliers, Kathmandu implemented a
shortened audit tool in 2018 called a Minimum Standard
Assessment. The shortened audit is a one-person, one-day
audit that focuses on Kathmandu’s minimum code of
conduct standards, including questions on policies and
procedures, hours of work, compensation, freedom of
association, grievance mechanisms, Kathmandu'’s code of
conduct, health, safety and the environment.

This shortened audit also includes worker interviews, union
engagement, management interviews, document review,

and a factory walkthrough.
00000 /
i

Worker Voice i ‘

In partnership with ELEVATE, Kathmandu uses a model of
detection and prevention using direct worker feedback on
working conditions to detect the level of risk, meet
reporting obligations and support prevention and worker
education. Laborlink is an award-winning tool for better
detection and risk analysis through unfiltered worker insight
and serves as a means to further support ethical sourcing
at all levels of the supply chain. Laborlink provides
enhanced detection through mobile technology allowing
for anonymous and more reliable worker feedback.

By engaging with workers in this way, Laborlink provides a
more in-depth analysis and visibility of the true conditions
at a factory. The factory-based worker surveys offer
Kathmandu and the factory the opportunity to understand
worker needs and sentiment in a deeper way. Providing
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workers with a safe, free, and anonymous channel to report
on working conditions has been proven to detect sensitive
issues in sites where traditional audits have not.

Kathmandu suppliers can also use this data to better
understand the root causes of labor risks, improve
recruitment practices, and support management in
providing remedy for worker grievances. This survey data,
when combined with educational materials and training to
improve factory management'’s business and social
performance, is a more powerful tool to reduce worker
vulnerability than traditional audits on their own. From
2018, Kathmandu began including a Laborlink Worker
Sentiment Survey as part of every full social audit. This
17-question diagnostic is benchmarked to over 1800
factories in 10 countries, providing a top down as well as a
bottom up assessment of working conditions and trust in
grievance mechanisms, from the workers’ perspective.

o°o°o l /
Grievance Process .

Kathmandu has created a robust grievance mechanism as
part of a wider social improvement program. The process
includes first verifying that a functioning grievance policy
and procedure exists at every factory as part of our social
audits. Kathmandu ensures there is a confidential email
channel at all facilities as part of the agreed Terms of Trade
with every supplier. The email address is displayed on every
Kathmandu Code of Conduct. In addition to this, the same
email address is displayed on business cards which are
handed out by Kathmandu or Elevate staff as part of every
assessment.

However, in recognition of the fact that most workers do
not speak English and have limited access to email,
Kathmandu realised that while the above mechanisms
ticked the “grievance mechanism box”, they were not very
effective.

Kathmandu therefore created alternate channels in the
form of links to the social media platforms used by the
workers. More than 95% of workers in China use WeChat
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and the equivalent tool in Vietnam is called Zalo.

The WeChat or Zalo QR Code is now displayed on all
Kathmandu Codes of Conduct which are on display and
accessible to all workers. By simply scanning the code with
their own mobile phones, every worker in China and
Vietnam (which makes up 80% of our supply chain) can
now immediately contact and communicate directly the
Kathmandu CSR team in their own language and on their
own device.

Kathmandu further provides online e-leaning modules to
suppliers and factory management on the critical
importance of having effective grievances mechanisms.

Finally, Kathmandu maintains an ongoing relationship with
local partners who can be consulted and/or engaged when
necessary. They are typically NGOs or trusted contacts with
local knowledge and expertise on legal and complaint
issues (see Partnership Section page).

OOOOO L /
Ethical Voice Tools ‘

As stated, audits on their own are an ineffective tool to
assess and address the risks of Modern Slavery in global
supply chains. Only a small number of workers are spoken
to as part of any audit and so when it comes to identifying
those who are vulnerable to various forms of deception and
coercion, this is fundamentally flawed.

In 2021 Kathmandu began working with New Zealand
company Ask Your Team® who are approaching this
challenge with a different mindset and innovative
technology that ensures every worker gets a meaningful
voice. Their goal is to “improve the lives of people in the
supply chain and create business advantage by developing
a sustainable, self-fulfilling ecosystem with the voice of the
worker at the heart of it.” They believe that only by
achieving a more robust worker wellbeing system can true
supply chain integrity be achieved, one that considers the
whole ecosystem and harnesses the full potential of
collaboration.

0.0
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Rather than a “top-down” approach that places audits at
the centre of supply chain integrity, Ask Your Team uses a
more “bottom-up” approach based on the understanding
that workplace cultures of involvement, empowerment and
inclusivity necessarily begin with people. Their approach
therefore places the human at the centre, rather than on
the periphery.

Consumers

The Ask Your Team Ethical VOICE solution provides
transparency on how every worker, including those most
vulnerable, are being treated. Real-time feedback means
companies can more quickly identify issues that improve
both productivity and the wellbeing of their workers.
Information gathered can then be aggregated and used to
identify exploitation risks across an entire sector. Worker
Wellbeing scores can be publicly made available to
auditors, consumers, industry bodies, consumers and other
interested parties. Essentially using this technology means
companies can get an overview of worker wellbeing across
their entire supply chain and can also then compare worker
wellbeing scores between suppliers.
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Kathmandu has been working with Ask Your Team to
translate the survey questions into Mandarin and will begin
trialing the technology within our supply chain in early 2022.
Given the limitations of traditional auditing as well as the
prohibitive cost in seeking to audit every facility across all
tiers of a supply chain, this shift in mindset and approach as
well as the ability to give every worker in the supply chain a
meaningful voice, has the potential to change the way
companies around the world think about and provide
assurance around supply chain integrity.

Union Engagement

The Kathmandu CSR Specialist trains all auditors to review
collective bargaining agreements (CBA) and assess against
both Kathmandu's workplace standards and with respect to
CBA contents during audits.

Kathmandu added additional questions on union
engagement, worker representation and the review of CBAs
to our audit tool.

Tracking Remediation

Kathmandu has a process to remediate findings from all
factory assessments. Once an audit is completed, the
auditor submits the final report within five working days and
Kathmandu then raises issues or approves the report within
three working days. Once the report is approved,

a Corrective Action Plan (CAP) is generated and a CAP
initiation email is sent to the facility contacts. The CAP
creation process is a collaborative process between the
facility, the auditor, and Kathmandu. The collaborative
process of CAP creation is an expectation that is shared with
the suppliers during the onboarding and audit process.

All facilities are required to submit an initial CAP within 14
calendar days after receiving the CAP initiation email.

Each finding is categorized into critical, major, moderate,

or minor severity. Kathmandu assigns the following timelines
for CAP submission by type of finding:

a. Critical - Immediate action, within 24 hours after
the audit.
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b. Major - 1 month.
c. Moderate - 3 months; and
d. Minor - 6 months.

Root Cause Analysis

On their own, CAPs have a limited effectiveness in
improving working conditions. A root cause analysis is
therefore also required for every critical issue found in a
Kathmandu audit. Conducting a root cause analysis is the
responsibility of the factory, with the CAP then reviewed by
the CSR team. When needed, the CSR Specialist provides
guidance documents on root cause analysis as part of the
improvement services for suppliers.

6.3 Collaboration

Kathmandu believes that companies have a critical role in
assessing, mitigating and preventing forced labor and
Modern Slavery throughout their business activities.
However, we also recognise that we are a comparatively
small player on the global stage, and we cannot
adequately address global slavery alone. Having both
internal expertise and external collaboration through
strategic partnerships with consumers, civil society,
governments, investors, suppliers and workers is essential.

INTERNAL EXPERTISE:

Kathmandu CSR Department

The Corporate Social Responsibility (CSR) Department is
responsible for developing and implementing Kathmandu'’s
CSR policies and social impact program. The department
consists of the CSR Manager, who is supported by a CSR
Specialist based in Asia. The CSR Manager reports directly
to the General Manager of Product who in turn reports to
the CEO of Kathmandu.
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Modern Slavery Expertise and Experience

The Kathmandu Corporate Social Responsibility (CSR)
Manager was hired in part due to his previous extensive
experience in investigating and documenting cases of
modern slavery. After 20 years' experience in law
enforcement, he worked as an investigator for several
international human rights organisations operating in Asia,
Africa and Latin America. His role was to gather evidence
of human trafficking in order to facilitate the rescue of
victims and the prosecution of the perpetrators involved.
This previous experience and expertise has been beneficial
in helping Kathmandu identify and address the risks of
Modern Slavery.

CSR Specialist

In order to effectively respond to the social challenges in
our supply chain with transparency and integrity,
Kathmandu recognised we required greater access and
improved visibility, genuine understanding of the issues
involved and an ability to act in a timely and culturally
appropriate manner. Without any local on-the-ground staff
who speak the language and understand the culture and
mindset of our suppliers, this would remain a constant
barrier. Having someone on the ground in the primary
country of manufacture where Kathmandu manufactures
the majority of its products was therefore critical for any
kind of sustainable improvement at the supplier level.

The Managed CSR Service (MCSR) offered by ELEVATE
provides Kathmandu with a dedicated professional, tools
and other resources to help the company in the following
areas:

— On the ground presence

— Immediate access to suppliers and factories

— Bridging the cultural and language gap

— Remediation support and synergy with other ELEVATE
improvement services

— Risk mitigation to both workers, suppliers, factories
and Kathmandu
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— Corrective action management and follow up in local
language and time zone

— Credible grievance mechanism for workers

— Consistent brand presence in factories

Elevate the core competency of the Kathmandu

CSR team

The CSR Specialist, who reports directly to the CSR

Manager, is located on the ground in Shenzhen, China.

As a Chinese national she understands both the language

and the culture of the majority of both our suppliers and

workers. This provides the company with the ability to

communicate with most of our suppliers in their own

language and in a way that respects their worldview.

It also gives Kathmandu the improved ability to see and
detect cases of possible exploitation previously hidden used
the guise of cultural differences.

The CSR Specialist supports daily operations at the
headquarter-level as well as supporting assessments and
remediation efforts in the field. She is responsible for
overseeing social compliance due diligence at the factory
level, including providing auditors with the necessary
guidance and training to ensure that company assessments
meet or exceed the Kathmandu standards. She also
regularly participates in social improvement projects to
empower factory management and workers and help them
understand the importance Kathmandu places on trust,
Training on CSR and Modern Slavery for ’
Kathmandu Staff

Kathmandu’s Human Resources (HR) Department worked
with the CSR team to develop compulsory online social
compliance training modules for all staff, including
headquarter and retail staff. Compliance trainings to date
include Kathmandu’s Workplace Code of Conduct,
Principles of Fair Labor and Responsible Sourcing and
Responsible Purchasing Practices. Each training session

results in a scored assessment of knowledge gained and
each training session needs to be completed successfully to

transparency and collaboration.
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be completed at all. Kathmandu tracks the percentage of
completion by each staff and has a feedback form for
subsequent trainings.

Responsible Sourcing

In order to avoid creating the conditions that can fuel
forced labor and other forms of Modern Slavery,
Kathmandu has a Responsible Purchasing Policy which
includes information on the company’s commitment to
worker wellbeing, supply chain characteristics and
production and planning critical path schedule. The policy
ensures that suppliers have a voice and an ability to delay
or decline orders to avoid overtime. Kathmandu uses a
purchase order and freight management system that
requires suppliers to either confirm, request changes or
decline production units and timeline requests. Before a
purchase order can be confirmed, both supplier and
Kathmandu must indicate agreement in the system.

The policy also addresses balanced planning, adequate
lead times and incurring costs if a shipment delay is due to
Kathmandu not being able to reach critical path deadlines.
For example, if design changes are made after the deadline
has passed, Kathmandu incurs the costs of any changes of
freight methods to allow for a longer production time.

If the delay is the fault of the supplier, the supplier pays the
additional air freight costs.

Additionally, the policy outlines the Product Lifecycle
Management process, which consolidates information
related to line plans, design concepts, supplier information,
fabric and managing critical path activities through
centralising the data. This process ensures that all finished
products have materials written by the Marketing Team
and decisions are agreed by the Product Team before
passing on to the next business process. The policy explains
responsible purchasing best practices, the persons
responsible for responsible purchasing practices and the
scorecard process and supplier incentives.
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Training on Responsible Purchasing Practices

All relevant Kathmandu staff are trained on Responsible
Purchasing Practices through training modules sourced
from ELEVATE. The trainings include a review of Key
Performance Indicators (KPI's) as well as group activities
that are identified as best practices. To date these trainings
have included a formal feedback mechanism and results
were reviewed by the CSR Team. In addition to training
relevant business staff, Kathmandu’s Human Resources
department has developed compulsory training for all staff
on Responsible Purchasing Practices.

Accountability to Purchase Responsibly

All relevant business staff are held accountable for carrying
out responsible planning and purchasing practices through
their job descriptions. Every job position description has
CSR as an area of accountability. The performance
standards in the area of accountability is broken down to
"key accountabilities” and “performance measures.”

Key accountabilities include the responsibility to act
without delay when a serious human rights or labor rights
violation affects Kathmandu employees, customers, or
workers in factories within Kathmandu’s global supply
chain. All staff responsible for implementing the
Responsible Purchasing Practices are listed within

the policy.

Implementing Responsible Purchasing Practices
Internally there are multiple meetings involved in
Kathmandu's sourcing processes. These meetings include
a management team meeting every two weeks, an
operational team meeting on a monthly basis and a weekly
critical path meeting. Kathmandu also conducts pre-
allocation meetings where the Sourcing Team meets with
the Merchandising Team and Product Development Team
to discuss new products. Kathmandu staff responsible for
planning and purchasing decisions are required to engage
with the Supplier Management Team as part of the
regularly scheduled stage gate meeting process, especially
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ELEVATE

when problems arise so that the appropriate support can
be provided at the factory level.

EXTERNAL COLLABORATION: o &

ELEVATE

As previously discussed, ELEVATE provides Kathmandu
with corporate consulting services including CSR program
evaluation and development, projects and research,
surveys, as well as capacity building services such as CAP
management, worker engagement, factory improvement
support, digital learning, managed corporate social
responsibility (MCSR) and key performance indicator
monitoring.

Most importantly for Kathmandu, ELEVATE shares the same
values and commitment to transparency. The company
leadership and staff recognise the importance of going
beyond the audit in order to facilitate genuine
understanding, real improvement and positive impact in
the supply chain. In keeping with the Benefit Mindset,
ELEVATE adheres to an economic model that collectively
activates business and other stakeholders to improve
people’s lives and preserve the planet.

Kathmandu aligned with ELEVATE in large part because of
their focus on going beyond the audit to making
innovative, tangible improvements and positive social
impact at a local level. In an industry fraught with
corruption, ELEVATE has efficient systems to ensure that
their work is maintained to a high standard of integrity and
transparency. Their goal is to add value and deliver lasting
positive change for companies, brands, suppliers, factories
and workers. Of critical importance, ELEVATE auditors and
staff provide Kathmandu with a better understanding of
the local culture, language and mindset of our suppliers,
factories and workers.

The partnership Kathmandu enjoys with ELEVATE has
allowed the company to take a very holistic approach to
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our supply chain, using recommended best practices within
the industry. We have collaboratively created an auditing
tool and methodology that is transparent and effective at
identifying areas for improvement but goes beyond
compliance to continuous improvement and impact.
ELEVATE also provides Kathmandu with some of the tools
necessary to proactively identify those issues that are
impacting workers such as the worker-sentiment surveys
that provide greater insight into the issues impacting

their lives.

ELEVATE is our expert advisor when it comes to addressing
Modern Slavery risks in global supply chains and the
company runs webinars and training sessions on the same.
ELEVATE has also provided wider training on the
implications of the Australian Modern Slavery Act,
partnering with NGOs in running forums to equip
Australian companies to be slavery free.

OOOOO /
Fair Labor Association (FLA)

The Fair Labor Association (FLA) is a collaborative effort of
socially responsible companies, colleges and universities, as
well as civil society organizations. The FLA was established
in 1999 and evolved out of a task force created by then
United States President Bill Clinton following a series of
child labor and forced labor scandals involving major
apparel and footwear brands. The FLA uses a Multi-
Stakeholder Approach (MSA) to improving workers lives and
addressing abusive labor practices. It offers tools and
resources to companies, delivers training to factory workers
and management, conducts due diligence through
independent assessments and advocates for greater
accountability and transparency from companies,
manufacturers, factories and others involved in global
supply chains. Kathmandu affiliated with the Fair Labor
Association (FLA) in June 2014, aligned its code of conduct
in 2015 and became the first brand in Australasia to
become FLA accredited in 2018.
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The FLA provides guidance to all members on how to
address the risks of Modern Slavery in their collective supply
chains. The guidance has included indicators of forced
labor, responsible recruitment, benchmarks of best
practice, recommendations for our suppliers and a list of
resources and additional organisations to provide further
guidance and assistance.

The FLA also regularly updates all its members on global
risks and the latest trends and best practices as they relate
to Modern Slavery. An example is the FLA Brief released in
January 2020 on Forced labor Risk in the Xinjiang region in
China. The brief outlined what the forced labor risks are for
those companies sourcing from Xinjiang. The brief provided
comprehensive background to the issue, the limitations to
effective remediation due to restricted access and
unreliable information, as well as recommendations and
additional reading.

e FLA Responsible Recruitment Commitment
In 2018, the American Apparel & Footwear Association
(AAFA) and the Fair Labor Association (FLA) announced a
proactive industry effort to address potential forced labor
risks for migrant workers in the global supply chain. They
together created a Responsible Recruitment Commitment
to be signed and adopted by all participating members.
The commitment states: “We commit to work with our
global supply chain partners to create conditions so that no
workers pay for their job, workers retain control of their
travel documents and have full freedom of movement; and
all workers are informed of the basic terms of their
employment before leaving home.” °

For the Commitment to Responsible Recruitment to be an
effective industry tool to address risks of forced labor, the
AAFA and the FLA decided that member companies who
agree to sign the industry tool must incorporate the
commitment into their company social compliance
standards by 31 December 2019. In addition, they must
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periodically report on their actions to imbed elements of
the commitment into their policies and processes through
sustainability reporting and/or Modern Slavery legal
disclosures. Kathmandu signed the Commitment to
Responsible Recruitment in 2018 and in 2019 we updated
our Code of Conduct accordingly in all factories making

0°0°0 /
Outdoor Industry Association (OlA)

Kathmandu is a member of the OIA®, a membership-driven
trade organization for the outdoor industry focused on best

Kathmandu branded product. ©

practices in policy, sustainable business innovation and
increasing outdoor participation. The OIA provides brands
like Kathmandu with a collaborative community to
participate in, learn from and access best practice tools
and resources for addressing common supply chain
challenges such as Modern Slavery.

o°o°o /
Sustainable Apparel Coalition (SAC) i

Kathmandu is a member of the SAC, an alliance of apparel,
footwear and textile companies working together to
further sustainable production. The vision of the coalition is
“An apparel, footwear, and textile industry that produces
no unnecessary environmental harm and has a positive
impact on the people and communities associated with its
activities.”*®* As a member of the coalition, Kathmandu is
an active participant and user of the Higg Index. The Higg
is a suite of tools that enables brands, retailers, and
facilities of all sizes to measure and score their own
sustainability performance. The Higg Index delivers a
holistic overview that empowers businesses to make
meaningful improvements that protect the well-being of
factory workers, local communities and the environment.

00000 /
Social and Labor Convergence Project (SLCP)

Kathmandu is a signatory to and participant in the Social
and Labor Convergence Project (SLCP)%*. The SLCP is an
initiative led by the world’s leading manufacturers, brands,
retailers, industry groups, inter-governmental
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organizations, service providers and civil society
organizations. The mission of the SLCP is to develop a
common assessment framework and data collection
system, dramatically increasing industry efficiency and
reducing audit-related costs.

In recognition of the fact that suppliers, factories, brands
and other stakeholders are ready to move away from
endless auditing to more innovative investments which
actually make a difference, the SLCP is an attempt to
create one agreed upon auditing framework that promotes
collaboration and frees up resources which can then be
redirected to programs that facilitate lasting improvements
in working conditions and have a wider social impact.

Kathmandu supports and aligns with the SLCP in their
mindset and actions as they attempt to move beyond
traditional auditing to more creative and collaborative
ways of making an impact. The Kathmandu CSR team has
participated in several SLCP trainings and had input into
the ongoing development of this tool. Several Kathmandu
suppliers in China have also participated in the roll-out and
testing of this audit tool and have provided feedback on its
effectiveness and areas for improvement. Like other
signatories, Kathmandu believes that the adoption of one
standardised auditing tool is a necessary step so that
resources currently spent on audits can be proactively
spent on addressing issues like Modern Slavery.

0°0°O /
MeKong Club i ‘

The Mekong Club® is a non-profit membership-based
organization that works with brands and companies who
want to ensure their business is free of Modern Slavery.
The Mekong Club provides members with resources,
training and tools better address the challenges unique to
their industry.

Members are invited to work collaboratively to address
forced labour and other forms of exploitation and abuse
within their supply chains. In recognition of the fact that
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approximately 75% of Modern Slavery is forced labor and of
this figure, approximately 60% of the victims are associated
with manufacturing supply chains, the vision of the Mekong
Club is to harness the power of the private sector in
changing those business practices that fuel such slavery.

o°o°o /
Centre for Child-Rights & Business i ‘

The bulk of Kathmandu'’s suppliers are based in China.
Kathmandu therefore entered a partnership with the
Centre for Child-Rights & Business® to deal with any cases
of child trafficking or child labor cases that might arise. The
Centre for Child-Rights & Business (formally CCR CSR) is a
supply chain consultant based in Shenzhen.

The organisation has the experience, expertise and
necessary networks to help companies improve their
impact by strengthening their sustainable business
practices. In 2019, The Centre provided advice to
Kathmandu on best practices for addressing potential child
labor cases in China. The Centre and ELEVATE further
announced a formal collaborate agreement between the
two agencies, making The Centre ELEVATE's preferred
partner to support companies with child labor remediation,
risk assessments and support programs for parents and

young workers. ¢

Alliance Anti Trafic (AAT) ‘
Kathmandu's second largest source country is Vietnam.

The company therefore proactively signed a memorandum
of understanding (MOU) with Alliance Anti Trafic (AAT)%®

in Vietnam. AAT is the primary organization in Vietnam
offering services to victims of human trafficking and
Modern Slavery. AAT is a local expert in prevention through
education, repatriation, rehabilitation, professional
training, reintegration and advocacy.

Kathmandu signed an MOU with AAT in order to establish
and promote a collaborative working relationship between
the two organisations. The MOU covered the sharing of
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confidential information and the ongoing care of victims of
human trafficking and Modern Slavery in accordance with
recognised best practices.

If a case of Modern Slavery is identified in any of the
factories that make up part of the Kathmandu supply
chain, the two organisations agreed to work collaboratively
and follow a series of agreed action steps. Kathmandu and
AAT agreed to communicate openly and transparently and
find a solution that protects and respects the dignity of the
victims, in recognition that they will be better protected by
the two organisations working collaboratively together.

The MOU states that AAT will work closely with and support
Kathmandu in providing on the ground assistance and
advice, acting as an advocate to victims of Modern Slavery.
ATT will provide a direct source of communication with the
victims and provide the relevant victim support as well as
assess and develop a reintegration plan that is relevant and
appropriate for any victims referred to them.

The MOU further states that Kathmandu and AAT will both
contribute to the ongoing safety and reintegration of
victims of Modern Slavery. Each case will be dealt with
separately and the amount of any financial support
provided by Kathmandu will depend on the circumstances
of each case. Whether Kathmandu contributes to the
ongoing vocational training, schooling, repatriation,
transport, accommodation or medical treatment of any
victims will also be determined on an individual basis

o°o°o /
o
Baptist World Aid Australia iy ‘

Every year, Kathmandu participates in The Ethical Fashion
Guide ¢, a consumer facing assessment and grading of 130
apparel companies, including 480 brands, from A+ to F on

depending upon the circumstances.

their policies, transparency, worker rights, and
environmental management. In 2021 Kathmandu received
an A grade, reflecting the actions we have taken and the

ME & WE . ECOSYSTEMS OF WELLBEING

improvements we have made in these areas. Kathmandu
supports and encourages this collaboration between the
NGO and private sector in a way that empowers
consumers to use their purchasing power in support of
those brands that align with their own values.

The report benchmarks and tracks the efforts of fashion
companies to ensure that the rights of the workers who
make their products are upheld. These rights including a
safe workplace, a fair wage and freedom from Modern
Slavery.

Modern Slavery Leadership Advisory Group

In 2021 the New Zealand Ministry of Business Innovation
and Employment MBIE) established a ‘Modern Slavery
Leadership Advisory Group’ to inform the policy
development taking place in relation to the implementation
of Modern Slavery legislation in New Zealand. Kathmandu
has been an active member and continues to provide
regular and ongoing input into this group and its work.

The Collaborative Advantage

The Collaborative Advantage is a working group of
sustainable and ethical sourcing practitioners focused on
enabling greater collaboration and shared learning to drive
collective and sustained change from within the New
Zealand Business community. The group was started and is
facilitated by Kathmandu and Deloitte in order to
collaboratively create and participate in a more ethical and
sustainable way of doing business that benefits all
stakeholders. It is based upon the premise that we are all
connected and that we can collaboratively improve
sustainability and ethical best practices.

The objectives of the group is to bring sustainability and
ethical sourcing practitioners together to:

— Create a safe environment to share and ask questions
in a non-competitive context

[9 EVERYDAY LEADERSHIP

SHARED PURPOSE



— Develop a new mindset and new ways to conduct truly
sustainable business

— Learn from each other about our journeys, the good
and the bad

— Learn from experts, government groups, NGOs, learn
about new developments, tools and initiatives

— Facilitate collective impact and drive action

The Collaborative Advantage is pioneering a new way of
approaching the common environmental, social and
governance challenges that every business is facing in
recognition that we cannot meaningfully or effectively
respond to any of them in alone and in isolation from the
wider ecosystem within which we operate.

— The Collaborative Advantage

The Fashion Revolution .

The Fashion Revolution is a global movement committed to
changing the way clothes are sourced, produced and
consumed. Their vision is a fashion industry that values people,
the environment, creativity and profit in equal measure. The
self-identified “pro-fashion protesters” want to see the fashion
industry become a force for good.

They do so by being bold, provocative, inquisitive, accessible
and inclusive, while avoiding negative protesting, victimising
and naming and shaming as ineffective ways to achieve
systemic change.”” Fashion Revolution’s Fashion Transparency
Index (FTI) reviews and ranks 250 of the biggest global fashion
and apparel brands and retailers according to their level of
transparency. In 2021 Kathmandu was included for a second
time.
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7.0

How
Kathmandu
assesses the
effectiveness
of the
actions we
have taken.

As previously submitted in 2020, the key actions taken by
Kathmandu to assess and address the risks of modern slavery
in our operations and supply chains are summarised under
the three areas of mindset, transparency and collaboration.
How Kathmandu assesses the effectiveness of our actions in
each of these areas is outlined below.

HOW WE ASSESS THE EFFECTIVENESS OF
ADDRESSING MINDSET

Given that our mindset is the very lens through which we see
the world, the best way to become aware of the unconscious
lenses through which we see - is to ask questions that expose
those lenses and/or to model what it looks like to wear lenses
that are very different. The question for Kathmandu is how
we are assessing the effectiveness of the questions we are
asking and the different lenses and approach we are
modelling. We do so through the following:

The CSR Manager meets with the CSR Specialist every
other working day to review and assess in an ongoing
manner the questions we are asking our suppliers, the
responses we are seeing and the approach we are taking.

N

The CSR Manager meets with the General Manager of
Product every fortnight to ensure that the approach we
are modelling embodies and reflects the values and
commitments of the business and our wider participation
in the B-Corp movement.

3. The CSR Manager meets with the CEO on an annual
basis to review Kathmandu'’s proactive approach and
response to Modern Slavery.

4. The Sourcing team regularly discusses all potential new
suppliers with the CSR Manager and the CSR Manager
is required to approve any new vendor as part of the
onboarding process.

5. Including a worker sentiment survey as part of every full
social audit ensures that Kathmandu can ask better and
more relevant questions of workers and gain a more
thorough and complete understanding of their overall
wellbeing as a result.

6. The CSR Manager tracks the positive disruption
caused to the existing business model of auditing and
compliance through the growing number of other
businesses and brands seeking to connect with
Kathmandu, understand our approach and apply our
methodology to their own supply chain.

Example

Including the worker voice section in all our full social
audits has revealed that some suppliers who score very well
in a traditional audit, can simultaneously score very poorly
in the worker voice section. One such supplier received

an audit score of 93% which is an “"A” grade result.
However, when workers participated in the anonymous
worker survey, 58% reported workplace bullying. Of those
who reported such harassment, nearly twice the number
of female workers reported being the victim of such
bullying as their male colleagues. Such concerning results
would not have been identified or even voiced during a
traditional audit.

Similarly another supplier who also scored very well in the
traditional audit score, revealed cases of sexual harassment
with some female workers stating they had experienced or
witnessed unwelcome sexual remarks or physical contact
by a co-worker or superior in the last 12 months. Such
findings have given us greater confidence in the mindset
we are adopting and the effectiveness of our approach to
detect forms of abuse, exploitation and Modern Slavery.

HOW WE ASSESS THE EFFECTIVENESS OF
TRANSPARENCY

Transparency is encouraged and facilitated by modelling
the same vulnerability and willingness to trust that we seek
from the other. Transparency in business requires courage,
ownership and a willingness to get it wrong - so that we
can learn, improve and transform. We reward those who
are transparent in business by investing more in our
relationship with them. Equally we caution and ultimately
withdraw from those suppliers who are unwilling to be



transparent with us and who are also unwilling to change.
How we assess the effectiveness of facilitating such
transparency is through the following:

1. The CSR Specialist tracks the number of suppliers who
are willing to be transparent about the imperfections
within their business and seek external guidance on
how to improve.

2. 100% of our Tier 1 factories are required to complete
a social audit, corresponding CSR assessments and/or
participate in supplier ownership programs every two
years as part of their Terms of Trade Agreement with
Kathmandu. Transparency is the number one issue on
our Supplier Code of Conduct that is assessed and
tracked. The CSR Specialist follows up on all mitigation
measures, corrective action plans and ongoing
social improvement projects as part of her existing
job description.

3. The CSR Specialist tracks the transparency of each
supplier and their willingness to improve when the
results of their assessment are initially inconclusive
or inconsistent.

4. The CSR team tracks the number and nature of
grievances received from workers in the supply chain,
further ensuring there is a level transparency that
extends to all workers making Kathmandu product.

5. The CSR Specialist tracks specific violations that
lead to inconsistent and inconclusive results following a
social assessment and provides clear and simple
guidance on how a supplier can improve.

6.  Through the EiQ platform, Kathmandu monitors trends
in transparency across sector, product type, province
and country. EiQ allows us to compare the levels of
transparency we are seeing with the results of other
brands as well as industry market leaders.

Example

The grievance mechanisms we have created as part of our
wider social improvement program have facilitated direct
contact between workers on the factory floor with the
mobile phone sitting on the desk of the CSR Manager. This
has resulted in more effective commmunication, more
efficient and helpful interventions and a response that is
both timely and culturally appropriate. Specific grievances
have resulted in specific improvements in health and
safety, internal grievance mechanisms, greater clarity and
improved systems around wages and overtime, as well as
the removal of a factory manager who was behaving
inappropriately toward female workers.

HOW WE ASSESS THE EFFECTIVENESS OF
COLLABORATION

In assessing the effectiveness of collaboration, both the
strength of the relationship between those who have
agreed to work collaboratively, as well as the results they
achieve by working together are considered. How we are
assessing the effectiveness of our collaboration is through
the following:

1. The Kathmandu approach to CSR, monitoring and
compliance, the implementation of best practices and
the social impact of our work is annually assessed and
independently monitored by the Fair Labor Association
as a result of our accreditation and ongoing
partnership with them.

2. Our risk assessment processes and ongoing
implementation of best practices are regularly
updated as a result of our partnership with ELEVATE,
access to their combined history and experience,
country and industry specific expertise and relevant
tools and technology such as EiQ.

3. Kathmandu measures the impact of Modern Slavery
prevention education and training with our suppliers
provided through our partnerships with relevant NGOs



who have the necessary expertise, qualifications,
cultural understanding and experience.

4.  The CSR Manager tracks the number of collaborative
partnerships with other businesses and global brands
who choose to work cooperatively to address shared
social challenges and Modern Slavery risks in their
supply chains.

5. The CSR Manager tracks the number and nature of
invitations and ongoing opportunities to collaborate
with tertiary intuitions and higher education facilities
on CSR and Modern Slavery related initiatives and
business best practices.

6. The CSR Manager has KPIs that reflect and measure
how Kathmandu is supporting and aligning with other
brands working in collaboration on CSR and Modern
Slavery initiatives.

Examples

Vietnam

In February 2019 Kathmandu began rolling out a pilot
project with AAT and a Strategic Supplier based in Ho Chi
Minh City. The effectiveness of the project was assessed by
follow up surveys of workers. The results were very positive
with both the supplier and the NGO expressing gratitude
for the professionalism and effectiveness of the course.

The Managing Director of the supplier said she could not
adequately describe in words the positive and very powerful
impact of the training. She said it empowered both herself
and her staff to know how to better protect themselves,
their families and their communities and not let fear
dictate their decisions and lives. She said the course
allowed them to discover more about themselves as people
and develop their strengths and abilities, to live proactively
and positively.

The workers surveyed reported that the training had an
immediate and very positive impact on themselves, their
families and their communities. Moving forward the

supplier said rolling out such training to their entire workforce
was a priority.

Feedback and Effectiveness

To measure impact and effectiveness of the training,
participants completed three different questionnaires at
three different times; before the training, immediately
after the training and again two months later. The three
questionnaires assessed changes in knowledge, attitude
and practice.

e Changes in Knowledge
Before the training, 33% of workers did not know anything
about the risks of sexual abuse with many saying they lacked
any knowledge of sexual harassment. After the training
more than 80% of workers said they knew very well how to
identify forms of sexual abuse, sexual harassment and
Modern Slavery.

e Changes in Attitude
Measuring changes in attitudes is an effective way to
assess changes in behaviour. The largest changes were in the
areas of human trafficking, gender discrimination
and domestic violence.

Before the training, 27% percent of workers said Modern
Slavery and human trafficking would never happen to them,
27% thought being gay or lesbian was a psychological iliness
and 22% believed using physical violence was a good way to
teach their children.

After the training, these numbers dropped to 4%, 13%

and 15% respectively.

e Changes in Practice
The completion of the third questionnaire was delayed as
a result of the arrival and ongoing impact of Covid-19.



8.0
Covid-19
Impact &
Response.

Impact of Covid-19

Kathmandu has continued to adapt to the unique
challenges to supply chain transparency presented by
Covid. As an accredited member of the Fair Labor
Association (FLA) we have continued throughout 2021 to
seek guidance from them as to those best practices to be
employed in response to the pandemic. We have also
continued to communicate with other FLA members and
global brands to ensure our response was collaborative and
aligned.

The FLA have continued to provided country specific
information on the Covid pandemic that included Covid-19
status updates, national and local Government actions,
rules and guidelines, insurance provisions, retrenchment
options, workers’ rights and cash support for those made
redundant as a result of the pandemic. This information
and the relevant links were provided to our suppliers on a
country specific basis.

The COVID-19 Fashion Commitments

In 2021 Kathmandu has continued to honour the
commitments we made to our suppliers last year. The 2020
Ethical Fashion Report was put on hold due to the impact
of Covid-19 and instead, in alignment with the ILO Call to
Action in the Global Garment Industry, companies were
asked to protect the wellbeing of their workers during the
pandemic through 6 Commitments:

1. Support workers’ wages by honouring supplier
commitments

. ldentify and support the workers at greatest risk

. Listen to the voices and experience of workers

. Ensure workers’ rights and safety are respected

. Collaborate with others to protect vulnerable workers

. Build back better for workers and the world

o U NN

Kathmandu chose to align with these commitments and
throughout 2021 has continued to honour and endorse the
following actions:

e Commitment 1
Kathmandu has continued to work with our suppliers,
delaying orders when necessary, agreeing to early payment
terms to support some suppliers through turbulent times
and honouring all purchase orders.

e Commitment 2
Kathmandu has continued to empower our suppliers as
best we can from a distance, utilising remote audits when
necessary, accepting copy audits to alleviate the burden in
some cases and providing support for those at greatest
risk.

e Commitment 3
The Grievance Mechanisms we have in place have allowed
us to stay in contact with workers.

e Commitment 4
Our communication with suppliers has continued, ensuring
that workers’ rights and wellbeing is protected.

e Commitment 5
Collaborating with others is a key element of our approach
as already outlined. In some cases this meant sharing our
audit and worker survey results with other brands,
otherwise competitors in the Outdoor Industry.

e Commitment 6
Kathmandu has continued to promote the B Corp mindset
and model of doing business that places equal weight on
profit, people and planet.

CSR Assessments During Covid-19

Kathmandu resumed in-person auditing within China but
ongoing Covid restrictions in Vietnam and Indonesia meant
we either accepted copy audits, postponed the audit, or
used remote assessments to maintain supply chain
integrity and transparency.



Modern Slavery

As previously stated, we reminded all suppliers that
poverty, debt, deception and exploitation could lead to
workers falling victim to various forms of Modern Slavery.
We asked them to communicate openly with their workers
of the need to be vigilant of those seeking to take
advantage of them and their families during the pandemic.
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9.0
Consultation
Process.

This Modern Slavery statement was submitted solely on
behalf of Kathmandu Pty Limited and as such there was no
external consultation with any other entity. From 2022
onward our Modern Slavery statement will be submitted at
a group level on behalf of our parent company Kathmandu
Holdings Limited, and include both Kathmandu Pty Limited
and Rip Curl Group Pty Limited.



10.0
Summary
and
Conclusion.

Our 2021 Modern Slavery statement has largely built on the
foundation of our 2020 submission. The COVID pandemic
has continued to frustrate our efforts to roll out more
significant actions with borders remaining closed, travel
restricted and limitations placed on entering many
facilities.

Kathmandu has played a leading role in localised efforts to
assess and address the risks of Modern Slavery. Working
with Deloitte on the Collaborative Advantage group is one
example. This is in recognition that while improving the
performance of individual companies is important,
meaningfully addressing Modern Slavery will require a
willingness from businesses to work together in response to
an issue that is bigger than all of us.

Similarly, we have invested time researching and exploring
alternatives to auditing as a means of assessing and
monitoring the wellbeing of workers in the workplace. The
worker voice tools that allow every worker to communicate
with the brands they make product for, provide a more
hopeful and cost-effective alternative that we believe has
the potential to change the face of the auditing industry.

This is the last statement that will be submitted on behalf
of Kathmandu Pty Limited. As a result of our parent
company (Kathmandu Holdings) acquiring the iconic
Australian surf brand Rip Curl, our Modern Slavery
statement in 2022 will be submitted on behalf of both
companies. Our hope and our intent is that the combined
weight of both brands along with the collaborative efforts
of all staff will allow us to make an even greater and more
positive global social impact.

Gary Shaw

CSR Manager
Kathmandu
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1.0
Appendices.

e Workplace Code of Conduct
e Child and Forced Labor Policy

e Migrant Labor Policy
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The Kathmandu group
— workplace code of conduct

This code defines labour standards that aim to achieve decent and
humane working conditions. The Code’s standards are based on
International Labour Organization standards and internationally
accepted good labour practices. As an organization that promotes
continuous improvement, the Kathmandu Group strives to
establish best practices for respectful and ethical treatment of
workers, and in promoting sustainable conditions through which
workers earn fair wages in safe and healthy workplaces. The Code
applies to the entire family of brands owned by the companies in
the Kathmandu Group. The “Kathmandu Group” includes
Kathmandu Holdings Limited, Kathmandu Pty Limited,
Kathmandu Limited, Kathmandu (U.K.) Limited, Oboz Footwear
LLC, Rip Curl Group Pty Limited, Rip Curl Pty Limited, Rip Curl Inc,
Rip Curl Europe S.A.S, and any of their Subsidiaries or Related
Companies (as those terms are defined in the Companies Act 1993
(New Zealand))

TRANSPARENCY

In order to do business with any member of the Kathmandu
Group, Suppliers must commit to full transparency in their Supply
Chain. The Supplier must seek the approval of the relevant
member of the Kathmandu Group for all primary and/or
subcontracted facilities prior to production. In addition, the
Kathmandu Group may seek to extend transparency further down
the Supply Chain.

COMPLIANCE WITH THE LAW

In order to do business with any member of the Kathmandu
Group, a Supplier is expected to comply with all relevant and
applicable laws and regulations of the country in which workers
are employed and to implement the Workplace Code in their
applicable facilities. When differences or conflicts in standards
arise, Suppliers are expected to apply the highest standard.

EMPLOYMENT RELATIONSHIP

Employers shall adopt and adhere to rules and conditions of
employment that respect workers and, at a minimum, safeguard
their rights under national and international labor and social
security laws and regulations.

NONDISCRIMINATION

No person shall be subject to any discrimination in employment,
including hiring, compensation, advancement, discipline,
termination or retirement, on the basis of gender, race, religion,
age, disability, sexual orientation, gender identity, nationality,
political opinion, social group or ethnic origin.

HARASSMENT OR ABUSE

Every employee shall be treated with respect and dignity. No
employee shall be subject to any physical, sexual, psychological or
verbal harassment or abuse.

RESPONSIBLE RECRUITMENT

No worker shall pay for their job; all workers shall retain control of
their travel documents and have full freedom of movement; and
all workers shall be informed of the basic terms of their
employment before leaving their home country or region.

MODERN SLAVERY

There shall be no slavery of any kind in the Supplier’s supply chain.
This includes the use of forced labor, human trafficking, prison
labor, indentured labor, bonded labor or other forms of labor
facilitated by any form of coercion or deception. Workers are not
required to lodge deposits or their identity papers with their
employer and are free to leave their employer after reasonable
notice.

CHILD LABOR
No person shall be employed under the age of 15 or under the age
for completion of compulsory education, whichever is higher.

FREEDOM OF ASSOCIATION AND COLLECTIVE BARGAINING
Employers shall recognize and respect the right of employees to
freedom of association and collective bargaining.

HEALTH, SAFETY, AND WORKPLACE ENVIRONMENT

Employers shall provide a safe and healthy workplace setting to
prevent accidents and injury to health arising out of, linked with,
or occurring in the course of work or as a result of the operation of
employers’ facilities. Employers shall adopt responsible measures
to mitigate negative impacts that the workplace environment has
on the workers.

HOURS OF WORK

Employers shall not require workers to work more than the regular
and overtime hours allowed by the law of the country where the
workers are employed. The regular work week shall not exceed 48
hours. Employers shall allow workers at least 24 consecutive hours of
rest in every seven-day period. All overtime work shall be voluntary
and consensual. Employers shall not request overtime on a regular
basis and shall compensate all overtime work at a premium rate.
Other than in exceptional circumstances, the sum of regular and
overtime hours in a week shall not exceed 60 hours.

COMPENSATION

Every worker has a right to compensation for a regular work week
that is sufficient to meet the workers’ basic needs and provide some
discretionary income. Employers shall pay at least the minimum
wage or the appropriate prevailing wage, whichever is higher, comply
with all legal requirements on wages, and provide any fringe benefits
required by law or contract. Where compensation does not meet
workers' basic needs and provide some discretionary income, each
employer shall work with the Kathmandu Group to take appropriate
actions that seek to progressively realize a level of compensation
that does.

ENVIRONMENT

Business partners of all members of the Kathmandu Group are
required to comply with all applicable environmental laws, rules and
regulations at their facilities and in the communities in which they
operate, particularly with respect to water, energy, hazardous
chemicals, air quality and waste. Further, the Kathmandu Group
expects its business partners to incorporate environmentally
responsible practices into all of their activities that relate to their
business with the Kathmandu Group.

CONTACT: If any worker or business partner believes this Codes has
or may have been violated, please contact the Kathmandu Group at:

Email: workers.rights@kathmandu.co.nz

All communications will be confidential | Version 9
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1.0 Mandatory Child & Forced Labour
Reporting Policy

1.1 Purpose

This policy outlines the mandatory requirements for reporting a
case of Child Labour and / or Forced labour discovered within the
Kathmandu supply chain.

Using 2012 figures, the International Labour Organisation (ILO)
estimate that 20.9 million people are victims of forced labour
globally, trapped in jobs into which they were coerced or deceived
and which they cannot leave. This figure, like the previous one in
2005, represents a conservative estimate, given the strict
methodology employed to measure this largely hidden crime.

Human trafficking can also be regarded as forced labour, and so
this estimate captures the full realm of human trafficking for
labour and sexual exploitation or what some call “modern-day
slavery”. The figure means that around three out of every 1,000
persons worldwide are in forced labour at any given point in time.

Women and girls represent the greater share of the total - 11.4
million (55%), as compared to 9.5 million (45%) men and boys.
Adults are more affected than children - 74% (15.4 million) of
victims fall in the age group of 18 years and above, whereas
children aged 17 years and below represent 26% of the total (or 5.5
million child victims).

Of the total number of 20.9 million forced labourers, 18.7 million
(90%) are exploited in the private economy, by individuals or
enterprises. Out of these, 4.5 million (22%) are victims of forced
sexual exploitation, and 14.2 million (68%) are victims of forced
labour exploitation in economic activities, such as agriculture,
construction, domestic work or manufacturing. The remaining 2.2
million (10%) are in state-imposed forms of forced labour, for
example in prisons, or in work imposed by the state military or by
rebel armed forces. 1.

The figures do not include trafficking for the removal of organs or
for forced marriage/adoption unless the latter practices lead to a
situation of forced labour or service. The Asia-Pacific region
accounts for by far the largest number of forced labourers - 11.7
million or 56% of the global total.

There are a number of international labour standards in place to
combat such exploitation, principally the United Nations
Convention on the Rights of the Child (1989), The Protocol to
Prevent, Suppress and Punish Trafficking in Persons Especially
Women and Children, supplementing the United Nations

Convention against Transnational Organized Crime (2000), The
ILO Minimum Age Convention (1973) and the ILO Worst Forms of
Child Labour Convention (1999).

The Minimum Age Convention sets the general minimum age for
admission to employment or work at 15 years (13 for light work)
and the minimum age for hazardous work at 18 (16 under certain
strict conditions). The Worst Forms of Child Labour Convention
defines as a “child” a person under 18 years of age. It requires
ratifying states to eliminate the worst forms of child labour,
including all forms of slavery or practices similar to slavery, such as
the sale and trafficking of children, debt bondage and serfdom
and forced or compulsory labour, including forced or compulsory
recruitment of children for use in armed conflict; child prostitution
and pornography; using children for illicit activities, in particular
for the production and trafficking of drugs; and work which is likely
to harm the health, safety or morals of children.

The convention requires ratifying states to provide the necessary
and appropriate direct assistance for the removal of children from
the worst forms of child labour and for their rehabilitation and
social integration. It also requires states to ensure access to free
basic education and, wherever possible and appropriate,
vocational training for children removed from the worst forms of
child labour.

Kathmandu supports and endorses the international labour
standards established to combat exploitation. This policy is
created to ensure that any cases of child labour and / or forced
labour discovered within the Kathmandu supply chain are dealt
with appropriately in a professional and timely manner.

1.2 Scope

Child Labour

The ILO defines child labour as work that deprives children of their
childhood, their potential and their dignity, and that is harmful to
physical and mental development.

It refers to work that:

e Is mentally, physically, socially or morally dangerous and
harmful to children; and

e Interferes with their schooling by:

e  Depriving them of the opportunity to attend school;

e  Obliging them to leave school prematurely; or

e  Requiring them to attempt to combine school attendance
with excessively long and heavy work.

In its most extreme forms, child labour involves children being
enslaved, separated from their families, exposed to serious hazards
and illnesses and/or left to fend for themselves on the streets of
large cities, often at a very early age. Whether or not particular
forms of “work” can be called “child labour” depends on the child’s
age, the type and hours of work performed, the conditions under
which it is performed and the objectives pursued by individual
countries. The answer varies from country to country, as well as
among sectors within countries.

Kathmandu supports ILO Minimum Age Convention with regard to
the minimum legal age of workers. Kathmandu will not knowingly
work with suppliers who use child labour. If a supplier is found by
Kathmandu to use child labour, the case will be immediately
documented and fully investigated as per this policy.

Kathmandu Suppliers must employ workers in accordance with the
minimum employment age defined by national law or by
International Labour Organization (ILO) Convention - whichever is
higher. The ILO minimum employment age is the local mandatory
schooling age, but not less than 15 years of age, subject to
exceptions allowed by the ILO and national law.

Kathmandu Suppliers must comply with all applicable laws
governing minimum working age:

e If set below 15 years of age, then no one under the age of 15 is
permitted to work (subject to exceptions allowed by the ILO
and national law.

e If set at 15 years of age, then no one under 15 is permitted to
work.
e If set above 15 years of age, then no one under the age

established by law may work on the factory floor.

Kathmandu Suppliers must be able to demonstrate the
establishment and proof of implementation of a written policy
specifying the youngest age for hired workers to ensure
compliance with the child labour provision as detailed above. All
workers must be aware of this policy without exception.

Kathmandu Suppliers must comply with all legal restrictions
placed on young/juvenile workers and should take every precaution
to ensure that these workers are protected from conditions
dangerous to their health, safety and / or welfare.
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This includes but is not limited to:

e  The number of days worked to days of rest.
e  The number and frequency of overtime hours worked,
. Hazardous and/or night shifts,

e  The implementation of annual (as a minimum) medical
examinations

Suppliers must maintain accurate and up-to-date documentation
for juvenile workers, as required by law, including written
permission from parents or guardians, registration, school
completion certificates and doctor certificates where applicable.

Kathmandu Suppliers must have a written Recruitment &
Employment Policy which includes:

e  Clear definitions of legal age limitations,

e  Procedures in place to verify and record legal age
documentation in the form of birth certificates, government
identification cards and/or other official documents,

e  Secure Personnel Files for all employees.

No children under the age of 15 are allowed into any operational
areas or factory space, even if they are not employed in the
facility.

Forced Labour

Kathmandu only operates with suppliers whose employees work
freely under their own volition, and are in no way forced, bonded
or obligated to work against their will.

e  Employment is freely chosen by all employees.
e Thereis no forced, bonded or involuntary prison labour.
e All forms of forced and slave labour are prohibited.

Workers are not required to lodge monetary deposits or their
identity papers with their employer and are free to leave their
employer after reasonable notice without malice.

Kathmandu Suppliers shall not engage in or support trafficking in
human beings. Suppliers must verify that their product supply
chains address risks of slavery and human trafficking.

Kathmandu Suppliers shall certify that they have implemented
procedures to manage the materials, including all labour related
processes, incorporated into their products to ensure they comply
with laws on slavery and human trafficking.

Workers employed in any part of the Kathmandu supply chain
must be able to voluntarily end their employment without any
restrictions. Any restrictions for workers to voluntarily end their

employment, such as excessive notice periods or substantial fines
for terminating their employment contracts, are prohibited.

Kathmandu Suppliers must never physically prevent or delay
workers from leaving the facility or its grounds unless for
reasonable safety reasons.

Kathmandu Suppliers must grant employees permission to leave
the factory under reasonable circumstances, such as personal or
family emergencies, without disciplinary penalty.

Kathmandu Suppliers must not require employees to make any
monetary deposits or require employees to surrender any original
identification documents as a condition of employment.

Kathmandu Suppliers should never require employees to incur debt
through recruitment fees or make any financial guarantees to
secure employment.

2.0 Mandatory Reporting Process -
explanations and definitions

Refer Mandatory Child & Forced labour Reporting Process
flowchart (at end of policy) for details.

If a Kathmandu staff member (including third party auditor)
acting on behalf of Kathmandu, becomes aware of a case of child
labour and/or forced labour, they must inform their manager
within 48 hours.

2.1 Staff Member:

- “anyone employed by, contracted by or acting on behalf of the
company, which includes third party auditors”

2.1 Becomes aware:

If someone receives relevant information, they are considered to
have been ‘made aware’ of the incident and would be required to
report, for example:

e Direct notification by a factory worker via email.

e  Direct notification by a third party auditor

e Direct notification through a complaint / information
contained in a letter

e Direct notification by a non-government organisation (NGO).

e Direct notification by a supplier.

3.0 Reporting process

Staff Member must inform their Manager within 48 hours, who will
then escalate the incident to the Kathmandu Product Team.

3.1 Recording of Details
The staff Member should obtain as much information as possible

about the incident. The following information should be recorded
by the person discovering the incident:

. The date, time and location.

. What is the nature of the incident (child labour, forced
labour)

e  The circumstances of the incident.

e How it was observed and who was present at the time.

° Gender, age, name and full contact details of the victim.
e  Full details of the onsite factory manager / line supervisor.

e  Full description of the work the victim was observed
performing.

e  Depending upon the circumstances, consider taking
photographs if appropriate.

e  Depending upon the circumstances, consider informing the
victims of their options to seek assistance and provide
appropriate referral information.

3.1 Escalation

The relevant Manager immediately escalates the incident to the
Kathmandu Product Safety team:

The relevant manager needs to directly reach someone in the
Corporate Social Responsibility (CSR) Product team. Due to the
urgency of this process, it is imperative that someone in this list is
contacted as soon as possible. The manager is responsible for
ensuring that someone within the Product Team has been
contacted and advised of the incident. The order of contact is as
follows.

3.2 Product Team:

1. CSR Manager

Gary Shaw

Phone: +64 (0)3 4215941

Cell: +64 (0)21 33 1911

Email: gary.shaw@kathmandu.co.nz
Mon - Fri 08:00 - 17:00 (NZ Time)
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2. CSR Coordinator

Nasrin Lin

Phone: +86-0755-82144529 ext. 839
Email: nasrin.lin@elevatelimited.com
Mon - Fri 08:00 - 17:00 (China time)

In the event of none of the Product Safety team being available,
the incident should be escalated to the General Manager of
Product (below):

3. General Manager - Product
Ben Ryan

Ph. +64 (0)3 421 5265

Cell: +64 (0)273 144107

Email: ben.ryan@kathmandu.co.nz

3.4 Initial Action

If Kathmandu CSR Manager or General Manager Product
considers that a violation has occurred, s/he will, within 48 hours,
make contact with the most appropriate relevant contact from
the supplier in question. Input and advice from the Fair Labour
Association or other governing body may also be sought.

Kathmandu will present the details of the incident and seek an
explanation. Kathmandu will also ask for an immediate internal
investigation on behalf of the supplier. Kathmandu will further ask
the supplier to report back to them within 48 hours as to the
outcome of their own internal investigation.

3.5 Local Authorities

Depending upon the strength of the available evidence and the
outcome of the internal investigation and the explanation offered
by the supplier, Kathmandu will consider contacting the most
appropriate relevant local authorities to investigate further.

Depending upon the circumstances, this may be the Ministry of
Labour (or local equivalent), local law enforcement or other
mandated agency. Kathmandu will work with the most
appropriate local authorities, informing them of the suspected
violation and agreeing on an action plan.

3.6 Action Plan

Action Plans will vary dependent on the violation identified and
the underlying circumstances, but will always include both
investigation and remediation. The best approach will vary
depending on the violation identified and the underlying
circumstances. The following are broad recommendations only
and are examples of the kind of action that should be considered
depending upon the circumstances of each case.

3.7 Examples of Recommended Approach

Recommended approaches and examples of best practice for
remediating cases of underage workers:

e  The case is referred to the relevant local agency or authority.
This may include more than one agency, for example a
relevant department within the Ministry of Labour, local law
enforcement and/or local NGO with appropriate knowledge,
experience and capacity.

e  Kathmandu assist with the investigation into the incident.
Every attempt is made to determine the child’s age through
interviews and documentation.

e  Other key people and institutions whose assistance may be
required for remediation are identified. Depending on the
circumstances, these may include relevant departments
within the Ministry of labour or other Government
departments, the employer, the recruitment agent (if any),
the worker, the child’s family, trade union representatives,
buyers, local NGOs, and healthcare and counselling service
providers.

e  If necessary, a guardian is appointed by local authorities to
represent the best interests of the child. Children of sufficient
age and maturity participate in any decisions that may
affect them.

. Subject to relevant local law, the outcome of the
investigation and the unique circumstances of each case, if
the employer is deemed to be negligent or in any way
responsible for the incident, every effort is made to ensure
that the employer is held responsible for paying any fees
associated with the placement of the child in the education/
vocational training schemes, and housing costs if the child
will not reside with family.

e  Again, subject to the unique and specific circumstances of
each case and the outcome of the investigation into the
incident, every effort is made to ensure that the employer
provides the child with a monthly compensation payment
until s/he turns 15.

e  Subject to the circumstances of the case and the outcome of
the investigation, any outstanding disciplinary fines or other
monies owed by the child to the employer are forgiven by the
employer.

e  The employer ensures that the age of all workers will be
verified against reliable documents prior to recruitment
(including workers recruited through agents).

o  The employer ensures that workers who are between 16 and
18 years of age are not subject to the worst forms of child
labour as defined by the ILO Worst Forms of Child Labour
Convention (1999).

e  Subject to the specific circumstances and outcome of each
case, Kathmandu will revaluate its relationship with the
supplier / employer in question. This may result in anything
from a full audit of the factory/supplier in question and the
remediation of the hiring and employment processes followed
by the factory/supplier in question, through to the complete
termination of the relationship.

Recommended approach for remediating issues relating to
forced labour

e The case is referred to the relevant local agency or authority.
This may include more than one agency, for example a
relevant department within the Ministry of Labour, local law
enforcement and/or local NGO with appropriate knowledge,
experience and capacity.

e  Kathmandu assist with the investigation into the incident.
Every attempt is made to determine the true nature of the
circumstances of forced labour through interviews and
documentation.

e  Other key people and institutions whose assistance may be
required for remediation are identified. Depending on the
circumstances, these may include relevant departments
within the Ministry of labour or other Government
departments, the employer, the recruitment agent (if any),
the worker, the child’s family, trade union representatives,
buyers, local NGOs, and healthcare and counselling service
providers.

e  Appropriate remedial action is taken to assist/protect
workers, depending on the violation. For example, the
employer removes restrictions on workers’ freedom of
movement, and workers are informed about the change in
policy.

e  Persons accused of threat or violence in the workplace are
suspended immediately by the employer pending the
outcome of the investigation; persons found to be responsible
for threat or violence are disciplined appropriately by the
employer and through government prosecution if
appropriate.

e  Egregious cases of worker confinement, or physical or
psychological abuse are referred to law enforcement
authorities and/or NGOs.

. Law enforcement authorities and/or NGOs provide workers a
safe place to stay and link them to needed services, including
healthcare, counselling, shelter, legal aid and other services.

e  Subject to the unique and specific circumstances of each
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case and the outcome of the investigation into the incident,
every effort is made to ensure that the employer is held
responsible and bears the cost of any necessary services.

e  The Ministry of labour pursues appropriate enforcement
action against the employer, in coordination with other
governmental authorities if appropriate under the
circumstances.

e  Kathmandu works with the factory and advisory services to
ensure that noncompliance relating to forced labour is
addressed in a sustainable manner and that all measures
taken are in the best interest of the victim(s).

e  Throughout the investigation and remediation efforts, the
well-being of the victim(s) of the violation is safeguarded and
any action taken must not in any way place the victim in any
further danger or make him or her vulnerable to any
retribution.

4.0 Supplier Liability

[t is important to note that the reporting of an incident is not
considered an automatic admission of liability in relation to the
supplier involved. The Mandatory reporting regime has been
created to allow timely forwarding of information to ensure that
the most appropriate action is taken as soon as possible given the
critical nature of the exploitation and inherent vulnerability of
victims of child and forced labour.

5.0 Confidentiality

Mandatory reports of this nature must be treated as confidential
to ensure that the rights of the victim as well as the supplier,
factory and employer are also protected and that any premature
disclosure does not threaten the integrity of any subsequent
investigation and/or prosecution.

Staff members aware of the incident must not discuss it with
anyone other than the people listed at 3.3. Before publicly
disclosing any information specific to the case, Kathmandu will
first consider whether such disclosure is:

e Inthe public interest

e Required or authorised by law

e  Necessary for the enforcement of criminal law

6.0 Summary

There is more forced labour and child labour in the world than at
any other time in human history. With many millions of those
victims employed in the global textile and apparel industry, it is
imperative that companies operating in this arena do whatever
they can to ensure that their supply chain has integrity and is free
of such exploitation.

Any Kathmandu staff member who becomes aware of an incident
must:

a. Immediately inform their manager (who will escalate to
Kathmandu CSR Team and Product Team General manager)

b. Record all necessary information

All information is confidential and must not be publicly disclosed
by anyone involved in the incident or reporting the incident.

Failure to adhere to this mandatory reporting regime may leave
victims of child labour and/or forced labour in very dangerous and
potentially life threatening circumstances.

In some jurisdictions, penalties can also be imposed on the
company and/or individuals involved if this process is not followed.

This policy is an essential part of the Kathmandu brand and is an
expression of our core values of integrity, transparency and our
commitment to inspiring adventure in everyone.

7.0 Reporting Form
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8.0 Reporting Process

Mandatory Reporting of Child
and Forced Labor - Process Map

Staff member becomes
aware of potential case
of child or forced labour

Staff member records all details and
as much information as possible
about the incident including contact
details and photographic evidence

Depending upon circumstances,
local authorities or other mandated
agency is involved within 48 hours

NN

C5R Manager commences initial
action into violation, making contact
with appropriate supplier and/or
other local assets as required, and
seeks report back within 48 hours

Inform their Manager with 48 hours

]

Manager immediately escalates to
GM Product or C5R Manager

~

Child/Slavery victim is
protected and provided with
relevant and appropriate

care and protection

Kathmandu assesses ongoing
relationship with Supplier and
depending upon circumstances
terminates any further business

Please refer to Mandatory Child and
Forced Labour Policy for further information
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1.0 Migrant Worker Policy

1.1 Purpose

Kathmandu understands that the monitoring of recruitment
practices and employment conditions for Migrant Workers (also
known as Foreign Contract Labourers) are challenging issues.
Kathmandu is committed to:

e  Communicating our policies on Migrant Workers throughout
our company, and to suppliers.

e  Ensuring our suppliers provide sustainable recruitment
practices and employment conditions for Migrant Workers in
our supply chain.

e  Migrant Workers are subject to the following policies and
standards to ensure fair and equitable treatment.

1.2 Key Terms

Migration for Employment

When a person or persons migrates from one country to another
with a view to being employed otherwise than by his/her own
account.

Migrant Workers

Workers who are commonly recruited to work in the factory by
labor recruitment agencies (Agents) in the worker’s country of
origin for a fee.

Recruitment

The engagement of a person in a territory on behalf of an
employer in another territory, or the giving of an undertaking to a
person in territory to provide him/her with employment in another
territory; and the making of arrangements as mentioned above,
including the recruitment and selection of migrants and the
preparation for departure of migrants.

2.0 Achieving and Maintaining Standards

All Kathmandu Suppliers/Factories/Mills, and/or their
subcontractors, that employ foreign migrant workers are expected
to taking on the following responsibilities for ensuring that Migrant
Workers are treated with due respect to their basic human rights
and in compliance with the Kathmandu Workplace Code and the
local law.

2.1 Fair Treatment

Kathmandu Suppliers are expected to treat such migrate workers
fairly and provide the same terms and conditions of employment
as national employees including compensation, holidays and
leaves of absence and any employer provided housing except
where country law requires different benefits (for example with
respect to payment of social security benefits).

2.2 Pre Departure

Fees/Costs

Workers shall not be responsible for any fees paid to agencies or
the factory in exchange for employment, nor for medical
examinations (if they are mandatory), nor for inbound or
outbound travel costs.

Passport Policy

Each migrant worker shall understand that neither the agency nor
factory shall retain a worker’s passport for any reason other than
processing work visas. All migrant workers shall be given a secure
place to store their personal documents (i.e. passports, working
papers).

Employee Contract
If a contract exists between the agency and each migrant worker,
it shall be written in the workers’ local language and include:
. Wages (regular, overtime, and holiday)
e  Working hours (regular, overtime, and holiday)
Living conditions to expect

e  Benefits and insurance that will be provided by the agency
Job description and required job skills

e  Contract duration

Agency Contract

At a minimum, the contract between the agency and the factory

shall include:

e  Fees the factory will pay the agency (if any fees apply)
Wages (regular, overtime, and holiday)

e  Working hours (regular, overtime, and holiday)

e  Job description and required job skills

Contract term, including start and end dates

2.3 Post Arrival

Employee Contract
If a contract exists between the agency and each migrant worker,
copies shall be readily available at the factory at all times.

Factory Contract
The contract between the factory and worker shall be consistent
with (or better than) the contract between the agency and
worker. At a minimum, the contract shall be written in the
workers’ local language and include:
. Wages (regular, overtime, and holiday)
e  Working hours (regular, overtime, and holiday)
e Living conditions to expect
e  Benefits and insurance that will be provided by the agency
e  Job description and required job skills
Contract duration
e Termination policies (including terms for being sent back to
the sending country)

Agency Contract
The contract between the agency and the factory shall be readily
available at all times.

Orientation
All migrant workers shall go through an orientation at the factory
to review the following points (written in workers’ local language):

e  Job training

e  Health and safety

e  Factory policies and rules

e  Grievance systems and process

e  Termination policies (including terms for being sent back to
the sending country)

2.4 Repatriation

In addition to any legal requirements of the host country and
country of origin regarding repatriation of foreign workers, at the
completion of the employment relationship, or earlier upon
termination of employment, the contractor shall provide return air
or land transport tickets to any foreign worker hired or recruited by
the contractor from another country. The contractor shall comply
with this requirement irrespective of the terms of the employee’s
employment contract.
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The requirement to pay for repatriation does not apply where the
employee:

e s terminated for illegal conduct;
e  Obtains other legal employment within the country; or

e  Voluntary terminates his or her employment prior to the
conclusion of the term of the employment contract.

e  The supplier must still pay for repatriation, however, if the
employee terminates the employment prior to conclusion of
the employment contract because:

— The supplier breaches a material term of the employment
contract, or

— The employee is subject to harassment or abuse that is not
timely remedied upon complaint.

3.0 Summary

Migrant workers are especially vulnerable to exploitation and are
often subject to abuse and exploitation. They are unlikely to raise
grievances with their employers or the authorities - especially if
they are undocumented. They could lose their only source of
income, could be locked up or deported. They may turn to
unscrupulous intermediaries willing to exploit their vulnerability by
finding them even riskier jobs.

This policy is therefore an essential part of the Kathmandu brand
and is an expression of our core values of integrity, transparency
and our commitment to all workers in our global supply chain.
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