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Breaking Down the California Transparency in Supply Chains Act (Effective January 1, 2012)

Required Disclosures

Company a manufacturer or retail seller? NO

|
YES

\

Company have annual worldwide gross

« Company must disclose results of its supply chain verification/audit
on the Company’s website
» Company must include a “conspicuous” and “easily understood” link

to the disclosure “on company's internet homepage”
« If Company does not operate a website, it must provide consumers
with a written disclosure within 30 days of receiving a consumer’s

NO

receipts in excess of $100 million?

I
YES

\

Does the Company “Do Business” in California?
“Doing business” means Company:
» |s organized/domiciled in California;
« Has California sales exceeding $500,000 or 25% of
Company's total sales;

written request for the disclosure

Act Does

Not Apply

Supply Chain Due Diligence

« Owns real or tangible personal property in California
exceeding $50,000 or 25% of Company's total real or
tangible property; or

NO ? To what extent does the Company:
« Verify its product supply chain to evaluate/address
“risks of human trafficking and slavery"?
YES - « Conduct such verification using a third party?

- Distributed employee compensation in California exceeding
$50,000 or 25% of Company's total compensation

Background
« Purpose of Act is to help consumers to “distinguish companies
or the merits of their efforts to supply products free from
threat of slavery or trafficking”

« Exclusive remedy for violating Act is Attorney General action
(but potential class actions under California statutes also likely)

« California's Franchise Tax Board provides annual list of retail
sellers and manufacturers required to comply with the Act

« Audit suppliers to evaluate supplier compliance with
Company’s anti-trafficking and anti-slavery standards?

« Conduct such supplier audits unannounced and
through independent auditors?

« Require direct suppliers to certify that materials
incorporated into Company's products comply with the
slavery and human trafficking laws of the country or
countries in which they do business?

« Maintain internal “accountability standards and
procedures” for employees or contractors who fail to
meet Company standards?

« Provide Company employees and management having
direct responsibility over the supply chain with training
on human trafficking and slavery, paying particular
attention to mitigating supply chain risks?

The information contained herein is not, and should not be relied upon as, legal advice, and is not a substitute for qualified legal counsel.
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Deconstructing Government Contractor Anti-Trafficking Provisions

(Federal Acquisition Regulation Subpart 22.17 and Contract Clause 52.222-50 - Effective 2015)
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Federal Contractor for Goods/Services

FAR anti-trafficking provisions do not apply -

(size/nature of contract irrelevant)?

YES

Federal contractor, subcontractors, their employees
and their agents prohibited from engaging in human
trafficking including, for example:
« Using forced labor
« Misleading/fraudulent recruitment practices
« Charging recruitment fees
« Destroying, concealing, confiscating, or otherwise
denying employee access to his or her identity docs
« Failing to pay return transportation costs
« Failing to provide employment agreement (if required)
in employee’s native tongue and prior to employee'’s
departure from home country

l

Contractors and their subcontractors contractually agree to:

« Cooperate fully with, and provide reasonable access to,
agencies conducting investigations into, among other
things, violations of this order

« Self-report, among other things, activities that are
inconsistent with the requirements of this order or any
other applicable law or regulation

l

Contract for Services or Supplies that are not off-the-

shelf items that (1) exceed $500,000 in value and (2) are
to be performed outside U.S.

The information contained herein is not, and should not be relied upon as, legal advice, and is not a substitute for qualified legal counsel.

NO

but 18 U.S.C. § 545 (Smuggling) and 19 U.S.C.
§ 1307 (Forced Labor Prohibitions) might

Contractors and subcontractors must create and post (1) at the
workplace and (2) on their company website a formal compliance
plan including, as appropriate:

« An employee awareness program about U.S. anti-trafficking policy

« A process for employees to report activity inconsistent with zero-
tolerance policy without fear of retaliation

« A recruitment and wage plan

» Available disciplinary actions for employees that violate the policy

+ Reciprocal expectations between company and supplier

« A housing plan

« Preventative procedures for subcontractors

Each contractor and subcontractor must formally certify it has a
compliance plan in place, due diligence was conducted, the absence
of misconduct, and that, if misconduct was observed, that appropriate
remediation and referral actions were taken

Note: “Trafficking” is defined broadly

to include (1) sex trafficking in which a
commercial sex act is induced by force, fraud,
or coercion, or in which the person induced
to perform such act has not attained 18 years

of age, and (2) the recruitment, harboring,
transportation, provision, or obtaining of a
person for labor or services, through the use
of force, fraud, or coercion, for the purpose of
subjection to involuntary servitude, peonage,
debt bondage, or slavery

\

l

Potential Liability From Non-Compliance:
« Suspension of contract or contract payment
« Loss of award fee or termination of contract
« Debarment (48 C.ER. 9.406-2)

- 18U.S.C. § 1001 (False Statement)

- 18 US.C. § 545 (Smuggling)

« 19 U.S.C. § 1307 (Forced Labor Prohibitions)
» 31 US.C. § 3729 (False Claims Act)

« Class action lawsuits

« Consumer advocacy/NGO actions



