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The ESG Cooperation Hub Board of Directors has unanimously agreed to adopt the Proactive
Mediation Mechanism (PMM) as the fundamental working methodology of ESG Cooperation
Hub. Following the procedural rules of mediation institutions, a standard practice draft has been
prepared and is now open for public consultation regarding its Chinese version.
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We invite all relevant stakeholders to review the document and provide comments or
suggestions. The deadline for this round of feedback is February 28, 2025. During this period,
stakeholders are also welcome to arrange in-person meetings to share feedback.

(Contact: Fermi Wang | Email: fermi.wang@esghub.club)
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The Proactive Mediation Mechanism (PMM) of ESG Cooperation Hub (ESG Hub) aims to
intervene proactively before conflicts arise or escalate, providing an efficient, transparent, and
actionable platform for businesses, stakeholders, and international NGOs to collaborate. This
mechanism seeks to promote sustainable development and responsible management across
global supply chains.
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Proactive Intervention: Address potential conflicts through mediation and communication
mechanisms before they escalate into legal disputes or public controversies.

Balancing Interests: Provide a fair dialogue platform for businesses, communities, trade
unions, workers, civil society organizations (CSOs), Indigenous peoples, NGOs, and government
agencies, ensuring the protection of vulnerable groups.

Building Trust: Enhance trust between businesses and stakeholders through a transparent and
structured mediation process.

Driving Systemic Improvements: Accumulate case experience through mediation to improve
industry standards and supply chain management mechanisms.
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Neutrality: ESG Hub serves as a neutral third party, ensuring equal representation of all voices
during mediation.

Transparency: When applicable and without compromising confidentiality, the mediation
process and outcomes will be made publicly available.

Inclusiveness: All stakeholders, including businesses, communities, worker representatives,
trade unions, NGOs, and government departments, are encouraged to participate actively.

Preventive Approach: Focus on early risk identification and resolution to mitigate severe
consequences.

3. BfTHEZEOperational Framework

3.1 ik F % Trigger Conditions
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The PMM specifies clear conditions under which the mechanism can be activated to address
potential risks and issues within supply chains:



- ldentified Risks in ESG Due Diligence: When businesses discover risks or conflicts during
internal or external ESG due diligence, such as substandard working conditions or
environmental violations, the mechanism can be triggered to address these risks before they
escalate.

- Reports from Trade Unions or Communities: Trade unions may report labor-related issues
like low wages, forced labor, or unsafe working conditions, while communities may raise
concerns about environmental degradation or land encroachment.

- €SO or NGO Findings: CSOs or NGOs may submit findings of non-compliance with
international standards (e.g., UN Guiding Principles on Business and Human Rights). ESG Hub
may also proactively seek out relevant information from these organizations.

- High-Risk Supply Chain Behaviors: Issues such as forced labor, child labor, environmental
pollution, or forced community relocation will automatically trigger the mechanism to prevent
the escalation of public and corporate risks.
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The PMM follows a structured process to ensure systematic problem-solving and transparency
for stakeholders:

1. Problem Identification

- Objective: Assess the nature and urgency of the issue to determine whether to activate the
mechanism.

- Signal Collection: ESG Hub operates a 24/7 online portal to receive complaints and warnings
from businesses, trade unions, communities, or NGOs, while also monitoring media and third-
party reports.

- Preliminary Risk Assessment: Use standardized tools to evaluate the severity and scope of
identified risks.

2. Stakeholder Engagement
- Objective: Ensure fair participation of all directly or indirectly affected stakeholders.

- Engagement Mechanism: Quickly convene representatives from businesses, trade unions,
communities, NGOs, and local governments to ensure equal speaking opportunities for all



parties.
3. Mediation and Negotiation

- Objective: Achieve solutions that align with human rights, labor rights, and environmental
standards.

- Role of Mediators: Neutral experts guide discussions, focusing on key issues and adhering to
international standards.

- Data-Driven Support: Use industry benchmarks and due diligence models to provide
objective insights.

4. Formulating Solutions
- Objective: Develop actionable and practical improvement plans.

- Collaborative Planning: Mediators facilitate the design of implementation plans, including
assigning responsibilities, timelines, and rectification goals.

- International Standards: Ensure all solutions comply with recognized ESG and human rights
frameworks (e.g., UNGPs, OECD Guidelines).

5. Monitoring and Follow-Up
- Objective: Ensure the effectiveness and continuous improvement of action plans.
- Tracking and Reporting: Regularly assess progress and share updates with stakeholders.

- Capacity Building: Provide technical assistance and training for stakeholders encountering
implementation challenges.

- Lessons Learned: Publish case studies to refine the mechanism for future applications.
4. SRHEMNBIEY R LA ER 5 Key Components of the Mechanism
4.1 A% #F Technical Support
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Technical support is at the core of the PMM, providing data-driven tools and methods for risk
identification, solution development, and follow-up evaluation.

Due Diligence Tools:

HRDD tools are specifically designed for Human Rights Due Diligence, helping evaluate whether
supply chains involve forced labor, child labor, discrimination, or unsafe working conditions.
These tools enable businesses to quickly identify high-risk areas or business partners and take
targeted measures. HREDD tools expand HRDD to cover environmental risks, including assessing
the impact of mining, manufacturing, or transportation processes on ecosystems and
community health and livelihoods.

ESG Hub aims to avoid developing its own HRDD or HREDD tools and instead adopts tools that
are widely recognized within specific industries or regions:

- Modular Design: Adaptable to the needs of different industries.

- Real-Time Updates: Incorporates the latest changes in international regulations and industry
best practices.

- User-Friendly: Offers graphical interfaces and detailed user guides to facilitate use by internal
and external stakeholders.

Data Analysis Platform:



Leverages big data technology to collect, integrate, and analyze supply chain-related data (e.g.,
production records, employee wages, material sources). Provides customized risk reports that
visually highlight potential supply chain vulnerabilities. Machine learning algorithms help
businesses predict risks and develop preventive strategies.

Industry Benchmark Reports:

In collaboration with international NGOs, ESG Hub co-publishes or directly adopts high-impact
reports on supply chain management. If necessary, it also produces independent reports. These
reports include case studies, compliance ratings, and regional risk maps to serve as references
for businesses. They are updated regularly to reflect industry dynamics and global trends, such
as emerging regulations or areas of public concern.

4.2 FIEEH X E S 5Stakeholder Participation
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The effectiveness of the PMM depends significantly on the deep participation of diverse
stakeholders, ensuring that the concerns of all groups are equally addressed.

Community Representatives:

Communities are among the most impacted stakeholders in supply chains, and their voices are
critical during the mediation process. The mechanism establishes dedicated seats for
community representatives to ensure that grassroots opinions are conveyed directly to decision-
makers.

Specific measures:

- Organizing Community Hearings: Invite local residents to share their experiences and
demands.

- Providing Mediation Training for Communities: Help community representatives
participate effectively in complex supply chain negotiations.

- Translation and Cultural Support: Offer language and cultural adaptation services to non-
native speakers in communities, ensuring their full ability to express their opinions.

Trade Unions:

As the primary representatives of labor rights, trade unions provide expert labor condition
monitoring data and legal advice for the mediation process. Their roles in mediation include:

- Auditing and Monitoring Labor Conditions, such as whether wages are paid on time and
workplaces are safe.

- Participating in Supply Chain Due Diligence to identify issues like forced labor or excessive
overtime.

- Advocating for Workers’ Negotiation Rights to ensure the implementation of mediation
outcomes.

International NGOs:



NGOs are not only observers of supply chain management but also active promoters of
standards development and oversight. Their contributions to the PMM include:

- Providing Global Best Practices and Policy Recommendations to help businesses meet
international standards.

- Leveraging Their Extensive Networks to facilitate dialogue between businesses and local
communities or governments.

- Acting as Third-Party Monitors to ensure the mediation process is transparent and
accountable.

4.3 Z 757358 F &Multi-Party Communication Platforms
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The PMM requires efficient and flexible communication platforms to bring together stakeholders
from diverse backgrounds and perspectives, fostering open dialogue and collaboration to
resolve conflicts.

Regular Multi-Stakeholder Roundtable Meetings:

Held biannually, these meetings gather businesses, community representatives, trade unions,
and NGOs to discuss current issues and potential risks in supply chain management.
Expectations for these meetings include:

- Transparent Agendas: Announcing meeting topics in advance to ensure all participants are
well-prepared.

- Professional Facilitation: Independent mediation experts will lead discussions to ensure
efficiency and impartiality.

- Consensus Sharing: Summaries of agreements and unresolved issues will be distributed to
participants after the meeting.

Workshops:

Organized for complex issues (e.g., environmental degradation, labor disputes), these
workshops delve into root causes and collaboratively design solutions.

- Group Discussions: Participants are divided into groups to focus on specific areas (e.g.,
community impact, labor rights).

- Expert Lectures: Experts in law, environment, and human rights are invited to share insights.

- Solution Prototyping: Solutions are designed and simulated during the workshops.

Ad Hoc Mediation Teams:

For complex issues involving multiple stakeholders, temporary teams are formed to handle
mediation and resolution.

- Formation: Teams include business representatives, community leaders, trade union heads,
and NGO representatives. Regular progress reports are shared, aligning with key points
discussed at roundtable meetings.

- Deliverables: Specific action plans, including short-term remedies and long-term
improvement recommendations, are developed. Case reports are produced to inform future



iterations of the PMM.
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5.1 Risk Identification and Early Warning: Proactively identify potential conflicts or violations
through regular supply chain due diligence and monitoring.

5.2 Rapid Response Mechanism: Activate mediation before issues escalate, reducing the time
needed to resolve conflicts and mitigating social, environmental, and economic impacts.

5.3 Training and Capacity Building: Provide mediation capacity-building programs for
businesses, communities, and CSOs, enhancing their understanding and application of HRDD
and HREDD principles.

5.4 Systemic Improvement: Extract common issues from cases to offer improvement
recommendations for industries and policymakers.

6. FRHARERExpected Outcomes
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- Reduced Conflicts: Lower frequency of conflicts within corporate supply chains, reducing
risk management costs.

- Improved Compliance: Businesses better meet international standards, minimizing the risk
of violations being exposed.

- Empowered Stakeholders: Communities and trade unions play a more significant role in
supply chain governance.



- Improved Industry Standards: Accumulated case experience drives dynamic optimization of
ESG standards.

7. 5EMENGOLALMIHFE{EBCollaboration with International NGOs
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Through collaboration with international NGOs, the PMM can integrate broader resources and

expertise, providing comprehensive support for businesses in areas ranging from human rights
to environmental governance. This collaboration drives systemic change in high-risk industries.



