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October 18, 2022

Mr. Euisun Chung

Chairman

Board of Directors

Hyundai Motor Company Headquarters
12, Heolleung-ro, Seocho-gu

Seoul, Korea

Dear Chairman Chung,

Investors are concerned about the lack of human and labor rights oversight at Hyundai in the wake of a
recent Reuters report of child labor at a Hyundai subsidiary’s facility and a United States Department of
Labor (DOL) investigation that confirmed children worked at a Hyundai supplier in the United States
(U.S.). We call on you to overhaul how the Board of Directors oversees human and labor rights risks at
Hyundai given the history of health and safety weaknesses in the company’s operations and supply
chain, where factory workers have been killed, and exposed to crush and amputation hazards. The use
of child labor, and poor health and safety conditions, not only violate multiple International Labor
Organization (ILO) conventions ratified by South Korea--international labor standards that Hyundai’s
Human Rights Charter commits to--they are also at odds with your Supplier Code of Conduct. The fact
that child labor was discovered after the company’s completion of a human rights risk assessment
suggests that either the assessment fell short or that Hyundai did not follow through with appropriate
risk mitigation measures. Either way, the human rights monitoring system currently in place has critical
weaknesses that must be addressed.

Child labor and poor workplace health and safety have regulatory and legal repercussions for Hyundai in
the U.S. and can cause reputational damage across the globe. The U.S. is an important market for
Hyundai, as it is responsible for nearly 20 percent of Hyundai Motor Company’s global vehicle sales.?
Given the importance of the U.S. market and the worldwide media attention these incidents have
received, Hyundai’s Board of Directors must oversee the company’s response.

Accordingly, we urge the Hyundai Board to take the following actions:

e strengthen the human and labor rights language in the Hyundai Supplier Code of Conduct;

1 Rosenberg, Mica, et al. “Hyundai Supplier Accused of Child Labor Violations by U.S. Authorities.” Reuters, 23 Aug. 2022,
www.reuters.com/legal/hyundai-supplier-accused-child-labor-violations-by-us-authorities-2022-08-23.
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e assign oversight of the Human Rights Charter and Supplier Code of Conduct to a committee of
the Board of Directors; and

e conduct an independent third-party human and labor rights risk assessment of Hyundai and its
supply chain with the results released publicly, and with ongoing monitoring and annual
updates.

The SOC Investment Group works with pension funds sponsored by unions affiliated with the Strategic
Organizing Center, a coalition of unions, to enhance long-term shareholder value through active
ownership. These funds have over $250 billion in assets under management, including global companies
like Hyundai Motor.

Hyundai’s use of child labor adds to longstanding concerns about the lack of human and labor rights
risk management.

In late July, reports revealed that a factory operated by Hyundai subsidiary SMART Alabama LLC
(SMART) in Luverne, Alabama had employed children to carry out hazardous work in a metal-stamping
plant. According to the Reuters report, the factory employed as many as 50 children, with the youngest
only 12 years old, in violation of U.S. federal law prohibiting anyone under the age of 18 from working in
a stamping plant.® In August, an investigation by the DOL found child labor at another factory, this time,
SL Alabama, a Hyundai supplier in Alexander City, Alabama. In response, the DOL filed a complaint in
U.S. District court accusing the supplier of repeatedly violating labor regulations by “employing
oppressive child labor” in hiring minors aged 13-15 to carry out hazardous work.* The federal court
recently entered an order to stop SL Alabama from illegally hiring children and to prevent SL Alabama
from shipping or delivering any goods produced in violation of federal child labor laws. The judgement
also requires SL Alabama to improve manager training on child labor. The DOL also assessed a $30,076
penalty.> We are concerned that these disturbing reports portend a larger problem in Hyundai’s human
and labor rights risk management.

Hyundai facilities have a history of citations for health and safety violations, including a worker death
and exposing workers to crush and amputation hazards. Since 2013, the U.S. Occupational Health and
Safety Administration (OSHA) fined SMART at least $48,515 due to safety problems at its plant, with the
most recent penalty issued this year.® The SMART factory is not the only Hyundai factory cited for its
workplace health and safety deficits. In 2016, a worker was killed at another of Hyundai’s metal
stamping suppliers also located in Alabama. An OSHA news release cited Hyundai and another auto
manufacturer for unrealistic production demands as a motivating factor for the supplier to cut corners
on worker safety.” The fatal incident is particularly concerning since, a year prior to the worker’s death,
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the DOL’s assistant secretary of labor for occupational safety and health at the time had informed
Hyundai executives in person that Hyundai’s production demands were endangering American workers.?
Health and safety problems at Hyundai suppliers is not limited to the U.S. Since 2007, more than 30
employees of Hyundai Steel, a major steel supplier of which Hyundai Motor also owns a significant
stake, have died at the Tangjin Steel Plant in South Korea. Between 2011 and 2021, there were nineteen
major accidents and 22 deaths at the same factory.®

Hyundai’s failure to adhere to human and labor rights standards creates legal and reputational risk.

Violations of U.S. labor law have legal repercussions. For example, earlier this year, SMART was named
in a pending class action lawsuit that accuses SMART of misleading Mexican engineers about job
opportunities at what appears to be the same factory in Luverne, Alabama as is reported to have used
child labor. The workers allege that they were enticed to move to America with the promise of
engineering jobs, but upon arrival, they were made to work long hours on the production line at hourly
wages that were a fraction of what was paid to the U.S. citizens on the same line.2° Similar allegations
have been reported in pending litigation at a factory that supplies Kia in Georgia.'!

These allegations point to a disturbing trend in Hyundai’s U.S. operations involving vulnerable groups of
workers, such as children and immigrants. Many of the child workers in the SMART plant were migrants
from South and Central America who were working without authorization.!? Being associated with the
use of child labor, the exploitation of vulnerable groups of workers, and violations of human and labor
rights risks Hyundai’s reputation around the world, especially in the U.S., where these incidents
occurred. Widely-followed media outlets, like Reuters and Al Jazeera, have reported on the
aforementioned child labor usage by the SMART factory and SL Alabama.® Evincing the global
reputational repercussions, Hyundai Australia took steps to distance itself from its U.S. counterparts
following the reports of child labor.2* The U.S. is an increasingly important market for Hyundai, with the
company planning to invest $7.4 billion to produce future EVs, enhance production facilities, and further
its investments in smart mobility solutions by 2025.%*> Additionally, further damage to Hyundai’s
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reputation could slow the company’s positive momentum from a 17 percent increase in sales between
2020 and 2021, as well as increases to the company’s U.S. market share for the last 4 years.1®

The fallout from labor rights abuses at Boohoo, a British fast-fashion chain, provides a cautionary tale to
Hyundai. In 2020, Labor Behind the Label, a non-profit which focuses on workers’ rights in the fashion
industry, found the company to have committed several labor rights violations such as wage theft and
poor working conditions. In response, Boohoo launched an independent review into its supply chain
working conditions. However, many investors felt the actions Boohoo took in response to the review
were insufficient and some divested from the company.?” Share prices plummeted in response and
Boohoo’s market value fell by more than £1bn to £3.7bn in the week that followed.® We would like
Hyundai to avoid a similar fate and urge the Board of Directors to ensure that Hyundai fully implements
its Human Rights Charter to address human and labor rights risks in its operations and supply chain.

Hyundai does not follow its own commitments to international human and labor rights standards and
needs to strengthen its Supplier Code of Conduct.

Hyundai’s Human Rights Charter states that the company “is committed to complying with a wide range
of recognized human rights/labor-related international standards and guidelines, such as the Universal
Declaration of Human Rights, UN Guiding Principles on Business and Human Rights and International
Labor Organization, key agreements, and OECD Due Diligence Guidance for responsible Business
Conduct, among others.” The violations of human and labor rights outlined above are in violation of
these international standards. The use of child labor in Hyundai factories is a violation of Article 6 of the
Hyundai Human Rights Charter, which states that “child labor is prohibited in principle and the company
takes measures so that minors’ opportunity for education will not be restricted due to their work.” Not
only were children employed at the SMART factory, they worked in the factory during times when they
should have been in school. The use of child labor in U.S. factories also violates the ILO’s “Minimum Age
Convention” and “Worst Forms of Child Labour Convention,” both ratified by South Korea and,
therefore, committed to by Hyundai in its Human Rights Charter.

OSHA’s repeated concerns over health and safety at Hyundai’s U.S. plants point to poor compliance by
Hyundai with the ILO’s “Occupational Safety and Health Convention,” which South Korea has ratified,
and of Article 7 of the company’s Human Rights Charter, which states that “employees to work in a safe
work environment and prepares the support plan for post management and appropriate measures for
the purpose of preventing physical and mental hazards.”

According to the 2022 Hyundai Sustainability Report, the company had identified working conditions at
suppliers as a potential risk for issues including “hours, pay, and child and forced labor, etc.” Despite
identifying the potential risk posed by suppliers in the automotive industry, Hyundai failed to take action
to prevent human rights violations. It is important for Hyundai to address the labor and human rights
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risks in the company’s supply chain, especially as the company expands into the EV sector, which is
notorious for its supply chain human and labor rights risks.®

Hyundai must strengthen the language used in its Supplier Code of Conduct in line with the stronger
provisions of Industry peers. For example, Ford mandates that its suppliers “Do not use child labor in any
form”?° and GM “has a zero-tolerance policy regarding the use of child labor.” 2! In contrast, Hyundai’s
Supplier Code of Conduct only states that “suppliers should ban any and all forms of child labor in
principle”.

The Board must strengthen its capacity to oversee human and labor rights risk mitigation.

The Hyundai Board of Directors must ensure that the company has the appropriate controls in place to

adhere to Hyundai’s human and labor rights commitments. To strengthen oversight of these issues, the
Board must designate oversight responsibilities and commission an independent third-party assessor to
conduct a gap analysis.

Hyundai’s Board appears to lack a committee that deals directly with issues related to human rights.
Under Hyundai’s current governance structure, human rights issues are addressed by the “ESG
Council’s” working level division on social issues. The “ESG Council” falls under the “ESG Committee,”
which is comprised of management in each of the company’s business areas. This ESG Committee” then
reports to the Board of Directors’ “Sustainability Management Committee.” Under the current structure,
the Board of Directors is insulated from critical information due to overreliance on reporting from
management committees who may be incentivized to underreport human and labor rights issues to
their superiors or the Board. This structure fails to give the Board direct oversight of labor and human
rights policies at the company. We call on the Board to assign oversight of the Human Rights Charter and
Supplier Code of Conduct to a committee of the Board of Directors and provide that committee with the
necessary resources to conduct its own reviews. The Hyundai Board should be leading the oversight of
the company’s commitments to human rights given the company’s history of violations, rather than
relying on management committees.

According to Hyundai’s 2022 Sustainability Report, the company itself appears to have conducted
human rights risk assessments at overseas and Korea-based business sites. These assessments revealed
potential risks, but the reports of child labor at a Hyundai factory and supplier in the U.S. raise serious
guestions about the effectiveness of the company’s response to the findings. Hyundai has pledged to
make continuous efforts to advance risk management processes. To better implement Hyundai’s
commitment, we call on the Board to engage an independent third-party to conduct a human rights risk
assessment of Hyundai’s operations and its supply chain to identify weaknesses in its current policies
and recommend remedies. The third-party should be tasked with monitoring the progress towards
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rectifying the weaknesses in Hyundai’s policies and releasing periodic updates on the progress that the
company has made. We note that the Alabama Coalition for Community Benefits has also called for
third-party monitoring of Hyundai and the company’s suppliers in response to the reports of child
labor.??

To maintain investor trust throughout this process, the Hyundai Board must maintain transparency by
publicly releasing all findings. Further, we expect that this human rights risk assessment and the
implementation of the resultant recommendations will require more than one year to execute and
request that investors be updated at least annually on Hyundai’s progress.

Conclusion

While we appreciate that Hyundai released a Human Rights Charter and conducted a risk assessment in
2021, recent reports of child labor highlight that there are still considerable weaknesses in how the
company manages its human and labor rights risks. Given the significant risks that human and labor
rights scandals pose to the company, the Hyundai Board must act. We urge the Hyundai Board to
consider our recommendations and look forward to hearing back from you regarding our concerns by
December 1, 2022. Please contact my colleague Mikail Husain at mhusain@socinvestmentgroup.com
with any questions concerning this letter.

Sincerely,
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Dieter Waizenegger
Executive Director

SOC Investment Group

22 Thornton, William.“Group Calls for Putting an End to Alleged Use of Child Labor at Hyundai Suppliers.” Al, 23 Sept. 2022,
www.al.com/business/2022/09/group-calls-for-putting-an-end-to-alleged-use-of-child-labor-at-hyundai-suppliers.html.



