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A. HSE BREACH AND PENALIZATION MECHANISM FOR CONTRACTORS

This Annexure is established to ensure proactive risk control, accountability, and continuous improvement in
contractor HSE performance across STCL operations.

In the event that the CONTRACTOR or its subcontractors fail to comply with STCL HSE expectations, safety
protocols, or applicable Pakistani legislative requirements (including Provincial OSH and Environmental Protection
Acts), STCL reserves the right to impose liquidated damages per CASE / VIOLATION per worker.

These penalties shall be deducted directly from the CONTRACTOR's running invoices, bank guarantees, or any other
payable amounts, without prejudice to STCL's rights under applicable contractual terms and conditions, including
termination, legal remedies, or blacklisting.

RESPONSIBILITY: Supply Chain, Manufacturing, Projects

SCOPE: All contractors and subcontractors engaged under RFQ / PO / Contracts

B. GENERAL HSE OBLIGATIONS OF CONTRACTOR
The contractor shall:

Maintain a safe working environment and ensure that all activities are conducted in a manner that eliminates /
controls risks to the health, safety, and welfare of all personnel, including STCL employees, visitors, & public.
Assume full responsibility for knowing and complying with all federal, provincial, and local environmental,
health, and safety laws applicable at the site of operations.

Before starting any new, hazardous, or non-routine activity, conduct a comprehensive risk assessment or JSA.
This document must be reviewed and approved by the STCL HSE representative before work commences.
Maintain a clean, orderly, and hazard-free work area at all times.

Accumulation of waste, debris, or hazardous materials that block emergency exits, fire equipment, or
pedestrian walkways will be treated as a safety violation.

Ensure adequate supervision, competency, and discipline of workforce.

C. RESOURCE RESPONSIBILITY MODELS
Depending on the specific commercial scope of the Work Order / Contract, the provision and responsibility for PPE
and operational equipment shall fall under one of the following models:

1. PPE Responsibility

STCL-Provided PPE: For general manpower/supply contracts, STCL shall provide the necessary standard PPE.
However, the CONTRACTOR remains 100% legally and operationally liable for ensuring that their workers
continuously and correctly wear the provided PPE at all times.

Contractor-Procured PPE: For specialized technical/activity-based contracts, the CONTRACTOR shall be
100% responsible for the procurement, cost, and distribution of certified PPE (complying with EN/ANSI
standards) suitable for tile manufacturing hazards.

2. Equipment & Tools Responsibility

STCL-Provided Equipment: Where STCL provides machinery, forklifts, power tools, or specialized plant assets
for the contractor's use, the CONTRACTOR remains 100% responsible for conducting mandatory pre-use
safety checks. The CONTRACTOR is fully liable for any unsafe operation, unauthorized modifications,
bypassing of safety interlocks, or damage caused by operator’s negligence.
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e Contractor-Owned Equipment: CONTRACTOR shall be 100% responsible for providing all tools and
machinery required for the scope of work. All such equipment must pass STCL entry inspections and hold
valid, compliant third-party safety certifications before mobilization.

D. HSE VIOLATION & PENALTY FRAMEWORK
STCL reserves the right to revise penalty values based on risk severity and regulatory requirements.

1.

Failure to fulfil HSE expectations:
1. PPE non-compliance - Failure to follow Personal Protective Equipment (PPE) requirements.
o Safety Shoes/Helmet - Rs. 5,000/- per case / worker
o Eye/Hand protection - Rs. 5,000/- per case / worker
o Any other PPE violation, specific to the job activity — Rs. 5,000/- per case / worker
2. Safe Work Practices violation — Ignoring established safety protocols, procedures and rules such as Permit-
to-Work (PTW) systems, Standard operating procedures (SOPs).
o Work Permit Violation — up to Rs. 10,000/- per violation
o Working while using substandard / uncertified equipment — Rs. 10,000/- per instance
3. Unsafe Act/ Behaviors — Engaging in unsafe acts or behaviors, such as bypassing safety mechanisms, being
under the influence of drugs or alcohols while in the company premises or operating company assets or
performing horseplaying or reckless activities.
o Willful misconduct - Rs. 10,000/- per instance
o Serious violation may lead to immediate work suspension and personnel eviction from premises.
4. Environmental violations — Unauthorized waste disposal or chemical release.
o Environmental breach - Rs. 10,000/- per instance
5. Safe Work Authority — Failure to support or comply with work-stop protocols.
o Penalty equivalent to the specified in Safe Work Practices violation section.
6. Incident Reporting / Investigation — Failure to report incidents, near-misses, or unsafe conditions and
support STCL during investigations.
o Incident concealing or not supporting during incident investigation — Rs. 10,000/- per instance

2. Failure to exercise care to prevent injury to a person
e Fatality - Rs. 1,000,000/- per death
e LostTime Injury — Rs. 500,000/- per injury
e Restricted / Medical Treatment Case Injury — Rs. 20,000/- per injury
e First Aid Case Injury — Rs. 10,000/- per injury
o Any penalty imposed by STCL is strictly independent of statutory payments. The contractor remains fully
and directly liable for court-mandated Diyat or other compensations under the Provincial Employees
Social Security Institution (PESSI), Workmen's Compensation Acts or other local regulatory laws.
3. Property damage
e Uptothe actual replacement / repair damage as estimated by STCL, deducted directly from pending
invoices within thirty (30) days.
o This explicitly includes damage to STCL-provided equipment resulting from misuse or negligence.
4. General Safety Violations
e Any other safety observation / violation not specified above: penalty amount shall be determined by STCL
based on severity, risk exposure, and potential consequences.
E. ENFORCEMENT PROTOCOLS
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To ensure fairness, transparency, and compliance with applicable legal and contractual principles, the following
protocol shall apply prior to the imposition of any HSE penalty:

1.

Due Process for HSE Violations and Penalties
e Any HSE violation, unsafe act, unsafe condition, environmental breach, or incident shall be formally recorded
by STCL through inspection, audit, observation, or incident reporting mechanisms.
e Allreported violations shall be subject to appropriate review, which may include:
o Incident investigation; Verification of facts and evidence; Review of contractor supervision and controls.
e The CONTRACTOR shall be:
o Informed of the violation.
o Given an opportunity to present explanation, supporting evidence, or clarification.
o Required to participate in investigation where applicable.
¢ Penalties shall only be imposed where it is reasonably established that:
o Theviolation occurred.
o The CONTRACTOR, its personnel, or subcontractors were responsible due to negligence, non-
compliance, or failure to implement required controls.
e Penalties shall not be applied in cases where:
o The contractor is demonstrably not at fault.
o Theincidentis attributable to STCL-controlled conditions or force majeure events.

2. Three-Strike Rule
e 1st~ Standard penalty as listed in the above table
e 2nd ~> Double penalty
e 3rd > Immediate and permanent removal of the non-compliant personnel from site, immediate suspension
of the contract, and initiation of formal vendor blacklisting.
o STCLreserves the right to bypass the above escalation in case of serious, willful, or high-risk violations.
3. Stop Work Authority
e STCL reserves unconditional right to stop work. Such instructions shall be binding and non-negotiable, and
no claims for delay, cost, or extension shall arise from such stoppage, subject to applicable contractual
provisions.
4. Subcontractor Accountability
e The primary CONTRACTOR assumes absolute financial, operational, and legal responsibility for any and all
subcontractors they engage in. Any safety violation, environmental breach, or injury caused by a
subcontractor will be penalized under the primary CONTRACTOR’s account.
F. PERFORMANCE MANAGEMENT

e Enforcement of the above Special HSE Conditions shall be the responsibility of the CONTRACTOR.
e The CONTRACTOR ensures that all personnel assigned to operate vehicles, machinery, or specialized
equipment possess valid, legal, and active credentials required by Pakistani law and STCL standards.
o Operators of commercial transport, dumper trucks, or heavy supply vehicles must hold a valid Heavy
Transport Vehicle (HTV) or relevant specialized driving license issued by a government traffic authority.
o Operators of industrial material handling equipment (e.g., forklifts, cranes, earth-moving machinery) must
possess a valid Third-Party Operator Competency Certification issued by an accredited training institute.
o Legible copies of all licenses and certifications must be submitted to the STCL HSE department for
verification and gate-pass issuance prior to the operator deploying on-site.
o Operating machinery without verification will result in immediate penalty execution.
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Based on exceptional safety compliance, STCL may decide to pay a monetary bonus to the CONTRACTOR, for
which STCL remains the final judge of performance.
CONTRACTOR shall comply with all local labor laws, ensuring legal working hours and mandatory rest cycles.
CONTRACTOR shall conduct routine toolbox talk and document the attendance.
STCL shall conduct regular HSE inspections and audits (i.e., MSAs) to assess the HSE performance of
contractor workers.
CONTRACTOR shall also perform regular HSE inspections and submit reports to STCL.
HSE Inspections / Audits can be performed in teams, including representatives from STCL and the Contractor.
Any unsafe act or condition identified during inspection and audit shall be communicated to the contractor
for corrective actions.
In case of any non-compliance with contractual requirements, STCL has the right to instruct the contractor for
appropriate changes or impose penalties.
o The contractor can be asked to pay for liquidated damages.
STCL maintains an unconditional right to stop work, cancel the purchase order, or demand the permanent
removal of any contractor/subcontractor personnel who fail to meet STCL HSE expectations.
o Such personnel shall not again be deployed on the WORK without the permission of STCL.
CONTRACTORS shall ensure that all subcontractors also meet STCL HSE expectations.
All contractor tools and equipment shall be inspected by STCL before entering the work site.
o STCL can ask to follow "Tools / Equipment certification protocol" as specified from time to time including
third-party certification of certain equipment.
o Incase any deficiency is pointed out, the CONTRACTOR shall not use such tools and equipment unless
the deficiency is rectified, or the tools / equipment are replaced to the satisfaction of STCL.
o Specialized machinery must carry valid third-party certifications from an approved body.
= Any STCL-provided equipment found with a deficiency must be reported immediately, and the
CONTRACTOR shall cease its operation until rectified by the company.

G. ACCEPTANCE CLAUSE

By acceptance of any RFQ, Purchase Order, Contract, or Work Order issued by STCL, the CONTRACTOR
acknowledges, understands, and agrees to fully comply with all requirements stated in this Annexure.
This Annexure shall form an integral and binding part of the contractual agreement between STCL and the
CONTRACTOR and shall be read in conjunction with STCL Contractor Safety Management Procedure.

H. PENALTY / FINE SUMMARY

Category Violation Penalty (PKR)
PPE Any required PPE 5,000
Safe Work Practices Work without permit or using substandard / uncertified equipment | 10,000
Unsafe Act / Behavior Willful misconduct 10,000
Environmental Environmental breach 10,000
Incident Management Concealing incident; Not supporting investigation 10,000
Safe Work Authority Violating stop-work interventions 10,000
Injury Fatality 1,000,000
Injury Lost Time Injury (LTI) 500,000
Injury Medical Treatment Case (MTC) / Restricted Work Case (RWC) 20,000
Injury First Aid Case (FAC) 10,000
General Any other violation To be determined by HSE
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