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Larger businesses will soon be required to prepare an annual, public-facing, slavery and human trafficking
statement under new requirements imposed by the Modern Slavery Act 2015. This obligation is commonly
referred to as the "Transparency Requirement".

Although the Act does not impose a requirement on businesses to directly specify any instances of human
trafficking or slavery a business uncovers in its supply chain its significance should not be understated. The
increased requirements around transparency of businesses' internal processes could lead to much greater
shareholder pressure and media scrutiny. With this in mind, notwithstanding the lack of a direct requirement to
address slavery/trafficking issues uncovered or make specific disclosures about such instances which are
discovered, the impact of the Act should be taken seriously.

Most businesses today have extensive social responsibility programmes, so preparing for the Act may simply be
a matter of revising, improving or codifying existing internal processes. However, the negative PR is self-evident

for a business in a high risk area such as electronics manufacture or fashion that openly states that it that it takes
no formal steps to monitor and prevent any instances of slavery in its business operations and supply chain.

Transparency Requirement

What is the Transparency Requirement?
It requires businesses to prepare a statement for each financial year either:

¢ outlining the steps that it has taken during a financial year to ensure neither slavery nor human trafficking is taking place:

i) in any of its supply chains; and
ii) in any part of its own business, or

e stating that the business has taken no such steps.

To whom does the Transparency Requirement apply?
The Transparency Requirement will apply to businesses who:

(a) supply goods and services;
(b) carry on business or part of a business in the UK; and
(c) whose total turnover is not less than a specified amount likely to be £36 million.

Although the precise amount is yet to be specified for (c), the common belief is that it is likely to be set at £36
million. One area yet to be specified is whether the turnover criterion will be judged against individual entities
alone or their wider groups. However, the wording of the Government's paper summarising consultation
responses (published 29 July 2015) and the approach taken in similar compliance regulations suggests that the
threshold could well be set against the turnover of an entity's wider group.

Signing and publishing the transparency statement

Once approved and signed off by the relevant authorised representative (specified in the Act), the transparency
statement must be published on the business' website with a prominent link from its homepage. If the business
has no website, then a copy needs to be provided within 30 days of a written request to see it.

Getting ready for the Transparency Requirement


http://www.legislation.gov.uk/ukpga/2015/30/contents/enacted
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/448200/Consultation_Government_Response__final__2_pdf.pdf

How to prepare?

e Develop policies on how your business deals with slavery and human trafficking both within your organisation and your
supply chains.

e Try to ensure your upstream distributors undertake their compliance with your slavery and human trafficking policies in your
distribution contracts with them.

¢ Provide training to staff members — particularly those involved in distributor and vendor negotiations.

e Conduct regular audits of your supply chains — including any subcontractors. To the extent that any key risk areas or
suppliers arise — targeted reviews should be conducted.

Impact on smaller businesses

It is important to note that although the Act specifically refers to "large" businesses, smaller businesses upstream
in the supply chain should not simply ignore it. As part of the supply chain of organisations subject to the
Transparency Requirement, such smaller companies are also likely to be subject to increased commercial
scrutiny. Accordingly, it would be prudent for even smaller businesses to follow the preparatory steps outlined
above.

In addition to the recommended steps outlined above, government guidance on how best businesses can
comply with, and prepare for, the incoming Transparency Requirement is expected in the near future. We will
continue to monitor the impact of the Act on UK businesses, its implementation and this area generally.

Please contact Sarah Pearce (spearce@cooley.com or +44 (0) 20 7556 4503) or Leo Spicer-Phelps
(Ispicerphelps@cooley.com or +44 (0) 20 7556 4334) if you require assistance with, or have any queries relating
to this matter.

This content is provided for general informational purposes only, and your access or use of the content does not
create an attorney-client relationship between you or your organization and Cooley LLP, Cooley (UK) LLP, or
any other affiliated practice or entity (collectively referred to as "Cooley"). By accessing this content, you agree
that the information provided does not constitute legal or other professional advice. This content is not a
substitute for obtaining legal advice from a qualified attorney licensed in your jurisdiction, and you should not act
or refrain from acting based on this content. This content may be changed without notice. It is not guaranteed to
be complete, correct or up to date, and it may not reflect the most current legal developments. Prior results do
not guarantee a similar outcome. Do not send any confidential information to Cooley, as we do not have any duty
to keep any information you provide to us confidential. When advising companies, our attorney-client
relationship is with the company, not with any individual. This content may have been generated with the
assistance of artificial intelligence (Al) in accordance with our Al Principles, may be considered Attorney
Advertising and is subject to our legal notices.
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This information is a general description of the law; it is not intended to provide specific legal advice nor is it
intended to create an attorney-client relationship with Cooley LLP. Before taking any action on this information
you should seek professional counsel.
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