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Executive summary
Larger organisations must publicly report steps they have
taken to ensure their operations and supply chains are
trafficking and slavery free. By driving up transparency, the
expectation is that modern slavery will be tackled with
greater urgency.
This disclosure duty, contained in the Modern Slavery Act
2015, applies to companies and partnerships supplying
goods or services (wherever incorporated or formed) with
global turnovers of £36 million and above, providing they
carry on business in the UK. While legal penalties for
breach are limited, organisations should be aware that
campaigning pressure groups are monitoring and
benchmarking their compliance, with the associated
reputational risks.
To comply, organisations are expected to report annually,
for example, on policies, training, due diligence processes
and the effectiveness of measures taken to combat slavery
and trafficking. The annual report must be signed and
approved at the highest level in the organisation and made
accessible on the organisation’s homepage.
With some organisations in their third year for reporting,
expectations are building. In particular, well known brands
and those with higher risk business models can expect
targeted attention, and even investigation, as the
government, investors and NGOs look for year on year
improvements in the way that modern slavery risks are
being tackled.
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Understanding the law
What is slavery and trafficking?
Modern slavery is a term used to encompass slavery,
servitude, forced and compulsory labour and human
trafficking. It includes both adults and children being forced to
work against their free will. A common example arises where
migrant workers take loans to pay for their travel to another
country to work, or to pay fees to a recruitment company,
with a view to repaying the money from their earnings. They
become trapped in ‘debt bondage’ as other sums are added
to the loan while they work, such as accommodation and
transport costs, exceeding their capacity to make repayments.
In addition, their passports are often withheld. Agriculture,
construction, hospitality and manufacturing are the sectors
frequently cited as being vulnerable to modern slavery.

Why is modern slavery an issue for the
business world?
Slavery and trafficking permeates aspects of the legitimate
economy. Reputable organisations may be satisfied that their
own operations are slavery-free but are often less clear about
their supply chains and other business relationships such
as out-sourcing partners and joint-ventures. In the financial
sector, criminal proceeds can be unwittingly facilitated.
With the aim of stamping out slavery and trafficking, the UK
government implemented the Modern Slavery Act 2015.
The Act sets out the criminal offences of knowingly holding
another in slavery or servitude, requiring another to perform
forced or compulsory labour and arranging or facilitating the
travel of another person with a view to their being exploited.
It increased penalties and strengthened the powers of the
police and border forces.
While the Act focuses on catching criminals and helping
victims, it contains preventative measures as well. The
disclosure duty is one such measure, encouraging businesses
to take steps to stop modern slavery.
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Why should organisations take action?
Slavery has a devastating impact on individual victims. It
also affects those organisations caught up in increasingly
high profile media and online campaigns alleging slavery
and human rights abuses. Organisations are under
increasing pressures to take action including:
––reputational - including the push from regulators for
greater corporate transparency on human rights, such as
the modern slavery disclosure duty
––legal - including the risk of litigation, complaints to the
OECD and breaching ethical procurement terms
––financial - reflecting investor and customer sensitivities
and increasing demands for CSR performance data as
part of tendering processes
––operational - arising from labour disputes and
disruption to supply chains

Which organisations are covered by the
disclosure duty?
Commercial organisations supplying goods or services and
having a minimum total turnover of £36 million and above are
required to prepare a slavery and human trafficking statement
for each financial year. A ‘commercial organisation’ includes
a partnership or a company, wherever incorporated, which
carries on a business, or part of a business, in the UK. Total
turnover is calculated as the turnover of the organisation
and of any of its subsidiary undertakings, including those
operating outside the UK, after deduction of trade discounts,
VAT and other taxes. With franchising models, only the
turnover of the franchiser is included.
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What is a slavery and human
trafficking statement?
The statement must set out the steps the
organisation has taken during the financial year to
ensure that slavery and human trafficking are not
taking place in any of its supply chain and in any part
of its own business, or, a statement that it has taken
no such steps. It must be approved by the board or
equivalent management body, signed by a director
or equivalent (e.g. the general partner in a limited
partnership) and must be published prominently
on the organisation’s homepage. The government
expects publication as soon as possible after the
financial year-end.
While the Act requires the publication of an annual
statement, it does not prescribe the content and
states that the following ‘may’ be included:
––information about the organisation’s structure,
its business and supply chains
––the organisation’s policies relating to modern
slavery
––its due diligence processes in relation to slavery
and trafficking in its business and supply chain
––the parts of the organisation where there is a risk
of modern slavery and the steps it has taken to
assess and manage that risk
––its effectiveness in ensuring that modern slavery
is not taking place, measured against appropriate
performance indicators

What are the penalties for failing to publish a
slavery and trafficking statement?
There are limited penalties for non-compliance (the disclosure
duty is subject to enforcement by the Secretary of State by
injunction, which seems unlikely). However, the government
appointed Anti-Slavery Commissioner together with pressure
groups, investors and others are already targeting large MNEs
and organisations in vulnerable sectors and subjecting them
to reputational campaigns to force annual disclosure and to
benchmark the content of such disclosures.

Where there are non-UK parent companies with UK
subsidiaries, government guidance states having a UK
subsidiary does not in itself require a non-UK parent to report
unless it meets the qualifying requirements, although this
remains an area of ambiguity in the Act.
Where a parent and one or more subsidiaries in the same group
are required to produce a statement, the parent may produce
one statement that subsidiaries can use, provided that it fully
covers the steps that each company has taken and is approved
by, and accessible from the homepages of, each company.

Government guidance
There is useful guidance issued by the government, for
example, it:
––confirms an expectation that annual statements will
improve over time as organisations make progress in
tackling modern slavery
––prefers statements to be simple and succinct with links to
further policies and documents
––reminds organisations that statements should be true and
refer to actual steps undertaken
––recommends placing the statement prominently on the home
page of more than one website, if there are multiple websites
for complex organisations, or on the most appropriate website
relating to the organisation’s business in the UK
––tells organisations to keep historic statements online to allow
comparison

Global human rights disclosure duties
Reflecting a global drive towards making businesses more
accountable, there are an increasing number of regulatory
transparency measures being introduced around the world.
California already has an anti-slavery supply chain transparency
law, Australia is introducing its own, France has adopted a
corporate human rights due diligence law and the Netherlands
aims to require companies to conduct child labour supply chain
due diligence from 2020. In addition, the first company reports
under the EU Non-Financial Reporting Directive are due in 2018.
The Directive requires large companies based in the EU to report
certain information relating to workers including human rights
and anti-corruption matters. Globally, the UN Guiding Principles
(UNGP) expect companies to ‘know and show’, through human
rights reporting, how they prevent and address salient adverse
human rights impacts.

Group or subsidiary reporting?
If any single constituent company in the group meets the
disclosure qualifying requirements, it is legally required to
produce a statement. It is worth noting that, even where a
constituent company does not have a presence in the UK, it may
form part of another group company’s supply chain which does.
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Moving forward: practical steps
when preparing to report

1

2

Steps - overview

Output

Leadership, resource and funding
– executive engagement and leadership are essential, including board approval of a public
policy commitment to respect human rights
– ensure the right people have clear day-to-day responsibilities: beware of opaque
accountability with cross-functional teams
– identify funding: for training, expert advice, extra resource etc
– decide whether to focus on slavery and trafficking (S&T) or broader human rights (given
new human rights corporate reporting duties described above)

A funded
and focused S&T
or human rights
working party,
reporting to an
engaged board

Governance gap analysis
– what is the business already doing (to tackle S&T or to respect human rights)?
Existing policies, procurement and operational procedures, contract terms, codes of
conduct, CSR-type reporting, supplier vetting, due diligence processes, staff training,
ethics programmes, stakeholder dialogue, incentives, whistleblowing and complaints
mechanisms etc?

Governance
action plan of
training, policies
and practices
to improve
or develop

Due diligence risk assessment

Risk
prioritisation
report

–
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how may the business be involved with S&T or harming the human rights of people?
Conduct a risk assessment to identify potential risks across the business and value chain,
for example:
–

work towards mapping own activities and value chains, prioritising own operations
and immediate relationships initially

–

use independent, recognised risk resources and internal data to identify high risk
geographies, sectors, commodities, activities, labour practices, relationships etc

–

test results with internal and external stakeholders, sector groups and others

–

prioritise risks identified based on their severity – as judged by their “scale, scope and
irremediable character1”

–

conduct more detailed risk assessments of those risks prioritised

–

due diligence should be reasonable and proportionate: reflecting the severity and
likelihood of the risk, the size of the business and its resources, the nature and context
of its operations, the capacity to stop harm, e.g. a business may have limited influence
deep in its supply chains, but it might be reasonable to apply top-down leverage on midstream suppliers or to build leverage by collaborating with others

–

integrate and act upon due diligence findings e.g. ensure policies and operational
practices (step two above) are amended as necessary

Risk management steps
– where the business is causing the risks prioritised, take action to stop or prevent them
– where the business is contributing to the risks prioritised, take action to stop or prevent
them and use its leverage to mitigate remaining harm
– where the business has caused or contributed to harm, provide for, or cooperate in,
remedying the harm
– where the business is directly linked to the risks prioritised, through its business
relationships, seek to prevent harm by using any leverage it has or can build, or, as a last
resort, terminating the relationship if necessary

S&T or human
rights action plan

Track performance and report
– identify KPIs and monitor the effectiveness of steps taken to stop S&T/respect human rights
– be prepared to communicate externally, such as through corporate sustainability or
strategic reports, modern slavery statements
– the UN Guiding Principles expect businesses with severe human rights risks to report formally

Annual modern
slavery or standalone human
rights report

According to UN Guiding Principle No.14. The accompanying FAQs interpret ‘scale’ to mean the gravity of the harm, ‘scope’ to mean the number of
individuals that are or will be affected. “Irremediability” means any limits on the ability to restore those affected to a situation at least the same as, or
equivalent to, their situation before the adverse impact.
1
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Our business, human rights and modern slavery services
We provide practical, legal and strategic advice on human rights reporting obligations. This includes advising you on risk
factors, the due diligence steps you can take and integrating change. Our project managed approach encompasses:

Human rights governance gap analysis - reviewing and
providing recommendations on your existing policies,
procurement and operational procedures, contract terms,
codes of conduct, CSR reporting, supplier vetting, due diligence
processes, staff training, ethics programmes, stakeholder
engagement and existing grievance mechanisms.

Integration plan - following the gap analysis and risk
assessment, we formulate a costed human rights action plan
with you to prioritise risks and address issues identified. We
can advise on building and using leverage within your value
chain, the use of an audit approach if applicable, the provision
of appropriate remedies for rights holders and can provide
guidance on KPI’s to monitor the effectiveness of steps taken.

Eversheds Sutherland Consulting – our consultants work across
a wide range of diverse sectors advising on legal department
strategies, designing and implementing global frameworks (legal,
risk and compliance), helping to develop ethical cultures and
providing corporate risk training programmes and e-learning.

Reporting - advising on the legal and best practice
requirements when preparing disclosure reports to ensure
group wide consistency recognising the evolving nature of
international reporting requirements.

Training - through our innovative e-Learning modules
or delivering in person training on modern slavery and
human rights.

Monitoring/auditing - helping to design your third party
supply chain monitoring and audit programme. We can provide
qualified, flexible resource to undertake this on your behalf.

What happens next?
Due diligence risk assessment - conducting a risk assessment
to identify potential human rights risks across the business
and value chain including supply chain mapping incorporating
recognised risk resources and internal data to identify higher
risk geographies, sectors, commodities, activities, labour
practices and relationships.

For more information please contact:
Thomas Player
Partner
T: +44 29 2047 7574
M: +44 786 768 2110
thomasplayer@eversheds-sutherland.com

Lee O’Connell
Corporate Compliance Director
T: +44 29 2047 8012
M: +44 778 900 5320
leeoconnell@eversheds-sutherland.com
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10% of proceeds from
our e-learning sales will
go to Unseen, a modern
slavery charity who
are “Working toward a
world without slavery”.

