UK Modern Slavery Act:
Implications for Global Compact Participants
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Introductory Remarks

=  Shubha Chandra, UN Global Compact

Overview of the UK Modern Slavery Act

=  Paul Bowden, Michelle Bramley, Paul Yates and Michael Quayle, Freshfields
Bruckhaus Deringer LLP

Q&A

=  Moderated by Paul Bowden, Freshfields Bruckhaus Deringer LLP

Closing Remarks

=  Shubha Chandra, UN Global Compact
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Questions

Technical Difficulties: If you have technical | e Yew Feb HeEk
issues, please let us know by typing a message = %r%jzphme

in the Questions pane (A). You can raise your o || ® Mic & Speakers Settings

hand (B) if we do not respond. é & TAUTED 000000000

Q&A: We will be taking questions on contentat (B )@ [=] Questions
the end, but you can send them to us = ||| @: Question

throughout the webinar by using the Questions A: Good question. Answer.

pane (A). Please specify to whom the question
should be directed.

—

®
Example: Question for John Doe: What are land rights?

Send

Webinar Now
Vebinar ID: 392-751-711
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Act Responsibly

+  rindopportunity

Principle 7

Principle 8

Principle 9

Principle 10

HUMAN RIGHTS

ENVIRONMENT

Businesses should support a precautionary approach to
environmental challenges;

undertake initiatives to promote greater environmental
responsibility; and

encourage the development and diffusion of
environmentally friendly technologies.

ANTI-CORRUPTION

Businesses should work against corruption in all its forms,

including extortion and bribery.
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Today’s speakers

+44 7802 288 566
paul.bowden@freshfields.com

+44 7800 684 156
michelle.bramley@freshfields.com

+44 20 7785 5698
paul.yates@freshfields.com

+44 20 7785 3601
michael.quayle@freshfields.com
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Agenda

1. Overview of the Modern Slavery Act (MSA)
2. Who is required to produce an MSA statement?

3. How should a company address modern slavery in its business and
supply chains?

4. Q&A

Freshfields Bruckhaus Deringer
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Overview of the MSA

Section
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What is the MSA?

Section 54: obligation to report on
“steps taken during the financial
year to ensure that slavery and
human trafficking is not taking
place in any of its supply chains or
In any part of its own business, or a
statement that it is taking no such
steps”

€5

It is certainly not acceptable for
organisations to put profit above the
welfare and wellbeing of its employees
and those working on its behalf.

Rt Hon Theresa May MP,
Foreward to the Transparency in Supply Chains
guidance issued by the MoJ

@ Freshfields Bruckhaus Deringer

Modern Slavery Act
2015

CHAPTER 30

Explanatory Motes have been produced to assist in the
understanding of this Act and are available separately
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Background

UN Guiding Principles on Business and Human Rights
* Influential in development of MSA
* Requires businesses to:

- conduct due diligence of business operations and supply chains
worldwide

- take steps to mitigate any impact on human rights linked to business
operations

- establish processes for on-going monitoring and compliance

Other human rights reporting obligations
- California Transparency in Supply Chains Act 2010
* Directive 2014/95/EU

@ Freshfields Bruckhaus Deringer 12



What is modern slavery?

Palermo Protocol

ACT

(what is done)
- Recruitment
- Transportation
- Harbouring
- Receipt

(of persons)

@ Freshfields Bruckhaus Deringer

MEANS
(how it is done)

- Threat or use of
force

- Coercion
- Abduction
- Fraud

- Deception

- Abuse of power or
vulnerability

- Giving payments or
benefitsto a person in
control of a victim

PURPOSE
(why it is done)

- Exploitation

(Including:

- Prostitution of
others

- Sexual exploitation
- Forced labour

- Slavery or similar
practices

- Removal of organs
- Other types of
exploitation)

13



What is modern slavery?

“Forced labour”

ILO definition:
€5

work or service which is exacted from any person under the menace of any
penalty and for which the said person has not offered himself voluntarily

ILO indicators of forced labour:

1. Abuse of vulnerability 7. Retention of identity documents
2. Deception 8. Withholding of wages

3. Restriction of movement 9. Debt bondage

4. |solation 10. Abusive working and living

5. Physical and sexual violence conditions

6. Intimidation and threats 11.Excessive overtime

@ Freshfields Bruckhaus Deringer 14



IL.O forced labour estimates

ILO estimates 21m people in forced labour

1,600,000

1,500,000

w000 11,700,000

3,700,000
1,800,000

@ Freshfields Bruckhaus Deringer
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How is modern slavery relevant to global businesses?

Exclusive ' British firms accused of
migrant worker labour abuses in Qatar

'Forced labour’ of migrants in UK food
iIndustry

International Label Children’s Clothing Made Under Slave-
like Conditions in Bangladesh

How did these high street
retailers fail to notice their beds
were made by slaves?

Freshfields Bruckhaus Deringer 16



Litigation actions

Costco and CP Foods face lawsuit over
alleged slavery in prawn supply chain

The Morning Risk Report: Chocolatiers
Face Child Slavery Liability

Poverty and Slave Labor in Florida’s Corporate Farms,
Ruthless Exploitation of Migrant Workers

@ Freshfields Bruckhaus Deringer 17



National Contact Points

« Many OECD countries, including the UK, several
EU Member States, the US and Canada, have
established National Contact Points (NCPs)

NCP'

* Can hear complaints brought by individuals or
NGOs against private enterprises regarding
human rights violations

Penalties
* Formal censure from NCP

* Reputational harm

* Potential litigation

Freshfields Bruckhaus Deringer 18
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Who is required to produce an MSA
statement?

Section 2
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s. 54 MSA- the four stage test

1. Commercial organisation?

NI

2. Supplies goods or services?

NI

3. Total annual turnover of £36m or more?

NI

4. Carries on a business, or part of a business, in the UK?

@ Freshfields Bruckhaus Deringer
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“Carries on a business, or part of a business, in the UK”?

Not defined in the MSA and not yet considered by the courts

» Courts final arbiter
« Common sense approach

* Unlikely to be caught if no “demonstrable business presence” in the UK

~N

* “Fact-intensive question”
* Foreign entities carrying on business in the UK?

* “Part” of a business?

Freshfields Bruckhaus Deringer
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Reporting considerations

Entity-by-entity?
Group-wide?
Reputational considerations

Pressure from customers

@ Freshfields Bruckhaus Deringer
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It is simply not acceptable for
organisations to say, in the twenty-

first century, that they did not know.

Rt Hon Theresa May MP,
Foreward to the Transparency in Supply Chains
guidance issued by the MoJ
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Content of the MSA statement

How should companies address modern slavery
issues in their business and supply chains?

Section 3

23



S. 54(5) MSA — the statement

s. 54(5) MSA

An organisation’s slavery and human trafficking statement may include information about—
(a) the organisation’s structure, its business and its supply chains;
(b) its policies in relation to slavery and human trafficking;

(c) its due diligence processes in relation to slavery and human trafficking in its business
and supply chains;

(d) the parts of its business and supply chains where there is a risk of slavery and human
trafficking taking place, and the steps it has taken to assess and manage that risk;

(e) its effectiveness in ensuring that slavery and human trafficking is not taking place in its
business or supply chains, measured against such performance indicators as it considers
appropriate;

(f) the training about slavery and human trafficking available to its staff.

Home Office Guidance
* UN Guiding Principles on Business and Human Rights

Freshfields Bruckhaus Deringer 24
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Practical steps towards compliance

Section I
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Three steps towards UNGP compliance

1. Human
rights due
diligence

2. Remediation

3. On-going
compliance

@ Freshfields Bruckhaus Deringer
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Human Rights due diligence

Phase I: Heat
mapping the risk
Focus on key risk areas:
1. High-risk sectors
2. High-risk locations

3. Supply chain risks

Freshfields Bruckhaus Deringer

Phase ll:Detailed
due diligence

Phase Ill: Focused
investigations

27



Cobalt supply chain — Amnesty investigation

Amnesty International say batteries used
in mobile phones may contain cobalt
mined by minors

+« Technology firms accused of failing to adequately trace the source metals
¢+ They may have unknowingly been cobalt from mines that use child labour
+ Claims made in Amnesty International and African Resources Watch report

Exposed: Child [abour behind smart phone and
electric car hatteries

Freshfields Bruckhaus Deringer
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Remediation

Principle 19 UNGP:

Appropriate action will vary according to:

(i) Whether the business enterprise causes or contributes to an adverse
impact, or whether it is involved solely because the impact is directly
linked to its operations, products or services by a business relationship;

(i) The extent of its leverage in addressing the adverse impact

Freshfields Bruckhaus Deringer 29



Remediation

Will depend on:
Whether terminating
How crucial the the supplier
Severity of issue supplier relationship relationship would
IS to the company adversely affect

human rights

Freshfields Bruckhaus Deringer 30



On-going compliance

Embedding change through internal policies and procedures

policies

@ Freshfields Bruckhaus Deringer
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Thank you

This material is provided by the international law firm Freshfields Bruckhaus Deringer LLP (a limited liability partnership organised under the law

of England and Wales authorised and regulated by the Solicitors Regulation Authority) (the UK LLP) and the offices and associated entities of the UK
LLP practising under the Freshfields Bruckhaus Deringer name in a number of jurisdictions, and Freshfields Bruckhaus Deringer US LLP, together
referred to in the material as ‘Freshfields’. For regulatory information please refer to www.freshfields.com/support/legalnotice.

The UK LLP has offices or associated entities in Austria, Bahrain, Belgium, China, England, France, Germany, Hong Kong, Italy, Japan,
the Netherlands, Russia, Singapore, Spain, the United Arab Emirates and Vietnam. Freshfields Bruckhaus Deringer US LLP has offices
in New York City and Washington DC.

This material is for general information only and is not intended to provide legal advice.
© Freshfields Bruckhaus Deringer LLP 2016 Infra 346239
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Resources

 UN Guiding Principles on Business and Human Rights

e Global Compact Network UK’s Modern Slavery Webinar

* Freshfields Modern Slavery Act briefing

* Freshfields Global Business and Human Rights blog

e Business & Human Rights Resource Centre: Registry of Slavery & Human Trafficking
Statements under UK Modern Slavery Act

e Corporate Human Rights Benchmark

Know the Chain

Reporting and Assurance Frameworks Initiative

o“'\lc%,
)\ i i
A United Nations

\(!2 Global Compact @ Freshfields Bruckhaus Deringer
=~

D


http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
http://www.ohchr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf
http://www.globalcompact.org.uk/events/past-event-reports-2016/
http://www.freshfields.com/en/knowledge/Modern_slavery_act_2015/
http://www.freshfields.com/en/knowledge/Modern_slavery_act_2015/
http://www.freshfields.com/en/global/global_business_and_human_rights_blog/
http://www.freshfields.com/en/global/global_business_and_human_rights_blog/
http://business-humanrights.org/en/registry-of-slavery-human-trafficking-statements-under-uk-modern-slavery-act
http://business-humanrights.org/en/registry-of-slavery-human-trafficking-statements-under-uk-modern-slavery-act
http://business-humanrights.org/en/corporate-human-rights-benchmark
http://business-humanrights.org/en/corporate-human-rights-benchmark
https://www.knowthechain.org/
https://www.knowthechain.org/
http://www.shiftproject.org/project/human-rights-reporting-and-assurance-frameworks-initiative-rafi
http://www.shiftproject.org/project/human-rights-reporting-and-assurance-frameworks-initiative-rafi

Thank you!

Shubha Chandra - Manager, Human Rights, Legal & Policy, UN Global Compact
chandra@unglobalcompact.org

Michelle Bramley — Global Head of Knowledge, Freshfields Bruckhaus Deringer LLP
michelle.bramley@freshfields.com

Sign-up to the UN Global Compact’s Monthly Bulletin:
http://unglobalcompact.org/NewsAndEvents/UNGC bulletin/subscribe.html

https://www.unglobalcompact.org
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