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House of Commons Public Bill Committee,
Scrutiny Unit,

7 Millbank,

London,

SW1P 3JA.

8 September 2014

Dear Sirs,
Modern Slavery Bill — callfor written evidence

We appreciate the opportunity to respond to the House of Commons Public Bill Committee onthe
ModernSlavery Bill and contribute to the debate on thisimportantissue.

PwCis a network ofleading professional services firm with officesin 157 countriesand more than
184,000people. We help organisations and individuals create the value they're looking for, by
delivering qualityin assurance, tax and advisory services.

Inthe UK, we have expertswho advise our clients onboth sustainability and corporate reporting
issues. Therefore, this response is written from our perspective of an advisorto businesseslarge and
small, as well as our own experience.

We supportthetenetsofthe Modern Slavery Bill and welcomelegislation where it can support the
UK’s fight against modernslavery. We believe that many companies have notyet considered how
modernslavery could affectthem directly orindirectly through their supply chains. Guidanceis
neededto address thislack of awareness and understanding and this should be the focusof
government attention. We do have some concerns over usinglegislative reporting requirements to this
end, thereasonsforwhichareoutlined in ourresponse.

Our detailed comments areincluded in the submission enclosed. We would be happytotalkto the
Committee formally or informally about any of the issuesraised in our submission.

Please contact me on 0207 213 4378 or geoff.lane@uk.pwe.com if you would like to discussthis

further.
Y oursfaithfully,

) g c'“ P
GeoffLane

for and on behalf of PricewaterhouseCoopers LLP

Pricew aterhouseCoopers LLP, 7 More London Riverside, London, SE1 2RT
T: +44 (0) 20 7583 5000, F: +44 (0) 20 7212 7500, W ww.pwc.co.uk

PricewaterhouseCoopers LLP is a limited liability partnership registered in England with registered number OC303525. The registered office of
PricewaterhouseCoopers LLP is 1 Embankment Place, London WC2N 6RH.PricewaterhouseCoopers LLP is authorised and regulated by the Financial Conduct Authority
for designated investment business.
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Response to call for written evidence on the Modern Slavery Bill

Executive summary

We supportthetenetsofthe Modern Slavery Bill and welcome legislation where it can support
the UK’s fight against modernslavery. We believe it is the responsibility of all stakeholders,
including companies, to address thisissue and that modern slavery can have significantimpacts
on companies.

In ourexperience, understanding ofthe issue of modern slavery and its implicationsfor business

is generally lowandreporting onthis issues, and broader human rights more generally, under
existinglegislationis limited.

We have thefollowing concerns overincluding ‘modernslavery’ asa reporting requirement in the
Companies Act 2006, as suggested by the Joint Committee:

1.3.1 this couldresult in business perceiving modernslavery activitiesas reporting compliance
requirementsonly;

1.3.2 thereis notyetevidencethatreportingrequirements in thisarea have significantly changed
companies’ activitiesand more time is needed to assesstheirimpacts;

1.3.3 it may duplicate existing legislation, as modernslaveryis a subsetof humanrights, and
may distract companies from focusingonotherhumanrightsrisks;

1.3.4 itmaynotbealigned tothe purpose ofthe annual reportand accounts.

We believe that guidanceis needed to address a lack of understanding in business and that this
shouldbethefocusofgovernment attention;

This guidance should supportbusiness to “do more”, rather than just “disclose more”.
Furthermore, allstakeholders mustbe encouraged to collaborate in developing solutions which
will often require action by many organisations working together.

We think that no oneindividual on a Board should have sole responsibility for modern slavery
activities.

Finally, webelieve that thereis a lack of understanding in business around human rights more
generally and we commit to supporting our clients to better consider these issues.

Introductiontoourresponse

Tacklingmodern slavery is the right thingto do and is the responsibility of all stakeholders. We
welcomelegislation where it can support the UK’s fight against modern slavery and we appreciate
the opportunity to contribute to the debate on future legislation onthis issue.

Modernslaveryhas a profoundimpactontheindividualsinvolved. Where it takes place in the UK
or as partofa company’s global supply chain, webelieve it canalso have a significant effect on
companies. Forexample, it may impact the resilience or productivity of a supply chainorthe
reputationofa company.
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2.3 For thesereasons, PwC'sown Responsible Purchasing Policy* sets strict standards about forced
labourin oursupply chains.

2.4 We believethatcompanieshavearoleto playin addressing modernslavery. The geographic reach
oftheirsupply chains and the directandindirect influence they can exert meansthat many
companies are potentially able to make a positive contribution to tackling this issue.

2.5 However,in our experience, thereis alarge gap betweenthe small number of UK companies
leading on thisissue, and the majority of UK companies. The companies leading in thisarea
understand modernslavery and already have programmesin placeto addressit, to the extent
necessary.

2.6 However,there are many companies which have notyet considered howmodern slavery could
affectthem directly, orindirectly through their supply chains —as seen from our research (see
para 3.2below)and anecdotally. I'tis this lack of awareness and understanding which should be
the focus of effortsto address modern slaveryin business. The current lackofunderstanding
relates to:

2.6.1 the definition of modernslavery;

2.6.2 the identification of modernslavery risks;

2.6.3 the impactsthat modern slavery risks could have ona company;

2.6.4 the approaches thatcompaniescould take to manage modernslaveryrisks;
2.6.5 the appropriateresponsesifincidents of modernslavery areidentified; and

2.6.6 thereporting of therisks, activitiesand impactsto a range of stakeholders.

3. Currentstatusoflegislation and companies’ response

3.1 Quotedcompanieshavebeenrequired,since October 2013, to report, ‘to the extent necessary’, in
their Strategic Reportinformation onhumanrights2. Dueto the considerable breadth ofhuman
rightsissuesand theresponsibility for companiesto consider human rightsin all business
relationships (including the supply chain)s3, our expectationis that humanrights will feature
consistently across a widerange of companies as part of a materiality assessment on what gets
reported and the extent of the disclosures made.

3.2 Our research has found thatnearly a fifth of the FTSE100 companies do not currently mention
“humanrights” in their Strategic Report. Where this term was mentioned, the majority of
disclosures are ‘compliance-based’statements and do notdisclose informationthat givesthe
reader an understanding of the company’s human rights risks or approach. We expectthatthe
levelof humanrights reporting from quoted companies outside the FTSE100 will beless. We
believethat alackofawarenessand understandingofhumanrightsand theimplicationsfor
business hashampered reporting, as has uncertainty over whatis appropriate to report.

Lwww.pwec.co.uk/en_UK/uk/assets/pdf/pwc-uk-respon sible-procurement-policy.pdf
2 www.legislation.gov.uk/uksi/2013/1970/contents/made
3 www.oh chr.org/Documents/Publications/GuidingPrinciplesBusinessHR_EN.pdf

Page 3 of 8



.

pwc

33

3.4

35

3.6

37

3.8

Although external disclosures are currently limited, our experience is that relevant discussions on
humanrightsarebeingheld internally by a growingnumber of organisations. These discussions
havealsoresulted in some companies becoming more active in addressing modernslavery (asa
result of exploring their human rights approach) as part of the broader consideration of business’
rolein human rights. We believe more time is required to assess the impact of this regulatory
change onawareness, understanding and action giventhe requirementis lessthan a yearold.

It should also be noted that, as explained in the Government’s response to the pre-legislative
scrutiny ofthe draft Bill4, the amendmentsto the EU’s Accounting Directive will extend the
number of companies required to report onhumanrights andthe scope oftheinformation to be
reported. A combination of existing and forthcoming changesto reporting regulations will require
time to ‘bed down’beforeit canbe determined whether more regulationis required.

The 2010 California Transparency in Supply Chains Act was cited by the Joint Committee asa
goodexampleoflegislationin thisarea. This Act has undoubtedly helped more companies focus
on the issue of modern slavery. We have noted the following pointsin its implementation which
may be pertinent for any similar UK legislation:

3.5.1 over20%ofcompanieshavenotyetreportedinline withthelegislationsresulting in
questionsover enforcement;

3.5.2 companies can fulfil their compliance obligationto report by stating thatthey are not
undertaking the recommended activities. Therefore, some companies have achieved
compliance without any additional effortto combat modernslavery;

3.5.3 therehasbeenmuchdiscussionregarding where on a company’s website it mustpost its
statement. Forexample, doesit needtobeontheretail site or corporate site? Howmany
‘clicks’mustit be fromthe front page?; and

3.5.4 therehasbeenconfusion overthe definitionof ‘humantrafficking’and ‘slavery’ which has
hinderedreporting.

As California’s Acthasonly been in place since 2012, it is difficult to understand the extent to

whichthedisclosure requirement has changed companies’ activitiesand positively impacted the
issue of modernslavery.

Outside theselegislative reporting requirements, company disclosure on human rights is
generally verylimited. Our workhasshownthat, apart from a number oflarge multi-national
companies, fewcompaniesare disclosingdetails of their risks, activities or performance in
relationto humanrights — for example, reportingonhow the company is approachingthe
activitiesoutlined in the UN’s Guiding Principles on Business and Human Rights whichis

affirmed as the appropriate guidance to use as suggested within the FRC Guidance on Strategic
Reports (June2014).

However,in the areaof humanrights, corporate engagement and collaborationis growing, often
achieving prominence onthe agendas ofleading companiese.g. as evidenced by theinclusiono f
humanrightsin the World Business Council for Sustainable Development’s ‘Action 2020’

4 www.gov.uk/government/uploads /system/uploads/attachment_data/file/318771/CM8889DraftModernSlaveryBill.pdf
5 www.knowthechain.org/companies/
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initiatives. We believe much of thisactivityhashappened as some companieshavebegunto
understand the business and social drivers for action, irrespective of regulatory or reporting
requirements. Althoughit is threeyears since the UN’s endorsement of the Guiding Principles on
Business and Human Rights, it is only recently thata human rightsreporting and assurance
frameworkhasbeen piloted-.

Beyond thereportingagenda, Stronger Togethers, an initiative aiming to eradicate human
traffickingand exploitationin the UK supply chains of retailers, is a multi-stakeholder approach
to addressingtheissue. Increased awareness and understanding of the risks, coupled with
collaboration, has driventhis initiative without a legislative reporting prompt. The Bangladesh
AccordonFireand Building Safetyis another relevant example.

Proposed changetothe Companies Act 2006

The Joint Committee suggested amending the Companies Actrequirementto include ‘modern
slavery’ alongside the requirementto report on environment, employees, social, community and
humanrightsissues’. The Joint Committee has suggested that reportingin this way would, “force

companieswhich have not addressedthe issue of modernslavery in supply chainsto do so”. We
havevarious concerns over this proposed change to the Companies Act:

4.1.1 thereisarisk thatadditional reporting requirements may have a negativeimpact,ifthey
lead to companies applying a compliance mindset to their response to modernslavery,
ratherthanseekingto understand and addressthe broaderimpacts ontheir company;

4.1.2 itistoo early tojudge whetherthe inclusionofhumanrightsreportingrequirements in the
Companies Acthasimproved humanrights overall. Assuch, it is unclear whether reporting
will improve a company’s impactsin relation to modernslavery. In general, we believe that
reporting, ifit is carefully applied, can influence behaviours but that thisis very sensitive to
the type, amount and format ofreports;

4.1.3 so far, thehuman rightsreportingin Strategic Reportsreleased since the Companies Act
changesin October 2013 have shown that companies are unlikely toinclude morethana
very limited disclosure onthe issue of modern slavery. Whilst we recognise that thismight
promptinternal conversations amongst senior management, we are concerned that such
limited reportingalone willnotbe sufficient to address modern slaveryin corporate supply
chains;

4.1.4 ‘humanrights’is already included in the Companies Act requirements and, as ‘modern
slavery’is a subset of human rights, companies should alreadybe consideringand, where
material, reporting on this;

4.1.5 the explicitmention ofa subsetofhumanrightsissuesi.e. ‘modernslavery’,introduces a
riskthat companiesfocus on this particularissue atthe expense of other human rights

6 action2020.org/business-solutions /operationalize-the-un-guiding-principles-on-business-and-human

7 www.business-humanrights.org/Documents/RAFI
8 stronger2gether.org
9 www.publications.parliament.uk/pa/jt201314/jtselect/jtslavery/166 /166.pdf
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issues,evenin caseswhereit is notthe mostsalientrisk. Furthermore, ifthereis explicit
mention of ‘supply chains’this may focus reporting on thisareaofthebusiness. It is
importantthat any assessment of human rightsimpactsappropriately considers
employees, communities, customers and other stakeholder groupstoo;

4.1.6 the purposeofa company’sannualreportandaccounts (includingthe Strategic Report) is
to sharerelevantinformation with shareholders, taking into account the needs of other key
stakeholders. We believe that this purpose should not be confused by a perceptionthat
annualreportsand accounts are being used as tool by Government to change corporate
behaviours. Ifthe Bill doesrequire companies to report on modernslavery, this
requirementshould only beto the extent necessaryto assistthereader and should not be
more prescriptive. Ifthe requirement to reportis more extensive, we suggestthat this
reportis madeelsewhere.

Any legislation or guidance would benefit from being clear about whether companies are expected
to report on modernslavery directly in their operations, in their supply chains or both.In our
experience, some companies have found the associated reporting of ‘humanrights’ difficult asthe

breadthofissuesandthescope acrosswhichtheyneedtobe considered, is not explicitly
mentioned.

Irrespective of legislative reporting requirements, our viewis that allcompanies should carefully
assesswhetherthere are significant modernslavery risksin their operationsor supply chains.
This assessment must be based on a strong, practical understanding of the issue. Where these
risks aresignificant, companies should disclose these to stakeholders.

Business guidance

The focusofthe Government’saction onbusiness and modernslavery should addressthe existing

lack of awareness and understanding. We suggest that additional guidance and supportfor
companies may be an effective way to improve corporate activities in addressing modern slavery.

On the issue of human rights, including modernslavery, the gap between the expectations of
societyand the rolethat businessescan play is oftenlarge. Thisis partofa broader breakdown of
trustand dialogue betweenbusiness and stakeholder groups which webelieve posesa
fundamental risk to companies. Ex pectationsofbusiness fromsociety are setto growfurtheron
this issue, forexample as a result of the Home Office’srecent public campaign on modern slavery.
We believe that corporate legal compliance is notsufficient to narrowthis gap. Therefore,
guidance needs to support companiesto go beyond legal compliance, where appropriate. Itneeds
to clearly setout thebusiness case for addressing modern slavery, and convince companies that
this issue may impact onbusiness value and performance.

The guidance should set out practical stepsthat a company can take. Reportingwill be one
elementofthisbutit should notbethe solefocus —the guidance needsto support businessto “do
more”, rather thanjust “disclose more”. Guidance should include advice to companies on:

5.3.1 identifyingandassessingtherisks —this mayinclude an explanation ofhowto identify
ty pically high-risk geographies, products and services;
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5.3.2 developingriskmanagement frameworksthatarebothalignedto the over-arching
company strategy and can be integrated into the company’s day -to-day activities;

5.3.3 mappingand engaging withrelevant stakeholders;
5.3.4 changingthebehavioursofemployeesandthose of suppliers;

5.3.5 workingwith suppliersto manage modernslaveryriskstogether;

5.3.6 setting targets (includinga commitment to continuous improvement) and measuring
progress;

5.3.7 disclosingrisks, approaches and progressthrough a range of reporting channels;

5.3.8 accessingadditional supportand collaborating with Government, non-governmental
organisations, industry associations, suppliers and others; and

5.3.9 respondingif modern slaveryis discovered in their operationsorsupply chains.

The guidance should set out clear standards which companies can worktowards, including a clear
minimum standard which all companies should achieve. The standards should be splitinto
various ‘levels’so that all companies, regardless of their size, maturity and existing competencein
thisissue, canunderstand a clear path forimprovement.

The guidance should encourage companies to collaborate onthis issue, and we encourage
Government, non-governmental organisations, industry associations to develop the mechanisms
to allowthis. Thereis understandable nervousness from individual companiesto ‘puttheirhead
abovetheparapet onthisissue. Business progresswillbe slowifideasand experiences are not
shared betweenbusinesses and with other stakeholders. Assuch, companies working together,
and with other stakeholders, willbe to the benefit of all.

We welcome the guidance being developed with the British Retail Consortium, particularly if this
isintended to outline a framework for companiesin other sectors. We recommend that
Government also works with other industry associations to develop sector-specific guidelines for
high-risk sectors, such as the construction, care and hospitality sectors.

The guidance should bebold. Thisreflects the increasingly strongsocial expectations about
companies’ responsibilities with respect to modernslavery and will encourage swifter progress.
For example, companies should be encouraged to be transparent whenthey find modern slavery
in theiroperations or supply chains,andbe openabout howtheyare remedyingit.

We believe thatforbusiness to successfully address modern slavery, all stakeholder groups,

including Government, must continue to focusonthisissue and ensure that consideration of
modernslaveryis consistently embedded in future activities.

T he Gangmasters’ Licensing Authority

We believe that companiesin high-risk sectors mightalso be further supported by an extension of
the Gangmasters’ Licensing A uthority (GLA). The GLA hasbeen a valuable ally in companies’
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8.3

fight against modernslavery (particularly in the UK) in partsofthe agriculture, horticultureand
aquaculture sectors and its expertise could be beneficial to othersectors.

We are pleased that the Government has agreed thatthereis “scopeto reviewsomeof[the GLA’s]
powers, remitand structures” and welook forward to the outcome of this review.

Board responsibility

We supportlegislationthat establishesthe extent of Board level responsibility for modern slavery
issues. However, under the UK’slegal framework of unitary boards, the entire Board remains
collectively and ultimately responsible for a company’s performance and reporting —on modern
slaveryand all otherissues.

The UK Corporate Governance Code gives certain Board members specific responsibilities related
to the operationofthe Board, but not for specific businessissues. Italso establishes a higher
degree of expectation of a certainindividual’s financial expertise while not giving that director
sole responsibility for financial matters. We know ofno otherinstances, under general business
practice, of responsibility for specific businessissuesbeing assigned to a single director. We
believe that it would be inappropriate to require companies to identify an individual to take
ultimate responsibility for modernslavery.

Furthermore, section 4.1.12 of the Disclosure and Transparency Rulestu requires each director to
make a responsibility statement in respect of the management report in the annual reportand
accounts, whichincludesthe Strategic Report. Where the Disclosure and Transparency Rulesdo
not apply, the Strategic Report must also be approved by the Board. Therefore, all directors would
in any case remain responsible for any reporting relatingto modernslaveryin the Strategic
Report.

Broaderhuman rights

We understand the current focus on modernslavery and agree that thisissue should be
addressed. However, we encourage all stakeholders to recognise that modernslaveryis only one
part ofa broader responsibility that business has to respect human rights. In our experience,
many UK companies could better understand, address and report on the range of human rights
risks that mayberelevantto them.

We encourage companies to use existing reporting channels, including the Strategic Report where
appropriate, to report more fully on human rightsissues, such as explaining their risk assessment
and management approaches.

Human rights, including modernslavery, represent a significant risk and o pportunity for many
companies and we committo supporting our clients to better consider these issues.

10 www.frc.org.uk /Our-Work/Publications /Cor porate-Governance/ UK-Corporate-Governance-Code-September-2012.pdf
1 fshandbook.info/FS/html/handbook/DTR/4/1
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