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I padiameni’s winter sitting,

the Australian Gavernment
intraduced the Modern Slavery
Bill o318, It requires entities with
annual turnover greater than
#A1o0a million fa repord an the
risks of modern stavery in both
their operatians and supply
chains. Subject to the successful
passage af the Bill, the farmal
gbligation te report will be
effective from 2020 and apply to
an estimated zaco entities
cperating in Australia

A MATTER OF HUMAN RIGHTS
The reporting regime is modelled
an the UK Modem Slavery Act
24t and accurs against the
backdrap of similar initiatives,
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Australian Government targets
modern slavery

As the abolition of child labour is a priority of the United Nations, Australia is formally addressing
waorking standards domestically to eradicate modem slavery, Dr John Purcell writes.

natably those in the US state of
California and in the European
Union, to combat the evils of
medern slavery. The regime
consists of a range of measures
spanning criminal lavw, supply
chain trapsparency, sound
governance and due diligence.
These initiatives typically
reference the major intematianal
pranguncements contained
in the United Matian®s [LUN)
Guiding Principles an Business
and Human Rights [UNGPs). The
UNGPs is based an the principles
of Fecogmisng & soveralgn
zovernment's ohligation to
respect, protect and fulfil the
human rights and hendamental
freedoms of its workers. Mast

impartantly, the Australian
Gavernment’s Bill also applies to
the rale of business anterprises
as specialistd prgans of socity
required to camply with laws

an hieman rights, including
protection and remediation.

A KEY ROLE FOR BUSINESS

The central function of
Business in combatting modern
slavery is further reinfarced

by the promulgation by the
Organisation for Ecomamic
Co-operation and Development
[DECD) implementing supply
chain due diligence guidance lor
sectors of high vulnerability,
such as garments and faatwear.
The international context for
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those measures can be seen

in the za16 UN Sustainable
Development Goals, to which
Australia is a signatory and due
this wear to report to the UM, This
includes Australia®s Voluniany
National Review of both tiers of
government and, where relevant,
the busingss community’s
contribution to mesting the
standards reguired by 2090,

A BIG PROBLEM

Goal Eight, dealing with decent
work and ecanamic grawth,
targets immediate and effective
measires to eradicate farced
labour, end modern slayvery and
human traffieking, and by 2025
end child labour in all its forms,
If there were any doubt, the
collabarmation of gavernment,
business and civil societyis
coempelling the pursisit af
enduring solutions.

Ta help grasp the magnitude of
the problem, estimates indicate
that there are wp 0o 45 milllan
wictims of modern slavery
worldwide. The Intemational
Labour Organization estimates
that glabkally there are also
approximately 21 million victims
of forced labour.

ACCOUNTING QUESTIONS

The Modern Slavery in Supply
Chains Reparting Requirement
aLcurs after extensive
consultation across 2017

It refiects the government's
longstanding international
commitments, with minlstenial
responsibility naw sitting with
the Department of Home Affairs,
which will be responsitle ler

maintaining the repasitery af
Mademn Slavery Statements. The
Bill uses International Finance
Reporting Standards (IFRS) to
determine threshold matters,
such as reporting entity and
cansolldated revenue.

However, af patentially
greater significance, 11 presents
oppartunities and challenges for
accountants in a range af araas,
including due diligence, narrative
disclosures, govemance advica
and assuramce, An interesting
line of inguiry will be the
capacity ofered through
bleckehain technology.

Residency, in lum, 1o delermine
an “Australian entity™ for reporting

purpodes, applies taxation law
principles of central management
and contrzl. Also mateworthy s
the reprriing abligation apphying
to the Commonwealth and
Commenwealth corparate entities

STATEMENT REQUIREMENTS
An entity's Modern Slavery
Statement will, at a minimem,
Include infarmation about
the following:

»a | SLAVERY
L STILL
»® EXISTS

1. The entity’'s structure, its
aperatians and supply chains.
Z. Whether or not moedern slawnry
rsks are presentin the antity's
operations and supply chains,

1. Ifsuch risks are identified, the
entitys policies and process ta
address modern stavery in

its operations and their
effectiveness (such as codes of
condudt, supplier cantract terms
and staff training), alang with
description and effectiveness of
the entity’s due diligence and
remediation processes

The Bill does not define
“aperatiand” ar *supply chain®,
with these matters to ba
elabarated om with examples
and guidance ta ke contained in
ayet to be developed practice
statement, Similarly, the Bill
defines *modern slavery” anby
through crass-reference 1o the
principal Act for combatting
the wrangdaing = the Criminel
Code Act 1995, Aside fram the
cammenly understioed notian
of slavery as a condition of
asserted exercise of power over

another akin to ownership,
slavery-like conditians of
"servitude” and “ferced labaur™
are alsa addressed.

A'WORK IN PROGRESS
The Madern Slavery in Supply
Chain Eepoarting Reguirement
cufls across dubject malier
potentially addressed in tweo key
regulatar instruments alfecting
disclopsures by Australian listed
entities: the ASX CGC Carparate
overnance Principles and
Recommendations, and
direclors' opirating and Rnancial
review required under the zg9f
al the Corporations Acl 2003,
Regardless, the Bill sets a
reperting deadline af within six
manihs after the end of the
reperting peried of the entity,
calling into guestion whether the
Modaem Slavery Statement is
“ather infarmation” requiring 3
ferm of audit verification, As to
the “weight™ of the obligation,
the government has chasen,
a5 15 the case i the UK, not to
include punitive penalties far
non-compliance. 1t must also be

emphasised that the Madern
Slavesyd Slatement needs ta be
approved and signed by a
mamber af the principal
gaweming body af the entity,
thereby raising the guestion of
the mature and source of comfort
that will be sought In making the
reguired disclosurs.

With a view to positioning
atcountants as key contribulorns
to the development and
oversight of an entity's Modem
Slavery Statement, CPA Bustralia
Intends te develop resources for
the profession. m
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