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Introduction

The retail sector is undergoing a seismic shift, largely driven by a digital transformation,
but accelerated by COVID-19, environmental, social and governance (ESG) factors,
and climate change, to name just a few.

For some time, online retailers have seen significant growth at the expense of a struggling high street. Lockdown restrictions
due to the pandemic forced a wave of consumers online, introducing many to a new, more convenient retail experience, and
raising questions about consumer behaviour post-pandemic.

At present, there is a heightened focus on climate change from policy, investor and consumer perspectives, with many
looking at businesses to play their part in reducing carbon emissions and protecting the environment, in turn, encouraging
many to assess their own sustainability. Similarly, investors are looking at a range of social and governance criteria to mitigate
investment risks. Although a relatively new concept, there is already a positive correlation between the adoption of ESG
criteria and commercial success. Thus, many businesses are conducting due diligence of their own houses and wider supply
chains to ensure they are ticking all the right boxes for their stakeholders.

With such substantial change comes new rules and regulations for the industry to abide by. Our legal experts have established
the short-, medium- and long-term challenges that retailers face to help your business adapt and strategize for the future.

At a Glance
(’ Sustainability — a consumer shift in favour of sustainable products, net-zero commitments, transparency,
4) packaging and five-mile delivery pressure

Eﬂ; Supply chains - building/increasing resilience, more transparent and more rigorous

6% Consolidation and acquisition opportunities

L{l ESG-related investment drivers

{,Q; Technology drive with five-mile delivery and returns
C,& Partnerships throughout the supply chain
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Obstacles on the Horizon

Medium Term

Tax Increases

Pressure on public finances will translate into corporate tax in
various ways: an increased focus on how online retail is taxed,
with a possibility of turnoverbased taxes; the balance between
taxation of online and physical retail (i.e. making online pay for
some of the adaptation to the high street); overall tax rates and
taxes paid in individual countries; and politically it is easier to
increase tax on companies than on voters.

Carbon Reduction

With an increasing focus on climate change, there has, in
turn, been a sharp increase in pressure to reduce carbon
emissions, with ambitious deadlines for carbon reductions
fast approaching. This will have implications for supply chains
and logistics, but businesses should also be aware of the
emerging risk of climate litigation.

Climate-related Financial Disclosures

In November 2020, the chancellor announced a mandatory
implementation of climate-related financial disclosures for
businesses by 2022. Such disclosures will provide a clear
assessment of carbon reduction efforts, while also enabling a
clear assessment of investment risk.

Supply Chain Due Diligence

There will be a continued focus on supply chain issues,
sourcing and labour standards. Geopolitics (US-China) may
make some supply relationships more complex, hence a
greater risk of politicisation and scrutiny of supply chains.
Companies will increasingly be held accountable for
behaviours throughout their supply chain. Thus, there is
potential for future supply chain due diligence regulation.

Technological Change and Risk

Data privacy and cybersecurity risks will increase as the use
of technology extends and as potential attackers adopt more
sophisticated techniques. Hence, expect to see increased
scrutiny and possible regulation of Al, data analytics systems
and digital platforms (particularly pertaining to advertising and
personality profiling).




How We Support Retailers

Global Policy Support

Driving the Retail Experience
Economy Through Digital
Transformation

Compliance and Risk

ESG and Sustainable Business

Many of our seasoned senior policy
professionals are former US, EU and UK
government officials who have served or
worked at the highest levels within the

US Congress or European Parliament

and Commission, serving as ministers or
ambassadors, or holding senior positions
within national governments or supervisory
authorities in Europe. Therefore, they
understand the inner dynamics of the
legislative and regulatory processes. One of
our Public Policy teamm members is Jake Berry
MP the former Northern Powerhouse and
Retail Minister.

To support retailers in assessing the impact
on your operations, supply chain, brand and
marketing, as well as against numerous
commercial risk factors, we have developed
the Retail Digital Transformation checklist

in order to guide you through the journey of
digital transformation. Within our guide, our
retail specialists provide you with practical
insights and solutions across all of your
business needs, including commercial and
technology, advertising, brand and consumer,
and data privacy and cybersecurity.

We adopt a holistic approach to business
integrity risk. We assist in creating
comprehensive compliance programmes
and/or enhancing a company'’s existing
programme to effectively manage risk and
meet regulatory requirements.

Our compliance framework aims to support
retailers to enhance their business integrity
and compliance against a number of material
risk factors. We have also set out the key
compliance pressures and insight into the
risks associated with not having a robust
compliance framework in place.

\We have a dedicated global cross-practice
ESG group, which provides solutions to
our clients both in addressing ESG risks,
opportunities and compliance, as well

as ESG-related litigation. Learn more on_
stakeholder pressures and how we can
provide support.

We provide access to our insights on hot
topics relating to ESG and sustainable
business. Recent highlights have included:

e Corporate Purpose —The Future of
Regulation and Governance

e Mitigating ESG Risk Guide

e The ESG Bandwagon in the United States



https://www.squirepattonboggs.com/en/insights/publications/2021/05/driving-the-retail-experience-economy-through-digital-transformation
https://www.squirepattonboggs.com/en/insights/publications/2020/09/integrity-and-ethics-in-the-new-normal-developing-a-robust-compliance-framework
https://www.squirepattonboggs.com/-/media/files/about/corporateresponsibility/resetandreinventesgatthecentreofbuildingbackbetter.pdf
https://www.squirepattonboggs.com/-/media/files/about/corporateresponsibility/resetandreinventesgatthecentreofbuildingbackbetter.pdf
https://www.squirepattonboggs.com/-/media/files/about/corporateresponsibility/resetandreinventesgatthecentreofbuildingbackbetter.pdf
https://www.squirepattonboggs.com/en/insights/publications/2021/02/corporate-purpose-the-future-of-regulation-and-governance
https://www.squirepattonboggs.com/en/insights/publications/2021/02/corporate-purpose-the-future-of-regulation-and-governance
https://www.squirepattonboggs.com/en/insights/publications/2021/06/mitigating-esg-risk
https://www.squirepattonboggs.com/en/insights/publications/2021/04/the-esg-bandwagon-in-the-united-states

Support Team

Matthew Lewis
Partner, Head of Retail Group, Leeds

T +44 113 284 7525
E matthew.lewis@squirepb.com

Compliance and Risk

P Jonathan Chibafa

Director (Barrister), London

T +44 20 7655 1622

E jonathan.chibafa@squirepb.com

COVID-19 Recovery

: John Alderton
1 9 Partner, Leeds
k T +44 113 284 7026
il h E john.alderton@squirepb.com

Digital Transformation

Carlton Daniel
) Partner, London
T +44 20 7655 1026
‘tA E carlton.daniel@squirepb.com

Simon Jones

Partner, Birmingham

T +44 121 222 3412

E simon.jones@squirepb.com

Environment and Sustainability

Anita Lloyd

Director, Birmingham

T +44 121 222 3504

E anita.lloyd@squirepb.com

Louise Barber

Partner, Manchester

T +44 161 830 5258

E louise.barber@squirepb.com

Policy Support

w Matthew Kirk
\ International Affairs Advisor, London
' T +44 207 655 1389

E matthew.kirk@squirepb.com

\ \

Supply Chain

»» Simon Garbett

Partner, Birmingham

T +44 121 222 3390

E simon.garbett@squirepb.com

Prew Lumley

Partner, Leeds

T +44 113 284 7009

E prew.lumley@squirepb.com

Timothy Jarvis

Partner, Leeds

T +44 113 284 7214

E timothy.jarvis@squirepb.com




SQUIREL
PATTON BOGGS

squirepattonboggs.com



