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RECOMMENDATIONS OF THE TCFD

NON-FINANCIAL REPORTING DIRECTIVE

* Financial materiality is used here in the broad sense of affecting the value of the company, not just in the sense of affecting

financial measures recognised in the financial statements.
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Environmental
This includes contributions made to climata change

through emissions and carbon foatprint, the impact the

business has on natural resources, pollution, waste, land

contamination, biediversity, anergy use, sustainable

resourcing, recycling of resources used etc.
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Source: ESG: what boards, directors & GCs need to know, Dentons, July 202 1. Based on MSCI ESG Summary.
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PRINCIPLE 1
Businesses should support and respect the protection

PRINCIPLE 10
Businesses should work against corruption in al ts forms,
including extortion and bribery

PRINCIPLE 2

that they are not complicit in human
ights abuses

Businesses should support
a precautionary approach
10 environmental challenges.

PRINCIPLE 6
Businesses should uphold the elimination of discrimination
n

in respect of employment and occupatior
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FIGURE 1. DUE DILIGENCE PROCESS & SUPPORTING MEASURES

IDENTIFY & ASSESS
COMMUNICATE ADVERSE IMPACTS
HOW IMPACTS —n IN OPERATIONS, SUPPLY CHAINS
ARE ADDRESSED & BUSINESS RELATIONSHIPS

EMBED

[ \
RESPONSIBLE . PROVIDE FOROR

| BUSINESS CONDUCT COOPERATE
INTO POLICIES & | IN REMEDIATION

\.\ MANAGEMENT SYSTEMS / WHEN APPROPRIATE

\ !
TRACK Aﬁs& PREVENT OR MITIGATE
IMPLEMENTATION — ADVERSE IMPACTS
AND RESULTS

FROM SOFT LAW...




...TO HARD LAW
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EU TAXONOMY

The EU taxonom)’ |S a. Substantiaﬂyc‘nntﬁla‘utetnat Do not harm to any of the other Comply with minimum . . .
least one of the six environmental ) L . Sustainable Activity
o g . abjectives environmental abjectives social safequards
classification system,
i i i 1.Climate change mitigation 1.Climate ch itigati OECD Guidelines for
eStabIIShlng a IISt Of 1mate changemitigation Multinational Enterprise
environmentally sustainable 2 cimetchange sdaption 2 Climate changeadapti UN Guiding Principles on
’ -Lhimate changeadaption Business and Human
. e e e - - Rights
economic activities. 3. Sustainable use and protection 3. Sustainable use and protection
of water use and marine resources of water use and marine resources
It COUId Pla)’ an ImPOI’tant 4.Circu]_areconomyandwaste 4. Circular economy and waste
. preventionand recycling prevention and recycling
role helping the EU scale | |
5. Pollution prevention and control 5. Pollution prevention and contral
up sustainable investment
. B. Healthy ecosystems B. Healthy ecosystems
and implement the
European green deal. Source: Danske Bank
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Current situation What’s new? What next?

(proposal)

*  Non-Financial Reporting Directive I.  New name NFRD — Corporate *  The next step is for the European
(NFRD) — lays down the rules on Sustainable Reporting Directive Parliament, and the Member States in
disclosure of non-financial and diversity (CSRD) the Council, to negotiate a final
information by certain large 2. Extends the scope to all large legislative text on the basis of the
companies. companies Commission's proposal.

*  On 2l April 2021, the Commission 3. Introduces more detailed reporting *  Timetable subject to the negotiations -
adopted a proposal for a Corporate requirements in accordance with > into force earliest reporting 2024,
Sustainability Reporting Directive sustainable reporting standards covering 2023.

(CSRD), which would amend the (drafts available here)
existing reporting requirements of the 4. Requires the audit (assurance) of
NFRD. reported information

5. Requires companies to digitally ‘tag’
the reported information, so it is
machine readable

CORPORATE SUSTAINABILITY
REPORTING
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https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52021PC0189
https://www.efrag.org/lab3

CORPORATE SUSTAINABILITY DUE
DILIGENCE

CURRENT SITUATION SOLUTION / PROPOSAL
BUSIn.esses Pla’y a .key rOIe In Crea’tlng 'a' FIGURE 1. DUE DILIGENCE PROCESS & SUPPORTING MEASURES
sustainable and fair economy and society. N
There is 2 need to act and take measures to COMMUNICATE ADVERSE IMPACTS
address adverse effects of their actions on AR AOIRESED SBUES RO

human rights or the environment, but
progress is slow and uneven.
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CORPORATE SUSTAINABILITY DUE
DILIGENCE

SCOPE OF APPLICATION

Large EU limited liability companies:

GROUP [:500+ employees and net EUR 150
million+ turnover worldwide.

Group 2: 250+ employees and net EUR 40+
million turnover worldwide, and operating in
defined high impact sectors, e.g. textiles,
agriculture, extraction of minerals.

Non—EU companies:

Third country companies active in the EU with
turnover threshold aligned with Group | and 2,
generated in the EU.
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CONTENT

This Directive establishes a corporate due
diligence duty.

The core elements of this duty are identifying,
bringing to an end, preventing, mitigating and
accounting for negative human rights and
environmental impacts in the company’s own
operations, their subsidiaries and their value
chains.

In addition, certain large companies need to have
a plan to ensure that their business strategy is
compatible with limiting global warming to 1.5 °C
in line with the Paris Agreement.
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CORPORATE SUSTAINABILITY DUE

DILIGENCE
SUPERVISION ENTRY INTO FORCE
National Authorities Negotiations ongoing
European Network of Supervisory Earliest 2025?
Authorities
Sanctions

Civil liability + damages
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SUSTAINABILITY & LAWYERS?

GOVERNANCE COMPLIANCE COMMERCIAL
CONTRACTS LITIGATION
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shaii: Netharlaid d 1 KiK: German court rejects Pakistani lawsuit HSBC faces greenwashing accusations from UK
ell: Netherlands court orders o1 over deadly fire b Fen el

glant to Cut emls Slons A German court has rejected a lawsuit from Pakistanis against German retailer KiK over i : X . L
_ Draft conclusions find two of bank’s adverts misled customers by selectively promoting its

® 26 May 202
‘ Climate change

responsibility for a factory fire in Karachi. KiK said the blaze was an act of terrorism.

Shamil Shams reports from Dortmund.

green inifiatives
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. » ' The UK advertising watchdog i preparing fo order HSBC fo be more fransparent about its contribution fo climate change
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Léhde: BBC 26.5.2021 2019 Vet e s 2942005

ESG LITIGATION RISING
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Development from
soft law to hard law

WHY SUSTAINABILITY Direction to the

SHOULD INTEREST

LAWYERS! strategic sustainability

ESG litigations rising
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THANK YOU!

Anne Vanhala
anne.vanhala@bonfide fi
p. +358 503391625
Twitter: @AnneVanhala

LinkedIn: annevanhala

Your advisor in sustainability and compliance
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