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ESG Survey 2024 regarding the disclosure regime in capital market transactions,
conducted by the IBA Securities and Capital Markets Committee (spring/summer 2024)

The IBA Securities and Capital Markets Committee conducted a first survey in summer 2022 to assess how different jurisdictions regulate environmental,
social and governance (ESG) disclosures in capital market transactions. The survey covered more than 30 jurisdictions and was prepared for a session held
on 3 November 2022 at the IBA Annual Conference in Miami, in the US, titled “To disclose or not to disclose ESG: are ESG public disclosures even a choice
anymore given the prevailing regulatory trends and institutional investors’ demands?’. The 2022 survey can be found at the following link: www.ibanet.org/

New-IBA-report-provides-insight-into-growing-importance-of-ESG-considerations-in-capital-market-transactions.

In spring /summer 2024, the Committee updated its ESG survey with new questions added to the questionnaire (questions 20 to 29). The updated 2024
ESG survey was prepared for a session held on 18 September 2024 at the IBA Annual Conference in Mexico City, Mexico, titled ‘ESG and the rising tide

of greenwashing in international capital markets’. The survey was conducted in the form of a questionnaire with responses from among the officers of the
Committee (which, at that point, was split into two separate entities — the IBA Capital Markets Forum and the IBA Securities Law Committee) and colleagues

from other committees of the IBA covering more than 35 jurisdictions around the globe.
The responses to the survey showed several takeaways.

ESG disclosures are mandatorily required to be made in the vast majority of the jurisdictions reviewed (question 2). Most disclosures are required to be
made by listed companies and /or large private businesses (question 3). Most of the ESG disclosures are to be made on a continuous basis, typically as part
of a standalone ESG report or the annual report (questions 5, 6 and 7). An increasing number of corporations are making voluntary public disclosures, even

where not (yet) mandatory (question 8).

The survey also showed that most countries covered by the survey do not (yet) have a classification system for environmentally sustainable activities based on
certain basic minimum standards that are objectively ascertainable and transparently reportable (question 12). Moreover, most countries require some type
of quantitative, or at least qualitative, climate change disclosures as part of the ESG disclosure regime (question 14). However, it is not yet mandatory for the
majority of the companies in the jurisdictions covered by the survey to set climate-related targets (question 27). Moreover, the survey showed that sustainability

information to be disclosed by companies is mostly verified by the respective statutory auditors or another audit firm (question 23).

According to the survey, it seems that large or listed companies have the capability and resources to make the required disclosures, while SMEs may not yet

have them (question 26).
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According to the survey, less than 50 per cent of the jurisdictions participating in the survey provide for specific ESG disclosure requirements, including rules
aimed at preventing greenwashing in connection with securities issues, other than regular disclosures in connection with financial /non-financial reports
(question 20 and 21). Only around 30 per cent of the jurisdictions reported that they are aware of claims brought by investors and /or regulatory authorities

due to incorrect/incomplete /misleading ESG disclosures in connection with securities offerings (question 22).

There have been further developments in relation to board oversight and governance of ESG matters which can be seen, inter alia, in respect of the setup

of designated board committees, ESG board trainings and oversight, specified remuneration structures as well as diversity reports (question 24).

For the respondents of the 2024 survey, the answer to the question whether ESG disclosure regulation aided investor value creation or has created greater

compliance burden for companies without creating investor value, lies somewhere in the middle (question 18).

Overall, the survey again provides valuable insights into the growing importance of ESG considerations in capital market transactions around the globe.
The results underscore the need for companies to take a more comprehensive approach to ESG in order to build more sustainable and resilient businesses
that are better equipped to meet the challenges of the future. It also highlights the need for policymakers to work towards developing more standardised
and clearer ESG disclosure frameworks, which will enable better comparability and understanding of ESG risks and opportunities for investors and other

stakeholders alike.

It is important to note that the survey results should not be construed as legal advice. The responses were provided during spring,/summer 2024 and reflect
the state of the law in the respective jurisdictions only as of that time. Readers are invited to get in touch with the contact person in the list below for specific

guidance on ESG disclosure requirements in their respective jurisdiction.

We are very grateful to all our colleagues and friends for their very valuable contributions to this survey. We hope you enjoy reading this survey and welcome

any questions and comments. As ESG disclosure is a fast-developing topic, we are planning to update this survey from time to time.
Helsinki, Karachi, Zurich, 4 November 2024
Mia Mokkila, IBA Securities and Capital Markets Committee, Borenius Attorneys, Helsinki, Finland
Rabel Z Akhund, IBA Securities and Capital Markets Committee, Akhund Forbes, Karachi, Pakistan

Patrick Schleiffer, IBA Securities and Capital Markets Committee, Lenz & Staehelin, Zurich, Switzerland
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Law firms participating in the ESG Survey 2024

Argentina Marval O'Farrell Mairal
Australia Gilbert + Tobin
Austria Binder Grosswang Attorneys

Schonherr Rechtsanwalte

Belgium Stibbe

Brazil BMA Advogados
TozziniFreire Advogados

Canada Borden Ladner Gervais

The People’s Republic of China Fangda Partners

Colombia Posse Herrera Ruiz: PHR Legal

Denmark Gorrissen Federspiel

Finland Borenius Attorneys

Krogerus Attorneys

France Jeantet
Bredin Prat
Germany Gleiss Lutz

Hengeler Muiller

Grand Duchy of Luxembourg Elvinger Hoss Prussen
Greece Elias Paraskevas Attorneys
Hungary Szecskay Attorneys at Law
India Khaitan & Co.

Ireland A&L Goodbody

McCann FitzGerald

Italy BonelliErede

Gatti Pavesi Bianchi Ludovici

Japan Mori Hamada & Matsumoto

Mexico Basham Ringe y Correa

8 International Bar Association Securities and Capital Markets Committee



The Netherlands

Stibbe

De Brauw Blackstone Westbroek

New Zealand Russell McVeagh

Nigeria Ajumogobia & Okeke

Norway Wiersholm

Pakistan Akhund Forbes

Peru Rodrigo, Elias & Medrano Abogados
Poland Wardynski & Partners

Portugal PLMJ Advogados

Singapore Allen & Gledhill

South Korea K1 Chamber

Spain Uria Menéndez Abogados
Sweden Wigge & Partners Advokat
Switzerland Homburger

Lenz & Staehelin

Walder Wyss
Thailand and Vietnam DFDL
Turkey CCAOQ Law
United Kingdom Brodies

United States

Wachtell, Lipton, Rosen & Katz

Debevoise & Plimpton
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Analysis of the 2024 ESG Survey

1. Which jurisdiction are you covering?

Argentina, Australia, Austria, Belgium, Brazil, Canada, the People’s Republic of China (‘China’), Colombia, Denmark, Finland, France, Germany, Greece, Hungary, India, Ireland, Italy, Japan, Luxembourg (Grand Duchy of Luxembourg),
Mexico, the Netherlands, New Zealand, Nigeria, Norway, Pakistan, Peru, Poland, Portugal, Singapore, South Korea, Spain, Sweden, Switzerland, Thailand, Turkey, United Kingdom (UK), United States (US), Vietnam

2. Are ESG disclosures required to be mandatorily made in your jurisdiction by market participants?

Survey 2024 Survey 2022

5%

5%

14%

(o)

0 5 10 15 20 25 30
Not yet mandatory, but soon to be
0 10 20 30 40
Not mandatory
Not mandatory B Mandatory B Mandatory
Mandatory (for in-scope participants) 36

Argentina, Australia, Austria, Belgium, Brazil, Canada, China, Colombia, Denmark, Finland, France, Germany, Greece,
Hungary, India, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand, Nigeria, Norway, Pakistan, Peru, Poland,
Portugal, Singapore, Spain, Sweden, Switzerland, Thailand, Turkey, UK, US, Vietnam

Mexico, South Korea

Not mandatory 2
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3. If ESG disclosures are required, is there a distinction between the type and nature of entity that is required to make ESG disclosures?

10% 3% 3%

\. 43%

22%

7%

12%

Listed and/or large companies (based on threshold such as employees/balance sheet)

(ESG-related or pension) funds, foundations or societies

Companies engaged in specific high-risk sectors (mining, etc)

B Financial intermediaries (eg, banks, brokers/dealers, insurance companies)

B Other

No distinction

B Disclosure not required or N/A or no answer

Yes

Listed and/or large companies (based on thresholds such as 30 Argentina, Austria, Belgium, Brazil, Canada, China, Colombia, Denmark, Finland, France, Germany, Greece, Hungary, India,

employees/balance sheet) Ireland, Italy, Luxembourg, the Netherlands, New Zealand, Norway, Pakistan, Peru, Poland, Portugal, Singapore, Sweden,
Switzerland, Turkey, UK, Vietnam

(ESG-related or pension) funds/foundations/societies 8 Canada, Finland, Hungary, Pakistan, Portugal, Sweden, Turkey, UK

Financial intermediaries (eg, banks, brokers/dealers, insurance 15 Belgium, Finland, Germany, Hungary, Italy, Luxembourg, the Netherlands, New Zealand, Pakistan, Poland, Portugal,

companies) Switzerland, Turkey, US, UK

Companies engaged in specific high-risk sectors (mining, etc) 5 Belgium, France, Switzerland, Turkey, US

Other 7 Australia, Canada, China (SOEs), Spain, Switzerland, Thailand, US

No distinction 2 Japan, Nigeria

Disclosure not required or N/A or no answer 2 Mexico, South Korea
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4. If there is a distinction, are any of these types of entities not required to make ESG disclosures, or else only limited disclosures are required, depending on whether they are, for example, private or

public unlisted companies? Are there any thresholds that need to be met prior to mandatory disclosure requirements being triggered?
This question is omitted.

5. What are the circumstances in which such ESG disclosures are triggered; that is, are ESG disclosures triggered in the case of certain transactions only or are ESG disclosures required to be made on a

continuous annual reporting basis or both?

25 60% 35
Survey 2024 % 60%
20
25 Survey 2022
15 37%
20
10 15
19% 21%
10
5
3% >
0 0
B No distinction o
Bl Periodic/annual report
Triggered based on investment, legal status of the companies, materiality threshold, transactions
(inside information), public offerings, etc. Triggered based on investment, legal status of the companies,
Both materiality threshold, transactions, etc.
B N/A or no answer Both
Periodic/annual report 23 Argentina, Australia, Austria, Belgium, Brazil, China, Denmark, Finland, Greece, India, Ireland, Italy, Luxembourg, Mexico, Nigeria, Pakistan,

Peru, Portugal, Singapore, Spain, Sweden, Turkey, US

Triggered based on investments, legal status of the 0
companies, transactions (inside information), public
offerings, materiality threshold, etc

Both 14 Canada, Colombia, France, Germany, Hungary, Japan, Netherlands, New Zealand, Norway, Poland, Switzerland, Thailand, UK, Vietnam
N/A or no answer 1 South Korea
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6. In the case of mandatory disclosures, are disclosures required in the form of separate ESG reports?

3%
Survey 2024 23% Survey 2022
36%
64%
47%
[l Standalone ESG reports and/or B Standalone ESG reports
ESG reports as a part of the annual (management) report
ESG reports as a part of the annual report
Other
Bl Not mandatory or N/A or no answer
Standalone ESG reports and/or 20 Australia, Austria, Brazil, Canada, China, Colombia, France, Germany, Greece, Hungary, ltaly, Nigeria, Norway, Poland, Portugal, Singapore,
Spain, Sweden, Switzerland, US
ESG reports are included as part of the annual report 21 Belgium, Brazil, Canada, Colombia, Denmark, Greece, Hungary, India, Japan, New Zealand, Nigeria, Norway, Pakistan, Peru, Singapore,

Switzerland, Thailand, Turkey, UK, US, Vietnam

ESG reports are a part of the management report 13 Argentina, Austria, Finland, France, Germany, Luxembourg, Ireland, Italy, the Netherlands, Spain, Sweden, Poland, Portugal
(which is part of the annual report)

Other 17 e Financial statement/report: 6 (Argentina, Canada, Finland, Hungary, Luxembourg, Switzerland)
o Reference form: 1 (Brazil)
e Registration statement: 1 (US)

e Company’s continuous disclosure documents (management information circular (MIC), management’s discussion and analysis (MD&A) or
annual information form (AIF)): 1 (Canada)

e Corporate Sustainability Report: 4 (Norway, Peru, Sweden, US)
e Board's statement in the annual report on non-financial performance indicators: 3 (Hungary, the Netherlands, Switzerland)

e Included in product documentation: 1 (UK)

Not mandatory or N/A or no answer 2 Mexico, South Korea
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7. What is the location of the ESG disclosure (eg, Securities and Exchange Commission (SEC) filings, sustainability reports and company website)?

2%
B N/A or no answer
52%
B Reports
Filing with company register 4%
C bsit ilabl t
ompany website or available on reques 25%
B Filings with regulators (webpage)
17%
0 10 20 30 40 50 60 70 80
N/A or no answer 2 Mexico, South Korea
Filings with regulators (webpage) 22 Australia, Belgium, Brazil, China, Colombia, France, Germany, Greece, Hungary, India, Japan, Luxembourg, New Zealand, Peru, Poland, Portugal, Singapore, Sweden,
Thailand, Turkey, US, Vietnam
Company website or available on 33 Austria, Belgium, Brazil, Canada, China, Colombia, Denmark, Finland, France, Germany, Greece, Hungary, India, Ireland, Italy, Luxembourg, Mexico, the Netherlands,
request New Zealand, Norway, Pakistan, Peru, Poland, Portugal, Singapore, Spain, Sweden, Switzerland, Thailand, Turkey, UK, US, Vietnam
Filing with company register 6 Finland, Greece, Luxembourg, Italy, Poland, Spain
Reports
Management report 13 Argentina, Austria, Finland, France, Germany, Ireland, Italy, Luxembourg, the Netherlands, Spain, Sweden, Poland, Portugal
Sustainability report 6 Greece, Mexico, Norway, Peru, Sweden, US
Standalone ESG reports 18 Austria, Brazil, Canada, China, Colombia, France, Germany, Hungary, Italy, Nigeria, Norway, Poland, Portugal, Singapore, Spain, Sweden, Switzerland, US
Section in the annual report 23 Australia, Belgium, Brazil, Canada, Colombia, Denmark, Greece, Hungary, India, Japan, Mexico, New Zealand, Nigeria, Norway, Pakistan, Peru, Singapore, Switzerland,
Thailand, Turkey, UK, US, Vietnam
Annual financial statements 7 Argentina, Canada, Finland, Greece, Hungary, Luxembourg, Switzerland
Proxy statements 1 us
14 International Bar Association Securities and Capital Markets Committee



8. In the case that there is no mandatory disclosure requirement, do you nevertheless find that corporates are voluntarily making ESG disclosures in your jurisdiction as a result of investor

expectations?

0%
° 1%
Survey 2024 Survey 2022
82%
89%

. N/A or no answer Yes No . ves No Only a few
N/A or no answer 7 Belgium, Brazil, Denmark, Japan, Nigeria, Poland, Thailand
Yes 31 Argentina, Australia, Austria, Canada, China, Colombia, Finland, France, Germany, Greece, Hungary, India, Ireland, Italy, Luxembourg, Mexico, the Netherlands, New

Zealand, Norway, Pakistan, Peru, Portugal, Singapore, South Korea, Spain, Sweden, Switzerland, Turkey, UK, US, Vietnam

No 0

ESG Survey 2024 15



9. What is the name of the regulator in your jurisdiction that monitors ESG disclosure compliance and what are the penalties for non-compliance with mandatory ESG disclosures, if applicable? Are

there any grace periods?

This question is omitted.

10. What are the penalties for false or misleading ESG disclosures? Does your answer change depending on whether the ESG disclosure was mandatory or voluntary?

. N/A or no answer
Monetary penalties/fines
Criminal penalties

B Administrative penalties

B Civil penalties

35

30

25

20

15

10

Types of penalties Change of penalties depending on
type of disclosure
34% 40%
15
34%
23%  23% 26%
10
17%
5
3%
] 0

Yes N/A or no answer No

N/A or no answer

3

| Argentina, Greece, Pakistan

Penalties for false or misleading ESG disclosures

Monetary sanctions/Fines 29 Australia, Austria, Belgium, Brazil, Canada, Denmark, Finland, France, Germany, Hungary, India, Ireland, Italy, Japan, Luxembourg, Mexico, New Zealand, Nigeria, Peru,
Poland, Portugal, Singapore, South Korea, Spain, Switzerland, Thailand, Turkey, UK, Vietnam

Criminal sanctions 19 Belgium, Canada, Colombia, Finland, France, Germany, India, Ireland, Japan, Luxembourg, the Netherlands, Poland, Portugal, Singapore, Spain, Switzerland, Turkey,
UK, US

Civil sanctions 14 Australia, Canada, Finland, France, Germany, Japan, Luxembourg, the Netherlands, New Zealand, Poland, Portugal, Singapore, UK, US

Administrative sanctions 19 Belgium, Brazil, China, Colombia, Denmark, Finland, France, Hungary, Japan, Luxembourg, the Netherlands, Nigeria, Peru, Poland, Portugal, South Korea, Sweden, UK,

us
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Change of penalties depending on whether the ESG disclosure was mandatory or voluntary

Yes 13 China, Colombia, Denmark, Finland, France, Greece, Japan, Luxembourg, Nigeria, Norway, Poland, South Korea, US

No 10 Brazil, Germany, India, Netherlands, New Zealand, Peru, Portugal, Spain, UK, Vietnam

N/A or no answer 15 Argentina, Australia, Austria, Belgium, Canada, Hungary, Ireland, Italy, Mexico, Pakistan, Singapore, Sweden, Switzerland, Thailand, Turkey

11. Is there a tiered disclosure system in your jurisdiction and are any further ESG disclosure requirements expected in your jurisdiction in the near future?

8%
16%
. 42% Expectation
Existence of a
. . of more ESG
tiered disclosure . .
system disclosures in
the future
42%
89%
5] 1]
Yes N/A or No Yes N/A or No
no answer no answer
Tiered disclosure system in place?
Yes 16 Brazil, Colombia, Finland, France, Germany, Greece, India, Ireland, Luxembourg, the Netherlands, Norway, Poland, Portugal, South Korea, UK, US
No 16 Argentina, Australia, Belgium, Canada, Denmark, Hungary, Italy, New Zealand, Nigeria, Pakistan, Peru, Spain, Sweden, Thailand, Turkey, Vietnam
N/A or no answer 6 Austria, China, Japan, Mexico, Singapore, Switzerland
Are more ESG disclosure requirements expected in the future?
Yes 34 Argentina, Australia, Austria, Belgium, Brazil, China, Colombia, Denmark, Finland, France, Germany, Greece, Hungary, India, Italy, Japan, Luxembourg, Mexico,
Netherlands, New Zealand, Nigeria, Norway, Pakistan, Peru, Poland, Portugal, Singapore, South Korea, Spain, Sweden, Switzerland, Turkey, UK, US
No 1 Thailand
N/A or no answer 3 Canada, Ireland, Vietnam
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12. Is there a system of ESG certification or benchmarks that needs to be met to have an ‘ESG approved/compliant’ status? For example, is there a classification system for environmentally sustainable

activities based on certain basic minimum standards that are objectively ascertainable and transparently reportable?

48%
25%
H Yes

Voluntary (independent) certification standards,

benchmarks or ESG indexes

No
Yes 13 Argentina, Belgium, Colombia, France, Germany, Greece, Hungary, Luxembourg, Netherlands, Nigeria, Poland, Portugal, UK
No 23 Australia, Austria, Brazil, Canada, China, Denmark, Finland, Ireland, Italy, Japan, New Zealand, Norway, Pakistan, Peru, Singapore, South Korea, Spain, Sweden,

Switzerland, Thailand, Turkey, US, Vietnam

Voluntary (independent) 12 Brazil, Finland, India, Japan, Luxembourg, Mexico, New Zealand, Peru, Portugal, Sweden, Switzerland, US
certification standards, benchmarks
or ESG indexes

13. Please give a brief overview of the nature and extent of ESG disclosures required to be made in your jurisdiction.

This question is omitted.

18 International Bar Association Securities and Capital Markets Committee



14. Is there a specific emphasis on climate change-related disclosures as part of the ESG disclosure regime, and if so, how does your jurisdiction require entities to make specific climate change

disclosures?

Survey 2024: Climate-change related disclosures
as a part of the ESG disclosure regime

13% il
5%
5% -

77%

B Yes No Comply or explain B N/A or no answer

Survey 2022: Climate-change related disclosures
as a part of the ESG disclosure regime

10%

17%

73%

B Yes No Comply or explain

ESG Survey 2024



8%

—

58%

B Reports (annual, periodic, sustainability reports, etc.)
Registration statement filed with regulatory filings
N/A or no answer

B Others

Survey 2024: If so, different types of
climate change disclosures

31%

Survey 2022: If so, different types of
climate change disclosures

25%

75%

M Reports (annual, periodic, sustainability reports, etc.)

Registration statement filed with regulatory filings

Climate change-related disclosures as part of the ESG disclosure regime

N/A or no answer 2 Austria, South Korea

Yes 29 Australia, Brazil, Belgium, Canada, China, Colombia, Denmark, Finland, France, Germany, Hungary, India, Ireland, Italy, Luxembourg,
Mexico, New Zealand, Nigeria, Norway, Peru, Poland, Portugal, Spain, Sweden, Switzerland, Thailand, UK, US, Vietnam

No 2 Greece, Pakistan

Comply or explain 5 Argentina, Japan, Netherlands, Singapore, Turkey

If so, different types of climate change disclosures

Reports (annual, periodic, sustainability report, etc) 12 Belgium, China, Colombia, France, Luxembourg, Nigeria, Norway, Poland, Thailand, UK, US, Vietnam

Registration statements filed with the regulatory filings | 1 us

Others 3 Brazil, India, UK

N/A or no answer 22 Argentina, Australia, Canada, Denmark, Finland, Germany, Hungary, Ireland, Italy, Japan, Mexico, Netherlands, New Zealand, Pakistan,

Peru, Portugal, Singapore, South Korea, Spain, Sweden, Switzerland, Turkey

20
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15. Are the ESG disclosures standardised in your jurisdiction or do companies have latitude in terms of the extent and manner of disclosures that they make?

Survey 2024 Survey 2022
25 18 59%
55%
16
20
14
(o]
12
10 10
8
5
5% 6
0 — 4
B N/A or no answer 2
Standardised 0
Latitude available (depending on the type of company or sector) M Standardised Latitude available
N/A or no answer 2 Mexico, Pakistan
Standardised 21 Australia, Austria, China, Colombia, Finland, France, Germany, Greece, Hungary, India, Ireland, Italy, Luxembourg, Nigeria, Peru,
Singapore, South Korea, Thailand, Turkey, UK, Vietnam
Latitude available (depending on the type of company 15 Argentina, Belgium, Brazil, Canada, Denmark, Japan, Netherlands, New Zealand, Norway, Poland, Portugal, Spain, Sweden,
or sector) Switzerland, US

ESG Survey 2024
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16. Is there clear guidance and a definition of what applicable law envisages in terms of ESG disclosures; that is, does applicable law clearly define the scope of what is included in ESG?

45%

55%

B ves No

Yes 21 Argentina, Belgium, Canada, China, Denmark, Finland, France, Germany, Greece, Hungary, India, Ireland, Luxembourg, Nigeria, Peru, Poland, South Korea, Spain,
Sweden, Switzerland, Vietnam
No 17 Austria, Australia, Brazil, Colombia, Italy, Japan, Mexico, Netherlands, New Zealand, Norway, Pakistan, Portugal, Singapore, Thailand, Turkey, UK, US
22 International Bar Association Securities and Capital Markets Committee



17. How are cross impacts between ESG goals measured or taken into account as part of applicable law? For example, is an investment in a coal mining company ESG compliant if the coal mining

company has effective gender diversity policies? Or are these goals taken into account as a whole when measuring ESG compliance?

37%
16%
16%
31%
0 2 4 6 8 10 12 14
B No such specific rule or practice
N/A or no answer
Cross impacts are not taken into account
B Cross impacts are not taken into account (materiality analysis, ‘do no significant harm’, minimum standards or taken into account as a whole)
N/A or no answer 6 Austria, Mexico, Pakistan, Singapore, Thailand, Vietnam
Cross impacts are taken into account 12 Colombia, Finland, France, Greece, India, Luxembourg, the Netherlands, Nigeria, Norway, Poland, Sweden, UK
(materiality analysis, ‘do no significant
harm’, minimum safeguards or taken into
account as a whole)
Cross impacts are not taken into account 6 Australia, Germany, South Korea, Spain, Turkey, US
No such specific rule or practice 14 Argentina, Belgium, Brazil, Canada, China, Denmark, Hungary, Ireland, Italy, Japan, New Zealand, Peru, Portugal, Switzerland
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18. In your view, has ESG disclosure regulation in your jurisdiction aided investor value creation or has it created a greater compliance burden for companies without creating investor value? Or does

the answer lie somewhere in the middle?

Survey 2024 Survey 2022
30 20 59%
66 %
25
15 41%
20
15 31% 10
10
5
5
3%
0 0
Countries Countries
@ Mainly an additional added value (positive impact on the market, high quality of ESG disclosure, increased focus Mainly an additional added value (positive impact on the market,
on ESG issues, etc.) high quality of ESG disclosure, increased focus on ESG issues, etc.)
Mainly an additional expense/no value
Unclear/answer lies somewhere in the middle
Answer lies somewhere in the middle (added value but burden especially for SMEs)
Mainly added value (positive impact on the 12 Brazil, Colombia, Germany, India, Italy, Nigeria, Norway, Singapore, South Korea, Thailand, Turkey, Vietnam
market, high quality of ESG disclosure, increased
focus on ESG issues, etc)
Mainly an additional expense/no value 1 Pakistan
Answer lies somewhere in the middle (added 25 Argentina, Australia, Austria, Belgium, Canada, China, Denmark, Finland, France, Greece, Hungary, Ireland, Japan, Luxembourg, Mexico, the
value but burden especially for SME) Netherlands, New Zealand, Peru, Poland, Portugal, Spain, Sweden, Switzerland, UK, US
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19. Would your clients like to see a greater, more transparent, clear and effective ESG disclosure regime than the one that exists presently?

This question is omitted.

20. Are there any specific mandatory ESG disclosure requirements, including rules aimed at preventing greenwashing, in connection with securities issues imposed by law or regulators (ie, other than
regular disclosures in connection with financial reports and/or sustainability or similar reports)?

3%
46%
51%
B Yes (including prospectus disclosure) No N/A or no answer

Yes (including Prospectus 17 Argentina, Belgium, Denmark, Finland, France, Germany, Hungary, India, Italy, Luxembourg, the Netherlands, Spain, Sweden, Switzerland, Turkey, UK, US
disclosure)
No 19 Australia, Austria, Brazil, Canada, China, Greece, Ireland, Japan, Mexico, New Zealand, Nigeria, Norway, Peru, Poland, Portugal, Singapore, South Korea, Thailand,

Vietnam
N/A or no answer 1 Pakistan
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21. Have you seen any development with regard to ESG disclosures in connection with securities issues or the regulatory authority’s approach towards such disclosures, in particular with regard to

greenwashing issues?

35
84%

30

25

20

15

10

16%
5
0
Countries
B Yes No
Yes 31 Australia, Austria, Belgium, Brazil, Canada, Denmark, France, Germany, Greece, Hungary, India, Ireland, Italy, Japan, Luxembourg, the Netherlands, New Zealand,
Nigeria, Norway, Peru, Poland, Portugal, Singapore, South Korea, Spain, Sweden, Switzerland, Turkey, UK, US, Vietnam

No 6 Argentina, China, Finland, Mexico, Pakistan, Thailand
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22. Are you aware of any claims brought, eg, by investors or regulatory authorities, due to incorrect/incomplete/misleading ESG disclosures in connection with securities issues in your jurisdiction (eg,

in relation to greenwashing)

27%

62%
11%

B ves

N/A or no answer

Not aware of any claims brought

Yes 10 Australia, Canada, France, Germany, Luxembourg, Netherlands, New Zealand, Singapore, Spain, US

Not aware of any claims brought | 23 Argentina, Austria, Brazil, China, Denmark, Finland, Greece, Hungary, India, Ireland, Italy, Japan, Mexico, Nigeria, Peru, Poland, Portugal, South Korea, Switzerland,
Thailand, Turkey, UK, Vietnam

N/A or no answer 4 Belgium, Norway, Pakistan, Sweden
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23. If there is a regular ESG disclosure requirement for companies in your jurisdiction, such as a sustainability report, what are the mandatory external certification/assurance requirements in

connection with such a sustainability report or in connection with any other ESG disclosures that are required to be made (or have been voluntarily disclosed) in your jurisdiction as part of the
company'’s annual reporting obligations? Which party can perform the assurance or give such certification?

B N/A or no certification or no answer

7%
25%

23%

45%

Sustainability information verified by (statutory, qualified) auditor — limited assurance
By external third party/agent/assurance provider

Regulator (financial market authority and/or stock exchange)

N/A or no certification or no
answer

Argentina, Australia, Canada, Greece, Mexico, Pakistan, South Korea, Switzerland, Thailand, Turkey, Vietnam

assurance provider

Regulator (financial market 3 France, Hungary, Peru

authority and/or stock exchange)

Sustainability information verified | 20 Austria, Brazil, Belgium, Denmark, Finland, France, Germany, Hungary, Ireland, Italy, Luxembourg, Netherlands, Nigeria, Norway, Poland, Portugal, Singapore, Spain,
by (statutory, qualified) auditor — Sweden, UK

limited assurance

By external third party/agent/ 10 China, Denmark, France, India, Ireland, Japan, New Zealand, Nigeria, Spain, US

28
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24. What kind of developments have you seen in relation to board oversight and governance of ESG matters?

1.
2.
3.
4.
5.
6.
7.
8.
9.

designated ESG/sustainability (board or audit) committees (20x, 54 per cent)

remuneration structures to encourage ESG behaviour (6x, 16 per cent)

CSR expertise required, board training and strategy on ESG matters (13x, 35 per cent)

increased board oversight and accountability, internal policies and governance re: ESG matters (21x, 57 per cent)
disclosure of female directors/diversity reports, transparency in voting (5x, 14 per cent)

focus on climate risks, green and social washing, emerging technologies (2x, 5 per cent)

proxy advisers to tie voting recommendations to how directors oversee ESG issues (1x, 3 per cent)

stakeholder engagement: environmental impact affecting success and viability of the company (2x, 5 per cent)

N/A or no answer (2x, 5 per cent)

N/A or no answer

Greece, Hungary (5 per cent)

Developments

Designated ESG/sustainability (board or audit) committees (Australia, Austria, Belgium, Brazil, Denmark, Finland, France, Germany, India, Italy, Japan, Luxembourg,
Netherlands, Nigeria, Poland, Portugal, Spain, Thailand, Turkey, Vietnam, 20x, 54 per cent)

Remuneration structures to encourage ESG behaviour (Australia, Brazil, Finland, Italy, Japan, Portugal, 6x, 16 per cent)

CSR expertise required, board training and strategy on ESG matters (Australia, Belgium, Canada, France, Germany, Japan, Luxembourg, Netherlands, Poland, Portugal,
Switzerland, UK, Vietnam, 13x, 35 per cent)

Increased board oversight and accountability, internal policies and governance re ESG matters (Argentina, Australia, Belgium, China, Finland, Ireland, Italy, the
Netherlands, New Zealand, Peru, Poland, Portugal, Singapore, South Korea, Spain, Sweden, Switzerland, Thailand, Turkey, US, Vietnam, 21x, 57 per cent)

Disclosure of female directors/diversity reports, transparency in voting (Australia, Ireland, Mexico, Pakistan, Poland, 5x, 14 per cent)
Focus on climate risks, green and social washing, emerging technologies (Canada, Netherlands, 2x, 5 per cent)
Proxy advisers to tie voting recommendations to how directors oversee ESG issues (Canada, 1x, 3 per cent)

Stakeholder engagement: environmental impact affecting success and viability of the company (Australia, UK, 2x, 5 per cent)
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25. How are the following standards affecting the companies in your jurisdiction or how do you see your clients planning for them in the future?

6%
B 1SSB (non-binding)
29%
B ESRS/CRSD (binding for in-scope companies)
[ TNFD/TCFD (non-binding)
TPT (businesses operating in the UK)
22%
N/A or no answer
32%

How are the standards affecting the companies:
1. operational changes, ESG committees or external consultants, training of qualified people, data collection;
2. encourage disclosure on climate information;
3. stricter introduction of mandatory requirements for companies operating in the respective countries;
4. implementation of standard(s) to be more comparable to peers, harmonisation;
5. double (impact and financial) materiality test;
6. stakeholder trust, manage investor expectations;
7. compliance costs and barriers to attract foreign capital.
N/A or no answer 5 Greece, New Zealand, Nigeria, Portugal, Vietnam
TPT (business operating in the UK) | 10 Australia, Canada, Finland, India, Japan, Mexico, Netherlands, Norway, Switzerland, UK
TNFD/TCFD (non-binding) 19 Argentina, Australia, Belgium, Canada, Finland, France, Germany, India, Ireland, Italy, Japan, Mexico, Netherlands, Norway, Singapore, Spain, Switzerland, Thailand, UK
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ESRS/CSRD (binding for in-scope 28 Argentina, Australia, Austria, Belgium, Canada, China, Denmark, Finland, France, Germany, Hungary, India, Ireland, Italy, Japan, Luxembourg, Mexico, Netherlands,
companies) Norway, Poland, Singapore, South Korea, Spain, Sweden, Switzerland, Turkey, UK, US
ISSB (non-binding) 26

Argentina, Australia, Austria, Belgium, Brazil, Canada, China, Finland, Germany, India, Ireland, Italy, Japan, Luxembourg, Mexico, Netherlands, Pakistan, Peru, Poland,
Singapore, Spain, Switzerland, Thailand, Turkey, UK, US

How are the standards affecting
the companies?

—

. operational changes, ESG committees or external consultants, training of qualified people, data collection;

N

. encourage disclosure on climate information;

w

. stricter/introduction of mandatory requirements for companies operating in the respective countries;

4. implementation of standard(s) to be more comparable to peers, harmonisation;

ul

. double (impact and financial) materiality test;

[e)]

. stakeholder trust, manage investor expectations; and

~

. compliance costs and barriers to attract foreign capital.
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26. In your view, do the companies subject to disclosure requirements have the necessary capability and resources to make the required disclosures?

1%

59%

B VYes

Depending on the size of the company (large/listed companies do, SMEs don’t)

No (not yet)

company (large/listed companies do,
SMEs don‘t)

Yes 11 Argentina, Austria, Brazil, China, Hungary, Japan, Pakistan, Peru, South Korea, Thailand, Vietnam
No (not yet) 4 Denmark, Luxembourg, New Zealand, Portugal
Depending on the size of the 22

Australia, Belgium, Canada, Finland, France, Germany, Greece, India, Ireland, Italy, Mexico, Netherlands, Nigeria, Norway, Poland, Singapore, Spain, Sweden,
Switzerland, Turkey, UK, US
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27. Is it mandatory for companies to set climate-related targets?

68%

32%

Not (yet) mandatory Il Mandatory (for in-scope entities)

Mandatory (for in-scope entities)

12

Belgium, China, Denmark, Finland, France, Greece, Luxembourg, Mexico, Singapore, Sweden, Switzerland, Vietnam

Not (yet) mandatory

25

Argentina, Australia, Austria, Brazil, Canada, Germany, Hungary, India, Ireland, Italy, Japan, Netherlands, New Zealand, Nigeria, Norway, Pakistan, Peru, Poland,
Portugal, South Korea, Spain, Thailand, Turkey, UK, US
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28. If not mandatory, is a voluntary commitment to climate-related targets, such as science-based targets, popular amongst the companies in your jurisdiction?

16%

62%

22%

No Yes B N/A or mandatory or no answer

N/A or mandatory or no answer 8 Austria, Belgium, Denmark, Greece, Luxembourg, Hungary, Peru, Thailand
No Germany, Pakistan, Portugal, South Korea, Sweden, Vietnam
Yes 23 Argentina, Australia, Brazil, Canada, China, Finland, France, India, Ireland, Italy, Japan, Mexico, the Netherlands, New Zealand, Nigeria, Norway, Poland, Singapore,
Spain, Switzerland, Turkey, UK, US
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29. What are the future trends that you envisage in terms of ESG disclosures in your jurisdiction?

1. development of (greater, stricter, mandatory, standardised, transparent and qualitative) ESG regulation and awareness (34 x, 92 per cent);
2. promoting sustainable development in the corporate world/impact investing (11 x, 30 per cent);

3. alignment with global/EU ESG standards and specifically climate-related disclosures (18 x, 49 per cent);

4. increase in voluntary disclosures (5 x, 14 per cent);

5. optimisation of regulation regarding greenwashing, sustainable funds/bonds, prospectus disclosure (12x, 32 per cent);

6. sustainable and social taxonomy (3x, 8 per cent);

7. investor pressure/expectations, issuer’s ESG due diligence (say on pay, say on climate) (9x, 24 per cent);

8. increased scrutiny of technologies/digitalisation (2x, 5 per cent);

9. sector/industry-specific ESG disclosure (1x, 3 per cent); and

10. consumer boycotts where companies violate ESG regulation (1x, 3 per cent).

Trends

1. development of (greater, stricter, mandatory, standardised, transparent and qualitative) ESG regulation and awareness (Argentina, Australia, Belgium, Canada, China, Colombia,
Denmark, Finland, France, Germany, Greece, Hungary, India, Japan, Ireland, Italy, Luxembourg, Mexico, the Netherlands, Nigeria, Norway, Pakistan, Peru, Poland, Portugal,
Singapore, South Korea, Spain, Sweden, Switzerland, Turkey, UK, US, Vietnam, 34x, 92 per cent)

2. promoting sustainable development in the corporate world/impact investing (Australia, Denmark, France, Germany, India, Luxembourg, Nigeria, Poland, Spain, Thailand,
Vietnam, 11x, 30 per cent)

3. alignment with global/EU ESG standards and specifically climate-related disclosures (Argentina, Australia, Austria, Belgium, Canada, China, France, Germany, India, Japan,
Nigeria, Pakistan, Portugal, South Korea, Spain, Sweden, UK, US, 18x, 49 per cent)

4. increase in voluntary disclosures (Germany, India, Italy, Turkey, UK, 5x, 14 per cent)

5. optimisation of regulation regarding greenwashing, sustainable funds/bonds, prospectus disclosure (Austria, Brazil, Canada, Finland, India, Mexico, the Netherlands, New
Zealand, Norway, Portugal, Singapore, Spain, 12x, 32 per cent)

6. sustainable and social taxonomy (Brazil, Luxembourg, UK, 3x, 8 per cent)
7. investor pressure/expectations, issuer’s ESG due diligence (say on pay, say on climate) (Australia, Canada, France, Germany, Italy, Peru, Portugal, Thailand, Turkey, 9x, 24 per cent)
8. increased scrutiny of technologies /digitalisation (Poland, Portugal, 2x, 5 per cent)

9. sector/industry-specific ESG disclosure (Nigeria, 1x, 3 per cent)

10. consumer boycotts where companies violate ESG regulation (Thailand, 1x, 3 per cent)
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Argentina

Argentina

1. Which jurisdiction are you covering?

Argentina

2. Are ESG disclosures required to be mandatorily
made in your jurisdiction by market participants?

The entities that are under the public offering regime of their marketable securities, and those requesting authorisation to enter the public
offering regime, shall submit documentation related to their ESG standards to the Argentine Securities Exchange Commission (Comision
Nacional de Valores or CNV). On an annual basis and for public disclosure, the management bodies shall include in their annual report, as a
separate annex, a report on the degree of compliance with the CNV’s Corporate Governance Code.

Likewise, in the annual report, they shall report on their environmental or sustainability policy, including, if any, the main performance
indicators of the issuer in this matter, or, if they do not have such policies or indicators, they shall provide an explanation as to why the issuer’s
administrators consider that they are not relevant to their business. Excluded from the obligation indicated in the preceding paragraph are
companies, cooperatives, and associations that qualify as small and medium-sized enterprises (SMEs) under the terms of the CNV's regulations.

In addition, the CNV recommends that the listed companies issue a Social and Environmental Responsibility Report on an annual basis, verified by
an independent external auditor and, if available, indicate the legal or geographic scope or coverage. In addition, they shall specify which standards
or initiatives have been adopted to implement the corporate social responsibility (CSR) policy (eg, Global Reporting Initiative (GRI) and/or the United
Nations Global Compact, ISO 26,000, SA8000, Millennium Development Goals, SGE 21- Foretica, AA 1000 and Equator Principles).

Particularly, ESG mutual funds, whose special investment purpose is constituted by marketable securities with ESG impact, and companies
issuing ESG or companies issuing social, green and sustainable bonds (‘ESG bonds’) with a public offering have a special CNV regulation,
with certain obligations they must comply with. In terms of ESG disclosures, their prospectus must incorporate certain information, such as
a description of the project or projects, or categories of social, green and/or sustainable projects, that are intended to be financed with the
proceeds from the placement of the marketable securities.

On the other hand, in 2018, BYMA, a new stock exchange that integrates and represents the main players in Argentina‘s stock market,
launched its Corporate Governance Panel, which is a listing panel that includes the shares of companies already listed that comply with good
governance and transparency practices, in addition to those required by Argentine regulations.

The adhesion of companies is voluntary and implies the incorporation of a set of requirements aligned with the principles of Corporate
Governance of the Organisation for Economic Co-operation and Development (OECD) and adopted by the G20.

These include gender diversity in the board of directors, nomination and remuneration committee, remuneration policy, nomination policy,
dividend policy, integrity programmes, shareholder dispersion, board evaluation and annual reports.
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3. If ESG disclosures are required, is there a distinction | As mentioned above, all listed companies have the obligation to make ESG disclosures. In addition, mutual funds (fondos comunes de inversion
between the type and nature of the entity that is or FCls), whose special investment purpose is constituted by marketable securities with ESG bonds, have a special regulation aside from the
required to make ESG disclosures? regulation for all listed companies.

4. If there is a distinction, are any of these types of N/A
entities not required to make ESG disclosures or
only limited disclosures are required depending on
whether they are, for example, private or public
unlisted companies? Are there any thresholds
that need to be met before mandatory disclosure
requirements are triggered?

5. What are the circumstances in which such ESG For stock corporations, ESG disclosures are required to be made on a continuous annual reporting basis, and, in their prospectus, they are
disclosures are triggered? That is to ask, are ESG required to explain whether they adopt environmental policies.
disclosures triggered in case of certain transactions . . . L . . .

99 . . ESG bond issuer companies must provide updated and accessible information on the use of the funds and the impact of the marketable security
only, or are ESG disclosures required to be made on | . o . . !
. . R issued during its life, until all the funds have been allocated, through an annual report, unless there is a material event that must be reported
a continuous annual reporting basis or both?
before year-end.
On the other hand, financial trusts with a public offering of their marketable securities, and ESG closed-end mutual funds, must submit an initial
review report to the CNV to be filed in the respective market, as well as publish successive periodic reports through the Financial Information
Highway (Autopista de la Informacion Financiera or AlF).

6. In the case of mandatory disclosures, are disclosures | As required by the CNV, stock corporations must include their environmental or sustainability policy in a separate appendix in their financial
required in the form of separate ESG reports? statements.

The issuer of Social, Green, and Sustainable (Social, Verde y Sostenible or SVS) bonds must provide updated and accessible information on the
use of the proceeds and the impact of the marketable security issued during its term, until all of the proceeds have been allocated, through an
annual report, unless a relevant event occurs that must be reported before year-end.

ESG mutual funds shall provide and maintain current and readily available information in their prospectus and in a management report.

The company that issues an ESG bond that is publicly offered and requests its listing in BYMA will be subject to all the regular requirements
that are applicable to traditional negotiable securities (negotiable obligations, mutual funds, and financial trusts) in the CNV Rules and BYMA
Regulations. In addition, the issuer must submit a Report on the Use of Funds together with the annual financial statements or within 70
calendar days from the end of the fiscal year, whichever occurs first, until the allocation of resources to projects is complete.

When it is feasible to have a report on the social and/or environmental benefits, provided the ESG bonds have not been fully redeemed, the
issuer shall proceed with its remission.

7. What is the location of the ESG disclosure (eg, SEC Stock corporations must make their ESG disclosures on their financial statements; issuers of ESG bonds must comply with the ESG disclosures in
filings, sustainability reports, company website)? the annual report; and issuers of ESG mutual funds must comply with the ESG disclosures in their prospectus and management report.

8. In the case that there is no mandatory disclosure As previously stated, non-listed companies are not compelled to exhibit their ESG disclosures. However, they are increasingly publishing
requirement, do you nevertheless find that sustainability reports, even though they are not required to do so. Chief executive officers have acknowledged that communicating the
corporates are voluntarily making ESG disclosures application of ESG standards strengthens the company’s relationship with stakeholders and generates a relationship of trust based on
in your jurisdiction as a result of investor transparency.
expectations? . - N . .

Pacto Global is a non-governmental organisation (NGO) whose objective is to mobilise the business sector, as well as other stakeholders, to
commit to the ten Sustainable Development Goals (SDGs) of the UN. According to its Progress Report, in 2023, 102 companies submitted the
Communication on Progress, which is the annual report that Pacto Global member companies must submit periodically to demonstrate how
they are aligning their business strategies with universal principles on human rights, labour standards, the environment and anti-corruption.
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9. What is the name of the regulator in your The CNV is in charge of monitoring listed companies and ESG mutual funds. In addition, the Secretariat of Human Rights is in charge
jurisdiction that monitors ESG disclosure compliance | of intervening in all human rights issues, in a broad sense, which refers to the promotion of the adoption of ethical and CSR measures,
and what are the penalties for non-compliance with | environmental and social issues, and others arising from the role of the CNV.
mandatory ESG disclosures, if applicable? Are there ) : ) ) : ) . . .
an racey eriods? PP With respect to ESG bonds, in the CNV’s guidance for the issuance of SVS bonds, it established that markets may withdraw the thematic label if

v p ’ issuers do not comply with their current regulations and the requirements specified by the guidelines.
In this sense, an SVS bond may lose its label if:
e it does not comply with the use of funds criteria;
e it does not comply with its reporting obligations; and
e it does not comply with the issues stipulated in the market regulations created for this purpose.
In the case of the BYMA Social, Green and Sustainable Bond Panel, the withdrawal of the label implies that the SVS bond will lose the special
visualisation that this panel grants it and it will be listed by the traditional panel. BYMA reserves the right to exclude a marketable security from
the SVS Bond Panel when: (1) there are evident signs that the funds raised have not been, nor will be, applied to the purposes contemplated in
the issue conditions; (2) the issuer does not comply with the information regime imposed by these regulations and such non-compliance has not
been remedied after repeated claims by BYMA; and/or (3) the seriousness of the irregularities evidenced or repeated non-compliance with the
obligations set forth in these regulations make it advisable. The exclusion from the ESG Bond Panel means that such a marketable security will
no longer be recognised by BYMA as an SVS bond, and consequently, corresponding modifications will be made in BYMA's computer systems in
order to remove the display provided in due course.
Likewise, in line with current regulations, the CNV reserves the right to apply corresponding disciplinary measures in the event of non-
compliance detected under their control.

10. What are the penalties for false or misleading The penalties are not specified.

ESG disclosures? Will your answer change
depending on whether the ESG disclosure was
mandatory or voluntary?

11. Is there a tiered disclosure system in your There is no tiered disclosure system in Argentina. However, we expect that more regulation will be sanctioned in this regard. This is because the
jurisdiction and are there any further ESG pandemic caused increased concern about environmental and social issues among investors around the world. In addition, in Argentina, the
disclosure requirements expected in your enactment of Argentine ESG regulations has grown on a large scale in recent years and will continue to do so.
jurisdiction in the near future?
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12. Is there a system of ESG certification or The CNV issued General Resolution 896, through which it published guidelines for the issuance of SVS bonds, where the importance of external
benchmarks that need to be met to have an ‘ESG reviewers in reinforcing the credibility of the tradable security label used as a vehicle to finance green and/or social projects was highlighted.
Approved/Compliant’ status? For example, is . : . L

PP iee P . R P In the same resolution, the CNV published the Guide for External Evaluators of SVS bonds, which is addressed to both those who perform
there a classification system for environmentally ) . ) . : L )
. Lo . . external review functions and those who potentially wish to perform them, in the hope that it will also be useful for other players in the
sustainable activities based on certain basic . . L . L : .
. L. thematic bond market. Its purpose is to provide information on the role and activity of external reviewers in the SVS bond market, and the
minimum standards that are objectively . -
. benefits of hiring them.
ascertainable and transparently reportable?
However, external reviewers are not subject to public offering regulation per se and, therefore, are not under the supervision of the CNV, except
in cases in which entities also act in other roles, which may be subject to regulation by the CNV, for example, external auditors and risk rating
agencies.
In particular, financial trusts with a public offering of their marketable securities and closed-end mutual funds whose special investment purpose
is constituted by marketable securities with ESG impact must have an external review prepared by an independent third party with experience
in environmental and/or social matters. Its report must comply with the requirements set forth in the listing regulations of the markets that
have specific segments or panels for these marketable securities. Notwithstanding the foregoing, for the purpose of the adequate disclosure of
information to the investing public, the prospectus or prospectus supplement must identify the independent third party in charge of the external
review, indicating at least its name or corporate name, the address of its office and, likewise, indicate its experience in the matter, through
credentials, certifications or any other element that provides evidence of its suitability to carry out the review.

13. Please give a brief overview of the nature and As explained above, the only companies required to make ESG disclosures are listed companies, ESG mutual funds and issuers of ESG bonds.
extent of ESG disclosures required to be made in . . . ) ) . . )

S 9 Issuers of ESG bonds must provide a brief description of the projects and amounts disbursed, including, where possible, the percentage of

your jurisdiction. . . : ) ; ) . : ; .

proceeds that have been allocated to different eligible sectors, different types of projects, financing and refinancing. In cases in which there are
confidentiality agreements that prevent the disclosure of certain information, such information may be disclosed in generic terms: the expected
impact of projects and assets; qualitative performance indicators; and, where feasible, quantitative performance measures of the impact of the
projects, and disclosure of the methodology and underlying assumptions used to prepare the performance indicators and metrics.
Listed companies must explain whether they have environmental or sustainability policies; if there are no such policies, such companies must
provide an explanation as to why the issuer's management believes they are not relevant to its business.
ESG mutual funds must provide information regarding ESG objectives; categories of eligible green, social or sustainable projects; eligibility
criteria to be applied; asset evaluation and selection process; exclusion criteria; and monitoring and reporting criteria, if any.

14. Is there a specific emphasis on climate change-related | Listed companies must provide information regarding whether they adopt internal environmental policies, and, if not, they must explain why.
disclosures as part of the ESG disclosure regime, if so, | For financial trusts, in the event that the fiduciary structure contemplates activities that are considered risky for the environment, information on
how does your jurisdiction require entities to make the environmental aspects involved and the measures adopted for the prevention of environmental damage must be included.
specific Climate Change disclosures? . . ) . . . . A

P 9 Regarding not-listed companies, they voluntarily use the recommendations of the Task Force on Climate-related Financial Disclosures (TCFD) as
guidelines. This is an organisation that aims to develop a set of voluntary climate-related financial risk exposures that companies can adopt to
inform investors and other members of the public about the risks associated with climate change.

15. Are the ESG disclosures standardised in your Companies are free as to the scope and form of the disclosures they make, within the provisions of question 12.
jurisdiction or do companies have latitude in terms of
the extent and manner of disclosures that they make?
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16. Is there clear guidance and a definition of Yes. The Guide for Socially Responsible Investment in the Argentine capital market of the CNV provides an exact definition of what socially
what applicable law envisages in terms of ESG responsible investment is, including and explaining ESG factors.
dlsclosures_, thatis to ask, does a!)p-llcable Iayv To refer to these, the CNV mentions that the consideration of ESG factors in investment analysis can lead to an improvement in the profitability
clearly define the scope of what is included in . . . . : ; -
Environmental, Social, and Governance? of. myestment portfollosl,l and also Iovyer gxposure to both current alnd futgre r.ISk.' In this sense, investment portfolios that apply sustainability

criteria will be more resilient to ESG risks in the future, such as the increasing incidence of extreme weather events or regulatory changes related
to environmental issues.

In the case of ESG mutual funds and companies that issue ESG bonds, ESG disclosures are regulated in the Normas CNV and BYMA regulations,
such as the ESG Bonus Guideline on the BYMA Panel or Regulations for the listing of negotiable obligations and/or government securities and
for their inclusion in the BYMA's panel of ESG bonds.

17. How are cross impacts between ESG goals measured | This is not regulated in Argentina.
or taken into account as part of applicable law?

For example, is an investment in a coal mining
company ESG compliant if the coal mining company
has effective gender diversity policies? Or are

these goals taken into account as a whole when
measuring ESG compliance?

18. In your view, has ESG disclosure regulation in your | Itis true that ESG disclosure regulation has created a burden for companies in the sense that it is information that they have to collect
jurisdiction aided investor value creation, or has it and publish, and policies that they have to implement that they did not have to previously. However, we believe that this is a fundamental
created a greater compliance burden for companies | advance that must happen within companies and in Argentine investment, for the benefit of both external stakeholders and management
without creating investor value? Or does the decision-making. Investors need to be able to know whether companies that claim to be sustainable are actually taking action to implement
answer lie somewhere in the middle? sustainability. Such disclosures are an important consideration in the evaluation of company performance and future growth.

19. Would your clients like to see a greater, more Yes, because through this, companies achieve an increase in investment and contribute to the development of projects that reduce the impact
transparent, clear and effective ESG disclosure on the environment. This is not only good for the company’s finances but also for the environment and society. Consumers, investors and other
regime than the one that exists presently? stakeholders are interested in knowing the impact that the company has on the social environment in which it operates. In particular, consumers

are increasingly aware of this when choosing the companies that they want to buy or where they want to work.

In response to this, the Secretariat of Environment (former Ministry of Environment and Sustainable Development) presented the National
Strategy for Sustainable Consumption and Production, which seeks to promote the decoupling of economic growth from environmental
degradation and intensive resource use towards a just transition.

The strategy is one of the products resulting from the activities of the project ‘Strengthening Technical and Institutional Capacities for
Sustainable Consumption and Production’ and contributes to SDG 12, which establishes guaranteeing sustainable consumption and production
patterns.

20. Are there any specific mandatory ESG disclosure Asides from the disclosures set forth in our answers to questions 2 and 13, there are no other mandatory ESG disclosure requirements.
requirements, including rules aimed at preventing However, the CNV has issued a non-mandatory guide for voluntary reporting and voluntary disclosure of ESG information, which aims to
greenwashing, in connection with securities issues persuade listed entities to incorporate international principles for ESG disclosures, thus mitigating the risk of greenwashing.
imposed by law or regulators (ie, other than regular
disclosures in connection with financial reports and/
or sustainability or similar reports)?
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21.

Have you seen any development with regard to
ESG disclosures in connection with securities issues
or the regulatory authority’s approach towards
such disclosures, in particular with regard to
greenwashing issues?

We are not aware of any developments in this regard.

22,

Are you aware of any claims brought, eg, by
investors or regulatory authorities, due to
incorrect/incomplete/misleading ESG disclosures in
connection with securities issues in your jurisdiction
(eg, in relation to greenwashing)?

We are not aware of any claims initiated due to incorrect/incomplete/misleading ESG disclosures.

23.

If there is a regular ESG disclosure requirement

for companies in your jurisdiction, such as a
sustainability report, what are the mandatory
external certification/assurance requirements in
connection with such a sustainability report or in
connection with any other ESG disclosures that

are required to be made (or have been voluntarily
disclosed) in your jurisdiction as part of the
company'’s annual reporting obligations? Which party
can perform the assurance or give such certification?

There are no mandatory certification requirements for ESG reports. The CNV recommends that listed companies issue a Social and
Environmental Responsibility Report on an annual basis, which should be verified by an independent external auditor. However, there are no
legal requirements with regards to the content or procedure for the verification of such report by the external auditor.

24.

What kind of developments have you seen in relation
to board oversight and governance of ESG matters?

There is a growing trend in listed companies’ boards, with regards to supervision of compliance with ESG standards. Chief executive officers
have acknowledged that communicating the application of ESG standards strengthens the companies’ relationship with stakeholders and
generates a relationship of trust based on transparency.

25.

How are the following standards affecting the
companies in your jurisdiction or how do you see
your clients planning for them in the future:

¢ the sustainability disclosure standards published
by the International Sustainability Standards
Board (ISSB) in June;

e the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));

¢ the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and

¢ the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

The CNV’s guide for voluntary reporting and voluntary disclosure of ESG has incorporated the ISSB’s, CSRD’s and TNFD's standards and
encourages all listed entities to comply with them. However, as previously mentioned, this guide is not mandatory.
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26. In your view, do the companies subject to disclosure | Yes, as mentioned in question 2, current regulations expressly exclude small and medium-sized enterprises (SMEs) from disclosure requirements.
requirements have the necessary capability and Thus, the companies that are subject to disclosure requirements have the necessary capabilities and resources to comply with such requirements.
resources to make the required disclosures?

27. Is it mandatory for companies to set climate-related | There are no regulations providing for mandatory compliance with climate-related targets. However, CNV regulations provide that companies
targets? shall provide information in their annual report, regarding their environmental or sustainability policy, including, if any, the main performance

indicators of the issuer in this matter, or, if they do not have such policies or indicators, they shall provide an explanation as to why the issuer’s
administrators consider that they are not relevant to their business.

28. If not mandatory, is a voluntary commitment Yes, climate-related targets are widespread among Argentinian listed entities.
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/

[sciencebasedtargets.org]) popular amongst the
companies in your jurisdiction?

29. What are the future trends that you envisage in We expect to have a clearer and more precise regulation regarding transparency that all listed companies must comply with, either in their
terms of ESG disclosures in your jurisdiction? financial statements or sustainability reports, regarding their application of ESG factors.

Specifically, and based on past practices, we expect that Argentine regulators will follow the trends of disclosure requirements enacted by the
regulators of more developed markets, such as the US and Europe.

30. Please provide your name, firm name, and a brief Luciano Ojea Quinta and Pablo Gayol, partners at Marval OFarrell Mairal.
biography (optional) about yourself.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Australia

Australia

1. Which jurisdiction are you covering?

Australia

2. Are ESG disclosures required to be mandatorily
made in your jurisdiction by market participants?

Australia has four forms of mandatory ESG reporting for market participants (together the ‘Mandatory Disclosures’):

1. Modern Slavery Act 2018 (Cth) (the ‘MS Act’): The MS Act requires certain large companies to publish annual Modern Slavery Statements on an
online, central register. These statements must explain what the entity is doing to assess and address the risks that modern slavery practices may be
occurring in its global and domestic operations and supply chains and the operations and supply chains of any entities it owns or controls.

2. Mandatory climate-related financial disclosures: in March 2024, the Australian government introduced the Treasury Laws Amendment
(Financial Market Infrastructure and Other Measures) Bill 2024 (Cth) (the ‘Bill’) to the House of Representatives. If enacted, the Bill will require
certain entities to submit a sustainability report disclosing climate-related risks and opportunities in accordance with sustainability standards. The
mandatory disclosure requirements are set to be phased in from 1 January 2025.

3. National Greenhouse and Energy Reporting Act 2007 (Cth) (the ‘NGER Act’): The NGER Act contains mandatory disclosures for certain
companies in relation to greenhouse gas (GHG) emissions, and energy production and consumption.

4. Workplace Gender Equality Act 2012 (Cth) (the "WGEA Act’): The WGEA ACT requires non-public sector employers that employ 100 or
more employees in total to register for the Gender Equality Reporting program and submit data (regarding workplace policies, gender equality,
gender targets, etc) to the Workplace Gender Equality Agency (WGEA) annually.

3. If ESG disclosures are required, is there a distinction
between the type and nature of the entity that is
required to make ESG disclosures?

Yes
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If there is a distinction, are any of these types of
entities not required to make ESG disclosures or
only limited disclosures are required depending on
whether they are, for example, private or public
unlisted companies? Are there any thresholds

that need to be met before mandatory disclosure
requirements are triggered?

1. Modern Slavery Act

Under the MS Act, companies must submit a report if they are an Australian entity or carry on business in Australia with a minimum annual
consolidated revenue of AUD$100m. This threshold is currently under review.

2. Climate-related financial disclosures

Companies which are required to prepare annual financial reports under Chapter 2M of the Corporations Act, and meet certain thresholds,
will be required to prepare sustainability reports. The largest entities (Group 1) will be required to submit sustainability reports for their financial
years commencing from 1 January 2025, Group 2 entities will be required to report from 1 July 2026 and Group 3 entities will need to report
from 1 July 2027. The thresholds for each group are detailed below:

e Group 1 companies include:
— Large entities which meet at least two of the below criteria:
o AU$500m or more consolidated revenue for the financial year;
o AU$1 billion or more consolidated gross assets at EOFY; or
o 500 FTE employees at EOFY, and
— NGER reporting entities who are above the following thresholds:
o 50 kt of greenhouse gas emissions;
o 200 TJ of energy produced; or
o 200 TJ of energy consumed.
e Group 2 companies include:
— Large entities which meet at least two of the below criteria:
o AU$200m or more consolidated revenue for the financial year;
o AU$500m or more consolidated gross assets at EOFY; or
o 250 FTE employees at EOFY;
— NGER reporting entities which do not meet the thresholds of Group 1 companies; and
— Asset owners with AUD$5 billion or more consolidated gross assets at EOFY.
e Group 3 companies include entities which meet at least two of the below criteria:
— AU$50m or more consolidated revenue for the financial year;
— AU$25m or more consolidated gross assets at EOFY; or

— 100 FTE employees at EOFY.
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3. NGER Act

Controlling corporations and group members which have operational control over a NGER facility in Australia (meaning an activity or series
of activities which generate GHG emissions, produce energy or consume energy) must report under the NGER Act if they reach the ‘facility
thresholds’ or ‘corporate group thresholds’. The facility thresholds are:

e 25,000 tonnes or more of carbon dioxide equivalence (CO2-e) (Scope 1 and Scope 2 emissions)

e production of 100 terajoules (TJ) or more of energy, or

e consumption of 100 TJ or more of energy.

The corporate group thresholds are

¢ 50,000 tonnes or more of CO2-e (Scope 1 and Scope 2 emissions)

e production of 200 TJ or more of energy, or

e consumption of 200 TJ or more of energy.

If a company/group only triggers facility level thresholds, it will only need to report on the individual facilities that reach the facility thresholds.

Once a company/group reaches a corporate threshold, it must report on all group facilities, regardless of whether individual facilities reach
facility thresholds.

4. WGEA Act

All non-public sector employers that employ 100 or more employees in total must complete and submit a Reporting Questionnaire to the WGEA.

What are the circumstances in which such ESG
disclosures are triggered? That is to ask, are ESG
disclosures triggered in case of certain transactions
only, or are ESG disclosures required to be made on
a continuous annual reporting basis or both?

The Mandatory Disclosures are required on an annual basis.

In the case of mandatory disclosures, are disclosures
required in the form of separate ESG reports?

The Mandatory Disclosures are all governed by separate pieces of legislation and companies are required to prepare and submit separate
reports/questionnaires.
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7. What is the location of the ESG disclosure (eg, SEC 1. Modern Slavery Act
filings, sustainability reports, company website)? ) ) )

9 yrep pany ) Modern Slavery reports must be provided to the Australian Government (to the Attorney General's Department). They are then published on the
public Modern Slavery Statements Register.
2. Climate-related financial disclosures
Climate-related financial disclosures will sit within a sustainability report, which will be contained in an entity’s annual report which is lodged
with the Australian Securities and Investment Commission (ASIC).
3. NGER Act
Reports required under the NGER Act must be submitted through the Emissions and Energy Reporting System, which is maintained by the Clean
Energy Regulator.
4. WGEA Act
Reports/questionnaires required under the WGEA Act are submitted through the WGEA Portal.

8. In the case that there is no mandatory disclosure Yes — some corporates are making voluntary disclosures, particularly in alignment with the International Sustainability Standards Board (ISSB),
requirement, do you nevertheless find that Sustainability Accounting Standards Board (SASB), Taskforce on Nature-related Financial Disclosures (TNFD), Global Reporting Initiative (GRI) and
corporates are voluntarily making ESG disclosures Principles for Responsible Investment (PRI) guidelines.
in your jurisdiction as a result of investor
expectations?

9. What is the name of the regulator in your Regulators which monitor the Mandatory Disclosures are:
jurisdiction that it ESG discl li
jurisdiction that mon or_s sclosure C.Omp |ar3ce 1. Modern Slavery Statements: Attorney General’s Department;
and what are the penalties for non-compliance with
mandatory ESG disclosures, if applicable? Are there | 2. Climate-related financial disclosures: ASIC, the Australian Accounting Standards Board (AASB) and the Australian Auditing and Assurance
any grace periods? Standards Board (AUASB);

3. NGER Act: Clean Energy Regulator; and

4. WGEA Act: Workplace Gender Equality Agency.

Other regulators involved in monitoring ESG compliance are the Australia Competition and Consumer Commission (ACCC) and The Department
of Climate Change, Energy, the Environment and Water.
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10. What are the penalties for false or misleading ESG 1. Modern Slavery
disclosures? Will your answer change dependin ) : . . ) .
y . 9 P 9 There are currently no penalties for failure to comply with the MS Act. In 2023, a review of the MS Act proposed that penalties be introduced
on whether the ESG disclosure was mandatory or : ) ) . . . . . . . .
voluntary? if a company fails to submit a statement and if a statement is submitted with materially false information. It is currently proposed that these
’ penalty provisions would not apply to entities within the $50-$100M reporting band until two years after they become subject to the reporting
requirements in the MS Act.
2. Climate-related financial disclosures
If ASIC considers a statement in a sustainability report is incorrect or misleading, it may direct the relevant entity to explain the statement,
correct the statement or confirm the statement is correct. It is an offence of strict liability not to comply with a direction from ASIC within the
specified time or, if not specified, a reasonable time, attracting a maximum penalty of 60 penalty units (AU$18,780). Directors of reporting
entities will also be required to submit a directors’ declaration that statements submitted in a sustainability report have been prepared
in compliance with the forthcoming legislation. Directors may face personal liability risks where misleading statements or omissions in a
sustainability report are deemed a result of a breach of a directors’ duty of care, and liability risks, for example civil penalties under s 344 of the
Corporations Act if they fail to take all reasonable steps to ensure their company’s compliance with its sustainability reporting obligations.
3. NGER ACTAU
The maximum penalty for providing false or misleading information is 60 penalty units ($18,780).
WGEA Act: there are currently no penalties for non-compliance/providing misleading information under the WGEA Act. If entities do not
comply, the WGEA may report that entity to the Minister or name the employer publicly. The employer may also be restricted from being
eligible to tender for government contracts.
ASIC and the ACCC are also currently taking enforcement action against companies who make false or misleading statements about their
sustainability practices (see question 22 for further details).
11. Is there a tiered disclosure system in your As outlined above, the introduction of the mandatory climate-related financial disclosures is expected to be phased in from 1 January 2025.
jurisdiction and are there any further ESG disclosure
requirements expected in your jurisdiction in the
near future?
12. Is there a system of ESG certification or No.
benchmarks that need to be met to have an ‘ESG
Approved/Compliant’ status? For example, is
there a classification system for environmentally
sustainable activities based on certain basic
minimum standards that are objectively
ascertainable and transparently reportable?
13. Please give a brief overview of the nature and As detailed in previous answers, the ESG disclosures which are currently required in Australia relate to modern slavery, gender pay equity,
extent of ESG disclosures required to be made in GHGs and energy production/consumption. There is also currently a focus on climate control with proposed climate-related financial disclosures
your jurisdiction. required from 1 January 2025.
14. Is there a specific emphasis on climate change- As highlighted in previous answers, there has recently been an emphasis on climate change-related disclosures with the proposed introduction
related disclosures as part of the ESG disclosure of mandatory sustainability reports disclosing climate-related risks and opportunities in accordance with sustainability standards.
regime, if so, how does your jurisdiction require
entities to make specific Climate Change
disclosures?
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15. Are the ESG disclosures standardised in your The Mandatory Disclosures are standardised; if a company meets the relevant thresholds it must submit a report which is compliant with the
jurisdiction or do companies have latitude in relevant legislation.

::;T:hc:yt:‘ea::;ent and manner of disclosures ESG disclosures which are voluntary are not standardised; however, there are the following frameworks and guidelines in place to guide and
improve the quality and consistency of voluntary disclosures:

e ASX Corporate Governance Principles and Recommendations: For companies listed on the Australian Securities Exchange (ASX), the ASX
Corporate Governance Principles and Recommendations provide guidance on ESG disclosures. These principles encourage transparency in
areas such as environmental impact, social responsibility and governance practices. The principles are framed in a ‘comply or explain’ manner,
meaning companies are expected to either comply with/follow the recommendations or explain why they do not.

e Corporations Act: The Corporations Act requires listed companies to disclose information that is material to their business and financial
performance, which includes certain ESG factors. However, the Corporations Act does not prescribe specific ESG metrics or standards, leading
to some variation in how companies report on these issues. The introduction of the mandatory climate-related financial disclosures will
provide some level of standardisation for reporting required under the Corporations Act.

e Guidance from ASIC: ASIC has issued guidance on ESG reporting, emphasising that disclosures should be clear, accurate, and not misleading.
ASIC’s guidelines aim to improve the quality of ESG disclosures but do not establish a standardised format for all companies.

16. Is there clear guidance and a definition of N/A — the current mandatory ESG disclosure laws in Australia do not include a definition of ESG.
what applicable law envisages in terms of ESG
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in
Environmental, Social, and Governance?

17. How are cross impacts between ESG goals measured | N/A — the current mandatory ESG disclosure laws in Australia do not account for cross impacts between ESG goals.
or taken into account as part of applicable law?

For example, is an investment in a coal mining
company ESG compliant if the coal mining company
has effective gender diversity policies? Or are

these goals taken into account as a whole when
measuring ESG compliance?

18. In your view, has ESG disclosure regulation in your | The Mandatory Disclosures have had both positive and challenging impacts. As each of the Mandatory Disclosures is regulated through separate
jurisdiction aided investor value creation, or has it pieces of legislation and different regulators, they have created additional and time-consuming compliance requirements for companies.
created a greater compliance burden for companies . . - .
without creating investor value? Or does the Hovygver, they have alsg enhanced ’.[ransparency and carl1 corlmFrlbute to long-term vglue creation by helping |nvestqrs make more informed
answer lie somewhere in the middle? ldecmons and ehFourag|ng compan|es to lfocus on sus'ta|nab|l|'ty. The overall effgct is a balance between the benefits of better-informed

investment decisions and the high costs/time consuming requirements of compliance.

19. Would your clients like to see a greater, more Generally, yes. The current ESG disclosure regime in Australia is somewhat fragmented with companies required to lodge multiple reports with
transparent, clear and effective ESG disclosure multiple regulators. Companies and investors often face challenges due to varying standards and frameworks, which can create ambiguity in
regime than the one that exists presently? compliance. A more unified and transparent regime would help clarify expectations and reduce the complexity associated with ESG reporting.

Australian clients are increasingly looking for alignment with global ESG standards and frameworks, such as those from the IFRS Foundation

and GRI.
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20.

Are there any specific mandatory ESG disclosure
requirements, including rules aimed at preventing
greenwashing, in connection with securities issues
imposed by law or regulators (ie, other than regular
disclosures in connection with financial reports and/
or sustainability or similar reports)?

There are currently no specific, mandatory ESG disclosure requirements aimed at preventing greenwashing. However, ASIC and the ACCC have
recently commenced proceedings in the Federal Court in an attempt to combat greenwashing (see question 22 for further details).

21.

Have you seen any development with regard to
ESG disclosures in connection with securities issues
or the regulatory authority’s approach towards
such disclosures, in particular with regard to
greenwashing issues?

Yes, there have been recent developments in Australia regarding greenwashing issues in particular:

e Updated guidance and enforcement action: ASIC has issued guidance on ESG reporting, emphasising the need for companies to provide
clear, consistent, and comprehensive information about their ESG practices and performance. This includes the expectation that companies
disclose material ESG risks and how they are managed. ASIC's guidance aims to improve the quality and reliability of ESG disclosures and to
address concerns about misleading or inadequate information. ASIC has launched civil proceedings in an attempt to combat greenwashing.

e Sustainable Finance Roadmap: The Australian government has released the Sustainable Finance Roadmap, which outlines a strategy to
improve the integration of ESG factors into the financial system. The Roadmap is part of a broader effort to support sustainable finance and
ensure that ESG claims are credible and accurately reported.

22.

Are you aware of any claims brought, eg, by
investors or regulatory authorities, due to
incorrect/incomplete/misleading ESG disclosures in
connection with securities issues in your jurisdiction
(eg, in relation to greenwashing)?

ASIC has brought civil penalty cases against Vanguard Investments Australia Ltd (Vanguard), Mercer Superannuation (Australia) Limited (Mercer)
and LGSS Pty Ltd (LGSS) in an effort to combat greenwashing. ASIC has been successful in all three cases:

e ASIC was successful in its case against Mercer with the Federal Court ordering that Mercer pay pecuniary penalties totalling AU$11.3m
after admitting to making misleading statements about the sustainable nature and characteristics of some of its superannuation investment
options (in contravention of ss12DB(a) and 12DF(1) of the ASIC Act 2001). The Court also ordered that Mercer publish a notice on its website
notifying the public of the false and misleading statements. Mercer was also ordered to pay ASIC's costs of and incidental to the proceeding,
and the expenses of the investigation under s91 ASIC Act 2001, in the agreed sum of AU$200,000.

e ASIC was successful in its case against Vanguard with the Federal Court finding Vanguard had made false or misleading representations and
engaged in conduct that was liable to mislead the public in relation to an ‘ethically conscious’ fund offering (in breach of the ASIC Act). It
remains to be seen what the Court will order in terms of pecuniary penalties and adverse publicity orders.

e On 5 June 2024, the Federal Court found that LGSS, as the trustee of the superannuation fund now known as Active Super made false or
misleading representations and engaged in conduct that was liable to mislead the public about its ESG credentials (in breach of the ASIC Act).
[t remains to be seen what the Court will order in terms of pecuniary penalties and adverse publicity orders.

The ACCC has also commenced proceedings in the Federal Court of Australia against Clorox Australia Pty Ltd (Clorox) for allegedly making
false or misleading representations that its GLAD-branded kitchen tidy and garbage bags were made of ‘50 per cent ocean plastic’. Clorox is
contesting the allegations and there has not yet been any admission finding that the claims are misleading under the ACL.
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relation to board oversight and governance of
ESG matters?

23. If there is a regular ESG disclosure requirement There is currently no uniform, external certification or assurance requirement for ESG disclosures in Australia, however, with the introduction of
for companies in your jurisdiction, such as a the mandatory climate-related financial disclosures, entities will have to obtain an assurance report from their financial auditors in relation to
sustainability report, what are the mandatory their climate disclosures. The AUASB are currently developing relevant assurance standards in line with IAASB’s final standard.
external certification/assurance requirements ) ) " ) N .

. . . . . Some companies are also voluntarily obtaining assurance for their sustainability reports to enhance credibility and stakeholder trust.
in connection with such a sustainability report
or in connection with any other ESG disclosures | The following parties are generally authorised to perform external assurances:
that are required to be made (or have been L ) ) )
. . . S e accounting firms (including Deloitte, PwC, EY, and KPMG);
voluntarily disclosed) in your jurisdiction as part
of the company’s annual reporting obligations? e specialised ESG assurance providers; and
Which party can perform the assurance or give ) . ) . ) ) - ) .
such certification? e companies may have internal audit functions that review ESG disclosures. However, this internal review does not provide the same level of
independent verification as external assurance.
24, What kind of developments have you seen in Recent developments in relation to board oversight include:

e Anincreased focus on integrating ESG issues and risks in governance frameworks and ensuring reports are accurate;

e The adoption of more robust governance practices concerning ESG issues. The Australian Institute of Company Directors (AICD) and other
professional bodies have been advocating for improved ESG literacy among directors and the incorporation of ESG factors into decision-
making processes;

e Investors are increasingly prioritising ESG factors which has led to greater board accountability;

e There is a focus on diversity and inclusion with companies being encouraged or required to disclose diversity statistics and strategies to
promote gender equality and broader representation;

e Some Australian companies are linking executive remuneration to ESG performance. This development aligns executives’ incentives with the
company’s ESG goals, promoting a stronger focus on long-term sustainability; and

e There is an evolving understanding of directors’ fiduciary duties in relation to ESG matters. Courts and legal interpretations are increasingly
acknowledging that boards have a duty to consider ESG risks and opportunities as part of their overall duty of care and diligence.
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25. How are the following standards affecting the Australian companies are increasingly adapting to these international standards and frameworks, reflecting a broader trend towards more
companies in your jurisdiction or how do you see rigorous and standardised ESG reporting. This involves aligning reporting practices with global benchmarks, investing in new systems and
your clients planning for them in the future: processes, and enhancing transparency to meet both regulatory and investor expectations.
¢ the sustainability disclosure standards published

by the International Sustainability Standards
Board (ISSB) in June;

o the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));

e the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and

¢ the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

26. In your view, do the companies subject to disclosure | Whether companies have the resources and capability required to comply with the requirements of the Mandatory Disclosures often depends on
requirements have the necessary capability and the size of the company:
resources to make the required disclosures? . ) . . ) . . . .

9 e Large/listed companies: Larger companies often have more resources and established frameworks which assist with reporting requirements.
However, larger companies often have the strictest and most complex reporting/disclosure requirements which can make it more challenging
to keep up with and comply with regulatory changes.

e Medium-sized companies: Medium-sized companies may have varying levels of capability and resources. Some are well-equipped to handle
ESG disclosures, particularly those that operate in industries with significant ESG impacts. However, some medium-sized companies often
face resource constraints compared to larger companies. They may lack dedicated sustainability teams and sophisticated reporting systems,
making it difficult to comply with reporting requirements.

e Small companies: Small companies generally have fewer resources and less capability for comprehensive ESG reporting; however, they often
have less reporting/disclosure requirements than larger companies.

Compliance, in particular, with the forthcoming climate-related financial disclosure regime will require comprehensive data collection and

assessment, including undertaking scenario analysis and preparation of climate transition plans. In-scope entities will require ample resources to
comply with these requirements and would be well advised to commence preparations sufficiently in advance of their reporting obligations to
ensure they have, or invest in building, the necessary capability and resources to make the required disclosures.

27. Is it mandatory for companies to set climate-related | No.
targets?

28. If not mandatory, is a voluntary commitment Voluntary commitment to climate-related targets in Australia varies across different sectors and company sizes. The introduction of the
to climate-related targets, such as science- mandatory climate-related financial disclosures will likely encourage more companies to adopt commitments to climate-related targets.
based targets (https://sciencebasedtargets.org/ : o . ) S . . ) .

. Investors and financial institutions are also increasingly prioritising ESG factors. Many companies are voluntarily setting science-based targets to

[sciencebasedtargets.org]) popular amongst the . . . . .

L P attract investment, enhance their market reputation, and remain competitive.

companies in your jurisdiction?
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29.

What are the future trends that you envisage in
terms of ESG disclosures in your jurisdiction?

ESG disclosures in Australia will likely evolve significantly in the next few years to keep up with market expectations and international standards.

The recent adoption of the Corporate Sustainability Due Diligence Directive (CS3D) in July 2024, introducing mandatory human rights and
environmental due diligence requirements for large EU and non-EU companies, signals a shift towards global government policy on corporate
sustainability reporting, which may catalyse efforts towards similar measures in Australia.

[t is likely further ESG regulations will be introduced such as broader ESG reporting requirements which will require companies to submit
detailed reporting on social and governance aspects, such as diversity and inclusion, employee satisfaction human rights, and supply chain
sustainability. ASIC is increasingly focusing on ESG disclosures, and future regulations may reflect its guidance on ensuring that ESG reporting is
material, accurate, and aligned with investor expectations.

Australian ESG disclosures will likely continue to align with international frameworks, such as the GRI and the SASB.

30.

Please provide your name, firm name, and a brief
biography (optional) about yourself.

Tim Gordon — Gilbert + Tobin
Tim is the Executive Partner of Gilbert + Tobin and Head of Corporate Advisory.

In his corporate advisory practice, Tim advises listed companies and Australian and offshore private equity fund managers in relation to M&A,
capital raisings, joint ventures, corporate restructurings and regulatory investigations.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Austria

Austria

Which jurisdiction are you covering?

Austria

Austrian ESG-related disclosure provisions are, in particular, included in the Austrian Enterprise Act (Unternehmensgesetzbuch or UGB) and
were implemented for the national implementation of Directive 2014/95/EU of the European Parliament and of the Council of 22 October 2014
amending Directive 2013/34/EU as regards disclosure of non-financial and diversity information by certain large undertakings and groups (the
NFRD).

Directly applicable EU regulations, for example, Regulation (EU) 2020/852 of the European Parliament and of the Council of 18 June 2020

on the establishment of a framework to facilitate sustainable investment, and amending Regulation (EU) 2019/2088 (the ‘EU Taxonomy
Regulation’) provide a framework on the basis of which common standards have been developed by market associations, for example, the
International Capital Markets Association, which, though not mandatory law, are adhered to in the disclosure practices of market participants,
in particular, in the bond market. In addition to disclosure provisions, numerous ESG-related regulations are in place and cover, for example,
equal treatment, environmental impact, water rights, waste management and labour protection for the employment of disabled employees.

Additional requirements are expected following initiatives at the EU level, such as the transposition of the Corporate Sustainability Reporting
Directive (the CSRD). The CSRD, which came into force at the beginning of 2023 and was slated for implementation by 6 July 2024, significantly
extends the existing reporting obligations and widens the circle of companies obliged to report.

From 2025, all companies that are already obliged to report under the NFRD will be required to apply the new and stricter CSRD standards for
reporting their business activities in 2024. As of 2026, the reporting obligations under the CSRD will expand to a wider group of companies
fulfilling specific requirements. The obligations and their commencement date depend on whether the companies are large public-interest
companies, large companies, listed small and medium-sized entities (SMEs) or other non-listed SMEs. Under the CSRD framework, companies
are required to report on many ESG-related subjects and issues, including:

54

International Bar Association Securities and Capital Markets Committee



e business model and strategy (including the implementation of time-bound targets);

e organisation and governance (including board and executive composition as well as their skills and expertise, the company’s business ethics, etc);
e environmental factors (including climate change mitigation/adaption, greenhouse gas emissions, water resources, pollution, etc);

e human rights factors (including equal treatment, working conditions);

e social impact (including employee wellbeing, labour practices, community engagement); and

e supply chain reporting (if applicable).

The CSRD also introduces an external audit requirement for sustainability reporting and requires publication of the reports in a digital and
machine-readable format. Non-compliance can lead to penalties and loss of investment. It also requires companies bound by it to apply a
‘double materiality’ disclosure principle, meaning they are obliged to report on how sustainability issues affect their businesses and how their
business affects the environment and people.

2. Are ESG disclosures required to be mandatorily ESG-related disclosures about non-financial issues are, in particular, required for large corporations (s 221, para 5 of the UGB) with a public
made in your jurisdiction by market participants? interest (s 189a No 1 of the UGB) that employ more than 500 employees on an annual average. In addition, the specific laws mentioned under

question 1 provide for certain additional ESG disclosure requirements, depending on their subject matter. The non-financial statement shall
include information that is necessary for an understanding of the development and performance of the business, the position of the company
and the impact of its activities, and shall, at a minimum, address environmental, social and labour issues; respect for human rights; and the fight
against corruption and bribery. The analysis shall explain the non-financial performance indicators by reference to the amounts and disclosures
reported in the financial statements.

Further, under the CSRD framework, additional obligations will follow (see question 1 above).

3. If ESG disclosures are required, is there a distinction | Large corporations with a public interest are obliged to make certain ESG-related (non-financial information) disclosures either in the
between the type and nature of the entity that is management report (Lagebericht) or a separate report. For other disclosure obligations based on other laws, the specific way of disclosing
required to make ESG disclosures? information is provided for in each individual regulation. There is no uniform disclosure obligation for the various types of laws. This will also not

change after the CSRD framework applies.

4. If there is a distinction, are any of these types of See the answers to questions 2 and 3: only large corporations with a public interest that employ more than 500 employees on an annual
entities not required to make ESG disclosures or average are required to make ESG-specific disclosures in their management report or a specific ESG report. This applies to all listed companies
only limited disclosures are required depending on and to non-listed companies in the case that materiality thresholds are exceeded.
whether they are, for example, private or public
unlisted companies? Are there any thresholds
that need to be met before mandatory disclosure
requirements are triggered?

5. What are the circumstances in which such ESG In addition to specific disclosure obligations that may arise in the individual acts mentioned as examples in the answer to question 1 above,
disclosures are triggered? That is to ask, are ESG the disclosure obligations for large corporations with a public interest that employ more than 500 employees on an annual average are not
disclosures triggered in case of certain transactions | triggered in the case of certain transactions only but are to be fulfilled on a continuous annual reporting basis.
only, or are ESG disclosures required to be made on ) . - s o o . .

v . . q . For issuers of ESG-related financial instruments, their disclosure obligation is measured by the obligation pursuant to section 22 of the Austrian
a continuous annual reporting basis or both? . ) ) . . Lo .
Capital Markets Act 2019, in which, pursuant to the knowledge of the persons responsible for the prospectus, the information in the prospectus is
correct and no information is missing that may change the meaning of the prospectus and the supplements thereto. Issuers have therefore resorted
to the market standard disclosure formulations developed by organisations such as the International Capital Markets Association.

6. In the case of mandatory disclosures, are disclosures | See the answer to question 3: The addressees of the obligation are entitled to make certain ESG-related (non-financial information) disclosures

required in the form of separate ESG reports? either in the management report (Lagebericht) or a separate report.
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What is the location of the ESG disclosure (eg, SEC
filings, sustainability reports, company website)?

See the answer to question 3: The addressees of the obligation are entitled to make certain ESG-related (non-financial information) disclosures
either in the management report (Lagebericht) or a separate report.

In any case, a listed company needs to publish information on its website. In relation to issuers of ESG-related financial instruments, ESG
disclosure must be undertaken within the offering document (prospectus).

The European Securities Markets Authority (ESMA) recently issued a statement (ESMA32-1399193447-441) aiming to promote coordinated
action by the EU national competent authorities (NCAs) with regard to sustainability disclosure in securities prospectuses which are subject to
requirements of Regulation (EU) 2017/1129 (‘Prospectus Regulation’).

These recommendations are considered by issuers and their advisers when drawing up prospectuses as the Austrian Financial Market Authority
(FMA) requires compliance with the ESMA guidance when approving a prospectus.

In the case that there is no mandatory disclosure
requirement, do you nevertheless find that
corporates are voluntarily making ESG disclosures
in your jurisdiction as a result of investor
expectations?

Several companies have developed ESG-related disclosure standards that go beyond the legal minimum requirements, in particular if required
by customers, investors/market participants, or in view of employee satisfaction and brand awareness. Accordingly, we expect that this may
also put pressure on other non-listed or smaller companies to go the extra mile for ESG disclosure in the future. Due to the positive reception of
ESG-related financial instruments on the market, which has resulted in lower financing costs, corporates have voluntarily increased disclosures
on their ESG-related financial instruments. In particular, regarding sustainability-linked bonds, disclosure obligations can be extensive. The Green
Bond Principles developed by the International Capital Markets Association, for example, foresee a yearly evaluation by an independent entity
on whether the relevant indicators in the terms and conditions of the financial instrument have been met or adhered to.

It can be assumed that European standards, such as the EU Green Bond Standard (EU GBS), based on Regulation (EU) 2023/2631 of the
European Parliament and of the Council of 22 November 2023 on European Green Bonds and optional disclosures for bonds marketed as
environmentally sustainable and for sustainability-linked bonds, as well as the ICMA Green Bond Standards will further support the development
of a standardised market approach for green financial instruments in the European Economic Area (EEA), including Austria.

What is the name of the regulator in your
jurisdiction that monitors ESG disclosure compliance
and what are the penalties for non-compliance with
mandatory ESG disclosures, if applicable? Are there
any grace periods?

In Austria, several regulators and parties are included in the monitoring of ESG disclosure compliance. These include, inter alia:
e the auditor of the financial statements (Abschlusspriifer) pursuant to section 269 paragraph 3 of the UGB;

e the competent commercial court (Firmenbuchgericht) according to section 282 of the UGB;

e the Austrian Ministry of the Interior (in particular, for the protection of human rights);

e the Austrian Ministry of Economy, Family and Youth (in particular for family affairs and the general implementation of the Austrian Enterprise
Act, as well as the issuance of gas trading permits);

e the Austrian Ministry of Agriculture, Forestry, Environment and Water Management (for general environmental affairs);
e the Austrian Ministry of Transport, Innovation and Technology (in particular for environmental impact assessment procedures);

e several organisations and NGOs (responsible for the protection and the promotion of nature, animals and the environment, as well as
employees’ rights); and

e the Austrian Financial Market Authority (FMA).

Regarding disclosures on ESG-related financial instruments, the FMA analyses disclosures for ‘completeness, comprehensibility and consistency’
pursuant to Article 20 (4) of the Prospectus Regulation during the approval process for the relevant prospectus. Further, as outlined in question
7 above, the FMA requires compliance with the ESMA sustainability disclosure in securities prospectuses. Failing the fulfilment of such
requirements, the approval of the prospectus may be denied by the FMA.
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10. What are the penalties for false or misleading ESG Mandatory penalties (Zwangsstrafen) pursuant to s 283 of the UGB could be imposed.
disclosures? Will your answer change dependin . . . ) . .
Y . 9 P 9 Poor ESG standards may be detrimental to the reputation of a company, in particular for listed companies.
on whether the ESG disclosure was mandatory or
voluntary? Reputational risk and potential litigation (lawsuits), in particular regarding false or misleading disclosure in prospectuses, are two of the main
risks.
For further penalties under the CSRD framework, see our responses under question 1 above.

11. Is there a tiered disclosure system in your N/A; as to the CSRD changes, see our responses under question 1 above.
jurisdiction and are there any further ESG disclosure
requirements expected in your jurisdiction in the
near future?

12. Is there a system of ESG certification or There are no mandatory benchmarks pursuant to applicable law. However, there are some aims to comply with certain ESG criteria (eg, the
benchmarks that need to be met to have an ‘ESG promotion of gender diversity has been a prominent topic in recent years — at least 30 per cent of board members must be female) and for
Approved/Compliant’ status? For example, is investors to conduct comprehensive due diligence with respect to ESG factors before entering into a transaction or a legal relationship with
there a classification system for environmentally relevant third parties.
sustainable activities based on certain basic : ) o . . " . . . .

.. .. In relation to ESG-related financial instruments, ‘ESG compliance’ is certified (or not) by the evaluation of the independent auditors to which the
minimum standards that are objectively . ) . . o o . L )
. issuer of the ESG-related financial instruments voluntarily submits itself. The terms and conditions of the ESG-related financial instruments, in

ascertainable and transparently reportable? ) ) L . o ) . ) . . L .
particular in sustainability-linked financial instruments, usually provide for a financial penalty for the issuer, that is, an automatic increase in the
interest rate on the financial instrument (step-up) should the specific targets or indicators not be met.
In relation to the envisaged EU GBS, the Commission’s proposal provides for voluntary applicability. Issuers can decide whether to commit
themselves to the EUGBS to use the ‘EU green bond’ designation. This designation is only available if issuers comply with the minimum
standards. This includes aligning the allocation of the net proceeds of EU green bonds to EU taxonomy-compliant use cases and providing a
high level of transparency on the use of funds.

13. Please give a brief overview of the nature and Under the reporting obligation pursuant to s 243b of the UGB, large corporations of public interest that employ an annual average of more
extent of ESG disclosures required to be made in than 500 employees must disclose information on:
your jurisdiction. . .

e environmental issues;

e social and employee issues;

e respect for human rights; and

e the fight against corruption and bribery.

In addition, a brief description of the business model and the due diligence processes applied are required. Further, under the CSRD framework,
additional obligations will follow (see question one above).

14. Is there a specific emphasis on climate change-related | N/A
disclosures as part of the ESG disclosure regime, if so,
how does your jurisdiction require entities to make
specific Climate Change disclosures?

15. Are the ESG disclosures standardised in your See the answers above.
jurisdiction or do companies have latitude in terms of
the extent and manner of disclosures that they make?
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16. Is there clear guidance and a definition of Yes, in ss 243 and 243b of the UGB.
V\{hat applicable I_aw envisages in te."“s of ESG No, there is no clearly defined scope for disclosure.
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in Further, under the CSRD framework, specific guidance will follow.
Environmental, Social, and Governance?

17. How are cross impacts between ESG goals measured | N/A
or taken into account as part of applicable law?

For example, is an investment in a coal mining
company ESG compliant if the coal mining company
has effective gender diversity policies? Or are

these goals taken into account as a whole when
measuring ESG compliance?

18. In your view, has ESG disclosure regulation in your | The answer lies somewhere in the middle. ESG has become a major issue for several investors and credit institutions, and is playing an
jurisdiction aided investor value creation, or has it increasingly important role, compared to 2015/2016. To a certain extent, ESG disclosure and ESG-linked financial instruments have created value
created a greater compliance burden for companies | for both investors and the market in Austria. Green issues have increasingly attracted investors from abroad and are playing an increasingly
without creating investor value? Or does the important role in financing assets needed for the low-carbon transition. This development may further support energy transition to low or
answer lie somewhere in the middle? zero-carbon sources. As a result of general trends, issuers and borrowers not complying with ESG standards or issuers/borrowers from harmful

industries (eg, oil and gas) face increasing hurdles and challenges when borrowing funds.

19. Would your clients like to see a greater, more The current disclosure regime is market-driven, for example, by lower prices for financial instruments, increased consumer attention and
transparent, clear and effective ESG disclosure reputational benefits. Therefore, clients undergo a cost-benefit analysis as to whether they will take on the additional disclosure burden.
regime than the one that exists presently? Compulsory disclosure requirements entail higher costs, but a transparent and effective ESG disclosure regime would lead to a reduction in

‘greenwashing’. Corresponding regulation would, in our opinion, aid clients that are already on the forefront of voluntary ESG disclosure at a
competitive level.

20. Are there any specific mandatory ESG disclosure No. The Prospectus Regulation framework for the required disclosure in prospectus encompasses a complete, accurate and non-misleading
requirements, including rules aimed at preventing disclosure of information. Further, as outlined above, ESG-related disclosures (based on ESAM guidance) have to be implemented in
greenwashing, in connection with securities issues prospectuses. Otherwise, the Austrian regulator FMA would not approve a prospectus.
imposed by law or regulators (ie, other than regular
disclosures in connection with financial reports and/
or sustainability or similar reports)?

21. Have you seen any development with regard to See our answers above.

ESG disclosures in connection with securities issues
or the regulatory authority’s approach towards
such disclosures, in particular with regard to
greenwashing issues?

22. Are you aware of any claims brought, eg, by There is no relevant Austrian case law available at this stage. However, investors are closely monitoring the ESG disclosures of companies.
investors or regulatory authorities, due to Further, ESG-related omissions are sometimes used as by activist shareholders or short analysts to support their positions.
incorrect/incomplete/misleading ESG disclosures in
connection with securities issues in your jurisdiction
(eg, in relation to greenwashing)?
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23.

If there is a regular ESG disclosure requirement

for companies in your jurisdiction, such as a
sustainability report, what are the mandatory
external certification/assurance requirements in
connection with such a sustainability report or in
connection with any other ESG disclosures that

are required to be made (or have been voluntarily
disclosed) in your jurisdiction as part of the
company'’s annual reporting obligations? Which party
can perform the assurance or give such certification?

ESG disclosure is constantly supported by special advisory and audit firms. There is no formal approval or certification aside from the auditors’
audit opinion for the financial statements required.

24.

What kind of developments have you seen in relation
to board oversight and governance of ESG matters?

See our answers at question 22 above. ESG matters have seen a significantly higher board attention and have become a crucial element for
company communications and disclosures. Hence, compliance with ESG obligations has been implemented in entities’ compliance frameworks.
Often, reporting lines or senior staff dealing with ESG matters are directly vis-a-vis the management board.

25.

How are the following standards affecting the
companies in your jurisdiction or how do you see
your clients planning for them in the future:

¢ the sustainability disclosure standards published
by the International Sustainability Standards
Board (ISSB) in June;

¢ the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));

¢ the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and

e the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

ISSB: The standards have become effective under IFRS for periods beginning on or after 1 January 2024.
CSRD: See answers above.

TNFD: N/A

TPT: N/A

26.

In your view, do the companies subject to disclosure
requirements have the necessary capability and
resources to make the required disclosures?

In our experience, companies have built up quite substantial internal resources for complying with ESG-related disclosure requirements.
Specialised advisers have also helped companies to prepare for upcoming increased disclosure obligations. Nevertheless, the disclosure
encompasses a constant process of learning and reassessing own disclosures according to best practice.

27.

Is it mandatory for companies to set climate-related
targets?

N/A

28.

If not mandatory, is a voluntary commitment
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/
[sciencebasedtargets.org]) popular amongst the
companies in your jurisdiction?

N/A
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29.

What are the future trends that you envisage in
terms of ESG disclosures in your jurisdiction?

Future trends are most likely to be guided by harmonisation by EU-wide applicable regulations, such as the CSRD and, in terms of capital
markets, the experiences with the EU standard for green bonds.

30.

Please provide your name, firm name, and a brief
biography (optional) about yourself.

Florian Khol is a partner at Binder Groésswang Attorneys at Law's Corporate/M&A and Capital Markets Team, and advises national and
international issuers, banks, listed companies and investment funds on domestic and cross-border transactions. He focuses on M&A
transactions, capital markets, capital market compliance, market abuse subjects and takeover law. He is listed in Chambers Global as one of the
leading lawyers in Corporate/M&A and Capital Markets and as a ‘highly regarded lawyer’ in IFLR1000.

Christoph Moser is a partner at Schonherr Attorneys at Law and co-heads the firm’s capital market practice. He specialises in equity, equity-
linked and debt capital market transactions, corporate finance and securities law, and has worked on several prominent equity capital
market (ECM) transactions, including initial public offerings (IPOs) and capital increases, debt capital market transactions and public takeover
matters. He is recognised as one of Austria’s leading capital markets experts by all relevant legal directories (Chambers, the Legal 500,
IFLR1000 and Juve).

Philipp Tagwerker is a counsel in Binder Grosswang Attorneys at Law's Corporate/M&A and Capital Markets Team, and has extensive experience
in finance transactions, regulatory and capital markets. He has a diploma in law from the University of Innsbruck and obtained a postgraduate
degree (MA) from the Johns Hopkins School of Advanced International Studies in 2013. He has been with Binder Grésswang since 2019 as an
attorney at law.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Belgium

Belgium

Which jurisdiction are you covering?

Belgium

Are ESG disclosures required to be
mandatorily made in your jurisdiction
by market participants?

The Non-Financial Reporting Directive 2014/95/EU (NFRD) and the Accounting Directive (2013/34/EU) (the ‘Accounting Directive’) have been transposed into
Belgian law and require entities in scope (large public-interest entities employing more than 500 employees, including companies listed on a regulated market)
to include certain ESG information in their annual report, corporate governance statement or a separate report. Note that in respect of ESG disclosures following
from NRFD, a ‘comply or explain” approach applied.

The NFRD will gradually be replaced by its successor, the Corporate Sustainability Reporting Directive 2022/2464 (CSRD), with the first disclosures having to be
made in 2025 in relation to the accounting year that started on or after 1 January 2024.

The CSRD expands the scope (more companies are subject to the CSRD, reporting requirements are more substantial and no comply or explain approach, except
for certain companies during a two-year transition period). The CSRD has not yet been transposed into Belgian law, but such transposal is expected to occur in
the course of 2024, so that reporting obligations will be effective in 2025.

The Sustainable Finance Disclosure Regulation 2019/2088 (SFDR) and Delegated Regulation 2023/363 require financial market participants (eg, an insurance
undertaking that makes available an insurance-based investment product, an investment firm that provides portfolio management, an institution for
occupational retirement provision) and financial advisers (eg, an insurance intermediary that provides insurance advice with regard to IBIPs, an investment firm
that provides investment advice) to inform investors about the sustainability risks that could have an impact on the value and return on their investments and
about the impact such investments could have on the environment and society.

Market participants should make this information available with regard to specific products via their websites and in product pre-contractual documents, such
as in prospectuses (the SFDR makes reference to three categories of funds: ‘grey’, ‘light green’ and ‘dark green’ funds), but also with respect to their respective
firm as a whole (via annual reports). Each market participant must have a sustainability policy (and report on how they incorporate sustainability risks into their
investment decisions).

Further on, we will mainly focus on the CSRD, since this mechanism is more relevant in practice than the SFDR.
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The Taxonomy Regulation 2020/852 requires undertakings that are subject to an obligation to publish non-financial information pursuant to the Accounting
Directive (as amended by the NFRD and the CSRD) to include in their non-financial statement or consolidated non-financial statement information on how and
to what extent the undertaking’s activities are associated with economic activities that qualify as environmentally sustainable under the Taxonomy Regulation
(and Delegated Acts establishing the specific criteria).

In particular, non-financial undertakings should disclose:

1. the proportion of their turnover derived from products or services associated with economic activities that qualify as environmentally sustainable under the
Taxonomy Regulation; and

2. the proportion of their capital expenditure and the proportion of their operating expenditure related to assets or processes associated with economic activities
that qualify as environmentally sustainable under the Taxonomy Regulation.

The recent International Financial Reporting Standards — Sustainability (IFRS S1/S2), adopted by the International Sustainability Standards Board (the ISSB) are
also worth mentioning. The purpose of IFRS S1/S2 (effective for annual reporting periods beginning on or after 1 January 2024) is to oblige an entity to disclose
information about its sustainability-related risks and opportunities that are expected to affect the entity’s cash flow, its access to finance or cost of capital over
the short, medium or long term. This information is aimed at users of general purpose financial reports allowing them to make decisions whether or not to
provide resources to the respective entity.

As for other IFRS Accounting Standards, the jurisdictions that apply these standards need to determine whether or not to make the IFRS S1/52 mandatory.
Since the European Commission has issued its own reporting standards (the European Sustainability Reporting Standards (ESRS) that will be applicable to CSRD
reporting), the European Commission has confirmed that it will continue to work together with the ISSB to optimise the interoperability of their respective
standards. The IFRS S$1/52 have thus not been adopted by the EU but have influenced and will continue to influence the ESRS.

The Belgian Financial Services and Markets Authority (‘FSMA') has issued non-binding recommendations for companies listed on a regulated market to improve
non-financial regulatory reporting. In addition, Euronext Brussels has also issued non-binding recommendations for issuers.

Certain regulations only apply to specific sectors (such as mandatory disclosures pursuant to the Conflict Mineral Regulations Deforestation Regulation,
Batteries Regulation, Forced Labour Regulation). For example, under the Deforestation Regulation, operators who do not fall within the categories of small
and medium-sized undertakings, including microenterprises, or natural persons shall, on an annual basis, publicly report as widely as possible, including
via the internet, on their due diligence system (to make sure that their products are deforestation-free), including on the steps taken by them to fulfil their
obligations. Furthermore, the National Bank of Belgium (NBB) requires credit and (re)insurance institutions to collect and report information on the energy
efficiency of their real estate exposures.
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If ESG disclosures are required, is
there a distinction between the
type and nature of the entity that is
required to make ESG disclosures?

NFRD-related ESG disclosures are mandatory for ‘public-interest entities’, which covers:
e listed companies;

e credit institutions;

e (re-)insurance companies; and

e central securities depositories.

Only public interest entities that are large undertakings exceeding an average number of 500 employees during the accounting year to which the reporting
obligation applies, have to report under the NFRD.

Under the NFRD, large undertakings include companies that exceeded one of the following thresholds in the last accounting year: (1) balance sheet total of
€20m and (2) annual revenue of €40m (excl. VAT). In Belgium, lower thresholds apply (respectively €17m and €34m).

As an exception, (1) all large companies listed on a regulated market (in respect of which the 500-employee requirement is not taken into account) must report
on their diversity policy (including the goals, the measures taken and their results) and (2) all companies listed on a regulated market (whether large or not) must
report on the efforts taken to ensure that at least one-third of the members of the board of directors, the supervisory board and the management board are of
a different gender.

Additional ESG disclosures are mandatory for ‘public-interest entities’ and ‘large undertakings’ which are active in the extractive industry or logging of
primary forests.

The CSRD will apply to:
e all large European undertakings, regardless of their activities, and

e all companies listed on a regulated market in the EU, including those governed by the law of a third country, with the exception of micro-companies. Listed
small and medium-sized companies (which are not micro enterprises) are thus in scope of the CSRD.

Subsidiaries are exempted from sustainability reporting under the CSRD, if the information is included in the consolidated management report of their parent
company. This exemption also applies if the parent company is a company located in a third country, provided that it reports sustainability information in
accordance with equivalent sustainability reporting standards. However, this exemption does not apply if the subsidiary is a large company listed on a regulated
market. In other words, all large companies listed on a regulated market will have to report at their level, even if their parent company provides consolidated
reporting at group level.

For its first year of application, specifically for accounting year 2024 reporting, the scope of the CSRD is limited to that of the NFRD, the only difference being
that third-country companies listed on a regulated market and exceeding the threshold of 500 employees are also included in the scope.

The CSRD will enter into force in phases:

e all large public interest entities employing more than 500 employees, including more specifically companies (European or from third countries) listed on a
regulated market, must prepare initial sustainability reporting in 2025 for accounting year 2024,

e all other large European companies, as well as all other large companies from third countries listed on a regulated market in the EU must prepare a first
sustainability report in 2026 for accounting year 2025;

e all small and medium-sized companies (European or from third countries) listed on a regulated market in the Union, with the exception of micro-enterprises,
must prepare a first sustainability report in 2027 for accounting year 2026. For those companies, however, there is a two-year transition period during which
they can decide not to provide the required information, provided that they briefly explain the reasons in their management report; and

e European companies with an ultimate parent company from a third country must publish a first group-level sustainability report in 2029 for accounting year
2028, when the group generates net sales of more than €150m in the EU.
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For the purpose of the CSRD and following a recent amendment to the Accounting Directive, ‘large’ companies will include companies that exceed at least two
of the following three criteria on their balance sheet date: (1) a balance sheet total of €25m, (2) a net turnover of €50m and (3) 250 employees on average over
the accounting year. The new size criteria will apply for accounting years beginning on or after 1 January 2024.

4. If there is a distinction, are any of NFRD: The same disclosure requirements apply to all entities in scope.
these types of .entltles not required CSRD: Large undertakings must report on more items, in comparison to small and medium-sized undertakings (which can limit their information to certain
to make ESG disclosures or only ) . : . : . ; .
. . . topics, see answer to question 13). For example, small and medium-sized undertakings must not report on their plans to ensure that their business model and
limited disclosures are required . . . ) ) T . o . )
depending on whether they are, for strategy are compatlblle with the transition ltoAa sustalna‘ble economy and with the limitation of global warming to 1.5 °C, neither must they report on time-

. . . bound targets, including absolute GHG emission reduction targets.

example, private or public unlisted
companies? Are there any thresholds
that need to be met before
mandatory disclosure requirements
are triggered?

5. What are the circumstances in ESG disclosures are required to be made on a continuous annual reporting basis under both the NFRD and the CSRD.
which such ESG disclosures are
triggered? That is to ask, are ESG
disclosures triggered in case of
certain transactions only, or are ESG
disclosures required to be made on
a continuous annual reporting basis
or both?

6. In the case of mandatory disclosures, | ESG disclosures are included in (CSRD/NFRD), or filed together with (NFRD), the annual report. Under the CSRD, there is no longer an option to publish a
are disclosures required in the form separate report, as was provided by the NFRD. Undertakings must include the information in the annual report.
of separate ESG reports?

7. What is the location of the Companies are required to file their annual reports (as part of their annual accounts) with the NBB, which publishes the accounts on its website. Companies
ESG disclosure (eg, SEC filings, listed on a regulated market are required to publish their annual report including specific ESG disclosures on their website.
sustainability reports, company
website)?

8. In the case that there is no N/A
mandatory disclosure requirement,
do you nevertheless find that
corporates are voluntarily making
ESG disclosures in your jurisdiction as
a result of investor expectations?

9. What is the name of the regulator ESG disclosure requirements are included in the Belgian Code on Companies and Associations. In case of non-compliance with the NFRD, the directors of
in your jurisdiction that monitors the company can be sanctioned with a criminal fine between €800 and €80,000 if they have knowingly breached the law, and in case the non-compliance is
ESG disclosure compliance and fraudulent, they can be sanctioned with imprisonment of one month to one year (as the case may be in addition to the criminal fine).
what a.1re the Penaltles for non- As mentioned, the CSRD has yet to be transposed into Belgian law, but we expect that sanctions could be tightened to cover situations of mere negligence in
compliance with mandatory ESG ) :
disclosures, if applicable? Are there applying the CSRD incorrectly.
any grace periods? The FSMA monitors compliance with the ESG disclosures by listed companies and the NBB monitors compliance by credit institutions and (re-)insurance

companies (as part of prudential oversight). Among other things, the FSMA is authorised to issue a warning (and publish it) if the company fails to meet its
obligations.
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10. What are the penalties for false or See answer to question 9.
misleading ESG disclosures? Will L . , o - . . : . : . )
. In addition, if ESG disclosures are ‘too positive’ and not in line with reality, this could constitute greenwashing (an unfair market practice) and/or forgery and use
your answer change depending on of forged documents (if a fraudulent intent is established)
whether the ESG disclosure was 9 )
mandatory or voluntary? The scope of greenwashing as an unfair market practice is limited to voluntary ESG disclosures that would go beyond what is required under the CSRD (or any
other applicable mandatory disclosure rules).
Greenwashing is criminally sanctioned with a fine of up to €80,000 (or up to 4 per cent of annual (worldwide) turnover, whichever is higher).
The economic inspection may also impose an administrative fine (the amount being equal to a criminal fine).
Furthermore, consumers or (competitive) companies can also seek an injunction to ensure that the unfair market practice ceases.
The crimes of forgery and use of forged documents is sanctioned with imprisonment of five years up to ten years, and a fine between €208 and €16,000.
11. Is there a tiered disclosure system in | There is no tiered disclosure system, except as described in question 4.
our jurisdiction and are there an . ) . ) . " .
:‘,urth:er ESG disclosure re uiremer:,ts As already mentioned as an answer to question 1, additional requirements are expected following the transposition of the CSRD (expected to apply to Belgian
expected in vour 'urisdicgon in the listed companies in respect of accounting years starting as of 1 January 2024), and further Delegated Regulations of the Taxonomy Regulation (most recently:
negr future"y ] Delegated Regulation 2023/2486 of 27 June 2023, Environmental Delegated Act and Delegated Regulation 2023/2485 of 27 June 2023, amendment to the
’ Climate Delegated Act).
12. Is there a system of ESG certification | Listed companies that follow the Euronext Brussels recommendations may include a statement, ‘We follow the Euronext guidance on ESG reporting’ in their

or benchmarks that need to be

met to have an ‘ESG Approved/
Compliant’ status? For example,

is there a classification system for
environmentally sustainable activities
based on certain basic minimum
standards that are objectively
ascertainable and transparently
reportable?

annual report.

The Taxonomy Regulation is a common classification system, and serves as an encyclopaedia for determining when an economic activity qualifies as ‘ecologically
sustainable’. An economic activity qualifies as environmentally sustainable where that economic activity:

e contributes substantially to one or more of the environmental objectives;

e does not significantly harm any of the environmental objectives;

e is carried out in compliance with the minimum safeguards; and

e complies with technical screening criteria that have been established by the Commission.
The following objectives constitute environmental objectives:

e climate change mitigation;

e climate change adaptation;

e the sustainable use and protection of water and marine resources;

e pollution prevention and control; and

¢ the protection and restoration of biodiversity and ecosystems.
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13.

Please give a brief overview of the
nature and extent of ESG disclosures
required to be made in your
jurisdiction.

Pursuant to the NFRD, the following information must be disclosed, to the extent necessary for a proper understanding of the development, the results and the
position of the company as well as of the effects of its activities that relate at least to social, personnel and environmental matters, the respect of the human
rights and the fight against corruption and bribery, the annual report contains a statement with the following information:

e a brief description of the company’s activities;

e a description of the policy pursued by the company with regard to these matters, including the due diligence procedures applied;

the results of this policy;

e the main risks associated with these matters in relation to the company’s business activities, including, where relevant and proportionate, its business
relationships, products or services that could potentially adversely affect these areas, and the way in which the company manages those risks; and

non-financial key performance indicators relevant to the specific business activities.

e Where deemed appropriate, the non-financial statement also contains the relevant references to additional explanations regarding the financial amounts in
the financial statements.

If the company does not pursue a policy with regard to one or more of these matters, the non-financial statement contains a clear and reasoned explanation of
why it does not do so.

In exceptional cases, the board of directors of the company may decide not to include information regarding imminent developments or matters under
negotiation in the statement, if the reporting of such information, in the duly justified opinion of the board of directors and with the collective responsibility of
its members for this view, could cause serious damage to the commercial position of the company, provided that the omission of this information provides a
true and balanced understanding of the development, results and position of the company, and that the effects of its activities are not hindered.

In addition to the reporting requirements of the NFRD, undertakings will have to report on a number of new domains under the CSRD. For example, an
undertaking will now also have to report on its business strategy and resilience in relation to sustainability risks, any opportunities related to sustainability
risks, its climate transition plan, how the undertaking’s business model and strategy take into account the interests of the undertaking’s stakeholders and the
undertaking’s impacts on sustainability risks, its sustainability targets and the steps taken to achieve them.

In addition, the undertaking should provide a description of the role of the governing, management and supervisory bodies with respect to sustainability risks
and their expertise and skills.

The CSRD further clarifies that an undertaking must describe the due diligence process implemented by the undertaking with regard to sustainability matters
and the principal actual or potential adverse impacts connected with the undertaking’s own operations and with its value chain, including its products and
services, its business relationships and its supply chain, and any action taken by the undertaking to prevent, mitigate, remediate or bring to an end actual or
potential adverse impacts, and the results of such actions.

As described in the answer to question 4, small and medium-sized undertakings are not required to report on all these matters, they must only provide a brief
description of the undertaking’s business model and strategy, its policies in relation to sustainability matters, the principal actual or potential adverse impacts
and actions taken to remediate them and the principal risks to the undertaking related to sustainability matters.

It should be mentioned that the CSRD no longer allows a comply or explain regime, which means that the undertaking will no longer be able to provide a
statement why it has not implemented a due diligence policy.

Large companies listed on a regulated market must describe in their corporate governance statement the diversity policy they pursue with regard to the
members of the board of directors, the members of the executive committee, the other leaders and the persons charged with the day-to-day management
of the company. The information concerns diversity criteria such as age, gender or professional qualifications, and the objectives of this diversity policy, its
implementation modalities and the results obtained.

66

International Bar Association Securities and Capital Markets Committee



All companies listed on a regulated market describe in their corporate governance statement an overview of the efforts made to ensure that at least one-third of
the members of the board of directors/the supervisory board and the management board are of a different gender.

Public-interest entities and large undertakings which are active in the extractive industry or logging of primary forests should disclose material payments made to
governments in the countries in which they operate.

Credit institutions and (re)insurers report on the energy efficiency of their real estate investments.

14. Is there a specific emphasis on Once the CSRD is transposed into Belgian law, companies will need to report on their plans to ensure that their business models and strategies are compatible
climate change-related disclosures with the transition to a sustainable economy and with the limitation of global warming to 1.5°C in line with the Paris Agreement and the objective of achieving
as part of the ESG disclosure regime, | climate neutrality by 2050 as established in the European Climate Law Regulation, and where relevant, the exposure of the undertaking to coal, oil and gas-
if so, how does your jurisdiction related activities.
require entities to make specific ) ) L . N . .
Cli(:nate Change disclosur:s7 The CSRD reporting must further contain a description of (1) the time-bound targets related to sustainability matters set by the undertaking and the progress made in

9 ’ achieving these targets, including where appropriate absolute greenhouse gas emission reduction targets at least for 2030 and 2050, (2) the progress the undertaking
has made towards achieving those targets, and (3) whether the undertaking’s targets related to environmental matters are based on conclusive scientific evidence.
Further, as described above, the Taxonomy Regulation can be considered an encyclopaedia for determining when an economic activity qualifies as ‘ecologically
sustainable’ (Article 3). The Taxonomy is thus primarily focused on climate change (see objectives in Article 9). It is intended that companies, financial market
participants and governments should use this standardised classification system in their disclosures and initiatives.

15. Are the ESG disclosures standardised | CSRD sustainability reporting will have to use a certain format. Undertakings must report using the ESRS. The European Commission has already issued, through
in your jurisdiction or do companies | Delegated Regulations, a set of twelve cross-sector reporting standards, applicable to all companies subject to the CSRD, regardless of sector.
have latitude in terms of the extent . o R . . .

. The European Commission has yet to adopt a second set of sector-specific standards, which implies that the related reporting requirements will be delayed.
and manner of disclosures that they
make?

16. Is there clear guidance and a The base concepts and definitions enshrined in the Taxonomy Regulation will apply to CSRD reporting. The Delegated Acts to the Taxonomy Regulation initially
definition of what applicable law focused on climate, but this has already been expanded in the most recent Delegated Act to include broader environmental sustainability objectives, such as
envisages in terms of ESG disclosures, | sustainable use and protection of water and marine resources. However, the Taxonomy Regulation only applies to environmental objectives. In the future, the
that is to ask, does applicable law Taxonomy Regulation should be expanded to include social objectives. As to governance-related disclosures, there is currently no further guidance.
clearly define the scope of what is
included in Environmental, Social,
and Governance?

17. How are cross impacts between Currently, the Belgian approach is predominantly based on an ‘inform only’ approach. ESG compliance is therefore a matter to be assessed by investors.

ESG goals measured or taken into
account as part of applicable law?
For example, is an investment in a
coal mining company ESG compliant
if the coal mining company has
effective gender diversity policies?
Or are these goals taken into account
as a whole when measuring ESG
compliance?

[t should be pointed out that the future Corporate Sustainability Due Diligence Directive (CS3D) will require companies in scope to take substantive action.

Pursuant to the CS3D, companies will be obliged to conduct human rights and environmental due diligence and to identify, prevent, bring to an end and
account for negative human rights and environmental impacts (adverse impacts) in the company’s own operations, those of its subsidiaries, and operations
carried out by its business partners and to combat climate change by preparing plans with time-bound targets. As described above in the answer to question
14, undertakings will be required to disclose such substantive action through their CSRD reporting.

These substantive obligations do not prevent companies from having a certain margin of discretion in setting out corporate strategy (discussion and explanation
needs to be possible, eg, still investing for a certain period of time in very polluting industries, could allow the company to prepare itself (in ways of profit
generation) for transformation to climate neutrality).

Furthermore, it should be pointed out that it is very difficult for boards/companies to reconcile (often) very conflicting interests: measures that contribute to
environmental objectives might for instance negatively impact social objectives. This could be a defensive mechanism for companies when they would be sued
and potentially be held liable for a breach of their obligations under the CS3D.
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18. In your view, has ESG disclosure While ESG disclosure regulation has certainly imposed a greater compliance burden, it has also compelled issuers to carefully rethink ESG aspects of their
regulation in your jurisdiction aided business. In certain sectors (eg, real estate), issuers increasingly attach importance to being ‘best in class’, a trend which is predominantly driven by sophisticated
investor value creation, or has it investors (which themselves may be subject to ESG disclosures and/or ESG-related investment principles). Reference should be made to the recent initiatives
created a greater compliance burden | at the European level, such as the SFDR (which introduces a classification into ‘grey’, ‘green’ and ‘dark green’ funds) and the EU Green Bond Standard. The
for companies without creating latter mechanism sets out standards so that bonds can be labelled by an issuer as ‘green’. As far as retail investors are concerned, we believe interest in ESG
investor value? Or does the answer disclosures is growing, but many retail investors at the end of the day still mainly seek for the greatest return on their investment, whether the investment is
lie somewhere in the middle? green or not.

19. Would your clients like to see a See our answer to question 18.
greater, more transparent, clear and
effective ESG disclosure regime than
the one that exists presently?

20. Are there any specific mandatory The European Securities and Markets Authority (ESMA) and, following ESMA's suit, the Belgian FSMA have interpreted the existing disclosure rules in
ESG disclosure requirements, prospectuses (pursuant to the Prospectus Regulation) to require mandatory ESG disclosures. ESMA clarified in a public statement that a prospectus must
including rules aimed at preventing contain the necessary information that is material to an investor in making an informed assessment. Issuers and advisers must, following ESMA's approach,
greenwashing, in connection with consider ESG-related matters when drafting prospectuses, to the extent that the effects of those matters are considered material. This includes any non-financial
securities issues imposed by law or information that the company is already required to report in accordance with the NFRD and the CSRD.
rt?gulators (.|e, other tl.1an re.gular Furthermore, the issuer must ensure that it does not violate the unfair market practice of greenwashing in the information contained in prospectuses or other
disclosures in connection with . . . : . o

. . L materials. New unfair practices related to greenwashing were recently adopted at the European level (through the 'Greenwashing Directive’). For example,
financial reports and/or sustainability . . ) . ) . e ) -7 . . . )

o similar reports)? besides the general prolhllb'ltlc'm of greenwashmg (which consllsts of, in general, providing false or mlsllc.sadlng 'm'f.ormatlon that gives the impression tha.t .a
company’s products or initiatives are more environmentally friendly than they actually are), new specific prohibitions were adopted, such as the prohibition that
no environmental claim can be made for which the issuer is not able to demonstrate recognised excellent environmental performance relevant to the claim.
There is also a proposal for a directive on substantiation and communication of explicit environmental claims (‘Green Claims Directive’), which (once adopted)
will aim at ensuring the credibility of environmental labels and claims, when voluntary explicit environmental claims are made by traders/issuers.

21. Have you seen any development See answer to question 20.
with regard to ESG disclosures in
connection with securities issues
or the regulatory authority’s
approach towards such disclosures,
in particular with regard to
greenwashing issues?

22. Are you aware of any claims N/A
brought, eg, by investors or
regulatory authorities, due to
incorrect/incomplete/misleading
ESG disclosures in connection with
securities issues in your jurisdiction
(eg, in relation to greenwashing)?
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23.

If there is a regular ESG disclosure
requirement for companies in your
jurisdiction, such as a sustainability
report, what are the mandatory
external certification/assurance
requirements in connection with
such a sustainability report or in
connection with any other ESG
disclosures that are required to be
made (or have been voluntarily
disclosed) in your jurisdiction as part
of the company’s annual reporting
obligations? Which party can
perform the assurance or give such
certification?

Under the NFRD, there was no real audit requirement for ESG disclosures. The statutory auditor was only required to confirm that the non-financial statement
contained the required information and was consistent with the annual accounts for the same accounting year. This changes with the CSRD, which imposes
a mandatory external audit. The statutory auditor or a qualified independent expert must review the reporting and assess whether the reporting meets the
requirements of the CSRD. Initially, this will be done on a limited assurance basis. At a later stage, this should be done on a reasonable assurance basis.

24,

What kind of developments have you
seen in relation to board oversight
and governance of ESG matters?

The CSRD requires undertakings to report on the role of the administrative, management and supervisory bodies with regard to sustainability matters, and of
their expertise and skills in relation to fulfilling that role or the access such bodies have to such expertise and skills; this should in turn have an effect on the
composition of boards of companies (eg, one or more directors with ESG experience in the board).

25.

How are the following standards
affecting the companies in your
jurisdiction or how do you see your
clients planning for them in the future:

¢ the sustainability disclosure
standards published by the
International Sustainability
Standards Board (ISSB) in June;

e the first set of European
Sustainability Reporting Standards
(ESRS) published by the European
Commission in July (against which
communities must report under
the EU Corporate Sustainability
Reporting Directive (CSRD));

¢ the final supporting additional
guidance published by the
Taskforce on Nature-related
Financial Disclosures (TNFD) in
September; and

¢ the final disclosure framework
published by the UK Transition
Plan Taskforce (TPT) in November.

The sustainability disclosure standards published by the International Sustainability Standards Board (ISSB) in June

See answer to question 1. These obligations do not go beyond what is required by the CSRD (and the ESRS, which are applicable at the European level):
Companies must inform concerning:

¢ the governance processes, controls and procedures the entity uses to monitor, manage and oversee sustainability-related risks and opportunities;

e the entity’s strategy for managing sustainability-related risks and opportunities;

e the processes the entity uses to identify, assess, prioritise and monitor sustainability-related risks and opportunities; and

e the entity’s performance in relation to sustainability-related risks and opportunities, including progress towards any targets the entity has set or is required to
meet by law or regulation.

The first set of European Sustainability Reporting Standards (ESRS) published by the European Commission in July (against which communities
must report under the EU Corporate Sustainability Reporting Directive (CSRD))

See the answers to question 1 and question 15.

The final supporting additional guidance published by the Taskforce on Nature-related Financial Disclosures (TNFD) in September
Only two Belgian companies have committed to making TNFD-aligned disclosures.

The final disclosure framework published by the UK Transition Plan Taskforce (TPT) in November

N/A
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26. In your view, do the companies The requirements imposed are very strict and there may be doubts about the ability of all companies in scope to collect all the information. The CSRD takes this
subject to disclosure requirements concern into account and expects smaller companies to report on fewer matters, although it must be mentioned that the CSRD applies to a lot of companies.
have the necessary capability and
resources to make the required
disclosures?

27. Is it mandatory for companies to set | See answer to question 14: it is mandatory for companies to set climate-related targets under the CSRD.
climate-related targets?

28. If not mandatory, is a voluntary N/A
commitment to climate-related
targets, such as science-based targets
(https://sciencebasedtargets.org/

[sciencebasedtargets.org]) popular
amongst the companies in your
jurisdiction?

29. What are the future trends that you CSRD and its implementation will certainly be one of the major challenges for Belgian companies in the near future. Long-term developments will be driven by
envisage in terms of ESG disclosures | increasing focus at EU level.
in your jurisdiction?

30. Please provide your name, firm Jan Peeters specialises in mergers and acquisitions (of both public and private companies), capital market operations (IPOs, public takeover bids, and public-to-
name, and a brief biography private transactions) and corporate finance relating thereto. Jan is also active in the regulation of activities of domestic and foreign credit institutions, investment
(optional) about yourself. firms, and insurance companies active in Belgium.

Jan is Corporate Counsel Forum Liaison Officer of the Securities Law Committee of the International Bar Association (IBA), and Programme Coordinator
(Officer) of the Inter-Pacific Bar Association (IPBA). He is also the author of various publications on his areas of expertise and a regular guest speaker at
seminars and conferences.
Jan graduated in Law from the University of Antwerp in 1986. He also holds a Master of Laws (LL.M.) degree from UC Berkeley School of Law (1987).
Jan joined the Brussels office of Stibbe in 1987. He was the Managing Partner of Stibbe Brussels from 2011 to 2018.
Willem Witters is a senior associate in Stibbe’s Brussels Corporate and M&A practice and specialises in public and private mergers and acquisitions (M&A),
private equity, and equity capital markets (ECM) transactions (including initial public offerings, direct listings, SPACs, secondary public offerings, and
private placements).
Willem holds a master’s degree in Law from Ghent University (2013) and a master's degree in Corporate Law from the University of Cambridge (2014). He also
completed the International Exchange Programme in International and Comparative Business Law at Bucerius Law School (2012) and the Stibbe MBA Highlights
Programme at INSEAD (2020).
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Brazil

Brazil

Which jurisdiction are you covering?

Brazil

Are ESG disclosures required to be
mandatorily made in your jurisdiction
by market participants?

Since 2009, the Brazilian SEC (Comissao de Valores Mobilidrios or CVM) has had rules requiring the disclosure of certain ESG information for publicly traded companies,
especially through the Formulario de Referéncia (Reference Form, similar to the 1-K or 20-F Forms of the SEC), which contains a summary of relevant

information for each public traded company registered with the CVM. The Reference Form was recently amended by CVM Resolution No 59, which came into effect in
January 2023, and by CVM Resolution No 198, which came into effect on 2 January 2025, both of which expanded the ESG information that must be disclosed.

In addition, public companies that have their shares traded publicly have an obligation to disclose information annually in a report about the Codigo Brasileiro
de Governanca Corporativa — Companhias Abertas (Brazilian Corporate Governance Code), developed in 2016, which requires companies to provide
information in a ‘comply or explain’ model regarding whether certain governance standard practices are fulfilled. Furthermore, the Brazilian Corporation Law
requires the disclosure of certain information to shareholders that may fall under the ESG category.

Recently, on 1 November 2023, CVM Resolution No 193 came into force, which regulates the preparation and disclosure of the sustainability-related financial
information report, by publicly traded companies, investment funds and securitisation companies, based on IFRS S1 and S2, issued by the International
Sustainability Standards Board (ISSB). The issue of this sustainability-related financial information report will be optional as of fiscal years beginning on or after

1 January 2024, for publicly traded companies, investment funds and securitisation companies. However, disclosure will be mandatory for publicly traded
companies from fiscal years beginning on or after 1 January 2026. The sustainability-related financial information report must be confirmed by an independent
auditor registered before the CVM, in accordance with the standards issued by the Federal Accounting Council (Conselho Federal de Contabilidade — CFC),
provided that until the end of the 2025 fiscal year with limited confirmation; and from the fiscal years beginning on or after 1 January 2026 with comprehensive
and reasonable confirmation.

Furthermore, in 2023, the Brazilian Stock Exchange (B3 SA — Brasil, Bolsa, Balcao or B3) disclosed a new version of its Regulation of Issuers (Requlamento de
Emissores), which came into effect in August 2023, containing, in its Appendix B, three new measures related to ESG aspects that must be complied with by
publicly traded companies in the ‘comply or explain’ model.

Another important measure was Federal Law No 13,303, enacted in 2016, which established guidelines and requirements related to risk management,
corporate governance and compliance that must be followed by public companies, mixed-economy companies and, in some cases, their subsidiaries, for all
levels of government.
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Also, it is worth mentioning that, in January 2022, the Brazilian Financial and Capital Markets Association (Associacao Brasileira das Entidades dos Mercados
Financeiros e de Capitais or ANBIMA) published its self-regulatory rules and procedures for identifying sustainable investment funds. Criteria were defined to identify
funds that aim at sustainable investment, called sustainable investment funds, that is, those that consider environmental, social and/or governance factors in their
investment analyses. The criteria must be observed by both the asset manager and the fund so that investment funds can receive the IS identification.

The self-regulatory rules apply to all fund managers who choose to: (1) identify their investment funds as ‘sustainable investment funds’ in ANBIMA's database;
and (2) disclose in public materials that ESG issues are considered in their investment policies to achieve their investment objectives. Such rules seek to reduce
the risk of ‘greenwashing’ in the investment field.

3. If ESG disclosures are required, is ESG disclosure requirements are directed to publicly traded companies, which, in Brazil, take the form of stock corporations.
there a distinction betweer_m the . With respect to the new Regulation of Issuers of B3, the measures introduced by it must be complied with by publicly traded companies, except (1) those
type and nature of the entity that is ) . : ) L
required to make ESG disclosures? regmtgred in category B before the CVMV; (?) smaller Fompanlgs, under the terms of article 294-B of Law No 6,404/1976; (3) beneficiaries of funds from tax
benefits; and (4) issuers of sponsored Brazilian depositary receipts (BDR).
Private companies are not required to disclose periodic information determined in CVM Resolution No 80, including the Reference Form, and will not be
required to disclose the sustainability-related financial information report, under the terms of CVM Resolution 193.
Nonetheless, the Brazilian Institute of Corporate Governance (Instituto Brasileiro de Governanca Corporativa or IBGC) publishes a code with good practices
to be followed by private companies. Among these practices, there are guidelines in the sense that the proper disclosure of information results in a climate
of confidence, both internally and in the company’s relations with third parties. The code was recently updated: on 1 August 2023, IBGC published the sixth
edition of the code with good practices to be followed by private companies. Among others, the current version of the code highlights ethics and purpose as
the basis of corporate governance, presents a new definition of governance and improves its principles, which are now: integrity (new principle); transparency,
fairness, accountability (previously accountability) and sustainability (previously corporate responsibility).
In addition, Federal Law No 13,303 (mentioned above) establishes guidelines and requirements that must be followed by mixed-economy companies and, in
some cases, by their subsidiaries, at all levels of government, in addition to those applicable to publicly traded companies.
4. If there is a distinction, are any of The requirements for ESG disclosure may vary according to the registry type of the company registered with the CVM. Companies that are not registered to
these types of entities not required have their shares traded publicly (but only other securities) are subject to a less extensive regime of disclosure of ESG information.
to make ESG disclosures or only
limited disclosures are required
depending on whether they are, for
example, private or public unlisted
companies? Are there any thresholds
that need to be met before
mandatory disclosure requirements
are triggered?
5. What are the circumstances in ESG disclosures must be made on the basis of continuous annual reports, as applicable.
which such ESG disclosures are
triggered? That is to ask, are ESG
disclosures triggered in case of
certain transactions only, or are ESG
disclosures required to be made on
a continuous annual reporting basis
or both?
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6. In the case of mandatory disclosures, | The main ESG information is available in the Reference Form; however, certain companies are required to make a separate disclosure about governance
are disclosures required in the form practices, as explained above.
of separate ESG reports? As from 1 January 2026, publicly traded companies will be required to disclose, on a mandatory basis, and investment funds and securitisation companies will

continue to be allowed to disclose, on a voluntary basis, separately, the sustainability-related financial information report, under the terms of CVM Resolution
No 193, as mentioned above.
7. What is the location of the Information is made available through filings with the CVM and information must also be made available on the respective investor relations website.
ESG disclosure (eg, SEC filings,
sustainability reports, company
website)?

8. In the case that there is no N/A as mandatory disclosure is required. In any case, certain companies choose to adopt more extensive disclosure practices for ESG information than those
mandatory disclosure requirement, required by market regulation.
do you nevertheless find that
corporates are voluntarily making
ESG disclosures in your jurisdiction as
a result of investor expectations?

9. What is the name of the regulator The regulatory body that oversees publicly traded companies is the CVM. The CVM may impose fines and other penalties for the non-disclosure of mandatory
in your jurisdiction that monitors periodic information and request clarification, and the submission of additional information and documents in relation to the information effectively disclosed.
ESG disclosure compliance and If necessary, the CVM may also request modifications or corrections to the documentation and information submitted by market participants. Privately held
what are the penalties for non- companies are not yet subject to mandatory ESG disclosures.
compliance with mandatory ESG
disclosures, if applicable? Are there
any grace periods?

10. What are the penalties for false or Any disclosure to the market, whether voluntary or mandatory, or the delivery of false, incomplete, inaccurate or misleading information to the CVM or investor
misleading ESG disclosures? Will constitutes a serious infringement for the purposes of Article 11 of Law No 6,385/76. The following penalties may be imposed on violators, separately or
your answer change depending on cumulatively: a warning, fine, temporary disqualification, suspension of authorisation or registration, or temporary prohibition for the performance of certain
whether the ESG disclosure was market-related activities.
mandatory or voluntary?

11. Is there a tiered disclosure system in | Yes. The disclosure requirements are set out in the Reference Form and Report about the Codigo Brasileiro de Governanca Corporativa — Companhias Abertas,
your jurisdiction and are there any as mentioned above.
further ESG disclosure requirements
expected in your jurisdiction in the
near future?

12. Is there a system of ESG certification | There is not a system of ESG certification or benchmarks yet. However, considering that the CVM has undertaken an intense regulatory agenda aimed at
or benchmarks that need to be reviewing, updating and consolidating its regulatory framework, and adapting it to new market dynamics and international parameters, we understand that it
met to have an ‘ESG Approved/ will exist soon.

_Compllant Sta.tL.IS? |.=or example, Although there is not a system of ESG certification or benchmarks yet, it is worth mentioning that, in 2021, CVM proposed, through a public audience, the

is there a classification system for . . . . . e s L . . . .

environmentally sustainable activities crea‘Floh of the socto—enwronmenta/ fundg de /nvest/mentg em direitos creditérios (FIDC), which is a type of investment fund that should invest predominantly in
. L credit rights that generate social and environmental benefits.

based on certain basic minimum

standards that are objectively According to the proposal, only the class of FIDC quotas that invests predominantly in credit rights that generate social and environmental benefits can use

ascertainable and transparently the term ‘socio-environmental’ in its denomination, which must be verified through a second opinion report or certification of standards with internationally

reportable? recognised methodologies. This verification process prevents the occurrence of ‘greenwashing’, which is defined as activities that make people believe that a

company or an investment fund, for example, is doing more to protect the environment than it is doing.
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Furthermore, it is expected that, in the near future, the CVM will regulate: (1) the creation of other types of ESG funds, such as private equity funds; and (2) ESG
disclosures to be applicable to fund managers.

Although it does not qualify as a certification, B3 currently has ten indexes in which it highlights publicly traded companies that comply with ESG practices.
These indexes act as indicators for investors who seek sustainable assets, while, at the same time, giving visibility to companies with the best ESG practices. The
main index of this type is the Corporate Sustainability Index (Indice de Sustentabilidade Empresarial or ISE). To join this index, companies go through a selection
process and are evaluated on 28 themes. At the end of the process, their overall score is published, with details by theme.

13. Please give a brief overview of the As of January 2023, the Reference Form will need to include information on the following subjects, among others: any party-political financing; a description
nature and extent of ESG disclosures | of elements of management compensation, including performance indicators related to ESG issues; detailed ESG information in a ‘comply or explain’ format;
required to be made in your a description of the workforce in light of diversity indicators — gender, race and age group; and comments from directors on business opportunities related to
jurisdiction. ESG issues. As from 2 January 2025, in the terms of CVM Resolution No 198, publicly traded companies will be required to disclose in their Reference Form

information regarding the number of employees with disabilities (pessoas com deficiéncia or PCD), and the total number of members grouped by other diversity
attributes that the issuer deems relevant.

In addition, as mentioned above, certain companies are required to present a specific disclosure on governance-related issues.

Moreover, as from 2026, the sustainability-related financial information report, to be disclosed by publicly traded companies, on a mandatory basis, and
investment funds and securitisation companies, on a voluntary basis, must include information on risks and opportunities related to sustainability and climate
that may affect the entity’s cash flows, its access to financing or the cost of capital in the short, medium or long term, in accordance with IFRS S1 (General
Requirements for Disclosure of Sustainability-related Financial Information) and IFRS S2 (Climate-related Disclosures).

14. Is there a specific emphasis on Yes, climate issues have received special treatment and, in many cases, have been singled out from other ESG aspects. The CVM chose this treatment in view
climate change-related disclosures of the perceived relevance of the subject, and due to the fact that some reporting standards and metrics are more consolidated for environmental issues. The
as part of the ESG disclosure regime, | CVM decided to focus on two main points, specifically asking: (1) whether companies follow the self-regulatory standard of the TCFD, which is increasingly
if so, how does your jurisdiction establishing itself as the primary reference for companies reporting on climate risks and opportunities; and (2) whether companies control their greenhouse gas
require entities to make specific emissions and the respective scope of such control.

Climate Change disclosures?

15. Are the ESG disclosures standardised | For publicly traded companies, disclosure is standardised, as mentioned above. Privately held companies have latitude in the manner in which they provide ESG
in your jurisdiction or do companies | disclosures.
have latitude in terms of the extent
and manner of disclosures that they
make?

16. Is there clear guidance and a No. Although certain information is required specifically by CVM rules, there is no clear definition of what is ESG information and the minimum content of
definition of what applicable law the information to be disclosed on this subject. The CVM has issued guidelines on how to fill in the new information that was required by the Reference Form
envisages in terms of ESG disclosures, | through the SEP Circular Letter (Oficio Circular da SEP), published on 15 February 2024, and updated annually.
thatis to a-sk, does applicable 'a"f’ Although there is no specific definition of ESG in the legislation and regulation of corporate law, and in capital market regulation, the CVM and ANBIMA have
clearly define the scope of what is : . . )

. . . . defined ESG in some public materials.

included in Environmental, Social,

and Governance? Specifically in the investment field, according to the CVM, ESG investments are considered to be those that finance a sector, company or project that focuses
on ESG issues, such as the sustainable use of natural resources, carbon emissions, energy efficiency, clean technology, inclusion and racial and gender diversity
policy, human rights, transparency, ethics, policies, labour relations, data protection, independence from the board of companies, diversity in the composition of
the board of directors and observance of the SDGs.
To the same end, ANBIMA underlines that the concept of ESG investment incorporates environmental, social or governance matters into the investment
assessment and takes long-term sustainability into consideration. According to ANBIMA, this is a broad definition, and managers must define for themselves
what constitutes an ESG investment in the context of their operations by establishing criteria that best fit their organisation and decision-making processes.
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with regard to ESG disclosures in
connection with securities issues
or the regulatory authority’s
approach towards such disclosures,
in particular with regard to
greenwashing issues?

17. How are cross impacts between We do not have any normative/regulatory information in this regard yet.
ESG goals measured or taken into
account as part of applicable law?

For example, is an investment in a
coal mining company ESG compliant
if the coal mining company has
effective gender diversity policies?
Or are these goals taken into account
as a whole when measuring ESG
compliance?

18. In your view, has ESG disclosure Investors are increasingly giving special value to ESG issues, which is why companies have adopted practices that embrace these criteria. Thus, we believe that
regulation in your jurisdiction aided | investors themselves helped to create value for companies that acted more closely to ESG practices, and, for this reason, regulators and self-regulators have
investor value creation, or has it issued regulations that facilitate disclosure and allow investors to assess potential investments and reduce information asymmetry.
created a greater compliance burden
for companies without creating
investor value? Or does the answer
lie somewhere in the middle?

19. Would your clients like to see a Yes. The Covid-19 pandemic has accelerated investor demand for sustainable investments. There has been an increase in global awareness of the economic and
greater, more transparent, clear and financial impacts of ESG risks.
effective ESG dl.sclosure regime than As such, it is noticeable that the integration of ESG factors into the investment world is growing rapidly in the global marketplace, with sustainable investments
the one that exists presently? : . ) o . : : . . . L .

exceeding many trillions of dollars and non-financial risks increasingly being considered by investors in their decision-making processes.

As the need for the disclosure of more consistent, comparable and decision-useful information and the risk of greenwashing have also increased substantially,
market participants have been examining issues related to sustainable finance in their regulatory and supervisory roles in order to address these challenges in
line with domestic regulatory competence.

However, greater care is needed to ensure that excessive information is not disclosed that could harm companies in their course of business.

20. Are there any specific mandatory N/A, there are no specific reports regarding greenwashing. As mentioned, as from 1 January 2026, under the terms of CVM Resolution No 193, publicly traded
ESG disclosure requirements, companies will be required to disclose, on a mandatory basis, and investment funds and securitisation companies will continue to be allowed to disclose, on a
including rules aimed at preventing voluntary basis, separately, the sustainability-related financial information report.
green_vtlashmg, ":‘ connection with One of the purposes of this report is to establish the integrity of the information disclosed by the entities and also to prevent greenwashing. With the report,
securities issues imposed by law or ) : S . . . : : . o . .

. the information related to sustainability will not be overshadowed by other financial information and will help investors to making it easier for the investors to
regulators (ie, other than regular . . o ) : -
. . . ! analyse risks and opportunities related to the sustainability and climate performance of the entity, and to compare to other organisations.
disclosures in connection with
financial reports and/or sustainability
or similar reports)?
21. Have you seen any development Yes, as mentioned in the topic above, we believe that the sustainability-related financial information report required by the CVM Resolution No 193 is a great

advance regarding the sustainability information reported and represents an initial step in this regard. The sustainability information will be clearly and easily
identified in the report and presented separately from the entities” other information and financial statements. Thus, it will be easier to identify if the entity
complies or not with the requirements and will help investors to analyse the entity sustainability performance and to compare to other organisations, including
making informed decisions in line with their values and goals.
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22. Are you aware of any claims N/A, there have been no public cases in Brazil of investor or regulatory authority complaints regarding incorrect/incomplete/misleading ESG disclosures related to
brought, eg, by investors or securities issues. As mentioned, the CVM Resolutions and other Brazilian regulations on ESG disclosure are recent and many have not yet come into effect. As a
regulatory authorities, due to result, Brazilian investors and regulatory authorities are just beginning to have access to information related to ESG practices and are starting to have standards
incorrect/incomplete/misleading to verify the authenticity and completeness of the information provided.

ESG disclosures in connection with
securities issues in your jurisdiction
(eg, in relation to greenwashing)?

23. If there is a regular ESG disclosure Yes, as mentioned, as from 1 January 2026, under the terms of CVM Resolution No 193, publicly traded companies will be required to disclose, on a mandatory
requirement for companies in your basis, and investment funds and securitisation companies will continue to be allowed to disclose, on a voluntary basis, separately, the sustainability-related
jurisdiction, such as a sustainability financial information report.
report, what.a.re t_he mandatory As indicated above, according to the CVM Resolution No 193, the assurance of financial information related to sustainability must be carried out by an
external certification/assurance . . . . . . . : . .

. . . R independent auditor registered with the CVM, in accordance with the standards issued by the Federal Accounting Council (Conselho Federal de Contabilidade
requirements in connection with such : ) ) . . . : o .
a sustainability report or in connection | ~ CFQ), prodeed that until the end Qf the. 2025 fiscal year with limited confirmation; and from the fiscal years beginning on or after 1 January 2026 with
with any other ESG disclosures that comprehensive and reasonable confirmation.
are required to be made (or have
been voluntarily disclosed) in your
jurisdiction as part of the company’s
annual reporting obligations? Which
party can perform the assurance or
give such certification?

24. What kind of developments have you | Brazilian companies have been significantly developing oversight and governance processes related to ESG issues.
seen in relation to board oversight : - . . . o . Lo ) .
and governance of ESG matters? Currgntly, ltherg isa strgng floclus on sustamaplllty, with boards increasingly recognising its strategic importance and prioritising the integration of ESG

considerations into their decisions and operations.
In this regard, the creation of sustainability committees is rapidly increasing, which ensure that environmental, social and governance issues are properly
considered and integrated into the company’s overall strategy.
Boards are also reviewing and adjusting executive remuneration structures to include sustainability-related metrics, encouraging behaviours in line with ESG
objectives and sharing responsibility for achieving these objectives at all levels of the organisation.
A growing emphasis on transparency and accountability can be observed, with boards becoming more transparent about their governance practices and
performance on ESG issues. This includes disclosing relevant information about policies, targets and progress towards sustainability, demonstrating a clear
commitment to corporate responsibility.
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25.

How are the following standards
affecting the companies in your
jurisdiction or how do you see your
clients planning for them in the future:

e the sustainability disclosure standards
published by the International
Sustainability Standards Board (ISSB)
in June;

o the first set of European Sustainability
Reporting Standards (ESRS) published
by the European Commission in
July (against which communities
must report under the EU Corporate
Sustainability Reporting Directive
(CSRD));

e the final supporting additional
guidance published by the Taskforce
on Nature-related Financial Disclosures
(TNFD) in September; and

e the final disclosure framework
published by the UK Transition Plan
Taskforce (TPT) in November.

The sustainability-related financial information report required by CVM Resolution No 193 is based on the international standards issued by the International
Sustainability Standards Board (ISSB). In particular, IFRS S1 regarding financial disclosures related to sustainability and IFRS S2, which addresses climate
information. As mentioned above, the disclosure of the sustainability-related financial information report will be optional for investment funds and securitisation
companies and, as of 2026, mandatory for publicly traded companies.

So far, there is no Brazilian regulation that addresses the set of European Sustainability Reporting Standards (ESRS), the final supporting additional guidance,
published by the Taskforce on Nature-related Financial Disclosures (TNFD), or the final disclosure framework, published by the UK Transition Plan Taskforce (TPT).

26.

In your view, do the companies
subject to disclosure requirements
have the necessary capability and
resources to make the required
disclosures?

Yes, most entities, especially publicly traded companies, have an investor relations department prepared to make the required disclosures. However, although
the ESG topic in Brazil is becoming important and is increasingly being debated, including by the regulators, it still is a new subject, as new rules are coming into
force and entities are becoming more familiar with the requirements imposed by the law and regulations.

27.

Is it mandatory for companies to set
climate-related targets?

N/A, there is no Brazilian regulation determining that it is mandatory for companies to adopt climate-related targets.

28.

If not mandatory, is a voluntary
commitment to climate-related
targets, such as science-based targets
(https://sciencebasedtargets.org/
[sciencebasedtargets.org]) popular
amongst the companies in your
jurisdiction?

Yes. Brazilian companies often voluntarily commit to the methodology created by the Science-Based Targets initiative (SBTi), which monitors approved emission
reduction targets or commitments. According to a study carried out by the Brazilian Business Council for Sustainable Development (Cebds) and the Boston
Consulting Group (BCG) with 53 large companies from sectors such as agribusiness, transportation, sanitation, mining and energy, between 2019 and 2022,
the number of Brazilian companies committed to the methodology created by SBTi grew by 16 times, placing Brazil among the five countries with the highest
number of private sector reports in the world.
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29.

What are the future trends that you
envisage in terms of ESG disclosures
in your jurisdiction?

The CVM aims to stimulate the regular and efficient development of capital markets, which is an environment in which information assumes a distinct relevance.
In this way, the CVM seems to be getting closer to the ESG disclosure policies already provided for in the EU, US and other countries with more established ESG
disclosure policies.

Furthermore, it is expected that, in the near future, the CVM will: (1) regulate the creation of other types of ESG funds, such as private equity funds; (2) regulate
the ESG disclosures applicable to fund managers; and (3) contribute to the creation of the Brazilian Sustainable Taxonomy (Taxonomia Sustentavel Brasileira)
pursuant to the Federal Decree No 11,961/2024, since the CVM is one of the members of the Brazilian Sustainable Taxonomy Interinstitutional Committee
(Comité Insterinstitucional da Taxonomia Sustentavel Brasileira).

30.

Please provide your name, firm
name, and a brief biography
(optional) about yourself.

Francisco (Chico) Antunes Maciel Mussnich is a founding partner of BMA Advogados — Barbosa Mussnich Aragao. He has unmatched experience in providing
strategic advice in a wide range of corporate matters, and in highly complex national and international M&A transactions. Mussnich also provides strategic
advice in hostile takeovers and corporate disputes and has been named one of the 15 most powerful lawyers in Brazil. He is frequently recognised as a leading
lawyer in the legal sector’s top rankings and publications and is constantly consulted by lawyers and law firms for his recognised expertise in highly intricate
corporate transactions and disputes. Mussnich has been teaching Corporate and Securities Law for over 43 years at the Pontificia Universidade Catdlica do

Rio de Janeiro (PUCRIO) and has been a visiting professor at Vanderbilt Law School since 2010. He is a board member of the Brazilian Symphony Orchestra
(Orquestra Sinfénica Brasileira or OSB) and the Inhotim Institute, the biggest open-air museum in the world. He is also an officer of the SLC of the IBA.

Alexei Bonamin is a lawyer and professor in the Capital Markets, Private Equity & Venture Capital and Investment Fund areas. He is partner of TozziniFreire
Advogados in the Capital Markets, Banking & Finance, Private Equity & Venture Capital, ESG, Sustainable and Impact Investing groups. He holds an LLM degree
in Banking and Finance from the London School of Economics and Political Science (LSE) and is a graduate of the Law School of Pontificia Universidade Catdlica
de Sao Paulo (PUC-SP). He holds a Certified Compliance and Ethics Professional (CCEP) certification from the Society of Corporate Compliance and Ethics
(SCCE). In addition, Bonamin is the Chair of the CMF of the IBA, one of the coordinators of the IBA Presidential Task Force on Impact Investing and a member of
the Financial Innovation Laboratory created by the Brazilian Securities Commission and the Inter-American Development Bank (IDB). With extensive experience
in capital markets, banking and finance, private equity and venture capital, ESG, and sustainable and impact investing since 1996, Bonamin has been recognised
in relevant legal guides, such as Chambers Latin America, Chambers Global, The Legal 500, Latin Lawyer 250, Who's Who Legal, Expert Guides, IFLR, Leaders
League and Anélise Advocacia 500. He has recently assisted innovative transactions, such as, Brazil's first impact investment fund; the first public offering of

a social bond in Brazil; the first Brazilian online platform for investments in social and environmental projects; the first public offering of a sustainable bond in
Brazil; during the Covid-19 pandemic, the first lending programme in Brazil that offers lower interest rates and more flexible payment terms to small companies
engaged with impact businesses and committed to maintaining jobs and income; and several public offerings of green bonds, ESG investment funds and impact
investment funds.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Canada

Canada

1. Which jurisdiction are you covering? | Canada

2. Are ESG disclosures required to be Mandatory ESG disclosures apply to many market participants in Canada. The following sets out the principal mandatory ESG disclosures as they apply to
mandatorily made in your jurisdiction | reporting issuers (including issuers with securities listed on a Canadian stock exchange and other issuers that have previously filed a prospectus with a Canadian
by market participants? securities regulatory authority), federally incorporated business corporations whose securities are publicly traded' and investment funds.

Reporting issuers (excluding investment funds)

All reporting issuers are required to disclose material information in their continuous disclosure documents (National Instrument 51-102, Continuous Disclosure
Obligations). This includes ESG factors that are material to the issuer. To clarify the threshold of materiality in the environmental context, the Canadian Securities
Administrators (CSA) released guidance on how issuers may determine which environmental and climate change matters are material.?

Additionally, reporting issuers, excluding venture issuers,* are required to make the following governance disclosures:

1. director term limits or other mechanisms of board renewal;

2. policies relating to the identification and nomination of women directors;

3. consideration of the representation of women in the director identification and nomination process, and in executive officer appointments;
4. targets for women on boards and in executive officer positions; and

5. the number of women on the issuer’s board of directors and in executive officer positions.*

Of note, this is not an exhaustive list of governance disclosure requirements for non-venture issuers. For other more general corporate governance requirements,
please refer to National Instrument 58-101.

1 Otherwise known as ‘distributing corporations’ under the Canada Business Corporations Act (RSC, 1985, ¢ C-44) (the CBCA).

2 CSA Staff Notice 51-333, Environmental Reporting Guidance; CSA Staff Notice 51-358, Reporting of Climate Change-Related Risks.

3 Aventure issuer is defined as a reporting issuer that, as at the applicable time, did not have any of its securities listed or quoted on any of the Toronto Stock Exchange, a US marketplace, or a marketplace outside Canada and
the US other than the Alternative Investment Market of the London Stock Exchange or the PLUS markets operated by PLUS Markets Group plc.

4 National Instrument 58-101, Disclosure of Corporate Governance Practices.
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Furthermore, the Fighting Against Forced Labour and Child Labour in Supply Chains Act (the ‘Modern Slavery Act’), which came into force on 1 January

2024, imposes a new annual reporting obligation for all companies listed on a Canadian stock exchange to publicly report to the Minister of Public Safety and
Emergency Preparedness on their supply chain practices and efforts in combatting forced and child labour. The Modern Slavery Act, like the Modern Slavery
Acts in the UK and Australia, opts for a ‘reporting model’ of compliance in which entities are simply required to report on their corporate practices in prescribed
areas. France’s Duty of Vigilance Act, in contrast, is an example of a ‘due diligence model” which requires companies to identify risks of human rights violations
in their supply chains and makes them liable for such violations. Crucially, the Modern Slavery Act imposes reporting obligations only on entities producing,
purchasing or distributing goods in Canada or elsewhere (whereas services are not covered under the legislation).

Finally, the Canadian Securities Administrators (CSA) have proposed amendments to Form 58-101F1, Corporate Governance Disclosure, that would impact the
annual governance disclosure required of non-venture issuers. Similar to the approach adopted under the CBCA (see ‘Distributing corporations’ below), certain
of the proposed amendments contemplate mandatory standardised reporting on the representation of five designated groups, being women, Indigenous
peoples, racialised persons, persons with disabilities and LGBTQ2SI+ persons, on boards and in executive officer positions. All such data would be based on
voluntary self-disclosure by directors and executive officers. An issuer may also choose to voluntarily provide disclosure in respect of other groups beyond

the designated groups. In addition, certain proposed amendments would require disclosure regarding any written strategy, written policies and measurable
objectives relating to diversity on an issuer’s board.

Reporting issuers (excluding investment funds) - Distributing corporations

In the social and governance spheres, distributing corporations must disclose information to shareholders relating to diversity among the directors and members
of senior management.® This goes beyond the diversity disclosure requirements concerning women on boards under securities laws.°

Additionally, proposed amendments to the CBCA will, if adopted in their current form, require disclosure regarding senior management compensation and the
wellbeing of employees, retirees and pensioners.’

Investment funds

In Canada, the CSA recommended best practices to enhance ESG-related fund disclosure.® These best practices relate to matters such as the fund's
investment objectives and strategies; fund types; proxy voting, and shareholder engagement policies and procedures; suitability; continuous disclosure; sales
communications; ESG-related changes to existing funds; ESG-related terminology; and fund manager-level commitments to ESG-related initiatives:

1. National Instrument 51-102, Continuous Disclosure Obligations;

2. CSA Staff Notice 51-333, Environmental Reporting Guidance,

3. CSA Staff Notice 51-358, Reporting of Climate Change-Related Risks;

4. a formal definition of ‘venture issuers’;®

5. National Instrument 58-101, Disclosure of Corporate Governance Practices;

6. CBCA, s 172.1;

7. National Instrument 58-101, Disclosure of Corporate Governance Practices; and

8. Staff Notice 81-334.

© W g O >
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See n 3 above.
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Privately held entities

In addition to reporting issuers as described above, privately held corporations, trusts, partnerships and other unincorporated organisations are subject to the
reporting obligations under the Modern Slavery Act if they have a place of business in Canada, do business in Canada or have assets in Canada and that, based
on their consolidated financial statements, meet at least two of the following conditions for at least one of their two most recent financial years:

1. have at least $20m in assets,

2. have generated at least $40m in revenue, and

3. employ an average of at least 250 employees.

Government institutions

Government institutions are also subject to the reporting obligations under the Modern Slavery Act.

3. If ESG disclosures are required, is Yes, there is a distinction between the type and nature of entity that is required to make ESG disclosures. Please refer to the categories referenced in question 2.
there a distinction between the
type and nature of the entity that is
required to make ESG disclosures?

4. If there is a distinction, are any of While ESG disclosure is becoming normal practice for many Canadian public companies, currently, privately held companies are not required to make mandatory
these types of entities not required ESG disclosures in Canada. Publicly listed companies that are ‘reporting issuers’ are subject to the requirements described under question 2. Additionally, both
to make ESG disclosures or only companies and government institutions are subject to reporting requirements under the Modern Slavery Act as described in question 2.
limited disclosures are required . . . ) . .

. q Moreover, investment funds that do not have any link to ESG factors are not required to make ESG-related disclosures. Notably, however, a fund is not required
depending on whether they are, for o ) : : ) ) o .

. . . to reference ESG in its name to trigger the requirements of Staff Notice 81-334. Rather, referencing ESG concepts in the fund's objectives, strategies or

example, private or public unlisted marketing materials may be sufficient to trigger the requirements
companies? Are there any thresholds 9 y 99 9 ’
that need to be met before For information on thresholds that need to be met prior to mandatory disclosure requirements being triggered, please refer to question 5.
mandatory disclosure requirements
are triggered?

5. What are the circumstances in Many of the aforementioned mandatory ESG disclosures are required to be made on a continuous reporting basis. Additionally, mandatory ESG disclosures are
which such ESG disclosures are triggered by a materiality threshold requirement. For instance, public disclosure obligations under National Instrument 51-102 are triggered where a ‘material
triggered? That is to ask, are ESG change’ occurs. ‘Material change’ means (1) a change or decision made by the board of directors or senior management to implement ‘a change in the
disclosures triggered in case of business, operations or capital of the reporting issuer that would reasonably be expected to have a significant effect on the market price or value of any of the
certain transactions only, or are ESG | securities of the reporting issuer’; or (2) a decision to implement a change referred to in paragraph (1) made by the board of directors or other persons acting in
disclosures required to be made on a similar capacity or by senior management of the reporting issuer who believe that confirmation of the decision by the board of directors or any other persons
a continuous annual reporting basis | acting in a similar capacity is probable.!
or both? . o . . N

The guiding principles for environmental materiality determinations are as follows:
e No bright-line test: There is no quantitative benchmark used to ascertain which information is material. Rather, materiality varies by industry, issuer and
surrounding context. Both quantitative and qualitative factors should be assessed in determining materiality.
e Context: The materiality of specific information should be considered in light of all the circumstances.
e Timing: Issuers should evaluate whether the impact of an environmental matter might reasonably be expected to grow as time passes.
10 National Instrument 51-102 Continuous Disclosure Obligations, s 1.1.

ESG Survey 2024

81



e Trends, demands, commitments, events and uncertainties: Issuers should consider the probability that a trend, demand, commitment, event or uncertainty
will occur and the anticipated magnitude of its impacts.

e Err on the side of materiality: If there is any uncertainty as to whether certain information is material, issuers are encouraged to disclose such information."!

With respect to investment funds, ESG disclosures are triggered where a fund’s investment objectives or strategies reference ESG factors. Accordingly, an
investment fund need not reference ESG in its name in order to trigger certain disclosure guidance provided in Staff Notice 81-334.

The required disclosures under the Modern Slavery Act are made on a continuous annual reporting basis and are due on 31 May of each year.

6. In the case of mandatory disclosures, | Most disclosures are not required to be provided in the form of separate ESG reports. Rather, such disclosures are included in the company’s continuous disclosure
are disclosures required in the form documents prescribed under securities laws. These documents include annual and interim financial statements, annual information forms, management’s
of separate ESG reports? discussions and analyses, proxy information circulars and mandatory news releases announcing material changes and accompanying material change reports.

The Modern Slavery Act requires both government and private-sector entities to submit an annual report to the Ministry of Public Safety Canada addressing,
among other things, the steps taken during the previous financial year to prevent and reduce the risk that forced labour or child labour is used at any step of the
production of goods in Canada or elsewhere by the entity or of goods imported into Canada by the entity.

7. What is the location of the ESG Most disclosures are not required to be provided in the form of separate ESG reports. Rather, such disclosures are included in the company’s continuous disclosure
disclosure (eg, SEC filings, sustainability | documents prescribed under securities laws. Refer to question 7 for a breakdown of the documents in which ESG disclosures are required to be included.
reports, company website)?

8. In the case that there is no Certain public and privately held companies opt to publicly disclose ESG-related information in annual sustainability reports or on their respective websites to
mandatory disclosure requirement, satisfy stakeholder expectations. Nonetheless, reporting issuers must be cognisant that such disclosure does not replace the continuous mandatory disclosure
do you nevertheless find that requirements set out in securities legislation.
corporates are voluntarily making
ESG disclosures in your jurisdiction as
a result of investor expectations?

9. What is the name of the regulator Members of the Canadian Securities Administrators (CSA) monitor ESG disclosure compliance in Canada. The CSA consists of the securities regulatory

in your jurisdiction that monitors
ESG disclosure compliance and
what are the penalties for non-
compliance with mandatory ESG
disclosures, if applicable? Are there
any grace periods?

authorities in each of Canada’s ten provinces and three territories.
Reporting issuers

National Instruments, which are securities rules adopted and enforced by each Canadian jurisdiction’s securities regulatory authority, set forth a robust body
of disclosure requirements for every reporting issuer in Canada. The penalties for violating securities instruments vary, including cease trade and other orders,
monetary sanctions and other ‘disciplinary actions’.

Reporting issuers (excluding investment funds) — Distributing corporations
If a corporation does not comply with the CBCA, a complainant or a creditor may apply to a court for an order directing the corporation to comply with the CBCA."
Investment funds

The securities regulator in each Canadian jurisdiction monitors ESG disclosure pursuant to the CSA's Staff Notice 81-334. While the CSA's best practices are not
mandatory, non-compliance with these best practices could result in a firm being selected for a compliance review by the regulator and being asked to take
corrective action. Further non-compliance may result in a Canadian securities regulatory authority taking a number of actions, including tracking and monitoring
the firm or individual; conducting a follow-up review; imposing terms and conditions on registration; referring the matter to the authority’s Enforcement Branch;
or suspending or revoking the registration of the firm, or certain individuals at the firm.'?

11 CSA Staff Notice 51-333 Environmental Reporting Guidance.
12 CBCA, s 243.
13 CBCA, s 243; and Securities Act, RSO 1990, ¢ S.5 (the OSA), s 11.

82 International Bar Association Securities and Capital Markets Committee



Modern Slavery Act
Regarding the reporting obligations under the Modern Slavery Act, the Minister of Public Safety and Emergency Preparedness is responsible for reviewing
annual reports and designating relevant parties to administer and enforce the Modern Slavery Act. An affected entity that fails to comply with their disclosure
obligations could face penalties of up to $250,000. In addition, individuals such as directors and officers of affected entities, may also be subject to fines and
criminal prosecution. Notably, sanctions for non-compliance do not apply to government institutions.
10. What are the penalties for false or Securities and corporate legislation in Canada provide for quasi-criminal (fines and penalties) and civil remedies (claims in damages) in the event of
misleading ESG disclosures? Will misrepresentations in documents or reports filed or made available publicly.™
our answer change depending on : ) ) ) . . . ) . . .
y g_ P 9 Accordingly, when making ESG disclosures in Canada, companies must ensure that there are no misrepresentations or inconsistencies with other forms of
whether the ESG disclosure was ) . . o ) A ) . :
disclosure. Where feasible, ESG disclosures should be specific and measurable. To reduce the risk of misstatements or inconsistencies, boards and management
mandatory or voluntary? . . . ) . .
should implement a detailed review and approval process for ESG disclosure prior to public release.
Where a corporation commits such an offence, any director or officer who knowingly authorised, permitted or acquiesced is also liable to the above penalties,
whether or not the corporation has been prosecuted or convicted.'
Additionally, under the Canadian Competition Act, as well as provincial consumer protection law, businesses making false or misleading ESG claims may be
subject to regulatory action and civil liability.'®
11. Is there a tiered disclosure system in | Although a ‘layered’ (or ‘tiered’) approach to disclosure is generally not mandatory in Canada, it may be considered to address the disclosure obligations
your jurisdiction and are there any described above.
further ESG disclosure requirements
. A Investment funds
expected in your jurisdiction in the
near future? In Staff Notice 81-334, investment funds are classified into one of four different tiers based on how significant a role ESG factors play in their investment
process. The tiers are listed in descending order as:
® ESG objective funds;
e ESG strategy funds;
e ESG limited consideration funds; and
® non-ESG funds.
The guidance sets out different disclosure expectations for investment funds depending on their tier of ESG significance.
12. Is there a system of ESG certification | There is currently no mandatory system of certification or required benchmarks for ESG in Canada.
or benchmarks that need to be
met to have an ‘ESG Approved/
Compliant’ status? For example,
is there a classification system
for environmentally sustainable
activities based on certain basic
minimum standards that are
objectively ascertainable and
transparently reportable?

14 OSA, Parts XXII, XXIII and XXIII.1; and CBCA, Parts XIX, XIX.1 and XX.

15 OSA, s 138.

16 Competition
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13. Please give a brief overview of the Please refer to question 2 for an overview of the nature and extent of ESG disclosures required to be made in Canada.
nature and extent of ESG disclosures
required to be made in your jurisdiction.
14. Is there a specific emphasis on Reporting issuers
climate change-related disclosures as ) " - . ! ) ! . .
9 R R . CSA Staff Notice 51-333 clarifies existing disclosure requirements relating to environmental matters under National Instrument 51-102. For example, the notice
part of the ESG disclosure regime, if . . . : . . . )
P . details the process for assessing whether a particular environmental matter is material and requires disclosure.
so, how does your jurisdiction require
entities to make specific Climate CSA Staff Notice 51-358 provides issuers with guidance as to how they might approach preparing disclosures of material climate change-related risks. For
Change disclosures? example, the notice categorises various types of climate-related risks that may affect an issuer’s business.
The proposed National Instrument 51-107 is specific to certain climate-related information in compliance with the Task Force on Climate-related Financial
Disclosure (TCFD) recommendations. For example, the instrument would require issuer disclosure of greenhouse gas emissions.
Federally regulated banks, insurers and pensions
In March 2023, the Office of the Superintendent of Financial Institutions (OSFI), a federal government body that regulates federal banks and financial
institutions, published Guideline B-15: Climate Risk Management, which formalises earlier signals from the federal government to gradually phase in reporting
requirements for financial institutions. OSFI also expects financial institutions to collect and assess information on climate risks and emissions from their clients.
The first disclosures under OSFl's Guideline B15: Climate Risk Management are required to be published 180 days post-fiscal year 2024. These disclosures
include the collection and analysis of client emissions, which will require non-financial sectors to collect and disclose emissions.
Furthermore, in its budget in 2022 the federal Canadian government announced plans to require federally regulated pensions to disclose the ESG considerations
they use in their portfolio construction, including climate-related risks. The government is still in the process of exploring amendments that would prescribe
these requirements.'”
15. Are the ESG disclosures ESG disclosures are not currently fully standardised in Canada. However, in March 2024, the Canadian Sustainability Standards Board (CSSB) released proposed
standardised in your jurisdiction sustainability standards to align with the global standards from the International Sustainability Standards Board (ISSB). If enacted, Canadian entities would
or do companies have latitude in disclose sustainability risks and opportunities under the first Canadian Sustainability Disclosure Standards (CSDS). Reporting would be on a voluntary basis;
terms of the extent and manner of | however, legislators and regulators may determine mandatory reporting requirements in the future.
disclosures that they make? _
Reporting issuers
Reporting issuers must make standardised governance disclosures that are prescribed by Form 58-101F1 (Form 58-101F1, Corporate Governance Disclosure).
Furthermore, reporting issuers are required to disclose material information in their continuous disclosure documents. Disclosure obligations, including the
issuance of a news release and the filing of a material change report, are triggered where a ‘material change’ occurs, and the CSA has published guidance on
how to determine whether a matter is material.'® Where an ESG-related matter or incident occurs and the matter or incident constitutes a material change, the
reporting issuer must comply with these disclosure and filing obligations.
Reporting issuers (excluding investment funds) — Distributing corporations
The requirements for disclosing diversity in senior management is prescribed by the Canada Business Corporations Regulations.'® On one hand, distributing
corporations have standardised requirements for disclosing the number and proportion of members of designated groups who are members of senior
management and/or hold positions on the board of directors (see Canada Business Corporations Regulations s 72.2: ‘designated groups’ has the same meaning
as in section 3 of the Employment Equity Act). On the other hand, distributing corporations have more leniency with respect to whether they have target
numbers of representation for designated groups and whether there are any written policies regarding the nomination of members of designated groups.
17 www.canada.ca/en/department-finance /corporate /laws-regulations /forward-regulatory-plan /regulations-amending-pensions-benefits-standards-regulations-1985-governance-transparency.html
18 National Policy 51-201 Disclosure Standards.
19 Canada Business Corporations Regulations, SOR /2001-513, s 72.2.
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Investment funds

The extent of ESG disclosure for investment funds is standardised as ESG disclosure is required in certain parts of a fund’s annual information form and/or
management report of fund performance (MRFP). However, investment funds have more leniency in the manner and language of how they may disclose ESG
information, with notable exceptions. For example:

e where a fund’s name references ESG, the fundamental investment objectives of the fund are required to reference the ESG-related aspect included in
the name; and

e funds that use proxy voting or shareholder engagement as a strategy to select investments are required to disclose how they are used by the fund.

greater, more transparent, clear and
effective ESG disclosure regime than
the one that exists presently?

16. Is there clear guidance and a Staff Notice 81-334 references the following as a non-exhaustive list of ESG factors that may be considered by investment funds in their investment decision-
definition of what applicable law making process:
envisages in terms of ESG disclosures, : : ) o . o . .
that is to ask, does applicable law o Enwronmemal: air and water pollution, biodiversity, climate change and carbon emissions, deforestation, energy efficiency, waste management and

. . water scarcity;
clearly define the scope of what is
included in Environmental, Social, e Social: community relations, data protection and privacy, diversity, employee engagement, human rights, indigenous inclusion and reconciliation, and
and Governance? labour standards; and
e Governance: audit committee structure, board diversity, bribery and corruption, executive compensation, lobbying, political contributions and
whistleblower schemes.

17. How are cross impacts between There is no system of certification/benchmarks to assess whether a company is 'ESG-compliant’ (see question 12). ESG disclosure requirements include both
ESG goals measured or taken into positive characteristics, such as investment objectives/strategies, and (potentially) negative characteristics, such as ESG risks and ESG performance. ESG
account as part of applicable law? compliance is not the subject of only one rule or one body of rules. All rules and regulations must be complied with and, for example, compliance with diversity
For example, is an investment in a disclosure requirements under corporate and securities laws would not excuse any issuer from complying with climate change disclosure rules.
coal mining company ESG compliant
if the coal mining company has
effective gender diversity policies?

Or are these goals taken into account
as a whole when measuring ESG
compliance?

18. In your view, has ESG disclosure While the disclosure regime is expected to result in increased compliance requirements, the resulting transparency can be considered to have contributed to
regulation in your jurisdiction aided enhanced corporate accountability with regard to ESG factors. It remains to be seen as to the extent of the burden that would be created by proposed climate
investor value creation, or has it change disclosure rules.
created a greater compliance burden
for companies without creating
investor value? Or does the answer
lie somewhere in the middle?

19. Would your clients like to see a Canadian regulatory agencies are engaged in a number of initiatives aimed at promoting enhanced ESG disclosure. These initiatives have received support from

certain constituencies, although the support is not universal — critics have questioned the utility and cited the increased costs and burdens for public companies
in opposition.
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20. Are there any specific mandatory On 1 January 2024, Canada’s new modern slavery legislation, otherwise known as the Fighting Against Forced Labour and Child Labour in Supply Chains Act
ESG disclosure requirements, (the "Act’) came into force. This Act imposes a new annual reporting obligation for Canadian businesses, beyond their other statutory disclosure requirements
including rules aimed at preventing under corporate and securities laws. The report is intended to detail, among other things, the steps the entity had taken during its previous financial year to
greenwashing, in connection with prevent and reduce the risk that forced labour or child labour was used at any point in its production of goods. It applies to entities that:
securities issues imposed by law or o .

. P y 1. produce, sell or distribute goods in Canada or elsewhere;

regulators (ie, other than regular

disclosures in connection with 2. import into Canada goods produced outside of Canada; or

financial reports and/or sustainabilit: ) ) . ) .

. P y 3. control an entity engaged in any activity described in (1) or (2).

or similar reports)?
Businesses must submit annual reports by 31 May each year to the Minister of Public Safety and Emergency Preparedness. The reports will also be expected
to be published on the business’s website and shared with their shareholders by the same date if the entity is incorporated under the Canada Business
Corporations Act.

21. Have you seen any development The practice of greenwashing among public companies listed on Canadian stock exchanges has become increasingly prevalent. This concern was highlighted in
with regard to ESG disclosures in the CSA's Staff Notice 51-364, Continuous Disclosure Review Program Activities for the fiscal years ended March 31, 2022 and March 31, 2021, in which the
connection with securities issues CSA stated that it had ‘observed an increase in issuers making potentially misleading, unsubstantiated or otherwise incomplete claims about business operations
or the regulatory authority’s or the sustainability of a product or service being offered, conveying a false impression commonly referred to as “greenwashing”’. In order to mitigate these
approach towards such disclosures, concerns, CSA Staff Notice 51-364 provides guidance for issuers who engage in voluntary or mandatory ESG-related disclosures.
in particular with regard to . : ) : . . ) . . . )

r:enwashin issueg7 Additionally, the CSA published Staff Notice 81-334, which provides guidance to investment funds concerning ESG disclosure practices. Staff Notice 81-334
9 9 ’ provides industry participants with a rubric for assessing their ESG-related disclosure to ensure that inadvertent greenwashing does not occur. Notably, a fund
does not need to explicitly reference an ESG concept in its name in order to trigger many of the expectations in the guidance. Rather, simply having ESG
concepts in a fund’s strategies or marketing materials may be sufficient. Conversely, in order to combat greenwashing, Staff Notice 81-334 discourages funds
from including various ESG disclosures if ESG factors are not considered to play a significant role in their investment process.

22. Are you aware of any claims Canada’s Competition Bureau (the ‘Bureau’) is an independent law enforcement agency that protects competition for the benefit of Canadian consumers and
brought, eg, by investors or businesses. It investigates, among other things, deceptive marketing practices, which include greenwashing techniques. In recent years, the Bureau has seen an
regulatory authorities, due to increase in the number of greenwashing claims.
incorrect/incomplete/misleading - . o .

. . R . There are a number of other organisations currently under scrutiny for alleged greenwashing including:
ESG disclosures in connection with ! ganisat . yu uHny gedg Washing Including
securities issues in your jurisdiction ¢ A clothing company: In relation to its marketing campaign where the company makes claims about its environmentally positive practices;
eg, in relation to greenwashing)? L . . ) - L L )
(eg 9 9) ¢ An association of hydrocarbon companies: In relation to its advertising campaign, in which it uses favourable terms to describe methane-heavy natural gas; and
e An energy company: In relation to its marketing campaign targeting new gas customers, which claims that gas is ‘clean energy’ and ‘low carbon’.
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23.

If there is a regular ESG disclosure
requirement for companies in your
jurisdiction, such as a sustainability
report, what are the mandatory
external certification/assurance
requirements in connection with
such a sustainability report or in
connection with any other ESG
disclosures that are required to be
made (or have been voluntarily
disclosed) in your jurisdiction as part
of the company’s annual reporting
obligations? Which party can
perform the assurance or give such
certification?

There are no mandatory external certification/assurance requirements in connection with ESG disclosures in Canada.

24,

What kind of developments have you
seen in relation to board oversight
and governance of ESG matters?

We have seen the following developments in relation to board oversight and governance of ESG matters:
Greenwashing and social washing

In Canada, there has been growing concern, particularly within the securities regulatory space, over greenwashing and social washing. Whereas greenwashing
refers to the deceptive practice of portraying products/services as environmentally friendly when they are not, social washing refers to the act of misrepresenting
a company'’s social responsibility efforts. Given boards are the key actors who actively manage these corporations, they are expected to oversee, prevent, and
mitigate the risks of greenwashing and social washing.

Board training and composition

As ESG expertise on boards becomes increasingly imperative, there is a shift in training practices requiring boards to include ESG-specific topics and credentials.
Additionally, there is a new tendency to create a standalone specialised committee (ie, an ESG committee, or an environmental, health, safety and sustainable
development committee) in order to oversee ESG initiatives and to ensure that the company is meeting the required standards.

Proxy advisers

Proxy advisers in Canada, such as Institutional Shareholder Services (ISS) and Glass Lewis, have emphasised the importance of the board’s role in ESG oversight.
More specifically, these proxy advisers have confirmed that they will tie, voting recommendations to how directors oversee climate change and other
environmental and social issues. For example, where Glass Lewis believes that a company has failed to properly manage or mitigate environmental or social risks,
and considers this failure to have compromised shareholder value, Glass Lewis may recommend that shareholders vote against the members of the board who
are responsible for the oversight of environmental and social risks. Proxy advisers have further provided that they will also tie their voting recommendations to
their policies on diversity expectations.
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25. How are the following standards ISSB Standards

affecting the companies in your . ) ) : ) .
Lo g P y Currently, there is no mandatory requirement to comply with the ISSB Standards in Canada. However, the Government of Canada and various Canadian
jurisdiction or how do you see your . . . ! . ) .
. . . regulatory agencies have indicated their support for the ISSB and the movement to standardise and mandate climate-related financial disclosures.
clients planning for them in the future:
L . ESRS Standards
¢ the sustainability disclosure
standards published by the The new ESRS Standards will be felt by those Canadian companies who access EU capital markets or those who have significant operations in EU countries.
International Sustainability Given Canada’s lack of a robust sustainable finance framework, Canadian companies could face significant obstacles in meeting these disclosure requirements.
Standards Board (ISSB) in June; This will result in additional compliance costs being imposed on Canadian firms and will create further barriers for Canadian firms to attract foreign capital from
. the EU and other markets that are similarly sustainability conscious.
e the first set of European y y
Sustainability Reporting Standards | Taskforce on Nature-related Financial Disclosures (TNFD) Guidance
ESRS) published by the European ) o ) ) ) ) ) ) ) o )
( )_p L v . P . While many believe it is unlikely that the TNFD will be put into wide use in Canada in the near future, there are some Canadian organisations who have piloted
Commission in July (against which i ) . . , o . .
e the system. Chartered Professional Accountants of Canada and the Institute of Sustainable Finance at Queen’s University’s Smith School of Business are co-
communities must report under i ch ¢ roll  the TNFD for Canadi ) ; d It
the EU Corporate Sustainability conveners in charge of rolling out the or Canadian companies, governments, and regulators.
Reporting Directive (CSRD)); UK Transition Plan Taskforce (TPT) Framework
e the final supporting additional The TPT Framework has not attracted as much discussion within Canada. However, this does not mean that it will not influence future Canadian
guidance published by the climate-related disclosure.
Taskforce on Nature-related
Financial Disclosures (TNFD) in
September; and
e the final disclosure framework
published by the UK Transition
Plan Taskforce (TPT) in November.

26. In your view, do the companies In our view, other than the S&P/TSX 60 companies, it remains to be seen as to whether a majority of Canadian publicly traded companies have the necessary
subject to disclosure requirements capabilities and resources needed in order to comply with the disclosure requirements, particularly those proposed in relation to climate-related disclosures. This
have the necessary capability and is likely due to the more modest scale of the Canadian market when compared to other countries, such as the US. Particularly, cost proportionality to market
resources to make the required capitalisation and capital tends to be greater for Canadian companies as compared to US and other global companies. These resource constraints result in a lack
disclosures? of understanding of the complex ESG concepts, making it difficult for Canadian companies to make the required disclosures. Small and mid-sized businesses

(SMBs) have the most challenging obstacles to overcome. Given SMBs make up approximately 97 per cent of Canadian businesses, Canadian businesses will
naturally require additional support in order to navigate the complex and resource-intensive ESG space.?

20 https:/ /ised-isde.canada.ca/site /sme-research-statistics /en /key-small-business-statistics / key-small-business-statistics-2022.
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27. Is it mandatory for companies to set | Since the release of the 2022 federal budget, in which the Canadian government committed to requiring businesses to report climate-related financial risks, we
climate-related targets? have seen many regulatory developments in Canada that draw on the framework developed by the TCFD. Among these initiatives include:
Proposed National Instrument 51-107 Disclosure of Climate-related Matters
The CSA's proposed National Instrument 51-107 will require public companies to disclose climate risks and opportunities based on the TCFD recommendation.
More specifically, Form 51-107B requires entities to: (1) explain the targets used by the issuer to manage climate-related risks and opportunities and (2) the
issuer’s performance against these targets.
OFSl's Draft Climate Risk Management Guideline
The OFSI's Draft Climate Risk Management Guideline sets out the OFSI’s expectations related to federally regulated financial institutions’ (FRFl) management of
climate-related risks. Annex 2-2 provides the minimum mandatory climate-related financial disclosure expectations, which includes: (1) describing the targets
used by the FRFI to manage climate-related risks and opportunities and (2) the FRFI's performance against these targets.
28. If not mandatory, is a voluntary Yes, many Canadian companies voluntarily commit to climate-related targets. This tends to be more common among large and established issuers within
commitment to climate-related Canada. Failing to disclose criteria could result in opportunity costs or reputational damage and possible stakeholder disenchantment.
targets, such as science-based targets
(https://sciencebasedtargets.org/
[sciencebasedtargets.orgl]) popular
amongst the companies in your
jurisdiction?
29. What are the future trends that you Continued push to standardise reporting
envisage in terms of ESG disclosures . : . . . ) - . o .
in ou?'urisdiction’ It is likely that the push to standardise Canada’s ESG reporting standards will continue. It is anticipated that increased standardisation will make ESG more
your) ’ accessible for smaller entities who have less resources and will also make it easier for stakeholders to: (1) track a company’s progress with respect to ESG matters
and (2) compare its accomplishments (or lack thereof) to its peers. Standardised ESG reporting may also improve trust and credibility by decreasing risks such as,
for example, greenwashing.
A move toward prescriptive guidance
In order to maintain its competitive position within the global marketplace, Canada is also likely to issue legislation and guidance that is more prescriptive. In
other words, Canada will likely adjust its approach to ESG by moving beyond disclosure requirements and instead, transitioning toward mandating certain
actions.
ESG due diligence
For many buyers, ESG is now a key part of the due diligence process and has the ability to influence a company’s value. While much of this due diligence has
previously focused on the ‘E" in ESG, buyers are now paying more attention to the 'S and ‘G’ factors. We anticipate that the questions asked throughout the
due diligence process will become more detailed and cover other topics such as labour laws, human rights claims, and workforce diversity.
30. Please provide your name, firm name, | Manoj Pundit, Partner, Corporate and Capital Markets

and a brief biography (optional)
about yourself.

Griffin Murphy, Articling Student

Samantha Krol, Articling Student

Borden Ladner Gervais
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for the People’s Republic of China

The People’s Republic of China

1. Which jurisdiction are you covering? The People’s Republic of China (for the purpose of this survey excluding Hong Kong, Macao and Taiwan).

2. Are ESG disclosures required to be mandatorily Two types of companies are subject to mandatory disclosures: certain state-owned companies and certain public companies listed on the
made in your jurisdiction by market participants? Shanghai Stock Exchange, Shenzhen Stock Exchange and Beijing Stock Exchange whose stock price constitute certain indexes. Companies listed

on the Hong Kong Stock Exchange are also subject to ESG disclosure rules but we are not providing answers in relation to Hong Kong laws.

3. If ESG disclosures are required, is there a distinction | State-owned enterprises (SOEs) in China are supervised by different levels of government. The disclosure rules vary somewhat between different
between the type and nature of the entity that is governmental authorities. The disclosure rules of the three stock exchanges are similar.
required to make ESG disclosures?

4. If there is a distinction, are any of these types of Public companies listed on the Shanghai Stock Exchange, Shenzhen Stock Exchange and Beijing Stock Exchange whose stock price constitute
entities not required to make ESG disclosures or SSE 180 index, STAR 50 index (Science and Technology Innovation Board 50 Index), SZSE 100 Index (Shenzhen Component Index), ChiNext
only limited disclosures are required depending on Index Component Companies and companies listed both on A share market and overseas. The requirements take effect in 2026, when these
whether they are, for example, private or public companies will be required to make ESG disclosures for the year 2025. Other listed companies are encouraged to make ESG disclosures.
unlisted companies? Are there any thresholds . ! U . . .

P v . SOEs supervised by central government made social responsibility disclosures since 2016. Local SOE supervisors have followed suit in the past
that need to be met before mandatory disclosure cars
requirements are triggered? year.

5. What are the circumstances in which such ESG The disclosures are made on a continuous annual basis.
disclosures are triggered? That is to ask, are ESG
disclosures triggered in case of certain transactions
only, or are ESG disclosures required to be made on
a continuous annual reporting basis or both?

6. In the case of mandatory disclosures, are disclosures | Ves.
required in the form of separate ESG reports?

7. What is the location of the ESG disclosure (eg, SEC Public companies should disclose ESG reports on the disclosure system managed by the stock exchange and the company website. Non-listed
filings, sustainability reports, company website)? SOEs may disclose on their website or other public channels.
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8. In the case that there is no mandatory disclosure The three stock exchanges issued mandatory disclosure rules in April 2024, although certain companies made voluntary disclosures long before
requirement, do you nevertheless find that that.
corporates are voluntarily making ESG disclosures in
your jurisdiction as a result of investor expectations?

9. What is the name of the regulator in your For public companies, it is the stock exchange that such company is listed upon, ie, the Shanghai Stock Exchange, Beijing Stock Exchange and/
jurisdiction that monitors ESG disclosure compliance | or Shenzhen Stock Exchange. Failure to make proper disclosure may result in disciplinary orders by the stock exchange. No specific grace period
and what are the penalties for non-compliance with | is mentioned in the rules.
mandatory ES.G disclosures, if applicable? Are there For SOEs, they may be subject to rectification orders by the State-Owned Asset Supervision and Administration Committee of the relevant
any grace periods?

government and the relevant personnel’s KPIs may be affected.

10. What are the penalties for false or misleading Failure to make proper disclosure by listed companies may result in disciplinary orders by the stock exchange. The rules apply to public
ESG disclosures? Will your answer change companies which make voluntary disclosures. For SOEs, it may be subject to rectification orders by the State-Owned Asset Supervision and
depending on whether the ESG disclosure was Administration Committee of the relevant government and the relevant personnel’s KPls may be affected.
mandatory or voluntary?

11. Is there a tiered disclosure system in your It is expected that legislation will continue to focus on listed companies and SOEs.
jurisdiction and are there any further ESG disclosure
requirements expected in your jurisdiction in the
near future?

12. Is there a system of ESG certification or No.
benchmarks that need to be met to have an ‘ESG
Approved/Compliant’ status? For example, is
there a classification system for environmentally
sustainable activities based on certain basic
minimum standards that are objectively
ascertainable and transparently reportable?

13. Please give a brief overview of the nature and The disclosures to be made by public companies are comprehensive and largely follow international standards, while also incorporating
extent of ESG disclosures required to be made in China’s interpretation of the ESG concept. The scope of E and G are similar to those in western markets while the scope of S has Chinese
your jurisdiction. characteristics, such as contribution to rural area development, overdue payment owed to small-to-medium enterprises and so on.

14. Is there a specific emphasis on climate change-related | Yes. Public companies subject to mandatory disclosure requirements should disclose Scope 1 and Scope 2 GHG emissions and are encouraged
disclosures as part of the ESG disclosure regime, if so, | to make Scope 3. Companies should also disclose the measures they take to tackle the climate change and so on.
how does your jurisdiction require entities to make
specific Climate Change disclosures?

15. Are the ESG disclosures standardised in your Yes. The format of disclosures made by public companies is standardised.
jurisdiction or do companies have latitude in
terms of the extent and manner of disclosures
that they make?

16. Is there clear guidance and a definition of Yes.
what applicable law envisages in terms of ESG
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in
Environmental, Social, and Governance?
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17.

How are cross impacts between ESG goals measured
or taken into account as part of applicable law?

For example, is an investment in a coal mining
company ESG compliant if the coal mining company
has effective gender diversity policies? Or are

these goals taken into account as a whole when
measuring ESG compliance?

There is no ESG compliance rule.

18.

In your view, has ESG disclosure regulation in your
jurisdiction aided investor value creation, or has it
created a greater compliance burden for companies
without creating investor value? Or does the
answer lie somewhere in the middle?

It is yet to be seen whether the mandatory disclosure rules for public companies will help investors to make an assessment. It may help green
debt investors select suitable targets.

19.

Would your clients like to see a greater, more
transparent, clear and effective ESG disclosure
regime than the one that exists presently?

ESG performance has not yet become a mainstream consideration for domestic equity investors. Debt investors would welcome more
disclosures as they have a green debt quota granted by central bank. Foreign investors welcome more ESG disclosures to meet foreign LPs’
requirements.

20.

Are there any specific mandatory ESG disclosure
requirements, including rules aimed at preventing
greenwashing, in connection with securities issues
imposed by law or regulators (ie, other than regular
disclosures in connection with financial reports and/
or sustainability or similar reports)?

There are no specific rules on greenwashing.

21.

Have you seen any development with regard to
ESG disclosures in connection with securities issues
or the regulatory authority’s approach towards
such disclosures, in particular with regard to
greenwashing issues?

There are no specific rules on greenwashing.

22.

Are you aware of any claims brought, eg, by
investors or regulatory authorities, due to
incorrect/incomplete/misleading ESG disclosures
in connection with securities issues in your
jurisdiction (eg, in relation to greenwashing)?

No.

23.

If there is a regular ESG disclosure requirement
for companies in your jurisdiction, such as a
sustainability report, what are the mandatory
external certification/assurance requirements
in connection with such a sustainability report
or in connection with any other ESG disclosures
that are required to be made (or have been
voluntarily disclosed) in your jurisdiction as part
of the company’s annual reporting obligations?
Which party can perform the assurance or give
such certification?

No mandatory external certification requirement. There have been quite a few ESG certification agencies in China.
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24,

What kind of developments have you seen in
relation to board oversight and governance of
ESG matters?

ESG has become a popular topic among public companies and SOEs, and boards have started to attach more and more importance to ESG
matters.

25.

How are the following standards affecting the
companies in your jurisdiction or how do you see
your clients planning for them in the future:

¢ the sustainability disclosure standards published
by the International Sustainability Standards
Board (ISSB) in June;

o the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));

¢ the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and

¢ the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

There have been quite a few discussions around ISSB rules, although it is yet to be seen how such rules would affect Chinese companies. Listed
companies, especially those also listed outside of PRC, such as in Hong Kong, may be required to follow ISSB disclosure rules. The other rules
mentioned above may affect China in an indirect way: ie, through European companies who have built their supply chains in China.

26.

In your view, do the companies subject to disclosure
requirements have the necessary capability and
resources to make the required disclosures?

There are many agencies who provide this service and the penalties for greenwashing are not commonly seen, if any.

27.

Is it mandatory for companies to set climate-related
targets?

The central government has set a ‘dual carbon goal’, ie, reaching peak carbon emissions before 2030 and achieving carbon neutrality before
2060. Many SOEs have set KPIs around this national goal. Companies who are on the supply chain of customers who made carbon emission
commitments are also required to set climate-related targets, such as science-based targets (SBT).

28.

If not mandatory, is a voluntary commitment
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/
[sciencebasedtargets.org]) popular amongst the
companies in your jurisdiction?

They are becoming more popular. Companies with international business tend to choose internationally recognised targets such as SBTi, while
others tend to choose local certification agencies.

29.

What are the future trends that you envisage in
terms of ESG disclosures in your jurisdiction?

China is part of the supply chain of many western companies and is naturally subject to the ESG regulations in the EU. In order to have more say
in ESG regulations, China is likely to formulate more ESG disclosures/compliance rules.

30.

Please provide your name, firm name, and a brief
biography (optional) about yourself.

Name: Miles Ma
Firm Name: Fangda Partners

Brief Biography: Miles Ma is a corporate partner of the Shanghai office of Fangda. He specialises in corporate matters, capital market and M&A
transactions. He heads the firm’s General Industries practice group.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Colombia

Colombia

1. Which jurisdiction are you covering?

Colombia

2. Are ESG disclosures required to be mandatorily
made in your jurisdiction by market participants?

Yes.

The Colombian Financial Superintendency (CFS) issued External Circular 031 of 2021 to provide instructions on the disclosure of information
regarding social and environmental issues, including climate issues, based on the principle of ‘financial materiality’.

3. If ESG disclosures are required, is there a distinction
between the type and nature of the entity that is
required to make ESG disclosures?

Yes.

There is a distinction between the type and nature of entity required to disclose ESG information. Annex 2 of External Circular 031 of 2021
differentiates issuers and their obligations to disclose information on social and environmental issues, including climate issues, in the periodic
end-of-year report and quarterly periodic report, as follows:

1. Group A: refers to issuers that are part of MSCI Colcap and those that meet two of the following criteria as of 31 December of the
immediately preceding year:

a. have assets in excess of COP 3.8m legal monthly minimum wages in force (salario minimo mensual legal vigente or SMMLV);
b. have annual revenue equal to or greater than COP 1.9m SMMLV; or
c. have a payroll equal to or greater than 1,000 employees.

2. Group B: refers to trust, collective investment funds, private equity funds and securitisation schemes.

3. Group C: includes issuers that do not comply with the characteristics of Group A, Group B and Group D.

4. Group D, refers to the following: (a) issuers under temporary registration; and (b) issuers of pension bonds.

In addition, the survey ‘Cédigo Pais’ conducted by the CFS implements a reporting scheme for issuers, on recommendations and best practices
for corporate governance, based on the ‘comply or explain’ principle.
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4. If there is a distinction, are any of these types of In all cases, issuers must disclose information, yet the amount and detail of the required submissions differ as follows.
entities not required to make ESG disclosures or L . . o ) . .
. q . . Companies in Group A are required to disclose comprehensive information related to climate matters as guided by the TCFD (Task force on
only limited disclosures are required depending on ) ) . ) . o :
. . Climate-related Financial Disclosures) framework, and other social and environmental matters as per the SASB (Sustainability Accounting
whether they are, for example, private or public Standard Board) guidelines. They must also report on any subsidiaries, if applicable
unlisted companies? Are there any thresholds g - ney P y - 1t app ’
that need to be met before mandatory disclosure Companies in Group B should detail how they integrate environmental and social considerations into their investment policies. They need to
requirements are triggered? explain how these strategies contribute to environmental and social objectives, specify if they employ the Colombian Green Taxonomy for
classifying permissible activities, and identify assets in their investment portfolios or projects.
Companies in Groups C and D are only required to provide a brief description of the procedures they have implemented to identify material
information.
Thresholds for mandatory disclosures in Group A are determined based on the level of assets, revenue, and payroll as of December 31 of the
previous year.
5. What are the circumstances in which such ESG ESG disclosures are required as part of the regular reporting cycle, which includes the annual report and quarterly reports, which purpose is to
disclosures are triggered? That is to ask, are ESG report any material changes that could impact stakeholders or investment decisions. (External Circular 031 of 2021.)
disclosures triggered in case of certain transactions . : . . ! o . . .
99 . . Also, ESG disclosures are necessary when issuers engage in specific transactions, such as issuing thematic bonds (green, social, sustainable, and
only, or are ESG disclosures required to be made on AT . N . .
. . . orange bonds) or Sustainability-Linked Bonds (or loans). These requirements are outlined in External Circular 020 of 2022 and External Circular
a continuous annual reporting basis or both? ) . : ) . .
008 of 2022, respectively. They mandate detailed reporting on ESG matters, such as reports on fund investments and compliance with ESG
KPIs.
In addition, under Law No 1328 of 2009, regulated by Decree 3341 of 2009 and included in Decree 2555 of 2010 Article 2.36.8.1.1, financial
institutions are required to disclose information related to their social programs aimed at supporting vulnerable sectors.
6. In the case of mandatory disclosures, are disclosures | Yes.
required in the form of separate ESG reports? . . ) ) L . - . .
In accordance with the regulations, while ESG disclosures are a part of the periodic information entities are required to disclose, they must be
presented as separate reports. Specific guidance on the format and content of these separate reports is detailed in the regulation (eg, External
Circular 031 of 2021).
7. What is the location of the ESG disclosure (eg, SEC As most ESG information requirements are mandatory for issuers registered in the Registro Nacional de Valores y Emisores (RNVE), reports
filings, sustainability reports, company website)? including ESG disclosures are typically found on the CFS website. Additionally, these disclosures are available on the respective companies’
websites, often under sections dedicated to investor relations or sustainability.
8. In the case that there is no mandatory disclosure Yes.
requirement, do you nevertheless find that ) L . . . . . L . .
. . . Certain Colombian issuers have pioneered ESG disclosure and actively disseminate sustainability information to the market on a voluntary basis,
corporates are voluntarily making ESG disclosures ) . ) .
. T N driven by investor expectations and a commitment to transparency.
in your jurisdiction as a result of investor
expectations? For example, since 2011, Grupo Nutresa, an issuer listed on the RNVE, has been conducting its materiality analysis. This process involves
identifying and evaluating the ESG factors that could significantly impact the company’s ability to generate value in the short, medium, and long
term, helping it prioritise its sustainability efforts.
Additionally, various non-public Colombian companies have adopted voluntary sustainability programs and produced reports based on
international reporting standards like the Global Reporting Initiative (GRI).
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9. What is the name of the regulator in your The regulator that oversees compliance with ESG disclosure requirements in Colombia is the CFS. Non-compliance with mandatory ESG
jurisdiction that monitors ESG disclosure compliance | disclosures can be classified as an offence against the securities market, primarily because it undermines the transparency of information that
and what are the penalties for non-compliance with | must be provided to the market.
mandatory ESG disclosures, if applicable? Are there . . ) ) . . . . .
anv grace periods? The penalties for non-compliance can include warnings, monetary fines, or even suspension of activities, depending on the severity and frequency

v p ’ of the violations. Bearing in mind that the regulation is recent, we are not aware of sanctions imposed by the CFS regarding this matter.
Issuers which for the first time become part of the Group A category will have a maximum period of two years from the date of category change to
transmit the report, through the RNVE. However, there are no established grace periods for non-compliance with mandatory ESG disclosures.

10. What are the penalties for false or misleading Colombian regulators have a latent concern regarding false or misleading ESG information.

ESG disclosures? Will your answer change . : : ) . : ) . . .

. y . 9 This matter is addressed in External Circular 005 of 2022 concerning the green taxonomy in Colombia, which defines what constitutes a green

depending on whether the ESG disclosure was : . . ) .
investment, thereby increasing transparency and helping to prevent greenwashing.

mandatory or voluntary?
In cases where ESG disclosure is mandatory, such as during securities issuance, presenting false information through the RNVE could trigger an
administrative investigation. Such violations may result in penalties ranging from fines to suspensions or other legal actions, depending on the
severity and impact of the false information. Consumer claims and potential criminal charges, such as fraud, could also arise.
Additionally, for voluntary disclosures, while the immediate legal consequences may not be as severe as in mandatory cases, the reputational
damage and potential consumer lawsuits and backlash can still lead to significant consequences for the issuer.
Currently, Bill 101/23 is under discussion in the Colombian Congress, aiming to specifically penalise greenwashing practices. This legislation, if
passed, would further define and potentially enhance penalties for misleading or false claims, strengthening the regulatory framework against
greenwashing.

1. Is there a tiered disclosure system in your Yes.
jurisdiction and are there any further ESG disclosure ! L ) ) : . . P
! . . v . As mentioned, there is a tiered disclosure system in Colombia under External Circular 031 of 2021, where issuers are classified into Groups A,
requirements expected in your jurisdiction in the L er . L . ) : . .
near future? B, C, and D, each with differing ESG disclosure obligations. Group A typically includes larger companies, requiring the most comprehensive ESG

’ disclosures, while Groups B through D have lighter requirements.
In 2023, the Superintendency of Companies issued External Circular 100-000010. This circular sets forth recommendations for companies under
its surveillance, specifically those with revenues or assets above COP 40,000 SMLMV or in specific sectors with revenues or assets above COP
30,000 SMLMV, to voluntarily conduct due diligence on sustainability impacts and present an annual sustainability report. These reports are to
be compiled in accordance with recognised international reporting standards such as TCFD, SASB, and GRI, and shared with stakeholders. This
regulation is expected to transition from voluntary to mandatory in the near future.

12. Is there a system of ESG certification or Yes.
benchmarks that need to be met to have an ‘ESG . ) P . .

., . Colombia has implemented a system of ESG certification or benchmarks through regulatory measures. The most notable is External Circular 005
Approved/Compliant’ status? For example, is . ) )
P . of 2022, which establishes the Colombian Green Taxonomy.

there a classification system for environmentally

sustainable activities based on certain basic External Circular 031 of 2021 mandates that Companies in Group A disclose information related to climate issues according to the TCFD, and

minimum standards that are objectively social and environmental matters in the terms of the SASB guidelines.

ascertainable and transparently reportable? . ) ) ) o ) ) )
For Companies in Group B and issuers of green bonds, there is an expectation to utilise an internationally recognised taxonomy such as the
Colombian Green Taxonomy, to define permissible activities and assets in their investment portfolios, projects, or issuances.
Additionally, External Circular 020 of 2022 dictates that the information for the authorisation of bond issues should reference the international
standards set by the International Capital Market Association (ICMA) for thematic bonds.
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13. Please give a brief overview of the nature and In the financial sector, the CFS has enacted various regulations, including External Circular 031 of 2021. This circular differentiates the disclosure
extent of ESG disclosures required to be made in obligations of issuers based on their size and type. It aims to tailor ESG risk management to the specific needs and capacities of different entities.
our jurisdiction. . . o . . . ' . .
your) Additionally, for the real sector, the Superintendency of Companies introduced External Circular 100-000010 in 2023. This regulation advises companies
to voluntarily conduct sustainability due diligence and to issue annual sustainability reports, facilitating transparency and stakeholder engagement.
These measures are part of Colombia’s broader strategy to adopt international best practices for sustainability, enhance corporate transparency,
achieve national sustainability objectives, and mitigate ESG risks.

14. Is there a specific emphasis on climate change-related | Companies listed in Group A under External Circular 031 of 2021 are required to disclose climate-related matters in accordance with the
disclosures as part of the ESG disclosure regime, if so, | guidelines set by the TCFD. The TCFD framework helps organisations more effectively disclose climate-related financial risks and opportunities,
how does your jurisdiction require entities to make focusing on areas such as the actual and potential impacts of climate change on the organisation, governance, strategy, risk management, and
specific Climate Change disclosures? metrics and targets.

15. Are the ESG disclosures standardised in your ESG disclosures in Colombia are partially standardised under External Circular 031 of 2021. This circular mandates disclosures in accordance
jurisdiction or do companies have latitude in with frameworks like the TCFD, SASB, and the Colombian Green Taxonomy.
terms of the extent and manner of disclosures " o . .
that thev make? However, beyond these specified mandates, companies in Colombia are not bound to follow a uniform set of standards or benchmarks. They

y ’ have the option to adopt an international standard that best fits their operational context and stakeholder expectations. Among these, the
Global Reporting Initiative (GRI) is notably popular.
16. Is there clear guidance and a definition of In Colombia, while significant advances have been made in developing ESG criteria, the legal definition of ESG remains somewhat fragmented

what applicable law envisages in terms of ESG
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in
Environmental, Social, and Governance?

across various regulations and guidelines. There is no single law that comprehensively defines the full scope of ESG disclosures.
External Circular 031 of 2021 primarily focuses on environmental and social disclosures, including climate matters.

The Green Taxonomy of Colombia defines what constitutes a green investment within the Colombian context, and classifies economic activities
and assets that significantly contribute to environmental objectives. It is aligned with national commitments and policies on environmental
sustainability, providing clear criteria for investments to be considered ‘green.’

External Circular 020 of 2022 issued by the CFS characterises the thematic bonds that may be issued in Colombia according to their specific purpose,
as follows:

1. Green bonds: Refers to securities in which the funds are used exclusively to finance or refinance, either in part or in full, assets or projects
that contribute to the achievement of environmental objectives, including climate, biodiversity conservation and ecosystem services;

2. Social bonds: Refers to securities in which the resources are used exclusively to finance or refinance, either in part or in full, assets or projects
that contribute to the achievement of social objectives, including those of gender equality;

3. Sustainable bonds: Refers to securities in which the funds are used exclusively to finance or refinance, either in part or in full, assets or
projects that simultaneously contribute to the achievement of social and environmental objectives; and

4. Orange bonds: Refers to securities in which the resources are destined exclusively to finance or refinance, either in part or in full, assets or
projects to promote the integral development of the creative and cultural industries that comprise those sectors that encompass the creation,
production and commercialisation of goods and services based on intangible content of a cultural nature or that generate protection within
the framework of copyright.

The CSF ‘Codigo Pais’ survey defines the corporate governance disclosures that issuers are expected to make annually, guiding companies on
best practices in corporate governance.

Law 1328 of 2009 addresses the social component by mandating financial institutions to disclose their social responsibility programmes.

This fragmented approach indicates that while there are specific guidelines and standards for various aspects of ESG, a consolidated and unified
ESG disclosure law is not yet in place.
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17.

How are cross impacts between ESG goals measured
or taken into account as part of applicable law?

For example, is an investment in a coal mining
company ESG compliant if the coal mining company
has effective gender diversity policies? Or are

these goals taken into account as a whole when
measuring ESG compliance?

The measurement of cross-impacts among ESG goals in Colombia relies on a materiality analysis that determines which aspects of ESG are most
pertinent for a given investment or company activity. For instance, an investment in a coal mining company is not deemed ESG compliant based
solely on effective gender diversity policies. Although such policies contribute to social and governance goals, they must be balanced against the
environmental impact of coal mining operations.

Both the materiality analysis and the specific investment approach guide how the different ESG objectives are weighted and integrated to
determine if an investment is truly ESG-compliant.

To facilitate comprehensive assessments, the guidelines set forth in Colombia’s Green Taxonomy are utilised. This taxonomy aids in classifying
economic activities that significantly contribute to environmental objectives.

Under External Circular 008 of 2022, which addresses the requirements for Sustainability-Linked Bonds, issuers should, among other things: (1)
define KPIs, justify their relevance, and outline measurement methods based on recognised standards or frameworks such as ISO14064, SASB,
TCFD, or the Colombian Green Taxonomy; and (2) provide regular reports to the market on the performance of KPIs.

18.

In your view, has ESG disclosure regulation in your
jurisdiction aided investor value creation, or has it
created a greater compliance burden for companies
without creating investor value? Or does the
answer lie somewhere in the middle?

In the 1970s, the focus of Colombian companies was primarily on the production and creation of economic resources. By the 1990s, with the
advent of environmental institutionalisation and laws, there was a shift towards enforcing these norms. Over the last 20 years, following the
ratification of several international agreements including the Paris Agreement, there has been a significant evolution in business practices.

Colombia is actively evolving its regulatory framework to align with international environmental standards and commitments, including
compliance with its nationally determined contribution (NDC). This involves extending ESG disclosure requirements beyond the financial sector
to include a broad range of industries, thus integrating ESG considerations into corporate decision-making.

It is evident that consumers, investors, and government policies have increasingly integrated ESG criteria into market decisions. The strategic
benefits perceived by companies are substantial, compelling them to comply with ESG practices, whether voluntarily or mandated.

Compliance with ESG criteria has proven to offer not only reputational benefits but also helps companies identify risks and opportunities more
effectively. This is advantageous not only for the firms themselves but also enables regulatory authorities to foresee potential crisis events or
financial stress scenarios better.

Moreover, banks and government initiatives are promoting the creation of businesses that integrate ESG standards into their operations. This
support is often materialised through incentives such as lower interest rates or tax exemptions.

Additionally, ESG disclosures have enhanced transparency for investors, allowing them clearer insights into the operations and values of firms.
This transparency aids in making more informed investment decisions.

Furthermore, the implementation of ESG frameworks has strengthened companies’ internal control, significantly improving the management
of associated ESG risks. These developments enhance overall corporate governance and contribute to long-term sustainability and investor
confidence.

19.

Would your clients like to see a greater, more
transparent, clear and effective ESG disclosure
regime than the one that exists presently?

Colombia has been developing a comprehensive ESG framework aimed at supporting sustainable growth. Despite these policies, a gap persists
between the regulatory framework and its practical implementation. This gap is partly due to the lack of adequate training within companies
and, in some cases, misalignment with public sector objectives.

Additionally, the absence of significant ESG crises may reduce the urgency for adopting more rigorous sustainability measures. This situation
highlights the need for a proactive rather than reactive approach to enforcing ESG compliance, ensuring that the sector advances toward a
sustainable and more inclusive economy.

Implementing penalties for non-compliance could enhance enforcement and transparency in line with existing standards, which will need to be
continuously updated and adjusted as implementation progresses.
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biography (optional) about yourself.

20. What are the future trends that you envisage in We anticipate a shift toward more stringent and comprehensive regulatory requirements across various industries. Specifically, we expect to see
terms of ESG disclosures in your jurisdiction? an expansion of mandatory ESG disclosure regulations and a deeper integration of ESG risks into corporate risk management strategies. This
evolution will likely involve more detailed and standardised regulations for assessing and reporting on ESG factors.
21. Please provide your name, firm name, and a brief

Mariana Posse Velasquez is the founding partner of Posse Herrera Ruiz and directs the department of financial law and capital markets.

In matters of financial law, she has advised multilateral credit organisations and commercial markets in Europe and the US for financing
companies and groups of companies in Colombia from various economic sectors, such as mass consumption, telecoms, mining and oil
companies, manufacturing, energy and infrastructure.

She has also participated in the design and structuring of transactions, bond issuance, issuance and offer of shares, ownership list of shares and
public acquisition offers, among others, both in local and international markets subject to Rule 144A/Reg, S.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Denmark

Denmark

1. Which jurisdiction are you covering? Denmark

2. Are ESG disclosures required to be mandatorily According to the Danish Financial Statements Act, certain enterprises must report on non-financial social responsibility, including environmental
made in your jurisdiction by market participants? matters, social and staff matters, and matters relating to human rights, anti-corruption and bribery.

3. If ESG disclosures are required, is there a distinction | Yes, only large enterprises (enterprises with a balance sheet total of DKK 156m, revenue of DKK 313m and an average of 250 full-time
between the type and nature of the entity that is employees during the financial year (following the implementation of CSRD, expected later in 2024, the thresholds for the balance sheet total
required to make ESG disclosures? and revenue will be increased to DKK 195m and DKK 391m, respectively) and listed companies are required to report on non-financial social

responsibility according to the Danish Financial Statements Act.

4. If there is a distinction, are any of these types of Only large enterprises and listed companies are required to report on non-financial social responsibility. Please refer to the answer to question 3.
entities not required to make ESG disclosures or A subsidiary forming part of a group is not required to disclose such information if the parent has submitted such a report.
only limited disclosures are required depending on
whether they are, for example, private or public
unlisted companies? Are there any thresholds
that need to be met before mandatory disclosure
requirements are triggered?

5. What are the circumstances in which such ESG ESG disclosures are required to be made on a continuous annual reporting basis.
disclosures are triggered? That is to ask, are ESG
disclosures triggered in case of certain transactions
only, or are ESG disclosures required to be made on
a continuous annual reporting basis or both?

6. In the case of mandatory disclosures, are disclosures | ESG disclosures must be a supplement to the management commentary of the annual report. If the enterprise discloses non-financial social
required in the form of separate ESG reports? responsibility information according to international guidelines or standards, such as the UN Global Compact, the enterprise can use the report

prepared according to international guidelines or standards as ESG disclosures in accordance with the Danish Financial Statements Act.

7. What is the location of the ESG disclosure (eg, SEC The annual report must be uploaded to the website of the enterprise.
filings, sustainability reports, company website)?
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8. In the case that there is no mandatory disclosure N/A
requirement, do you nevertheless find that
corporates are voluntarily making ESG disclosures
in your jurisdiction as a result of investor
expectations?

9. What is the name of the regulator in your The Danish Business Authority is the relevant Danish regulator.
jurisdiction that monitors ESG disclosure compliance
and what are the penalties for non-compliance with
mandatory ESG disclosures, if applicable? Are there
any grace periods?

10. What are the penalties for false or misleading Enterprises can be penalised with fines for not fulfilling the requirements in the Danish Financial Statements Act in relation to non-financial
ESG disclosures? Will your answer change social responsibility reporting. In very extreme cases, it may potentially result in the compulsory dissolution of the company. If ESG disclosures
depending on whether the ESG disclosure was are not mandatory, enterprises would not be penalised by fines for not fulfilling the reporting requirements.
mandatory or voluntary? The legislative proposal for the implementation of the CSRD also provides for penalties for members of the governing body of the

company in case of non-compliance with the reporting obligations. Such persons may receive a fine if they fail to provide a sustainability
report with a sustainability reporting statement, or if they provide a sustainability report with a sustainability reporting statement from an
unqualified person.

11. Is there a tiered disclosure system in your No. However, the future European Corporate Sustainability Due Diligence Directive and the CSRD will also be implemented in Danish law and
jurisdiction and are there any further ESG disclosure | then be applicable to Danish enterprises. The legislative process is expected to be concluded over the course of the next one or two months and
requirements expected in your jurisdiction in the the amendments to the relevant Danish legislation are expected to enter into force on 1 June 2024.
near future?

12. Is there a system of ESG certification or Currently no system of ESG certification or benchmarks needs to be met but the assurance requirements of sustainability reporting
benchmarks that need to be met to have an ‘ESG included in the legislative proposal for the implementation of the CSRD are aligned with the requirements set out in the CSRD. The
Approved/Compliant’ status? For example, is Danish transposition includes the option for independent assurance services providers to become accredited to undertake the assurance
there a classification system for environmentally of sustainability information. The Danish government is currently preparing additional legislation in this respect, which is currently
sustainable activities based on certain basic expected to be presented in autumn 2024.
m|n|mu.m standards that are objectively Companies that are subject to the new sustainability reporting requirements from the financial year 2024 must appoint a sustainability auditor
ascertainable and transparently reportable? . . . - L . . s .

as the assurance provider at a general meeting. According to the legislative proposal it is possible to appoint a sustainability auditor already at
the upcoming annual general meetings in spring 2024. This applies even though the act has not yet been adopted and has not entered into
force at the time of the general meeting.

According to the legislative proposal the sustainability auditor must be registered with the Danish Business Authority no later than 1 October 2024.
It is not a requirement that the same auditor who reports on the financial statements also provides an assurance on the sustainability reporting.

13. Please give a brief overview of the nature and Enterprises must supplement the management commentary of the annual report with a non-financial social responsibility report (CSR
extent of ESG disclosures required to be made in report). The report must include information on environmental matters, including the enterprise’s activities to reduce the climate impact
your jurisdiction. of its activities, social and staff matters, and matters relating to human rights, anti-corruption and bribery. The information is intended to

ensure that the enterprise’s development, situation and profit or loss, and how the enterprise’s activities affect the areas mentioned in the
second sentence are understood. The report must include information on the enterprise’s CSR policies in respect of the areas mentioned
in the subsection, including information on any CSR standards, guidelines or principles applied by the enterprise. If the enterprise has
decided not to have a policy in one or more areas, the report must explain why in a clear manner. For each policy area, the following
information must be disclosed:
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1. the content of the enterprise’s CSR policies;
2. how the enterprise turns its CSR policies into action, including any relevant systems or procedures;
3. due diligence processes if any such processes are applied by the enterprise; and

4. the enterprise’s assessment of the results achieved as a result of its CSR activities during the financial year and any expectations for its
future activities.

14.

Is there a specific emphasis on climate change-related
disclosures as part of the ESG disclosure regime, if so,
how does your jurisdiction require entities to make
specific Climate Change disclosures?

Yes, enterprises must include information on how their activities impact the climate.

15.

Are the ESG disclosures standardised in your
jurisdiction or do companies have latitude in terms
of the extent and manner of disclosures that they
make?

Enterprises have latitude in terms of the format, visualisation and so on of their report. However, the requirements in the Danish Financial
Statements Act in relation to the content of the report must be fulfilled.

16.

Is there clear guidance and a definition of
what applicable law envisages in terms of ESG
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in
Environmental, Social, and Governance?

Yes, the scope is defined in the Danish Financial Statements Act, and the Danish Business Authority has also provided guidelines on the
requirements.

17.

How are cross impacts between ESG goals measured
or taken into account as part of applicable law?

For example, is an investment in a coal mining
company ESG compliant if the coal mining company
has effective gender diversity policies? Or are

these goals taken into account as a whole when
measuring ESG compliance?

There is no such specific rule and/or established practice in this respect.

18.

In your view, has ESG disclosure regulation in your
jurisdiction aided investor value creation, or has it
created a greater compliance burden for companies
without creating investor value? Or does the
answer lie somewhere in the middle?

The answer lies somewhere in the middle, as both investors and other stakeholders have an increasing focus on ESG. However, companies also
experience challenges with keeping up with the increased legal requirements.

19.

Would your clients like to see a greater, more
transparent, clear and effective ESG disclosure
regime than the one that exists presently?

Generally, there is a wish for more standardised and transparent data.
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20. Are there any specific mandatory ESG disclosure ESG disclosure requirements fall under the general rules for prospectus disclosure pursuant to the Prospectus Regulation, as well as the
requirements, including rules aimed at preventing European Securities and Markets Authority’s (ESMA)'s guidelines and recommendations.
reenwashing, in connection with securities issues : ) . ) . ) L
9 9 . ESG disclosure is more and more viewed as reaching the materiality threshold for inclusion in prospectuses as a result of:
imposed by law or regulators (ie, other than regular
disclosures in connection with financial reports and/ | 1. ESMA's statement to national competent authorities from July 2023 and in anticipation of future regulation, including as a result of the
or sustainability or similar reports)? potential adoption of the Listing Act;
2. anincreased focus on such disclosures by the regulators, for instance the Danish FSA has issued a statement that if ESG disclosure is included
in marketing materials it is viewed as material and such information should also be included in the prospectus; and
3. investor expectations.
With increased disclosure requirements in the annual reports, we expect that a similar level of disclosure of material will be included in prospectuses.
21. Have you seen any development with regard to There is an increased focus on ensuring that certain ESG-related statements are not misleading. The DFSA has, for this purpose, established
ESG disclosures in connection with securities issues | a department specialising in ESG-related matters and has indicated it could request supporting documentation for confirmation of certain
or the regulatory authority’s approach towards statements or goals to avoid greenwashing.
such disclosures, in particular with regard to ) . . L . ) . .
L P 9 The Danish FSA has conducted a thematic review of sustainability disclosures in prospectuses and key investor information documents (KIIDs)
greenwashing issues? . . - . . . . .
for a number of funds that have sustainable investments as an objective. This review showed that certain funds had provided overly generic
disclosures on sustainability issues: the Danish FSA has issued orders to these management companies to take remedial action.
22. Are you aware of any claims brought, eg, by To our knowledge there have not been any such claims in connection with securities issues in Denmark.
investors or regulatory authorities, due to
incorrect/incomplete/misleading ESG disclosures in
connection with securities issues in your jurisdiction
(eg, in relation to greenwashing)?
23. If there is a regular ESG disclosure requirement Please refer to the answer to question 12.
for companies in your jurisdiction, such as a
sustainability report, what are the mandatory
external certification/assurance requirements in
connection with such a sustainability report or in
connection with any other ESG disclosures that
are required to be made (or have been voluntarily
disclosed) in your jurisdiction as part of the
company'’s annual reporting obligations? Which party
can perform the assurance or give such certification?
24. What kind of developments have you seen in We have seen that companies oversee governance of ESG matters either by designated ESG/sustainability board committees or in the
relation to board oversight and governance of audit committees.
ESG matters?
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25.

How are the following standards affecting the
companies in your jurisdiction or how do you see
your clients planning for them in the future:

¢ the sustainability disclosure standards published
by the International Sustainability Standards
Board (ISSB) in June;

o the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));

¢ the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and

¢ the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

The ESRS will apply to Danish companies, and we expect that most Danish companies will follow the relevant standards for the upcoming
reporting in accordance with the CSRD.

26.

In your view, do the companies subject to disclosure
requirements have the necessary capability and
resources to make the required disclosures?

Danish companies are in the process of preparing for the upcoming comprehensive disclosure requirements as a result of the CSRD.

27.

Is it mandatory for companies to set climate-related
targets?

Yes, in relation to climate-related disclosure mentioned in the answer to question 14, it is also a requirement to set climate-related targets.

28.

If not mandatory, is a voluntary commitment
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/
[sciencebasedtargets.org]) popular amongst the
companies in your jurisdiction?

Please refer to the answer to question 27.

29.

What are the future trends that you envisage in
terms of ESG disclosures in your jurisdiction?

Danish enterprises focus on the future European Corporate Sustainability Due Diligence Directive and CSRD, and how these will impact
enterprises.

30.

Please provide your name, firm name, and a brief
biography (optional) about yourself.

Gorrissen Federspiel:
Rikke Schigtt Petersen, partner, Capital Markets, M&A, Corporate

Emily Nordin, practice area counsel, Capital Markets, M&A, Corporate

Yas Farah Bahsh Akbatani, associate, Capital Markets, M&A, Corporate
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Finland

Finland

Which jurisdiction are you covering?

Finland

Are ESG disclosures required to be mandatorily
made in your jurisdiction by market participants?

Yes. EU law requires certain companies to disclose information on the way they operate and manage social and environmental challenges under
the Corporate Sustainability Reporting Directive (2022/2464/EU) (CSRD). The EU directive has been implemented into Finnish national law
mainly in chapter 7 of the Finnish Accounting Act (1336/1997, as amended) (kirjanpitolaki).

In addition, the Taxonomy Regulation (EU 2020/852) and Regulation (EU 2019/2088) on sustainability-related disclosures in the financial services
sector (SFDR) impose additional mandatory disclosure obligations.

Compared to 2022, we have changed references to the EU Accounting Directive (2013/34/EU) and the EU Non-Financial Reporting Directive
(2014/95/EU) (NFRD) to the CSRD. The CSRD amended, among others, the EU Accounting Directive, EU laws concerning audits (Regulation (EU)
No 537/2014 and Directive 2006/43/EC) and the Transparency Directive (2004/109/EC) and will gradually replace the NFRD.

If ESG disclosures are required, is there a distinction
between the type and nature of the entity that is
required to make ESG disclosures?

EU rules on corporate sustainability reporting currently apply to public interest entities (PIEs) that are large undertakings whose average number
of employees during the financial year has exceeded 500.

As an update to 2022: In addition, the reporting rules apply to parent undertakings of large groups with an average of 500 employees in the
group during the financial year. These companies shall begin to report in accordance with the CSRD requirements for the financial year 2024
with reports to be published in 2025.

As an update to 2022: As a national expansion to the scope of the CSRD requirements, reporting rules shall apply to comparable cooperative
societies, pension foundations and pension funds in Finland. This is to ensure that the published information is consistent regardless of the legal
form of business activities.

Pursuant to the Finnish Accounting Act, PIEs include:

1. entities whose shares, bonds or other securities are admitted to trading on a regulated market;
2. credit institutions; and

3. insurance companies.

Further, pursuant to the Finnish Accounting Act, a large undertaking is defined as a reporting entity exceeding at least two of the following
three thresholds on the balance sheet date of the last financial year and the one immediately preceding it:
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1. total assets of €20m;
2. net turnover of €40m; and
3. average number of employees during the financial year is 250.

As an update to 2022: Please see question 11 regarding the tiered disclosure system.

4. If there is a distinction, are any of these types of Pursuant to the Finnish Accounting Act, if the reporting entity is a parent undertaking of a group located in the European Economic Area,
entities not required to make ESG disclosures or the parent undertaking shall issue a statement regarding the group. Subsidiaries whose information is included in the parent undertaking’s
only limited disclosures are required depending on statement do not need to issue a separate statement. As an update to 2022: This exception, however, does not apply to a subsidiary that is a
whether they are, for example, private or public large listed undertaking.
unlisted companies? Are there any thresholds . . - . _— I .
P v . As an update to 2022, the following has been added: Regarding the limited disclosure obligations, pursuant to the Finnish Accounting Act,
that need to be met before mandatory disclosure ; ) ) . : o o
. X small and medium-sized listed companies that are subject to the CSRD may prepare a limited sustainability report.
requirements are triggered?
Compared to 2022, we added 'located in the EEA'.
5. What are the circumstances in which such ESG ESG disclosures shall be presented in connection with the annual financial statements. As an update to 2022: The disclosures shall be in a
disclosures are triggered? That is to ask, are ESG digital format.
disclosures triggered in case of certain transactions
only, or are ESG disclosures required to be made on
a continuous annual reporting basis or both?
6. In the case of mandatory disclosures, are disclosures | ESG disclosures are a separate component of the management report required in connection with the annual financial statements.
required in the form of separate ESG reports? N . o . .
9 P P As an update to 2022: The sustainability report must be published in digital form. As a consequence of the implementation of the CSRD, the
sustainability report can no longer be a separate document from the management report, and it must be published in digital form.
The following has been removed from the answer to the 2022 survey due to the implementation of the CSRD: ‘However, the reporting entity
may disclose the information in a report separate from the management report, provided that it is made public at the same time as the
management report. Alternatively, the separate report may be published on the reporting entity’s website within six months from the balance
sheet date, provided that the management report includes a reference to this separate report to be published later on the website.’
7. What is the location of the ESG disclosure (eg, SEC The disclosure is a part of the management report and is made available on the reporting entity’s website.
filings, sustainability reports, company website)? ) . — . : . .
9 yrep pany ) As an update to 2022: The entity must submit the sustainability report together with the annual financial statements to the Finnish Patent and
Registration Office. The disclosure must be in the Swedish or Finnish language.
8. In the case that there is no mandatory disclosure Yes. Despite the mandatory disclosure obligation only applying to entities of a certain type and size, some entities that are not subject to the
requirement, do you nevertheless find that legal requirement for ESG disclosure have chosen to disclose sustainability reports.
corporates are voluntarily making ESG disclosures
. P P y g No changes to the answer of 2022.
in your jurisdiction as a result of investor
expectations?
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9. What is the name of the regulator in your The Finnish Financial Supervisory Authority (the FIN-FSA) supervises compliance with the Finnish Accounting Act by certain entities under its
jurisdiction that monitors ESG disclosure compliance | supervision, including the PIEs referred to in the answer to question 3 (entities whose shares, bonds or other securities are admitted to trading
and what are the penalties for non-compliance with | on a regulated market, credit institutions and insurance companies).

mandatory ESG disclosures, if applicable? Are there

any grace periods? Compared to 2022, the following has been added: The Finnish legislator did not introduce any specific penal sanctions when implementing

the CSRD into Finnish law. Non-compliance with mandatory ESG disclosures is limited to administrative sanctions, namely to the appropriate
filing of the report: The wilful or grossly negligent failure to file the management report for registration with the Finnish Trade Register may be
punishable by a fine.

Compared to 2022, the following has been removed: ‘Further, the auditor of the reporting entity shall check whether the ESG disclosures
required under the Finnish Bookkeeping Act have been provided.’

10. What are the penalties for false or misleading Disclosing false or misleading ESG information is not, in and of itself, subject to specific penalties.
ESG disclosures? Will your answer change
depending on whether the ESG disclosure was
mandatory or voluntary?

As an update to 2022: However, the Finnish Securities Market Act (46/2012, as amended) (arvopaperimarkkinalaki) sets out the general
prohibition to give false or misleading information, according to which it is prohibited to provide false or misleading information in the
marketing and exchange of securities or other financial instruments in business as well as upon fulfilling the disclosure obligation in accordance
with the act (for example, financial disclosures, including the sustainability report in the management report). Intentional or grossly negligent
breaches of such prohibition are also criminalised under the Finnish Criminal Code (39/1889, as amended) (rikoslaki) and could lead to fines or
imprisonment up to two years.

Further, the EU Market Abuse Regulation (MAR) ((EU) No 596/2014) prohibits market manipulation, and pursuant to the Finnish Criminal
Code, disseminating false or misleading information concerning a financial instrument (eg, shares or bonds) can constitute the criminal offence
of market manipulation, which is punishable by fine or imprisonment. Furthermore, the Finnish Financial Supervisory Authority may impose
pecuniary administrative penalties for market manipulation.

As an update to 2022: Pursuant to the Finnish Accounting Act, the board of directors and the CEO of the companies subject to the CSRD are
collectively responsible for sustainability reporting the same way as they are responsible for the financial statements under the general duty of
care. However, the liability for damages of the board of directors and the CEQO is determined severally for each person and in accordance with
general doctrines governed by the Finnish Companies Act (624/2006, as amended) (osakeyhtiolaki).

As an update to 2022: However, enforcers may challenge, for instance, issuers’ disclosed commitments to reach targets related to climate risks
in order to identify and prevent potential greenwashing. Enforcers may require further explanations to be disclosed and/or supporting evidence
to be provided to ensure the consistency and coherence of the steps planned, actions taken and different milestones. The FIN-FSA has stated
that it will pay more attention in its IFRS supervision to the consistency of financial statements and ESG claims in the management report.

As an update to 2022: The above-mentioned general prohibitions set out in the Finnish Securities Market Act and MAR apply regardless of
whether the ESG disclosure is mandatory or voluntary, and, therefore, the penalties for false or misleading ESG disclosures are mainly the same
in both scenarios.

As an update to 2022: The main difference in penalties for mandatory or voluntary disclosure relates to the requirement set out in the Finnish
Accounting Act, under which companies subject to the CSRD are required to submit ESG reports as part of their management report to the Finnish
Patent and Registration Office, as well as to the requirement set out in the Finnish Auditing Act (1141/2015, as amended) (in Finnish: tilintarkastuslaki),
under which the statutory auditor must provide assurance of the reported sustainability information. These requirements do not apply to companies
that are not subject to the CSRD, and thus the sanctions related to the failure to submit an ESG report to the Finnish Patent and Registration Office
under the Finnish Accounting Act or the failure in providing such assurance under the Finnish Auditing Act do not apply either.
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As an update to 2022: The above-mentioned assurance of reported sustainability information is a new requirement under the CSRD. The
European Commission has adopted a progressive approach, where the initial approach is ‘limited assurance’. The end goal is to progress to
‘reasonable assurance’ in the longer term. Under Finnish law, only statutory auditors with required special qualifications are eligible for providing
such assurances.

11. Is there a tiered disclosure system in your The following answer has been changed in its entirety from 2022:
jurisdiction and are there any further ESG disclosure . . . . . .
! . . v . The remaining requirements of the CSRD will come into force in the following order:
requirements expected in your jurisdiction in the
near future? As of 1 January 2025, rules on reporting apply to large listed and unlisted companies and consolidated groups that meet at least two of the
following criteria set out in the Finnish Accounting Act:
1. more than 250 employees;
2. revenue of €20m; or
3. more than €40m in turnover.
As of 1 January 2026, rules on reporting apply to listed small and medium-sized undertakings except micro-companies. However, small and
medium-sized undertakings that are listed on a stock exchange may prepare their management report without a sustainability report for
financial years starting before 1 January 2028, provided that the management report states the reason for this deviation.
In addition, ESG disclosures are linked to CS3D, which will impose more requirements in the forthcoming years. The CS3D introduces a
corporate due diligence duty to identify, prevent, stop, mitigate and account for negative environmental and human rights impacts.
12. Is there a system of ESG certification or There is no certification or benchmark that the authorities would grant, whereas private entities, such as Nasdaq Helsinki, may grant certifications.
benchmarks that need to be met to have an ‘ESG " . ) ) o . . . _
L . However, entities within the scope of the CSRD must disclose how and to what extent their activities are associated with economic activities
Approved/Compliant’ status? For example, is . . : . ) ) .
P . that qualify as environmentally sustainable under the EU Taxonomy Regulation ((EU) 2020/852). The EU Taxonomy Regulation defines an activity
there a classification system for environmentally ! . . . . . . . L S
. L . . to be environmentally sustainable if it: (1) contributes substantially to one of six defined environmental objectives; (2) does not significantly
sustainable activities based on certain basic . . . . . . . . . T
. L harm any of the environmental objectives; (3) complies with a series of minimum social safeguards; and (4) complies with the scientifically based
minimum standards that are objectively ) . o . -
. technical screening criteria established by the European Commission.
ascertainable and transparently reportable?
As an update to 2022: In addition, Delegated Regulation (2023/2772/EV), issued under the CSRD, contains the first package of European
Reporting Standards (ESRS) which specify the sustainability-related information that companies will have to disclose in the format specified in
the ESRS. The ESRS have five specific standards for environmental information (climate change, pollution, water and marine sources, biodiversity
and ecosystems, resource use and circular economy), four standards for social information (own workforce, workers in the value chain, affected
communities, consumers and end-users) and one standard on governance (business conduct).
13. Please give a brief overview of the nature and As a short description, the disclosure must contain, among other things, the following information, taking into account the company’s own
extent of ESG disclosures required to be made in operations and value chain, including its products and services, business relationships and supply chain:
our jurisdiction. ) . ) . . . .
your] 1. how the reporting entity handles environmental matters, social and employee-related matters, respect for human rights and anti-corruption
and anti-bribery matters ('ESG Matters’);
2. risks and opportunities for the business model and strategy arising from ESG Matters;
3. financing and investment plans and other plans to ensure that its strategy and business model are compatible with the transition to a
sustainable economy, and with the limiting of global warming to 1.5°C in line with the Paris Agreement and with the objective of achieving
climate neutrality by 2050;
4. time-bound and outcome-oriented targets concerning the ESG Matters, and progress towards them;
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5. sustainability-related expertise and functions of the board of directors of the company and incentive schemes related to ESG Matters;

6. procedures for taking ESG Matters into account, including a description of the most significant actual or potential adverse impacts related to the
company's own operations and its value chain, and a description on its policies and actions to prevent, mitigate and remediate these impacts; and

7. adescription of the principal risks related to ESG Matters, and an explanation of how the reporting entity manages those risks, and non-
financial KPIs relevant to the reporting entity’s business.

As an update to 2022: The ESG disclosures must also include information on the taxonomy eligibility of the company’s activities as set out in the
EU Taxonomy Regulation. Non-financial companies must disclose the following KPIs: (1) the proportion of their turnover derived from products
or services associated with taxonomy-aligned economic activities; (2) the proportion of their capital expenditure related to assets or processes
associated with taxonomy aligned economic activities; and (3) the proportion of their operating expenditure related to assets or processes
associated with taxonomy-aligned economic activities.

Compared to 2022, we have added items 2-6. We have also shortened our answer and removed the following: ‘When preparing the disclosure,
the reporting entity may rely on national, EU or international frameworks. If it does so, it shall specify which frameworks it has relied upon.’

14. Is there a specific emphasis on climate change- Yes, there is a specific emphasis, as the environmental objectives defined under the EU Taxonomy Regulation include climate change mitigation
related disclosures as part of the ESG disclosure and adaptation. Other objectives are the sustainable use and protection of water and marine resources, the transition to a circular economy,
regime, if so, how does your jurisdiction require pollution prevention and control, and the protection and restoration of biodiversity and ecosystems.
entities to make specific Climate Change . ) ) . .
disclosures? P 9 As an update to 2022: One of the standards of the ESRS is a climate change standard, referenced as ESRS E1, which requires companies to

’ disclose whether they have a transition plan for climate change mitigation, including GHG reduction targets, as well as an explanation of how
the company’s targets are compatible with the limiting of global warming to 1.5°C in line with the Paris Agreement. Climate change is the only
ESG standard for which a reporting company has to provide an explanation even if it has determined that the issue is not material to it. The
company must include a detailed explanation in its report describing how and why it has reached that conclusion and omitted information on
climate change, which underlines the importance of this standard.
As an update to 2022: The Finnish Accounting Act requires that the sustainability report must include a summary description of financing
and investment plans and other plans to ensure that the objective of the Paris Agreement of limiting global warming and achieving climate
neutrality is met.
Compared to 2022, we have removed the reference to the European Commission’s guidelines.

15. Are the ESG disclosures standardised in your The following answer has been changed in its entirety from 2022:
jurisdiction or do companies have latitude in : . - . . o
! P . ESG disclosures are standardised as the contents of reporting is governed by Chapter 7 of the Finnish Accounting Act and the ESRS. In addition,
terms of the extent and manner of disclosures . . ) o . . -

ESG disclosures are more standardised as the reported information is required to be prepared in a digital XHTML format.
that they make?

16. Is there clear guidance and a definition of The following answer has been changed in its entirety from 2022:

what applicable law envisages in terms of ESG
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in
Environmental, Social, and Governance?

Yes, Chapter 7 of the Finnish Accounting Act contains provisions regarding guidance on ESG disclosures. The ESRS sets out more concrete
contents of the ESG disclosures.
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17. How are cross impacts between ESG goals measured | Under the EU Taxonomy Regulation, one of the three preconditions for an activity to be deemed sustainable is the so-called ‘do no significant
or taken into account as part of applicable law? harm’ principle. This means that an activity may be treated as sustainable only if it does not cause significant harm to any of the environmental
For example, is an investment in a coal mining objectives set out in the EU Taxonomy Regulation.
company ESG compliant if the coal mining compan . . . . : . o

pany . P . . .. 9 pany As an update to 2022: The CSRD and ESRS set out the information that is required to be disclosed in the sustainability report, but do not as
has effective gender diversity policies? Or are ) L o . . .
. such give a statement on whether an entity is ‘ESG compliant’, encompassing all of the environmental, social and governance factors. There
these goals taken into account as a whole when ’ o . ) \ o .
measuring ESG compliance? are third party organisations that give out ESG ratings that measure a company’s ESG performance. The EU is going to start regulating these
’ actors and a regulation on the transparency and integrity of ESG rating activities is underway. The regulation sets out requirements on the
governance of these actors and on the transparency of the methodologies that they use in giving out ratings. The regulation was approved by
the European Parliament on 24 April 2024 and still needs to be formally approved by the European Council. Once the text is formally approved
by the Council, the new regulation enters into force on the 20th day following that of its publication in the Official Journal of the EU. It shall
apply from 18 months after the entry into force.
Further, compared to 2022, we have changed the mention of ‘any other sustainable activity’ to ‘any of the environmental objectives set out in
the EU Taxonomy Regulation’.

18. In your view, has ESG disclosure regulation in your | The answer lies somewhere in the middle. As an update to 2022: ESG disclosure regulation leads to more extensive reporting and requires
jurisdiction aided investor value creation, or has it companies to have expertise in ESG-related matters. However, the companies that are subject to the CSRD are required to disclose standardised
created a greater compliance burden for companies | information, and the reports must be published in a digital XHTML format. Standardised disclosure requirements may have a positive impact to
without creating investor value? Or does the the value of ESG reports to investors, as the reported information is more transparent and comparable than before.
answer lie somewhere in the middle? . . - . .

Compared to 2022, we have removed the following: ‘The compliance burden can be argued to be limited because reporting companies are left
with a fairly wide margin of discretion regarding the scope of information to be disclosed — however, the lack of comparability resulting from
divergent reporting formats adversely impacts [the value of ESG reports to investors].’

19. Would your clients like to see a greater, more There seems to be no one single right answer. Some companies find value in ESG reporting, whereas others consider it to be an
transparent, clear and effective ESG disclosure unnecessary burden.
regime than the one that exists presently? ) . . . . . .

9 P v As an update to 2022: However, in the future, increased regulation will require companies to be more aware of ESG disclosures. However,
companies with a more pronounced sustainability and ESG agenda perhaps more typically would wish to see at least a more level playing field
for a broader range of companies and perhaps clearer and more transparent regulation across the board.

20. Are there any specific mandatory ESG disclosure At the moment there are no specific mandatory ESG disclosure requirements in connection with securities issues, but if sustainability/ESG
requirements, including rules aimed at preventing considerations are relevant for the issue in question, the Prospectus Regulation (PR) and the guidelines issued by the European Securities and
greenwashing, in connection with securities issues Markets Authority (ESMA) in its public statement on sustainability disclosure in prospectuses on 11 July 2023 ('ESMA Sustainability Disclosure
imposed by law or regulators (ie, other than regular | Statement’) must be followed.
disclosures in connection with financial reports and/ . S . . . .

L . P The PR sets out the test for what information is to be included in the prospectus. According to Article 6(1) of the PR:
or sustainability or similar reports)?
‘... a prospectus shall contain the necessary information which is material to an investor for making an informed assessment of:
(a) the assets and liabilities, profits and losses, financial position, and prospects of the issuer and any guarantor;
(b) the rights attaching to the securities; and
(c) the reasons for the issuance and its impact on the issuer.’
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Sustainability-related disclosures in prospectuses and particularly as regards risk factors are mentioned in Recital 54 of the PR, which states that
'[...] environmental, social and governance circumstances can also constitute specific and material risks for the issuer and its securities and, in
that case, should be disclosed’. Accordingly, issuers should consider sustainability-related matters when preparing prospectuses to the extent
that the effects of those matters are material. The requirement is context-specific, so that the type of sustainability information that is required
to satisfy the test in Article 6(1) will depend on the materiality of the information to an investor, the nature of the issuer, the circumstances of
the issuer and the type of securities in question.

The ESMA Sustainability Disclosure Statement underlines the relevant requirements concerning both equity and non-equity securities. ESMA
expects that material sustainability-related disclosure is included in equity and non-equity prospectuses as well as final terms in accordance with
Article 6(1) of the PR.

In its public statement, ESMA recommends taking the following points into consideration:
1. issuers should provide the basis for any statements concerning their sustainability profile or that of the securities they issue;

2. while an issuer might state in a risk factor that its sustainability expectations may differ from those of an investor or that the notion of
sustainability may change according to scientific progress, relevant legislation and/or investor preferences, ESMA considers that sustainability-
related disclaimers should not be used to excuse non-performance of factors over which the issuer exercises control; and

3. the comprehensibility of any sustainability disclosure should be ensured by complying with the requirements set out in Article 37(1) (Criteria
for the scrutiny of the comprehensibility of the information contained in the prospectus) of Commission delegated regulation 2019/980
supplementing the PR (‘Regulation regarding format, content, etc, of Prospectus’). In particular, the prospectus should clearly define the
components of mathematical formulas and, where applicable, clearly describe the product structure. Any technical terminology relating to
sustainability should also be adequately defined.

ESMA states that to the extent that sustainability-related disclosures published in an issuer’s non-financial reporting in accordance with the Non-
Financial Reporting Directive and the sustainability reporting under the CSRD are material in the context of Article 6(1) of the PR, issuers should
include those disclosures in equity prospectuses.

Regarding prospectuses relating to non-equity securities, ESMA expects prospectuses and final terms relating to non-equity securities advertised
as taking into account a specific ESG component or pursuing ESG objectives, such as ‘use of proceeds’ bonds and ‘sustainability-linked’

bonds, to include the disclosure required pursuant to Article 6(1) PR and the relevant annexes to the Regulation regarding format, content,

etc, of Prospectus (Annexes 14 and 19). The necessary disclosure will depend on the characteristics of the non-equity securities in question so
that issuers and their advisers should consult with ESMA and national competent authorities (NCAs) if there is any uncertainty regarding the
disclosure requirements, as these will vary based on the specific attributes of the non-equity securities being issued.

The following guidelines are limited to non-equity securities that are specifically advertised as having an ESG component or pursuing ESG objectives.

e For 'use of proceeds’ bonds, ESMA expects that issuers will disclose details on how the funds will be utilised and managed, as well as
data that allows investors to evaluate the sustainability goals guiding the project evaluation and selection process. Prospectuses might,
for instance, present a condensed version of the key details from their ‘green bond framework’ or cite the relevant laws that define the
sustainability criteria for the projects, if such legislation exists.

Regarding prospectuses concerning sustainability-linked bonds, ESMA expects information about the selected key performance indicator(s)
(KPIs), the sustainability performance target(s) (SPTs) and information enabling investors to assess the consistency of the KPIs and its
associated SPTs with the relevant sector-specific science-based targets (if any) and the issuer’s sustainability strategy.

e ESMA advises issuers of ‘use of proceeds’ or ‘sustainability-linked" bonds to specify in their prospectus if they plan to release post-issuance
information. This disclosure should clarify the type of information that will be disclosed and where it can be found. For instance, an issuer
might provide the web address where investors can view the post-issuance information.
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ESMA and NCAs have observed that some issuers include sustainability-related disclosures in their advertisements that is not included in their
prospectus. If this disclosure is material under Article 6(1) of the PR, it should first be included in their prospectus. For example, this could be via
a supplement to the prospectus. The importance of the sustainability-related disclosure in the advertisement for investors is an indicator of its
materiality. This also ensures the consistency of the information in the advertisement with the information in the prospectus, as required under
articles 22(3) and (4) of the PR.

The EU is also considering the introduction of ESG disclosure requirements for the prospectuses of non-equity securities that are marketed based
on ESG factors. The Listing Act Initiative proposes this inclusion along with the integration of CSRD reporting in equity prospectuses. The Listing
Act is expected to enter into force in summer 2024 with the changes becoming applicable 15 months thereafter.

The European Supervisory Authorities (ESAs) have assessed risk areas and causes of greenwashing in the sustainable investment value chain and
have published their Progress Reports on Greenwashing in the financial sector in June 2023. The ESAs will publish final greenwashing reports in
May 2024 and will consider final recommendations, including on possible changes to the EU regulatory framework.

21. Have you seen any development with regard to The FIN-FSA has not directly approached ESG disclosures in connection with securities issues. In its supervision, the FIN-FSA has emphasised
ESG disclosures in connection with securities issues | ESG risks as part of the long-term trends in the operating environment, but this cannot be considered the main focus. FIN-FSA has referred to
or the regulatory authority’s approach towards the guidance published by ESMA on sustainability considerations to be considered in the preparation of prospectuses. For further information,
such disclosures, in particular with regard to please refer to the answer provided above.
greenwashing issues?

22. Are you aware of any claims brought, eg, by On the date hereof, we are not aware of any claims in our jurisdiction brought due to ESG disclosures in connection with securities issues.
investors or regulatory authorities, due to
incorrect/incomplete/misleading ESG disclosures in
connection with securities issues in your jurisdiction
(eg, in relation to greenwashing)?

23. If there is a regular ESG disclosure requirement The CSRD, or more specifically, ESRS annexed to the Commission Delegated Regulation (EU) 2023/2772, issued under the CSRD, regulate ESG
for companies in your jurisdiction, such as a disclosure requirements in the EU. The ESRS specify the information that companies must disclose in their sustainability report, which under the
sustainability report, what are the mandatory CSRD must be included in the company’s management report, regarding their ESG impacts, risks, and opportunities. The CSRD also introduces a
external certification/assurance requirements in comprehensive supervision and assurance regime for sustainability reporting. The sustainability report is required to be audited by an accredited,
connection with such a sustainability report or in independent auditor or certifier who must ensure that the sustainability information provided complies with the ESRS.
connectl.on with any other ESG disclosures that. According to CSRD, large undertakings and small and medium-sized undertakings, except micro undertakings, which are PIEs, shall include
are required to be made (or have been voluntarily S : ' o . )
disclosed) in your jurisdiction as part of the ? sustainability rgport in thg company S. marl1‘agement‘report. The directive enters into force gradually. From 1 lJanuary 2024, large public

, . L . interest companies are subject to sustainability reporting requirements. These companies must prepare their first reports in 2025. The scope of
company'’s annual reporting obligations? Which ) . - . .
. companies subject to reporting is extended in the following years.

party can perform the assurance or give such

certification? The sustainability report in the company’s management report shall be verified by an auditor approved as a sustainability reporting auditor or
by an audit firm registered as a sustainability audit firm. The statutory auditor or the principal statutory auditor of the audit firm must have
a specific qualification as a sustainability reporting auditor. Sufficient knowledge can be acquired by attending a professional training course
provided by a professional association of auditors or another body, which includes at least 30 hours of study on sustainability reporting and
assurance. Such training is for example offered by the organisation of Finnish auditors (Suomen Tilintarkastajat ry). However, after 1 January
2026, only those who have the training and experience in sustainability reporting and certification as defined by law and who have also passed
a qualification exam on the subject can be approved as sustainability reporting auditors.
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The requirements for assurance are not as stringent as those for the audit of financial statements. The purpose is to provide the reader of a
sustainability report with only ‘limited assurance’ on the accuracy of the reported information, whereas for financial statements ‘reasonable
assurance’ is required (however, the possible requirement to provide reasonable assurance for sustainability reports will be revisited by the
European Commission in 2028, if providing reasonable assurance is deemed feasible). The company’s general meeting shall appoint the
sustainability auditor. The same auditor and audit firm can act both as the sustainability auditor as well as the financial auditor.

The Finnish Auditing Act, implementing the CSRD, mandates that the sustainability auditor must issue for each financial year a dated and
signed sustainability reporting assurance report, which 1) identifies the sustainability reporting company that is the subject of the sustainability
report; and 2) a description of the scope of the assurance, identifying the sustainability assurance standards to which the assurance has been
performed. In the sustainability assurance report the auditor has to include a statement on whether the requirements of the Finnish Accounting
Act implementing CSRD, the ESRS and the requirements of article 8 of the Taxonomy Regulation have been complied with.

Many companies in Finland have already had their sustainability disclosures verified on a voluntary basis for example according to the standards
set out by the Global Reporting Initiative. These voluntary sustainability disclosures have been verified mostly by the four big consulting firms
(KPMG, Ernst & Young, Deloitte and PricewaterhouseCoopers), and these entities continue to have a big presence in the shift to mandatory
sustainability reporting assurance.

24,

What kind of developments have you seen in
relation to board oversight and governance of ESG
matters?

In accordance with the CSRD, audit committees of the board of directors should be assigned certain tasks related to sustainability reporting
and sustainability reporting assurance. Pursuant to the Finnish Companies Act, the monitoring and assessment of sustainability reporting and
its assurance is mandated for the boards of directors of public interest entities. If the public interest entity has established an audit committee,
it is tasked with presenting to the board of directors the 1) results of the audit and the sustainability reporting assurance; 2) its view on how
the audit and the sustainability reporting assurance has enhanced the trustworthiness of the disclosure; and 3) an assessment of how the audit
committee has contributed to the integrity of sustainability reporting and to describe its role in the assurance process. The audit committee is
responsible for monitoring the sustainability reporting process and related mandatory electronic reporting process, the process to identify the
information reported in accordance with ESRS, the effectiveness of the internal quality control and risk management systems and the internal
audit of the sustainability reporting as well as the implementation of the audit and sustainability reporting assurance.

In addition, the Finnish Securities Market Association is expected to start the work to update the Finnish Corporate Governance Code with
regard to sustainability issues during 2024.

ESG indicators are used in the remuneration schemes of many listed companies. In 2022, according to a study conducted by Ernst & Young, the
share of ESG metrics in STI programs was 17 per cent, and in LTI programs, it was a slightly smaller 12 per cent, in Finnish large cap and mid-cap
companies (€1 billion market capitalisation and €150m market capitalisation, respectively). In all the large and mid-cap companies assessed in
the study, 20 per cent of companies had ESG-indicators in place in their remuneration schemes. Another study by Deloitte showed that in 2022,
42 per cent of large companies incorporated ESG metrics into the annual bonus while in long-term incentive plans the figure is 16 per cent.

With the introduction of mandatory sustainability reporting, the oversight of ESG reporting is under the responsibility of the board of directors.
The board of directors must sign a statement to the effect that the sustainability report has been prepared in compliance with ESRS and article 8
of the Taxonomy Regulation.

The expected entry into force of CS3D will set further obligations on large Finnish companies and certain franchising companies within the
scope of the Directive in particular with regard to their corporate sustainability policies and risk management systems, climate transition plan
and chain of activities. Companies may need to reassess their strategy to make it compatible with the transition to a sustainable economy
and limiting global warming to 1.5°C in line with the Paris Agreement, in light of the requirements of the CS3D. Preparations for the national
implementation of CS3D could be underway as early as autumn 2024.
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25.

How are the following standards affecting the
companies in your jurisdiction or how do you see
your clients planning for them in the future:

¢ the sustainability disclosure standards published
by the International Sustainability Standards
Board (ISSB) in June;

¢ the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));

¢ the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and

¢ the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

The sustainability disclosure standards published by the International Sustainability Standards Board (ISSB) in June

Implementation of the sustainability disclosure standards of the ISSB is not legally required. However, the recitals of the CSRD state that the
EU standards should take account of any sustainability reporting standards developed under the auspices of the IFRS Foundation. According
to CSRD, to avoid unnecessary regulatory fragmentation, union sustainability reporting standards should contribute to the process of
harmonisation of sustainability reporting standards at global level, by supporting the work of the ISSB.

Companies falling into the scope of the CSRD will have to follow the ESRS. As the standards published by the ISSB are not as such
interchangeable with the ESRS and are non-binding, companies can only utilise them to support their work on the legally required sustainability
disclosures. When using for example the standards of the ISSB, the disclosures shall still meet the requirements for qualitative characteristics

of information of the ESRS. However, certain companies that are not yet covered by the CSRD may opt to utilise the ISSB standards to, for
example, prepare for the scope of the CSRD expanding in the following years or to have data at hand related to their sustainability impacts.

The European Financial Reporting Advisory Group (EFRAG) has proclaimed that complying with the ESRS is in line with the ISSB requirements
in relation to climate change. Additionally, the European Commission, EFRAG and the ISSB are working on interoperability guidance material
regarding climate-related disclosure requirements that helps entities navigate between the standards set out in the ESRS and the ISSB’s
standards from a practical point of view. As a result, if the company is under the scope of the CSRD and ESRS, at least disclosures related to
climate change should be automatically in line with the ISSB, with further guidance on interoperability inbound.

The ISSB standards do not enter into force as such but are adopted by countries at national level. Finland has not yet made the ISSB standards
nationally binding. Market pressure and the impact of value chain reporting are expected to encourage voluntary adoption at a large scale. The
International Organisation of Securities Commissions (I0SCO) is currently preparing its own recommendation on the implementation of the standards.

The first set of European Sustainability Reporting Standards (ESRS) published by the European Commission in July (against which
companies must report under the EU Corporate Sustainability Reporting Directive (CSRD))

It is mandatory for companies that fall within the scope of the CSRD to assess double materiality under the CSRD and the ESRS and thus identify
which parts of the ESRS they must disclose information under. Only reporting of required information under ESRS 2 (General Disclosure) is
mandatory for all companies that fall under the scope of the CSRD. However, if a company views climate change as not material for its activities
and therefore does not include it in its sustainability report, it must explain why this is the case.

In our view, especially large companies in Finland have started preparing for sustainability reporting well in advance, some by preparing ‘practice
reports’. According to the information received by the FIN-FSA, sustainability reporting implementation projects have started or implementation
plans are well advanced.

According to the Survey of Large Corporations 2024 conducted by OP Corporate Bank, 56 per cent of respondent companies have had to
change subcontractors or suppliers due to corporate responsibility obligations. The share of such companies has grown by 13 per cent in a year.

The final supporting additional guidance published by the Taskforce on Nature-related Financial Disclosures (TNFD) in September

As with the standards developed by the ISSB, the disclosure recommendations and guidance prepared by the TNFD are not legally binding and

as such do not require companies to adopt them in their disclosures. However, they can be utilised to fill the requirements of ESRS. ESRS E3 and
E4 have to do with water and marine resources and biodiversity and the ecosystem, and the ESRS are in many ways aligned with the TNFD's
recommendations. The TNFD recommendations are therefore to an extent interoperable with the ESRS. Indeed, EFRAG and the TNFD are working
on the finalisation of a detailed interoperability mapping illustrating the high level of commonality achieved, to be published early 2024.

The guidelines by the TNFD do not appear to be widely applied by Finnish companies, but some institutional investors and companies at the
forefront of sustainability have already reported under the TNFD guidelines or plan to do so in the near future.

The final disclosure framework published by the UK Transition Plan Taskforce (TPT) in November

The disclosure framework published by the UK Transition Plan Taskforce is only relevant for businesses operating in the UK.
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26.

In your view, do the companies subject to disclosure
requirements have the necessary capability and
resources to make the required disclosures?

It seems that large companies are well prepared for the disclosure requirements, but smaller companies may have some challenges in putting
the required reporting processes in place. The FIN-FSA conducted a survey addressed to the audit committees of Finnish listed companies
regarding sustainability reporting with the results published in December 2023. According to the survey, Finnish companies are in different
stages when it comes to implementing sustainability reporting with some companies being ready to start the process in the beginning of 2024
and some companies struggling with the timetable for the implementation of the new sustainability reporting.

The surveyed audit committees have recognised a need for additional internal resources and expertise but, according to several audit committees,
there are many challenges in preparing for sustainability reporting. Many companies use external expertise to ensure they have the necessary
competences. Sufficient resources are also being ensured through broad organisational involvement. Boards of several companies deem the
timetable for different reporting standards too tight. The FIN-FSA also views sustainability reporting as a major skills challenge, and organising
sustainability reporting requires extensive cooperation within an organisation. The FIN-FSA considers the scarcity of resources and expertise to be
one of the main challenges in implementing sustainability reporting. The FIN-FSA also considers it important that the expertise of external experts is
sufficiently transferred to companies and that companies are involved to the extent necessary in the work carried out by external experts.

27.

Is it mandatory for companies to set climate-related
targets?

Pursuant to the Finnish Accounting Act Chapter 7, Section 4, Subsection 1(4), the sustainability report is required to include a summary of the
implementation of financial and investment plans and other plans to ensure the achievement of the objective to limit global warming to 1.5°C
as agreed in the Paris Agreement, and the objective of achieving climate neutrality by 2050, as per the European Climate Law (Regulation (EU)
2021/1119 of the European Parliament and of the Council of 30 June 2021 establishing the framework for achieving climate neutrality and
amending Regulations (EC) No 401/2009 and (EU) 2018/1999) (‘European Climate Law’).

Moreover, pursuant to Chapter 7, Section 5, Subsection 1 (1) of the same Act, the sustainability report must include a description of the time-
bound sustainability targets set by the company subject to sustainability report for itself. The description shall include absolute targets for the
reduction of greenhouse gas emissions for at least the years 2030 and 2050, unless otherwise provided for in the ESRS.

A company is therefore required to publish whether it has plans to ensure that its business model and strategy are compatible with limiting
global warming to 1.5°C, but companies are not required to set out binding plans per se.

The situation will change when the CS3D enters into force. The CS3D, approved by the European Parliament on 24 April 2024, still pending the
formal approval of the Council, stipulates that large EU undertakings and certain large non-EU undertakings operating in the EU must have a
plan to ensure that their business strategy is compatible with limiting global warming to 1.5 Celsius in line with the Paris Agreement.

Proposed Article 22 of the CS3D requires that such plan shall contain:

1. time-bound targets related to climate change for 2030 and in five-year steps up to 2050 based on conclusive scientific evidence and, where
appropriate, absolute emission reduction targets for greenhouse gas for Scope 1, Scope 2 and Scope 3 greenhouse gas emissions for each
significant category;

2. adescription of decarbonisation levers identified, and key actions planned to reach targets referred to under point (1), including, where
appropriate, changes in the undertaking's product and service portfolio and the adoption of new technologies;

3. an explanation and quantification of the investments and funding supporting the implementation of the transition plan;
4. a description of the role of the administrative, management and supervisory bodies with regard to the plan.

EU Member States also have to ensure that said transition plan is updated every 12 months and contains a description of the progress the
company has made towards achieving the targets.

According to Article 22(2) of the CS3D, companies that report a transition plan for climate change mitigation in accordance with CSRD are
deemed to have complied with the obligation set out in Article 22. Therefore, having set out a climate transition plan in accordance with CSRD
results in the company being compliant with the upcoming CS3D with regards to the climate transition plan, as long as the plan is updated
every 12 months and contains a description of the progress the company has made towards achieving the targets (Article 22(3)).
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28.

If not mandatory, is a voluntary commitment
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/
[sciencebasedtargets.org]) popular amongst the
companies in your jurisdiction?

There has been an increasing number of companies committed to voluntary climate-related targets in Finland. Indeed, according to the data of
the Science Based Targets Initiative dashboard, in April 2024, there were 122 Finnish companies that had committed to or set out SBTi-approved
climate targets. Seventy-nine companies in total had set out a near-term target with the target being approved by the SBTi-initiative. Of the 122
Finnish companies that have committed to or set out SBTi-approved climate targets, 40 were SMEs and 5 financial institutions.

According to a report of Global Compact Network Finland published in May 2023, Finnish companies lag behind other Nordic enterprises in
terms of science-based climate work. However, Finland ranks in the middle among other OECD countries in the number of SBTi commitments.

29.

What are the future trends that you envisage in
terms of ESG disclosures in your jurisdiction?

The first set of companies to publish their sustainability reports in accordance with the CSRD and the ESRS are large Finnish public interest
entities (eg, listed companies), whose reports for the financial period 2024 will come out in 2025. The application of the ESRS and practices
relating to sustainability reporting and FIN-FSA's supervision thereof will be developed during the coming years. As regards securities issues, it
remains to be seen what kind of recommendations ESMA will propose in its Final Report on Greenwashing. EFRAG is working on developing a
draft regarding the ESRS sector-specific standards. EFRAG has announced the second set of standards to be released in 2026.

The FIN-FSA has announced that it will in 2024 continue reviewing sustainability information in prospectuses in line with the guidance issued by
ESMA. The focus is in particular on sustainable use-of-proceeds bonds and sustainability-linked bonds.

Some changes to ESG disclosures in prospectuses can be expected to follow from the EU Listing Act package which is expected to enter into
force later in 2024.

The Listing Act package introduces changes to the PR and is currently expected to enter into force in 2024. In addition to the proposed
amendments to the PR, the European Commission would be empowered to adopt delegated acts to set out the format and content of the
prospectus, considering sustainability reporting obligations under the CSRD. For issues of equity securities, the prospectus should consider
whether the issuer is subject to sustainability reporting. For issuers of non-equity securities, the prospectus should consider whether those
securities are marketed as considering ESG factors or pursuing ESG objectives. However, the proposal does not itself specify which CSRD and
ESG disclosure requirements will be involved in delegated acts.

Further, the EU Green Bond Regulation (EuGB Regulation) will become applicable in December 2024. The EuGB Regulation introduces the
‘European Green Bond Standard’. The EuGB Regulation sets out requirements for issuers of bonds that wish to refer to their environmentally
sustainable bonds as ‘European Green Bonds' or ‘EuGB’. The EuGB Regulation sets standards for how companies and public authorities can use
green bonds to raise capital on the capital markets, while meeting sustainability requirements and protecting investors. The EuGB Regulation is
expected to generally and indirectly affect disclosure of sustainability information also in other prospectuses.

The impact of the forthcoming regulation on sustainability disclosures in prospectuses cannot yet be assessed with certainty. However, it is clear
that, in the future, persons preparing prospectuses will have to pay more attention to sustainability-related matters. The aim of the regulation
being developed is to meet the growing need of investors for information on sustainability factors and to prevent marketing of securities based
on unsubstantiated sustainability claims.

The CSRD and CS3D will impact Finnish entities. Taking into account the increasing volume of regulation in the EU, the ESG reporting
requirements are likely to become stricter and more prescriptive.

Compared to 2022, we have also added CS3D.

30.

Please provide your name, firm name, and a brief
biography (optional) about yourself.

Tom Fagernas, Krogerus Attorneys Ltd and Mia Mokkila, Borenius Attorneys Ltd
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for France

France

1. Which jurisdiction are you covering? France
2. Are ESG disclosures required to be mandatorily Yes, they are (please refer to question 13 below for further details).
made in your jurisdiction by market participants?
3. If ESG disclosures are required, is there a distinction | ESG disclosures are required depending on (1) the nature of the entity and/or (2) certain thresholds (mainly regarding the average number of
between the type and nature of the entity that is employees, the amount of turnover and/or balance sheet).
required to make ESG disclosures? ) . . . . . - . . . . . .
Companies engaged in specific activities may be required to disclose additional information (eg, companies exploiting mines are required to
publish a report on payments to governments as per article L. 225-102-3 of the French Commercial Code).
4. If there is a distinction, are any of these types of Yes, there is a distinction.

entities not required to make ESG disclosures or
only limited disclosures are required depending on
whether they are, for example, private or public
unlisted companies? Are there any thresholds

that need to be met before mandatory disclosure
requirements are triggered?

The publication of non-financial information is currently provided for by Articles L. 225-102-1 and L. 22-10-36 of the French Commercial
Code. The rules are essentially derived from the implementation of Directive No 2014/95/EU known as the Non-Financial Reporting Directive
(NFRD). In this context, up to and including this year (reporting published in 2024 on the 2023 financial year), a statement of non-financial
performance (‘déclaration de performance extra-financiere’, DPEF) must be included in the management report of (1) joint-stock companies
(sociétés anonymes) whose securities are admitted to trading on a regulated market and whose balance sheet total exceeds €20m, or whose
net turnover exceeds €40m and which employ an average number of permanent employees exceeding 500 during the financial year and (2)
joint-stock companies (sociétés anonymes) whose securities are not admitted to trading on a regulated market but whose balance sheet total
or net turnover exceeds €100m and whose average number of permanent employees exceeds 500 during the financial year. This statement
contains information on the corporate social responsibility (CSR) issues related to the company’s activity, as well as the policies put in place to
manage these issues.

As part of the European Green Deal Investment Plan, which aims at strengthening corporate transparency obligations, Directive (EU) 2022/2464
of the European Parliament and of the Council of 14 December 2022 or the Corporate Sustainability Reporting Directive (CSRD) requires
companies to disclose information on sustainability issues, such as environmental rights, social rights, human rights and governance factors
(please refer to question 13).

The main objective of CSRD is to standardise and enhance the accuracy, robustness, and comprehensiveness of corporate sustainability
reporting in the EU so as to improve the availability and comparability of published data.
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CSRD was implemented into French law by Ordinance No 2023-1142 of 6 December 2023 (the ‘Ordinance’), which was supplemented by
Decree No 2023-1394 published on 30 December 2023 (the ‘Decree’) and by two orders of 28 December 2023. Its application is staggered
from 1 January 2024 to 1 January 2028. The national implementation intends to be as close as possible to the provisions of the CSRD and the
staggered application, depending on the companies’ size, will be identical (and not fastened) to the one set by the CSRD.

CSRD requires the provision of much more detailed information than the DPEF. The sustainability report will have to be prepared in accordance
with the European Sustainability Reporting Standards (ESRS), which are very detailed standards covering both the structure of the report, the
content of the information as well as the methodology to gather and process the data published. These standards have been elaborated by the
European Financial Reporting Advisory Group (EFRAG) and adopted by the European Commission in the Delegated Regulation (EU) 2023/2772
on 31 July 2023. There will be both common standards applicable to all companies and sector-specific standards, the application of which

will depend on the activity of the companies concerned. Finally, there will be specific standards to small and medium-sized enterprises (SMEs)
listed on the regulated market. The European Parliament and Council have announced the deferred adoption of the sector-specific standards,
originally planned in June 2024.

The entry into force of the obligation to publish a sustainability report is spread over a period of four years:

e from 1 January 2024 (reporting published in 2025 on the 2024 financial year): companies (or, as the case may be, consolidating companies of
a group), whose securities (either equity or debt) are listed on an EU-regulated market that are large companies or consolidating companies
of a large group, which employ more than 500 employees, individually or on a consolidated basis (as the case may be) and for which (1) for
large companies, the net turnover is greater than €50m and/or the balance sheet total is €25m, and (2) for consolidating companies of a
large group, the net turnover is greater than €50m and/or the balance sheet total is €25m (ie, mainly companies that are already subject to
the obligation to publish a DPEF);

e from 1 January 2025 (reporting published in 2026 on financial year 2025): large companies or consolidating companies of a large group
that exceed the thresholds of at least two of the following three criteria: (1) for large companies, an average of 250 employees during the
financial year, €50m in net turnover and €25m in balance sheet total, and (2) for consolidating companies of a large group, 250 employees
on average during the financial year, €50m in turnover and €25m in balance sheet total;

e from 1 January 2026 (reporting published in 2027 on financial year 2026): SMEs that are listed on an EU-regulated market and which do not
meet the ‘large company’ criteria whilst exceeding two of the three following thresholds: (1) an average of 10 employees during the year,
(2) €900,000 in net turnover and (3) €450,000 in balance sheet total. Such companies may defer the obligation until 2029 (report on the
financial year 2028), provided they briefly explain this decision in their management report; and

e from 1 January 2028 (reporting published in 2029 on financial year 2028): companies that do not have a registered office in a Member
State of the EU or another state party to the Agreement on the EEA, but (1) generating (individually or on a consolidated basis)
a €150m net turnover and (2) operating through a French branch generating a €40m net turnover will have to publish their own
sustainability report.

In addition to the DPEF (and soon CSRD) disclosure requirements, the following requirements shall also be mentioned:

e GHG emissions report and transition plan to be published under the French Environmental Code: Companies or ‘permanent facilities’
(établissements stables) settled in France with more than 500 employees must prepare, every four years, (1) a GHG emissions report and (2) a
transition plan to reduce their GHG emissions.

The transition plan can refer to the sustainability report to be published under CSRD.

e Rixain Act: companies employing, for three consecutive financial years, at least 1,000 employees shall disclose each year any gaps in the
representation of women and men among (1) senior managers (cadres dirigeants) and (2) members of governing bodies (instances dirigeantes).
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e Duty of vigilance: companies registered in France with more than 5,000 employees in France or 10,000 worldwide shall establish, publish,
and effectively implement adapted measures to identify risks and prevent severe abuses to human rights, fundamental freedoms, the
health and safety of individuals, and the environment (a so-called 'vigilance plan’ or ‘plan de vigilance’). There is a legal discussion on the
applicability of this law to sociétés par actions simplifiées.

The vigilance plan can partially refer to the sustainability report to be published under CSRD.
These rules might be modified amid the CS3D.

Sectoral disclosure requirements may also apply depending on the activities pursued by the company.

requirement, do you nevertheless find that
corporates are voluntarily making ESG disclosures
in your jurisdiction as a result of investor
expectations?

5. What are the circumstances in which such ESG In principle, ESG disclosures are required to be made on a continuous annual reporting basis.
disclosures are triggered? That is to ask, are ESG . ) N ) ) . o : )
. . 99 . . . By exception, for listed companies, if an ESG information qualifies as inside information (under Art 7 of the Market Abuse Regulation), the
disclosures triggered in case of certain transactions . : : .
. . company must disclose such information as soon as possible.
only, or are ESG disclosures required to be made on
a continuous annual reporting basis or both?
6. In the case of mandatory disclosures, are disclosures | Companies shall include their ESG disclosure in their management report.
required in the form of separate ESG reports? . L . ) : — . . .
9 P P Similarly, sustainability information to be disclosed under the implemented CSRD Directive will have to be included in the management report.
The vigilance plan shall also be included.
However, some disclosures are required to be published in a standalone format:
e the GHG emissions report and transition plan to be published under the French Environmental Code must be sent to the Agence De
I'Environnement et de la Maitrise de I'Energie, (Ademe) (public agency for the environment and energy management) and published on a
dedicated website (https:/bilans-ges.ademe.fr/);
e indicators under the Rixain Act are to be published on the companies’ website. As from 1 March 2026, these will be published on a public
database established by the French Ministry of Labour.
7. What is the location of the ESG disclosure (eg, SEC ESG disclosure is located on the website of issuers that are required to make such disclosure. Given that the universal registration document
filings, sustainability reports, company website)? (which includes the management report) is also located on the website of the French Financial Markets Authority (Autorité des Marchés
Financiers or AMF), investors may also find ESG disclosure on this website (https:/bdif.amf-france.org/fr).
Non-listed companies must communicate their management report to their shareholders 15 days before the annual general meeting of shareholders.
Also see question 6 regarding the publication of information required by the Rixain Act as well as the GHG emissions report and transition plan.
8. In the case that there is no mandatory disclosure Currently, corporate executives of listed companies increasingly tend to make ESG disclosures going further than mandatory requirements

(especially for green tech companies) as a result of market practice and investor expectations.

Indeed, AMF recommendations (including Recommendation 2012-02) and voting policies of investors and proxy advisers encourage companies
to provide certain ESG information.

For example, investors’ expectations are such that the Afep-Medef Corporate Governance Code, to which most large listed companies adhere,
provides that the compensation of directors and executives must be competitive, adapted to the company’s strategy and context and must aim,
in particular, to improve its performance and competitiveness over the medium and long term, notably by incorporating one or more criteria
related to social and environmental responsibility, of which at least one criterion is related to the climate objectives of the company.

However, on a European scale, the scope and comprehensiveness of ESG reporting and disclosure drastically widened through the
implementation of the CSRD. The European Sustainability Reporting Standards, ie, the standards applicable when publishing a sustainability
report under CSRD, were drafted notably in consideration of disclosure requirements lying on investors.
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What is the name of the regulator in your
jurisdiction that monitors ESG disclosure compliance
and what are the penalties for non-compliance with
mandatory ESG disclosures, if applicable? Are there
any grace periods?

AMF is the French regulator that monitors ESG disclosure from listed companies and management companies (sociétés de gestion).

Currently, under the NFRD (see question 4), in addition to the monitoring of AMF, the largest companies, namely those whose balance sheet
total or net turnover exceeds €100m and whose number of employees exceeds 500, shall have this information verified by an independent
third party whose opinion is transmitted to the shareholders. The independent third party shall draw up a report containing a statement on the
compliance and sincerity of the disclosure, it being specified that such report is transmitted to the shareholders.

In the future, under the CSRD, sustainability information will be audited. Indeed, unlike the DPEF, which was not subject to a verification of its
accuracy and sufficiency (simple verification of the content), the sustainability information produced by companies will have to be certified by

a ‘sustainability auditor’ who may be either an auditor or an independent third party (‘organisme tiers indépendant’ or OTI) accredited by the
French accreditation committee (COFRAC). In this context, companies subject to the obligation to submit a sustainability report in 2025 for the
2024 financial year are currently submitting the appointment of a sustainability auditor to shareholders for approval as early as the 2024 Annual
Ordinary General Meetings.

The CSRD requires first an audit of sustainable information under a ‘limited assurance’ level and introduces a possible transition to ‘reasonable
assurance’ from 2028.

In case of failure to comply with ESG mandatory disclosures, any interested person may apply to the courts for an injunction ordering to publish
the information.

Under its general power to protect stock market functioning, AMF may also impose administrative penalties.

To the best of our knowledge, beyond the exemption granted to SMEs listed on a regulated market to implement CSRD (please refer to
question 4), and the transitional provisions included directly in the ESRS, French regulations do not provide for any ‘grace periods'.

10.

What are the penalties for false or misleading ESG
disclosures? Will your answer change depending
on whether the ESG disclosure was mandatory or
voluntary?

Civil and/or criminal liability of issuers may be engaged for false and/or misleading ESG mandatory disclosures. The amount of the financial
penalty depends on the amount of the damage. For example, with regard to the French corporate duty of vigilance and in the event of a
breach, a liability action may be brought against a company that does not comply with such regulations to compensate for the damage that the
performance of its obligations would have avoided. In addition to such financial penalty, the publicity of the court decision sanctioning such a
breach may also have a serious and lasting effect on the company’s reputation.

French courts may also sanction the failure of issuers to comply with their voluntary commitments (provided for in codes of conduct or in
publicity materials) in the event of a contractual breach.

Also, as any information disclosed to the public by listed companies, ESG information shall be accurate, precise and fairly presented. Hence,
AMF may also impose administrative penalties for false or misleading disclosures.

Moreover, in accordance with the CSRD, any person may apply for summary proceedings to order either the production, communication or
transmission of documents or information relating to sustainability, or the appointment of an authorised representative responsible for carrying
out such communication.

Finally, failure to have sustainability information audited is punishable by a fine of €30,000 and two years’ imprisonment and for obstructing the
audit, penalties can reach up to €75,000 and five years' imprisonment.

11.

Is there a tiered disclosure system in your
jurisdiction and are there any further ESG disclosure
requirements expected in your jurisdiction in the
near future?

Yes, there is a two-tiered disclosure system in our jurisdiction (please refer to question 9).

An extension of ESG disclosure requirements to all listed companies and to ‘large’ unlisted companies is expected after 2024 when the
Corporate Sustainability Reporting Directive (CSRD) will replace the Non-Financial Reporting Directive (NFRD) (see question 4).
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12.

Is there a system of ESG certification or
benchmarks that need to be met to have an ‘ESG
Approved/Compliant’ status? For example, is
there a classification system for environmentally
sustainable activities based on certain basic
minimum standards that are objectively
ascertainable and transparently reportable?

Sustainable finance

In terms of sustainable finance, there are three labels in France: the ISR Label, the GreenFin Label and the Finansol Label. All asset management
companies (sociétés de gestion) can apply to have their funds labelled.

The ISR Label identifies responsible and sustainable investments. Created and supported by the French Ministry of Finance, this label guarantees
investors that the fund has developed a methodology for evaluating financial actors on the basis of ESG criteria, and that it integrates them into
its investment policy.

The GreenFin Label was created by the French Ministry of the Environment. It aims at guaranteeing the ‘green’ quality of financial investments,
due to their transparent and sustainable practices, and is oriented towards financing the energy and ecological transition.

The Finansol Label exclusively concerns solidarity savings products, ie, those that notably finance activities to fight exclusion, social cohesion or
sustainable development (housing, employment, environment, international solidarity, etc).

The European Sustainable Finance Disclosure Regulation (SFDR), though not strictly being a label system, provides a classification of financial
products marketed by management companies into three categories — ‘Article €', ‘Article 8’ and "Article 9" — based on the level of integration of
sustainability factors in investment decisions.

Finally, issuers can optionally label their bonds financing economic activities qualifying as environmentally sustainable as ‘European Green
Bonds' (EuGB) if they meet the standards set by the EU Regulation No 2023/2631.

Sustainability of companies’ activities:
Although not resulting from a governmental initiative, these can also be referenced:

e the B Corp certification which is a world-renowned certification awarded to commercial companies that meet high standard ESG and public
accountability requirements. The name is an abbreviation of ‘Benefit Corporation’, designating a company that is known to have a beneficial
impact on the world while being profitable. There are today more than 200 French companies granted with the B Corp certification; and

e EthiFinance, which is a European rating, research and advisory group serving sustainable finance and sustainable development. More
specifically, EthiFinance provides all company stakeholders (in particular investors) with high-quality financial and extra-financial analysis, to
assess their contribution to sustainable economic, financial and social development.

Companies are also monitored by ESG rating agencies who establish ‘sustainability profiles’, which have an increasing impact on investment
decisions. Companies may use such ratings as part of their communication, including in their extra-financial reports. As the rating systems are
not standardised, the European Parliament and European Council have been working on a proposal of regulation to strengthen the reliability
and comparability of such ratings and announced an agreement on such proposal in February 2024.

13.

Please give a brief overview of the nature and
extent of ESG disclosures required to be made in
your jurisdiction.

In a nutshell, under French law, two kinds of ESG disclosures may be identified:

¢ on the one hand, joint-stock companies (sociétés anonymes) with at least 5,000 employees within their company and in their direct and
indirect subsidiaries when their registered office is in France, and 10,000 employees when their registered office is located abroad shall draw
up a vigilance plan (plan de vigilance) disclosed in their management report on an annual basis. Such plan shall include reasonable vigilance
measures to identify risks and prevent serious violations of human rights and fundamental freedoms, the health and safety of individuals
and the environment, resulting from the activities of the company and those of the companies it controls, directly or indirectly, as well as
from the activities of subcontractors or suppliers with which it has an established business relationship, when these activities are linked to
this relationship. The vigilance duty is not merely a disclosure duty. Companies can be held liable for their inadequate measures to identify,
prevent, address and remedy risks (please see question 22 for a description of the first conviction of a company on the grounds of the French
duty of vigilance). Please note that a Corporate Sustainability Due Diligence Directive proposal is currently discussed at the EU level and would
(1) increase the number of in-scope companies and (2) tend to strengthen the obligations regarding the vigilance plans; and
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e on the other hand, under the NFRD, a statement of non-financial performance must be included in the management report of (1) joint-stock
companies (sociétés anonymes) whose securities are admitted to trading on a regulated market and whose balance sheet total exceeds €20m or
whose net turnover exceeds €40m and which employ an average number of permanent employees exceeding 500 during the financial year and
(2) joint-stock companies (sociétés anonymes) whose securities are not admitted to trading on a regulated market but whose balance sheet total
or net turnover exceeds €100m and whose average number of permanent employees exceeds 500 during the financial year (also see question
4 which describes the CSRD that will replace the NFRD). Following the entry into force of the EU taxonomy regulation (which provides for a
classification system to determine whether a company’s activities can be considered as ‘sustainable’), this obligation has been further developed:
since 1 January 2022, companies in the non-financial sector publishing a DPEF (or a sustainability report upon CSRD entry into force) include
sustainability indicators regarding the contribution of turnover derived from their sustainable activities, as well as the contribution of capital
expenditure and the contribution of operating expenditure linked to the assets or processes associated with these activities.

The information that must be published under CSRD is much more extensive than the NFRD, and must be reliable, comparable and accessible.

The reporting is based on the principle of ‘double materiality’, ie, it represents both the company’s impact on environmental, social and
corporate governance issues, known as ‘sustainability issues’ (‘impact materiality’), and the impact of these issues on the evolution of the
business, the results and the company’s situation (‘financial materiality’).

The reporting will be written according to the 12 ESRS standards, as described in the Delegated Regulation of 31 July 2023. The first two
standards cover the general requirements and disclosures. The ‘topical standards’ pertain to environmental (climate change, pollution, water
and marine resources, biodiversity and ecosystems, resource use and circular economy), social (workforce, value chain, affected communities,
consumers and end users) and governance issues. Finally, the sector-specific standards address impacts, risks and opportunities that are likely to
be material for the companies to the sector and that are not covered by the topical standards.

In addition, disclosure may be required depending on the number of employees of the companies (Rixain Act, GHG report) or their specific
activities (please refer to question 4).

14.

Is there a specific emphasis on climate change-related
disclosures as part of the ESG disclosure regime, if so,
how does your jurisdiction require entities to make
specific Climate Change disclosures?

The French Environmental Code specifically requires some companies to publish specific information regarding their impact on climate: they
shall publish, every four years, a GHG emissions report and transition plan.

The CSRD introduces stringent obligations as it requires disclosure of the plans defined by the company, if any, ‘to ensure that its business
model and strategy are compatible with the transition to a sustainable economy and with the limiting of global warming to 1.5°C in line with
the Paris Agreement, and the objective of achieving climate neutrality by 2050" and GHG reduction targets at least for 2030 and 2050.

Also, AMF expects issuers whose securities are admitted to trading on a regulated market to implement the European Securities and Markets
Authority’s (ESMA) guidelines, it being specified that ESMA stresses the importance for issuers to communicate on their policies on climate
issues: the risks and opportunities for issuers” activities and the impact (positive or negative) of issuers’ actions on the climate.

In addition to the ESMA guidelines on climate change related disclosures, AMF published on December 16, 2021 and updated in November
2022 a report on good practices in terms of reporting on the consequences of the issuers’ activity and of the use of the goods and services it
produces on climate change.

In such report, AMF focuses on the following matters:

e the quantitative climate-related indicators published by issuers in their non-financial performance statement, in particular with regard
to greenhouse gas emissions (scope of data to be taken into account, methodology used, publication of comparative data, etc), energy
consumption (renewable and non-renewable) and exposure to physical climate risks (eg, hurricanes, floods); and

e the communication made by issuers that have made voluntary commitments to carbon neutrality (intelligibility of such commitments, levels of
ambition, levers for action and operational implementation).
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It should also be noted that, since December 2022, the Afep-Medef Code recommends elaborating a strategy to address climate change. Such
strategy must have specific objectives for different time horizons and must be presented to the shareholders’ general meeting every three years
or in the event of significant change.

Please note that under the currently discussed Corporate Sustainability Due Diligence Directive, in-scope companies will be required to
establish and implement a climate transition plan aimed at ensuring, through best efforts, that their business model and strategy are
compatible with the transition to a sustainable economy and the limiting of global warming to 1.5°C in line with the Paris Agreement and
the objective of achieving climate neutrality as established in Regulation (EU) 2021/1119. The plan should address the company’s interim and
2050 climate-neutrality targets.

15. Are the ESG disclosures standardised in your Under French law, the information to be included in the statement of non-financial performance is organised by headings (employment, work
jurisdiction or do companies have latitude in terms of | organisation, training, pollution, circular economy, climate change, etc) and should only be indicated in the statement if it is relevant to the
the extent and manner of disclosures that they make? | main risks identified or to the policies pursued by the company. It is however common for companies to rely on soft law standards (please refer

to question 25).

Under CSRD, the disclosure will be standardised by the European Sustainability Reporting Standards (ESRS), both in terms of extent and manner
of reporting. However, the extent of disclosures may vary due to the application of the double materiality principle (ie, a sustainability issue
which is material to one company may not be to another company). Indeed, part of the information is required to be published only if the
company deems it ‘material’ after applying the double materiality test.

16. Is there clear guidance and a definition of There is no definition under French law of the concept of ESG. Nevertheless, French law provides for a list of information to be included in the
what applicable law envisages in terms of ESG statement by headings to cover all components of ESG (employment, work organisation, training, pollution, circular economy, climate change, etc).
dlsclosures., thatis to ask, does af)p.llcable 'af"’ CSRD defines the scope of what is included in ESG through the twelve ESRS (please refer to questions 13 and 16).
clearly define the scope of what is included in
Environmental, Social, and Governance?

17. How are cross impacts between ESG goals measured | ESG covers various concepts so that investors may take into account the global ESG disclosure but also focus on certain ESG criteria depending
or taken into account as part of applicable law? on the business sector.

For example, is an investment in a coal mining ) . . ) ) ) . o
. . .. For example, on the one hand, some banks, insurance companies or investors have committed to finance, insure or invest primarily in low-
company ESG compliant if the coal mining company . ) ) ) L
has effective gender diversity policies? O are carbon act.lvmes. (eg, .the Net-Zero Banking Alliance, Net-Zero In_surance Alliance, Net-Zero Asset Managers gathered within .the Glasgow .
. Net-Zero Financial Alliance (GFANZ)). On the other hand, some investors focus on other areas covered by ESG, such as the risks of corruption,
these goals taken into account as a whole when . . ; . : : :
. . embargoes, international economic sanctions, or human rights abuses affecting the value chain.
measuring ESG compliance?
The EU Taxonomy framework, applicable in France, relies on a ‘cross impact’ approach of sustainability: under this regulation, an activity can
only be qualified sustainable on an environmental level if it (1) contributes substantially to one or more environmental objectives listed in said
regulation, (2) does not significantly harm the other objective listed and (3) is carried out in compliance with minimum safeguards focusing
on the pillars 'S" and ‘G’ of the ESG (the alignment with the OECD Guidelines for Multinational Enterprises and the UN Guiding Principles on
Business and Human Rights, including the principles and rights set out in the eight fundamental conventions identified in the Declaration of the
International Labour Organization on Fundamental Principles and Rights at Work and the International Bill of Human Rights).

18. In your view, has ESG disclosure regulation in your From our end, the compliance with ESG disclosure regulations becomes a competitive and attractive feature firstly for green tech companies (ie,
jurisdiction aided investor value creation, or has it innovative companies whose business models benefit the environment and the fight against global warming) since investors will consider such
created a greater compliance burden for companies | compliance when it comes to making an investment or a financing decision in such companies, but also for more traditional activities as it leads
without creating investor value? Or does the companies on the path of a sustainable transition, which is highly expected by the market, clients and consumers.
answer lie somewhere in the middle? Moreover, ESG disclosure regulations tend to fight ‘greenwashing’ so that the compliance with ESG disclosure relations may help investors in

their investment decision-making process. However, ESG disclosure regulations may constitute a major burden for small and mid-cap companies
whose business model is not green or ‘ESG’ oriented.
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19. Would your clients like to see a greater, more We believe that our clients would like to see clearer and harmonised (ie, a unified corpus and not a patchwork of regulations, this being in
transparent, clear and effective ESG disclosure progress with CSRD), but not greater ESG disclosure regulations.
regime than the one that exists presently?

20. Are there any specific mandatory ESG disclosure Currently, law or regulators do not provide for such ESG disclosure requirements specifically regarding securities issues.
requirements, including rules aimed at preventin . . " . .

q L 9 . . p .. 9 However, the following shall be noted: as per the EU Regulation on Prospectus, securities can only be offered to the public or admitted to a

greenwashing, in connection with securities issues L i . ) . :

h . regulated market after publication of a prospectus drafted according to said regulation (some exemptions exist).

imposed by law or regulators (ie, other than regular

disclosures in connection with financial reports and/ | This prospectus shall notably include a description of the 15 most material risk factors specific to securities. Those risks are to be presented in

or sustainability or similar reports)? relevant categories. The ESMA emphasised that ESG risks could constitute a risk-category on their own.
Current discussions are being held at the EU level in the context of the proposed Listing Act, considering that ‘it is necessary to prevent
greenwashing by defining the ESG information to be provided, where applicable, in prospectuses concerning equity securities or other types of
securities offered to the public or admitted to trading on a regulated market’ (European Parliament legislative resolution of 24 April 2024).
AMF also stated that the fight against greenwashing is part of its Strategic Orientations 2023-2027 and 2024 Action Plan.
When it comes to investment products, SFDR requires an extensive disclosure of how the product promotes ESG goals (investment policy,
investment strategy, exclusion policies of companies and securities for not upholding some ESG standards). This extensive disclosure aims at
discouraging greenwashing practices. Furthermore, AMF sets out requirements on how French collective investment schemes and foreign UCITS
authorised to be marketed in France may disclose the way they include non-financial criteria in their investment policies whether it is in their
regulatory documents or commercial ones (Position-recommendation DOC-2020-03).

21. Have you seen any development with regard to The fragmentation and sometimes the inconsistency between the different ESG mandatory disclosure frameworks has been outlined. As such,
ESG disclosures in connection with securities issues | it seems that the legislators and regulators, both European and national, tend to adopt a more systemic approach, intending to harmonise the
or the regulatory authority’s approach towards different requirements.
such disclosures, in particular with regard to : ) ) . .

L P 9 It should also be noted that both ESMA and AMF recommend issuers to make sure that the financial statements and the extra-financial
greenwashing issues? . : . ; .
information disclosed are consistent with one another.
See question 20 above regarding the general approach of the regulators towards greenwashing.

22. Are you aware of any claims brought, eg, by At the moment, most legal actions regarding ESG matters and how companies address them are not led by investors or regulators, but by NGOs
investors or regulatory authorities, due to and territorial government bodies (collectivités territoriales). Furthermore, they are mainly based on an alleged violation of the duty of vigilance
incorrect/incomplete/misleading ESG disclosures in | which is broader than mere disclosure (see question 13). On 5 December 2023, the Paris Judicial Court issued its first decision on the merits,
connection with securities issues in your jurisdiction | in a case brought by the SUD PTT union against La Poste. The Court ruled that the vigilance plan drawn up by La Poste was not sufficient and
(eg. in relation to greenwashing)? ordered the latter to:

e complete its vigilance plan with a risk map designed to identify, analyse and prioritise risks;

e establish procedures for assessing subcontractors on the basis of the specific risks identified in the risk map;

e supplement its vigilance plan with an early-warning mechanism drawn up in consultation with representative trade unions; and

e put in place a system for monitoring vigilance measures.

Regarding claims brought by investors, we note that one legal action is led by minority shareholders of a listed company on the ground of

unlawful dividends (article L232-12 of the French commercial code) and insincere accounts. Dividends are considered unlawful when they

are distributed while profits are insufficient. In the case referred to above, the plaintiffs claim the impairment test of assets was wrongfully

conducted by the company, as climate risks and their financial consequences are deemed not to be appropriately considered, leading to an

overvaluation of its distributable earnings and payment of fictitious dividends.

So far, investors generally tend to launch shareholder activists’ campaigns to express their dissatisfaction with companies’ ESG disclosure or practices.
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23.

If there is a regular ESG disclosure requirement

for companies in your jurisdiction, such as a
sustainability report, what are the mandatory
external certification/assurance requirements in
connection with such a sustainability report or in
connection with any other ESG disclosures that

are required to be made (or have been voluntarily
disclosed) in your jurisdiction as part of the
company'’s annual reporting obligations? Which party
can perform the assurance or give such certification?

See questions 7 and 9.

24.

What kind of developments have you seen in
relation to board oversight and governance of
ESG matters?

As a whole, boards and directors are strongly encouraged to directly oversee the management of ESG matters. As such, the Afep-Medef
Governance Code (to which many listed companies declare to comply) recommends that the board of directors elaborate multi-year strategic
guidelines regarding ESG matters. This strategy shall address climate change with specific objectives for different time horizons. The Afep-Medef
Code also provides that, every three years, the AGM should be presented with a follow-up on the implementation of the climate strategy.

To address appropriately those matters and their preeminence, AMF and legal scholars underlined that the directors shall be adequately trained
and that the skills of the board members should allow the board, as a whole, to do so.

The CSRD also intends to extend the audit committee’s responsibilities to include sustainability-related disclosures (or another specialised committee
if the board chooses so). Said committee shall, among other things, oversee (1) the production of the sustainability report and (2) the effectiveness
of the internal control and risk management systems in the production of the sustainability report and, where applicable, the internal audit in this
regard. The committee will be required to inform the board of directors or supervisory board of the results of the audit of sustainability information
and explain how it contributed to the integrity of that information and what role the audit committee played in this process.

Corporate executives of listed companies increasingly tend to make ESG disclosures on a voluntary basis (especially for green tech companies)
as a result of market practice and investor expectations. Investors’ expectations are such that the Afep-Medef Corporate Governance Code
provides that the compensation of directors and executives must be competitive, adapted to the company’s strategy and context and must aim,
in particular, to improve its performance and competitiveness over the medium and long term, notably by incorporating one or more criteria
related to social and environmental responsibility, of which at least one criterion must be related to the climate objectives of the company.

Also, investors increasingly require that board members demonstrate professional capabilities regarding CSR matters. The Forum pour
I'Investissement Responsable (Forum for Responsible Investment or FIR) submitted written questions to CAC 40 companies ahead of their 2024
AGM, asking them to disclose the CSR expertise and experience of their board members.

ESG Survey 2024

125



25.

How are the following standards affecting the
companies in your jurisdiction or how do you see
your clients planning for them in the future:

¢ the sustainability disclosure standards published
by the International Sustainability Standards
Board (ISSB) in June;

o the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));

¢ the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and

¢ the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

Companies in our jurisdiction are mainly affected by ESRS under CSRD. They will have to implement operational changes to collect the data
required and to carry out the double materiality analysis, as every business unit is affected by sustainability issues. For instance, this may require
recruiting qualified personnel to oversee the reporting and training of people involved in the data collection and analysis, including at board and
C-level (in connection with question 24).

Companies also frequently refer to TCFD. Indeed, out of a panel of 100 large French companies (mainly from the list of companies making up
the SBF 120, a French stock market index), 79 refer to such recommendations (Deloitte, EY, Medef, Reporting ESG des entreprises francaises :
sont-elles prétes pour CSRD?)

Companies with cross-listing in the US will be particularly attentive to the cross-compatibility between ISSB and ESRS disclosures and any future
disclosures required by the SEC.

26.

In your view, do the companies subject to disclosure
requirements have the necessary capability and
resources to make the required disclosures?

Large companies that are already subject to the DPEF (under the NFRD) have worked on implementing an organisation to collect, analyse
and report the relevant ESG data. They also often collect information on a voluntary basis, in accordance with the European Commission'’s
various guidelines, or in line with the recommendations of international organisations (TCFD), of ESMA, and in France, of AMF. Even then,
the amount of work required to rise up to the expectations of CSRD is significant due to the scope and depth of the ESRS and to the double
materiality analysis.

Therefore, it is rather unlikely that SMEs companies that were not in the scope of the DPEF have acquired the capability and resources to do so,
hence the two-year extension given by CSRD, in order to give them sufficient time to prepare for the first reporting (please refer to question 4).

Discussions with sustainable auditors will be particularly useful.

AMF also indicated that it will pursue its approach of supporting market participants in the implementation of the evolving regulatory framework.

27.

Is it mandatory for companies to set climate-related
targets?

Companies having to publish a GHG report and a transition plan under the provisions of the French Environmental Code shall set climate
objectives. The nature or extent to these objectives are not precisely defined. Regarding this question, please also see developments in question 14.

Also, as the listed companies who apply the Afep-Medef Code are meant to define and present a strategy to address climate change (please
refer to question 14), and as such strategy must be based on precise objectives, we may consider that in practice there is an underlying
recommendation to set climate-related targets.

28.

If not mandatory, is a voluntary commitment
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/
[sciencebasedtargets.org]) popular amongst the
companies in your jurisdiction?

Even when not mandatory, commitments to climate-related targets are increasingly popular, due to the recommendations described above and
to the pressure exerted by investors, proxy advisers, ESG rating agencies and public scrutiny in general.

To the best of our knowledge, such commitments are mainly based on the objective to reduce greenhouse gas emissions (according to the
Scope 1, 2 and 3 classification) and to be 'net zero’ by 2050. A vast majority of large listed companies (including nearly all CAC 40 companies)
have committed to science-based targets.
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29.

What are the future trends that you envisage in
terms of ESG disclosures in your jurisdiction?

Since the entry into force of Law no 19-486 dated 22 May 2019, French civil law has provided that a company has to be managed in
accordance with its corporate interest, taking into consideration the social and environmental challenges of its activity. This recent consideration
of the social and environmental challenges shows that the French regulations on ESG matters tend to increase.

The obligation to draw up a vigilance plan (plan de vigilance) is very likely to be strengthened and broadened since a proposal for a directive on
corporate sustainability due diligence (CS3D) was published by the European Commission on 23 February 2022 providing for lower thresholds
than those currently applicable in France. This proposal provides for the creation of a supervisory authority responsible for monitoring and
sanctioning non-compliance with the obligations imposed on companies. In March 2024, the European Parliament announced an agreement on
the scope of the CS3D directive.

We also anticipate that more and more investors and proxy advisers will keep on challenging issuers through ‘say on climate’ and ‘say on pay’
resolutions to make sure that ESG components make part of the business model of issuers. Challenged by shareholders of TotalEnergies, AMF
declared in 2022 that the French regulator was not competent to force the oil company to include a climate resolution on the agenda of its
annual shareholders’ meeting in light of regulations in force. However, the French regulator is in favour of a new legal framework for climate
resolutions which could be inspired by the regulations in force for ‘say on pay’ resolutions.

In 2023, ten companies added the approval of climate resolutions to their shareholders’ meetings’ agenda. In March 2023, the Climate and
Sustainable Finance Committee (Commission Climat et Finance Durable or CCFD) of AMF recommended that companies include climate
resolutions proposed by shareholders to the meeting’s agenda and proposed standardised content for such resolutions. The CCFD does not
represent the views of the regulator, and such recommendations are not binding.

French government is currently working on a proposal to make the ‘say on climate’ resolution compulsory. A first attempt was unsuccessful in
October 2023.

30.

Please provide your name, firm name, and a brief
biography (optional) about yourself.

The law firms contributing are Jeantet and Bredin Prat.

The Jeantet partner’s name is Cyril Deniaud. Cyril Deniaud is Co-Head of the Listed Companies and Capital Markets Law department at Jeantet.
He started his career in 2005 at Freshfields Bruckhaus Deringer, before joining Herbert Smith Freehills in 2011. In 2014, he joined Jeantet as
Counsel in order to assist Frank Martin Laprade in the development acceleration of the Listed Companies and Capital Markets Law practice and
became partner four years later (in January 2018). Cyril is a recognised practitioner regarding Public M&A and ECM transactions.

He has been assisted in the preparation of this ESG Survey by Fanny Alexanian and Nafiy Said, associates at Jeantet.

The Bredin Prat Partner’s name is Sophie Cornette de Saint Cyr. Sophie Cornette de Saint Cyr is a Partner of the Corporate team. She has
extensive experience in public and private M&A transactions and securities law and also advises listed companies on corporate governance
issues.

She has been assisted in the preparation of this ESG Survey by Guilhaume Agbodjan and Pauline Joly, associates at Bredin Prat.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Germany

Germany

1. Which jurisdiction are you covering?

Germany

2. Are ESG disclosures required to be mandatorily
made in your jurisdiction by market participants?

ESG disclosures in Germany are determined by European law and are based on a system consisting of EU directives and national implementing
legislation (in particular, in the German Commercial Code). As a first step, Directive 2006/46/EC provided that listed companies shall include

a corporate governance statement in their annual reports as a specific section with certain information on corporate governance measures.
However, these transparency obligations did not specifically relate to ESG criteria. In Germany, the corporate governance statement is governed
by section 289f of the German Commercial Code.

Directive EU 2014/95 (the CSRD) established the obligation to include a non-financial statement in the management report containing
information to the extent necessary for an understanding of the undertaking’s development, performance, position and the impact of its
activity, relating to, as a minimum, environmental, social and employee matters, respect for human rights, anti-corruption and bribery matters.
These obligations are applicable to listed companies that employ more than 500 employees. The directive was implemented, inter alia, by
section 289b et seq of the German Commercial Code. In addition, diversity reporting has been added to the corporate governance statement
set forth in section 289f of the German Commercial Code.

In April 2021, the European Commission adopted a proposal for the CSRD that will amend the existing CSRD reporting requirements and, inter
alia, extend the scope to all large companies and all companies listed on a regulated market, with the exception of listed micro-companies. As a
result, significantly more companies will have to publish non-financial statements. Upon transposition into national law, the amended CSRD will
initially apply to companies with 500 employees. For financial years beginning on or after 1 January 2025, the provisions will apply to all other
large companies (as defined in section 267 para 3 German Commercial Code). Finally, for the financial years beginning on or after 1 January
2026, the provisions of the amended CSRD will also apply to all capital market-oriented small and medium-sized enterprises (SMEs), unless they
opt to defer until 2028.

Since June 2020, the EU Taxonomy Regulation has been in place. The EU Taxonomy Regulation establishes a classification system by defining
criteria to determine whether an economic activity is environmentally sustainable. Thereby, to what extent investments are environmentally
sustainable can also be identified. The EU Taxonomy Regulation stipulates six environmental objectives: (1) climate change mitigation; (2)
climate change adaptation; (3) sustainable use and protection of water and marine resources; (4) transition to a circular economy; (5) pollution
prevention and control; and (6) the protection and restoration of biodiversity and ecosystems.
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The EU Taxonomy Regulation provides for several transparency obligations, in particular, the expansion of the reporting requirements in the non-
financial statement (Article 8). This obligation is linked to the CSRD in terms of its scope, which means that only those undertakings that have
to publish a non-financial statement have to comply with the new reporting requirements pursuant to the EU Taxonomy Regulation. Article 8 of
the EU Taxonomy Regulation requires a disclosure on how and to what extent the undertaking’s activities are associated with economic activities
that qualify as environmentally sustainable. In particular, for each of their turnover, capital expenditure and operating expenditure, non-financial
undertakings have to disclose the proportion by which these are associated with environmentally sustainable activities.

Since 2023, the EU’s Carbon Border Adjustment Mechanism (CBAM) requires importers to submit a CBAM report to the European Commission
for each quarter in which they have imported carbon intensive goods subject to CBAM into the EU. From the start of the reporting phase in
2026, there will only be an annual reporting obligation. However, importers will then have to purchase and surrender CBAM certificates that
correspond to the emissions of their imported goods.

The national Act on Corporate Due Diligence in Supply Chains (Lieferkettensorgfaltspflichtengesetz or LkSG) has been in place since January
2023. Core elements of this act include the establishment of a risk management system to identify, prevent or minimise the risks of human
rights violations and damage to the environment. According to section 10 LkSG, an annual report on the fulfilment of due diligence obligations
must be prepared for the respective past fiscal year, which in turn must be publicly available free of charge for seven years.

In May 2024 the European Corporate Sustainability Due Diligence Directive (CS3D) was adopted by the European legislative bodies. The CS3D
extends the environmental and human rights due diligence obligations for companies compared to the national LkSG. The EU Member States
will be obliged to transpose the provisions of CS3D into national law within two years of its publication which is expected for June 2024. In
Germany, this is likely to be done by amending the LkSG. With the transposition of CS3D, certain companies will be required to adopt and
implement a plan to reduce their impact on climate change. For certain companies that are not already subject to the CSRD, the CS3D also
provides for an obligation to report annually on compliance with their due diligence obligations.

Therefore, as described above, German and European law provides for certain ESG-related disclosure obligations, most of which are
not triggered by capital market transactions, but are rather of an ongoing or periodic nature. The regulations with relevant disclosure
obligations include:

¢ the EU Taxonomy Regulation;

e section 289b of the German Commercial Code (Handelsgesetzbuch) that requires certain companies to publish an annual non-financial
statement (nicht-finanzielle Erklarung) implementing the European CSRD;

e the CBAM,;
e the LkSG;
e the CS3D, which will not apply until transposition into national law; and

e Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability-related disclosures in the
financial services sector (SFDR) applicable to ‘financial market participants’ and ‘financial advisers'.

If ESG disclosures are required, is there a distinction
between the type and nature of the entity that is
required to make ESG disclosures?

German and European law stipulates certain prerequisites and thresholds for the respective disclosure requirements.

e As an example, a non-financial statement needs to be published only if certain thresholds relating to the number of employees, turnover or
balance sheet totals are met. Furthermore, the company needs to be a PIE, that is, a company whose transferable securities are admitted to
trading on a market, be it equity or debt. These prerequisites will change once the amended CSRD is implemented in German national law.

As another example, the SFDR provides for mandatory ESG disclosures that only apply to ‘financial market participants’ and ‘financial advisers'.

ESG Survey 2024

129



If there is a distinction, are any of these types of
entities not required to make ESG disclosures or
only limited disclosures are required depending on
whether they are, for example, private or public
unlisted companies? Are there any thresholds

that need to be met before mandatory disclosure
requirements are triggered?

As indicated under question 2 above, according to section 289b of the German Commercial Code, a company is obliged to publish a non-
financial statement if it:

* meets two of three requirements relating to the balance sheet total, turnover and number of employees;
e is ‘capital market-orientated’, that is, its transferable securities are admitted to trading on a regulated market; and
e has an annual average of more than 500 employees.

By means of reference to the CSRD (underlying section 289b of the German Commercial Code), the same prerequisites apply to the EU
Taxonomy Regulation.

A company can be exempted from these disclosure obligations if it is a subsidiary of a parent company that itself is subject to relevant reporting
requirements.

Once the reporting requirements under the CSRD are implemented in Germany, significantly more companies will have to publish non-financial
statements and comply with the EU Taxonomy Regulation. For example, the CSRD governs all companies that are either large or listed, except
for listed micro-companies. The transposition of CSRD into national law is expected shortly, since a draft has already been published by the
ministry of justice on March 22, 2024.

Similarly, the LkSG applies to companies, regardless of their legal form, that have their central administration, principal place of business,
administrative headquarters, statutory seat or branch office and 3,000 or more employees in Germany. Since 1 January 2024, the act applies to
companies with 1,000 or more employees.

The CS3D, upon transposition in national law, will be implemented in three phases. Initially the provisions of the directive will apply to
companies, regardless of their legal form, with a net annual turnover of €1.5bn in the EU and — for European companies — at least 5,000
employees. Later the provisions of CS3D also apply to companies with a net annual turnover of €900m in the EU and — for European companies
— at least 3,000 employees. Finally — five years after coming into force — the provisions of CS3D will apply to all companies with a net turnover
of €450m in the EU and - for European companies — at least 1,000 employees.

What are the circumstances in which such ESG
disclosures are triggered? That is to ask, are ESG
disclosures triggered in case of certain transactions
only, or are ESG disclosures required to be made on
a continuous annual reporting basis or both?

Most of the ESG disclosures are not triggered by capital market transactions, but are rather of an ongoing or periodic nature. For example,
this is the case for the non-financial statement and the report pursuant to the LkSG, CSRD and CS3D; they are linked to various balance
sheet key figures.

Financial institutions are required to disclose information to supervisors as well as to the broader public. Under the SFDR, some ESG disclosures
are required on a periodic basis. Others at financial product level require, for instance, pre-contractual disclosures.

Although no ESG disclosure obligation is triggered by a specific transaction, we anticipate an increased focus on ESG due diligence in M&A
transactions. We expect that buyers will not only review the company’s ESG strategy and systems (including any past non-compliance,
stakeholder complaints, regulatory risk and general ESG philosophy) but also take a deeper dive into the target company’s ESG standards —
particularly with regard to environmental commitments of the company and its suppliers.

In the case of mandatory disclosures, are disclosures
required in the form of separate ESG reports?

Under current law, the non-financial statement can be published either as a separate report or as part of the (group) management report. Once
the amended CSRD is transposed into German national law, the option of a separate ESG report will no longer exist. All required information
will have to be disclosed in a dedicated section of the management report and be digitally tagged so that it is machine-readable.

Pursuant to Article 8 of the EU Taxonomy Regulation, the non-financial instrument needs to include information on how and to what extent the
company’s activities are associated with economic activities that qualify as environmentally sustainable.
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The LkSG currently stipulates that the non-financial statement and LkSG report must be two separate reports, even though the content may
overlap, to some extent. As part of the implementation of the CSRD, the German Federal Ministry of Justice (Bundesjustizministerium) has
proposed replacing the previous non-financial statement with a more comprehensive sustainability report in accordance with the German
Commercial Code. In future, companies will be able to replace the LkSG-report with mandatory or voluntary sustainability reporting in
accordance with the German Commercial Code in order to avoid a double reporting obligation.

jurisdiction that monitors ESG disclosure compliance
and what are the penalties for non-compliance with
mandatory ESG disclosures, if applicable? Are there
any grace periods?

7. What is the location of the ESG disclosure (eg, SEC The aforementioned reports — the non-financial statement including information pursuant to the EU Taxonomy Regulation and LkSG report —

filings, sustainability reports, company website)? must be published and must then be held publicly available for a specified period of time (seven to ten years, depending on the statute involved)
and free of charge. The most common location for publishing the reports is the company’s website. The LkSG report also must be submitted to
the competent authority (Bundesamt fir Wirtschaft und Ausfuhrkontrolle or BAFA).

8. In the case that there is no mandatory disclosure Some companies that do not have to publish their own report, either because they do not reach the aforementioned thresholds or because they
requirement, do you nevertheless find that are an exempted subsidiary of a parent company that is subject to the relevant reporting requirements, do in fact publish sustainability reports.
corporates are voluntarily making ESG disclosures Companies seek to meet the expectations not only of investors but also society at large. Moreover, even though ESG disclosure requirements
in your jurisdiction as a result of investor currently only affect certain (large) entities, it is already clear that the scope will be significantly extended soon; companies have already started
expectations? to voluntarily publish ESG-related information as an opportunity to familiarise themselves with the future requirements.

With regard to the CSRD, the European Financial Reporting Advisory Group (EFRAG) published a draft of a voluntary sustainability reporting
standard for Non-Listed Small- and Medium-Sized Enterprises (VSME ESRS) in January 2024. The VSME ESRS underlines the interest in and

need of voluntary ESG reporting by providing a sustainability reporting standard to all companies that are not obliged to report under the

CSRD but nevertheless wish to take similar measures. As a possible area of application, EFRAG states, among other things, that the provision

of information can contribute to satisfying the demand for data from lenders and investors and can therefore make it easier for companies to
access funding. EFRAG also sees a potential area of application in meeting the data requirements of large companies that demand sustainability
information from their suppliers.

9. What is the name of the regulator in your Which regulator monitors ESG disclosure compliance is dependent on the relevant regulation, directive or implemented national law. On a

European level, the European Securities and Markets Authority (ESMA) is competent. However, particular national authorities, such as the
Federal Office for Economic Affairs and Export Control (Bundesamt fur Wirtschaft und Ausfuhrkontrolle), the Federal Financial Supervisory
Authority (Bundesanstalt fir Finanzdienstleistungsaufsicht) or the Federal Office of Justice (Bundesamt fur Justiz) ensure compliance with
mandatory ESG disclosure in Germany.

The Member States are responsible for setting forth rules for penalties. The specific penalties for non-compliance with mandatory ESG disclosure
can therefore be found in the respective national laws: If the non-financial statement is not prepared or if it is incomplete, this constitutes

an administrative offence and can trigger a fine of up to €50,000, or — for large public interest companies — a fine of up to €2m or twice

the economic benefit derived from the administrative offence. These provisions apply to the non-financial statement, including the reporting
obligations under the EU Taxonomy Regulation.

With regard to the LkSG, it is a regulatory offence to intentionally or negligently fail to prepare a correct report. A fine of up to €100,000 can
be imposed.

With regard to CS3D, potential sanctions will include periodic penalty payments and public statements by national supervisory authorities
naming the company and the offence if it fails to comply with instructions from the competent authority in a timely manner. Member States
must base the periodic penalty payment on the company’s worldwide net turnover, without limiting themselves exclusively to this. The fines
envisaged under this provision can amount to up to 5 per cent of net turnover.

Normally, it takes a while for the respective regulation to be effective in Germany. In particular, EU directives first need to be implemented
by German law. Therefore, companies often have months or even years to prepare for the new legislation. However, once the ESG-related
regulations are effective, the penalty provisions usually apply immediately without a grace period.
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If the management report has not been supplemented by a non-financial statement, or if a separate non-financial report has not been prepared
or if individual disclosures are missing therein, then the management report is incomplete and the auditor may qualify or withhold the audit
certificate. These rules apply to both financial and non-financial reporting, as well as the obligations of the EU Taxonomy Regulation as part of
the non-financial statement.

10. What are the penalties for false or misleading ESG An incorrect description of the company’s circumstances in the non-financial statement required by the German Commercial Code (see question
disclosures? Will your answer change depending 16) is punishable by law; a member of the governing body authorised to represent the company (eg, the management board) or a member
on whether the ESG disclosure was mandatory or of the supervisory board is liable to imprisonment for up to three years or a monetary fine if they act intentionally or with gross negligence.
voluntary? These existing sanctions in the German Commercial Code will be extended to sustainability reporting under CSRD. Please note that the relevant
sections of the German Commercial Code specifying the penalties do not distinguish between voluntary and mandatory disclosures that the
company makes as part of its non-financial statement (in future: sustainability report).
Depending on the circumstances in the individual case, the company, or even its management, could also be held liable in civil law cases, for
example, by third parties.
According to the LkSG, companies with more than 1,000 employees must prepare an annual report on the fulfilment of their obligations under
this Act in the previous financial year. A false or misleading report may result in fines up to €100,000.
11. Is there a tiered disclosure system in your An annual LkSG report to the competent authority and the internet is currently required. The same applies to the disclosure of information on
jurisdiction and are there any further ESG disclosure | the strategies for fulfilling the battery due diligence obligation under the EU Batteries Regulation (Batterie-VO).
requirements expected in your jurisdiction in the ) N ! — . . .
nec;r future? P your] The EU Taxonomy Regulation and the Corporate Sustainability Reporting Directive (CSRD), which has to be transposed into national law by
’ mid-2024, have expanded both the scope of companies subject to reporting requirements and the necessary content of required reporting (see
question 12 ff. for details).
The introduction of further ESG disclosure requirements can also be observed at a national level. For example, the Corporate Governance Code
(Deutscher Corporate Governance Kodex or DCGK) in Germany includes various provisions including an obligation to take ESG into account.
While the code is legally non-binding, listed companies must disclose any deviations from the standards.
Another regulation is the CS3D which will come into force in mid-2024. The CS3D is to be implemented into national law in Germany by mid-
2026 by amending the LkSG. The regulations of the CS3D go beyond the applicable provisions of the LkSG and require annual reporting on the
fulfilment of due diligence obligations.
12. Is there a system of ESG certification or The EU Taxonomy Regulation establishes a classification system by defining criteria to determine whether an economic activity is environmentally
benchmarks that need to be met to have an ‘ESG sustainable. Thereby, to what extent investments are environmentally sustainable can also be identified.
Approved/Compliant’ status? For example, is ) o . N . . . o .
PP . P . . P The EU Taxonomy Regulation primarily focuses on environmental sustainability. It therefore stipulates six environmental objectives: (1) climate
there a classification system for environmentally L ) ) . : . o .
. L . . change mitigation; (2) climate change adaptation; (3) sustainable use and protection of water and marine resources; (4) transition to a circular
sustainable activities based on certain basic ) ) : . B . .
.. .. economy; (5) pollution prevention and control and (6) the protection and restoration of biodiversity and ecosystems. Environmentally sustainable
minimum standards that are objectively - ! ) o : . L
. activity requires a substantial contribution to any of these environmental objectives, the absence of significant harm to any other of the
ascertainable and transparently reportable? ) o : i ” , . . L,
environmental objectives and compliance with specified performance thresholds (known as ‘technical screening criteria’).
However, as an additional criteria, the EU Taxonomy Regulation takes into account whether an activity complies with a number of minimum
social safeguards (ie, the activity has to be carried out in a way that ensures alignment with the OECD Guidelines for Multinational Enterprises
and the UN Guiding Principles on Business and Human Rights).
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The EU Taxonomy Regulation provides for several transparency obligations, in particular, the expansion of reporting requirements in a non-
financial statement (in future: sustainability report) (Article 8). This obligation is linked to sustainability reporting in terms of its scope, which
means that only those undertakings that have to publish a non-financial statement (in future: sustainability report) have to comply with the new
reporting requirements pursuant to the EU Taxonomy Regulation. Article 8 of the EU Taxonomy Regulation requires disclosure on how and to
what extent the undertaking’s activities are associated with economic activities that qualify as environmentally sustainable. In particular, for each
of their turnover, capital expenditure and operating expenditure, non-financial undertakings have to disclose the proportion by which these are
associated with environmentally sustainable activities.

The EU Taxonomy Regulation is binding in all EU Member States. However, it should be noted that the assessment of environmental
sustainability is not made by an authority or other third party, but by the undertaking itself. The management board is obligated to duly make
this assessment, and the supervisory board is obligated to duly control the assessment and corresponding disclosures made by the management
board. Prior to the EU Taxonomy Regulation, there was no comparable system in Germany.

13.

Please give a brief overview of the nature and
extent of ESG disclosures required to be made in
your jurisdiction.

The Non-Financial Reporting Directive (NFRD), which amended the EU Accounting Directive, established the obligation to include a non-financial
statement in the management report containing information to the extent necessary for an understanding of the undertaking’s development,
performance, position and the impact of its activity, relating to, as a minimum, environmental, social and employee matters, respect for human
rights, anti-corruption and bribery matters. These obligations are applicable to listed companies of certain legal forms that employ more than
500 employees. The directive was implemented, inter alia, by section 298b et seqq of the German Commercial Code. In addition, diversity
reporting has been added to the corporate governance statement set forth in section 289f of the German Commercial Code.

By means of the EU Taxonomy Regulation, the content of the non-financial statement has been expanded, as already described under
question 12.

The CSRD, which again amends the Accounting Directive and thus also the requirements of the NFRD, extends the personal scope for the
sustainability reporting obligation. The requirements are also changing considerably: Binding reporting standards (European Sustainability
Reporting Standards or ESRS) provide uniform content and formal requirements for sustainability reporting. Another new feature is a mandatory
external audit of sustainability reporting. In addition, the sustainability report will become a mandatory part of the (Group) management report.
As the transposition of the CSRD into national law is imminent, companies are already working on implementing the requirements.

The disclosures in the corporate governance statement, as well as in the non-financial statement (in future: sustainability report), are mandatory
by law and non-compliance may result in severe sanctions, in particular, consequences for board members in terms of criminal law and fines
(see questions 9 and 10).

Additional disclosure requirements may result from the German Corporate Governance Code, which includes several ESG-related
recommendations. For example, the supervisory board should have expertise regarding sustainability. The Corporate Governance Code sets out
standards. In the event of non-compliance, there is no sanction but an obligation for companies to disclose any deviations from the standards.

Subject matter of the annual LkSG-report is the fulfilment of the obligations under this Act in the previous financial year. The competent
authority's questionnaire that may be used as a template contains questions regarding, inter alia, the company’s human rights strategy, its risk
analysis regarding human rights-related and environmental risks, preventive and reactive measures and the internal complaints procedure.

Companies covered by the CS3D are also subject to a duty to report on due diligence and the impact of their business activities. The CS3D
provides for an exemption rule to relieve companies that would be required to report under both the CSRD and the CS3D: these are exempt
from additionally reporting under the CS3D.
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14.

Is there a specific emphasis on climate change-related
disclosures as part of the ESG disclosure regime, if so,
how does your jurisdiction require entities to make
specific Climate Change disclosures?

As described in the answer to question 12, climate change mitigation is one of the environmental objectives for the purpose of the EU Taxonomy
Regulation and thereby has gained importance. It is necessary to disclose if and to what extent activities qualify as environmentally sustainable
pursuant to the EU Taxonomy Regulation. However, the EU Taxonomy Regulation does not require a specific climate change disclosure.

The CSRD requires reporting companies to provide information on how the company intends to ensure that its business model and strategy are
compatible with the transition to a sustainable economy and limiting global warming in line with the Paris Agreement. Across industries and
regardless of whether they are listed, many companies use the standards of the Science Based Targets Initiative (SBTi) for this purpose. The ESRS
further specify this disclosure obligation provided for in the CSRD.

According to the CS3D, companies are obliged to adopt and implement a climate protection plan that aims to ensure that the company’s
business activities are compatible with the goal of the Paris Climate Agreement and the goal of climate neutrality within the meaning of EU
Regulation 2021/1119 (European Climate Act). The CS3D is linked to the CSRD also in this regard: companies that already report on their
climate protection plan in accordance with the CSRD are considered to fulfil the obligation under CS3D.

The CBAM, already mentioned in question 2, also aims to curb climate change by obliging companies to keep detailed records and
documentation of all information relating to imported goods and the calculation of the emissions associated with them.

15.

Are the ESG disclosures standardised in your
jurisdiction or do companies have latitude in terms of
the extent and manner of disclosures that they make?

Previously, there has been no mandatory standardised form, so companies relied on national, EU-based or international frameworks according
to section 289d of the German Commercial Code (based on the NFRD). Therefore, currently the non-financial statement has to contain
information about whether a framework was used, and if so, which framework or why no framework was used. In German practice, the GRI
Standards of the GRI have become the most frequently used framework. In addition, companies had quite a lot of leeway with regard to the
content of the disclosures.

The implementation of the CSRD will significantly reduce companies’ leeway for sustainability reporting. The CSRD provides for the introduction
of mandatory uniform reporting standards throughout the EU (ESRS). They specify the content and format of the sustainability report in detail
(see question 16). An initial set of ESRS has already been issued.

With regard to the annual report under the LkSG, the authority responsible for the LkSG has issued a questionnaire that may be used
as a template.

16.

Is there clear guidance and a definition of
what applicable law envisages in terms of ESG
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in
Environmental, Social, and Governance?

Section 289c of the German Commercial Code stipulates the content of the non-financial statement and provides a further explanation in terms
of examples for each of five subjects (environmental concerns, workforce concerns, social concerns, respect for human rights and the fight
against corruption and bribery).

As part of the implementation of the CSRD into national law, Section 289c of the German Commercial Code will be amended. The ESG matters
covered by the CSRD reporting obligation also include environmental, social and human rights factors, governance factors, employee concerns,
respect for human rights and the fight against corruption and bribery. Beyond that, the CSRD contains clear specifications as to what ESG
disclosures are required. They include:

1. a brief description of the business model and strategy of the corporation, including information on:
a) the resilience of the corporation’s business model and strategy to risks in connection with sustainability aspects;
b) on the opportunities for the corporation in connection with sustainability aspects;

¢) the manner, including implementation measures and associated financial and investment plans, in which the corporation intends to
ensure that its business model and strategy are compatible with the transition to a sustainable economy and limiting global warming
to 1.5°C in line with the Paris Climate Agreement goal of achieving climate neutrality by 2050 and, where applicable, the corporation’s
exposure to coal, oil and gas related activities;
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d) the way in which the corporation takes into account the concerns of its stakeholders and the impact of its activities on sustainability
aspects in its business model and strategy; and

e) on the way in which the strategy of the corporation is implemented with regard to sustainability aspects;

2. adescription of the time-bound sustainability targets that the corporation has set for itself, if any, including absolute greenhouse gas
emission reduction targets for at least 2030 and 2050, a description of the progress the corporation has made towards achieving these
targets, and an explanation of whether the corporation’s targets related to environmental factors are based on conclusive scientific evidence;

3. adescription of the role of the management, supervisory or administrative bodies in relation to sustainability aspects and their expertise and
skills to perform this role or their access to such expertise and skills;

4. a description of the company’s sustainability policy;

5. Information on the existence of incentive schemes linked to sustainability aspects offered to members of the management, supervisory or
administrative bodies;

6. a description:

a) of the due diligence process carried out by the corporation with regard to sustainability aspects and, where applicable, in accordance
with the requirements of the EU for companies to carry out a due diligence process;

the main actual or potential negative impacts associated with the company’s own operations and with its value chain, including its
products and services, its business relationships and its supply chain, the measures taken to identify and monitor these impacts, and other
negative impacts that the company is required to identify in accordance with other EU requirements for companies to carry out a due
diligence process; and

C) any measures taken by the corporation to prevent, mitigate, remedy or terminate actual or potential negative effects and the success of
these measures;

7. a description of the main risks to which the corporation is exposed in connection with sustainability aspects, including a description of the
main dependencies in this area, and the management of these risks by the corporation; and

8. indicators relevant to the disclosures referred to in points 1 to 7.

These reporting requirements are further specified by the extensive ESRS, which are issued by the European Commission as EU-delegated
regulations on the basis of the CSRD. The ESRS are therefore directly applicable in all EU Member States without any transposition act.

17. How are cross impacts between ESG goals measured | Because there is still no general obligation to comply with ESG standards, there is also no measurement of cross impacts between ESG goals.
or taken into account as part of applicable law? For | With regard to the non-financial statement, the disclosures have to be made separately in relation to each of the topics mentioned in section
example, is an investment in a coal mining company | 289d of the German Commercial Code (already described under question 16). The implementation of the CSRD will not change this concept.
ESG compliant if the coal mining company has effective . o . : . . .
F_’ . .. 9 pany . The EU Taxonomy Regulation primarily takes the environmental aspect into account. In addition, the minimum social safeguards also need
gender diversity policies? Or are these goals taken into
. I to be met.
account as a whole when measuring ESG compliance?
18. In your view, has ESG disclosure regulation in your Given the strong interest by institutional investors in ESG information on the activities of listed companies, a standardised framework for ESG

jurisdiction aided investor value creation, or has it
created a greater compliance burden for companies
without creating investor value? Or does the
answer lie somewhere in the middle?

disclosure may improve investor information as it makes disclosure by individual companies comparable. The introduction of the mandatory
ESRS for sustainability reporting under CSRD is therefore an important step.
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19.

Would your clients like to see a greater, more
transparent, clear and effective ESG disclosure
regime than the one that exists presently?

Clients currently face the challenge of implementing the numerous requirements of the EU Taxonomy Regulation, LkSG, CSRD, CS3D, Batterie-
VO, CBAM, EU Deforestation Regulation (EU-Entwaldungs-VO or EUDR) and would therefore not be expected to wish for additional regulation
that needs to be digested.

However, companies would like to see clearer guidelines, for example with regard to standardisation, as well as better coordination of the
various regulatory instruments and opportunities to consolidate the various reporting obligations.

20.

Are there any specific mandatory ESG disclosure
requirements, including rules aimed at preventing
greenwashing, in connection with securities issues
imposed by law or regulators (ie, other than regular
disclosures in connection with financial reports and/
or sustainability or similar reports)?

The European Commission has recently pursued further legislative projects with regard to ESG disclosures and ESG compliance. First, the CSRD
needs to be mentioned, which will provide for sustainability reporting, in particular, more detailed reporting standards. Further, the Green New
Deal provides for a comprehensive package of measures to achieve the 2030 climate targets, including provisions to define sustainability targets
for economic sectors and companies.

Further disclosure requirements that may be relevant in this regard arise from the EU Sustainable Finance Disclosure Regulation (EU)
201972088 (SFDR), which has been in force since 9 January 2024 and lays down rules for financial market participants and financial advisers
on transparency in the integration of sustainability risks and the consideration of adverse sustainability impacts in their processes and in the
provision of information on the sustainability of financial products.

Furthermore, the implementation of the CS3D mentioned in question 11 will stipulate the obligation for all EU Member States to ensure that
companies conduct human rights and environmental due diligence. The implementation will result in a comprehensive due diligence obligation
with regard to negative impacts on human rights and the environment in value chains, which companies, ie, board members, will have to observe.

This development indicates the direction that will be taken, meaning that ESG-related measures will go beyond disclosure by establishing actual
duties of conduct. The amendments to the Corporate Governance Code in Germany (as described above) point in the same direction.

21.

Have you seen any development with regard to
ESG disclosures in connection with securities issues
or the regulatory authority’s approach towards
such disclosures, in particular with regard to
greenwashing issues?

The public offer of securities and their admission to trading require the prior publication of a prospectus. ESG disclosures in the prospectus are
already required not only within the scope of certain special regulations, but in some cases also independently of these in accordance with the
provisions of the Prospectus Regulation. This applies in particular (but not only) to ‘green’ bonds. Here, the prospectus must contain a number
of ESG-related disclosures. ESMA recently clarified that issuers of securities are also required under current law to check whether and to what
extent information on ESG is required in the prospectus, in accordance with the principle that the prospectus must contain all the information
that the investor needs to make an informed investment decision.

The European legislator recently passed the Listing Act, which, among other things, amends the Prospectus Regulation and contains provisions
on ESG disclosures in the prospectus. Further ESG disclosure requirements for prospectuses are likely to follow in the foreseeable future. The
Commission is empowered to adopt Delegated Acts that take into account whether debt securities are advertised as including ESG factors or
pursuing ESG objectives.

The European Green Bonds Regulation, which will apply from 21 December 2024, creates a voluntary offer for bond issuers. They can issue
bonds with the designation ‘European green bond’, but these must then comply with the regulated European Green Bond Standard (EUGBS)
established by the regulation.

Deceiving investors about sustainability aspects by providing false or incomplete information in the prospectus to be prepared for an IPO for a
correspondingly advertised investment is suitable for triggering tortious prospectus liability.

A regulatory sanction for environmental disclosure obligations is possible by means of a balance sheet control procedure by the Authority for
Financial Supervision (BaFin).

As a result of the stricter requirements of the ESG disclosures in the prospectus investors might soon increasingly attempt to assert prospectus
liability claims due to false ESG information.
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22. Are you aware of any claims brought, eg, by Since a ruling by the Federal Constitutional Court on climate protection in 2021, climate lawsuits have been on the rise in Germany. One
investors or regulatory authorities, due to example is lawsuits against a car manufacturer with the aim of stopping the sale of cars with combustion engines and reducing CO2 emissions.
incorrect/incomplete/misleading ESG disclosures in | Even though the lawsuits were dismissed, the company incurred legal costs and reputational damage.
connection with securities issues in your jurisdiction ) . . " . . . .

. . . your] With regard to greenwashing, there have also been several judgments under competition law for misleading advertising. One example is the

(eg, in relation to greenwashing)? T N : . .
lawsuit filed by the Verbaucherzentrale Baden-Wurttemberg against the fund company DWS on suspicion of greenwashing. Recently, Deutsche
Umwelthilfe, a non-profit association for environmental aid, filed a lawsuit against a tourism company that had advertised ‘decarbonised cruise
operations’ by 2050, which the plaintiff considers to be consumer deception.
Furthermore, since October 2023, Germany has had a new legal remedy with which consumer associations can sue companies directly for
damages. The subject of these lawsuits can also be ESG issues, for example regarding greenwashing of products or sustainability performance.
As the requirements for filing and participating in such actions have been significantly lowered compared to the previous collective redress
instruments (eg, the model declaratory action — Musterfeststellungsklage), an increase in actions by consumer associations for false or
misleading ESG disclosures is expected in the future.

23. If there is a regular ESG disclosure requirement The auditor of a company subject to reporting requirements must check whether the annual report contains a non-financial statement or
for companies in your jurisdiction, such as a — alternatively — a separate non-financial report. Under current legislation, there is no obligation to review the content of the non-financial
sustainability report, what are the mandatory statement or the separate non-financial report submitted. A voluntary review of the content by the auditor is possible. In this case, the result of
external certification/assurance requirements in this review must be made publicly available.
connection with such a sustainability report or in o . . _— . o . o T

. . . y rep Following implementation of the CSRD, there will be an obligation to review the content of sustainability reporting — initially with limited
connection with any other ESG disclosures that ) . : o . . . AP .
. . assurance, in the medium term with reasonable assurance. In principle, the auditor of the financial statements (Abschlusspriifer) is responsible
are required to be made (or have been voluntarily i, L . . . . ) . .
. . L for auditing the sustainability report. The CSRD includes the option that alternatively other auditors (Wirtschaftsprdifer) or even other accredited
disclosed) in your jurisdiction as part of the . : . . T .
, . L. . independent providers of assurance services may be approved to audit the sustainability report. It remains to be seen whether the German
company'’s annual reporting obligations? Which party . . ) . ) . ) ) A .
. e legislator will implement this option. The draft Implementation Act stipulates that auditors other than the auditor of the financial statements,
can perform the assurance or give such certification? o . ) : o
but not other accredited independent providers of assurance services, may audit the sustainability report.

24, What kind of developments have you seen in Companies affected by the LkSG have installed a human rights representative or even a human rights council as a supervisor of human rights-
relation to board oversight and governance of related internal efforts and the fulfilment of corresponding legal obligations under the LkSG. Almost all large German companies also have
ESG matters? sustainability departments. A sustainability officer or sustainability representative is often appointed.

Furthermore, the German Corporate Governance Code suggests the supervisory board shall have ESG expertise.

25. How are the following standards affecting the German companies will primarily focus on the provisions of the CSRD and ESRS, as these will be implemented into national law and will
companies in your jurisdiction or how do you see therefore affect most German companies. The reporting obligations of the CSRD and ESRS burden the companies with additional logistical and
your clients planning for them in the future: administrative challenges and can usually only be realised by partially readjusting internal processes.
¢ the sustainability disclosure standards published | The ISSB also affects a number of internationally operating companies in Germany, which had also campaigned for the ISSB standards to be

by the International Sustainability Standards transposed into European law in a formalised process like the IFRS. Companies fear that they will have to report according to two different,
Board (ISSB) in June; and in the worst case contradictory, sustainability standards if the European standards are not in line with the ISSB standards. Despite some
. o . conceptual differences, intensive work has been done on the interoperability between the two standards in order to make implementation
o the first set of European Sustainability Reporting . . . . . . : .
X easier for companies and ensure the greatest possible comparability. However, it remains to be seen how the two standards will be accepted in
Standards (ESRS) published by the European . ) . R ) . . . . N
L. X . . practice by companies and recipients of sustainability reporting and how they will contribute to the further integration of sustainability aspects
Commisssion in July (against which communities | . : ) - .
. into business strategies and decision-making processes.
must report under the EU Corporate Sustainability
Reporting Directive (CSRD)); With regard to TNFD, six of the 319 companies that belong to the so-called ‘Early Adopters’ of the TNFD are German companies. The
. . . . implementation of the CSRD, which will become mandatory for the first group of companies this financial year, is expected to increase the
¢ the final supporting additional guidance S o . . o :
. number of companies in Germany reporting in accordance with the TNFD. This is because individual environment-related standards of the CSRD
published by the Taskforce on Nature-related ) ) " "
. R . X recommend the use of the TNFD methodology, known as the LEAP approach, to determine nature-related risks and opportunities. In addition,
Financial Disclosures (TNFD) in September; and . : ) ) .
no standardised metric for assessing nature-related risks has yet been established on the market.
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e the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

The TPT Framework affects primarily UK listed companies. In order to harmonise with the CSRD and ESRS reporting, the TPT has provided
introductions and a comparison document to the ESRS.

26.

In your view, do the companies subject to disclosure
requirements have the necessary capability and
resources to make the required disclosures?

Currently there are high thresholds that need to be met prior to mandatory disclosure requirements being triggered (see question 4), which
means that the companies currently concerned have the necessary resources and capacity to meet their reporting obligations. However, with the
implementation of the CSRD and the CS3D, SMEs will also be increasingly affected by reporting requirements. As the CSRD and CS3D reporting
requirements result in a considerable administrative effort, they will be particularly challenging for these SMEs. With regard to the CSRD, the EU
has already reduced the reporting requirements for (capital market-oriented) SMEs compared to the reporting requirements of large companies.
Nevertheless, careful financial and personal preparation for the upcoming reporting requirements is of the essence.

27.

Is it mandatory for companies to set climate-related
targets?

Currently it is not mandatory for companies to set climate-related targets.

However, with implementation of the CS3D into national law, companies will be required to adopt and implement a transition plan to mitigate
climate change. This climate plan should aim to ensure, through best endeavours, that the company’s business model and strategy is aligned
with the transition to a sustainable economy and the limitation of global warming to 1.5°C and, where appropriate, with the company’s
involvement in coal, oil and gas-related activities. In addition, companies should set out in this document, among other things, a precise
timetable with defined time periods, defined emission reduction targets for greenhouse gases and list the key measures planned to achieve
these targets and their financing.

There is also a link between the CSRD and the CS3D in order to avoid redundancies: companies that are obliged to report on sustainability in
accordance with the CSRD are exempt from the obligation to draw up a climate plan in accordance with the CS3D.

28.

If not mandatory, is a voluntary commitment
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/
[sciencebasedtargets.org]) popular amongst the
companies in your jurisdiction?

Currently it is not mandatory for companies to set climate-related targets.

Therefore, it is not very common amongst German companies to voluntarily set any climate targets. However, there are a few examplesthat
might indicate the start of an overall trend:

e in May 2023, the executive board of a German stock corporation proposed a climate roadmap to the annual general meeting, which was
passed with a majority of 95.3 per cent of the votes cast; and

e in April 2024, the annual general meeting of a DAX company voted on a binding climate plan up to 2040. The proposed climate plan was
adopted almost unanimously by the shareholders with a majority of 98.44 per cent of the votes cast.

In addition, in recent years a scientific discussion has begun regarding the necessity of a so called ‘Say-on-climate’ resolution for German stock
corporations. With the Say-on-climate resolution the annual general meeting would vote on a Climate Transition Action Plan proposed by the
executive board.

29.

What are the future trends that you envisage in
terms of ESG disclosures in your jurisdiction?

With the CS3D the European Commission is currently finalising another legislative project with regard to ESG disclosures and ESG compliance.

The CS3D stipulates the obligation for all EU Member States to ensure that companies conduct human rights and environmental due diligence.
This directive will result in a comprehensive duty of care with regard to negative impacts on human rights and the environment in value chains

that needs to be observed by companies, that is, by board members.

With regard to the national law, the implementation of the CSRD needs to be mentioned. The CSRD shall provide for expanded non-financial
reporting, in particular, more detailed reporting standards.

The recent endeavours of the European Commission indicate the direction that will be taken, meaning that ESG-related measures will go
beyond disclosure by establishing actual duties of conduct. The adoption of the LkSG (as described above) points in the same direction.

30.

Please provide your name, firm name, and a brief
biography (optional) about yourself.

Michael Arnold, Gleiss Lutz.
Simon Link, Hengeler Mueller.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Grand Duchy of Luxembourg

Grand Duchy of Luxembourg

Which jurisdiction are you covering?

Grand Duchy of Luxembourg

Are ESG disclosures required to be mandatorily
made in your jurisdiction by market participants?

ESG disclosure obligations in Luxembourg derive from EU law and are provided by national laws transposing EU directives as well as by directly
applicable EU regulations.

ESG disclosures became mandatory pursuant to the Law dated 23 July 2016 that transposed the Non-Financial Reporting Directive (NFRD)
through amendments to various laws, including in particular the Law of 19 December 2002 on the register of commerce and companies and
the accounting and annual accounts of companies (the ‘Accounting Law’) and the Law of 10 August 1915 on commercial companies (the
‘Company Law’).

The provisions of the Accounting Law and the Company Law are currently being further amended by Bill of Law 8370 (the ‘CSRD Bill’)
transposing the Corporate Sustainability Reporting Directive (CSRD). New ESG disclosure obligations are laid down in Articles 19a and 29a
of the CSRD. For the purposes of this survey, we will mainly refer to the requirements of the CSRD, which will become gradually applicable
to various types of undertakings in Luxembourg as from financial year 2024 and as soon as the CSRD is transposed. We will refer in limited
respects to the provisions of the CSRD Bill, which are not yet in force but give an indication of the direction that the Luxembourg legislator
proposes to take in its CSRD transposition approach.

ESG disclosures are also required by the EU Taxonomy Regulation. The obligations under the EU Taxonomy Regulation are further detailed in
Commission Delegated Regulation EU 2021/2178 of 6 July 2021, as amended by the Delegated Act (EU) 2023/2485 (the 'Disclosures Delegated
Act’). Because EU Regulations are directly applicable in EU Member States, the EU Taxonomy Regulation is directly applicable in Luxembourg.
Hence, ESG disclosures under the EU Taxonomy Regulation by in-scope market participants are mandatory in Luxembourg.

ESG disclosures are also required under the Sustainable Finance Disclosure Regulation (SFDR). However, this regulation does not apply to issuers
but imposes, in essence, a range of ESG disclosure obligations at entity and product/contract level to different types of actors alongside the
distribution chain of financial products, such as alternative investment fund managers (AIFMs), investment firms and credit institutions providing
portfolio management services or insurance undertakings making available insurance-based investment products. Hence, the SFDR will not be
covered in this survey.
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3. If ESG disclosures are required, is there a distinction | Entities in scope of the NFRD and subject to the NFRD Law are large undertakings which are public interest entities within the meaning of the
between the type and nature of the entity that is Accounting Directive (ie, entities admitted to trading on a EU-regulated market ('listed entities’), credit institutions, insurance companies and
required to make ESG disclosures? other companies designated by Member States to be of public interest), exceeding on their balance sheet dates the criterion of the average

number of 500 employees as well as public interest entities which are parent undertakings of a large group (see also definitions below).
Under the CSRD, ESG disclosures take the form of sustainability reporting included in the management report. They are required on a
staggered basis (see also question 11 below with respect to the CSRD implementation timeline) for a larger group of companies, namely all
large undertakings as well as small and medium-sized undertakings admitted to trading on a regulated market and parent undertakings of a
large group.
The CSRD qualifies undertakings as follows:
Large undertakings exceed the limits of at least two of the following three criteria:
1. balance sheet total: €25m
2. net turnover: €50m
3. 250 employees.
Medium-sized undertakings do not exceed the limits of at least two of the following three criteria:
1. balance sheet total: €25m
2. net turnover: €50m
3. 250 employees.
Small undertakings do not exceed the limits of at least two of the following three criteria:
1. balance sheet total: €5m
2. net turnover: €10m
3. 50 employees.
Large groups are groups consisting of parent and subsidiary undertakings to be included in a consolidation and which, on a consolidated basis,
exceed the limits of at least two of the following three criteria on the balance sheet of the parent undertaking:
1. balance sheet total: €25m
2. net turnover: €50m
3. 250 employees.
Article 8 of the EU Taxonomy Regulation applies to the same type of entities as those subject to the disclosure obligations pursuant to the NFRD
(see above). However, it provides for different disclosure rules for financial and non-financial entities. Financial entities are defined as asset
managers, credit institutions, investment firms, insurance undertakings and reinsurance undertakings as defined in Article 1(8) of the Disclosures
Delegated Act.
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If there is a distinction, are any of these types of
entities not required to make ESG disclosures or
only limited disclosures are required depending on
whether they are, for example, private or public
unlisted companies? Are there any thresholds
that need to be met before mandatory disclosure
requirements are triggered?

See above regarding the thresholds that need to be met to trigger the CSRD disclosure requirements (question 3) and the timeline for
implementation (question 11).

Moreover, the CSRD provides for some proportionality for small and medium-sized undertakings, small and non-complex institutions and captive
insurance and reinsurance undertakings. Those entities may provide limited sustainability reporting in accordance with alleviated sustainability
reporting standards proportionate to their capacities and characteristics as well as the scale and complexity of their activities.

What are the circumstances in which such ESG
disclosures are triggered? That is to ask, are ESG
disclosures triggered in case of certain transactions
only, or are ESG disclosures required to be made on
a continuous annual reporting basis or both?

ESG disclosures are not triggered in the case of certain transactions only, but are required to be made by in-scope entities on a continuous
annual reporting basis in a management report or consolidated management report (as applicable). As opposed to the NFRD, the CSRD does
not allow the publication of the ESG disclosures in a separate report.

In the case of mandatory disclosures, are disclosures
required in the form of separate ESG reports?

As mentioned above, ESG disclosures can no longer be published in separate ESG reports. They must be included in a clearly identifiable
dedicated section of the management report or consolidated management report (as applicable).

What is the location of the ESG disclosure (eg, SEC
filings, sustainability reports, company website)?

ESG disclosures can either be found in clearly identifiable dedicated sections of management reports or consolidated management reports

(see questions 5 and 6). According to the amended Article 79 of the Accounting Directive, the management report shall be published on the
Electronic Register of Companies and Associations (Recueil électronique des sociétés et associations, the RESA). In such case, it will be available
free of charge on the website of the Trade and Companies Register. However, the company may choose not to publish the management report
in the RESA. In this case, the report shall be made available to the public at the company’s registered office. A full or partial copy of this report
must be available free of charge on request.

Moreover, for the issuers having their securities admitted to trading on a regulated market for which Luxembourg is the home Member State,
the sustainability reporting will comprise the annual financial report, which will qualify as regulated information and will be filed with the
Luxembourg financial sector regulator, the Commission de Surveillance du Secteur Financier (CSSF). The CSSF may thereafter decide to publish
such information on its website.

In the case that there is no mandatory disclosure
requirement, do you nevertheless find that
corporates are voluntarily making ESG disclosures
in your jurisdiction as a result of investor
expectations?

As mentioned above, under the CSRD and the EU Taxonomy Regulation, there are mandatory disclosure obligations. Besides that, in the
current financial environment, certain companies that are not subject to mandatory disclosure requirements may decide to disclose such
information voluntarily for the purpose of accessing sustainable financing or for other business-related reasons. In this respect, the European
Financial Reporting Advisory Group (EFRAG) is currently in the process of public consultation on draft voluntary standards for entities that are
out of CSRD scope, namely non-listed small and medium-sized undertakings, in order to support them in the preparation of such voluntary
sustainability reports.

What is the name of the regulator in your
jurisdiction that monitors ESG disclosure compliance
and what are the penalties for non-compliance with
mandatory ESG disclosures, if applicable? Are there
any grace periods?

In Luxembourg, the CSSF is competent to oversee compliance with the EU Taxonomy Regulation by companies subject to its supervision. The
Commissariat aux Assurances (CAA), the supervisor of the insurance sector, has the same competences with respect to insurance companies.

With respect to the disclosure obligations resulting from the CSRD and according to the CSRD Bill, the CSSF shall be empowered to impose
administrative sanctions on issuers having their securities admitted to trading on a regulated market for which Luxembourg is the home
Member State in the event that the regulated information (including sustainability reporting) is not published within the required deadline.
With respect to sustainability disclosure obligations resulting from the CSRD and as provided by the CSRD Bill, the following specific sanctions/
liabilities shall also apply:
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e civil law liability, that is, the collective liability of the members of the administrative, management and supervisory bodies of an undertaking,
acting within the competences assigned to them by law, in case they have not ensured that the management report, consolidated
management report or separate report (as applicable) are drawn up and published in accordance with the applicable law and, where
applicable, in accordance with international accounting standards, Commission Delegated Regulation (EU) 2019/815 (electronic reporting
format) and the applicable European Sustainability Reporting Standards (ESRS — see below); and/or

e criminal liability, that is, a fine of €500—€25,000 for managers and directors who have failed to (1) establish sustainability reporting, (2) have
it verified by a statutory auditor, (3) file or publish the sustainability reporting within applicable deadlines, (4) file or publish the management
report together with the assurance opinion on sustainability reporting, and as applicable, sustainability statement.

With respect to disclosure obligations resulting from Article 8 of the EU Taxonomy Regulation, there is no specific sanctions framework. The
CSRD sanctions shall apply mutatis mutandis.

10. What are the penalties for false or misleading ESG See above with respect to mandatory disclosure obligations (question 9).
disclosures? Will your answer change depending . N e . .
. I , [ rul L liability, II'as L | liability, f of fault, [ link
on whether the ESG disclosure was mandatory or n addition, general rules on Luxembourg corporate liability, as well as Luxembourg civil liability, requiring proof of fault, damage and causal lin
would apply.
voluntary?
. !S t.here _a tiered disclosure system in your i According to the CSRD, in-scope entities will have to start reporting according to the following timetable:
jurisdiction and are there any further ESG disclosure
requirements expected in your jurisdiction in the Timeline
near future? - : In-scope entities
Financial year Report due
2024 2025 Companies previously subject to the NFRD (large listed companies, large banks and large
insurance undertakings), as well as large non-EU listed companies and listed parent
undertakings of a large group — all if they have more than 500 employees.
2025 2026 Other large companies, including other large non-EU listed companies as well as parent
undertakings of a large group.
2026 (opt-out until 2027 (opt-out until Listed SMEs, including non-EU listed SMEs.
2028 2029 ) . . . .
) ) However, listed SMEs may decide to opt out of the reporting requirements until
financial year 2028.
2028 2029 Non-EU companies that generate over €150m per year in the EU and that have in the EU
either a branch with a turnover exceeding €40m or a subsidiary that is a large company
or a listed SME.
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12.

Is there a system of ESG certification or
benchmarks that need to be met to have an ‘ESG
Approved/Compliant’ status? For example, is
there a classification system for environmentally
sustainable activities based on certain basic
minimum standards that are objectively
ascertainable and transparently reportable?

As mentioned above, the EU Taxonomy Regulation introduces harmonised standards for ESG reporting by financial and non-financial entities
and defines on what basis activities can be qualified as environmentally sustainable.

Regarding benchmarks, Regulation (EU) 2016/1011 of the European Parliament and of the Council of 8 June 2016 on indices used as
benchmarks in financial instruments and financial contracts or to measure the performance of investment funds and amending Directives
2008/48/EC and 2014/17/EU and Regulation (EU) No 596/2014 (the BMR) represents a common framework to ensure the accuracy and integrity
of indices used as benchmarks in financial instruments and financial contracts, or to measure the performance of investment funds in the EU.
Thereby, it contributes to the proper functioning of the internal market while achieving a high level of consumer and investor protection.

The BMR targets three types of market participants: benchmark administrators; natural or legal persons contributing input data to a benchmark;
and supervised entities using a benchmark. Regulation (EU) 2019/2089 of 27 November 2019 amending the BMR as regards the EU climate
transition benchmark (EU CTB), EU Paris-aligned benchmark (EU PAB) and sustainability-related disclosures for benchmarks creates two new
categories, or labels, of climate-related benchmarks:

e EU CTB, which brings the resulting benchmark portfolio onto a decarbonisation trajectory; and

e EU PAB, which brings the resulting benchmark portfolio’s carbon emissions in line with the Paris Climate Agreement target to limit the global
temperature rise to 1.5°C compared to pre-industrial levels.

For these two new benchmarks, a delegated regulation specifies the minimum standards of the benchmark methodology.
At Luxembourg level, the following voluntary labels relevant for capital market transactions exist (the list is not exhaustive).

e LUxFLAG Climate Finance Label: The primary objective of this label is to reassure investors that each investment fund awarded the label
invests at least 75 per cent of its total assets in investments related to the mitigation and/or adaptation of climate change or cross-cutting
activities, and must prove a clear and direct link to these activities;

e LuxFLAG Environment Label: This label was created with the primary objective of reassuring investors that an investment fund invests
primarily in environment-related sectors in a responsible manner. This label requires each eligible fund to have a portfolio of investments in
environment-related sectors corresponding to at least 75 per cent of the fund’s total assets; and

e LuxFLAG ESG Label: The primary objective of this label is to reassure investors that each investment product awarded the label incorporates
ESG criteria throughout the entire investment process. The eligibility criteria for this label requires applicable funds to screen 100 per cent of
their invested portfolio according to one of the ESG strategies and standards recognised by LUxFLAG.

Moreover, the securities displayed on the Luxembourg Green Exchange (LGX) are categorised as Green, Social, Sustainable or Sustainability-
linked. In order to be displayed, they must be aligned with sustainability standards such as the International Capital Market Association (ICMA)'s
Green Bond Principles (ICMA GBP), Social Bond Principles (ICMA SBP) and Sustainability Bond Guidelines ICMA SBG), and they must meet other
eligibility criteria specific to LGX.

Finally, as far as eligible standards are concerned, the European Green Bond Regulation was published on 30 November 2023 and will apply
as of 21 December 2024. The regulation lays down uniform requirements for issuers of bonds who wish to use the designation ‘European
Green Bond’ or 'EuGB’ for their bonds that are made available to investors in the EU and also provides optional disclosure templates for bonds
marketed as environmentally sustainable and for sustainability-linked bonds in the EU.
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13.

Please give a brief overview of the nature and
extent of ESG disclosures required to be made in
your jurisdiction.

Under the CSRD, obliged companies shall include in the management report or consolidated management report (as applicable) a dedicated
section including information necessary to understand its impacts on sustainability matters and how sustainability matters affect its
development, performance and position (ie, sustainability reporting). This information will have to be disclosed according to the ESRS developed
by EFRAG and published on 22 December 2023 in Commission Delegated Regulation (EU) 2023/2772.

Under the ESRS, all in-scope entities will be required to comply with standards consisting of general principles and general disclosure
requirements applicable regardless of the entity’s business sector (covering in particular governance, strategy, impacts, risks, opportunity
management, metrics and targets — the ESRS 2). Additional disclosures related to governance, environment and social topics will be required
when they are considered material for the entity, depending on the entity’s sector. To this effect, the ESRS require in-scope entities to conduct
an assessment in accordance with the principle of ‘double materiality’ and to consider both impact materiality (inside-out approach: the entity
focuses on the impact of its activities on sustainability matters) and financial materiality (outside-in approach: the entity focuses on whether a
sustainability matter is material for its development, performance and position). It follows that the precise list of ESRS disclosure requirements
will be determined based on the outcome of this materiality assessment.

Moreover, entities subject to sustainability reporting obligations shall prepare their (consolidated) management report in the electronic reporting
format specified in Article 3 of Commission Delegated Regulation (EU) 2019/815 (xHTML) and shall mark up their sustainability reporting,
including the disclosures provided for in Article 8 of the EU Taxonomy Regulation, in accordance with the electronic reporting format specified in
that delegated regulation (iXBRL).

Furthermore, under Article 8 of the EU Taxonomy Regulation, any undertaking which is subject to an obligation to publish sustainability
information pursuant to the CSRD shall include in its reporting information on how and to what extent its activities are associated with
economic activities that qualify as environmentally sustainable under Articles 3 and 9 of the EU Taxonomy Regulation. An economic activity is
environmentally sustainable, ie, ‘taxonomy-aligned’, when that activity:

1. contributes substantially to one or more of the six environmental objectives
e climate change mitigation;
e climate change adaptation;
e sustainable use and protection of water and marine resources;
e transition to a circular economy;
e pollution prevention and control; and
e protection and restoration of biodiversity and ecosystems.
2. does not significantly harm any of the above six environmental objectives;

3. is carried out in compliance with minimum safeguards; and

4. complies with the technical screening criteria.

144

International Bar Association Securities and Capital Markets Committee



14. Is there a specific emphasis on climate change- Yes. The EU Taxonomy Regulation establishes for EU Member States a general framework for determining whether an economic activity
related disclosures as part of the ESG disclosure qualifies as environmentally sustainable for the purposes of establishing the degree to which an investment is environmentally sustainable. That
regime, if so, how does your jurisdiction require regulation applies to measures adopted by the EU or Member States that set out requirements for financial market participants or issuers in
entities to make specific Climate Change respect of financial products or corporate bonds that are made available as environmentally sustainable; to financial market participants that
disclosures? make available financial products; and to undertakings that are subject to the NFRD/CSRD. Economic operators or public authorities that are not

covered by the EU Taxonomy Regulation may also apply that regulation on a voluntary basis.

The EU Taxonomy Regulation disclosure regime exhaustively sets out climate-related disclosure obligations. These are based on technical
screening criteria for determining whether an economic activity contributes substantially to climate change mitigation or climate change
adaptation, which are set out in the Climate Delegated Act.

The use of technical screening criteria ensures that an investor understands to what extent the economic activity has a positive impact

on the climate objective or reduces the negative impact on the climate objective. These technical screening criteria refer to thresholds or
performance levels that the economic activity should achieve in order to qualify as contributing substantially to one of the climate objectives.
The technical screening criteria for ‘do no significant harm’ ensure that the economic activity has no significant negative environmental impact.
Consequently, these technical screening criteria specify the minimum requirements that the economic activity should meet in order to qualify as
environmentally sustainable.

Moreover, the CSRD provides that sustainable information shall include plans of the entity, including implementing actions and related financial
and investment plans, to ensure that its business model and strategy are compatible with the transition to a sustainable economy and with

the limiting of global warming to 1.5°C in line with the Paris Agreement under the United Nations Framework Convention on Climate Change
adopted on 12 December 2015 (the ‘Paris Agreement’) and with the objective of achieving climate neutrality by 2050 as established in
Regulation (EU) 2021/1119 of the European Parliament and of the Council (the ‘European Climate Law’), and, where relevant, the exposure of
the undertaking to coal-, oil- and gas-related activities.

15. Are the ESG disclosures standardised in your See above about the exhaustive disclosure regime introduced by the CSRD and the EU Taxonomy Regulation (question 13).
jurisdiction or do companies have latitude in terms
of the extent and manner of disclosures that they
make?

16. Is there clear guidance and a definition of Reference should be made to the concepts defined in the EU Taxonomy Regulation and the delegated acts together with the CSRD and related
what applicable law envisages in terms of ESG ESRS. There is otherwise no definition of scope of the term ESG under Luxembourg law.
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in
Environmental, Social, and Governance?

17. How are cross impacts between ESG goals measured | The EU Taxonomy Regulation considers cross impacts.
or taken into .accou.nt as part o.f appllcablo:e I.aw? To qualify as environmentally sustainable under the EU Taxonomy Regulation, an economic activity must also be compliant with certain
For example, is an investment in a coal mining L ) ) : ) . . -

S L minimum safeguards. These are defined as procedures implemented by an undertaking that is carrying out an economic activity to ensure

company ESG compliant if the coal mining company : . - o . L o . . . .

has effective gender diversity policies? Or are allgnment W|th'the OECD Ggldellnes for Multinational Enterprlses gnd the UN Guiding Prlnqples on Business gnd Human Rights, .|ncllud|ng the

these goals taken into account as a whole when principles and rllgth set out |r7 the eight fundamental convehtlons fdentn‘led in th‘e Declaration of the International Labour Organization on

. . Fundamental Principles and Rights at Work and the International Bill of Human Rights.

measuring ESG compliance?
When implementing these procedures, undertakings must adhere to the principle of ‘do no significant harm’. EU regulators introduced that
principle to prevent investment processes that focus on a particular environmental or social objective without sufficient consideration for other
such objectives.
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18.

In your view, has ESG disclosure regulation in your
jurisdiction aided investor value creation, or has it
created a greater compliance burden for companies
without creating investor value? Or does the
answer lie somewhere in the middle?

The answer undoubtedly lies in the middle.

On the one hand, the compliance burden for companies resulting from the complex and demanding disclosure framework described above is
very significant when also considering the extreme granularity of the requirements resulting from the EU Taxonomy Regulation’s delegated acts
together with the CSRD and related ESRS. Implementation timelines are also challenging because harmonised and reliable data may not be
available yet.

Nevertheless, all actors in the Luxembourg financial market strongly support sustainable finance initiatives as a means of creating investor value.

Reference can be made to government-sponsored initiatives, such as the Luxembourg Sustainable Finance Initiative (LSFI), a not-for-profit
association that designs and implements the Sustainable Finance Strategy for the Luxembourg financial centre. The idea of creating an
association to promote sustainable finance in Luxembourg dates back to 2018, when the Luxembourg Government published, in collaboration
with the UN Environment Programme, the Luxembourg Sustainable Finance Roadmap. One of the main recommendations of the Roadmap was
to create a sustainable finance initiative. In April 2024, the Ministry of Finance announced a ten-point action plan for sustainable finance which
will guide the efforts over the next five years to further develop Luxembourg’s sustainable financial ecosystem.

In addition, the Luxembourg Green Exchange was the world’s first green-dedicated exchange. In 2016, the Luxembourg Stock Exchange
launched a platform dedicated to green financial instruments — the Luxembourg Green Exchange (LGX) — which is the largest platform of its
kind worldwide, where issuers and investors can come together to fulfil their green objectives.

On 6 October 2023, the European Securities and Markets Authority (ESMA) published an analysis of the European sustainable debt market,
analysing the existence of an ESG pricing effect, so called ,Greenium’, across different types of sustainable-labelled debt instruments. ESMA
notes that the existing research suggests, without being conclusive, that sustainable-labelled debt issuers may benefit from the Greenium,
meaning that investors would accept lower yields in exchange for the sustainability profile of the bond or the issuer.

19.

Would your clients like to see a greater, more
transparent, clear and effective ESG disclosure
regime than the one that exists presently?

The CSRD together with the ESRS and the EU Taxonomy Regulation created an exhaustive standardised framework for ESG disclosures.
However, its great technicality and complexity make it difficult to understand and apply, which is regrettable. The work will have to be directed
to accompanying the companies in the implementation of this new framework.

In addition, interoperability, harmonisation and standardisation of ESG standards beyond the EU will be key to ensure fair and sustainable global
financial markets.

20.

Are there any specific mandatory ESG disclosure
requirements, including rules aimed at preventing
greenwashing, in connection with securities issues
imposed by law or regulators (ie, other than regular
disclosures in connection with financial reports and/
or sustainability or similar reports)?

The Listing Act, which amends inter alia the Prospectus Regulation, sets out disclosures with respect to sustainability matters considering
whether the issuer of equity securities is subject to the CSRD disclosures and whether non-equity securities are advertised as taking into account
ESG factors or pursuing ESG objectives. It shall enter into force around the summer of 2024 and apply directly in the Member States within

the following 18 months. During the period before the Listing Act applies, on 11 July 2023, ESMA made a public statement on ‘Sustainability
Disclosures in prospectuses’ regarding the sustainability-related disclosure that should be included in prospectuses under the current legislation.
While the statement is addressed to NCAs, ESMA noted that its contents should be taken into account by issuers and advisers when drawing up
prospectuses, including sustainability-related disclosure. In this respect the regulator expects that the following sustainability related disclosures
are made:

* in equity and non-equity prospectuses: material sustainability-related disclosures in accordance with Article 6(1) of the PR;

* in equity prospectuses: sustainability-related disclosures published in the issuer’s non-financial reporting in accordance with the NFRD or CSRD
when it is considered material in the context of Article 6(1) of the PR; and

® in non-equity prospectuses related to non-equity securities advertised as taking into account a specific ESG component or pursuing ESG
objectives, such as ‘use of proceeds’ bonds and ‘sustainability-linked’ bonds: information enabling investors to assess sustainability ambition
or performance together with information of any post-issuance information.
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21.

Have you seen any development with regard to
ESG disclosures in connection with securities issues
or the regulatory authority’s approach towards
such disclosures, in particular with regard to
greenwashing issues?

On 31 May 2023, the European Supervisory Agencies (ESAs) published their respective progress reports on greenwashing risks in the financial
sector. In its report, ESMA noted, with respect to issuers, that areas such as forward-looking information and pledges about future ESG
performance are particularly exposed to greenwashing risks. ESMA stated that issuers have a responsibility to communicate in a balanced
manner about their sustainability commitments and performance through fair, clear and not misleading claims.

In this context, on 25 October 2023, ESMA, together with the European national accounting enforcers, including the CSSF, identified European
common enforcement priorities for the 2023 annual reports.

In both financial and non-financial statements, the enforcement priorities are:
e disclosures under Article 8 of the Taxonomy Regulation;

e disclosures of climate-related targets, actions and progress; and

e Scope 3 emissions.

Accordingly, on 8 January 2024, the CSSF published a communication outlining its enforcement priorities for the 2023 annual reports published
by issuers subject to its supervision according to the Transparency Law.

22.

Are you aware of any claims brought, eg, by
investors or regulatory authorities, due to
incorrect/incomplete/misleading ESG disclosures in
connection with securities issues in your jurisdiction
(eg, in relation to greenwashing)?

On 11 March 2024, Greenpeace Luxembourg filed a complaint with the OECD National Contact Point (NCP) against the sovereign pension fund
Fonds de Compensation de la Sécurité sociale SICAV FIS (FDC SICAV). The complaint alleges that the fund’s investment strategies are not in line
with the OECD Guidelines for Multinational Enterprises. Greenpeace Luxembourg demands that the fund:

e set up a sustainable investment strategy in line with the standards for responsible business conduct in the Guidelines, including risk-based
human rights and environmental due diligence and clear commitment to the Paris Agreement;

e carry out human rights and environmental due diligence on its investments; and

e establish a grievance mechanism in line with the United Nations Guiding Principles on Business and Human Rights (UNGPs) allowing
stakeholders to report sustainability-related issues.

On 22 March 2024, the CSSF announced its supervisory priorities in the area of sustainable finance concerning inter alia investment asset
managers (IAMs). Regarding IAMs, the CSSF will notably assess and verify that sustainability-related disclosures made by IAMs are consistent
across the fund documentation and marketing material. In case of breaches of the applicable framework, enforcement actions may be launched
by the regulator.

Furthermore, with respect to greenwashing, it is worth mentioning the recent Directive 2024/825 as regards empowering consumers for the
green transition through better protection against unfair practices and through better information, amending the Consumer Rights Directive
and the Unfair Commercial Practices Directive. In particular, pursuant to this directive, greenwashing through making an unsubstantiated
environmental claim unverified by an independent third party shall be considered as a prohibited unfair commercial practice subject to
enforcement. The directive must be transposed into national law within 24 months after its entry into force.

Moreover, in March 2023, the European Commission proposed the Green Claims Directive (GCD), which aims to tackle greenwashing. The
proposal is currently being negotiated between EU legislators. The GCD seeks to protect consumers against greenwashing by setting clear
standards on how companies can substantiate, communicate and verify their green claims. Member States will be required to establish systems
or entities to verify claims and ensure that businesses comply with the GCD. Any breach of the provisions of the GCD shall be subject to fines.
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23. If there is a regular ESG disclosure requirement According to the CSRD Bill, statutory auditors, on the basis of a limited assurance engagement, will issue an opinion on:
for companies in your jurisdiction, such as a . . L . . ) . . . )

. P .. y ) e the compliance of the (consolidated) sustainability information with CSRD requirements, including the compliance with the ESRS;
sustainability report, what are the mandatory
external certification/assurance requirements in e the process implemented by the entity or the group to which such entity belongs to determine the information to be disclosed in accordance
connection with such a sustainability report or in with the ESRS;
connection with any other ESG disclosures that ) o .

. . e the requirement to mark up sustainability information; and

are required to be made (or have been voluntarily
disclosed) in your jurisdiction as part of the ¢ publication requirements.
company’s annual reporting obligations? Which ) ) . ) )

. According to the CSRD Bill, the limited assurance can only be performed by a statutory auditor, as Luxembourg has not exercised the
party can perform the assurance or give such : ) S i A o )
certification? option provided by the CSRD of allowing independent service providers to perform the limited assurance engagement on (consolidated)

’ sustainability information.

24. What kind of developments have you seen in According to the CSRD, the management report of the in-scope entities will contain a description of the role of the administrative, management
relation to board oversight and governance of and supervisory bodies with regard to sustainability matters, and of their expertise and skills in relation to fulfilling that role or the access such
ESG matters? bodies have to such expertise and skills.

The ESRS specify the information that undertakings are to disclose about the following governance factors:

e the role of the undertaking’s administrative, management and supervisory bodies with regard to sustainability matters, and their composition
as well as their expertise and skills in relation to fulfilling that role or the access such bodies have to such expertise and skills;

¢ the main features of the undertaking’s internal control and risk management systems, in relation to the sustainability reporting and decision-
making process;

e business ethics and corporate culture, including anti-corruption and anti-bribery, the protection of whistleblowers and animal welfare;

e activities and commitments of the undertaking related to exerting its political influence, including its lobbying activities; and

¢ the management and quality of relationships with customers, suppliers and communities affected by the activities of the undertaking,
including payment practices, especially with regard to late payment to small and medium-sized undertakings.

Moreover, entities whose transferable securities are admitted to trading on an EU-regulated market shall include a corporate governance

statement in their management report in the form of a specific section on, inter alia, diversity policy applied in relation to the undertaking’s

administrative, management and supervisory bodies with regard to gender and other aspects such as age, disabilities or educational and

professional background, the objectives of that diversity policy, how it has been implemented and the results in the reporting period. If no such

policy is applied, the statement shall contain an explanation as to why that is the case.
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25. How are the following standards affecting the See above with respect to the nature and extent of ESG disclosures required in Luxembourg in accordance with the CSRD together with the
companies in your jurisdiction or how do you see ESRS (question 13). It is to be noted that the ESRS are highly aligned with ISSB standards.
your clients planning for them in the future:
¢ the sustainability disclosure standards published

by the International Sustainability Standards
Board (ISSB) in June;

o the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));

e the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and

¢ the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.

26. In your view, do the companies subject to disclosure | The scope of application of the CSRD will progressively expand the number of companies concerned by sustainability reporting, according to
requirements have the necessary capability and the European Commission, from around 11,700 companies covered by the NFRD to around 50,000 to be covered by the CSRD. Moreover, the
resources to make the required disclosures? scope of the reporting obligations themselves has been broadened. For many companies the scale of efforts required to comply with the CSRD

will be significant. In particular, the sustainability reporting shall not only contain information about the company’s own operations, but also its
value chain, requiring considerable efforts in data collection, including data which currently may not be available.

27. Is it mandatory for companies to set climate-related | Yes, it is. According to the CSRD, the management report of the in-scope entities shall contain:
targets? L ) s L . .

9 e a description of the time-bound targets related to sustainability matters set by the undertaking, including, where appropriate, absolute
greenhouse gas emission reduction targets at least for 2030 and 2050;
e a description of the progress the undertaking has made towards achieving those targets; and
e astatement of whether the undertaking’s targets related to environmental factors are based on conclusive scientific evidence.

28. If not mandatory, is a voluntary commitment See above for mandatory commitments (question 27).
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/

[sciencebasedtargets.org]) popular amongst the

companies in your jurisdiction?
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29.

What are the future trends that you envisage in
terms of ESG disclosures in your jurisdiction?

ESG disclosures are still developing in Luxembourg and in the EU, in general. The focus is expected to be on the implementation of the existing
framework, but also on simplifying the rules and making them proportionate for the purpose.

An important future trend is the work at EU level on a social taxonomy meant to determine which businesses and thus, which investments
could be considered social. In theory, this is meant to help to direct money into social sectors and activities.

Finally, also worth mentioning is the directive on corporate sustainability due diligence which is still awaiting the final approval of the EU
Council. The directive aims at fostering sustainable and responsible corporate behaviour throughout global value chains through an EU standard
on corporate due diligence. Companies will be required to identify and, where necessary, prevent, end or mitigate the adverse impacts of their
activities on human rights, such as child labour and exploitation of workers, and on the environment, for example pollution and biodiversity loss.

30.

Please provide your name, firm name, and a brief
biography (optional) about yourself.

Katrien Verannemen, Caroline Bocklandt and Karolina Szpinda, Elvinger Hoss Prussen.
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Greece

Greece

Which jurisdiction are you covering?

Greece

Are ESG disclosures required to be mandatorily
made in your jurisdiction by market participants?

Yes, for certain entities based on Law 4403/2016 (transposed Directive 2014/95/EU) and based on Law 4548/2018 (re societes anonymes or SAs).

If ESG disclosures are required, is there a distinction
between the type and nature of the entity that is
required to make ESG disclosures?

Yes, mandatory ESG disclosure applies currently only to large and listed companies.

If there is a distinction, are any of these types of
entities not required to make ESG disclosures or
only limited disclosures are required depending on
whether they are, for example, private or public
unlisted companies? Are there any thresholds

that need to be met before mandatory disclosure
requirements are triggered?

Mandatory disclosure applies only to large and listed companies. Large includes companies of public interest which employ more than 500 employees.

What are the circumstances in which such ESG
disclosures are triggered? That is to ask, are ESG
disclosures triggered in case of certain transactions
only, or are ESG disclosures required to be made on
a continuous annual reporting basis or both?

Mainly the second, as part of the annual obligation of SAs to publish their financial data (Articles 151 and 150, para 2 of Law 4548/2018).

In the case of mandatory disclosures, are disclosures
required in the form of separate ESG reports?

Mainly as an annex in the annual reporting of financial data, but also separately.

What is the location of the ESG disclosure (eg, SEC
filings, sustainability reports, company website)?

ATHEX filings, company website, sustainability reports, annual financial reporting filings to GEMH (companies registry).

In the case that there is no mandatory disclosure
requirement, do you nevertheless find that
corporates are voluntarily making ESG disclosures in
your jurisdiction as a result of investor expectations?

Yes. Moreover, even for smaller SAs their annual reporting may include ESG criteria (ie, non-financial data) that allows a better understanding of
the company.
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What is the name of the regulator in your
jurisdiction that monitors ESG disclosure compliance
and what are the penalties for non-compliance with
mandatory ESG disclosures, if applicable? Are there
any grace periods?

For listed companies the Capital Markets Committee; for the rest mainly GEMH.

10.

What are the penalties for false or misleading
ESG disclosures? Will your answer change
depending on whether the ESG disclosure was
mandatory or voluntary?

For mandatory, the penalties for non-reporting of financial data apply. For non-mandatory, penalties depend on the targeted audience of the
false statements.

1.

Is there a tiered disclosure system in your
jurisdiction and are there any further ESG disclosure
requirements expected in your jurisdiction in the
near future?

A taxonomy disclosure system will apply based also on the CSR Directive that is expected to be transposed in Greece by end of 2022, to apply
to large enterprises and to listed enterprises, and which shall include enforcement steps for large enterprises for financial year 2024 (published
2025) and for listed companies for financial year 2025 (published 2026).

12.

Is there a system of ESG certification or
benchmarks that need to be met to have an ‘ESG
Approved/Compliant’ status? For example, is
there a classification system for environmentally
sustainable activities based on certain basic
minimum standards that are objectively
ascertainable and transparently reportable?

There are certification systems applicable offered by certified companies.

13.

Please give a brief overview of the nature and
extent of ESG disclosures required to be made in
your jurisdiction.

Environmental topics, social engagement and workforce respect; for listed companies, the corporate governance system in place.

14.

Is there a specific emphasis on climate change-
related disclosures as part of the ESG disclosure
regime, if so, how does your jurisdiction require
entities to make specific Climate Change
disclosures?

Not generally applicable.

15.

Are the ESG disclosures standardised in your
jurisdiction or do companies have latitude in terms
of the extent and manner of disclosures that they
make?

Yes, for listed companies.

16.

Is there clear guidance and a definition of
what applicable law envisages in terms of ESG
disclosures, that is to ask, does applicable law
clearly define the scope of what is included in
Environmental, Social, and Governance?

Yes, for listed companies (which non-listed companies can also follow), as published recently for 2022 by the ATHEX.
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17.

How are cross impacts between ESG goals measured
or taken into account as part of applicable law?

For example, is an investment in a coal mining
company ESG compliant if the coal mining company
has effective gender diversity policies? Or are

these goals taken into account as a whole when
measuring ESG compliance?

In principle, as a whole.

18.

In your view, has ESG disclosure regulation in your
jurisdiction aided investor value creation, or has it
created a greater compliance burden for companies
without creating investor value? Or does the
answer lie somewhere in the middle?

For the time being, it is hard to say since generalised and mindset changes are expected with the upcoming legislative changes with the

transposition of the Corporate Sustainability Reporting Directive (CSRD). However, based on research, both investors and consumers (irrespective

of mandatory or not-mandatory measures that apply) have started to pay attention on the ESG footprint of a company. But it is still not very
clear what the parameters of ESG are.

19.

Would your clients like to see a greater, more
transparent, clear and effective ESG disclosure
regime than the one that exists presently?

In principle yes, the ESG disclosure regime is expected to change with the transposition of the CSRD.

20.

Are there any specific mandatory ESG disclosure
requirements, including rules aimed at preventing
greenwashing, in connection with securities issues
imposed by law or regulators (ie, other than regular
disclosures in connection with financial reports and/
or sustainability or similar reports)?

In principle, until now ESG-relevant reporting requirements are governed through the Non-Financial Reporting Directive (NFRD) regime.
Additional requirements might be introduced after the transposition of the CSRD, mainly for greenwashing after the transposition of the
Greenwashing Directive (2024/825).

21.

Have you seen any development with regard to
ESG disclosures in connection with securities issues
or the regulatory authority’s approach towards
such disclosures, in particular with regard to
greenwashing issues?

In principle, until now ESG-relevant reporting requirements are governed through the NFRD regime. Additional requirements might be

introduced after the transposition of the CSRD and mainly for greenwashing after the transposition of the Greenwashing Directive (2024/825).

22.

Are you aware of any claims brought, eg, by
investors or regulatory authorities, due to
incorrect/incomplete/misleading ESG disclosures in
connection with securities issues in your jurisdiction
(eg, in relation to greenwashing)?

Not to my knowledge.

23.

If there is a regular ESG disclosure requirement

for companies in your jurisdiction, such as a
sustainability report, what are the mandatory
external certification/assurance requirements in
connection with such a sustainability report or in
connection with any other ESG disclosures that

are required to be made (or have been voluntarily
disclosed) in your jurisdiction as part of the
company'’s annual reporting obligations? Which party
can perform the assurance or give such certification?

N/A
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24. What kind of developments have you seen in More developments are expected after the transposition of the CSRD.
relation to board oversight and governance of
ESG matters?
25. How are the following standards affecting the N/A
companies in your jurisdiction or how do you see
your clients planning for them in the future:
¢ the sustainability disclosure standards published
by the International Sustainability Standards
Board (ISSB) in June;
o the first set of European Sustainability Reporting
Standards (ESRS) published by the European
Commission in July (against which communities
must report under the EU Corporate Sustainability
Reporting Directive (CSRD));
¢ the final supporting additional guidance
published by the Taskforce on Nature-related
Financial Disclosures (TNFD) in September; and
¢ the final disclosure framework published by the
UK Transition Plan Taskforce (TPT) in November.
26. In your view, do the companies subject to disclosure | Yes, for the existing ones (large and listed companies); for the companies that will be part of such requirements following the CSRD, they might
requirements have the necessary capability and need to seek external support from specialised service providers.
resources to make the required disclosures?
27. Is it mandatory for companies to set climate-related | The National Climate Law, adopted in May 2022 (Law 4936/2022), sets amongst other things, targets to reduce total greenhouse gas (GHG)
targets? emissions by 55 per cent by 2030, by 80 per cent by 2040 and to reach net zero emissions by 2050.
28. If not mandatory, is a voluntary commitment N/A
to climate-related targets, such as science-
based targets (https://sciencebasedtargets.org/
[sciencebasedtargets.org]) popular amongst the
companies in your jurisdiction?
29. What are the future trends that you envisage in A lot is expected to change after the transposition of the CSRD but the latter alone will not suffice, without a change of mindset. A greater
terms of ESG disclosures in your jurisdiction? effort needs to be made towards the latter and Greece has adopted an ongoing relevant awareness effort.
30. Please provide your name, firm name, and a brief Name: Dimitris Paraskevas
biography (optional) about yourself. . )
iography (opti ) ut you Firm Name: Paraskevas Law Firm
Brief Biography
Dimitris’ career spans 38 years, €400bn, approx 100 countries including as Secretary for Privatisation of three Greek Governments in the
1990s, advisor to more than 300 leading international companies, international organisations (including UNIDO in Zambia) and governments
including the US Government. Currently serving as Vice Chair of the International Banking and Finance Law Committee of the International Bar
Association (www.dimitrisparaskevas.com).
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ESG survey regarding the disclosure regime and
capital market transactions

Questionnaire for Hungary

Hungary

1. Which jurisdiction are you covering?

Hungary

2. Are ESG disclosures required to be mandatorily
made in your jurisdiction by market participants?

Yes, under three different regimes based on EU legislation or ‘preparatory’ Hungarian law:
1. Sustainable Finance Disclosure Regulation (SFDR)

Regulation (EU) 2019/2088 of the European Parliament and of the Council of 27 November 2019 on sustainability-related disclosures in the
financial services sector

Under the scope of SFDR which is directly applicable in the EU inclusive of Hungary as of 10 March 2021, financial market participants and financial
advisers, as defined in SFDR, are obliged to comply with transparency requirements (basically online disclosure obligation and periodic reporting)
with regard to the integration of sustainability risks (primarily via due diligence) and the consideration of adverse sustainability impacts in their
investment decision processes and the provision of sustainability-related information with respect to financial products specified in the SFDR. To
ease the interpretation of the legal framework, the National Bank of Hungary, as financial supervisor issued a number guidances, eg:

e Circular from the Chair of the National Bank of Hungary on the application of the SFDR (www.mnb.hu/letoltes/129526-3-2021-sfdr-
vezetoi-korlevel.pdf);

e Guidance on FAQ (www.mnb.hu/letoltes/20220629-sfdr-tr-ga-final.pdf);

e Recommendation No 10/2022. (VIII.2.) of the National Bank on climate-related and environmental risks and the integration of environmental
s