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“DDTrO, LkSG, CSDDD —what the heck?

How to deal with national & international supply chain due diligence regulations”
OR
“Leverage Supply Chain DD to gain competitive advantage”

Adrian Peyer | Co-Head ESG Practice | Partner | MME September 18, 2024
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Agenda

1. Setting the stage: EU Green Deal
2. CO/DDTrO & CSRD & CSDD & EUDR
3. Outlook
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European Green Deal (2019)

Purpose

* New growth strategy to transform the EU into a:
« fair and prosperous society with a
 modern, resource-efficient and competitive economy,
« with zero net greenhouse gas emissions in 2050 and
« decoupling economic growth from resource use

* [t takes 25 years to transform an industrial sector and the entire value chains.

 To achieve this by 2050, decisions and measures must be taken in the next five years.



European Green Deal
Many Regulations

Circulaw  EUROPEANGREENDEAL &

Gk on the e ok to view the law

MME

WASTE PRODUCTS & CONSUMER GOODS REPORTING
MATERIALS

Common Charger

Meer over Nedestandse implementatie

L
End-of-Life Vehicles -

Directive

T L2
-_— - s ., - L, . E=
S suvace S L ] =
o ., T mm T =
B e = Hm — i = = ey
e e e .. % =m
o =
- -_— . - | ==
-_— = o = - gmm =2
- g | - - e
Ll el
I - == ==
== . = - = =
e .
= o T
i o [== | ==
- T
e = I =
= = mm o =
= == - =
—— . = =
== = ==
- -
=

CLIMATE NEUTRAL BY 2050

Meer over Noderlandse implementatie

| ‘

Directive on Cross-
L L Border Enforcement of
Traffic Rules

o, 2023/0052(COD)

Meer aver Nederlandse implementatie

Ecodesign Regulation

no. COM/2022/142

Meer over Nederiandse implementatie

Single Use Plastics

L _
Directive on Driving
Disqualifications
0. 2023/0055(COD)
* [
- -
Right to Repair
Directive
0. COM/2023/155
[
]
Directive Directive on
Registration
Documents for
® L Vehicles
o, WPN/37/EC
Moer oves Hederandse implementatie o
Mesr oserNsderisndsa implemertatis
_ A A

S European green deal.pdf (circulaw.nl)



https://www.circulaw.nl/European_green_deal.pdf
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,1he Future of European Competitiveness”
,Draghi-Report” published September 9, 2024

Top three regulatory difficulties encountered by companies:

« Complying with the accumulation of EU legislation and its frequent changes over time,
translating into regulatory overlap and inconsistencies.

« The extra burden added by national transposition and enforcement, including Member
States ‘gold-plating’ EU legislation, as well as diverging implementing requirements and
standards in different Member States.

» The proportionally higher regulatory burden faced by SMEs and small mid-caps compared to
larger companies

Recommendations:

« Minimise the cost of Member State transposition and enhance enforcement of Single Market
legislation

« Uphold proportionality for SMEs



North America - Europe
DD-related regulatory initiatives

Canadian Supply Chain Act*

Toxic Substances
Control Act (TSCA)

US Dodd Frank Act

California Transparency
in Supply Chains Act

North America

Uyghur Forced Labor
Prevention Act (UFLPA)

Mexican Administrative Regulation
related to Forced Labor

*Not yet in force

Source: IntegrityNext

Swiss Supply
Chain Act

MME

EU Taxonomy
German Supply  Regulation
Chain Act

EU Conflict Minerals
Regulation

French Duty of
Vigilance

Child Labor Due Diligence

Act, Netherlands Carbon Border Adjustment

Mechanism (CBAM)

Norwegian Supply Chain
Transparency Act

E Green Claims

u rope Directive*
Corporate Sustainability Due
Diligence Directive (CSDDD)*

UK Modern

Slavery Act EU Regulation on Defor-

estation-Free Products
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Switzerland: Regulatory Landscape

Non-financial Reporting Conflict Minerals Child Labour Greenwashing FINMA / SNB

(Gold, Tin,Tungsten,
Tantalum)

Strategic supervisory goals

FINMA Supervisory Note
05/2021 (Greenwashing),
03/2022 and 01/2023 (Climate
risk); FINMA Circular 2016/01-
02

Ordinance on mandatory DDTrO New proposal Art. 3 Abs. 1 Self-regulation
climate disclosures for large lit.x UWG (obligation to (SBVg; AMAS)
companies egulation on due diligence an ency regarding minerals substantiate green claims)

(«TCFD») and metals from conflict areas and child labor
Supply chain policy, traceability, escalation procedures, ris
management, reporting.

Tightening proposed by Tightning expected (similar CSDDD)
Federal Council (similar EU)

Supply Chain DD Law (LkSG) (GER 2023);
EU Corporate Sustainability Loi de vigilance (France 2017)
Reporting Directive (CSRD) Corporate Sustainability Due Diligence Directive (CSDDD);
EU Deforestation Regulation (EUDR);
EU directive on ban on goods made using forced labour;

EU Green Claims Directive Sustainable Finance
Disclosure Regulation (SFDR)

UNGP on Business & Human Rights/ OECD
Multinational Enterprises on Re '
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Switzerland: Code of Obligations 964j & DDTrO

Child Labour Conflicts Minerals

Due diligence & reporting requirements

1.

2.
3.

Companies shall operate a (supply chain) management system regarding conflict minerals and child labour which specifies: Supply
chain policy; a system to trace back the supply chain

Risk assessment about adverse impact along the (upstream) supply chain, risk management plan and measures to minimize risks
Annual reporting on compliance with due diligence obligations =» annual re-evaluation

Formal requirements

Audit of compliance with due diligence obligations: external audit mandatory for conflict minerals but not for child labour
No requirement for separate reporting on child labour / conflict minerals — can be included in existing reporting / annual report

Alternative to the implementation of the Swiss regulation: Alternative to the implementation of the Swiss regulation:

Application of international standards in their entirety Application of international standards in their entirety

* ILO Conventions No. 138 and 182 and the ILO-IOE Child « OECD Due Diligence Guidance on Promoting Responsible
Labour Guidance Tool for Business of 15 December 2015, and Supply Chains for Minerals from Conflict and High-Risk Areas or

«  OECD Due Diligence Guidance for Responsible Business  Regulation (EU) 2017/821 on conflict minerals

Conduct of 30 May 2018 or
UN Guiding Principles on Business and Human Rights



https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---ipec/documents/instructionalmaterial/wcms_ipec_pub_27555.pdf
https://www.ilo.org/wcmsp5/groups/public/---ed_norm/---ipec/documents/instructionalmaterial/wcms_ipec_pub_27555.pdf
https://www.oecd.org/investment/due-diligence-guidance-for-responsible-business-conduct.htm
https://www.oecd.org/investment/due-diligence-guidance-for-responsible-business-conduct.htm
https://www.ohchr.org/documents/publications/guidingprinciplesbusinesshr_en.pdf
https://www.oecd.org/publications/oecd-due-diligence-guidance-for-responsible-supply-chains-of-minerals-from-conflict-affected-and-high-risk-areas-9789264252479-en.htm
https://www.oecd.org/publications/oecd-due-diligence-guidance-for-responsible-supply-chains-of-minerals-from-conflict-affected-and-high-risk-areas-9789264252479-en.htm
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX%3A32017R0821
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Corporate Sustainablility Reporting Directive (CSRD)
Applicability and phased approach

« Companies with listed securities on an EU-regulated market
(excluding micro-undertakings that do not meet two of the following three size criteria for two consecutive balance sheet dates:
1) €450,000 in total assets; 2) €900,000 in net turnover; 3) Average of 10 employees)

« EU-based large undertakings, regardless of listed status.
A large undertaking has two of the three following characteristics on two consecutive balance sheet dates:
* Anannual net turnover exceeding €50 million
« Abalance sheet (assets) exceeding €25 million
» Atleast 250 employees on average throughout the year

» The EU-based parent of a group of entities that meet the large undertaking criteria as a whole

« Parent companies from a third country (including the Switzerland) that in consolidation generate more than €150 million in
net turnover in the EU and meet any of the following criteria:

& companies In
« Owns a subsidiary that is considered a large undertaking in the EU
idi ' ' ities |i 2027 2028
« Owns a subsidiary with debt or equity securities listed on an EU-regulated exchange
for
2025 sted SMEs

« Owns a significant EU branch with net turnover exceeding €40 million @
2024

Theclock is ticking
CSRD reporting timeline
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CSRD requires companies to apply ESRS

Double Materiality Assessment (DMA) as basis of disclosure

In total, there's 1178 datapoints

202

ESRS G1 i
Business Conduct

ESRS1
General principles

ESRS El
Climate change

ESRS S1
Own workforce

ESRS S2 72
Workers in value

ESRS 2 195
General
disclosures

ESRS E2
Pollution

chain

- ESRSE3 48
Impact materiality: Water & marine
resource

ESRS S3 n

Affected
communities

How my business impacts the environment and society
.
>

ESRS S4 70
Consumers & end

ESRSE4 120
Biodiversity &
ecosystem

=

Qo

My business How environmental and social factors will impact the Environment +

users

financial performance of my business Society

p
<«

ESRSES 84

Financial materiality: Resource use &

circl. economy
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Consultation on ,transparency on sustainability aspects”
Amendment to the Swiss Code of Obligations (June 26, 2024)

3 scenarios assessed:
1. Maintaining the status quo
2. Full implementation of the CSRD in Swiss law

3. Partial implementation of the CSRD:

1. restriction of the scope of application to large companies with 500 full-time employees X
as in the current law

2. waliver of mandatory compliance with the standards specified by the EU or the
possibility of using comparable standards

3. waiver of the audit of sustainability reports X
4. expansion of the group of companies authorized to audit sustainability reports J
5. Waiver of third country regulation (Drittstaatenregelung)

4. CSDDD: await study in fall 2024 as basis for further actions by the Federal Council
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Corporate Sustainability Due Diligence Directive (CSDDD)
Interplay CSRD and CSDDD

« CSDDD is part of the EU’s effort to enhance the protection of the environment and human rights
« EU member states now have until July 26th, 2026 to transpose the CSDDD into national law.

« CSDDD (lex generalis) complements other EU initiatives aimed at protecting human rights and the
environment, such as the EU Deforestation Regulation (EUDR) or the Forced Labour Regulation (Ilex specialis)

« CSDDD establishes rules for companies to identify, prevent, mitigate, and account for adverse
environmental and human rights impacts in their operations and activity chains.

« CSDDD requires meaningful stakeholder engagement
« CSRD does not require companies to act on material impacts, but to report on how they manage impacts

« CSDDD requires companies to act on impacts and provides a clear operational framework what appropriate
action looks like

« CSDDD leaves flexibility for companies to tailor their actions to address impacts.
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Corporate Sustainability Due Diligence Directive (CSDDD)
Interplay CSRD and CSDDD

» The additional requirement imposed by the CSDDD for companies already subject to the CSRD is for
companies to describe how they carry out due diligence as provided for the CSDDD.

01 02 04

Concept of Conduct a Introduction of
Integ rqted Double Assurance and
Reporting Materiality Digital access

« Will be supervised by member state authorities (a *European Network of Supervisory Authorities* will be set
up as well)
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Corporate Sustainability Due Diligence Directive (CSDDD)
Application

For companies based in the EU:

* 5,000+ employees and €1.5 billion net turnover (worldwide), comply by the end of July 2027.
+ 3,000+ employees and €900 million turnover, comply by the end of July 2028.

* 1,000+ employees and €450 million turnover, comply by the end of July 2029.

For companies outside of the EU (No Employee Threshold!):

 net turnover of more than €1.5 billion in the EU, comply by the end of July 2027.

» net turnover of more than €900 million in the EU, comply by the end of July 2028.

* net turnover of more than €450 million in the EU, comply by the end of July 2029.
Franchising or licensing business model

» Additionally, companies with a franchising or licensing business model that meet specified size thresholds will
come within the scope of the Directive.

Financial institutions: CSDDD requires the EU Commission to assess the needs for tailored due diligence
requirements to be developed for financial services and investment activities, considering existing legislative acts
that apply to regulated financial undertakings. Results of this assessment will need to be reported by May 2026.
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Corporate Sustainability Due Diligence Directive (CSDDD)
High-level Obligations

« Companies will have to conduct risk-based due diligence*, covering the following aspects:

» Policies & management systems: integrate due diligence into all relevant policies and risk management systems and
adopt a due diligence policy to ensure a risk-based due diligence;

* Risk & impact assessment: identify, assess and prioritize actual and potential adverse impacts on human rights and
the environment;

* Measures: take measures to prevent and mitigate potential impacts and minimize or end actual negative impacts;
 Remediation: provide remediation to actual adverse impacts;

« Stakeholder engagement: carry out meaningful engagement with stakeholders;

« Grievance: establish and maintain a notification mechanism and complaints procedure;

* Monitor the effectiveness of their due diligence policy and measures;

* Report: communicate publicly through an annual statement on the due diligence process. Companies that are subject to
the CSRD will already meet their reporting obligations via the CSRD (no additional reporting required).

« Furthermore, companies have to adopt and implement a transition plan for climate change to ensure compatibility of the
business model and strategy with limiting global warming to 1.5° C.

*means on the one hand the companies can prioritize their actions when they cannot address all impacts and on the other hand that they have to adopt appropriate measures
when identifying and addressing adverse impacts.

15
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Corporate Sustainability Due Diligence Directive (CSDDD)

What is covered?

 Due diligence obligations apply to the so-called “chain of activity”:
 the activities of a company’s upstream business partners related to the production of goods
or the provision of services by the company and

« the company’s downstream business partners related to the distribution, transport and
storage of product of that company where the business partners carry out those activities for
the company or on behalf of the company

 The CSDDD does not cover the disposal of the product, nor the activities of the
downstream business partners related to the services provided by that company

 For financial undertakings only the upstream but not the downstream part of their chains of
activities are covered by the CSDDD.
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EU Deforestation Regulation (EUDR)

December 30, 2024, is fast approaching (too fast?)

« Aims to combat deforestation on a global scale
« To place a relevant commodity on the EU market, or exporting from it, EUDR requires:
« Commodity to be deforestation-free.
* In compliance with relevant national laws.
« Covered by a Due Diligence Statement (DDS) (incl. geo-location).
 DDS included in the EU-wide Information System.
 [|nitial focus on coffee, cocoa, cattle, palm oil, soya, rubber and wood, as well as a large
number of derived products, such as leather goods, tires, seals, chocolate, roasted coffee, soya
oil, furniture and various paper and print products.

« The European Commission has developed the Deforestation Ogfman
Due Diligence Registry, an online tool to streamline Chancellor Scholz
the creation and submission of these statements. pushes to d?Iay
This registry will be open to all users starting December 2024 EUDR to avoid

supply chain
disruptions
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EU-Regulation: direct or indirect impact on Swiss Companies
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Be ready: Governance of DD and Reporting Documents
Recommended Documentation and Data Management

,c‘
o
s K

Ay a8 = 15

« Code of Conduct it &

i Code of Conduc
(Commitments)

& conduct

Cdata protection
o>

* Supply Chain DD Policy T e et

(Roles & Responsibilities) B — T —

— = =

DD Documents =1 1 =

(Checks performed and documented) il E
* Internal Reporting | “

. . I-confirm-to-the best-of- my knowledge and-belef that |- have -carefully carned out the-checks-
(Slgn-Off Interna”y to Mgt /BOard) :escribed-abnue-and-mat the-above -statements-are true-and comect 1
| -

T The Group has established processes to ensure compliance with Swiss legislation in redation 1o child labour
e Group is exempt from the Swiss due diligence and reporting requirements in relation io child abour.”

19

» External Reporting

(Non-Financial Reporting or separate full Report) EelXelaee et
for Suppliers

» Supplier Code of Conduct
(Expectations of Suppliers)
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,Scalable Governance”
Some concluding thoughts

» “Scalable Governance”: policies, processes, roles & responsibilities — set up once and adjust to new
requirements (e.g. today child labor DD; next broader HR DD) incl. Data management (data pool)

« Sustainability due diligence has become a legal responsibility for management and for board with penalties
(Swiss Penal Code).

* Ensuring an effective response calls for clear governance structures, cross-organizational collaboration, and
access to expertise.

* Boards may need to add members with relevant subject matter expertise or establish advisory bodies.

» Senior management should have formalized responsibilities and likewise draw on internal and external
sustainability expertise.

 Risk of “intransparency” through (too much) transparency! Report what is “material”.
» Keep an eye on “Greenwashing” risk

» Seek the opportunities: Swiss quality / supply chain reliability (regionalization) / decision-making / choices /
reputation supports retaining and gaining employees and customers: profitability & prosperity!
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MME «Walks the ESG-Talk»

MME published as first Swiss law firm a comprehensive ESG Report based on GRI Standard

« MME is a pioneer in legal, tax and
compliance advice on the topic of
sustainability.

* Not only do we advise our clients with the
highest level of professionalism, as a
company we also firmly believe in ESG
(Environmental, Social, and Governance) and
the UN Development Goals (SDG).

« MME also wants to be a role model in ESG
and “walk the talk”. We have already
achieved a lot, but we are not standing still.
We have also set ourselves ambitious goals
for the next few years.

« Everyone can contribute to sustainability

MME ||

Nachhaltigkeitsbericht 2022
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https://mme.ch/hubfs/mme-nachhaltigkeitsbericht-2022.pdf?hsCtaTracking=68fe2229-ab72-4890-b74e-fd43165fe212%7C38e69fb6-cbf0-4785-84d4-c2728035c3b5
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Adrian Peyer

Legal Partner

+41 41 726 99 66
adrian.peyer@mme.ch

Passionate about fighting to achieve a positive
Impact: in the environmental, social and governance
sectors.

Profile

Adrian Peyer is an experienced advisor in the legal,
compliance, ethics, regulation, BoD secretariat,
environmental, social and governance (ESG) as well as risk
management sectors.

With his unique background as an experienced general
counsel, BoD secretary and start-up entrepreneur in ESG,
artificial intelligence (Al) and natural language processing
(NLP), Adrian Peyer advises companies of all sizes on their
ESG journey — from strategy to pragmatic implementation
and from governance to regulatory reporting.

22
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Dr. Martin Eckert

Legal Partner

+41 44 254 99 66
martin.eckert@ mme.ch

Martin Eckert is a founding partner and the "E" of
MME: Renowned expert, climate law and ESG
pioneer advising global technology and trading
companies.

Profile

As one of MME's three founding partners, Dr. Martin Eckert
Is a generalist. He brings extensive experience advising
internationally oriented data, technology and trading
companies - including M&A. He is a renowned climate law
and Environmental, Social, and Governance

(ESG) pioneer.
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MME ESG Team

Dr. Martin Eckert Adrian Peyer Romedi Ganzoni Dr. Samuel Bussmann
Legal Partner, Co-Head Legal Partner, Co-Head Legal Partner Tax & Legal Partner
ESG general ESG general / Governance Green FinTech Tax Compliance

Stephan Greber Daniel Haymann Jan Blattmann
Legal Associate Legal Counsel Tax Consultant
ESG general ESG general Tax Transparency

24
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Office Zurich

MME Legal | Tax | Compliance
Zollstrasse 62

P.O. Box

CH-8031 Zurich

T +41 44 254 99 66
F +41 44 254 99 60

Office Zug

MME Legal | Tax | Compliance
Gubelstrasse 22

P.O. Box

CH-6302 Zug

T +4141 726 99 66
F +41 41 726 99 60

office@mme.ch
www.mme.ch
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