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The Chatham House Rule helps create a trusted environment to understand and resolve complex problems.
Its guiding spirit is: share the information you receive, but do not reveal the identity of who said it.

The Rule reads as follows:

Cé When a meeting, or part thereof, is held under
the Chatham House Rule, participants are free
to use the information received, but neither the
Identity nor the affiliation of the speaker(s), nor
that of any other participant, may be revealed. gy

:““"?‘ Swiss Forum 'Business and Human Rights' 2023



The financial sector and human rights: O G

Confederazione Svizzera
Confederaziun svizra

What are the issues at stake?

Moderation

Melanie GajowskKi Christian Leitz Matthias Narr Tennessee Soudain Gabriel Webber Ziero
) o Head Corporate Head Engagement Co-Head of Regulatory Senior Legal Counsel
Economist and Ethicist Responsibility International Advisory _
Swiss Re
UBS Ethos Foundation ECOFACT

/] Swiss Forum 'Business and Human Rights' 2023




ECOFACT

The financial sector and human rights: What are the issues at

stake?
Regulatory overview

October 2023

ECOFACT AG T +41 58 520 20 00
Werdstrasse 21, TX Group Building E info@ecofact.com
8021 Zurich / Switzerland w ecofact.com



mailto:info@ecofact.com

ECO:FACT

Agenda Speaker

@ Welcome and introduction Tennessee Soudain

é Key regulatory approaches to protecting human rights and the environment Feii‘isizz”s'ztg :g)\gcsgfga.com
Q Overview of global regulatory developments: due diligence regulations ZgiustsTZigeigeleS

Q Updated OECD Guidelines for Multinational Enterprises on Responsible Business Conduct

C:) EU proposed Corporate Sustainability Due Diligence Directive (CSDDD)

C:) Main due diligence requirements for financial institutions (FIs) in Switzerland

C:) Monitoring financial institutions’ policies
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Key regulatory approaches to protecting human rights and the environment

O/ \O/ \O/ \O, g
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Modern slavery Customs (import/export) Due diligence
acts requirements regulations
» Reporting requirements * No direct due diligence » Require companies to implement
requirements for companies due diligence processes
« Limited to forced labor and child
labor « If products come from specific « Reporting is one of the required
countries, customs restrictions processes
« Growing trend to require focus on the risks of forced labor
companies to disclose due diligence and child labor
processes

» If goods are retained by border
officers, companies must prove
how they manage forced/child
labor risks
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Overview of global regulatory developments conceming due diligence regulations

Canada: Fighting Against Forced
Labour and Child Labour in ' *'

EU: Corporate Sustainability
Due Diligence Directive
(CSDDD)

UK: Modern Slavery Act

4 2
K15

Supply Chains Act

Canada: Corporate

Responsibility to Protect ‘ *'
Human Rights

Bills C-262 and C-263

USA: Trade Facilitation and ~ gg=

Trade Enforcement Act =

Mexico: General Law of
Corporate Responsibility and ‘~'
Corporate Due Diligence

Mexico: Forced Labor - )
Regulation

Implemented .

Initiative

L2 = -
Belgium: Law on Duty of

Vigilance and Responsibility ‘ . ]
in Supply Chains :*i
&

= b,

Luxembourg: Initiative fora =
Duty of Vigilance -

-France: Duty of Vigilaﬁéépﬁ-; o
~Parent and Subcontracting: - ‘ '
Companies

Spain: Draft Bill on Due
iy Diligence in Transnational
7 Business Activities
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Norway: Transparency Act  § > |

, o

Denmark: Proposal for a Eiaaan =

parliamentary resolution on  4m
due diligence in the field of Y#
human rights

Netherlands: Child Labour Due | /
Diligence Law and Mandatory | |
Due Diligence Law -l o>

Germany: Corporate Due a L ’J
Diligence in Supply Chains Act e 7

~ Austria: Proposed Supply -

Chain Act had T %

7| switzerland: Parliament’s ';:'»f"'__ -

Counterproposal to the
Responsible Business Initiative

Japan: Guidelines for
Respecting Human Rights in @
Responsible Supply Chains

Australia: Modern Slavery Act @

~

New Zealand: Modern a
Slavery Act

South Korea: Bill on Human

Rights and Environmental o’

“Protection for Sustainable s
- ‘BUsiness Management

¢ ‘.’,."f
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Updated OECD Guidelines for Multinational Enterprises on Responsible Business Conduct

4

Climate change
Enterprises to align with
internationally agreed goals
on climate change and
biodiversity.

Protection for at-risk
persons

Better protection for at-risk
persons and groups,
including those who raise
concerns regarding the
conduct of businesses.

Technology
Introduction of due
diligence expectations on
technology, including
gathering and using data.

LIF]

Updated disclosure

recommendations
Updated recommendations
on disclosing information
about a company’s
responsible business
conduct.
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Use of products and
services
How enterprises are
expected to conduct due
diligence on impacts and
business relationships

related to the use of their
products and services.

G

National Contact
Points

Strengthened procedures
to ensure National Contact
Points more effectively
handle grievances related
to business conduct.

New definition of “business relationship”

The scope of “business relationship” in the
OECD Guidelines for MNEs has been
expanded and now includes “investee
companies.”

Holding a company’s securities, including a
minority shareholding, constitutes a business
relationship between the investor and the
investee.
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What are the challenges of induding value chains in due diligence processes for finandal institutions?

Second tier supplier First tier supplier Companies Wholesale Retailer Customers

B Boogn B A1)

Upstream Downstream

o The main environmental and human rights risks for a bank come from their
Activities

customers’ activities rather than their suppliers’ activities. Including the value
chain in the scope of due diligence leads to more extensive assessment of risk.

before any investment decision, financial institutions are expected to undertake
risk-based due diligence on the investee company.

If investees are included in a requlation’s definition of business relationship:
Investees

Regulatory overview e Swiss Forum on Business and Human Rights e October 2023



ECO:FACT

EU proposed Corporate Sustainability Due Diligence Directive (CSDDD)

Commission

Initial proposal

The EU Commission published
its proposed Directive on
Corporate Sustainability Due
Diligence (CSDDD).

February 2022

Council’s position

EU Council adopted its
position on the CSDDD.
Council agreed to a text with
fewer requirements and
narrower scope than the
Commission’s version.

December 2022
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Parliament’s position

The EU Parliament adopted
its position on the CSDDD.
Parliament agreed to a text
with more requirements
than the Commission’s
version.

June 2023

mmmmmmmmmm

Trialogue
EU institutions will negotiate and agree on a final text
of the directive.

Ongoing

Once adopted, the CSDDD will enter into force 20 days
after it is published in the Official Journal of the European
Union. Member states will have two years after this date to
transpose it into national law.

10



ECO:FACT

Alighment between “soft law” and the EU CSDDD

OECD Guidelines for MNEs on
Responsible Business Conduct

UN Guiding Principles on Business
and Human Rights

CSDDD
EU Commiission version

CSDDD
EU Parliament version

CSDDD
EU Council version

Covers
financial sector

With exemptions

With exemptions

Climate change
is part of due
diligence

Note on climate
change issued
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Development
of climate
transition plan

Development of a
separate plan to
address climate

change

Development of a
separate plan to
address climate

change

Full upstream
and downstream
value chain

Limited to
“established
business
relationships”

Only up to the
point of sale

Stakeholder
involvement

For identified risks

For identified risks

Remediation
of harm

Mentioned but not
very detailed

More detailed

Mentioned but not
very detailed

Covered
Partially covered

Not covered



ECO:FACT

Main due diligence requirements for finandal institutions (FIs) in Switzerland

Due diligience for FIs -> physical gold: Companies that import minerals or metals containing tin, tantalum, tungsten, or gold in raw
form into Switzerland or that process them in Switzerland, and companies that import products containing such minerals or metals

as components must comply with due-diligence obligations.

Checks recommended: To avoid any risk in buying gold from another Swiss bank, FIs should verify the refiner of the gold and not
automatically assume the importing bank conducted adequate due diligence. In this circumstance, to be safe, confirm the origin of
the gold by (1) checking if the gold is on the LBMA Good Delivery List or (2) asking the seller for due-diligence documentation.

Implementation guidance: The OECD has published a few guides on metals and minerals due diligence processes:
. (1)OECD Due Diligence Guidance for Responsible Supply Chains of Minerals from Conflict and High-Risk Areas

C pslﬁ (2)Handbook on Environmental Due Diligence in Mineral Supply Chains
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Monitoring finandial institutions’ policies

Recognition and mention  Standard due diligence  Enhanced due diligence Considerations for human Tracking performance of Access to remedy / Access to grievance Recognition of artificial Due diligence
of salient human rights processes processes rights defenders (HRDs), mitigation measures remediation mechanisms intelligence (AI) and considerations for AI and
issues including Indigenous surveillance technology  surveillance technology
Peoples human rights risks

M Yes [ Partially ™ No No policy
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Disclaimer

The information provided in this document whilst designed to provide meaningful guidance as to how to design programs and practices relating to the requirements of a specific regulation, shall not replace the Client’s
own judgment or experience or legal advice. Materials prepared by ECOFACT AG are based on publicly available information.

Accordingly, ECOFACT makes no representation or warranty of any kind to the Client, either express or implied, with respect to the Service or the information provided, including, without limitation, representations and
warranties relating to originality, completeness, availability, merchantability, fitness for all the Client’s purposes or warranties related to possible violations of intellectual property rights of third parties.

Facts and views presented in this material may not reflect information known to professionals in other business areas of ECOFACT AG. To the extent this document discusses any legal proceeding or issues, it has not
been prepared as, nor is it intended to express, any legal conclusion, opinion or advice. No responsibility for loss or damage occasioned to any person acting, or refraining from action, as a result of the material on this
document can be accepted by ECOFACT AG.

The responsibility for the interpretation and use of this document lies with the Client and in no event will ECOFACT AG nor any of its employees past, present or future assume liability for any foreseeable or
unforeseeable use made thereof, except in the case of gross negligence and wilful misconduct. Liability shall be excluded in particular (but without limitation) for any loss, cost, liability or damage suffered by the Client in
connection with unintentional inaccuracy, incompleteness or unavailability of information provided via this document or the Client not being able to adapt the materials provided adequately for its purposes, with claims
brought against the Client by third parties relating to the use of this document by the Client. Consequently, such use is at the Client’s own risk on the basis that any use by the Client constitutes agreement to the terms of
this disclaimer.

The Client shall use the information contained in this document exclusively for his or her own internal business purposes and shall treat such information as strictly confidential. The Client shall not be allowed to publish or
otherwise share any information contained on this document with third parties. This document is for the use of ECOFACT AG clients and the material on it may not be sold, reproduced, distributed, transmitted or
disclosed, in whole or in part, in any form or manner, without the express written consent of ECOFACT AG. This document is not publicly available. Any unauthorized use or disclosure is prohibited. Use of this document
constitutes the Client’s agreement not to sell, reproduce, redistribute, retransmit, or disclose to others the contents, opinions, conclusions, or information contained on this document without first obtaining express
permission from ECOFACT AG.

This document, its content, the underlying concepts and the applications are protected by copyright. ECOFACT AG retains the copyright and any other intellectual property rights relating to this document, related outputs
(e.g. infographics, rule maps, etc.), and their content, the underlying concepts and the applications.

The Client acknowledges that ECOFACT AG makes this document available via the Internet (i.e. ECOFACT AG website), that the use of the Internet brings with it technical risks and risks of misuse by third parties, and
that the Client uses the website at his or her own risk. This document contains links to third-party websites. ECOFACT AG does not endorse or accept responsibility for the content or availability of any website referred,
or linked to, in this document. Content contained on such third-party websites is not part of this document and is not incorporated by reference into this document. The inclusion of a link on this document does not imply
the endorsement by or any affiliation with ECOFACT AG. Access to any third-party website is at the Client’s own risk, and the Client should always review the terms and privacy policies on third-party websites before
submitting any personal information to them. ECOFACT AG is not responsible for such terms and privacy policies and expressly disclaims any liability for them.

Should a legal relationship result between the Client and ECOFACT AG from using this document this will be subject to Swiss law, with the exclusion of the Vienna Convention on the International Sale of Goods dated
April 11, 1980. All disputes arising out of or in connection with the use of this website shall be resolved exclusively by the courts of the city of Zurich, Switzerland, venue being Zurich 1.

© ECOFACT AG 2023
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