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Introduction

With the ever-increasing focus by stakeholders and governments on Environmental, Social and Governance
("ESG") issues, and the ever-changing realities in this scope, Directors and CEOs must be vigilant of how
their duties are continuously evolving.

We have taken the four of the most topical aspects of ESG duties and responsibilities for Directors and
CEOs and we have addressed them in this handbook which covers over 30 countries across the globe.

Given the increasing regulatory, investor and media scrutiny of ESG factors, Directors and CEOs are
increasingly required to proactively consider these integral elements of the framework within which they
perform their duties. Failure to consider these factors can expose the individual(s) to potential regulatory
penalties and/or legal liabilities.




Overview

Of the 30 countries we surveyed, only six (Bulgaria, France, Luxembourg, Portugal, South Africa and the UK)
have explicit ESG rules directors must follow.

The remainder could be said to include ESG within other sets of regulations such as those imposed on listed

(or larger) companies, certain industries, a general duty of care i often health & safety i towards employees,

fair pay requirements, bans on discrimination, and an
environment.

There is a growing tendency for financial institutions and large investment funds to view companies that
emphasise ESG 1 thereby benefiting the environment and people i as more likely to achieve better business
results, and be less exposed to risks such as legal disputes.

Overall, France i followed by Portugal i has the most developed set of ESG rules, which first became

mandatory for listed companies in 2001. Luxembourg, for its part, has an Environmental Code and more
recently (July 2021), an Enterprises anasedBmegkkn Ri ght s
Economic Empowerment Act dates back to 2003.

In many markets, special classes of companies are emerging that focus on ESG issues, such as Commercial
Corporations of Collective Interest and Benefit (BIC) in Colombia, and Benefit companies in Italy. In Mexico,
private pension funds must consider ESG issues when investing.

Across the board, the growing emphasis on sustainability and social issues is expected to lead to more
stringent requirements for companies 1 often in response to pressure from social (Poland), academic
(Netherlands) and political (UK, as host of the COP26) sources.

The European Commission is in the meantime working on a Corporate Sustainability Reporting Directive

(CSRD), which if adopted would apply to larger companies and be transposed into national law by EU

member states, becoming applicable by 1 January 2023 and part of all management reports a year later.

Certain reporting obligations already apply to the fin
Disclosure Regulation (SFDR), which is stricter than the Non-Financial Disclosure Regulation (NFRD), the

latter addressing environmental and social matters among others.

Turkey, for its part, may adopt aspects of Europeds Gr
ties with the Continent.

Looking ahead, it is expected that future financial mechanisms will include carbon tax and emissions trading
schemes. France is floating procurement policies that could see suppliers and subcontractors having to meet
certain ESG standards in order to do business with large clients.

‘ ESG is at the top of every board agenda. Even

g Y in jurisdictions where relevant regulations are
f y: "'AT not yet in place, it is only a matter of time
“ N before the duty and responsibility to implement
’ A them fall on directors and CEOs.

Louise Wallace i Global Head of CMS Corporate M&A Group



Country by Country

Angola

A Alberto Galhardo Simdes
A Nuno Alves Mansilha
A Luis Borba Rodrigues

1. Do existing directors6 duties contain obligati
categorised as an ESG consideration, e.g. the environment, employee welfare?

No.Under the Angol anAompawhiesh Laowr fndéi t he cord of
corporate liability regimes, directors' duties are limited to a general duty of care. This duty entails the
obligation to act in the best interest of the company with the diligence of a careful manager and subject to the
interests of the company, its shareholders and employees. ALC provides other specific duties imposed on
directors, which are further detailed below but do not specifically relate to ESG matters.

Notwithstanding, there are a number of soft law instruments that have been published in recent years that

ons t |

corpor

cover corporate governance i ssues, such asAngohae Carta d

Corporate Governance Chartero ) an open |l etter drafted by the
private organisation comprising academic scholars and banking sector private parties, and the Guia Anotado

Angol @

de Boas Pr8ticas de GovGEorporate GoverrGoce Gand RracticeaGuideéoh)e, fp ut
out by Comi ss«o do MME)a,dot hdee ADagpo ltaani sc a(pii t al mar kets r

Both the Angolan Corporate Governance Charter and the Corporate Governance Good Practices Guide offer
a number of recommendations concerning corporate governance issues, such as transparency, board of
directorsdé remuner at i on, ardaan-financialtnformatién reportingeance st s ,
segregation of control and supervisory functions.

However, these provisions remain as mere recommendations and are therefore non-binding, even for

entities that have adhered to the Angolan Corporate Governance Charter.

2. Are there other obligations of directors that relate to ESG considerations, e.g. health and
safety, gender pay inequality, etc?

As referenced in the above comment, directors are only bound to a general duty of care, in the terms
described therein. However, the Angolan General Labour Law provides a principle of equality and non-
discrimination of women in relation to men. It further provides that women must be ensured:

access to any job, profession or work post;

equal opportunities and treatment with regard to training and professional improvement;
common professional categories and criteria for evaluation and promotion between genders;
equal pay for equal jobs; and

the right to not be directly or indirectly discriminated against on the basis of gender.

As the directors6é general care duties entail the
diligence of a careful manager and subject to the interests of the company and its shareholders and
employees, they are indirectly bound to these provisions of the Angolan General Labour Law, and it is
therefore their duty to ensure compliance with the same.

In parallel, under the Angolan General Labour Law, companies must also adopt and apply all required
safety, health and hygiene measures in the workplace, meaning that it will fall on the directors to ensure that
these measures are adequately implemented.

finan

oblig



3. What recent changes have occurred or are expected with respect to directors' responsibilities
in relation to ESG considerations?

During 2021, the financial sector has experienced recent developments with regard to governance of
financial institutions, as well as non-financial institutions that fall within the supervision scope of Banco
Naci onal dBNAAN g otl lae ( me g ukingdeaor. Withfthe te¢ert Fitlmacial Institutions
Regime and the enactment of a new Regulation on Corporate Governance and Internal Control for Financial

Il nst it utComporate QotemancdiRegulationd) , a number of | egal provi si or
establishing that financial institutions (and non-financial institutions that fall within the supervision scope of
BNA) should i mplement a corporate governance model tha

remuneration policy;

internal control policy;

compliance policy;

relatedparti esd® transactions and conflicts of interests
transparency and information reporting policy;

code of ethics; and

reporting channel.

In addition, a code of conduct, which must include general conduct and deontological principles and rules for
the prevention of criminal activity, must be in place. Directors are bound to the duties established by this
code of conduct and must therefore act accordingly.

Also, the board of directors must set up an Internal Control Committee (which should include one or more
non-executive directors, i.e. directors who are not part of the executive committee) which shall be in charge
of:

ensuring formalisation and operationalisation of an effective information disclosure system, including
preparation and disclosure of financial statements;

overseeingf or mal i sati on and operationalisation of; the 1in
reviewing all internally-disclosed financial information;

oversight of the internalauditd e par t ment 6s i ndependence and effectiyv
OVERSIGHT of the compliance department.

Furthermore, financialand non-f i nanci al institutions subject to BNAOG6s
independent director. The duties of independent directors are to control and evaluate performance of the

executive committee with regard to business strategy, organic and functional structure, disclosure of

information and relevant operations. In particular, independent directors are responsible for:

ensuring that executive directors carry out their functions in a rational, prudent and effective manner;
providing independent opinions in decision-making processes;
taking part in defining and monitoring business strategies;

analysing and discussing reports from the internal audit, compliance and risk management
departments;

overseeing management and accounting information disclosure proceedings;

providing a report on their findings to both the board of directors and, on an annual basis, to the BNA.



4, What obligations do directors have in relation to ESG disclosure and/or reporting?

There are currently no general duties for directors with regard to ESG disclosure. However, recent rules
applicable to financial and non-financial institutions (detailed in question 3) have already laid down some
rules concerning the disclosure of financial information, which may pave the way to regulation on disclosure
of non-financial information and, ultimately, ESG reporting.

Notwithstanding, CMCO6s Co rngimsGuide(seSaqueston 1) alreadyeinclGcdeso d Pr
recommendations concerning the disclosure of both sustainable management information (nature of annual
initiatives and respective implications, sustainable development index comparison and recycling measures
implemented) and of implemented social policies.

Despite not binding in nature, these CMC recommendations can certainly act as a point of reference for
companies that wish to start disclosing ESG information, providing at least some form of guidance on how to
do so.




Austria

A Peter Huber
A Sanela Firstenberg
A Simon Cook

1. Do existing directors' duties contain obligations that apply to matters that could be categorised
as an ESG consideration, e.g. the environment, employee welfare?

ESG considerations encompass a wide range of aspects such as human rights, equality and diversity,
consumer protection, animal welfare, corporate governance, climate change, etc. In Austria, ESG-related
regulations are stipulated in a number of laws on federal and on state level, for example:

Austrian Water Rights Act (Wasserrechtsgesetz)

Austrian Trade Law Act (Gewerbeordnung)

Environmental Impact Assessment Act (Umweltvertraglichkeitsprifungsgesetz)
Stock Corporation Act (Aktiengesetz)

Austrian Commercial Code (UGB)

Consumer Protection Act (Konsumentenschutzgesetz)

Austrian Working Hours Act (Arbeitszeitgesetz)

Austrian Employee Protection Act (Arbeithehmerinnenschutzgesetz).

Obligations under these laws are mainly addressed to the respective company. However, compliance with

such regulations must be ensured by the management. Moreover, under Austrian corporate law, managing

directors of a joint-stock company (Vorstand) and of a private limited company (Geschéftsflhrer) are
responsible for conduct i ng haAustriarnJoint-Sthck Compamesaat gxplisity b usi ne
requires managing directors to be guided by public interest, which includes at its core ESG considerations,

limited to simple compliance with the applicable ESG regulations.

In terms of ESG requirements, directors need to:

identify any ESG issues which need to be addressed in their company (in accordance with applicable
law and best practice considerations);

propose appropriate measures to be taken;
monitor/ensure the proper implementation of such measures.

In case of violation of the above-mentioned regulations, the competent authorities may impose administrative

fines on (each or some of) the companyés directors. | f
company (e.g. the loss or revocation of a licence or concession), the managing director may be held

personally liable towards the company.



2. Are there other obligations of directors that relate to ESG considerations, e.g. health and
safety, gender pay inequality, etc?

ESG-related employee protection regulations are stipulated in a number of laws at state level.

Obligations relating to the health and safety of employees are mainly regulated in the Austrian Employee
Protection Act (Arbeitnehmerinnenschutzgesetz). Workers are also protected by safety measures and
guidelines for dangerous work equipment.

The issue of wage inequality between genders is addressed by the Austrian Equal Treatment Act
(Gleichbehandlungsgesetz) and the general legal principle of equal treatment in accordance with Austrian
constitutional law (Gleichbehandlungsgrundsatz). In this regard, companies must generally apply equal pay
criteria for men and women. In addition, companies are prohibited from discriminating against employees or
potential employees on the basis of their ethnicity, religion, ideology, age, gender or disability.

A major step in terms of ESG considerations in the area of diversity and gender equality has been achieved
through the Austrian Equality of Women and Men on Supervisory Boards Act (Gleichstellungsgesetz von
Frauen und Mannern im Aufsichtsrat). It applies to listed public limited companies and other large companies
and stipulates that newly constituted supervisory boards must consist of at least 30% women and at least
30% men.

Directors are responsible for complying with and observing the respective provisions and taking appropriate
measures to ensure compliance at all lower levels of the organisation. Compliance with these provisions can
be enforced by imposing administrative fines on some/all directors of a company.

3. What recent changes have occurred or are expected wi
in relation to ESG considerations?

The EU Taxonomy Regulation was recently introduced. This provides for new disclosure obligations as from
1 January 2022. The Regulation will be directly applicable to Austrian companies and their directors.

4, What obligations do directors have in relation to ESG disclosure and/or reporting?

In Austria, various laws require the disclosure of ESG information; some of these disclosure provisions are
directly contained in the ESG-related laws mentioned above. For example, according to the Austrian
Commercial Code (UGB), large capital market-oriented companies, credit institutions and insurance
companies in the EU have been required to report on non-financial aspects since 2017. Such companies
and institutions must disclose 1 in their management report or a separate sustainability report i how they
meet social requirements in terms of environmental protection, employee protection, respect of human rights,
anti-corruption, etc.

Until now, however, the relevant reporting has in practice shown certain shortcomings: some reported
information is not relevant, it is often unreliable and is only comparable in the rarest cases. Also, only a small
number of companies is currently subject to the reporting obligation due to the scope of the respective
provisions.

To address such shortcomings, the European Commission issued a draft directive on Corporate
Sustainability Reporting (the CERDO) on 21 Apri | 2021. This is due to be
EU member states by 1 December 2022 and thus shall be applicable as of 1 January 2023.

As of 1 January 2024, all management reports must be published in accordance with the reporting
requirement set out in the CSRD.



Belgium

A Jean-Frangois Goffin
A Jean-Luc Hagon
A Alexandre Jamar

1. Do existing directors' duties contain obligations that apply to matters that could be categorised
as an ESG consideration, e.g. the environment, employee welfare?

ESG considerations encompass a wide range of aspects such as human rights, equality and diversity,
consumer protection, animal welfare, corporate governance, climate change, etc. In Austria, ESG-related
regulations are stipulated in a number of laws on federal and on state level, for example:

Austrian Water Rights Act (Wasserrechtsgesetz)

Austrian Trade Law Act (Gewerbeordnung)

Environmental Impact Assessment Act (Umweltvertraglichkeitsprifungsgesetz)
Stock Corporation Act (Aktiengesetz)

Austrian Commercial Code (UGB)

Consumer Protection Act (Konsumentenschutzgesetz)

Austrian Working Hours Act (Arbeitszeitgesetz)

Austrian Employee Protection Act (Arbeithehmerinnenschutzgesetz).

Obligations under these laws are mainly addressed to the respective company. However, compliance with

such regulations must be ensured by the management. Moreover, under Austrian corporate law, managing

directors of a joint-stock company (Vorstand) and of a private limited company (Geschéftsflhrer) are
responsible for conducting al/l of -Sthck Cornpamigsact gxplisitly b usi n e
requires managing directors to be guided by public interest, which includes at its core ESG considerations,

limited to simple compliance with the applicable ESG regulations.

In terms of ESG requirements, directors need to:

identify any ESG issues which need to be addressed in their company (in accordance with applicable
law and best practice considerations);

propose appropriate measures to be taken;
monitor/ensure the proper implementation of such measures.

In case of violation of the above-mentioned regulations, the competent authorities may impose administrative

fines on (each or some of) the company 6snpodedongdhet or s . | f
company (e.g. the loss or revocation of a license or concession), the managing director may be held

personally liable towards the company.



2. Are there other obligations of directors that relate to ESG considerations, e.g. health and
safety, gender pay inequality, etc?

ESG-related employee protection regulations are stipulated in a number of laws at state level.

Obligations relating to the health and safety of employees are mainly regulated in the Austrian Employee
Protection Act (Arbeitnehmerlnnenschutzgesetz). Workers are also protected by safety measures and
guidelines for dangerous work equipment.

The issue of wage inequality between genders is addressed by the Austrian Equal Treatment Act
(Gleichbehandlungsgesetz) and the general legal principle of equal treatment in accordance with Austrian
constitutional law (Gleichbehandlungsgrundsatz). In this regard, companies must generally apply equal pay
criteria for men and women. In addition, companies are prohibited from discriminating against employees or
potential employees on the basis of their ethnicity, religion, ideology, age, gender or disability.

A major step in terms of ESG considerations in the area of diversity and gender equality has been achieved
through the Austrian Equality of Women and Men on Supervisory Boards Act (Gleichstellungsgesetz von
Frauen und Mannern im Aufsichtsrat). It applies to listed public limited companies and other large companies
and stipulates that newly constituted supervisory boards must consist of at least 30% women and at least
30% men.

Directors are responsible for complying with and observing the respective provisions and taking appropriate
measures to ensure compliance at all lower levels of the organisation. Compliance with these provisions can
be enforced by imposing administrative fines on some/all directors of a company.

3. What recent changes have occurred or are expected wi
in relation to ESG considerations?

The EU Taxonomy Regulation was recently introduced. This provides for new disclosure obligations from
1 January 2022. The Regulation will be directly applicable to Austrian companies and their directors.

4, What obligations do directors have in relation to ESG disclosure and/or reporting?

In Austria, various laws require the disclosure of ESG information; some of these disclosure provisions are
directly contained in the ESG-related laws mentioned above. For example, according to the Austrian
Commercial Code (UGB), large capital market-oriented companies, credit institutions and insurance
companies in the EU have been required to report on non-financial aspects since 2017. Such companies
and institutions must disclose 1 in their management report or a separate sustainability report i how they
meet social requirements in terms of environmental protection, employee protection, respect of human rights,
anti-corruption, etc.

Until now, however, the relevant reporting has in practice shown certain shortcomings: some reported
information is not relevant, it is often unreliable and is only comparable in the rarest cases. Also, only a small
number of companies are currently subject to the reporting obligation due to the scope of the respective
provisions.

To address such shortcomings, the European Commission issued a draft directive on Corporate
SustainabilityYSRODépoohi 8@ Aphel A2021. This is due to be
EU member states by 1 December 2022 and thus shall be applicable as of 1 January 2023.

As of 1 January 2024, all management reports must be published in accordance with the reporting
requirement set out in the CSRD.



Bosnia and Herzegovina

A Nedgi da Swhalemovi l
A Zalatan Balta )
A Zl atko Magovi |

1. Do existing directors6 duties contaicouldbel i gati ons t
categorised as an ESG consideration, e.g. the environment, employee welfare?

Under the relevant laws on environmental protection, protection of the environment is generally stipulated as

an obligation of a legal entity and its responsible person. In terms of employee welfare, the legal entity and

its authorised person are obliged to obey the employment rights (and obligations) of each and any of its

employees, as well as other rights and obligations stipulated by relevant laws. Additionally, in some cases

when deciding on an employeeds status, directors need
empl oyee union. However, this is part of directorsdé ge
under specific regulations regarding ESG considerations.

2. Are there other obligations of directors that relate to ESG considerations, e.g. health and
safety, gender pay inequality, etc?

The relevant legal entity and its responsible person are obligated to comply with laws that regulate matters of

health and safety including, but not limited to, non-discrimination in any type and form. However, this is part

of directorsé6é gener al duties under the relevant | egi sl
ESG considerations.

3. What recent changes have occurred or are expected wi
in relation to ESG considerations?

There have been no recent changes, and no changes are

in relation to ESG considerations.

4, What obligations do directors have in relation to ESG disclosure and/or reporting?

Under the relevant legislation, no disclosure/reporting is prescribed relating specifically to ESG
considerations.



Bulgaria

A Atanas Bangachev
A Gentscho Pavlov

1. Doexisting directorsé duties contain obligations tha
categorised as an ESG consideration, e.g. the environment, employee welfare?

Yes, directors (members of a board of directors or the management board of joint-stock companies, and
managers of limited liability companies) have certain obligations that could be categorised as ESG
considerations. These obligations include inter alia:

Environment i there are no specific obligations for directors regarding care for nature. Depending on

the scope of a given companybés activity, such oblig
gener al provisions on directorsd duties have been i
company must be secured by its directors, whether directly or through delegation to employees. In

case of violation, environmental laws provide for financial sanctions on both the company and its

director(s). It is arguable whether a company could provide indemnity to its directors against any such

sanctions. In all likelihood, any such indemnity would be found invalid.

Socialit he directorsd relationship with a companyds emy
law. The law forbids any discrimination (for details please see question 2 of this section), mobbing

and/or employee maltreatment etc. It also imposes certain rules with regard to working hours, holiday

leave etc. With regard to third parties (i.e. suppliers, customers etc.), directors should act in the best

interest of the company and with professional care. Directors in Bulgaria do not have any specific

obligations towards the communities where they operate.

Governance 1 there are no ESG considerations with respect to the composition of boards of directors

(e.g.no hard or soft targetsforge nder equality), and there is no empl
governance rights (i.e. no rights of employees to nominate, to veto or to have a representative on a
board). The gener al rules of a companyds cdlawpor at e ¢

(please see the main part of this guide where these are summarised), supplemented by the articles of
association and the boarddds rules of procedure (i f ¢
division of duties between the directors, and the relations between them and the shareholders
(supervisory board, if applicable), including the ol
actions and the shareholdersd right of control over
industries such as banking, insurance, listed companies etc, there are generally no obligations

regarding internal audit or internal control imposed on directors.

2. Are there other obligations of directors that relate to ESG considerations, e.g. health and
safety, gender pay inequality, etc?

Yes, if a company employs employees, labour law imposes certain ESG considerations on the company

regarding the health and safety conditions in the workplace, pay equalities, discrimination, information and

consultation of employees etc. Similar to the note in the previous paragraph, compliance of the company with

such ESG requirements must be secured by its directors, whether directly or through delegation to certain
officers/employees. Labour law provides for financial sanctions on both the company itself and on director(s)

in case of violation of such companyds obligations. Th
initially levied on the company alone, and only in case of repeated violation are the directors also sanctioned.



It is worth noting that due to the COVID-19 outbreak, many businesses switched to a working from home

regime. Occupational health and safety regulations require that employers carry out a risk assessment of a
remotewor kpl ace. As with all/l of a companyés other health
for securing compliance and may be exposed to sanctions on a personal as well as corporate level.

However, as working from home was imposed by the pandemic and was not the free choice of businesses,

the labour authorities have been tolerant and have not yet started monitoring compliance.

The law prohibits any discrimination of employees (both current and potential) on any grounds including
gender, race, religion etc. As a result, no difference in salaries, career opportunities and progression, holiday
entitlements, benefits etc. can be made based on such grounds.

3. What recent changes have occurred or are expected wi
in relation to ESG considerations?

Currently, there are no expected changes with regard t

4., What obligations do directors have in relation to ESG disclosure and/or reporting?

I n general, there are no di dislosureand/d remoliingi gati ons rel at e





















































































































































































