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in wave 2, ie. issuers that are undertakings with more than 1000 employees on
average and with a net fumover exceeding EUE. 450 million during the financial
¥ear

paragraph (2) poiat (b)(ii) replaces Article 5(2) subparagraph 3, poiat (b)(ii) of the
C3ED szpecifying which issuers will be subject fo consolidated sustainability
reporting in wave 2, ie. izzuers that are parent undertalings of groups with more than
1000 employees on average and with a net turnover exceeding EUR 450 million, on
a consolidated basis, during the last financial year;

paragraph (2) point (c) repeals Article 3(2) subparagraph 3, poust (c) of the CSED fo
reflect the exclusion from the scope of issuers that are SMEs.

Article 4 amends Directive (EU) 2024/1760 (Corporate Sustamability Due Diligence
Directive 'CEDDDY) ag follows:

The proposal amends Directive (EU) 2024/1760 on ' main points: extending the
scope of maxinmem harmonisation, targeting due dilizence, as a general rule, to direct
business partners, removing the duty to terminate the busimess relationship as a
meazure of last resort, limiting the notion of “stakeholder’ and firrther restricting the
stages of the due diligence process that require stakeholder engagement extending
the intervals in which companies need to regularly monitor the adequacy and
effectiveness of due diligence measures, c]mi'ymg the principles regarding pecuniary
penalties and removing the ‘minimum cap’ for fine=, removing aspects of the civil
liability clanse and the mles regarding representative as:’r_1}|31'1s.E and deleting the review
clause regarding financial services.

As regards maximum harmonisation, the proposed amendments would extend its
scope to several additional provisions of the Directive that regulate the core aspects
of the due dilizence process. Thiz includes in paticular the identification duty, the
duties to address adverse impacts that have been or should have been identified, and
the duty to provide for a complaints and sotification mechanism. However, the
proposal also recopnises that there are legal limits of what can be harmonized fully in
a cross-zectoral frameworl: directive dealing with social and environmentsal
protection and wh.in:h essentially sets out 2 gene;ral process to i.mplement compaﬂies’
maximum harmonisation bE_',ﬂnﬂ thiz scope would nsk imdﬂtmmmg hutnan —
including labour — rights and environmental standards, both existing or still to be
developed, for instance fo address emerging risks linked fo new products or services,
Whileﬂ:lepracﬁcalheneﬁts mmﬂdberer}r Limited. ‘Whefemmhrisksmadd(ess&db}
for instance IabDL‘II law, thev should not be prevented from doing 3o where they
consider this necessary to repulate how the duty of care applies in specific
cifcumstances.

of their du'ect businezz partners. Cmsequeml'_v when it come: to businesz
relationships, following a mapping of their valve chains, companies would be
required to carry out an in-depth assezsment only at the level of direct business
partners. At the same time, the proposal recognises that there can be situations where
companies have to look bevond their direct buzineszs partner, namely where theyv have
information that suggests an adverse impact at the level of an indirect business
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partner. This may, for instance, be the case where the structure of the business
relationship lacks economic rationale and suggests that it was chosen to remove an
otherwise direct supplier with harmful activities from the purview of the compamny,
where the company has received a complaimt of is aware of credible NGO or media
reports about harmful activities at the level of an indirect supplier or is aware of past
incidents imvolving the supplier, or where the company through its business contacts
Imows about problems at a certain location (e.g., conflict area). In these cases,
compandes should be required to further assess the situation Where the assesament
confirms the likelihood or existence of the adverse impact, it should be deemed to
have been identified. In addition a company should seek to ensure that its code of
conduct — which iz part of itz due diligence policy and zetz out the expectations as to
how to protect human including labour, rights and the environment in business
operations — iz followed throughout the chain of activities (contractual cascading).
Tlus al.tgus with the appmach taken under the German Supply Chain Act

e ; altspflicht-Gesetz) which contains similar rules both as regards the
focus mdu'ect yupphetsmdthe:mys in which due diligence slmrﬂldgn beyond in

suppoﬂ measures. Furthermore, 1t 13 proposed to farther limit the trickle-down effect
on SMEs and small midcap companies, by limiting the amount of the information
requested as part of the value chain mapping by large companies. unless such
information cannot reasonably be obtained in any other way.

Az regards dizsengagement, the proposed amendments remove the duty to terminate
the business relationships. Companies may find themselves in situations where their
production heavily relies on inputs from one or zeveral specific zuppliers. At the
same time, where the busmess operations of such a supplier are linked to severs
adverse impacts, for instance child labour or significant environmental harm  and the
company has nsuccessfully exhausted all due diligence measures to address these
impacts, the company, as a last resort should suspend the business relationship while
continuing to work with the supplier towards a solution, where possible using any
increased leverage resulting from the suspension.

As regards stakeholder encagement, the proposed amendments reduce the scope of
the ‘stakeholder’ notion by simplifying the definition and limiting it to workers and
their representatives, and to individuals and communities whose nights or interests
are {in caze of actual adverse impacts) or could be (in case of potential adverse
impacts) “ﬂirecﬂ}” affected by the products, sm':i:es and r::upefa]:ions afthe company,
communities in the neighbourhood of plaﬂts operated b"," buziness partners when they
are directly affected by pollution (e.g.. an oil spill or harmful emissions), or
indigenous people whose right to lands or resources are directly affected by how a
business partner acquires. develops or otherwise uses land, forests or waters.
Secondly, the proposed amendments clanfy that companies are only reguired to
engage with “relevant” stakeholders, thereby underlining that companies do not have
to consult every possible stakeholder group but may limit themselves to thoze
stakeholders that have a link to the specific stage of the due diligence process being
carried oot {e.g., affected mdividuals when designing a remediation measuere). In
addition, the proposed amendments forther limit the stapes of the due dilizence
process at which companies are required to engage with staleeholders.

Az repards monttoring, the proposed amendments extend the imtervals in which
companies need to regularly assess the adequacy and effectivensss of due diligence
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medsures, from 1 year to five years. This will sipnificantly reduce burdens not just
for in-scope companies but also for their business partners, often SMEs, which risk
being at the receiving end of (detailed) information requests as part of these
monitoring exercizes. At the same time the proposal recognises that business
relationships, and the risks and impacts arizing from the activities coversd by such
business  relationships, may evolve over time sometimes even within short
timeframes. Also, measures taken to address potential or actual impacts might fom
out to be inadequate or ineffective, bazed on experience gained with implementing
them, and indications for this may arize before the date for the next regular
aszessment. Therefore, the company should carry out ad hoc assessments in these
sifuations.

As regards the imposition of pecuniary penalties as part of public enforcement. the
corrent text of Asticle 27 already clarifies that “[i]n deciding whether to impose
penalties and, if such penalties are imposed, in determining their nature and
appropriate level”, due account shall be taken of a seres of factors that determine the
gravity of the infringement (in particular the nature, gravity and duration of the
infrinpement, and the severity of the impacts resulting from that infrinpement) and
whether there are attenuating (e.g.. investments made and any tarpetsd support
provided) or agoravating circumstances (e.g., recidivism). In addition, the provision
stipulates that amy penalties imposed shall be “effective, proportionate and
dizsuasive”. This aligns with similar provisions in other pieces of ELT legislation, for
istance the General Data Protection Regulation. While the Directive does not
require Member States to set 2 mammum amount of any fines (ie, a “cap’ or
‘ceiling’), it stipulates that, in case Member States nevertheless decide to do =0, such
a cap “shall be not lezs than 3 % of the net worldwide turnover of the company™. The
purpoze for introducing this provision was to ensure a level playing field in the
Union, by avoiding that Member States set a cap at a level that would undermine the
effectiveness and dissuasiwenass of any fines impused ofl Dnmpaﬂ.ies unde.r their
cap safy'snnthmgabuutthe actualﬁnesmp-nsedmaspemﬂc case, ithas sometimes
been misunderstood as 3 mimmum fines amount. To clanify the simaton, the
proposed amendments address the issue of the level playing field differently, namely
by fasking the Commizsion, in collaboration with the Member Siates. with
developing fining puidelines (an instrument that alzo exists in other areas, eg .
competition law and data protection) and by prohibiting Member States from setting
a fines cap that would prevent supervisory authorities from imposifis penalties in
accordance with the factors and principles zet out in Asgticle I7(1} and ().
Furthermore_ the propozal deletes the requirement for the fine to be commensurate to
the company’s turnover.

With a view to ensuring more legal clarity and aligiment of the CSDDD with the
sustainability reporting regime, the proposal introduces a modification regarding the
requirement to put into effect the transition plan for climate change mitization. The
proposal makes clear that the plan should include implementation actions planned
and taken. The adoption of the plan and its initial and updated design remains subject
to admimstrative supervision

As regards civil liability, it is proposed to remove the specific. EU-wide liability
regime in the Directive. At the same time, in line with the core cbjective of the
Directive to ensure the protection of victims against human rights violations and
environmental harm resulting from business operations. the propesed amendments

maintain the requirements for effective access to justice, including the right to fisll
compensation in case a company is held liable for a failure to comply with the due
dilizence requirements under thiz Directive in accordance with national law (while
alzo protecting companies from over-compensation). In view of the different mules
and traditions that exist at national level when it comes to allowing representative
action. the specific requirement in this regard in the Directive iz deleted
Furthermore, with a view to limiting  liability rizk, the requirement for hMember
States to ensure that the lability mles are of overriding mandatory application in
cases where the law applicable to claims fo that effect is not the national law of the
hdember State 1= deleted.

= As regards the review of the Directive, Article 36(1) requires the Commission to
submit “no later than 26 July 2026 a report to the Evropean Parliament and to the
Council on the necessity of laying down additional sustainability due diligence
tequl.remmts tailored to regulated financial undertalings with respect to the
provision of financial services and investment activities, and the options for such due
diligence requirements as well as their impacts. It is proposed to delete this review
clanze as it does not leave amy time to take o account the experience with the
newly established. zeneral due dilizence framework:
Axticle 3 requires Member States to transpose this Directive by [12 mornths after tnfo force] at
the latest. and to communicate to the Commission the text of their transposing measures.

Article 6 specifies that this Directrve enters info force 20 days after sts publication in the
Official JTournal of the Evropean Union.



Propozal fora

DIRECTIVE OF THE EUROPEAN PARLIAMENT AND OF THE COUNCIL

amending Directives 2006/43/EC, 2013/34/EU, (EU) 2022/2464 and (EU) 2024/1760 as

regards certain corporate sustainability reporting and due diligence requirements

(Text with EEA relevance)

THE EUROFEAN PARLIAMENT AND THE COUNCIL OF THE EUROPEAN UNION.

Having regard to the Treaty on the Functioning of the European Union, and in particular
Articles 30 and 114 thereof,

Having regard to the proposal from the European Commission

After transmission of the draft legislative act to the national parliaments,

Having regard to the opinion of the Eurcpean’ Economic and Social Committee??,
Acting in accordance with the ordinary legislative procedure,

Whereas:

(6]

@

(3)

In the face of multiple factors, such as the recovery from the COVID-19 pandemic, the
energy crisis provoked by the Russian mvasion’ of Ulmaine, high inflationary
pressures, rising trade tensions as a result of shifts in the gpeopolitical landscape and
increased concern from businesses about the regulatory burden imposzed on them from
sustainability  reporting  requirements, Commission President vonm der Leyen
announced in March 2023 the imtention to rationalize and reduce administrative burden
resulting from reporting requirements 2!

In the political guidelines for the 2024-2029 term??, President von der Leyen set out a
plan for Enrope’s sustainable prosperity and competitiveness. Making business easier
and deepening the Single Market are among the plan’s key dimensions.

The Commission’s better regulation agenda’® supports the competitiveness’ of
European enterprizes by aiming to ensure that EU laws deliver on their objectives at a
minimum cost. In 2023, the Commission identified the need to rationalize and simplify
reporting requirements for enterprises and administrations” and committed to reduce
administrative bardens by 23%.
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In his report on “The Future of European Competitiveness™”, Mario Draghi
emphasized the need for Europe to boost its competitiveness and resilience and create
a regulatory landscape which facilitates this goal The report noted that reporting
requirements for companies should be proportionate to the goal they pursue. It stated
that the EU"s sustamability reporting and due dilizence framework is a major source
of regulatory burden and complisnce costs, magnified by a lack of guidance to
facilitate the application of complex rules and fo clanify the interaction between
various pieces of legislation. The accumulation of rules over time at different levels,
their increased complexity and implementation challenges are having a significant
impact on Europe’s competitiveness, limiting our economic potential and the
prosperity of our people.

In the Budapest Declaration on the New European Competitiveness Dieal 2% the Heads
of State and Government of the EU Member States called for “a simplification
revolution, ensuring a clear, simple and smart repulatory framework for businesszes
and drastically reducing administrative, regulatory and reporting burdens, in particular
for SME=". They called on the Commission to make conerete proposals on reducing
reporting requirements by at least 23 % in the first half of 2025,

Inn itz Communication to the European Parliament the Enropean Council, the Council,
the European Economic and Social Committee and the Committee of the Regions
entitled ‘A Competitiveness Compass for the EUY7, the Commission confirmed that it
would propose a first *Simplification Omnibus package™ which would, among others,
cover a far-reaching simplification in the fields of sustainsble finance reporting,
sustainability due diligence and taxonomy. It would include measures to address the
trickle-down effect to prevent smaller companies alons the supply chainz from being
subjected in practice to excessive reporting requests that were never intended by the
legislators.

In its Work Programme for 202528 the Commission recalled the intention to come
forward with a first Ommibos Simplification Package and noted that the aim is to
square the EIl's ambition towards a sustainable transition with what companies can
feasibly achieve to strengthen competitiveness and economic growth.

In its Communication of 11 Febmary 2025 entitled “A simpler and faster Europe:
Commumnication on implementation and simplification’, > the Furopean Commission
zet out a vision for an implementation and simplification apenda that delivers fast and
vizible improvements for people and business on the ground. This requires more than
an incremental approach and the EU must take bold action to achieve thiz goal The
Commission, the European Parliament, the Council. Member States’ authorities at all
levels and stalceholders need to work together to streamline and simplify EU. national
and regional rules and implement policies more effectively.
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In its communication of 11 December 2019 entitled “The European Green Deal’ {the
‘Green Deal’), the Enropean Commission set out an agenda to transform the Union
mto a modern, resource-efficient and competitive economy with no net emissions of
greenhouse gases (GHG) by 2050. Eegulation (EU) 2021/1119 of the European
Parliament and of the Council®® makes the objective of climate neutrality by 2030
binding in the Union The Green Deal aims to protect conserve and enmhance the
Union's natural capital, and protect the health and well-being of Union citizens from
enviromment related risks and impacts. It also aims to decouple economic growth
from resource use and ensure that all regions and Union cibizens participate in a
socially just transition to a sustamnable econosmc system whereby no person and no
place 15 left behind. Tt will contribute to the objective of building an economy that
works for the people, strengthening the Union’s social market economy, helping to
ensure that it iz ready for the future and that it delivers stability. jobs; growth and
sustainable investment

In its Commumecation of 8 March 2018 entitled “Action Plan: Financing Sustainable
Growth>! (the Sustainable Finance Action Plan), the Commission set out measures to
reorient capital flows towards sustamable investment in order to achieve zustammable
and inclusive growth, manage financial risks stemming from climate change, resource
depletion, environmental degradation and social issues, and foster transparency and
long-termism in financial and economic achivity.

As part of the European Green Dleal and Sustainable Finance Action Plan, the
European Parliament and Council adopted Directive (EU) 2022/2464 32 That Directive
modernizes and strengthens the mles concerning the sustainability information that
undertakings are to report. It introduced new sustainability reporting requirements for
certain undertakings by way of amendments to REegplation (EU) No 337/2014 of the
European Parlizment and of the Council®?, Directive 2004/109/EC of the European
Parliament and of the Council®®. Directive 2006/43/EC of the Furopean Parliament
and of the Council®® | and Directive 2013/34/EU of the European Parliament and of the
Council®®. These sustainabilify reporting requirements oblipe certain undertaltings to

Fegulation (ETT) 20211119 of the European Parlisment and of the Council of 30 June 2021 estzblishing the
framenork for achisving climate neatrality and mmending Regulstions (EC) Mo 401/2000 snd (ELT 2018/1000
(*Exropesn Climate Lan™}{OT L 243, 972021, p. 1, ELI- htip//dats svropa. en/elires 2021/ 11 19V0j).
Commonmication fromt: the Commission to the Ewropesn Parlimment the Eiropesn Comcil the Council, the
Ewoppean Ceiral Bank, the European Econamic and Social Conomittes and the Comumittes of the Regions, * Action
Plan- Financing Sustaimable Growth’, COMT018007 fins]

Directive (ETF 202272464 of the Ewopesn Parliament and of the Council of 14 December 2012 amending
Fegolation (ETF) Moo 53772014, Directive 2004 100EC, Divective 2M43/EC and Directive 2015 34/E1T, as
regards COTporate mtamahlm Ieporting {or L 323 L5 122022, j:8 15,
ELI: hitpc! ’dm.mm»&“ﬂmﬂﬂmmm

Bagnlation (ELT} Mo 5372014 of the Ewopasn Parliament and of the Coancdl of 16 April 2014 on specific
Tequirsments regarding stemtory andit of public-intersst entities and repealing Commizsion Decision 2005900 EC
{OTL 158, 37.5.2014, p. 77, ELI: hrtp:'/dats enropa.en'elimep2014/53 Tiaf)

Directive 2004/'109/EC of the Ewropean Parliament and of the Coancil of 15 Decernber 2004 on the hapmonization
ufummrmmmxmmmmmmmmmm are admitted to rading oo 2
repalated market and Directive 200L34EC (OF L 390, 31122004, p. 35 ELL
hittp/data ewrope. en'eli'dic 2004/ 100/07).

Directive 2006/43/EC of the Enropesn Parlizment and of the Comncil of 17 Iiay 2006 an statwtory audits of aamal
accounts and consolidated accoumts, ing Comncil Dhirectives TEGSWEEC and 85 340EEC and repesling
Counril Directive 84253 EEC (0T L 157, 062006, p. 87, ELL hatp:/dats saropa en'sli e 20084 3 af).

Directive 2013/34EU of the Ewropean Parlisment and of the Comncll of 26 Tumme 2013 on the smaz] fnancial
statements, consolidated fnancial statements and rebsted reports of certein types of undertalings, amending
Directive 2006/43/EC of the Parliament and of the Coumcil and repesling Coancil Directives TR/GG0EEC
and 83349 EEC (OTL 182, 2062013, p. 18, ELT: http:/idata earopa ew/'sli/dir 201334 5§).
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publish sustainability information, which must be prepared in accordance with specific
sustainability reporting standards and, where applicable, comply with a digital format.
Thiz =ustanability information iz subject to an assurance requirement and must be
publizhed together with the related assurance report.

The sustainability reporting requirements mtroduced by Directive (EU) 20222464
apply to undertakings govermned by the law of a Member State that are: large
undertaliings, SMMEz (excluding micro-undertalings) with transferable securities
admitted to trading on an EU repulated market and parent undertalings of large
groups. They alzso apply to undertakings governed by the law of a third country that
have erther transferable securities admitted to trading on an EU regulated market
(excluding micro-undertaloings) or that have business in the terrtory of the Union
above certain thresholds. The date of application of these sustainability reporting
requirements varies depending on the specific reporting requirement and on the
category of undertaking.

Companies subject to Directive (EU) 2022/2464 must report according to European
Sustainability Beporting Standards (ESES). which are adopted by the Commission as
delepated acts taking account of the technical advice of EFRAG?T On 31 July 2023,
the Commission adopted the first set of ESES via Commission Delegated Fegulation
(EUT) 2023/2772 28 These standards include disclosure requirements on environmental,
social and governance matters and apply to companies under the scope of Directive
(ELT) 20222464 regardless of which sector they operate in.

On 23 Taly 2024, Directive (EU) 2024/1760 of the Evropean Parliament and of the
Couneil (*Corporate Sustainability Due Diligence Directive’ or ‘CSDDD)? entered
into force. The atm of this Directive is to foster sustainable and responsible corporate
behaviour in companies’ operations and across their global value chains. These rules
aim to ensure that companies in scope identify and address adverse human rights and
envirommental impacts of their actions inside and outside Europe. This Directive
establizhes a corporate duoe dilisence duty. The core elements of thiz duty are
identifying and addressing potential and actual adverse human rights and
envirommental impacts in the company’s own operations, their subsidiaries and, where
related to thew value chain(s), those of their business partmers. In addition, the
Dhrective sets out an obligation for larpe companies to adopt and put mto effect.
through best efforts, a transition plan for climate change mitigation aligned with the
2030 climate neutrality objective of the Paris Agreement as well as intermediate
targets under the European Climate Law:

In the context of the Commission’s commitment to reduce reporting burdens and
enhance competitiveness, it i3 necessary to amend Directive 2006/43/EC. Directive
20153/34/EU, Darective (ELT) 2022/2464 and Directive (ELT) 2024/1760 in order to
achieve those objectives, whilst maintaining the policy objectives of the European
Green Deal, announced in the Communication from the Commizzion of 11 December

EFFAG was previously czllad the Europesn Financial Reportime Advisarny Groop bat itz officisl name = now jost
EFFAG Ttis m mdependent private nmitistsbeholder body, majority fimdad e the ELT

Comrmnission Delesated Fesulation (EL 20232772 of 31 Tuly 2013 supplementing Directive 2013 34EL of the
European Parlizmert snd of the Coumcil s regards sustainshility reporting standards, (0T L; 2025/2772,
22.12.2023, ELI: Intp://data europa. ew'elirer del 0R3 27 T20q)
Dmmw(EU}MW&nf&eEmumemhmaﬂufﬂeCumﬂufHImMmcm
sustainahility due diligence and Drective (EUY) 20191937 and Fegnlation (EL7) 20232859, (07 L,
24T THD, 3'?_‘2,034 ELI hap://data enropa ew'eli'din 20241 760 of)
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201949 and the Sustainable Finance Action Plan, amnounced in the Communication
from the Commission of 8 March 201841

Article 26a(l) of Directive 2006M43/EC requires Member States to enmsure that
statutory anditors and audit firms carry out the assurance of sustamability reporting in
compliance with limited assurance standards to be adopted by the Commission. Article
26a(3) of that Directive requires the Commission to adopt those standards by 1
October 2026. Undertakings have raised concerns on the work carried out by the
assurance providers and have expressed the need for flexibility in addressing specific
risks and critical izsues identified in the areas of sustainability assurance. To enable
the Commission to take account of those concemns, it should be given more flexibility
in adopting those standards. In any case, the Commission will issue targeted assurance
guidelines that clarify the necessary procedures that assurance providers are to perform
as part of their limited assurance ensasement before adopting the standards by
delegated act.

Article 26a(3), second subparagraph, of Directive 2006/45/EC empowers the
Commission to adopt standards for reasonable assurance by 1 October 2028, following
an asszessment of feasibility. To avodd an increase in costs of assurance for
undertakings, the requirement to adopt such standards for reascnable assurance should
be deleted.

Article 19a(1} of Directive 2013/34/EU requires large undertaltings and small and
medium-sized undertakings with securities admitted to trading on an EU regulated
market excluding micro-undertakings, to prepare and publish a sustainability
statement at individual level. To reduce the reporting burden on undertakings. and to
promote closer alignment with the criteria for undertalings to be in the scope of
Directive (EU) 2024/1760, the obligation to prepare and publish a sustainability
statement at individual level should be reduced to undertakings with an average of
more than 1000 employees and a net turnover exceeding EUR. 450 000 000 during the
financial year.

Article 1{3) of Directive 2013/34EU specifies that credit instititions and insurance
undertakings that are large undertakings or small and medium-size undertakings —
excluding micro-undertakings — with securities admitted to trading on an E1T regulated
market are subject to the sustainability reporting requirements set oot i Directive
2013/34/EU, regardless of their legal form Considering that the scope of mdividual
sustainability reporting should be reduced to undertalings with an average of more
than 1000 employees and a net turnover exceeding EUR 430 0003 000 during the
financial year, that reduchion in scope should also apply to credit institotions and
insurance undertakings.

The European Financial Stability Facility (EFSF) established by the EFSF Framework
Agreement iz subject to the sustainability reporting requirements set out in Directive
2013/34/EU, although it 1z exempted from the sustainability reporting regime set out
in Directive 2004/10%EC pursuant to Article § of that Directive. Despite it being a
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large undertaking icorporated in a legal form listed in Amnex I to Directive
2013/34/EU, the EFSF has a mandate - i.e. to safeguard financial stability in the Union
by providing temnporary financial assistance to Member States whosze currency is the
euro — that is largely similar to the one of the Enropean Stability Mechanism (ESAI).
which is not subject to sustainability reporting requirements. For the EFSF to benefit
from the same treatment as the ESM as regards sustainability reporting, and for
consistency with the exemption regime provided by Directive 2004/ 109EC, the EFSF
should be exempted from the regime on sustainability reporting provided by Directive
2013/34/EU.

Article 19a(3) of Directive 2013/34/EU requires undertakings fo report information
about the undertaking’s own operations and about its value chain To reduce the
reporting burden for undertakings in the value chain that are not required to report on
their sustainability. the reporting undertaling - for the purposes of reporting
sustainability information, at individual or at consclidated level, as required by
Directive 2013/34/EU, and without prejudice to Union requirements to conduct a dus
diligence process - should not seek to obtam from undertalongs i 1ts valoe cham that
are not required to report on their sustamnability information beyond the information
specified in the standards for voluntary use by undertakings that are not reqoired to
report on their sustanability. The reporting undertaking should be allowed to collect
from the undertalings in its value cham any additional sustamability information that
15 commonly shared between ondertakings in the szector concemed. Undertakings
reporting on their value chain m accordance with that requirement should be deemed
to comply with the obligation to report on their sustainability. Assurance providers
should prepare their azsurance opinion respecting the oblization on nndertaliings not to
seek to obtain from undertakings in their value chain that are not required to report on
their sustainability information beyond the information specified in the standards for
voluntary use by undertakings that are not required to report on their sustainability.
For that purpose, the Commission should be empowered to adopt a delegated act to
provide for sustainability reporting standards for voluntary use by undertakings that
are not requited to report on their sustainability. Those standard: should be
proportionate to, and relevant for, the capacities and the characteristics of thosze
undertakings and to the scale and complexity of their activities. Those standards
should also specify. where possible, the structure to be used to present that
information.

Article 29¢(1) of Directive 2013/34/EU allows small and medivm-sized undertakings
with securities admitted to trading on an EUT regulated market, small and non-complex
institutions and captive re{insurance) undertakings, 1o report sustainability information
in accordance with the limited set of standards to be adopted by the Commission.
Congidering that small and medinm-sized ondertakings with securities admitted to
trading on an EU regulated market should be excluded from sustainability reporting,
the empowerment for the Commiszion to adopt delegated actzs to provide for
sustainability reporting standards for those small and medivm-sized undertakings
should be deleted.

Article 19a(7) of Directive 2013/34/EU allows small and medivm-sized undertakings
with secusities admitted to trading on an EU repulated market to opt out from
sustainability reporting for the first two vears of application of those requirements.
Considering that small and medium-sized undertakings should be excluded from the
sustainability reporting, the provision allowing for the two-year opt out should be
deleted.
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Article 29a(1) of Directive 2013/34/EU requires parent undertalangs of large groups to
prepare and publish a sustainability statement at consolidated level To reduce the
reporting burden on those parent undertalongs, and to promote closer alignment with
the criteria for undertakings to be in the scope of Directive (EU) 2024/1760, the scope
of that obligation should be reduced to parent undertaleings of groups with an average
of more than 1000 employees. on a consolidated basis, and a net tumover exceeding
EUR 450 000 000 during the financial year.

Article 20b(1), third subparagraph. Directive 2013/34EU empowers the Commission
to adopt sector-specific reporting standards by way of delegated acts, with a first zet of
such standards to be adopted by 30 June 2026, To avoid an increase m the number of
prescribed datapoints that undertakings should report, that empowerment should be
deleted.

Article 29b(4) of Directive 2013/34/EU requires sustainability reporting standards to
not specify disclosures requiring undertaliings to obtain from small and medinm-sized
undertakings in their value chamn igfonmatio bevond the information to be disclozed
pursuant to the sustaimability reporting standards for small and medmm-zized
undertakings with securities admitted to trading on an EU regulated market.
Considering that small and medivm-sized undertakings with securities admitted to
trading on an EU repulated maricet should be excluded from zpstainability reporting,
and in order to reduce the reporting burden for undertakings in the value chain that are
not required to report on their sustainability, the sustainability reporting standards
should not specify disclosures requiring undertalings to obtain from vndertalings in
their value chamn that are not sequired to report on their sustainability information
beyond the information to be disclosed pursuant to the sustainability reporting
standards for volontary use by undertalangs that are not required to report on their
sustainability.

Purzuant to Article 40a(1), fourth and fifth subparagraph of Directive 2013/34/EU, a
subzidiary in the Union of a thisd-county undertaking that generates a net turnover of
mare than EUR 150 million in the Union, or, in the abzence of such subsidiary, a
branch in the Union that generates a net turnover of more than EUR 40 million, iz to
publizh and make accessible sustainability information at the group level of the third-
country parent undertaling. Considering that the scope of individual sustainability
reportifiz should be reduced to undertalings with an average of more than 1000
employees and a net turmover excesding EUR 450 000 000 duning the financial year,
the size for a subsidiary undertalting to be in scope of Article 40a should be modified
to reflect that reduction. For reazons of consistency, the net fumover critenia for the
Union branch to be in scope of Article 40a(1), fourth subparapraph of Directive
201 3/34/E10. should be raized from EUR 40 000 000 to EUER. 430000 000. For reasons
of consistency, and to promote closer alipnment with the criteria for undertakings to be
in the scope of Dhrective (EU) 2024/1760, the net turnover threshold for the third-
country undertaking should also be raized from EUR 130 000 000 to EUR 450 000
000.

Article 5(2), first subparagraph. of Directive (ELT) 2022/2464 specifies the dates by
which the Member States are to apply the sustainability reporting requirements set out
in Directive 2013/ 34E, with different datez depending on the =ize of the undertaling
concerned. Considering that the scope of the individual sustainability reporting
requirements should be reduced to include only undertakings with more than 1000
employees on average and a net turnover exceeding EUR 430 000 000 on their balance
sheet dates during the financial year, and that the scope of the consclidated
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sustainability reporting requirements should be reduced accordingly, the criteria for
determining the dates of application should be adjusted. and the reference to small and
medium-sized undertaliings with securities admitted to trading on an EUT regulated
market should be deleted.

Article 5(2), third subparagraph. of Directive (EUT) 2022/2464 specifies the dates by
which the Member States are to apply the sustainabilify reporting requirements set out
in Dhrective 2004/109EC, with different dates depending on the size of the izsuer
concerned. Considering that the scope of the individual sustainsbility reporting
requirements shoold be reduced to include only undertakings with more than 1000
emplovees on average on their balance sheet dates and with a net turnover exceeding
EUR 430 000 000 during the financial year, and that the scope of the consolidated
sustaimability reporting requirements should be reduced accordingly, the criferia for
determining the dates of application should be adjusted, and the reference to small and
medinm-sized undertalings should be deleted.

Article 4(1) of Directive (EU) 2024/1760 prohibitz Member States from introducing
1n their national law, provisions within the field covered by the Directive layving down
human rights and environmental duoe dilipence obligations diverging from those laid
down in Article 8(17 and (2), Article 10{1). With a view to ensure that Member States
do not go beyond the Directive and create a fragmented regulatory landscape resulting
in legal uncertainty and unmecessary burden, the foll harmonisation provisions of the
C5DDI) should be expanded to additional provizions regulating the core aspects of the
due diligence process. This includes, in particular, the identification duty, the duties to
address adverse impacts that have been or should have been identified, and the duties
to engapge with stakeholders in certain cases and fo provide for a complaints and
notification mechanmizm. At the same time, Member States should be allowed to
introduce more stringent or more specific provisions on other aspects. mcluding  to
address emerging risks linked to new products or services.

Article 5 of Darective (ELT) 202471760 oblizges member states to ensure that companies
conduct risk-based human rights and environmental due diligence. To reduoce burdens
on large companies in the scope of the Directive, the due diligence measures should,
as a general rule, be limited o the company’s own operations, those of its subsidiaries
and those of ity direct business partners (“tier 17). Consequently, when it comes to
business relationships, following a mapping of their chain of activities, companies
should be required to camry out in-depth assessments az repards direct business
partners only. Companies should, however, look beyond their direct business
relationships where they have plansible information that suggests an adverse impact at
the level of an indirect business partner. This may be the case where the company has
received a complaint or iz in the pozzesszion of information. for example throuszh
credible media or NGO reports, past incidents, or through recurring problems in its
sector or at certain locations (conflict areas, efc) about likely or actual harmfuol
activities at the level of an indirect supplier. Where the company has such information,
it should carry out an in-depth assessment Where the assessment confirms the
likelthood or existence of the adverse impact, it should then be deemed to be
identified. In addition, companies should seek to ensure that their code of conduct —
which iz part of their due diligence policy and sets out the expectations az to how to
protect homan, including labour, rights and the environment in business operations — iz
followed throughout the chain of activities in accordance with contractual cascading
and SME support.
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With the view to limiting trickle-down effect on SMEs and SMCs when it comes fo
mapping the valoe chain for the purposes of identifying adverse impacts, large
companies should limit informatiom requests to the information specified in the
standards for voluntary use referred to in Article 29a of Directive (EU) 2013/34/EL,
uwnless they need additional information to carry out the mapping and they cannot
obtain that information in any other reasonable way.

Companies may find themszelves in situations where thesr production heavily relies on
inputs from one or several specific suppliers. At the same time, where the business
operations of such a supplier are linked to severe adverse impacts, including child
labour or sipnificant envirommental hamm, and the company has unsuccessfully
exhansted all due diligence measures fo address these impacts. the company, as a last
rezort should suspend the business relationship while continping to work with the
supplier towards a zolution, where possible using any increazed leverage resulting
from the suspension.

With a view to reduce burden and make stakeholder engagement more proportionate,
companies should only have to engage with workers, their representatives including
trade unions, and individuals and communities whose rights or interests are or could
be directly affected by the products, services and operations of the company, its
subsidiaries and its business partners, and that have a link to the specific stage of the
due diligence process being carried out . That mecludes individuals or commumnifies in
the neighbourhood of plants operated by business partners when those individuals or
comimunities are directly affected by pollotion, or indigencus people whose right to
lands or rezources are directly affected by how a3 business partner acquires, develops or
otherwize uses land, forests or waters. Moreover, stakeholder engagement should only
be required for certain partz of the due dilizence process, namely at the idemtification
stage, for the development of (enhanced) action plans and when designing remediation

measares.

To reduce administrative burden on companies, the Commizsion’s deadline for the
adoption of general due dilizence gmidelines should be advanced to 26 July 2026. In
parallel, the application deadline for the CEDDD for the first group of companies 1= to
be deferred to 26 July 2028 1n in accordance with Directive EU XO0COXKX. That two
years interval will provide companies with sufficient time to take into account the best
practice guidance when implementing due diligence measures.

With a view to ensure better' alignment of Directive (EU) 2024/1760 with the
sustainability reporting regime, the requirement fo put into effect the transition plan
for climate chanpe mitigation should be replaced by a clanification that the obligation
of companies to adopt a transition plan includes outlining implementing actions,
planned and taken. The cbligation to adopt the plan and its initial and wpdated design
remains subject to administrative supervision

Article 27(1) of Directive EU 2024/1760 requires Member States to lay down
penalties that should be “effective, proportionate and dissuasive™. Article 27(2) of that
directive requires Member States, when deciding whether to impose penalties and, if
30, when determining their nature and appropriate level, to take due account of a series
of factors that determine the gravity of the mfringement and attenuating or aggravating
circumstances. Article 27(4) of that Directive requires Member States to base amy
imposed pecundary penalties on the net worldwide tumover of the company concerned.
However, given the fact that Member States already have to take into account the
series of factors laid down in Article 27(2) of that directive, the need to base pecuniary
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penalties on the net worldwide tumover of the company concemned is superfluous.
However, to ensore a level playing field across the Union, Member States should be
prohibited from introducing in their national law a ceiling or cap for any pecundary
penalties imposed on companies under their jurisdiction that would prevent
supervisory authorities from imposing penalties in accordance with the factors laid
down in Article 27({2). Moreover, to hammonise enforcement practices across the
Union, the Commission, in collaboration with the Member States. should develop
guidelines to dssist supervisory avthorities in determining the level of penalties.

To limit possible litigation risks linked to the harmonised civil hiability regime of
Directive (EL) 2024/1760. the specific. Union-wide lability repime currently
provided for in Article 29(1) of that Directive should be removed. At the same time, as
a matter of both mtemational and Union law, Member States should be required fo
ensure that victims of adverse impacts have effective access to justice and to guarantee
their right to an effective remedy, as enshrined in Article 2(3) of the International
Covenant on Civil and Political Rights, Article 8 of the Universal Declaration of
Human Rights,  Arficle 9(3) of the Convention on Acces: to Information, Public
Participation in Decision-making and Access to Justice in Environmental Matters
{Aarhus Convention) and Article 47 of the EU Charter of Fundamental Rights.
Member States should therefore ensure that in case a company iz held liable for a
failure to comply with the due dilisence requirements laid down in Directive (ELT)
20241760, and that such failere cawsed damage, victims are able to receive full
compensation, which should be granted in accordance with the prnciples of
effectiveness and equivalence, while balancing thiz through safesvards against
overcompensation. In view of the different rules and traditions that exist at naticnal
levvel when it comes to allowing representative actions, the specific requirement in that
regard in Dhirective (ELT) 202451760 should be deleted. Furthermore, with a view fo
limit lability risk, the requirement for Member States to ensure that the hability rules
are of overriding mandatory application in cazes where the law applicable to claims to
that effect iz not the national law of the Member State 15 deleted.

Article 36(1) of Directive (EU) 2024/1760 requires the Commission to submit by no
later than 26 July 2026 a report to the European Parliament and to the Council on the
necessity of laying down additional sustainability due dilizence requirements tailored
to regulated financial undertalings with respect to the provision of financial services
and investment activities, and the opticns for such due diligence requirements and
their impacts. As that review clause does not leave any time to take into accoumnt the
experience with the newly established. general due dilizence framework, it should be
deleted.

Since the objectives of this Directive cannot be sufficiently achieved by the Member
States but can rather, by reason of the scale or effects of the action, be better achieved
at Union level, the Union may adopt measures, in accordance with the principle of
subsidiarity as set out in Asticle 5 of the Treaty on European Union In accordance
with the principle of proportionality as set out in that Article, this Directive does not
g0 beyond what is necessary in order to achieve those objectives.

Directive 2006/43/EC. Directive 2013/34/EU, Directive (ELT) 2022/2464 and Directive
(ELT) 2024/1760 should therefore be amended accordingly,



Arficle 3

Amendments to Directive (ELT) 2022/2464
In Directive (EU) 2022/2464, Article 5(2) is amended as follows:
{1} The first subparagraph 13 amended as follows:
a) point (a) is deleted;
b} point (b) is amended as follows:
1} point (i) is replaced by the following:
(1) to undertakines with more than 1000 employees on average on their
balance sheet dates and with a net tumover exceeding EUR 450 000
000 during the financial year;™;
i) point (if} is replaced by the following:
‘(i) to parent undertakings of a group with more than 1000 employees on
average on its balance sheet dates. and with 2 net tomover exceeding
EUR 450 000 000 on a consolidated basis during the financial year;’;

c)  point (c) is deleted;
(2} The third subparagraph is amended as follows:
a)  point (3) is deleted;
b)  point (b) is amended as follows:
1) point (i) is réplaced by the following:
(i) to issuers as defined in point (d) of Asticle 2(1) of Directive
2004/109/EC which are large i within the meaning of
Article 3(4) of Directive 2013/34FEU with more than 1000

employees on average on their balance sheet dates and with 2 net
turnover exceeding EUR. 430 000 000 during the financial year;™;

ii) point (i) is replaced by the following:
‘(i) to issuers as defined in point {d) of Article 2(1) of Directive
2004/109/EC which are parent undertakings of a group with more

than 1000 employees on average on itz balance zheet dates and with
a net turnover exceeding EUR 450 000 000 on a consolidated bazis

during the financial year;’;
c)  point(c) is deleted.
Article 4

Amendments to Directive (ELT) 2024/1760

Directive (ELT) 2024/1760 is amended as follows:

(1) In Article 3(1), point (n) is replaced by the following:
‘(o) ‘staleholders’ means the company’s employees, the employees of itz
subsidiaries and of its business partners, and their trade unions and workers’
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representatives, and individuals or communities whose rights or interests are or
could be directly affected by the products, services and operations of the
company, itz zobszidiaries and itz busimess pariners and the legitimate
representatives of those individuals or communities;”

Article 4 13 replaced by the following:

‘Article 4
Lewel of harmonisation

1. Without prejudice to Article 1(2) and (3), Member States zhall not introduce, in
their national Iaw, provisions within the field covered by this Directive laying
down human rights and environmental due dilisence oblizations diversing
from those laid down in Article 6, B, Article 10(1) to (3), Article 11(1) to (6)
and Article 14

2. MNotwithstanding paragraph 1, this Directive shall not preclude Member States
from- introdocing, in thetr national law, more stingent provisions diverging
from thoze laid down in provisions other than Arficle 6, B, Article 10{1) to {3},
Article 11(17 to (6} and Article 14, or provisions that are more specific in terms
of the chijective or the field covered, including by regulating specific products.
services of situations, in order to achieve a different level of protection of
buman_ employment and social rights, the environment or the climate ®

Article § 1z amended as follows:

a)  inparagraph 1. peint (b} is replaced by the following:

(b}  based on the results of the mapping as referred to tn pownt (a), carry out
and - in-depth asseszment of their own operations, those of their
subsidianes and, where related to their chaing of activities, those of their
direct business partners. in the areas where adverse impacts were
identified to be most lilkely to cccur and most severs.”;

b)  the following paragraph 2a is inserted:

‘2a. Where d company has plausible information that suggests that adverse
impacts at the level of the operations of an indirect business partner have
angen or may arize, it shall carry out an m-depth assessment The
company shall always carry out such an assessment where the indirect.
rather than direct, nature of the relationship with the business partner is
the result of an artificial arrangement that does not reflect economic
reality but points to a circumvention of paragraph 2, point (b). Where the
assessment confirms the likelihood or existence of the adverse impact, it
1z deemed to have been identified.

The first subparagraph iz without prejudice to the company considering
available information about indirect business partners and whether they
can follow the mles and principles set out in its code of conduct when
selecting a direct business partner.

Notwithstanding the first subparagraph, irrespective of whether plausible
information i3 available about indirect business partners, the compamy
shall seek contractual assurances from a direct business partner that it
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will ensure compliance with the company’s code of conduct by

establishing corresponding contractual assurances from its business

partners. Article 10(2), point (b) and (&) shall apply accordingly.’;
paragraph 4 iz replaced by the following:

‘4. Where information necessary for the in-depth assessment provided for in
paragraph 2, pomt (b), and in paragraph 2a can be obtamned from
different business pariners, the company shall priontisze requesting such
information, where reasonable, directly from the business partner or
partners where the adverse impacts are most likely to ocenr.”;

The following paragraph 5 is inserted:

‘5. Member States shall ensure that for the purposes of the mapping
provided for in paragraph 2, point (a), companies do not seek to obtain
information from direct business partners with fewer than 500 emplovees
that exceeds the information specified in the standards for voluntary use
referred to in Article 29a of Directive 2013/34/ELL

By way of derogation to the foregoing sub-paragraph. where additional
mformation 15 necessary for the purposes of the mapping provided for in
paragraph 2, point (2), in light of indications of likely adverse impacts of
because the standards do not cover gelevant impacts, and cannot
reasonably be obtamed by other means, the company may seek such
information from that business partner.’;

{4) In Article 10, paragraph 6 iz replaced by the following:

6.

Az regards potential adverse impacts as referred to in paragraph 1 that could
not be prevented or adequately mitigated by the measures set out in paragraphs
2, 4 and 5, the company shall, as a last resort. refrain from entering info new or
extending existing relations with a business partner in connection with which,
or in the chain of activities of which. the impact has arisen and shall, where the
law governing their relations so entitles them adopt and mmplement without
undue delay an enhanced prevention action plan for the specific adverse
impact provided that there iz a reasonable expectation that those efforts wall
succeed, and use or increase the company’s leverage through the suspension of
the business relationship with respect to the activities concerned. As long as
there iz a reasonable expectation that the enhanced prevention action plan will
succeed, the mere fact of continning to engagze with the business partner shall
not trigger the company’s liability.

Prior to suspending a business relationship, the company shall assess whether
the adverse impacts from doing =0 can be reasonably expected to be manifestly
more severe than the adverse impact that could not be prevented or adequately
mitizated. Should that be the case, the company shall not be requoired to
suspend the business relationship and shall be in a position to report to the
competent supervisory authority about the duly justified reasons for such
decision

Member States shall provide for an option to suspend the business relationship
in contracts governed by their laws in accordance with the first subparagraph,
except for contracts where the parties are cbliped by law to enter into them.
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Where the company decides to suspend the business relationship, it shall take
steps to prevent. mitigate of bring to an end the impacts of the suspension, shall
provide reasonable notice to the business partner concerned and shall keep that
decizion under review.

Where the company decides not to suspend the business relationship pursuant
to this Article, it shall monitor the potential adverse ipact and periodically
assess its decision and whether further appropriate measures are available.’;

In Article 11, paragraph 7 1= replaced by the following:

e

Az repards potential adverse impacts as referred to in paragraph 1 that could
not be prevented or adequately mitigated by the measures set out in paragraphs
3,3 and 6, the company =hall as a last rezort, refrain from entering into new or
extending existing relations with a business partner in connection with which,
of in the chain of activities of which, the impact has arisen and shall where the
law governing their relations so entitles them adopt and implement without
undue delay an enhanced prevention action plan for the zpecific adverse
impact provided that there iz a reasonable expectation that those efforts will
succeed, and use or increase the company’s leverage through the suspension of
the business relationship with respect to the activities concemed. As loag as
there iz a reasonable expectation that the enhanced prevention action plan will
succeed, the mere fact of continuing to engage with the business partner shall
not trigger the company’s liability.

Prior to suspending a business relationship, the company shall assess whether
the adverse impacts from doing so can be reasonably expected to be manifestly
more severe than the adverse impact that could not be prevented or adequately
mitizated. Should that be the case, the company shall not be required to
suspend the business relationship and shall be in a position to report to the
competent supervizory suthority about the duly justified reasons for such
decizion.

Member States shall provide for an option to suspend the business relationship
in contracts governed by their laws in accordance with the first subparagraph,
except for contracts where the parties are obliged by law to enter into them.
Where the company decides to suspend the business relationship, 1t shall take
ateps to prevent, mitigate of bring to an end the impacts of the suspension, shall
provide reazonable notice to the business partner concerned and shall keep that
decizion under review.

Where the company decides not to suspend the business relationship pursuant
to this Article, it shall monitor the potential adverse ipact and periodically
assess its decision and whether further appropriate measures are available.’;

InAgticle 13, paragraph 3 is amended as follows:

a)

b)

the introductory wording 1s replaced by the following:

'Consultation of relevant staleeholders shall take place at the following stages of
the due diligence process:’;

points (c) and (e) are deleted;

In Agticle 13, the second sentence is replaced by the following:
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‘Such assessments shall be bazed, where appropriate, on qualitative and quantitative
indicators and be carried out without undue delay after a significant change occurs,
but at least every 3 vears and whenever there are reasonable grounds to believe that
the measures are no longer adequate or effective or that new rizks of the occurrence
of those adverse impacts may arise.’;

in Article 19, paragraph 3 15 replaced by the following:

‘3. The guidelines referred to n paragraph 2. point (a), shall be made available by
26 July 2026, those referred to in paragraph 2. points (d) and {e), by 26 January
2027, and those referred to in paragraph 2, points (b), (f) and (g), by 26 July
TOXT:

in Article 22(1), the first subparagraph is replaced by the following:

‘Memiber States shall ensure that companies referred to in Article 2(1), points (a), (b)
and (c). and Article 2(21), poimnts (a). (b) and (c), adopt a transition plan for climate
change mitigation  including implementing actions, which aim to ensure, through
best efforts, that the business model and strategy of the company are compatible with
the transifion to a sustainable economy and with the limiting of global warming to
1.3°C in line with the Pariz Apreement and the objective of achieving climate
neutrality as established in Regulation (EU7) 202171119, mcluding its intermediate
and 2050 climate neutrality targets, and where relevant, the exposure of the company
to coal-, oil- and gas-related activities.™;

in Article 27, paragraph 4 18 replaced by the following:

‘4. The Commizsion, in collaboration with Member States, shall issue guidance to
assist supervisory authorties in determining the level of penalties in
accordance with this Article. Member States shall not set 2 maximum limit of
pecuniary penalties in their national law tranzposing thiz Directive that would
prevent supervisory authorities from imposing penalties in accordance with the
principles and factors set out in paragraphs 1 and 2.°;

Article 70 iz amended as follows:

a)  paragraph 1 iz deleted;

b)  paragraph 2 is replaced by the following:

‘2. Where a company iz held liable pursuant to national law for damage
cauzed to a natural or legal person by a fadlure to comply with the due
diligence requirements under thaz Directive, Member States shall ensure
that those persons have a right to full compensation. Full compensation
zhall not lead to overcompensation  whether by means of punitive,
multiple or other types of damages.”;

c) paragraph 3. pownt (2), first subparagraph is replaced by the following:

‘national mules on the begimming, duration suspension or intermoption of

limitation periods do not vnduly hamper the bringing of actions for damages™;

d)  paragraph 3. point (2), second subparagraph is replaced by the following:

‘the limitation period for bringing actions for damages resulting from a failure

to comply with the due dilizence requirements under this Directive shall be at

least five years’;

e)  paragraph 3. point (d) is deleted;
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f) paragraph 4 iz replaced by the following:

‘4. Companies that have participated in industry or multi-stakeholder
inihiatives, of used ndependent third-party verification or comtractual
clauzez to =upport the implementation of due diligence obligations may
nevertheleas be held liable in accordance with national law.™;

g)  paragraph 5. first subparagraph is replaced by the following:

‘The civil liability of a company for damages as referred to in this Article shall

be without prejudice to the civil Mability of ste subsidiaries or of any direct and

indirect business partners in the chain of activities of the company.’;
b} paragraph 7 is deleted.
In Article 36, paragraph 1 iz deleted.

Articls 5
Transposition

Member States shall bring into force the laws, repulations and administrative
provisions necessary to comply with this Directive by [[2 months affer enfry into

Jorce] at the latest. They shall forthwith communicate to the Commission the text of

those provisions.
When Member States adopt those provizions, they shall contain a reference to this

Directive or be accompanied by such a reference on the occasion of their official
publication. Member States shall determine how such reference is to be made.

Member States shall communicate to the Commission the text of the main provisions
of national law which they adopt in the field covered by this Directive.
Article 6

Entry into force

This Directive zhall enter into force on the twentieth day following that of its publication in
the Official Journal of the European Union.

Article 7

Addressees

Thiz Directive i1z addreszed to the Member States.

Done at Brussels,

For the European Parliament For the Council

The Presidsnt The Fresident
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