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	Article 13
	Article 13

	[bookmark: _GoBack]The minimum safeguards referred to in Article 3(c) shall be procedures implemented by the undertaking that is carrying out an economic activity to ensure that the principles and rights set out in the eight fundamental conventions identified in the International Labour Organisation’s declaration on Fundamental Rights and Principles at Work, namely: the right not to be subjected to forced labour, the freedom of association, workers' right to organise, the right to collective bargaining, equal remuneration for men and women workers for work of equal value, non-discrimination in opportunity and treatment with respect to employment and occupation, as well as the right not to be subjected to child labour, are observed.
	1.	The minimum safeguards referred to in Article 3(c) shall be procedures implemented by the undertaking that is carrying out an economic activity to ensure that the principles listed in Annex Ia are observed.

	
	1a.	The minimum safeguards shall be implemented, with best efforts, by the undertaking that is carrying out an economic activity.

	
	1b.	The minimum safeguards shall be consistent with the UN Guiding Principles on Business and Human Rights and the OECD Due Diligence Guidance for Responsible Business Conduct (2018), and consistent with Annex Ia. Due diligence in this context means the procedure or set of procedures undertakings carry out to identify, prevent, mitigate and account for how they address their potential and actual negative impacts on human rights, including the human rights of workers, in the context of the undertaking’s economic activity, supply chains and business relationships.

	
	1c.	The Commission shall be empowered to supplement this article by a delegated act specifying the criteria to determine whether the requirements of this Article are adhered to. When drawing up that delegated act, the Commission shall consider the principles listed in Annex Ia. The Commission shall adopt that delegated act by 31 December 2020.
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	Annex Ia

	
	1.	The following framework shall be considered for the purpose of Article 13:

	
	(a)	the principles and rights set out in the eight fundamental conventions identified in the International Labour Organisation’s declaration on Fundamental Rights and Principles at Work, namely: the right not to be subjected to forced labour, the freedom of association, workers' right to organise, the right to collective bargaining, equal remuneration for men and women workers for work of equal value, non-discrimination in opportunity and treatment with respect to employment and occupation, as well as the right not to be subjected to child labour.

	
	(b)	the International Bill of Human Rights;

	
	(c)	the Charter of Fundamental Rights of the European Union;

	
	(d)	the UN Guiding Principles on Business and Human Rights

	
	(e)	the OECD Guidelines for Multinational Enterprises;

	
	2.	The following framework shall be considered for the purpose of Article 13 where relevant and appropriate:

	
	(a)	the UN Principles for Responsible Investment - Reporting Framework,

	
	(b)	the FAO Voluntary Guidelines on the Responsible Governance of Tenure of Land, Fisheries and Forests in the Context of National Food Security,

	
	(c)	the UN Declaration on the Rights of Indigenous Peoples, 

	
	(d)	the UN Convention Concerning the Protection of the World Cultural and Natural Heritage

	
	(e)	the UN Sendai Framework for Disaster Risk Reduction 2015-2030,

	
	(f)	the Convention on Biological Diversity (CBD),

	
	(g)	the OECD Guidance – Responsible Business Conduct for Institutional Investors – Key Considerations for due diligence under the OECD Guidelines for Multinational Investors (2017),

	
	3.	The procedures referred to in Article 13(1b) shall: 

	
	(-a)	ensure sufficient integration of the identification and management of sustainability risks in the investment decision making, requiring investors to identify, prevent, mitigate and account for ESG factors;

	
	(a)	take into account the nature and scale of the undertaking's operations, supply chains and business relationships;

	
	(b)	assess and address the negative human rights impacts of the economic activity itself, as well as of the products and services used by and produced by that economic activity, in particular by considering their production, use and, where relevant, end-of-life;

	
	(c)	be in accordance with the precautionary principle and be risk-based, meaning that the level of due diligence applied should be commensurate to the severity and likelihood of the negative impacts.; the focus should be on preventing negative impact first, and when prevention is not possible, then mitigating, preventing recurrence and, where relevant, remediating impacts;

	
	(d)	be supported by relevant policies and management systems to reinforce a systematic, proactive and reactive approach to ongoing identification and management of human rights impacts;

	
	(e)	be informed by engagement with stakeholders, which includes workers and other potentially impacted individuals or groups;

	
	(f)	provide relevant information to investors and other stakeholders to enable them to assess compliance with the minimum safeguards.
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	2a.	The technical screening criteria referred to in paragraph 1 shall ensure that power generation activities that use solid fossil fuels are not considered environmentally sustainable economic activities. That technical screening criteria shall ensure that economic activities that contribute to carbon intensive lock-in effects are not considered environmentally sustainable economic activities.
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	Article 17

	Review clause
	Review clause

	1.	By 31 December 2021, and subsequently every three years thereafter, the Commission shall publish a report on the application of this Regulation. That report shall evaluate the following:
	1.	By 31 December 2021, and subsequently every three years thereafter, the Commission shall publish a report on the application and impact of this Regulation. That report shall evaluate the following:

	(a)	the progress on the implementation of this Regulation with regard to the development of technical screening criteria for environmentally sustainable economic activities;
	(a)	the progress on the implementation of this Regulation with regard to the development of technical screening criteria based on indicators for environmentally sustainable economic activities and those with negative environmental impact;

	(b)	the possible need to revise the criteria set out in this Regulation for considering an economic activity environmentally sustainable;
	(b)	the possible need to revise the criteria and the list of indicators set out in this Regulation for considering an economic activity environmentally sustainable or with negative environmental impact, to facilitate innovation and the sustainable transition;

	(c)	the appropriateness of extending the scope of this Regulation to cover other sustainability objectives, in particular social objectives;
	(c)	the steps required, and where appropriate, a legislative proposal, for extending the scope of this regulation to cover other sustainability objectives, in particular social objectives, including criteria and indicators related to corporate social responsibility and the social economy;

	
	(ca)	an assessment of the impact of the amendments to Directive 2013/34/EU of the European Parliament and of the Council1a in Article 17a;

	(d)	the use of the definition of environmentally sustainable investment in Union law, and at Member State level, including the appropriateness of setting up verification mechanism of compliance with the criteria set out in this Regulation.
	(d)	the use of the definition of environmentally sustainable investment and investments with negative environmental impact in Union law, and at Member State level, including the appropriateness of reviewing or setting up additional verification mechanism of compliance with the criteria based on indicators set out in this Regulation;

	
	(da)	the possible need to develop further the integrated reporting requirements set out in Article 17a (new) in relation to the disclosure of non-financial and diversity information by certain large undertakings and groups in accordance with Directive 2013/34/EU;

	
	(db)	the effectiveness of the taxonomy in channelling private investments into sustainable activities.

	
	1a.	By 31 December 2021, and subsequently every three years thereafter, the Commission shall review the scope of this Regulation if it creates excessive administrative burden, if the necessary data for financial market participants is insufficiently available or if the regulation is insufficiently effective to align financial flows with the EU’s sustainability objectives.

	
	1b.	6 months after entry into force of this Regulation, the Commission shall put forward a report with a plan setting out how the evaluation to cover social objectives, such as contributing to tackling inequality, fostering social cohesion, social integration and labour relations, or investment in human capital or economically or socially disadvantaged communities is prepared.


	2.	The report shall be sent to the European Parliament and to the Council. The Commission shall make accompanying proposals where appropriate.
	2.	The reports shall be sent to the European Parliament and to the Council. The Commission shall make accompanying legislative proposals where appropriate.

	
	

	
	1a	Directive 2013/34/EU of the European Parliament and of the Council of 26 June 2013 on the annual financial statements, consolidated financial statements and related reports of certain types of undertakings, amending Directive 2006/43/EC of the European Parliament and of the Council and repealing Council Directives 78/660/EEC and 83/349/EEC (OJ L 182, 29.6.2013, p. 19).
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	Article 17a
Amendments to Directive 2013/34/EU

	
	Directive 2013/34/EU is amended as follows:

	
	(1)	in point (e) of Article 19(2), point (ii) is replaced by the following:

	ii)	the undertaking's exposure to price risk, credit risk, liquidity risk and cash flow risk.
	‘(ii)	the undertaking's exposure to price risk, credit risk, liquidity risk, cash flow risk and ESG risks;’;

	
	(2)	in Article 19(2) the following points are added:

	
	‘(ea)	the performance measured against sustainability indicators relevant to the particular business and industry, based on a list of harmonised sustainability indicators to be developed and updated by the Commission, in coherence with Regulation (EU) .../... of the European Parliament and of the Council [OJ: Please insert reference to Regulation on the establishments of a framework to facilitate sustainable investment];

	
	(eb)	scope 1, scope 2 and scope 3 emissions;

	
	(ec)	the undertakings performance under (g) against Union climate objectives, holding the increase in the global average temperature well below 2°C and pursuing efforts to limit it to 1.5°C above pre-industrial levels, as laid down the Paris Agreement;

	
	(ed)	the proportion of the undertakings turnover that is generated by economic activities which meet the technical screening criteria under Article 3 of Regulation (EU) .../... [OJ: Please insert reference to Regulation on the establishments of a framework to facilitate sustainable investment];

	
	(ee)	the proportion of the undertakings turnover that is generated by economic activities which meet the technical screening criteria under Article 3a of Regulation (EU) .../... [OJ: insert reference to the proposal for a regulation of the European Parliament and of the Council on the establishment of a framework to facilitate sustainable investment].’;

	
	(3)	in Article 20(1), point (c) is replaced by the following:

	(c)	a description of the main features of the undertaking's internal control and risk management systems in relation to the financial reporting process;
	‘(c)	a description of the main features of the undertaking's internal control and risk management systems in relation to the financial and sustainability reporting process;’;

	
	(4)	Article 20(3) is replaced by the following:

	3.	The statutory auditor or audit firm shall express an opinion in accordance with the second subparagraph of Article 34(1) regarding information prepared under points (c) and (d) of paragraph 1 of this Article and shall check that the information referred to in points (a), (b), (e) and (f) of paragraph 1 of this Article has been provided.
	‘3.	The statutory auditor or audit firm shall express an opinion in accordance with the second subparagraph of Article 34(1) regarding information prepared under points (c) and (d) of paragraph 1 of this Article and under Article 19(2) and shall check that the information referred to in points (a), (b), (e) and (f) of paragraph 1 of this Article has been provided.’.
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	Text proposed by the Commission
	Amendment

	(21)	Recalling the joint commitment of the European Parliament, the Council and the Commission to pursue the principles enshrined in the European Pillar of Social Rights in support of sustainable and inclusive growth and recognising the relevance of international minimum human and labour rights and standards, compliance with minimum safeguards should be a condition for economic activities to qualify as environmentally sustainable. For that reason economic activities should only qualify as environmentally sustainable where they are carried out observing the International Labour Organisation’s (‘ILO’) declaration on Fundamental Rights and Principles at Work and the eight ILO core conventions. The ILO core conventions define human and labour rights that companies are due to respect. Several of these international standards are also enshrined the Charter of Fundamental Rights of the European Union, in particular the prohibition of slavery and forced labour and the principle of non-discrimination. Those minimum safeguards are without prejudice to the application of more stringent requirements on environment, health and safety and social sustainability set out in Union law, where applicable.
	(21)	Recalling the joint commitment of the European Parliament, the Council and the Commission to pursue the principles enshrined in the European Pillar of Social Rights in support of sustainable and inclusive growth and recognising the relevance of international minimum human and labour rights and standards, compliance with minimum safeguards should be a condition for economic activities to qualify as environmentally sustainable. For that reason economic activities should only qualify as environmentally sustainable where they are carried out observing the International Labour Organisation’s (‘ILO’) declaration on Fundamental Rights and Principles at Work and the eight ILO core conventions, as well as in observance of the International Bill of Human Rights, the Charter of Fundamental Rights of the European Union, the United Nations Declaration on the Rights of Indigenous Peoples (UNDRIP), the UN Convention Concerning the Protection of the World Cultural and Natural Heritage, the UN Guiding Principles on Business and Human Rights and the OECD Guidelines on Multinational Enterprises and the United Nations Principles for Responsible Investment. Investors should also take into account the OECD Due Diligence Guidance for Responsible Business Conduct (2018). Due diligence in this context means the procedures undertakings carry out to identify, prevent, mitigate and account for sustainability risks as defined in Regulation (EU) .../... [OJ insert reference to Regulation on disclosures relating to sustainable investments and sustainability risks and its Annex I ]. The ILO core conventions define human and labour rights that companies are due to respect. Several of these international standards are also enshrined the Charter of Fundamental Rights of the European Union, in particular the prohibition of slavery and forced labour and the principle of non-discrimination. Those minimum safeguards are without prejudice to the application of more stringent requirements on environment, health and safety and social sustainability set out in Union law, where applicable.
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	(24)	An economic activity should not be considered environmentally sustainable if it causes more harm to the environment than the benefits it brings. The technical screening criteria should identify the minimum requirements necessary to avoid a significant harm to other objectives. When establishing and updating the technical screening criteria, the Commission should ensure that those criteria are based on available scientific evidence and are updated regularly. Where scientific evaluation does not allow for the risk to be determined with sufficient certainty, the precautionary principle should apply, in line with Article 191 TFEU.
	(24)	An economic activity should not be considered environmentally sustainable if it does not bring about a net benefit and it should also not significantly harm any of the other environmental objectives. The technical screening criteria based on harmonised indicators should identify the minimum requirements necessary to avoid a significant harm to other objectives and the assessment of the negative impact. When establishing and updating the technical screening criteria and harmonised indicators, the Commission should ensure that those criteria and indicators reasonable, proportionate and are based on available scientific evidence, are updated regularly and take account of the whole value chain and the life cycle of technologies. It should also ensure that they are updated regularly. Where scientific evaluation does not allow for the risk to be determined with sufficient certainty, the precautionary principle should apply, in line with Article 191 TFEU.
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