LEGO RESPONSE 2023_2_23

Dear B4Ukraine,

Thanks for getting in touch with the LEGO Group.

As you know, we stopped shipments into Russia in early March 2022. In July 2022, we closed our
business indefinitely and ended our partnership with Inventive Retail Group.

Throughout the war our actions have been focused on children and families impacted. Together with
the LEGO Foundation and Ole Kirk’s Fond, the LEGO Group has donated over $30M to support the
rehabilitation and rebuilding of the education system within Ukraine and the educational needs of
the children and families who have fled to neighbouring countries.

Yours sincerely
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Edward Lewin
Vice President
Government & Public Affairs

Direct +442036305970
Mobile +447774739052

E-mail edward.lewin@lego.com
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B4UKraine

Niels B. Christiansen
Chief Executive Officer
The LEGO Group
Astvej 1 7190,

Billund, Syddanmark
Denmark

RE: The LEGO Group’s business operations in Russia
January 31, 2023
Dear Mr. Christiansen,

We write to you as B4Ukraine, a coalition of Ukrainian and international civil society organizations
working to curtail the financial resources enabling the Russian invasion of Ukraine. We expect
companies to demonstrate opposition to Russia’s war of aggression, public support for the people,
democracy, and territorial integrity of Ukraine, and alignment with the UN Guiding Principles on
Business and Human Rights (UNGPs). At stake is not only the sovereignty and territorial integrity of a
democratic Ukraine, but also the continuity of the rules-based international order and the prosperity
of the global economy.

We request an urgent dialogue regarding potential inconsistencies between The LEGO Group’s
(LEGO) stated policies on human rights and the company’s ongoing business operations and
relationships in Russia that may contribute to, or be linked with, human rights harms.

We acknowledge that Lego has policies in place to guide the company toward ethical behaviour.
According to Lego’s Responsible Business Principles, LEGO is committed to the principles of the UN
Guiding Principles, the United Nations Global Compact, and its 10 fundamental values related to
Human Rights, labour standards, the environment and the fight against corruption.’ The company
reinforced this approach and its stated commitment to human rights with its Human Rights and the
Rights of Children Policy. According to the company:

“The LEGO Group supports the UNGP approach to due diligence and as such follows
guidance set out by the OECD due diligence guidance for responsible business conduct; we
recognise the need to have processes in place to identify, prevent, mitigate, and account for
how the impact on human rights is addressed.”?

In its Modern Slavery statement, the company proclaims:

“At the LEGO Group we know that every day we impact human beings around the world
through our products, operations and business partnerships. We have a responsibility to

! The LEGO Group, “Responsible Business Principles,”
https://www.lego.com/cdn/cs/sustainability/assets/blt123637cf697b8687/1023787_LEGO_Responsible_Busin

ess_Principles 130618 FINAL.pdf (accessed January 30, 2023).
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https://www.lego.com/cdn/cs/aboutus/assets/blta69c5d0342bf6011/Human _rights & the rights of children
policy.pdf (accessed January 30, 2023).
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ensure that the impact is positive and to take all the necessary steps to protect human rights
wherever we do business.”?

These commitments are reinforced in LEGO’s Sustainability Progress Report 2021, The LEGO brand
values, and other company documents.*

It has been almost one year since Russia invaded Ukraine and the devastating impacts continue to
shock the global conscience and shake the global economy. Russia is violating international
humanitarian law (IHL), including war crimes and crimes against humanity, through attacks on
civilians and civilian infrastructure (e.g., mass executions, sexual violence, torture, and forcible
transfer of civilians). More than 18,000 Ukrainians have been killed and injured and millions more
have been forced to flee their homes, creating one of the largest humanitarian and refugee crises of
modern times.

On September 21, President Vladimir Putin escalated the war by announcing a “partial mobilisation”
of the Russian population. The accompanying legislation (Article 9 of Federal Law No. 31-FZ)
mandates all organisations, including the 1,500 international companies that are currently operating
on a full or limited scale in Russia, to conduct military registration of the staff if at least one of the
employees is eligible for military service.® They must also assist with delivering the military summons
to their employees, ensure the delivery of equipment to assembly points or military units, and
provide information, buildings, communications, land plots, transport, and other material means of
support to the war effort.

This legislation entails new and significant legal risks for companies remaining in Russia, including
potential civil and criminal liability under comprehensive sanctions regimes and recent international
jurisprudence holding corporations and their officers responsible for human rights abuses abroad.®
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Companies may be exposed to financially material risks through operational restrictions, such as
limitations of future government contracts.’

In response to this unprovoked and unjustified war® many companies have left Russia. According to
the Kyiv School of Economics Institute's (KSE) #LeaveRussia company tracker, LEGO temporarily
suspended its shipments to Russia.” On March 4, the company announced it has “paused shipments
of products to Russia given the extensive disruption to the operating environment.”*° Following this,
inJuly 2022, LEGO announced that it is pulling out of Russia indefinitely and cutting off its
partnership with the local company, Inventive Retail Group, which runs the Russian stores. This
included the closure of all LEGO’s 81 stores and the ending of employment for the Russian staff.™*
Despite this, our research suggests that LEGO remains exposed to the Russian market.

On October 3, 2022, Insider reported that the Inventive Retail Group is opening 65 stores in Russia, in
place of the former LEGO businesses called ‘the World of Cubes’. While LEGO claims that it has not
exported to Russia since March, the World of Cubes website advertised a wide range of LEGO
products.” LEGO products are still widely available on the World of Cubes websites.” Further,
Russian media announced that while some of the LEGO stores in Russia have closed, the fate of the
rest is unknown. The media also notes that the Inventive Retail Group will be able to sell LEGO
products bought through parallel imports, and that only the name of the stores will have to change.*

Additionally, Russian customs data, obtained by the B4Ukraine Coalition, shows imports of LEGO
products to Russia throughout March 2022, as well as a parallel import in September, stemming from
a supplier in China.

These activities risk enabling and financing Russia’s violations of IHL and human rights law during the
ongoing invasion and occupation of Ukraine and violating LEGO’s Global Human Rights Policy and the
company’s stated commitment to abiding by the UNGPs. It remains to be seen how directly LEGO will
be impacted by the partial mobilisation and the heightened legal, regulatory, operational, and
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financial risks associated with companies being required to provide direct support to the
internationally sanctioned Russian military.

We seek to understand how LEGO has conducted and continues to conduct heightened HRDD and
how the findings of such a process has resulted in these continued business activities and
relationships. As noted by the UNGPs:

...the more severe the abuse, the more quickly the enterprise will need to see change
before it takes a decision on whether it should end the relationship. In any case, for as long
as the abuse continues and the enterprise remains in the relationship, it should be able to
demonstrate its own ongoing efforts to mitigate the impact and be prepared to accept any
consequences — reputational, financial or legal — of the continuing connection.

In consideration of the above points and B4Ukraine’s Declaration,’® we request an urgent dialogue
with LEGO'’s relevant senior management and staff to discuss the company’s ongoing activities and
relationships in Russia, associated risks to the people of Ukraine and the company, and potential
steps to prevent/mitigate these risks. Please contact B4Ukraine at contact@b4ukraine.org to
schedule a call. We kindly ask for your response by 5:00pm CET, February 14th, 2023.

Please do not hesitate to get in touch if you require any further information.

Sincerely,

The B4Ukraine Coalition
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