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The rapidly developing EU and national regulatory landscape related to "Environmental, 

Social and Corporate Governance" ("ESG") demands increasing transparency and 

compliance with sustainability standards, putting pressure on businesses in the EU and 

globally to enhance environmental practices, social responsibility and governance 

structures. 

Companies should align their strategies with the legislatorsô sustainability goals, as failure 

to meet these evolving standards may result in reputational damage and financial and 

administrative sanctions. Implementing sustainable business practices and integrating 

ESG considerations into decision-making processes and compliance systems becomes a 

necessity but poses tremendous operational challenges. At the same time, reporting 

requirements for ESG metrics demand robust frameworks for data collection and 

disclosure. The complexity of navigating ESG requirements in transition from soft law to 

hard law makes it more important than ever to address reputational, regulatory and civil 

law risks. 

This brochure aims to offer you insights into both the opportunities and challenges that lie 

ahead for companies, and how we can assist you in navigating and capitalizing on these 

dynamics. In doing so, this brochure focusses on the following selected areas and 

regulations, whilst there are various further regulations in this space:

Á ESG Compliance 

o German Supply Chain Due Diligence Act

o Supply Chain Due Diligence: European Perspective

o ESG Compliance Monitoring 

Á Corporate Sustainability Reporting

Á Sustainable Products Regulations

Á ESG & Real Estate

Á Green Finance

Á ESG Marketing and Combatting Greenwashing

Á Green IP

Á ESG Litigation Risks

Á Legal Tech for ESG



ESG Compliance: German Supply Chain Due 
Diligence Act 

Issues related to ESG continue to drive regulatory developments concerning supply chain compliance. 

The regulatory landscape is changing rapidly moving from a "soft law" to a "hard law" environment.

Germany is at the forefront setting high ESG compliance standards. Under the German Supply Chain 

Due Diligence Act (ñSCDDAò), companies with more than 1.000 employees must comply with 

comprehensive due diligence requirements in order to prevent, minimize, or end certain human rights 

and environmental risks or violations.

Non-compliance with these due diligence obligations under the SCDDA bears risks of severe fines of up 

to 2 percent of the worldwide annual turnover, reputational damage and claims for damages.

The EU Directive on Corporate Sustainability Due Diligence ("CS3D") will further increase supply chain 

due diligence requirements in the near future. 

Risk management and risk analysis

Á Human rights and environmental risk analysis: 

own business area and direct suppliers (+ ad-

hoc risk analysis on indirect suppliers in 

specific situations)

Á Risk weighting and prioritization

Á Appointment of a human rights officer and 

definition of responsibilities

Á Regular update and monitoring

Human Rights strategy

Á Policy statement 

Á Description of risk management

Á Expectations vis-à-vis employees and 

suppliers

ÁApplies to companies with

Á central administration, principal place of business, administrative headquarters, statutory seat or

branch office in Germany (local nexus)

ÁÓ 1,000 employees in Germany 

(including temporary workers and employees allocated abroad / attribution within affiliated

companies)

Key compliance requirements under the German SCDDA

Scope of application ïeffective 1 January 2024



Preventive measures

Á Implementation of human rights strategy in 

business processes

Á Implementation of appropriate procurement 

strategies and purchasing practices

ÁDevelopment and implementation of trainings

ÁMonitoring:

o Own business area: risk-based control 

measures

o Direct suppliers:  contractual assurances and 

control mechanisms as well as risk-based 

use

Grievance mechanism

ÁAdequate and barrier-free possibility for 

everyone to report violations

ÁDetermination and publication of rules of 

procedure

ÁProtection of confidentiality and against adverse 

consequences

Remedial actions

ÁOwn business area: violation must be terminated

ÁDirect suppliers: termination or plan to 

terminate/minimise the violation

ÁTermination of business relationship as 

ultima ratio

Key to Implementation ïESG Compliance

ÁAdapt internal risk and compliance 

management

ÁTake organizational measures and adapt 

purchasing processes

ÁAllocate responsibilities clearly

Á Implement reporting and escalation obligations

ÁContinuously raise awareness through 

communication and training

ÁEnsure proper handling of identified risks 

ÁRespond appropriately and without undue 

delay to (potential) violations

ÁCollect, analyse and document information, 

identified risks and actions taken carefully

We are advising our global clients on the implementation of and compliance with the German SCCDA, 

the EU CS3D as well as the quickly evolving ESG regulation landscape.

Á Conduct gap analyses to assess the current status of compliance and provide practical 

recommendations to meet the new standards

Á Design and update required supply chain risk management systems 

Á Develop and implement industry-specific compliance policy statements, policies and processes

Á Plan and conduct risk analyses into your supply chain and advise on preventive measures and 

remedial actions

Á Plan and conduct compliance audits into your supply chain

How we can help

Our German Core Team

Indirect suppliers

ÁReduced diligence obligations, but ad-hoc risk 

analysis required in specific situations

ÁRemedial actions in case of substantiated 

knowledge of violation

Indirect suppliers

ÁReduced diligence obligations, but ad-hoc risk 

analysis required in specific situations

ÁRemedial actions in case of substantiated 

knowledge of violation
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ESG Compliance in Supply Chains:

European Perspective
At European level, ESG regulation is becoming increasingly prominent. In recent years, the EU 

legislative bodies have adopted numerous regulations that have a significant impact on the business 

activities of both EU and non-EU companies. The Corporate Sustainability Due Diligence Directive 

(ñCS3Dò), the EU Deforestation Regulation (ñEUDRò), and the Forced Labour Import Ban (ñEUFLIBò) 

have created completely new standards in the area of supply chains and the sourcing of products and 

raw materials and the ESG regulatory landscape is evolving further. 

The aim of ESG regulation in Europe is to minimize human rights and environmental impacts and to 

avoid violations around the world. The various directives and regulations oblige companies to measure 

their organisation and their business relationships according to these objectives and require 

comprehensive supply chain due diligence to ensure compliance with the strict requirements. 

Through the large number of regulations, the different areas of application and various due diligence 

obligations, it is particularly challenging for companies to take the appropriate measures while taking 

into account activities of their business partners und interests of their stakeholders. 

Due to the threat of penalties and the risk of reputational damages in a constantly growing ESG-

guarding society, it is more important than ever for companies to follow the rules of EU ESG regulation. 

ÁSteering the course: Companies have to navigate a landscape of evolving ESG regulations across

jurisdictions

ÁEnd silo mentality: Implement an overarching ESG compliance management system comprising

various functions to effectively address various ESG compliance lenses

Á Intregration into strategy: Embedding ESG considerations into decision making processes combining

business needs with compliance requirements

ÁHolistic approach: Anticipating and adapting to new ESG reporting mandates

ÁStakeholder management: Balancing of internal and external stakeholders, e.g., regulators, workforce 

and customers

The Main Challenges 

ÁRisk assessment: Review of  business activities along the supply chain for potential adverse impacts 

for human rights or the environment

ÁPrevention: Implement appropriate measures to reduce potential adverse impacts, e.g., trainings, 

contractual provisions

ÁRemedial actions: Where actual adverse impacts occur, companies must implement measures to 

end or minimize the adverse impact for human rights or the environment

ÁMonitoring: Constant monitoring of whether measures taken are still effective or need to be changed

ÁDocumentation: Measures implemented along the supply chain must be documented diligently

Common key requirements of EU ESG landscape



Deforestation Regulation (ñEUDRò)

Key to Implementation ïESG Compliance

Á Applicable as of 30 December 2025 for operators 

and large traders

Á Product-based approach refers to commodities 

cattle, cocoa, coffee, oil palm, rubber, soya and 

wood and certain derived products

Á EUDR requires those to be (i) deforestation-free, 

(ii) compliant with relevant legislation in the country 

of production and (iii) covered by a due diligence 

statement to be placed on the EU market (or for 

export)

Á Stipulates due diligence (information collection, risk 

assessment and risk mitigation)

Á Applicable as of 2027 for the first set of EU and 

non-EU companies

Á Due diligence approach (obligation of means)

Á Refers to products and services and the chain of 

activities comprising (i) their own business area 

including certain subsidiaries and (ii) their chain of 

activities (upstream and limited downstream 

activities) until Tier-N suppliers

Á Integration of due diligence in policies and risk 

management systems 

Á Assessment and prioritisation of potential and 

actual impacts

Á Preventive and remedial measures for adverse 

(actual) impacts

Á Adequate and barrier-free possibility to everyone to 

report legitimate concerns (grievance mechanism)

ÁMonitoring and public reporting about due diligence

Á Fines and civil liability in case of non-compliance

Corporate Sustainability Due Diligence 

Directive (ñCS3Dò)

Our German Core Team

Á Adapt internal risk and compliance management

Á Take organizational measures and adapt 

purchasing processes

Á Allocate responsibilities clearly

Á Implement reporting and escalation obligations

As a global, multilingual team with access to a worldwide network of ESG experts we are advising our clients on 

the implementation of the quickly evolving EU ESG regulatory landscape. We do this through comprehensive ESG 

specialised services such as AI-driven legal tech tools and our legal expertise in all sectors, enabling us to develop 

tailored solutions for individual businesses.

ÁConduct gap analyses to assess the current status of ESG compliance and provide practical recommendations 

to meet the new standards

ÁDesign and update required supply chain risk management systems as well as industry-specific policies and 

processes

ÁPlan and conduct compliance audits, risk analyses into your supply chain and advise on preventive measures 

and remedial actions 

ÁSupport in ESG investigations and communication with authority to boards, leadership teams, regulators and 

media around the globe 

How we can help

Forced Labour Import Ban (ñEUFLIBò)

Á Applicable as of 2027 for operators

Á Product-based approach (obligation of results)

ÁOperators are prohibited to place products made 

with forced labour on the EU market or export them

Á Using a risk-based approach, the EU initiates 

product-related investigations

Á Continuously raise awareness through 

communication and training

Á Ensure proper handling of identified risks 

Á Respond appropriately and without undue delay to 

(potential) violations

Á Collect, analyse and document information, 

identified risks and actions taken carefully
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Defining the correct scope is key to appropriate 

and comprehensive ESG Compliance 

Monitoring. Defining the scope includes: 

ÁSelecting a representative sample of 

departments/legal entities 

Á Identifying all relevant ESG topics to review

ÁGerman Corporate Governance Code

-According to Principle 4 of the Code the Management has to internally monitor the

appropriateness and effectiveness of the internal control system, which includes implementing 

the companyôs ecological and social objectives

ÁGerman Supply Chain Due Diligence Act (ñSCDDAò) provides for several monitoring obligations 

-Monitoring of Risk Management

-Monitoring of effectiveness of preventive measures

-Monitoring of effectiveness of grievance mechanism

Scope of ESG Compliance Monitoring

Examples of regulatory and soft law requirements for ESG 

Compliance Monitoring

ESG requirements are increasing. Some of these requirements are based on specific legislation, others 

are based on stakeholder expectations. Not complying with these requirements can lead to fines or to 

criminal or civil corporate liability. Especially the Executive Management is at risk if it fails to set up 

procedures to ensure the implementation of the relevant ESG requirements.

One important element of ensuring the implementation of relevant ESG requirements is ESG Compliance 

Monitoring, i.e. a process which assesses whether a company with all its departments and subsidiaries is 

fulfilling the regulatory requirements and the stakeholder expectations. Such a process should be carried 

out regularly and needs to be documented to provide sufficient proof of the Executive Managementós 

oversight on ESG matters. Further, regular Compliance Monitoring supports gathering the relevant 

information within the company to ensure correct and comprehensive Corporate Sustainability Reporting 

(see also Section on Corporate Sustainability Reporting Directive (ñCSRDò)).

ESG 
Culture

Risk-
assessment

ESG Policies & 
Procedures

Training & 
Communi-

cation

ESG 
Advice

Grievance 
Mechanism

Continuous 
Improvement

ESG Compliance Monitoring



Key to Implementation ïESG Compliance Monitoring

ÁUnderstand the need for ESG Compliance 

Monitoring to ensure sufficient management 

oversight for ESG matters

ÁDefine roles and responsibilities for ESG 

Compliance  Monitor

ÁFind the correct risk-based approach (monitor 

sufficiently, but not too extensively)

We regularly carry out Compliance Monitoring in different Compliance areas and, in particular, support

in the following:

Á Identify the appropriate Compliance Monitoring scope and design a Compliance Monitoring concept 

according to the specific needs of the company

Á Carry out spot checks and interviews on all relevant Compliance Monitoring matters

Á Draft comprehensive Compliance Monitoring reports and issue legal reliance letters on the 

appropriateness and completeness of the Compliance Monitoring exercise

Á Report Compliance Monitoring Results to relevant stakeholders (inc. Executive and Supervisory 

Board)

How we can help

ÁDefine scope of activities and 

departments/entities to be monitored 

ÁDesign an appropriate and ESG Compliance 

Monitoring process

ÁDocument the ESG Compliance Monitoring 

process and results and report these to 

Management 

Our German Core Team

The aim of ESG Compliance Monitoring is to 

identify potential gaps regarding the 

implementation of ESG requirements. Effective 

ESG Compliance Monitoring should include:

ÁReview of relevant documents

Á Interviews with involved stakeholders

ÁSpot checks during onsite visits

ÁEvaluation and recommendation addressing any 

potential gaps

ESG Compliance Monitoring Methodology
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The Corporate Sustainability Reporting Directive (ñCSRDò) is fundamentally changing the requirements 

for corporate sustainability reporting. Companies must report more comprehensively and according to 

standardised criteria. In this context, the quantification of reporting content by using indicators (ñESRS 

standardsò) is intended to improve the information's measurability and comparability. 

Companies shall include in the management report information necessary to understand the 

undertakingôs impacts on sustainability matters and to understand how sustainability matters affect the 

undertakingôs development, performance and position. They need to include all of the companiesô 

activities referring to matters of sustainability in the management report, like description of the business 

model, strategy and targets related to sustainability.

Management Report

External Audits

ÁSustainability information is a mandatory part of the 

management report

ÁFacilitate access to sustainability information 

ÁSustainability reporting given the same priority as 

traditional financial reporting

ÁSustainability reporting must be externally audited 

(like financial reporting)

ÁEU-Commission defined gradual depth of audit 

standards 

ÁAt first: audit with limited assurance 

ÁThereafter: reasonable assurance audit will be 

required 

European Sustainability Reporting Standards ("ESRS")

The ESRS cover the full range of environmental, social, and governance issues. divided into two cross-cutting standards 

(ñESRS 1ò & ñESRS 2ò) and ten topical standards

Interoperability with International Sustainability Standards Board (ñISSBò) and the Global Reporting Initiative (ñGRIò)

ESRS 1 ESRS 2

ESRS E1

Climate 

Change

ESRS E2

Pollution

ESRS E4

Biodiversity

and 

Ecosystems

ESRS E5

Resource use

and Circular

Economy

ESRS E3

Water and 

Marine 

Resources

ESRS S1

Own 

Workforce

ESRS S2

Workers in the

Value Chain

ESRS S4

Consumers

and End-users

ESRS G1

Business 

Conduct

ESRS S3

Affected

Communities

These standards are sector-agnostic. Sector-specific standards are expected to be adopted until 2026.

Large EU public-interest companies with 

>500 employees (already subject to NFRD)

Other large EU companies with > 250 

employees and/or ú40 million turnover 

and/or ú20 million total assets

Small and medium-sized PIEs & small and 

non-complex credit institutions and captive 

insurance companies (opt outs available)

Non-EU parents with net sales in the EU > 

ú150 million and at least on 

subsidiary/branch in the EU

FY2024

FY2025

FY2026

FY2028

Scope of application

Corporate Sustainability Reporting



Key to Implementation ïCSRD

ÁAdapt internal reporting processes

ÁTake organizational measures 

ÁAllocate responsibilities clearly

Á Implement reporting and escalation obligations

ÁContinuously raise awareness through 

communication and training

As a global, multilingual team with access to a worldwide network we are advising our global clients on 

the implementation of the CSRD. We do this through comprehensive ESG specialised services such as 

AI-driven legal tech tools and expertise in all sectors, enabling us to develop tailored solutions for 

individual businesses.

Á Identifying which companies or groups fall within the scope of the directive

Á Establishment and preparation of a double materiality analysis

Á Support in developing a comprehensive understanding of the ESRS standards

Á Aligning risk management with sustainability strategy

How we can help

ÁDevelop a comprehensive understanding of 

ESRS standards

ÁEnsure proper handling of identified risks 

ÁCollect, analyse and document information, 

identified risks and actions taken carefully

ÁMonitor all sustainability measures 

Double materiality

ÁCompanies are obliged to report on the impact of their own business operations on people and the 

environment (inside-out) as well as on the impact of sustainability aspects on the company (outside-in)  

ÁCompanies must disclose information that is material

ÁWe are advising our global clients on the requirements applicable under CSRD. CSRD reporting and 

the execution of the materiality assessment consistent with the following multistage structure can be 

drastically simplified by efficient digital tools provided by our legal tech brand ELTEMATE.

Practical steps for the Materiality Assesment

Defining lists of topics

Stakeholder consultation

(e.g., online survey, interviews, dialogues)

Evaluation of the stakeholder consultation

Decision on material topics

Documentation in the sustainability report

Implementation of measures: Targets and 

concepts

The double-materiality assessment requires 

the company to obtain quantitative and 

qualitative inputs from a broad range of 

stakeholdersðincluding employees, 

vendors, customers, and communitiesðto 

evaluate risks and opportunities across the 

CSRD reporting topics 

Our German Core Team
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Key Impacts of ESG Product Regulations

ÁESG principles in focus of product design

ÁRe-use and recycling and recycled content 

requirements

ÁEnhanced transparency requirements through 

digital product-pass and labelling requirements

ÁExtension of producer responsibilities to full life 

cycle of products

Ecodesign for Sustainable Products Regulation (ñESPRò)

In its push for a greener economy, the EU has introduced a new Regulation on Ecodesign for 

Sustainable Products (ñESPRò) to take over from the old Ecodesign Directive as the rulebook for 

shaping eco-friendly and circular products. This updated framework empowers the EU to institute a 

comprehensive set of requirements for products entering the EU market.

ÁBroad scope covering a wide product scope beyond energy related products

ÁEcodesign: durability, reparability, energy efficiency, CO2 footprint, recyclability and recycled content

ÁDigital Product Passport bolstering end-to-end traceability throughout productsô value chain 

ÁLabelling and consumer information requirements 

ÁBan on destruction of unsold products for apparel and footwear (to be extended to other 

products)

Batteries and Waste Batteries Regulation

In a significant stride towards more sustainability, the EU Batteries Regulation replaces the old Batteries 

Directive and introduces a new framework aimed at enhancing the environmental performance of 

batteries throughout their lifecycle. The Batteries Regulation addresses manufacturers, importers, 

distributors and other economic operators and sets forth stringent requirements for the design, 

production, and disposal of industrial and consumer batteries. 

ÁRaw materials:  Supply chain due diligence obligations

ÁDesign: durability, reparability, and recyclability  - minimum recycled content thresholds for certain 

battery types

ÁProduction: CO2 footprint and Battery Management System

ÁEnd of life: Extended producer responsibility and 2nd life requirements

ÁDigital Battery Passport, labelling  and information requirements regarding battery composition 

and performance

Sustainability is more than a trend - it is a necessity. The new and constantly evolving regulations for 

more sustainable products require comprehensive adjustments to corporate strategies and processes 

along the supply chain and distribution system.

Sustainable Products Regulations



How we can help

We are advising our global clients on the requirements applicable under EU und national legislation as 

well as the quickly evolving ESG regulation landscape.

Key to Implementation ïESG Product Requirements

ÁAdapt to sustainable product design principles 

to meet evolving EU requirements

ÁMonitor laws for swift adjustments to product 

strategies

ÁEstablish a culture of ongoing evaluation and 

improvement to adapt to evolving regulations

ÁConduct regular product reviews to ensure 

compliance with evolving regulations

ÁEstablish compliance measures to identify and 

correct non-compliance areas promptly

ÁEnsure internal policies and procedures are 

updated to reflect new requirements

ÁIdentify and assess product related requirements applicable to your products

ÁProvide industry-specific expertise to align your products with evolving regulations

ÁAssistance with inquiries from business partners or authorities

ÁAllocate responsibilities in agreements with business partners

Extended Producer Responsibility Schemes

Positioned as a linchpin for the circular economy, the EU is increasingly integrating Extended Producer 

Responsibility (ñEPRò) schemes into various product-related regulations, such as the Batteries 

Regulation and the Packaging and Packaging Waste Regulation. These schemes necessitate 

manufacturers to oversee their products throughout their entire lifecycle. 

The Commission proposal for an amendment of the Waste Framework Directive aims to extend the 

responsibility of textile producers, establishing a dedicated waste textiles collection system for reuse or 

recycling, managed by an organization funded by textile producers based on the quantity and eco-

performance of their products distributed within the EU. 

These regulatory advancements herald forthcoming challenges for companies, requiring strategic 

adaptation to ensure their products align seamlessly with the evolving standards of the EU market.
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Packaging and Packaging Waste Regulation (ñPPWRò)

At the same time, with the Packaging and Packaging Waste Regulation (ñPPWRò) the EU seeks to 

establish comprehensive, cross-sector requirements governing the manufacturing, utilization, and 

recycling of packaging materials. 

ÁProhibition of environmentally harmful substances

ÁMinimization of empty packaging space

ÁRecycling, recycled content and re-use objectives for designated packaging categories.

ÁLabelling and information requirements regarding composition, recyclability, traceability 

ÁExtended Producer Responsibility
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Á Real estate transactions

Á Project development

Key Areas affected by ESG:

The European Union has already adopted a series of laws to reduce CO2 emissions in the real estate 

sector. Real estate is responsible for 40% of CO2 emissions, so a large number of regulations and 

directives have been adopted not only at the level of controlling capital flows, but also at the level of 

energy improvement of the buildings themselves, in order to reduce CO2 emissions in the long term. 

Further national and European laws are to be expected in the future. In addition to the Taxonomy 

Regulation and the Disclosure Regulation, there are now delegated regulations for all the environmental 

objectives of the Taxonomy Regulation that substantiate the environmental objectives. However, 

directives that must be implemented in national law must also be observed; one of the most prominent 

for the real estate industry is the Energy Performance of Buildings Directive. 

The ESG regulations affect the entire life cycle of real estate, i.e. from construction or revitalisation to 

ongoing operation, sustainability criteria must be observed. This affects all players in the real estate 

industry, not only property owners, but also property and asset managers, as well as users. This is 

because ESG regulation for real estate is not limited to capital market participants, but also has a direct 

impact on the product itself. The focus of ESG regulation in the real estate industry is on environmental 

sustainability, with only a small part on social and governance. 

Ultimately, everyone is affected ïlarge companies, through the reporting requirements they face 

regarding their sustainability in their management reports, since the properties they use play a decisive 

role in determining their operational CO2 emissions; SMEs, which will face the same reporting 

requirements from 2026 and 2027 respectively; investment funds, which, as capital market participants, 

are in any case subject to the Taxonomy Regulation and the Disclosure Regulation, the banks, which 

must also take into account the sustainability risks of the respective property when lending to finance it, 

the insurance companies, which must take into account environmental risks with regard to the 

insurability of the property itself, the construction industry due to increased requirements for compliance 

with ESG criteria and their documentation, etc. 

A new challenge also arises from the link between the real estate industry and the energy industry and 

the use of roofs and facades for energy generation and the obligation to use waste heat.

Á Real estate financing

Á Real estate litigation

Á Real estate regulatory

Players affected by ESG

Á Project developers

Á Property owners

Á Landlords & Tenants

Á Real estate investors

Á Real estate operators

Á Energy suppliers

ESG & Real Estate


