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A. Introduction

The European Green Deal is a strategy pa-
per of the European Commission, chaired
by Ursula von der Leyen, which was pre-
sented in December 2019. It consists of a
complex web of new and revised Regula-
tions and Directives, with the goal of mak-
ing Europe the world's first climate-neutral
continent by the year 2050. The Green
Deal is to form the basis for numerous bind-
ing legal acts. As an interim step, the EU has
set the goal of cutting emissions by at least
55% from 1990 levels by 2030, with its "Fit
for 55" package. This package, introduced
in 2021, includes numerous proposals for
changes in EU law.

As a "strategy," the Green Deal's legal sta-
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Figure 1: A selection of key projects in the Green
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tus is lower than that of a recommendation
or opinion in accordance with Article 288
TFEU, and itis therefore not legally binding.
However, the European Climate Law, a
Regulation (2021/1119) which is binding for
all EU member states, was adopted by the

European Parliament on 24 June 2021, and
this legislation sets a binding goal of
achieving climate neutrality by 2050. This
goal is understood to mean no net green-
house gas emissions as of 2050 and decou-
pling economic growth from resource use.

Goals of the Green Deal are:

e making the EU climate-neutral by
2050;

e transforming the economy and so-
ciety;

e making transportation sustainable
for everyone;

o facilitating a third industrial revolu-
tion, built on green technologies
and products;

e creating a clean energy system;

e renovating buildings;

e advancing environmental protec-
tion;

e boosting global climate action; and

e decoupling economic growth from
resource use.

B. Implementation of the Green
Deal; Overview of Legal Acts
(Selection)

How far along is implementation of
the Green Deal?

The EU has already taken numerous
measures to implement individual compo-
nents of the Green Deal, and a large num-
ber of legal acts are currently undergoing
revision. An overview of legislation on the
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Green Deal can be found here. Some Green
Deal legislation in the sphere of agriculture
has been temporarily postponed because
of the war in Ukraine.

I. The "Fit for 55" Package

"Fit for 55" is a package of proposed legis-
lation which is designed to help the EU
achieve its climate targets by 2030 and
thus to facilitate realization of the Green
Deal. In speaking of EU legislation, itis nec-
essary to distinguish between Regulations
and Directives. Regulations apply directly
in all EU member states, while Directive
must first be implemented into national law
by the various member states, so that it is
usually some time before they take binding
effect. A period for implementation is setin
each individual case, and is usually about
two years. An overview of the proposed
and revised legislation is provided below.

1. Emissions

Revision of existing rules

The package proposes tightening emis-
sions trading in the aviation sector and ex-
tending the emissions trading system to
maritime and road transport, as well as to
the real estate sector. The European Parlia-
ment and the member states agreed on a
proposal towards the end of 2022, but this
proposal has yet to be adopted by the Par-
liament and the Council.

The Regulation on land use, land use
change and forestry is also being revised. In
the course of this process, the Commission
published a Proposal for a new Regulation
on 14 July 2021. The main goal of the legis-
lation is to reduce greenhouse gas emis-
sions so that they no longer exceed green-
house gas removals. The proposal calls for
increasing carbon sequestration by Eu-
rope's forests, moors and grasslands by
15% over current levels.

The Effort Sharing Regulation contains
rules for emissions which are not covered
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by the European emissions trading system
or other EU regulations, such as building
heating, agriculture, waste management
and road traffic, which member states are
required to reduce on their own. In particu-
lar, it is designed to ensure that all EU mem-
ber states make an equal contribution to-
wards protecting the environment in the
EU. National burdens are to be shared so
that emissions reduction targets will apply
for each member state based on its per
capita GDP. The Commission presented a
proposal for revision of the Regulation on
14 July 2021. It includes more ambitious
sustainability targets as well as changes
with regard to how member states can take
advantage of the flexibilities available to
them.

Also on 14 July 2021, the Commission pre-
sented a proposal for a revised Energy Tax-
ation Directive, under which energy taxa-
tion will no longer be based on volume, but
rather on energy content and eco-friendli-
ness. Stronger incentives will be created to
reduce greenhouse gas emissions. To this
end, energy products will be divided into
categories based on their environmental
performance: fossil fuels will be taxed at
the highest rates and sustainable fuels at a
much lower rate. In addition, the scope of
the Directive will be extended so as to in-
clude forms of energy which were not pre-
viously covered by the Directive.

Directive 2010/75 on industrial emissions,
enacted in 2010, is now to be revised in line
with the new climate targets. For this pur-
pose, the Commission published a proposal
for amendment of the Directive on 5 April
2022, with the object of minimizing pollu-
tion from industrial emissions. About
52,000 industrial and intensive farming in-
stallations with significant contributions to
environmental pollution currently fall within
the scope of the Directive. The revision is
designed to make the Directive more effec-
tive by increasing public transparency, pro-
moting innovative technologies and
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extending its scope to include additional
activities in the agricultural and industrial
sectors. For example, the treatment of in-
dustrial minerals such as gypsum and
graphite and ores such as lead, cobalt, cop-
per and lithium will fall within the scope of
the |IE Directive. Also of extreme relevance
is the fact that the scope will be extended
to include battery manufacturing installa-
tions, so that the manufacture of lithium ion
batteries will also be covered by the Di-
rective. The proposal also requires opera-
tors to establish an environmental manage-
ment system in order to improve the envi-
ronmental performance of their installa-
tions by avoiding waste and optimizing re-
source use. It also calls for the imposition of
fines in case of violations, the amount of
which will depend on the operator's annual
revenues. The proposal is currently being
discussed in the European Parliament and
the Council. It is not yet foreseeable when
it will be adopted. The implementation pe-
riod will be 18 months. However, industrial
companies will have 4 years to comply with
the new regulations, and livestock installa-
tions will have 3 years.

New regulations

The reason behind the proposal of a new
Regulation establishing a carbon border
adjustment mechanism is the need to coun-
teract the risk that companies will try to
outsource their carbon emissions in an ef-
fort to evade the EU's new sustainability re-
quirements by shifting production to coun-
tries where emissions requirements are not
as strict. The proposal therefore aims to
align the carbon price for domestic prod-
ucts and imports by creating an effective
carbon pricing system. This system is to be
designed in such a way as to create an in-
centive for non-EU countries to adopt car-
bon pricing while at the same time avoiding
adverse consequences in the EU market.
The carbon border adjustment mechanism
is to begin with the manufacture and import
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of cement, steel and aluminum, and with
the generation of electricity. It will also
cover nitrous oxide emissions arising from
the manufacture of certain chemicals. The
Regulation is still being drafted at the mo-
ment and has been the subject of contro-
versial discussion, particularly with regard
to its feasibility. Accordingly, the mecha-
nism will be introduced only after consider-
able delay, beginning in 2026 and then
piece-by-piece through 2036.

2. Clean Energy

Revision of existing requlations

The Renewable Energy Directive originally
set the target of raising the share of energy
coming from renewable sources to at least
32% by 2030. The proposed amendment to
this Directive raises the minimum share of
energy consumption which is to come from
renewable energy sources even further, to
38-40%, and lays down rules for specific
sectors: the construction and industrial
sectors, as well as transportation, (district)
heating and cooling. It has since passed its
first reading in the European Parliament.

The revision of the Energy Efficiency Di-
rective (EED) is designed to improve the
energy efficiency of new and existing prop-
erties.

3. Transportation & Automotive

Revision of existing requlations

With the revision of the Alternative Fuels
Infrastructure Directive (AFID), the EU aims
to extend the public charging and fueling
infrastructure for renewable fuels and facil-
itate the transition towards zero-emissions
vehicles.

The revision of Regulation 2019/631 on
emissions standards for passenger cars and
light commercial vehicles will lay down
much stricter rules. As of 2030, much
stricter emissions limits will take effect:
from that point on, emissions limits for new
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cars will be reduced by 55% from 2021 lev-
els, and all vehicles registered as of 2035
must be emission-free.

New regulations

In response to Russia's invasion of Ukraine,
the EU has presented the REPowerEU strat-
egy, which aims to break the EU's depend-
ence on Russian fossil fuels by 2030. This
will be accomplished by cutting energy
consumption, boosting production of clean
energy and diversifying the supply of en-
ergy in the EU.

The ReFuelEU Aviation initiative aims to
stimulate competition with regard to sus-
tainable aviation fuels in the EU. Likewise,
the FuelEUMaritime initiative aims to cre-
ate incentives for use of sustainable fuels in
the maritime sector.

4. Biodiversity

The EU's forest strategy is based on the bi-
odiversity strategy for 2030. It aims to pro-
tect biological diversity and ecosystems,
reduce air, water and soil pollution, ensure
more sustainable handling of waste and
promote the transition to a circular econ-
omy. Under the EU's forest strategy for
2030, forests are to be protected as valua-
ble ecosystems and the quality and quan-
tity of forests in the EU are to be improved.
The strategy focuses primarily on forests,
and seeks to promote reforestation. In par-
ticular, methods of management are to be
adopted in order to make forests more re-
sistant to the extreme weather conditions
brought about by climate change. Another
area of focus is the use of timber and pro-
moting the use of durable wood products
which may be able to replace products
which are derived from fossil-based re-
sources. Additional measures aim to pro-
mote ecotourism, establish payment sys-
tems for ecosystem services and ensure
climate-efficient agriculture. In conjunction
with the Sustainable Product Initiative
(SPI), the strategy also seeks to promote
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the reuse of wood-based products so as to
avoid harvesting more timber.

The EU also aims to prevent further dam-
age to the environment from deforestation
and to make the European economy as cli-
mate-neutral and eco-friendly as possible.
To this end, rules will be adopted specify-
ing that products can only be supplied to
the market in the future if their raw materi-
als were obtained legally and if they origi-
nate from supply chains which are not
based on deforestation. In order to accom-
plish this purpose, the European Commis-
sion published a proposal for a new Regu-
lation on 17 November 2021. Once it takes
effect, the new Regulation will replace the
EU Timber Regulation (EU) 995/2010
(EUTR), which currently regulates only tim-
ber and timber products. The proposed
Regulation will cover six relevant commod-
ities: coffee, cocoa, palm oil, soy, cattle and
wood, in addition to "relevant products,”
i.e. i.e. those which contain or are manufac-
tured with the relevant commodities, such
as e.g. chocolate, furniture and leather
products, such as shoes and belts. Under
the proposed Regulation, these commodi-
ties may only be supplied on the market in
the EU if they originate from supply chains
which are free from deforestation and if an
appropriate declaration is issued confirm-
ing compliance with the provisions of the
Regulation.

Towards the end of June 2022, a proposal
for a Nature Restoration Regulation was
presented for the first time. This proposal
aims to restore damaged ecosystems and
make them more resistant to climate
change. This is to be accomplished e.g.
through mixed reforestation of monocul-
ture plantations, greening up cities, build-
ings and infrastructure and reduced use of
pesticides.
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5. Circular Economy

The EU hopes to play a leading role with re-
gard to establishing a circular economy. To
this end, it published the Circular Economy
Action Plan in March 2020, with the object
of promoting sustainable products and cre-
ating a new product standard in the EU. The
EU's Sustainable Product Initiative (SPI)
aims to rectify deficiencies in European re-
source and value chains and promote cli-
mate neutrality. The focus is currently on
product groups with a high environmental
impact. The following principles may help
with the preparations for and implementa-
tion of a circular economy:

1) Rethinking products and their pro-
duction process

2) Revising and adapting product de-
sign, as this is where the greatest
potential lies

3) Can the life of the product be ex-
tended by adding new uses?

4) Creating improved opportunities to
repair products

5) Introducing a right to repair/take-
back at the end of a product's life
cycle

6) If repairis out of the question: recy-
cling and reconditioning of the
product's components

7) Recovering products in order to en-
sure their continued usability.
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New regulations are to be expected in the
following areas with the aim of promoting a
circular economy:

Elektronics & Batteries & Packaging &

ICT vehicles pleastics

Construction & Food, water and

Tellze buildings nutrients

Figure 3: The sectors which will be the focus of a cir-
cular economy © reuschlaw, 2023

Furniture and intermediate products such
as steel, cement and chemicals are also of
great relevance. There is considerable po-
tential for conservation of materials in the
production process, facilitating the realiza-
tion of a circular economy.

a) Electronics & ICT

The electronics sector has one of the fast-
est-growing waste streams in the EU. With
this in mind, efforts will be made to extend
product life by making products easier to
repair. There are also plans to implement a
right to repair and to require manufacturers
to update obsolete software. Regulatory
measures for charging equipment will be
designed to decouple the purchase of
chargers from the purchase of new de-
vices. Consideration will be given to an EU-
wide takeback scheme for old electrical
devices. The Commission will also consider
rules to restrict the use of hazardous sub-
stances in electronic equipment. This will
go together with a revision of the Waste
Electrical and Electronic Equipment
(WEEE) Directive. In line with the SPI, this
Directive will now be replaced by a Regu-
lation which will be designed to prevent the
accumulation of waste electrical and elec-
tronic equipment and to promote recycling.
Waste equipment will now be divided into
various categories, EU member states will
be required to meet minimum collection
rates each year and private households as
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well as distributors will be allowed to return
products free of charge.

b) Batteries and vehicles

Sustainable batteries and electrical vehi-
cles are of great relevance for the mobility
of the future. Accordingly, the circular po-
tential of all batteries is to be increased, to
which end measures are being planned to
boost recycling rates and ensure the recov-
ery of valuable materials. In the long run,
use of non-rechargeable batteries will be
discontinued and, when procuring the nec-
essary raw materials, consideration will be
given to ethical aspects and the security of
supply. In addition, new transparency re-
quirements will be established for batteries
e.g. with regard to the carbon footprint of
battery manufacturing. There are also plans
to introduce a right to repair for electronics
as well.

This right to repair will serve to extend
product life and reduce packaging waste.
Various options are possible in this regard.
For example, a right to repair can be estab-
lished for the duration of the statutory war-
ranty period, or arrangements can be made
for consumers to repair products them-
selves. EU contract law, as currently formu-
lated, requires manufacturers to repair de-
fective products. The new Eco-Design
Regulation will also require manufacturers
to make spare parts available for certain
products for a defined period. Additional
regulations with regard to design require-
ments for electronic devices and improve-
ments to the economic environment for re-
pairs will also have to be kept in mind. It re-
mains to be seen how the right to repair will
be structured and implemented. On the
one hand, consideration will be given to re-
moving obstacles to repair and making it
easier for laymen to make repairs by giving
them access to spare parts and repair man-
uals. But on the other hand, professional re-
pairs offer greater safety and greater pro-
tection for companies' intellectual prop-
erty.
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In this context, the new German Electrical
and Electronic Equipment Act took effect
on 1 January 2022, which includes provi-
sions requiring a takeback scheme in the
B2B market from 1 July 2022, as well as
more extensive takeback requirements for
old electrical devices. In the course of the
year 2023, a EU Battery Regulation will re-
place the existing Battery Directive, with
the aim of extending battery life and dura-
bility and focusing for the first time on the
use of second-life batteries.

c¢) Packaging and plastics

The requirements for packaging in the EU
market will be reviewed and gradually
tightened. The primary focus will be to cre-
ate packaging which is reusable, recyclable
and less complex, in order to conserve
packaging materials. With consumption of
plastics expected to grow at a rapid pace,
the EU plans to implement regulations
which are designed to reduce plastic
waste, restrict intentionally added micro-
plastics, and develop methods of measur-
ing the unintentional release of microplas-
tics from tires and textiles. In addition,
some changes to the German Packaging
Act took effect on 1 January 2022, includ-
ing an extension of the deposit obligation
for single-use beverage packaging. New
registration requirements took effect in
July 2022 for those placing packaging on
the market. From now on, they must be en-
tered in the LUCID packaging register.
Moreover, platforms and fulfillment service
providers will only be able to offer goods
from dealers who are registered in LUCID.
In addition, all industrial batteries will have
to be rechargeable as of July 2024.

New regulations have been adopted with a
view towards raising quality standards for
plastics and ensuring that all plastic pack-
aging will be fully recyclable by 2030. A
new strategy for textile waste was intro-
duced in March 2022, with the aim of mak-
ing textiles more durable and longer-last-
ing. Rules requiring the separate collection
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of textile waste as of 2025 have been
adopted as far back as 2018, in the Waste
Directive.

Directive 2019/904 on reduction of the im-
pact of certain plastic products on the en-
vironment will now be extended, with a fo-
cus on minimizing the impact on the mari-
time environment. The Commission's at-
tention will be concentrated primarily on
securing reductions in single-use plastic
products.

d) The Eco-Design Regulation (SPI)

The Proposal for a Regulation establishing
a framework for setting eco-design re-
quirements for sustainable products, which
repeals the existing Eco-Design Directive,
lays down eco-design requirements which
products must satisfy before they can be
placed on the market or put into service,
with a view towards reducing the products’
environmental impact. For the first time,
the Proposal establishes concrete require-
ments for a digital product passport, which
e.g. provides for the setting of mandatory
green public procurement criteria and "cre-
ates a framework to prevent unsold con-
sumer products from being destroyed."

The new Regulation applies to all physical
products which have been placed on the
market or put into service, including com-
ponents and intermediate products. Ex-
cluded from its scope are food, feed, hu-
man and veterinary medicinal products, liv-
ing plants, animals and micro-organisms,
products of human origin and products of
plants and animals relating directly to their
future reproduction. The products within
the scope of the Regulation must meet the
criteria, otherwise they cannot be placed
on the market or put into service in the EU.

In addition to the requirements defined in
the Regulation, the Commission may define
further requirements by way of delegated
acts, which would add new eco-design re-
quirements for specific product groups.
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The determination will be made with a view
towards improving the following product
aspects (selection):

Durability [l Reliability W Reusability Upgirfydab"

Figure 4: Eco-design requirements © reuschlaw,
2023

The requirements may not have a negative
impact on the functionality of the product
from the user's perspective or make the
product "significantly" more expensive.

The Commission will define performance
requirements for the various product as-
pects, some of which are listed above, e.g.
by specifying minimum or maximum levels
forindividual parameters. Products will also
have to meet "information requirements,"
which will be defined by the Commission
as well. These are to consist of the require-
ments with regard to product passport, at a
minimum, and are to enable the tracking of
all substances of concern throughout the
life cycles of products. Substance of con-
cern is defined in the traditional sense,
meaning substances covered by Article 57
of the REACH Regulation and Annex VI
Part 3 of the CLP Regulation. However, the
definition also includes any substance
which "negatively affects the re-use and re-
cycling of materials in the product in which
it is present."

Period

The Commission will follow the working
plan for eco-design for the years 2022-
2024, i.e. it will continue to review existing
regulations which can be expected to yield
additional energy savings and environmen-
tal benefits. After this period, the Eco-De-
sign Regulation will enter into sole effect,
but it will be based on the product groups
existing at that time and their specific re-
quirements.

Digital product passport
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A digital product passport is an available
set of data about the product, the content
of which is defined by the EU Commission
in accordance with the Eco-Design Regula-
tion. It may include information about per-
formance parameters and information for
consumers and other end users with regard
to installation, use, maintenance and repair,
as well as information for treatment facili-
ties on disassembly, recycling or disposal at
the end of the product's life cycle. It may
alsoinclude e.g. a unique product identifier,
user manuals and instructions for use and
information about the product's importer
and the person responsible for product
safety. Additional information may also be
provided by the manufacturer on a volun-
tary basis.

The product passport must be affixed to
the product itself, or to its packaging or ac-
companying documents. In practice, com-
panies may be able to place a QR code on
the product which can be scanned in order
to access the necessary information digi-
tally. Those placing products on the market
must provide their dealers with a digital
copy of the passport so that customers can
access the information in the passport
without physical contact. Moreover, with a
view towards protecting the integrity of the
passports, the Commission will maintain a
product passport registry, which will in-
clude at least the unique product identifiers
and the associated product passports.

The Proposals calls for a conformity assess-
ment procedure in order to ensure compli-
ance, supplemented by numerous require-
ments for continuing review.

e) Chemicals

In April 2022, as part of its chemicals strat-
egy for sustainability, the Commission pub-
lished its road map for revision of the
REACH Regulation. The REACH Regulation
lays down rules e.g. for the evaluation, au-
thorization and registration of chemical
substances in the EU. This Regulation must
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now be brought into line with the sustaina-
bility requirements. The approach which is
followed in terms of legal requirements for
products is "one substance — one assess-
ment," so that only one assessment is per-
formed for each substance. As part of the
revision process, the Commission is con-
sidering new requirements for the assess-
ment of substances, a new division of labor
for agencies and new information require-
ments for manufacturers and importers.
Drastic changes to the system are also be-
ing discussed. A Commission proposal for
implementation of these changes should be
available by the end of 2022. The intent is
to ensure a unified and transparent regula-
tory framework for chemicals law in the EU.
It remains to be seen whether the changes
can be incorporated into the existing regu-
latory framework in a consistent manner.

The CLP (Classification, Labelling and
Packaging) Regulation of 2009, which lays
down rules for the classification, labelling
and packaging of substances and mixtures,
remains under scrutiny. This Regulation is
also expected to undergo revision, particu-
larly with respect to harmonized classifica-
tion and labelling requirements (e.g. fold-
out labels). A distinction is made in this re-
gard between the (official) harmonized
classification and self-classification by the
manufacturer/importer. Changes may also
include the addition of new hazard classes
and adaptations to online sales, as well as
enabling multi-lingual labels. Consideration
is also being given to reshaping the material
scope of the Regulation and developing
new assessment criteria for mixtures, as
well as endocrine disruptors.

6. Supply Chains

The Act on Due Diligence on the Supply
Chain

The Act on Due Diligence in the Supply
Chain, which applies in addition to the
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EUTR, took effect on 1 January 2023 and
requires companies to protect human
rights all along their supply chain. The com-
petent authorities will receive appropriate
authority to enforce compliance with the
due diligence requirements. The Act re-
quires compliance with standardized due
diligence requirements, such as e.g. setting
up a risk management system and estab-
lishing internal preventive measures for
compliance with due diligence require-
ments, as well as clear consequences for
violations of the rules and corresponding
documentation requirements. However,
the Act does not require companies to
achieve a specific result or establish war-
ranty liability for companies. Moreover, the
due diligence requirements will be applied
to companies and branch offices in stag-
gered fashion: as of 1January 2023, the Act
will apply to companies based in Germany
with 3,000 or more employees; as of 1Jan-
uary 2024, the scope of the Act will be ex-
tended to include companies with 1,000 or
more employees.

Corporate Sustainability Due Diligence
Directive/DIRECTIVE (EU) 2022/2464

On 14 December 2022, the EU adopted Di-
rective 2022/2564 on corporate sustaina-
bility reporting, which lays down specific
reporting and notification requirements for
enterprises of various sizes and origins. For
example, companies are required to pro-
vide information about use of marine re-
sources and about how their business rela-
tions affect biodiversity and fairness. The
scope of the Directive will gradually be ex-
tended to include all limited-liability and
publicly traded companies.

7. Sustainable Finances

The InvestEU program aims to secure the
long-term financing necessary to achieve
the EU's climate targets and to promote pri-
vate and public investment.

The Taxonomy Regulation
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In the world of investment as well, aspects
of sustainability are increasingly coming
into focus. The Taxonomy Regulation of 18
June 2020 introduces a unified classifica-
tion system for sustainable investment,
with the object of preventing greenwash-
ing and promoting transparency. A classifi-
cation as "sustainable" is possible only if
one of the following aspects is demonstra-
bly supported:

1. climate change mitigation;

2. climate change adaptation;

3. sustainable use of resources;
4. transition to a circular economy;
5. pollution prevention and control;

6. protection and restoration of biodi-
versity and ecosystems.

The goal is to promote private investment
in sustainable projects. The text of the Reg-
ulations calls for more extensive reporting
requirements in accordance with §§ 289b
and 315 Il of the German Commercial Code
and Articles 19a and 29a of Directive
2013/34/EU. The Regulation also lays
down rules for the disclosure of revenues
earned from environmentally sustainable
products or services. Companies must also
disclose the proportion of capital and oper-
ating expenditures which are associated
with these activities. Starting in reporting
year 2022, companies are also required to
provide information about sustainable use
of water and marine resources, the transi-
tion to a circular economy, pollution pre-
vention and control and the restoration of
biodiversity and ecosystems.

Il. Impact on Companies

It is not yet possible to conclusively assess
the consequences for companies, since
they may vary considerably depending on
the company's sector, portfolio, supply
chain and business model. However, com-
panies in all sectors will have to make
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sustained investments in green technolo-
gies in order to boost efficiency, promote
recycling and improve the durability of
their products. This will change the whole
market, but will also promote new innova-
tions in the value chain. It is generally evi-
dent that carbon pricing will have the effect
of raising the cost of energy, and therefore
production costs as well, especially for car-
bon-intensive production processes. While
the added costs can be passed on to other
companies in the supply chain, the likely ef-
fect will be to raise prices across the entire
industry. The Eco-Design Regulation and
the digital product passport are also ex-
pected to have far-reaching consequences,
as companies will be required to adapt their
product designs to conform with the pro-
posed requirements for sustainable prod-
ucts, particularly recyclability. The digital
product passport involves extensive docu-
mentation and transparency requirements,
so that internal processes will have to be
implemented in order to comply with the
new information requirements. Companies
will also have to satisfy more extensive CSR
requirements, as well as due diligence re-
quirements in accordance with the Act on
Due Diligence in the Supply Chain. The
stricter regulations with regard to air qual-
ity and with regard to soil and water must
also be kept in mind. For this reason, the
circular economy action plan is of particu-
lar importance for companies. The question
is whether companies will be able to remain
competitive in light of these changes. Sec-
tors which manufacture and process re-
source- and energy-intensive products will
be heavily affected by the Green Deal,
while sustainably oriented companies will
benefit from the changes, as will compa-
nies which provide environmental and en-
ergy services. The proposed sustainability
requirements may have the effect of fur-
ther strengthening the already strong role
played by German companies in the sphere
of climate and environmental protection.
Protection of the environment is also
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growing in importance before the courts: in
the future, corporate executives may be
held directly liable for damages of this kind.
The EU's individual strategies are being im-
plemented in a gradual manner, so that the
current state of affairs must be kept in
mind. For example, some of the proposed
changes could be pursued early and com-
panies can make internal preparations for
implementation of the changes, e.g. by
adopting an appropriate strategic align-
ment, conducting research projects and
training employees. Companies can also
take an active role e.g. in designing the dig-
ital product passport and in the standardi-
zation process.

C. Conclusion

Due to the length of the legislative process
in the EU, companies have a certain amount
of lead time to prepare for the new regula-
tions. The greatest challenge will be incor-
porating the sustainability aspects while at
the same time maintaining corporate
growth. As part of the "Fit for 55" package,
there have already been numerous con-
crete proposals for revisions to existing leg-
islation, so that companies and the econ-
omy as a whole may have to contend with
some changes in the foreseeable future.
Implementation of the proposed changes
will also have the effect of further estab-
lishing new business models, such as e.g.
the "product as a service" model, in which
products are leased rather than sold. To
prepare for the changes, it would make
sense for companies to create transpar-
ency in their supply chains and establish in-
ternal documentation flows for tracking
purposes, as well as rethinking their busi-
ness model in light of the new challenges.
Companies should also engage in research
and development in order to identify ade-
quate alternatives, e.g. with regard to
changes in the energy supply. The obliga-
tion to satisfy the new sustainability re-
quirements should also be kept in mind
when drafting contracts and developing

www.reuschlaw.de



internal compliance policies. It remains to
be seen whether the EU will be able to in-
corporate the new regulations in a con-
sistent manner. The new regulations will
accelerate the structural shift towards a
green economy, but a lasting change can
only be achieved if third countries which
export products to Europe agree to raise
their sustainability standards as well.

Next Step: Making Contact

We would love to meet with you in person
to explain our approach in detail.

Contact us today for a no-obligation dis-
cussion.

T +4930/23328950

E info@reuschlaw.de
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