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Fleet-wide carbon emissions targets
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Article 1 of Regulation (EU) 2019/631 sets EU-wide fleet targets for carbon emissions from motor vehicles, which will be
reduced in stages from 2020 to 2035. The EU-wide target and the specific fleet target determined on the basis of Article 4 of
Regulation (EU) 2019/631 read in conjunction with part A of Annex | to Regulation 2019/631 will be set to zero from 1
January 2035.

— Manufacturers who exceed the emissions target must pay a premium in accordance with Article 8 of Regulation (EU)
2019/631. However, the regulation does not provide for registration bans as a penalty.

— However, the fleet target of zero emissions, which will apply from 2035, will effectively function as a ban on registering
vehicles. Starting in 2035, conducting profitable business with combustion engine vehicles will no longer be feasible.

The German political parties of the Christian Democratic Union (CDU) and Christian Social Union (CSU) are striving to
maintain the automotive industry as a leading industry and have therefore advocated in their election programme for a
review of fleet limits. They propose reaching climate targets through “technological openness”, in particular by including e-
fuels. The Social Democratic Party of Germany (SPD), on the other hand, stresses the importance of promoting
electromobility as a sustainable path for the future of the automotive industry. It remains to be seen how a CDU/CSU-led
federal government will ultimately position itself with regard to fleet limits.

Further details can be found in our article “What happens to the supposed ban on new ICE vehicles following the 2025
German election?” of 4 March 2025.

Euro 7 Standard

Requlation (EU) 2024/1257 implemented new requirements for the permissible exhaust emissions of road vehicles (Euro 7
Standard). It lays down common technical requirements and administrative provisions for the emission type-approval and
market surveillance of motor vehicles, systems, components and separate technical units, with regard to their carbon and
pollutant emissions, fuel and electricity consumption and battery durability (see Article 1 of Regulation (EU) 2024/1257). It
will apply from 29 November 2026 for the type approval of new passenger car models and from 20 November 2027 for all
newly registered passenger cars.

— Manufacturers must design, build and assemble vehicles so that they comply with the emission limits set out in Annex |
to the Regulation under the conditions set out in Annex Il over the legally defined service life of the vehicle (Article 4(2)
of Regulation (EU) 2024/1257).

— However, the Euro 7 Standard does not contain any specifications for carbon emissions limits.

Overall, the Euro 7 Standard tightens the emission limits and introduces stricter requirements for durability and exhaust
aftertreatment. The federal government is likely to advocate industry-friendly implementation and offer incentives for
research and development into new technologies.


https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32019R0631
https://www.noerr.com/de/insights/das-verbrenner-verbot-nach-der-bundestagswahl-2025
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32024R1257
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Impact of other industry-relevant EU legislation on the automotive sector

Effects of further In addition to the specific EU automotive regulations, other industry-relevant EU legislation also impacts the automotive
industry. In particular, industry must take into account ESG and energy law requirements, especially regarding raw material

mdUStry_relevant procurement and production processes (details on individual regulations can be found in the corresponding topic-specific

EU legislation slides).
on the — CBAM is intended to prevent the relocation of greenhouse gas emissions to non-EU countries in certain economic
automotive sectors covered by EU emissions trading. CBAM leads to additional CO? costs for importers and forces companies to
industry adapt their production and supply chains. It poses a challenge for the automotive industry because important raw

materials such as aluminium, steel and battery materials are sourced from third countries. The German government is
planning tax relief and support measures to ensure industry competitiveness and is campaigning for fair framework
conditions at the EU level.

— RED llI: Vehicle manufacturers with energy-intensive production processes will also increasingly have to transition their
plants to renewable energies. This could increase production and conversion costs in the short term.

— EU Deforestation Regulation: Companies are obliged to ensure that certain raw materials, such as leather, do not
originate from deforested areas. This also imposes monitoring and documentation obligations along the supply chain for
the automotive industry. The German government plans to provide clear guidelines and support companies with funding
programmes in order to minimise the administrative burden. The possibility of adjustments being made at EU level
cannot be excluded.

— CSDDD: Once the CSDDD has been transposed into German law, companies in the automotive sector will need to meet
stricter requirements than those under the current German Supply Chain Due Diligence Act (Lieferkettengesetz —
LkStG). According to the current legal framework, the Member States are obliged to implement the CSDDD by 26 July
2026. However, on 3 April 2025, the European Parliament adopted a draft amendment from the Commission, which
proposes postponing the implementation date to 26 July 2027. The approval of the Council is still pending. The German
government intends to lobby the EU Council for industry-friendly regulations and to transpose the amended directive into
German law on a one-to-one basis.

— NIS2: The increasing networking of vehicles and production systems makes the automotive industry particularly
vulnerable to cyber attacks. Following the implementation of NIS2 by the new coalition, manufacturers and suppliers will
be forced to significantly expand their IT security measures, particularly with regard to connected vehicles, digital supply
chains and sensitive customer data.
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NIS2 Directive

NIS2 Directive Directive (EU) 2022/2555 (“NIS2 Directive”) came into force on 16 January 2023 and provides a uniform legal framework

for maintaining cybersecurity in 18 critical sectors. These sectors include energy and water supply, traffic and transport, food
supply, healthcare and medical device supply, banking and finance, and waste management. The directive essentially calls
on the Member States to define national cybersecurity strategies and harmonise cybersecurity regulations at the European
level to establish a European security architecture for critical companies. The NIS2 Directive replaces the previous Directive
(EU) 2016/1148 (“NIS Directive”) and significantly expands its scope of application. In particular, compared to the NIS
Directive, a significantly larger number of organisations and companies are included in its scope of application. According to
information from the German Federal Office for Information Security (Bundesamt fur Sicherheit in der Informationstechnik —
BSI), 29,000 companies and organisations are expected to be subject to new legal obligations under the directive. These
obligations will supplement the current regulations governing critical infrastructure contained in the German Act on the
Federal Office for Information Security (BSIG) and the German Ordinance on the Determination of Critical Infrastructures
(BSI-KritisV).

The NIS2 Directive should have been implemented nationally by 17 October 2024. The outgoing federal government of the
former “traffic light” coalition consisting of the Social Democrats, the Greens and the Free Democrats submitted a draft law
(Bundestag document 20/13184) that aimed to “regulate the main features of information security management in the
federal administration”. However, this draft was not conclusively discussed in the Bundestag before the end of the legislative
period. The legislative process must therefore be re-initiated before the newly constituted Bundestag. Due to the lack of
implementation to date, Germany, along with 22 other Member States, was formally requested by the EU Commission in
writing at the end of November 2024, as part of initiated infringement proceedings, to implement the NIS2 Directive
promptly. As this was no longer feasible before the change of government, the infringement proceedings against Germany
are expected to continue.

The federal government’s original draft bill faced significant criticism during an initial consultation and expert hearing in the
Committee on Home Affairs and Integration in November 2024. Key points of criticism focused particularly on the role of the
Federal Office for Information Security within the national cybersecurity architecture. Therefore, it is anticipated that a
CDU/CSU-led federal government will fundamentally revise the draft law for implementation and in particular strengthen the
role and powers of the German Federal Office for Information Security.
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https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=CELEX:32022L2555#tit_1
https://www.bsi.bund.de/DE/Themen/Regulierte-Wirtschaft/NIS-2-regulierte-Unternehmen/nis-2-regulierte-unternehmen_node.html
https://www.bsi.bund.de/DE/Themen/Regulierte-Wirtschaft/NIS-2-regulierte-Unternehmen/nis-2-regulierte-unternehmen_node.html
https://www.gesetze-im-internet.de/bsig_2009/
https://www.gesetze-im-internet.de/bsig_2009/
https://www.gesetze-im-internet.de/bsi-kritisv/BJNR095800016.html
https://www.gesetze-im-internet.de/bsi-kritisv/BJNR095800016.html
https://dserver.bundestag.de/btd/20/131/2013184.pdf
https://www.bundestag.de/resource/blob/1038526/8c8839889e7d24c95f7a2cfb0e0cf440/Protokoll-04-11-2024-11-00-Uhr.pdf
https://www.bundestag.de/resource/blob/1038526/8c8839889e7d24c95f7a2cfb0e0cf440/Protokoll-04-11-2024-11-00-Uhr.pdf
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(continued)

NIS2 Directive In terms of content, the NIS2 Directive sets out the following requirements:

— Member States’ monitoring and prevention obligations: The directive requires each Member State to develop a
national cybersecurity strategy that includes strategies for supply chain security, vulnerability management and
cybersecurity education and awareness. Member States must also keep a list of “essential and important entities” to
ensure that these entities fulfil the requirements of the directive.

— Obligations of the operators of affected entities: Far-reaching obligations are also imposed on operators, including
preventive risk and emergency management, response to security and incidents, and corresponding reporting
obligations to the competent authorities, as well as the use of encryption technology. At the same time, requirements are
placed on personnel security by introducing new forms of access controls and protection practices, as well as employee
training on security-relevant behaviour.
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Al ACT

Al Act Requlation (EU) 2024/1689 (“Al Act”) came into force on 1 August 2024 and has been directly applicable law since then. However, the majority
of the provisions will only apply from 2 August 2026. Despite the Al Act being directly applicable as a regulation, national implementing provisions
will in part be necessary. These provisions relate in particular to the official responsibilities for supervising and enforcing obligations of the Al Act
(Article 70 of the Al Act) and the applicable regulatory sanctions regime (see Article 99 of the Al Act). A CDU/CSU-led federal government could
well advocate for the most lenient and business-friendly implementation of the Al Act possible.

In terms of content, the Al Act sets out a range of obligations for the Al market, targeting providers, operators, importers and distributors of Al
systems. The Al Act sets out specific requirements for different areas of Al system application, based on a classification of their respective risk
potential. Notably, open-source Al systems or those used exclusively for the purpose of scientific research and development are excluded from
the scope of application. The Al Act essentially categorises Al application fields as follows:

Prohibited practices: A complete ban applies to certain Al practices with potential for abuse, following a risk-based approach (Article 5 of the Al
Act). These include applications that use techniques of subliminal influence or manipulative methods to influence decision-making abilities of
groups and individuals, and systems that deliberately exploit the vulnerabilities of susceptible groups, such as older people, children and people
with disabilities. The evaluation of social behaviour through “social scoring” systems and the categorisation of persons according to sensitive
characteristics such as ethnic origin, religious affiliation, political views or sexual orientation are also prohibited. However, exceptions apply for
use by state law enforcement authorities.

“High-risk Al systems”: The Al Act regulates “high-risk Al systems” (Chapter Il of the Al Act). This includes Al applications used as safety
components in products subject to mandatory third-party conformity assessment under EU law as well as special areas of application classified
as such in Article 6 in conjunction with Annex Ill to the Al Act due to their particular risk potential for health and public safety or fundamental
rights. These areas include:

— Biometrics: Biometric remote identification systems, systems for categorisation according to sensitive personal characteristics and systems
for emotion recognition.

— Critical infrastructure: Al systems in the administration and operation of critical infrastructure (e.g. transport and energy supply).
— Education: Systems for determining access to or level of education, assessing learning outcomes and monitoring examinations.
— Employment: Systems for hiring, evaluating and monitoring employees.

— Basic services: Systems for assessing access to public services or for credit scoring.

— Law enforcement: Systems for risk assessment, lie detection, evidence evaluation and offender profiling.

— Migration and border control: Systems for risk assessment on entry and support for asylum and visa applications.

— Administration of justice/democracy: Systems to support judicial authorities or related to elections and referendums.
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https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=OJ:L_202401689
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(continued)

The Al Act imposes a number of obligations on actors involved in the development and utilisation chain of a high-risk Al system. These include
Al Act requirements for data training, risk management, data governance, technical documentation, transparency, human oversight and cybersecurity

(Article 8 ff. of the Al Act).

“GPAI models”: The Al Act contains a separate chapter on the regulation of “GPAI models”. GPAI models are Al models trained with a large

amount of data using self-monitoring on a large scale, making them generally usable and capable of fulfilling a wide range of different tasks.

They can be integrated into a variety of downstream systems or applications. Special requirements for documentation and transparency are

established for these GPAI models (Article 53 ff. of the Al Act).

In addition to risk classification, the Al Act also contains provisions to promote innovation and accelerate the development of Al, in particular with

reference to “Al regulatory sandboxes” (Chapter VI of the Al Act). There is also a need for implementation in this regard, for example, as part of

establishing instruments to promote the accessibility of Al and Al regulatory sandboxes for SMEs and start-ups (Article 62 of the Al Act).
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Data Act

Data Act Requlation (EU) 2023/2854 (“Data Act”), which came into force on 11 January 2024, aims to harmonise data access and
use at EU level. As an EU regulation, the Data Act is directly applicable EU law, but it provides for a transitional period of 20
months, meaning its provisions will apply directly from 12 September 2025. Transposition into national law is not required.
However, national legislatures will issue regulations on the responsibility of authorities and cooperation between authorities
within the framework of the relevant national administrative procedures. To this end, the Federal Ministry for Economic
Affairs and Climate Protection (Bundesministerium ftr Wirtschaft und Klimaschutz - BMWK) and the Federal Ministry for
Digital and Transport Affairs (Bundesministerium fiir Digitales und Verkehr — BMDV) presented an initial draft bill for a Data
Act Implementation Act (Referentenentwurf fur ein Data Act-Durchfihrungsgesetz, DA-DG) at the beginning of February
2025, which is currently at the discussion stage with associations and federal states. The draft bill includes the following
provisions:

— The Federal Network Agency (Bundesnetzagentur flr Elektrizitat, Gas, Telekommunikation, Post und Eisenbahnen —
BNetzA) is designated as the competent authority under Article 37(1) of the Data Act.

— Responsibility for the supervision of the processing of personal data under the Data Act is assigned to the Federal
Commissioner for Data Protection and Freedom of Information (Bundesbeauftragter fir den Datenschutz und die
Informationsfreiheit).

— In addition, the draft bill defines the Federal Network’s duty to co-operate with other authorities, its enforcement powers
and the applicable provisions for corresponding fine proceedings.

Based on the draft bill now to be voted on, the new federal government could introduce a bill in the Bundestag in the coming
legislative period. With this in mind, the CDU/CSU parliamentary group submitted a motion for a resolution (Bundestag
document 20/12103) to the outgoing Bundestag in July 2024 for the swift implementation of the EU Data Act, which was
rejected with the votes of the former traffic light coalition. However, there are significant overlaps with the draft bill that has
now been submitted regarding the designation of the Federal Network Agency as the competent authority.

At the end of the transition period, requirements for aspects of data use in the EU will apply under the Data Act of 12
September 2025. However, the Data Act is not centrally concerned with the protection of personal data, which remains
regulated under the General Data Protection Regulation (GDPR), but rather with the use of data in the context of the
modern data economy.
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https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=OJ:L_202302854
https://www.bmwk.de/Redaktion/DE/Downloads/Gesetz/20250206-referentenentwurf-data-act-durchfuehrungsgesetz.pdf?__blob=publicationFile&v=4
https://www.bmwk.de/Redaktion/DE/Downloads/Gesetz/20250206-referentenentwurf-data-act-durchfuehrungsgesetz.pdf?__blob=publicationFile&v=4
Erörterung mit Verbänden und Ländern
https://dserver.bundestag.de/btd/20/121/2012103.pdf
https://dserver.bundestag.de/btd/20/121/2012103.pdf
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(continued)

Data Act — Requirements in relation to data access and data transfer: The Data Act establishes two central requirements in
relation to the handling of data in a modern data economy. These essentially relate to the automated collection of data
by networked products as part of the “Internet of Things” (IoT) and the transfer of data between connected services. On
the one hand, a data user receives access to the data concerning them from a data controller (Article 4(1) of the Data
Act). On the other hand, the user will be able to request the direct transfer of the data to a third-party data recipient, such
as another service provider (Article 5(1) of the Data Act).

— Interoperability and switching between providers: The Data Act aims to minimise the legal, technical and economic
hurdles that can arise from the user’s perspective when switching between large service providers. In particular,
provisions on the permissible cancellation periods, technical support for the switching process and the abolition of
switching fees are stipulated (Article 23 ff. of the Data Act). Furthermore, the Data Act includes provisions aimed at
improving interoperability between systems, with a specific emphasis on achieving technical interchangeability of
systems, networks, and data records (Article 33 ff. of the Data Act). In particular, harmonised interoperability provisions
will have to be implemented in order to ensure functional interchangeability between the services.

— Regulation of contracts for data: The Data Act provides for a fundamentally new regulation of the legal framework for
contracts for the use of data (“smart contracts”). In business-to-business (B2B) relationships, an independent abuse
control mechanism is established, similar to the one for the review of general terms and conditions. This mechanism
allows for the direct assessment of contractual clauses (Article 13 ff. of the Data Act).

— Provision of data to public sector bodies: The Data Act also regulates the provision of data to public sector bodies.
National public sector bodies and EU institutions have a right to data provision from the data controller in cases where
there is a proven exceptional need to use certain data to carry out their duties in the public interest (Article 14 ff. of the
Data Act).

— Smart contracts: In future, special requirements will also apply to the use of “smart contracts”, which are computer
programs used for the automated execution of an agreement or part thereof (Article 2(39) of the Data Act). In future,
such programs must meet certain requirements if they are used for the automated execution of data sharing and data
provision agreements and in particular must be designed to be robust enough to avoid functional errors, offer access
control and ensure a secure interruption mechanism (Article 36 of the Data Act).
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Cyber Resilience Act

Cyber

Resilience Act Requlation (EU) 2024/2847 (“Cyber Resilience Act” or “CRA”), which came into force on 11 December 2024, is the first

regulation to establish a minimum level of cyber security for all networked digital products on the EU market. The CRA is
directly applicable as a regulation, with its provisions coming into force gradually. Full application of all requirements is
planned from 11 December 2027. At this time, every product within the scope of the CRA that is placed on the EU market
must meet the cybersecurity requirements formulated in the CRA. Only products with digital elements in five exceptional
sectors are exempt from the obligations of the CRA (see Article 2 of the CRA): medical devices, in vitro diagnostic medical
devices, motor vehicles, civil aviation and products procured or used for national security.

The CRA obliges manufacturers and retailers of products with digital components to maintain the relevant security standards
across the entire product lifecycle. The Federal Office for Information Security (BSI) has developed a technical guideline,
TR-03183, which outlines the CRA’s requirements and serves as a reference for future product and behavioural standards
for obligated parties.

However, the competent authority in Germany responsible for market surveillance and ensuring that manufacturers and
retailers comply with the requirements set out in the CRA, has yet to be appointed. According to its own statements, the
Federal Office for Information Security is endeavouring to take over market surveillance in this regard.
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https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=OJ:L_202402847
https://www.bsi.bund.de/DE/Themen/Unternehmen-und-Organisationen/Standards-und-Zertifizierung/Technische-Richtlinien/TR-nach-Thema-sortiert/tr03183/TR-03183_node.html
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Digital Services Act

Digital
Serviges Act Regulation (EU) 2022/2065 (“Digital Services Act” or “DSA”) has applied since 16 November 2022 to very large online
platforms and very large online search engines, as defined in Article 33(1) of the DSA, which have an average of at least 45
million active users in the EU per month. All other digitally active companies have had to comply with the provisions since 16
February 2024. The DSA establishes harmonised EU liability and safety rules for digital platforms, services and products,
aiming to enhance consumer protection online and create a transparency and accountability framework for online platforms

while promoting innovation and competitiveness in the single market.

The rules are linked to the term “intermediary service” as defined in Article 3(g) of the DSA. An intermediary service is one
of the three following services provided by an information society:

— Mere conduit: Transmission in a communication network of information provided by a recipient of the service, or the
provision of access to a communication network

— *“Caching” service: transmission in a communication network of information provided by a recipient of the service,
involving the automatic, intermediate and temporary storage of that information, performed for the sole purpose of
making more efficient the information’s onward transmission to other recipients upon their request

— “Hosting” service: storage of information provided by, and at the request of, a recipient of the service

Providers of intermediary services must fulfil certain requirements. In particular, they have obligations towards the recipients
of the service.

— Providers of very large online platforms and very large online search engines that use recommender systems must
provide at least one option for each of their recommender systems which is not based on profiling (Article 38 of the
DSA).

— Targeted advertising is prohibited when it involves profiling using special categories of personal data (Article 26(3) of the
DSA).

— Additionally, minors are afforded special protection, specifically through the prohibition of targeted advertising based on
profiling (Article 28(2) of the DSA).

— Providers of online platforms may not design, organise or operate their online interfaces in a way that deceives or
manipulates the recipients of their service or in a way that otherwise materially distorts or impairs the ability of the
recipients of their service to make free and informed decisions (Article 25(1) of the DSA). This provision aims to ban
“dark patterns”. This refers to practices that impair the ability of the recipients of the service to make autonomous and
informed choices or decisions. For example, making the cancellation procedure more difficult than the registration

‘ | | N O E R R process is not permissible.

BERNSTEIN
GROUP




Employment

Pay

Transparency

Directive

IINOERR

ER
RO

NSTEIN
up

Pay Transparency Directive

Directive (EU) 2023/970 on strengthening the application of the principle of equal pay for equal work or work of equal value

between men and women through pay transparency and enforcement mechanisms (“Pay Transparency Directive”) came

into force on 6 June 2023 and must be transposed into national law by the EU Member States by 7 June 2026. The Pay
Transparency Directive requires Member States to take measures to promote equal pay and transparency and to combat
gender discrimination in pay:

Employees’ right to information: The Pay Transparency Directive requires employers to disclose to employees the
criteria for determining and developing their pay. Employees may request information about their individual pay levels
and the gender-specific average pay for comparable jobs in the company. Employers must also provide applicants with
information about the starting salary or its range during the recruitment process.

Reporting to competent bodies: Companies with at least 150 employees must report information on the gender pay
gap in their company at regular intervals (either annually or every three years, depending on the company size) starting
from 2027. Companies with more than 100 employees will have this obligation from 2031. The requirement applies from
2027 for any pay gap in the previous year (2026). The German legislature could impose more stringent requirements
than those contained in the directive and also require employers with fewer than 100 employees to submit corresponding
reports.

Joint pay assessment: If reporting reveals a pay gap between the genders exceeding 5% that cannot be justified by
objective, gender-neutral criteria and is not remedied by the employer within six months, the employer must carry out a
joint pay assessment with the workers’ representatives. Within this framework, reasons for inequalities must be identified
and measures to address differences defined. This must be reported to the supervisory authorities.

Consequences of infringements: The Pay Transparency Directive provides affected employees with a right to not only
compensation and reparation relating to back pay, but also to lost opportunities and non-material damage. The EU
Member States must also define “effective, proportionate and dissuasive” penalties for infringements of the rights and
obligations relating to the principle of equal pay. The German Pay Transparency Act (Entgelttransparenzgesetz) does not
yet provide for such penalties.

Regarding the reporting obligation that impacts the 2026 calendar year, companies need to undertake specific preparatory
measures and actions..


https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=CELEX:32023L0970
https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=CELEX:32023L0970
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Directive (EU) 2024/2831 on improving working conditions in platform work came into force on 1 December 2024 and must

be transposed into national law by the EU Member States by 2 December 2026. The aim of the directive is to strengthen the
rights of platform workers. In particular, the aim is to minimise the risks to which platform workers can be exposed through
digital monitoring and decision-making systems.

Platform worker: A platform worker is a person who performs work that is organised through a digital labour platform
and performed on the basis of a contractual relationship between the digital labour platform and the person. Examples of
platform workers include suppliers of delivery apps.

Presumption of an employment relationship: The central provision of the directive is a rebuttable legal presumption
that an employment relationship exists between the digital labour platform and the platform worker. The presumption will
apply if there are facts indicating direction and control of the platform worker by the digital work platform. Which facts
these are is to be determined by national law and collective agreements. It is likely that the German legislature will adopt
criteria from the case law of the German Federal Labour Court (Bundesarbeitsgericht — BAG) and the German Federal
Social Court (Bundessozialgericht — BSG) when it transposes the directive into German law. The statutory presumption
will apply in principle in all relevant administrative and court proceedings. Consequently, it is likely that the German
legislature will also extend this presumption to German social security law.

Strengthening the rights of platform workers in relation to algorithms: The directive restricts the processing of
certain personal data by automated monitoring and decision-making systems. For example, personal data from private
conversations cannot be recorded, biometric data of the platform worker cannot be collected and data cannot be
collected regarding periods when the platform worker is not performing platform work. In addition, automated systems
are subject to certain supervisory and transparency obligations.

Explanation for decisions made by decision-making systems: Under the directive, platform workers have the right to
receive an explanation for a decision taken by an automated decision-making system without undue delay. In addition,
digital labour platforms must provide platform workers with access to a contact person who will discuss and explain the
reasons that led to the decision. For central decisions regarding platform work that are made by an automated decision-
making system, such as the refusal to pay the platform worker, the digital labour platform must provide the platform
worker with a written explanation without undue delay.


https://eur-lex.europa.eu/eli/dir/2024/2831/oj/eng
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Directive (EU) 2019/1937 of 23 October 2019 on the protection of persons who report breaches of Union law

(“Whistleblowing Directive”) has already been implemented by Germany through the German Whistleblower Protection
Act (Hinweisgeberschutzgesetz — HinSchG). However, the European Commission considers the implementation of the
Whistleblowing Directive by the German legislature and other European Member States to be inadequate. This could lead to
a correction by the German legislature in the coming legislative period. This applies especially to the following points:

Internal reporting channels at Group level: Under the Whistleblowing Directive, companies are required to set up their
own internal reporting channels. Companies with a maximum of 249 employees were given the opportunity to share
reporting resources with other companies. However, the German legislature has also extended this to larger companies,
meaning that under German law, all group companies could currently establish a joint reporting channel regardless of
the number of employees. The European Commission views this as a violation of the Whistleblowing Directive’s
requirements. However, one could counter the European Commission’s view by arguing that, under the Whistleblowing
Directive, external service providers can also serve as internal reporting channels.

Compensation for intangible damage: The Whistleblowing Directive provides for a claim by whistleblowers to
compensation for damage suffered due to unlawful retaliation by employers. This is to also cover compensation for
intangible damage, such as that caused by psychological stress. However, the German Whistleblower Protection Act
does not contain such a claim for compensation for intangible damage. In the European Commission’s opinion, this
circumstance is contrary to EU law.

The European Commission has not yet initiated infringement proceedings against Germany in relation to these points.
Therefore, there is no immediate need for action at present.


https://eur-lex.europa.eu/legal-content/DE/TXT/PDF/?uri=CELEX:32019L1937
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European Green Deal

The European Commission announced the European Green Deal on 11 December 2019 (COM/2019/640), whose aim it is
to make the European Union climate-neutral by 2050. This initiative outlined the political strategy for the von der Leyen |
Commission (2019 to 2024) to achieve climate neutrality. The “European Climate Law” of 2021 established a binding target
of reducing net greenhouse gas emissions by 55% by 2030 compared to 1990 levels (Directive (EU) 2021/1119).

In 2023, the “Fit for 55” package was introduced, comprising a series of EU legislative acts to implement the European
Green Deal’s requirements. This included strengthening the Emissions Trading Directive (Directive (EU) 2003/87). For
example, the reduction target in the existing EU emissions trading scheme was increased from 43% to 62% compared to
2005. From 2027, separate emissions trading systems will be established for buildings, road transport and other sectors
(mainly small industry).

However, not all of the goals of the European Green Deal were achieved under the von der Leyen | Commission. An
agreement on amending the Energy Tax Directive, for which the EU Commission submitted a reform proposal in 2021, has
yet to be reached. In February 2025, the von der Leyen Il Commission developed new guidelines with the Clean Industrial
Deal (COM/2025/85).

Wind power action plan

In October 2023, the European Commission announced the “European Wind Power Action Plan” (COM/2023/669). This plan
provides for various measures to strengthen European players in the wind power supply chain. The implementation of the
majority of these measures is the responsibility of the Member States.

The action plan envisages expanding capacity from 204 GW in 2022 to more than 500 GW by 2030.

In December 2023, all Member States except Hungary, along with more than 300 companies, signed the European Wind
Charter and committed to implementing the measures set out in the Wind Power Action Plan. This (albeit non-binding)
declaration aims to create a sustainable and competitive EU wind power supply chain. Cooperation between Member States
“‘in identifying obstacles to permitting processes” will be strengthened. The aim is to promote domestic production in
particular. Aspects such as cyber security and unfair trade practices will also play a role in future tenders.



https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM%3A2019%3A640%3AFIN
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:32021R1119
https://eur-lex.europa.eu/legal-content/DE/ALL/?uri=celex%3A32003L0087
https://commission.europa.eu/document/download/9db1c5c8-9e82-467b-ab6a-905feeb4b6b0_en
https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52023DC0669
https://energy.ec.europa.eu/news/new-wind-charter-and-national-wind-pledges-underline-ambition-wind-power-europe-2023-12-19_en
https://energy.ec.europa.eu/news/new-wind-charter-and-national-wind-pledges-underline-ambition-wind-power-europe-2023-12-19_en
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Industrial Emissions Directive

The Industrial Emissions Directive (Directive (EU) 2010/75) has been revised as part of the European Green Deal. The
amendments came into force on 4 August 2024 (Directive (EU) 2024/1785) and must be transposed into national law by
Member States within 22 months. This means that stricter limits will apply in future, but there have also been changes in
other respects. For example, a new requirement is that operators of installations within the scope of Annex | of the Directive
must introduce an environmental management system. This system must include a transformation plan for the period 2030
to 2050, aiming towards a sustainable, clean, circular and climate-neutral circular economy.

Although the amendments contain stricter regulatory requirements in many areas of industry, there is some relief in the
hydrogen sector: the amended directive now allows electrolysers with a rated electrical output of less than five megawatts or
a production capacity of less than 50 tonnes of hydrogen per day to be completely exempt from requiring an immission
control permit. This exemption was transposed into national law last year by amending the 4th German Ordinance
Implementing the Federal Immissions Act (Vierte Verordnung zur Durchfiihrung des Bundes-Immissionsschutzgesetzes — 4.
BimschV).


https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX%3A02010L0075-20240804
https://eur-lex.europa.eu/eli/dir/2024/1785/oj?locale=de
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Net-Zero Industry Act
Net-Zero

Industry Act On 27 May 2024, the Net-Zero Industry Act (Requlation (EU) 2024/1735) was adopted by the EU Council of Ministers and

entered into force on 29 June 2024. By 2030, the EU aims to cover at least 40% of its annual demand for clean technologies
itself. Procurement from third countries must be avoided wherever possible. The Net-Zero Industry Act covers renewable
energy generation, electricity storage, heat pumps, sustainable biogas, hydrogen, carbon capture and storage (CCS),
electricity grid technologies and nuclear energy, among other areas.

In January 2025, the Commission submitted drafts for secondary legislation (three implementing regulations and one
delegated regulation) for consultation, with a public feedback period ending on 21 February 2025 in order to refine the
provisions.

Key contents of the Net-Zero Industry Act:

— Acceptance of additional costs for ecological requirements in public contracts: If a bidder complies with ecological
requirements, additional costs of up to 20% must be accepted. This means decisions can no longer favour another
bidder who does not comply with ecological requirements solely based on price.

— Categorisation of projects as strategic projects for net-zero technologies Projects classified as strategic receive
special benefits, such as faster permits, priority status in the Member State and funding advice on the Net-Zero Europe
platform. Projects have been able to apply for the status since the end of July 2024.

— Improvements to the permit-granting process: Maximum times have been set for the duration of the permit-granting
process. The Member States are obliged to provide online information, including on the permit-granting process and
funding opportunities, and to designate single points of contact for the permit-granting process, which can be viewed
online.
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https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=OJ%3AL_202401735
https://single-market-economy.ec.europa.eu/industry/sustainability/net-zero-industry-act/strategic-projects-under-nzia_en?prefLang=de
https://single-market-economy.ec.europa.eu/industry/sustainability/net-zero-industry-act/strategic-projects-under-nzia_en?prefLang=de

Energy

Industrial
Carbon
Management
Strategy

IINOERR

ERNSTEIN
ROUP

Industrial Carbon Management Strategy

On 6 February 2024, the EU Commission published the Industrial Carbon Management Strategy (COM/2024/62). The
strategic goal for 2030 is to establish a CO2 storage capacity of at least 50 million tonnes per year. Up to a third of the
captured CO2 could be utilised. This would require an EU-wide transport and storage infrastructure. The CO2 transport
network, including pipelines and shipping routes, could be expanded to up to 7,300 kilometres by 2030 and up to 19,000
kilometres by 2040.

Among other initiatives, the EU Commission intends to

— prepare a proposal for a possible future CO2 transport regulatory package

— develop a proposal for an EU-wide CO2 transport infrastructure mechanism in cooperation with Member States and the
CCUS Forum stakeholder platform

— develop a platform for demand assessment and demand aggregation for CO2 transport or storage services, by early
2026 at the latest, together with the Member States

— create and make available by early 2026, in cooperation with the geological services of the EEA, an investment atlas of
potential CO2 storage sites based on a common storage readiness level format

— work with Member States on the transparent and coordinated design of a possible important project of common
European interest for CO2 transport and storage infrastructure via the JEF-IPCEI


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=COM:2024:62:FIN

~ e

BN

| Ty

Energy

EU Clean Industrial Deal
Clean

Industrial Deal On 26 February 2025, the European Commission presented a comprehensive economic and energy policy framework plan

(Communication COM(2025) 85 final) (“Clean Industrial Deal”). This initiative had been previously announced as a priority
project to be completed within the first 100 days of Commission President Ursula von der Leyen’s term of office, as part of
her political guidelines.

The Clean Industrial Deal is not in itself a legal act to be implemented by national legislatures, but rather a political
announcement of various packages of measures. It thus forms the industrial policy centrepiece of the EU Commission’s
long-term strategy, i.e. the EU Competitiveness Compass as defined in Communication COM(2025) 30 final.

However, as a political framework plan, the Clean Industrial Deal outlines various key measures for a sustainable EU
industrial policy, some of which will result in changes to directives that the next German government will have to implement:

— Affordable energy: An action plan that has already been published (Affordable Energy Action Plan) aims to accelerate
the expansion of sustainable energy sources, promote electrification and reduce dependence on imported fossil fuels.

— Demand policy for green industrial products: The EU Commission plans to establish a demand policy for green
industrial products from the EU. Specifically, sustainability criteria and aspects of supply chain resilience will be
introduced as mandatory procurement criteria in the context of public procurement. This will involve reviewing the legal
bases of European public procurement law, namely Directive 2014/24/EU, Directive 2014/25/EU and Directive
2014/23/EU in 2026). Corresponding investment incentives will be created in the private sector, for example through
requirements for the decarbonisation of vehicle fleets in companies. In addition, a voluntary carbon intensity label for
industrial products will be created as part of the announced Industrial Decarbonisation Accelerator Act, serving as a
vehicle for rewarding companies’ decarbonisation efforts in the market. A corresponding label for green steel will be
introduced in 2025, followed by a label for green cement, which will be embedded in the EU Construction Products
Regulation (Reqgulation (EU) No. 305/2011). Finally, Member States are encouraged to set tax incentives for green
industrial production.

— Financing the sustainable industrial transition: The Clean Industrial Deal is intended to facilitate and mobilise
additional capital for investments in sustainable industry. In particular, State aid legislation will be adapted to allow more
generous energy subsidies and a comprehensive financing instrument (the Industrial Decarbonisation Bank) is to be
created. This bank is to be linked to a new investment fund (the Innovation Fund) and will also considerably expand the
existing financing options, for example, as part of the InvestEU programme.

— Circular economy and access to raw materials: Ensuring access to essential raw materials will be a key component
of implementing the existing Critical Raw Materials Act (Regqulation (EU) 2024/1252), along with the funding of strategic
projects outlined within it. In addition, the EU Commission will develop its own EU Circular Economy Act by 2026, which

‘ | | NO E R R is intended in particular to facilitate access to secondary materials and promote demand.
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https://commission.europa.eu/document/download/9db1c5c8-9e82-467b-ab6a-905feeb4b6b0_en
https://commission.europa.eu/document/download/10017eb1-4722-4333-add2-e0ed18105a34_en
https://energy.ec.europa.eu/publications/action-plan-affordable-energy-unlocking-true-value-our-energy-union-secure-affordable-efficient-and_en
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:02014L0024-20180101
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:02014L0025-20180101
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:02014L0023-20180101
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:02014L0023-20180101
https://eur-lex.europa.eu/eli/reg/2011/305/oj/eng
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=OJ:L_202401252
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EU State aid framework

When implementing ambitious climate neutrality targets under European law through State aid, Member States — and thus
the future German government — must adhere to the European State aid regime. This is because State aid that distorts
competition by favouring certain companies and affects trade between Member States is generally prohibited by Article
107(1) of the TFEU. Exceptions to this rule are outlined in Articles 107 ff. of the TFEU and are detailed in the General Block
Exemption Regulation (GBER), special block exemption regulations and de minimis regulations. In the area of renewable
energies, the Commission has established guidelines that consider such aid compatible with the internal market as support
for developing specific economic activities or regions within the meaning of Article 107(3)(c) of the TFEU.

To streamline the granting of aid in the area of renewable energies and decarbonisation, the EU Commission has
announced the enactment of accompanying State aid regulations by June 2025 as part of the Clean Industry Deal. On 11
March 2025, the EU Commission presented a draft State aid framework to accompany the Clean Industrial Deal
(CISAF). CISAF will replace the Temporary Crisis and Transition Framework (TCTF) from 2022/2023 and remain in force
until 31 December 2030.

Key contents of the CISAF draft:

— State aid for renewable energies: Tenders for subsidies for renewable energies will be simplified. Funding for less
mature technologies, such as renewable hydrogen production, can also be provided through a simplified process without
a tendering process. Except for offshore wind, hydropower and renewable hydrogen production, subsidised projects
must be completed and operational within a specified timeframe after receiving the subsidy (currently proposed as 36
months).

— State aid for the decarbonisation of industry: Both tender-based and direct support procedures without tendering will
be available. Subsidised projects must become operational within a certain period after funding (currently proposed as
36 months) and achieve a minimum percentage (currently proposed as 80%) of the forecasted greenhouse gas
reductions or energy savings.

— State aid for the production of components for climate-neutral technologies: The production of components such
as batteries, photovoltaic panels, wind turbines, heat pumps, electrolysers and components for carbon capture utilisation
and storage (CCUS), as well as the necessary components and raw materials, can be subsidised. To boost production,
Member States will also be allowed to offer tax incentives, such as immediate depreciation of certain assets essential for
transitioning to a zero-emission economy. Under strict conditions, Member States will also be able to match the level of
funding provided by third countries for certain projects to prevent investments from being channelled abroad.


https://competition-policy.ec.europa.eu/document/download/45b532ce-53fb-4907-975c-79edaa31a166_en?filename=2025_CISAF_draft_EC_communication.pdf
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(continued)

— Reducing the risks of private investments: To attract risk-averse investors, such as pension funds or insurance
companies, government measures will reduce risks, encouraging them to invest in projects they might otherwise avoid.
To ensure that as much of the funding as possible reaches the projects, investor support will be reduced to the
necessary level. Funding can take the form of equity, loans or guarantees.

CISAF itself does not contain any provisions on nuclear energy, but the EU Commission has announced plans to explore
potential regulations on subsidies for nuclear energy in the future. The CISAF draft is currently in the consultation phase and
can be commented on until 25 April 2025.

Furthermore, the Climate, Energy and Environmental Aid Guidelines (CEEAG) (C/2022/481) remain in effect. These
guidelines contain stricter funding conditions and can be applied if funding is not possible under CISAF. These were
introduced in 2022 as part of the European Green Deal.

In order to further accelerate and simplify procedures, the Commission has also announced a revision of the General Block
Exemption Regulation. The aim of this revision is to reduce bureaucratic hurdles for companies and Member States while
providing targeted support for industry. At the same time, the Commission wants to work closely with the Member States
when planning new Important Projects of Common European Interest (IPCEI) to pave the way for further IPCEI initiatives.


https://eur-lex.europa.eu/legal-content/EN/TXT/?uri=celex%3A52022XC0218%2803%29

BN

l e

Qo= ‘ .

o

\,

Energy

EU Buildings Directive

EU Buildings o e - ST ” :
) ) Directive (EU) 2024/1275 on the energy performance of buildings (‘EU Buildings Directive” or “EPBD”) came into force on
Directive 28 May 2024 and must be transposed into national law by the EU Member States by the end of May 2026. The aim of the
EPBD is to decarbonise the building sector and increase energy efficiency with requirements for new and existing buildings.

New buildings

— In the EU Member States, new buildings are to be gradually implemented as “zero-emission buildings” (Article 2(2) of the
EPBD). This requirement will apply from 1 January 2028 for new buildings in public ownership and from 1 January 2030
for all new buildings. From then on, buildings will not be allowed to generate any on-site carbon emissions through the
consumption of fossil fuels (Article 7(1) of the EPBD).

— The generation of solar energy in new buildings is also to be increased. Member States must therefore ensure that all
new buildings are designed to optimise their solar energy generation potential (Article 10(1) of the EPBD). If technically
suitable and economically and functionally feasible, suitable solar energy installations must be installed on all new public
and non-residential buildings with useful floor area larger than 250m? by 31 December 2026 and on all new residential
buildings by 31 December 2029 (Article 10(3)(a) and (d) of the EPBD).

Building stock

— Minimum energy performance requirements are introduced for non-residential buildings (Article 9(1) of the EPBD). Each
Member State must set a maximum energy performance threshold to the effect that initially 16% of its national non-
residential building stock is above that threshold (“16% threshold”). Each Member State must also set a maximum
energy performance threshold to the effect that 26% of its national non-residential building stock is above that threshold
(“26% threshold”). The minimum energy performance requirements must ensure, at least, that all non-residential
buildings are

— below the 16% threshold from 2030;
— below the 26% threshold from 2033.

— In the area of residential buildings, a different strategy is employed. Instead of introducing building-specific minimum
requirements for energy efficiency, the focus is on promoting a progressive renovation of the existing building stock.
Member States must define national trajectories for the progressive renovation of the residential building stock that
ensure a decrease in the average primary energy use of the entire residential building stock.

— The average primary energy use must decrease by at least 16% compared to 2020 by 2030 and
— by at least 20-22% compared to 2020 by 2035.

‘ | | NOERR In Germany, the EPBD will be implemented primarily in the German Building Energy Act (Gebaudeenergiegesetz). Due to
the massive criticism of the Second Amendment to the Building Energy Act (2. Novelle des Gebaudeenergiegesetzes) (often
BERNSTEIN referred to as the “Heating Act”), the Christian Democratic Party (CDU) will advocate for a 1:1 implementation of the EPBD.

GROUP

For successful implementation, the new federal government will need to introduce new incentives for renovation measures,
such as new subsidies and tax write-offs.



https://eur-lex.europa.eu/legal-content/DE/TXT/PDF/?uri=OJ:L_202401275
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Renewable Energy Directive following RED IlI

Renewable Directive (EU) 2023/2413 (“RED IlII”) came into force on 20 November 2023 and must be implemented by the Member
Energy Directive States by 21 May 2025. Among other things, RED Il adapts Directive (EU) 2018/2001 (“Renewable Energy Directive” or
foIIowing RED Il “‘RED”) and is intended to incentivise a faster expansion of renewable energies. The adjustments are part of the EU’s efforts

to achieve climate neutrality by 2050.

— Avrticle 1(2)(a) of RED Il tightens the expansion target for renewable energies specified in Article 3(1) of RED. Instead of
the previously envisaged 32%, Member States must now ensure that the share of energy from renewable sources in the
Union’s gross final consumption of energy is at least 42.5%. Member States must facilitate the uptake of renewables
power purchase agreements through support schemes and corresponding legal provisions. The goal is for the share of
electricity from renewable sources in the overall electricity mix to increase quickly enough to a level that is consistent
with European targets (Article 1(2)(c) of RED IIl). Barriers to a higher proportion of renewable energies must be tackled.
The German government plans to support this by accelerating permits for renewable energy projects and incentivising
green and low-carbon hydrogen and the electrification of industrial processes. Specific support measures — such as the
climate protection agreements from the last legislative period — are still unclear.

— Alarge number of individual provisions contained in the directive are intended to serve this overarching objective, e.g:

— Incentivising Member State joint ventures in the energy sector (amendment of Article 9 of RED by Article 1(4)(a)
of RED IIl): By the end of 2025, each Member State must agree to establish a framework for cooperation on joint
projects with one or more other Member States for the production of renewable energy.

— Obligation of the Member States to remove regulatory and administrative barriers to long-term renewable energy
purchase agreements (amendment of Article 15(8) of RED by Article 1(5)(d) of RED IlI).

— The Member States must determine a share of renewable energy in the building sector that is consistent with a
target of at least a 49% share of energy from renewable sources in the building sector in the Union’s final energy
consumption in buildings (Article 15a(1) of RED, inserted by Article 1(6) of RED llII).

— Designation of “acceleration areas” for renewable energies by the Member States (Article 15c¢(1) of the RED,
inserted by Article 1(6) of RED IlI).

— Requirements for the permit-granting procedures for plants for the generation of renewable energy (amendment of
Article 16 of RED by Article 1(6) of RED lIlI).

As part of the implementation of RED IIl in Germany, there could also be an adjustment to the provisions on GHG quota

trading, which was already introduced as part of the implementation of RED Il (Directive (EU) 2018/2001 ). What is new

under RED Ill is that all modes of transport are now included, whereas previously the targets only applied to road and ralil

transport. As an immediate measure, an amendment to the 38th German Ordinance Implementing the Federal Immissions
‘ | | NOERR Act (AchtunddreiRigste Verordnung zur Durchfiihrung des Bundes-Immissionsschutzgesetzes — 38. BlImschV) came into

force in November 2024, stipulating that overfulfilments from the previous year can no longer be carried over into 2025 and
NSTEIN 2026. Industry associations are calling for an increase in the GHG quota as part of the implementation of RED IIlI.
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https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32023L2413
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32018L2001
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=uriserv%3AOJ.L_.2018.328.01.0082.01.ENG&toc=OJ%3AL%3A2018%3A328%3ATOC
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EU electricity market reform

The term “EU electricity market reform” refers to two EU legal instruments aimed at changing the design of the electricity
market (Regulation (EU) 2024/1747 (“Electricity Market Regulation”) and Directive (EU) 2024/1711 (“Electricity Market
Directive”)). Their goal is to better protect consumers from highly volatile electricity prices. Both legal instruments entered
into force in July 2024. The Electricity Market Directive amended Directives (EU) 2018/2001 and (EU) 2019/944 to improve
the electricity market design. The amendments must be implemented by national legislatures by 17 July 2026. The
Electricity Market Regulation amends regulations (EU) 2019/942 and (EU) 2019/943.

Key contents of the Electricity Market Directive include:

— Freedom of choice for customers regarding their electricity supplier: Member States must ensure that all
customers have the freedom to purchase electricity from suppliers of their choice. To achieve this, customers will be
entitled to have more than one metering and billing point for the central connection point at their location (amendment of
Article 4 of Directive (EU) 2019/944 by Article 2(2) of the Electricity Market Directive).

— Flexible connection agreements: The competent authorities will develop a framework that allows transmission system
operators and distribution system operators to offer the possibility of establishing flexible connection agreements in areas
where there is limited or no network capacity availability for new connections (Article 6a of Directive (EU) 2019/944,
inserted by Article 2(3) of the Electricity Market Directive).

— Introduction of an entitlement for end customers to electricity supply contracts with a fixed term and fixed price
(amendment of Article 11 of Directive (EU) 2019/944 by Article 2(4) of the Electricity Market Directive).

— Right to energy sharing of active customers pursuant to Article 15a of Directive (EU) 2019/944 (inserted by Article
2(5) of the Electricity Market Directive). According to its new version, Article 2(8) of Directive (EU) 2019/944 defines an
active customer as a final customer, or a group of jointly acting final customers, who consumes or stores electricity
generated within its premises located within confined boundaries or, within other premises, or who sells self-generated
electricity.

— Introduction of a supplier of last resort system to ensure continuity of supply (Article 27a of Directive (EU)
2019/944, inserted by Article 2(8) of the Electricity Market Directive).

Introduction of Contracts for Difference by the Electricity Market Regulation:

The most significant innovation introduced by the Electricity Market Regulation is the introduction of a “two-way contract for
difference” (CfD). This is defined as a contract between a power-generating facility operator and a counterpart, usually a
public entity, that provides both minimum remuneration protection and a limit to excess remuneration (Article 2(76) of
Regulation (EU) 2019/943). With these contracts for difference, the Member States guarantee electricity producers a
minimum price for electricity if they make new investments in renewable energies or nuclear power. If the market price falls
below an agreed price, the state makes up the difference. If the difference is higher than the agreed remuneration, the
surplus goes to the state. The underlying provision is Article 19(d) of Regulation (EU) 2019/943.

In this context, the German government is planning to expand capacity mechanisms in order to guarantee security of supply.
The exact structure of the electricity market design, including the future financing framework for renewable energies, is still
unclear, which may lead to uncertainty in the industry.


https://eur-lex.europa.eu/legal-content/DE/TXT/PDF/?uri=OJ:L_202401747
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32024L1711
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32018L2001
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32019L0944
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32019R0942
https://eur-lex.europa.eu/eli/reg/2019/943/oj?locale=de
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EU Corporate Sustainability Due Diligence Directive (CSDDD)

Directive (EU) 2024/1760 (“Corporate Sustainability Due Diligence Directive” or “CSDDD”) has been in force since 26 July
2024 and, according to the current legal situation, must be transposed into national law by 26 July 2026. However, on 3 April
2025, the European Parliament adopted a draft directive from the Commission, which proposes postponing the implementation
date to 26 July 2027. The approval of the Council is still pending. Like the German Supply Chain Due Diligence Act, the CSDDD
requires companies to comply with various due diligence obligations along the supply chain. The obligations currently envisaged
include the following:

— Risk analysis: Companies are obliged to identify existing risks related to environmental protection and human rights —
both within their own operations and in relation to subsidiaries and business partners.

— Preventive measures: Companies must take preventive action to avoid violating due diligence obligations. The specific
measures depend on the risk levels identified during the risk analysis.

— Complaints procedure: The EU Directive requires the establishment of a complaints procedure accessible to all
individuals along the value chain who may be affected by a violation.

— Remedial measures: If violations of due diligence obligations are identified, companies must take appropriate measures
in relation to their business partners to remediate or mitigate the adverse impacts of their own activities or those of their
suppliers.

— Reporting obligations: The public must be informed about the fulfilment of due diligence obligations, primarily through
the annual publication of a report.

Unlike the German Supply Chain Due Diligence Act, the CSDDD in its current form does not differentiate between
companies directly or indirectly involved in the supply chain. Consequently, its due diligence obligations have a significantly
more profound impact on the value chain than those of the German Supply Chain Due Diligence Act. In addition, the
CSDDD, unlike the German Supply Chain Due Diligence Act, currently provides for its own liability regime in Article 29 of the
CSDDD. According to this regime, companies are liable for damage caused by the intentional or negligent breach of due
diligence obligations and must fully compensate injured parties.


https://www.europarl.europa.eu/RegData/docs_autres_institutions/commission_europeenne/com/2025/0080/COM_COM(2025)0080_EN.pdf
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(continued)

However, the provisions of the CSDDD will be significantly adapted and mitigated as part of “Omnibus Package |”, which
was presented by the EU Commission on 26 February 2025 to simplify bureaucracy. The relevant draft amendment to the
CSDDD (COM(2025) 81 final) includes the following changes:

Scope of due diligence obligations (Article 8 of the CSDDD): Due diligence obligations with regard to the
sustainability of companies will now only relate to their own activities, as well as to the activities of subsidiaries and direct
business partners. Indirect business relationships will no longer be subject to due diligence obligations.

Extension of the reporting cycles for monitoring (Article 15 of the CSDDD): The reporting cycles will be extended.
Instead of the annual monitoring reports, the companies will submit five-year reports.

No civil liability regime (Article 29 of the CSDDD): The EU-wide liability regime for breaches of due diligence originally
created under the CSDDD has been removed and the definition of civil liability rules for breaches of due diligence
obligations is left to national law.

More transparency regarding penalties for infringements (Article 27 of the CSDDD): The penalties for
infringements (administrative fines) will be made more transparent by instructing the EU Commission to issue guidelines
on the level of penalties. These guidelines must be transposed into German law in accordance with the amended
directive once it has been adopted.

All proposed amendments to the CSDDD included in “Omnibus Package I” still need to be discussed and adopted by the
European Parliament and the Council of the European Union, which serve as the legislative bodies of the EU.


https://ec.europa.eu/commission/presscorner/detail/de/ip_25_614
https://finance.ec.europa.eu/document/download/161070f0-aca7-4b44-b20a-52bd879575bc_en?filename=proposal-directive-amending-accounting-audit-csrd-csddd-directives_de.pdf
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EU Directive on Corporate Sustainability Reporting (CSRD)

EU Directive (EU) 2022/2464) on corporate sustainability reporting (CSRD) came into force on 5 January 2023 and was
supposed to be transposed into German law by 6 July 2024. However, the outgoing federal government, i.e. the 20th
German Bundestag did not do this.

The CSRD significantly expands existing rules on non-financial reporting by companies (in particular from Directive
2014/95/EU (“Non-Financial Reporting Directive” or “NFRD”). According to its current scope of application, the CSRD

significantly expands the group of companies subject to reporting requirements. Large companies, as defined by accounting
law, currently fall within the scope if they meet two of the following three criteria:

— A balance sheet total exceeding €25 million

— Net turnover of more than €50 million

— Number of employees exceeds 250

At present, listed small and medium-sized enterprises (SMES) are also subject to reporting obligations.

According to current estimates, around 50,000 companies in the EU and approximately 15,000 companies in Germany fall
within the scope of the CSRD.

The CSRD is also to be adapted and mitigated by “Omnibus Package |”, which was presented by the EU Commission on 26
February 2025 to simplify bureaucracy. The draft amendment (COM(2025) 81 final) provides for a significant reduction in the
scope of application. The CSRD aims to encompass only large companies with more than 1,000 employees, which also
either have a net turnover exceeding €50 million or a balance sheet total exceeding €25 million. Companies below these
thresholds and listed SMEs will no longer fall within the scope of the CSRD.

At its core, the CSRD system follows a double materiality perspective: Companies must report on the impacts of
sustainability aspects on the company’s economic situation. At the same time, however, they must also clarify the impact of
operations on sustainability aspects. The CSRD essentially requires reporting on the following aspects:

— Definition of sustainability goals
— Role of management boards and supervisory boards
— Adverse impacts on the company or risk factors for business operations

— Sustainability aspects of unrecognised intangible resources


https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=CELEX:32022L2464
https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=CELEX:32014L0095
https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=CELEX:32014L0095
https://ec.europa.eu/commission/presscorner/detail/de/ip_25_614
https://finance.ec.europa.eu/document/download/161070f0-aca7-4b44-b20a-52bd879575bc_en?filename=proposal-directive-amending-accounting-audit-csrd-csddd-directives_de.pdf

EU
Sustainability
Reporting
Directive
(CSRD)

IINOERR

ERNSTEIN
ROUP

(continued)

Under the CSRD, the specific content of the relevant criteria for sustainability reporting is to be determined by the EU
Commission through standards set by a delegated act. To achieve this, the EU Commission has issued Delegated
Regulation (EU) 2023/2772 on the European Sustainability Reporting Standards (ESRS). While these standards are
generally mandatory, they are now set to undergo a major revision within six months of the proposed amendment to the
directive coming into force, as part of “Omnibus Package |I”. The aim is to significantly reduce the number of reporting
elements. The originally planned definition of additional sector-specific reporting standards as part of the ESRS is no longer
planned.

In addition, as part of “Omnibus Package I”, the date for the first-time application of the reporting obligations under the
CSRD is to be postponed again. On 3 April 2025, the European Parliament adopted a draft amendment by the Commission,
which delays the first-time reporting obligation by two years. Companies that would have been required to report from 2025
under the current version of the CSRD will now only have to report from 2027. Companies that would have had to report
from 2026 under the current legal framework will not be required to report until 2028. For companies that will already be
subject to the CSRD reporting obligations from 2024, however, the draft amendment does not provide for any specific
transitional provisions.


https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=OJ:L_202302772
https://eur-lex.europa.eu/legal-content/DE/TXT/HTML/?uri=OJ:L_202302772
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European Carbon Border Adjustment Mechanism (CBAM)

Requlation (EU) 2023/956 establishing a Carbon Border Adjustment Mechanism (“CBAM Regulation”) is intended to

prevent the leakage of greenhouse gas emissions to non-EU countries in certain economic sectors covered by EU
emissions trading. As this is a legal act, the provisions of the CBAM apply directly in EU Member States without the need for
national implementing legislation. German law only contains supplementary implementing provisions. Section 11(1)(4) of the
German Greenhouse Gas Emissions Trading Act (Treibhausgas-Emissionshandelsgesetz — TEHG) designates the German
Federal Environment Agency (Umweltbundesamt) as the authority responsible for implementing the CBAM.

The CBAM concerns the EU import of products and goods from carbon-intensive economic sectors defined in Annex | to the
CBAM Regulation (“CBAM goods”). It aims to ensure adequate carbon pricing for imports whose production emissions are
not within the scope of the European Union Emissions Trading System (“EU ETS”). By imposing a carbon price on CBAM
goods, the aim is to equalise the carbon costs of domestic products and imports.

The CBAM is being implemented in stages:

— During the transition phase that began in October 2023, importers of CBAM goods must declare the total quantity of
CBAM goods imported each quarter, along with the direct and indirect emissions associated with these goods and any
carbon price paid for these emissions in the country of origin, if applicable (Article 32 of the CBAM Regulation).

— Since 1 January 2025, importers must declare or apply for authorisation as CBAM declarants in the EU Member State
where they are established (Article 5(1) of the CBAM Regulation).

— From 1 January 2026, only authorised declarants will be able to import CBAM goods. In addition, the obligation to
acquire and surrender CBAM certificates will then apply (Article 20 ff. of the CBAM Regulation).

The CBAM is to be adapted and mitigated by “Omnibus Package 1”, which was presented by the EU Commission on 26
February 2025 to simplify bureaucracy. According to the Commission, the CBAM will be amended as follows:

— Small and medium-sized enterprises and individuals will be excluded from the scope of the CBAM by introducing an
annual threshold of 50 tonnes per importer.

— Simplification of the provisions for companies to which the obligations of the CBAM continue to apply.
— Tightening of provisions to prevent circumvention and abuse.
It is to be expected that the German government will promote industry-friendly regulations through the Council of the EU.


https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32023R0956
https://ec.europa.eu/commission/presscorner/detail/de/ip_25_614
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EU Deforestation Regulation

Requlation (EU) 2023/1115 (“EU Deforestation Regulation”) of 31 May 2023 provides that certain commodities and their

products may only be imported, exported or made available on the Union market if they are not associated with
deforestation or forest degradation. As the EU Deforestation Regulation is a regulation, it takes direct effect and does not
require an implementing act by EU Member States. The competent authority in Germany is the Federal Office for Agriculture
and Food (Bundesanstalt fir Landwirtschaft und Erndhrung).

The EU Deforestation Regulation applies to the placing and making available on the Union market as well as the export from
the Union of products (‘relevant products”) that contain, have been fed with or have been made using relevant
commodities, namely cattle, cocoa, coffee, oil palm, rubber, soya and wood (‘relevant commodities”) (Article 1(1) of the
EU Deforestation Regulation). In accordance with Article 3(a) to (c) of the EU Deforestation Regulation, these relevant
commodities and relevant products may only be placed or made available on the market or exported if they are
deforestation-free, have been produced in accordance with the relevant legislation and are covered by a due diligence
statement under Article 4(2) of the EU Deforestation Regulation.

In addition, the EU Deforestation Regulation governs further obligations of all market participants in the supply chain, in
particular:

— Collection of documents to prove compliance with the requirements of the EU Deforestation Regulation
— Carrying out of a risk assessment for each product concerned

Originally, the obligations under the regulation were to apply from 30 December 2024 and for micro-undertakings or small
undertakings from 30 June 2025. However, Requlation (EU) 2024/3234 of 19 December 2024 has postponed the date of
application by one year to 30 December 2025 and 30 June 2026 respectively.



https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32023R1115
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=OJ:L_202403234
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Forced Labour Ban Regulation

Requlation (EU) 2024/3015 prohibiting products made with forced labour on the Union market and amending Directive (EU)
2019/1937 (“Forced Labour Ban Regulation”) entered into force on 13 December 2024 and will apply from 14 December
2027 with a few exceptions. The Forced Labour Ban Regulation is intended to exclude products made with forced labour
from the EU market. The regulation applies in the EU Member States without any further implementing act.

The Forced Labour Ban Regulation supplements the requirements of the Corporate Sustainability Due Diligence Directive.
Unlike the latter, however, it does not focus on due diligence obligations, but instead prohibits products made with forced
labour. These may not be placed or made available on the Union market or exported from the Union market (Article 3 of the
Forced Labour Ban Regulation). The definition of forced labour under Article 2(1) of the Forced Labour Ban Regulation
makes reference to Article 2 of ILO Convention No. 29. Accordingly, forced labour is all work or service which is exacted
from any person under the menace of any penalty and for which the said person has not offered himself voluntarily.

Under Article 5(1) of the Forced Labour Ban Regulation, each Member State must designate one or more competent
authorities to be responsible for carrying out the obligations arising under the Regulation. The Commission or the competent
national authority must investigate, in accordance with Article 14 ff. of the Forced Labour Ban Regulation, whether violations
of Article 3 of the Forced Labour Ban Regulation have occurred. If a violation is identified, the competent authority will, in
accordance with Article 20(4) of the Forced Labour Ban Regulation, adopt a decision prohibiting the placing or making
available of the products concerned on the Union market and on exporting them and will require the economic operators that
have been subject to the investigation to withdraw the products that have already been placed or made available on the
Union market.

In accordance with Article 11 of the Forced Labour Ban Regulation, the EU Commission will make available guidelines for
fulfilling due diligence obligations with regard to forced labour by 14 June 2026.


https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32024R3015
https://eur-lex.europa.eu/legal-content/DE/TXT/?uri=CELEX:32024R3015
https://normlex.ilo.org/dyn/nrmlx_en/f?p=NORMLEXPUB:12100:0::NO::P12100_ILO_CODE:C029
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