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This article discusses the Corporate Sustainability Due 
Diligence Directive (CSDDD or Directive), approved on 
March 15, 2024, by the European Council (the same text 
was approved by the EU Parliament on 24 April 2024 and 

is now final). The CSDDD will require large EU and non-
EU companies to identify and address human rights and 
environmental impacts in their operations, supply chains 
and parts of their downstream value chains.

The March 15 vote follows a lengthy political saga which 
has seen a number of amendments to the text which had 
been agreed in principle by the Council and Parliament on 
December 14, 2023. While more restricted in scope than 
previously anticipated, the approved CSDDD nevertheless 
imposes wide-ranging due diligence obligations on a 
significant number of large EU and non-EU companies. The 
European Parliament is expected to vote on this text in the 
plenary session that will run from April 22nd until 25th, 
2024. If the European Parliament approves the CSDDD, 
formal adoption is expected in the first half of 2024, and it 
will then be implemented in each Member State.

To Which Companies Does 
the CSDDD Apply?
After a phase-in period, the Directive will apply to the 
following companies:

•	 EU companies and ultimate parent companies with 
more than 1,000 employees and a worldwide annual 
turnover higher than €450 million for each of the last 
two financial years.

•	 Non-EU companies and ultimate parent companies with 
more than €450 million net turnover generated in the 
EU in the financial year preceding the last financial year. 
Unlike the Corporate Sustainability Reporting Directive 
(CSRD), this will apply irrespective of whether the non-
EU company has a registered entity domiciled in the EU. 



•	 EU and non-EU companies that have entered into 
franchising or licensing agreements in the EU with third-
party companies in return for royalties. The CSDDD 
covers EU franchising companies with more than €22.5 
million in royalties and a net worldwide turnover of 
more than €80 million in the last financial year. The 
Directive covers non-EU franchising companies with 
more than €22.5 million in royalties in the Union and a 
net turnover in the Union of more than €80 million in 
the last financial year preceding the last financial year. 

The Directive will apply to companies that meet those 
conditions for two consecutive financial years.

Although not covered by the Directive, small and medium 
enterprises (SMEs) could be impacted as contractors or 
subcontractors to covered companies, for example where 
a company within the scope of the CSDDD looks to 
flow down due diligence obligations to its suppliers and 
contractors.

What are Companies Within 
the Scope of the CSDDD 
Required to Do?
The CSDDD sets out extensive due diligence obligations, 
based on the “soft law” international standards relating to 
human rights due diligence in the UN Guiding Principles 
on Business and Human Rights and OECD Guidelines for 
Multinational Enterprises. Companies must integrate risk-
based human rights and environmental due diligence into 
their policies and risk-management systems. They must 
adopt due diligence policies describing their approach, 
processes, and code of conduct. Due diligence to identify 
and address actual or potential adverse impacts should 
cover the six steps defined by the OECD Due Diligence 
Guidance for Responsible Business Conduct. These 
comprise: (1) integrating due diligence into policies and 
management systems, (2) identifying and assessing adverse 
impacts, (3) preventing, ceasing, or minimizing actual and 
potential adverse impacts, (4) monitoring and assessing 
the effectiveness of measures, (5) communicating, and  
(6) providing remediation.

Due diligence must address risks of adverse impacts in 
a company’s upstream chain of activities which includes 
the design, extraction, sourcing, manufacture, transport, 
storage and supply of raw materials, products or parts, 
and development of the company’s product or service. 
Downstream risks are covered only with business partners 
engaged in distribution, transport, and storage of the 
product for or on the company’s behalf (impacts associated 

with the disposal or end use of the product or service 
have been excluded). Due diligence obligations of financial 
services companies, such as banks, insurance companies 
and asset managers, are limited to their own operations and 
their upstream supply chains, not their downstream value 
chains.

EU and non-EU large companies and their ultimate 
parent companies are also required to adopt and put into 
effect a transition plan for climate change mitigation that 
complies with the Paris Agreement goal to limit global 
warming to 1.5°C and with the EU objectives to achieve 
climate neutrality by 2050. The plan must cover Scopes 
1 – 3 emissions and set time-bound targets related to 
climate change for 2030. It must also set intermediate 
targets in five-year steps up to 2050, based on conclusive 
scientific evidence, as well as key actions planned to 
reach those targets. This is an obligation of means, not 
results. Companies complying with CSRD climate change 
reporting, and companies covered by a parent company’s 
plan, are deemed to have met the obligation to adopt 
a plan. In addition to these topics, the CSDDD also 
addresses financial companies’ due diligence as well as the 
inclusion of due diligence criteria in public and concessions 
contracts, among a host of other topics. This article is 
not a full summary of the CSDDD text. The full text can 
be consulted here: https://data.consilium.europa.eu/doc/
document/ST-6145-2024-INIT/en/pdf.

When Will the CSDDD 
Requirements Come into 
Effect?
EU Member States will have two years from the entry into 
force of the Directive to enact transposition measures. The 
measures will apply to the companies affected within three 
to five years from the entry into force of the CSDDD, as 
set out by the following staggered timetable:

•	 EU companies and ultimate parent companies with 
more than 5,000 employees and an annual net turnover 
higher than €1,500 million: three years

•	 EU companies and ultimate parent companies with 
more than 3,000 employees and an annual net turnover 
higher than €900 million: four years

•	 Non-EU companies and ultimate parent companies that 
have generated a net turnover in the EU higher than 
€1,500 million: three years

•	 Non-EU companies and ultimate parent companies that 
have generated a net turnover in the EU higher than 
€900 million: four years

https://data.consilium.europa.eu/doc/document/ST-6145-2024-INIT/en/pdf
https://data.consilium.europa.eu/doc/document/ST-6145-2024-INIT/en/pdf


•	 EU companies and ultimate parent companies with 
more than 1000 employees and an annual net turnover 
higher than €450 million, and non-EU companies and 
ultimate parent companies with an annual net turnover 
higher than €450 million generated in the EU, as well 
as companies with a franchising or licensing business 
model that fall under the scope of the Directive: five 
years

How Will the CSDDD be 
Enforced and What are 
the Penalties for Non-
Compliance?
Where a company fails to implement adequate due 
diligence in accordance with the CSDDD, it may be liable 
for administrative penalties and civil law damages:

Civil law damages: under the Directive, a company will not 
be liable where damage was caused “only” by its business 
partners in its chain of activities (for example, a supplier). 
However, the scope of this limitation is unclear. Under 
the UN Guiding Principles, which underpin various aspects 
of the CSDDD, a purchaser company contributes to an 
adverse labor rights impact caused by a supplier where 
it applies undue pressure to that supplier to cut costs, in 
the knowledge that there is a risk that this might result in 
lowering labor standards. It is unclear whether, in these 
circumstances, the purchaser would benefit from the 
exclusion of liability under the CSDDD. Such issues of 
causation are generally left to the discretion of EU Member 
States in implementing the Directive.

Administrative sanctions: each EU Member State will 
designate a supervisory authority to monitor whether 
companies comply with their human rights and 
environmental due diligence obligations. These authorities 
will be able to launch inspections and investigations, receive 
substantiated concerns, order cessation or remediation, and 
impose penalties on non-compliant companies, including 
“naming and shaming” and fines of up to 5% of their net 
worldwide turnover.

Other Due Diligence 
Obligations
Companies that fall outside the scope of the CSDDD 
may nonetheless be subject to specific human rights and 
environment-related due diligence obligations under other 
measures of EU or domestic law, depending on their 
business sector, size and area of geographical operations, 

in particular: the Deforestation Regulation, the Batteries 
Regulation, and the Conflict Minerals Regulation.

For each of these regulations, see (1) Regulation (EU) 
2023/1115 of the European Parliament and of the 
Council of 31 May 2023 on the making available on the 
Union market and the export from the Union of certain 
commodities and products associated with deforestation 
and forest degradation and repealing Regulation (EU) No 
995/2010); (2) Regulation (EU) 2023/1542 of the European 
Parliament and of the Council of 12 July 2023 concerning 
batteries and waste batteries, amending Directive 2008/98/
EC and Regulation (EU) 2019/1020 and repealing Directive 
2006/66/EC; and (3) Regulation (EU) 2017/821 of the 
European Parliament and of the Council of 17 May 2017 
laying down supply chain due diligence obligations for 
Union importers of tin, tantalum and tungsten, and their 
ores, and gold originating from conflict-affected and high-
risk areas.

The first two regulations have a very broad scope. 
The Deforestation Regulation covers a wide range of 
commodities (products based on cattle, cocoa, coffee, 
oil palm, rubber, soya, and wood), while the Batteries 
Regulation applies to any type of batteries placed on the 
European market (either portable, LMT, SLI, industrial and 
electric vehicles batteries). In-scope products are listed in 
Annex I of the Deforestation Regulation. Consequently, 
numerous sectors are impacted, from food and fashion to 
automotive and transportation.

More specifically, the due diligence obligations aim to 
collect information, data, and documents to ascertain 
the origin of either the above-mentioned commodities 
(Deforestation Regulation), or of the lithium, cobalt, nickel, 
natural graphite, and chemical compounds based on these 
raw materials used to manufacture batteries (Batteries 
Regulation). Operators are also required to adopt risk 
assessment and mitigation measures. These due diligence 
policies must address both social and environmental risks, 
which include, for instance, child and forced labor, GHG 
emissions, water-related issues (water pollution, access 
to water, flooding), or damage to wildlife and ecosystems. 
Furthermore, operators can be subject to complementary 
obligations, such as the establishment of a grievance 
mechanism.

Penalties for non-compliance with both regulations are to 
be adopted by Member States. The Batteries Regulation 
specifies only that the sanctions must be “effective, 
proportionate and dissuasive”. See Article 93 of the 
Batteries Regulation. The Deforestation Regulation is more 
precise and lays down a list of possible penalties: they 
may include fines up to 4% of the operator’s total annual 
Union-wide turnover, confiscation of the relevant products 



from the operator or revenues gained by the operator from 
transactions with the relevant products, temporary exclusion 
from public procurement processes and from access to 
public funding, and temporary prohibition from placing 
or making available on the European market the relevant 
products. See Article 25 of the Deforestation Regulation.

In addition to the due diligence obligations described above, 
some European countries have also enacted domestic 
mandatory human rights and environmental due diligence 
legislation. A summary of these measures is provided 
through the K&S Business & Human Rights Regulation 
Tracker. In addition, the CSRD imposes reporting obligations 
on certain companies doing business in the EU to report on 
the human rights and environmental due diligence programs 
which they have in place, in accordance with a set of 
sustainability reporting standards which are broadly aligned 
with the international standards on which the due diligence 
obligation under the CSDDD is founded.

Related Content
Resource Kits
•	 Environmental, Social, and Governance (ESG) Resource 

Kit

•	 Climate Change Resource Kit

Articles
•	 The New EU Corporate Sustainability Reporting 

Directive: What Does It Mean For Non-EU Companies

•	 SEC Adopts New Climate Change Disclosure 
Requirements: Client Alert Digest

Practice Notes
•	 Materiality: Relevant Laws, Guidance, and Determination 

Guidelines

•	 Greenwashing Trends and Risks

https://www.kslaw.com/pages/business-human-rights-regulation-tracker
https://www.kslaw.com/pages/business-human-rights-regulation-tracker
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A627P-9HN1-JNS1-M13M-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A627P-9HN1-JNS1-M13M-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A6365-XG61-FFMK-M319-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A6BYP-9123-RWTJ-H2NK-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A6BYP-9123-RWTJ-H2NK-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A6BN5-MP13-S0XY-D50T-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A6BN5-MP13-S0XY-D50T-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A576Y-2CH1-DXPM-S054-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A576Y-2CH1-DXPM-S054-00000-00&context=1000522
https://advance.lexis.com/open/document?collection=analytical-materials&pddocfullpath=%2Fshared%2Fdocument%2Fanalytical-materials%2Furn%3AcontentItem%3A69HG-2T51-FGY5-M00H-00000-00&context=1000522


LexisNexis, Practical Guidance and the Knowledge Burst logo are registered trademarks of RELX Inc.
Other products or services may be trademarks or registered trademarks of their respective companies. © 2024 LexisNexis

LexisNexis.com/Practical-Guidance

This document from Practical Guidance®, a comprehensive resource providing insight from leading practitioners, is reproduced with the 
permission of LexisNexis®. Practical Guidance includes coverage of the topics critical to practicing attorneys. For more information or to sign 
up for a free trial, visit lexisnexis.com/practical-guidance. Reproduction of this material, in any form, is specifically prohibited without written 
consent from LexisNexis.

Peter Hood, Counsel, King & Spalding
Peter is counsel in King & Spalding’s London office, specializing in public international law, ESG, sanctions and business and human rights.  
He has represented states and businesses in some of the leading cases in his field, in the UK and internationally.  In addition to his disputes 
practice, Peter also advises multinationals on human rights and environmental issues in their operations and supply chains, with a particular 
focus on the energy, tech, mining and automotive sectors.

Douglass Cassel, Counsel, King & Spalding
Douglass Cassel specializes in business and human rights, international human rights law, and international law.  As scholar and practitioner, 
he publishes influential articles in each of these fields, teaches in leading law schools, counsels clients, conducts investigations and 
negotiations, and represents and defends clients before national and international courts and human rights bodies. He advises corporations 
and attorneys on developments in the field of business and human rights and ESG, assists in developing policies and practices on human 
rights due diligence and risk avoidance, and helps resolve claims of adverse impacts by claimants, shareholders and ESG rating agencies.
Professor Cassel is a widely recognized expert on business and human rights, international human rights law, and public international law.  
He has taught in these fields for decades, most recently at Notre Dame Law School, where he was a Notre Dame Presidential Fellow. He 
has also taught and lectured on these subjects at leading universities in Belgium, England, Hungary, Mexico and Spain. He has published 
more than one hundred scholarly articles and reviews.
Cassel has represented international law experts, retired United States diplomats, and other distinguished amici curiae in eight cases before 
the United States Supreme Court and advised in two others. Most recently, he represented amici former United States diplomats and 
international development practitioners, including Joseph Stiglitz, Nobel Prize-winning economist and former Senior Vice President and Chief 
Economist of the World Bank, in urging the Court to allow judicial review of loan activities by the International Finance Corporation.
Cassel has assisted human rights victims before the Inter-American Commission and Court of Human Rights, the European Court of Human 
Rights, and the International Criminal Court.  In 2021 he secured precautionary measures from the Inter-American Commission on behalf 
of the owners of Nicavisión, S.A., who credited the measures for saving the last independent TV station with nationwide coverage in 
Nicaragua.  He also represents both victims and companies before United Nations human rights bodies.
His articles have been published in the Business and Human Rights Journal, Business Ethics Quarterly, and many other scholarly journals.  He 
authored the chapter on jurisdiction in Research Handbook on Human Rights and Business (Edward Elgar Pub. 2020). On behalf of the 
American Bar Association’s Human Rights Center and the Law Society of England and Wales, he was principal author of the White Paper: 
Options for a Treaty on Business and Human Rights (2015).  He is a member of the editorial board of the ABA’s Key Business and Human 
Rights Documents.
Cassel has both defended and sued major corporations. Before the Inter-American Commission on Human Rights and various United 
Nations human rights rapporteurs, he defended Chevron from an attempt to enforce a fraudulent judgment entered against the company in 
Ecuador.
He is experienced in investigations, negotiations and diplomacy. He was Legal Advisor to the United Nations Truth Commission for El 
Salvador; investigated military massacres in Colombia and Thailand; and chaired an independent international panel investigating paramilitary 
killings in Northern Ireland.  Colombia’s Nobel Laureate President Juan Manuel Santos called on him to help negotiate the transitional justice 
provisions of the peace treaty with FARC guerrillas.  President Santos later awarded Cassel the highest honor given by Colombia to foreign 
civilians.
A former president of the Due Process of Law Foundation, Cassel was elected four times by the Organization of American States to serve 
on the Board of the Justice Studies Center of the Americas, of which he was president.
Cassel is recognized by Chambers & Partners in Business and Human Rights Law – Global Market Leaders (Band 3).  The citation notes, “An 
impressed client reports: ‘He is especially knowledgeable in the transnational legal questions that arise, as reflected in his acknowledged 
expertise in the UNGP [UN Guiding Principles on Business and Human Rights] and its applicability to some headline cases. An additional 
strength of Doug’s work is his ability to work and communicate multilingually. He is an immense asset to the legal profession and to his 
firm.’”

Alex Levin Canal, Associate, King & Spalding
Alex Levin is an associate in the Trial and Global Disputes Practice Group of King & Spalding’s Geneva office. His practice focuses on 
international arbitration and litigation.

Anne-Eva Antonenko, Associate, King & Spalding
Anne-Eva Antonenko is an associate in King & Spalding’s Paris Environmental, Health, and Safety (EHS) practice and focuses on 
environmental law, both in counseling and litigation.

https://www.lexisnexis.com/en-us/products/practical-guidance.page

	Bookmark_CITEID_1532719
	To_Which_Companies_Does_the_CSDDD_Apply?
	Bookmark_CITEID_1532720
	What_are_Companies_Within_the_Scope_of_t
	Bookmark_CITEID_1532721
	When_Will_the_CSDDD_Requirements_Come_in
	Bookmark_CITEID_1532722
	How_Will_the_CSDDD_be_Enforced_and_What_
	Bookmark_CITEID_1532723
	Other_Due_Diligence_Obligations
	Bookmark_CITEID_1532724
	Related_Content



