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STUDY METHOD

Gleiss Lutz asked 200 companies in Germany to take part in an online survey entitled “The Role
of Sustainability in Corporate Governance and Reporting”. The survey started in January 2024.
The companies surveyed comprised 40 DAX-listed companies, 50 MDAX-listed companies and
110 other listed and non-listed companies.

Each company was asked to provide only one survey response, by one or more persons familiar
with the subject. The online questionnaire was developed, distributed and evaluated by Gleiss
Lutz. It had four parts and a total of 40 questions. Gleiss Lutz conducted the survey using standard
survey software.

Participants were able to fill out the questionnaire anonymously, save it and forward it to
colleagues to be completed. The response rate was 16%, with 32 questionnaires completed.

Individual respondents made themselves available for in-depth interviews that were conducted
in February and March 2024 by video conference. Those interviewees’ statements have been
included in various parts of this study in anonymised form.

We would like to thank the survey participants and interviewees for their valuable insights.
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DEAR READER,

Firmly establishing ESG as a part of corporate governance and meeting the additional sustainability
reporting requirements is challenging — both legally and organisationally. The regulatory environment
is complex and evolving.

When advising our clients, we are increasingly asked how other companies approach these
challenges: Is there a gold standard? What are the options? What makes the most legal sense, and
what is the most practical?

That is what prompted Gleiss Lutz to survey a representative group of listed and non-listed companies
on this issue with the aim of establishing more transparency. The results of the anonymous survey are
summarised in this study.

We hope you enjoy reading the insights it contains and look forward to further discourse around these
issues.

Dr. Adrian Bingel Dr. Vera Rothenburg Teresa Link
Partner Partner Lawyer
Corporate Corporate Corporate



EXECUTIVE SUMMARY

Current trends in corporate sustainability

Environmental, social, and governance (ESG) issues are becoming increasingly important for listed and non-listed

companies alike, particularly due to constantly intensifying regulatory requirements. That is also reflected by the
1 seriousness with which ESG issues are taken at board meetings: Our survey shows that ESG issues are now of

elevated importance and will continue to increase in importance in the medium term. Supervisory boards are also

more and more concerned with sustainability issues alongside their advisory and supervisory functions.

While there is often discussion about establishing sustainability committees within supervisory boards, few of the

companies surveyed have done so. Sustainability is increasingly considered a task of the board as a whole; ESG
2 tasks and expertise are distributed across existing committees. Where a sustainability committee has been
established, cooperation with other committees and the plenary board is good to very good.

According to our survey, supervisory board members mainly acquire sustainability expertise through ESG training.
Audit committee members draw their ESG expertise primarily from experience gained from other (prior) corporate

body engagements, and from their work on the audit committee. According to German Corporate Governance
3 Code recommendation C.1, listed companies should also disclose sustainability expertise in their skills and
expertise profile. Although there is no such recommendation for non-listed companies, most of the non-listed
companies surveyed have also prepared skills and expertise profiles that include sustainability issues.

Employees below board level are also taking responsibility for sustainability issues at a growing rate. The majority
of companies surveyed have their own ESG department. Other employees are mainly involved on a cross-depart-
4 mental basis, as employees can make suggestions for sustainability topics. It is also very common for employees
to receive ESG training. Further, more than two thirds of companies surveyed have their employees sensitised to

ESG issues by management.




Alongside the ESG work they do internally at the level of corporate bodies and employees, companies also
require external ESG advice. According to our survey, there is a particular need for external assistance with the
interpretation and the legally compliant implementation of regulatory requirements. Only rarely do companies set
up sustainability advisory boards comprising external experts, and that is likely to remain so in the future. With
respect to the CSRD, companies responded that they need the most advice on how to interpret ESRS standards
and how to collect information.

All 40 DAX companies take sustainability targets into account in their internal control and risk management
systems (ICS and RMS) and in their corporate planning in accordance with German Corporate Governance Code
recommendations A.1 and A.3. While the non-listed companies surveyed do include sustainability targets in their
ICS and RMS, sustainability targets play a much less significant role in their corporate planning. Most companies
surveyed said that the CSRD compelled them to improve existing reporting systems and even implement new

systems.

The CSRD is setting new standards in sustainability reporting. To meet its requirements, most companies have
established dedicated sustainability reporting departments. Finance departments also assist in many cases, for
example by providing expertise and data collection structures. Legal departments often only play a minor role in
CSRD reporting, and are usually only called in to assist with the interpretation of specific requirements or help with
drafting.

There is a certain range in management board members’ knowledge of CSRD topics: While non-listed companies
consider their knowledge to be either somewhat insufficient or very good, responses from listed companies tend
to fall midrange. Their general willingness to train management board members on CSRD issues is corresponding-
ly high. The companies surveyed believe that their supervisory board members have a level of CSRD knowledge

appropriate to the performance of supervisory duties.
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ESG issues are part of the work of management boards’, supervisory bodies, and regular employees. However, they present
challenges at every level - including some for which there are no established, identifiable best practices to address them. This
Gleiss Lutz study aims to shed light on what challenges ESG presents for corporate governance, how sustainability issues
are becoming an integral part of corporate organisations, what sustainability work is done at corporate body and employee
level, and what the relevant issues are in respect of the Corporate Sustainability Reporting Directive (CSRD). This study also
attempts to provide an overview of these issues that is useful to both listed and non-listed companies.

Management board’s sustainability expertise

Given increasing legal requirements such as the en-
shrining of sustainability in the German Corporate
Governance Code and the imminent transposition
of the CSRD in European Union member states,
management boards need to adapt their organisa-
tion to meet the new challenges — both strategically
and operationally. Companies are asking themselves
where at board level to best place sustainability.

Our survey shows that there is usually one manage-
ment board member who has responsibility for sus-
tainability alongside their other areas of responsibility;
at listed companies, that person is often the chairper-
son of the management board themselves. Compa-
nies rarely give a board member responsibility for just
sustainability. Some companies — mostly non-listed
— have established a separate ESG committee that
usually shares responsibility with a designated board
member or the management board as a whole.

In this study, the term “management board” refers to the
executive bodies of both German stock corporations (Aktienge-
sellschaft) and undertakings with other legal forms.

“Who on the management board is responsible for
the topic of ‘sustainability’?”

Sustainability is the responsibility of the entire
management board

Sustainability is the responsibility of various
management board members each with
responsibility for various board areas

Only one management board member has
exclusive responsibility for sustainability

One management board member is respon-
sible for
sustainability alongside other topics

The chairperson of the board has responsibility

Part of another
management board area

There is an ESG committee at management
board level

Other

0% 20% 40% 60%
m Listed Non-listed

Figures rounded. Multiple responses permitted.

“What sustainability expertise requirements do you have of
management board members?”

Dedicated vocational training in at least
one of the areas of sustainability
(E, SorG)

Dedicated further education in at least
one of the areas of sustainability

Professional activity with relevance to
sustainability issues (without dedicated
training or further education)

Our management board does not yet
have any sustainability expertise

Other

0% 20% 40% 60% 80%
m Listed Non-listed

Figures rounded. Multiple responses permitted.



Our results emphasise that sustainability has long
played a significant role for the management board at
most of the companies surveyed. A slight majority see
no need to expand sustainability expertise on the man-
agement board. Where they do plan to expand that
expertise, it will primarily be to integrate sustainability
targets into corporate planning and strategy and meet
increased regulatory requirements.

“Do you plan to expand your management board’s sustainability
expertise in the next two financial years? If so, for what reasons?“

Yes

59%

No

To integrate sustainability targets
into corporate planning
and strategy

To meet increased regulatory
requirements (e.g. reporting
obligations)

For public perception

Because it is market practice

Out of social/ecological
conviction

Figures rounded. Multiple responses permitted.

External advice needed on sustainability issues

Media coverage and increasing climate litigation are
creating a need for external advice on sustainability is-
sues. In a growing number of cases, climate activists
and environmental organisations are bringing lawsuits
not only against governments, but against individual
companies too. In 2021, Shell became the first com-
pany ever to be ordered to meet climate targets follow-
ing a court ruling in the Netherlands. This development,
combined with increasing legal requirements, is raising
pressure on companies. It is therefore no surprise that
the companies surveyed see their greatest need for ad-
vice in managing ESG risks.

However, the individual responses reveal differences
between listed and non-listed companies: It is appar-
ent that only listed companies see the need to obtain
external advice on making appointments to corporate
bodies and preparing descriptions of those bodies and
their activities, for example the report of the superviso-
ry board and corporate governance declaration. That
is likely attributable to the extensive reporting require-
ments of listed companies. That both listed and es-
pecially non-listed companies have an above-average
need for advice on the interpretation and legally com-
pliant implementation of regulatory requirements, how-
ever, underpins the criticism from some quarters of the
jumble of different standards and tightening regulation
around the issue of sustainability.

91%

91%

36%

0%  20%  40%  60%  80%  100%

“Where do you see the greatest need for external advice on
sustainability issues in future?”

Including sustainability aspects in manage-
ment board remuneration

Corporate body appointments and descrip-
tions of corporate bodies and their activities

Generating and evaluating information
for the sustainability report

Integrating sustainability targets into
corporate planning

Interpretation and legally compliant implemen-
tation of regulatory requirements

Managing ESG risks
(e.g. greenwashing and climate litigation)

Sustainability issues related to
shareholders’ meetings

Internal structures and ESG expertise

Transparent communication of data collected
(for the sustainability report)

Marketing ESG activities

0% 20% 40%

m Listed

Figures rounded. Multiple responses permitted.

60% 80% 100%

Non-listed
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The increasing regulation is one of the reasons that
academics and practitioners alike increasingly favour “Do you plan to set up a sustainability advisory board of external
sustainability advisory boards comprising external ex- experts to advise the management board in the near future?”

perts. Sustainability advisory boards can be tasked
with presenting sustainability strategy suggestions to

the management board and assisting the transforma- Yes
tion towards sustainable business based on the latest

findings. Few of the companies we surveyed plan to Wo alreacy nave
establish such an advisory board in the next two finan- advisory board
cial years; longer term, only one in seven of the compa- That has never
nies surveyed has plans to introduce such an advisory diaasion et

our company

board. In practice, there is significant variance among
companies that have established a sustainability advi-

sory board with respect to their powers. Some advisory 36%

boards have their own information, consultation and ini- 0% 20% 10% 60%
tiative right; others are limited to an advisory role; others u Listed Non-listed

again investigate the company’s progress on sustain-

ability independently. The advisory boards comprise ex- Figures rounded. Multiple responses permitted.

perts from academia, government and business.

The jumble of different standards and
increasing regulation means that companies

need external sustainability advice.




Relevance of sustainability in remuneration - management and employees

Since 1 January 2020, listed companies in Germany
have been obliged to gear their remuneration structure
towards the company’s “sustainable and long-term”
development. The legal basis for that obligation is
section 87(1), sentence 2 Stock Corporation Act (Ak-
tiengesetz, AktG), which was amended by the Act Im-
plementing the Second Shareholders’ Rights Directive
(“ARUG II”). One way of meeting these requirements
widely used in practice is the integration of ESG tar-
gets into variable remuneration. Companies can select
targets from the areas of environment (e.g. climate, re-
source consumption, biodiversity conservation), social
(customer and employee satisfaction, diversity, health
and safety at work) and governance (e.g. compliance).
German Corporate Governance Code recommendation
G.1 also recommends taking non-financial performance
criteria into account when granting variable remunera-
tion components.

Our survey shows that listed companies place greater
emphasis on sustainability aspects in their management
board members’ remuneration than non-listed compa-
nies. That is likely due to the fact that the requirements
of section 87(1), sentence 2 AktG and German Cor-
porate Governance Code recommendation G.1 apply
once a company is listed. This discrepancy between
listed and non-listed companies is unlikely to change
in the foreseeable future, given the rather critical stance
held by the non-listed companies surveyed towards the
future integration of sustainability aspects into the vari-
able components of management board remuneration.

Listed and non-listed companies have a more uniform
view of attaching sustainability considerations to the re-
muneration of employees below board level: A majority
of companies surveyed see little benefit to this option
at present or in the future — the non-listed companies
even less so than the listed companies. There are cur-
rently no statutory regulations or recommendations for
including sustainability aspects in remuneration below
management board level, which may explain the rather
low significance it holds for listed and non-listed com-
panies alike.

“Do ESG issues already play a role in variable management
board remuneration?”

22%

10%
22%

No, but planned for the future

0,
No, and not planned for 5%
the future 33%

No, we have not taken | 0%
this into consideration

yet 22%

0% 20% 40% 60% 80% 100%

m Listed Non-listed

Figures rounded. Multiple responses permitted.

“Does sustainability have any relevance to remuneration below
management board level?”

Yes, at the first
management level
below the management
board

Yes, below the first
management level

0% 20% 40% 60% 80%
m Listed Non-listed

Figures rounded. Multiple responses permitted.

“If not, do you plan to consider sustainability with respect to
remuneration below management board level in the future?”

Yes

0% 20% 40% 60% 80%

m Listed Non-listed

Figures rounded.
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Relevance of ESG issues at management board and supervisory board level

Sustainability is a topic caught between the demands
of legislation, public opinion and commercial success —
and that is one of the reasons that sustainability issues
are gaining importance for all corporate bodies. Spe-
cific questions about ESG issues are increasingly be-
ing asked at shareholders’ meetings, and discussions
about Say on Climate resolutions are becoming more
and more common. Our study includes analysis of the
relevance of sustainability issues at management board
and supervisory board level:

The companies surveyed describe the role of ESG is-
sues in board meetings as being of above-average rel-
evance. ESG issues were often a subject of particular
focus - for example, with their own agenda item - at
board meetings in the past financial year. Unlike listed
companies, non-listed companies plan to place even
greater focus on this issues at management board
meetings in future.

The fact that supervisory and advisory tasks relating to
sustainability play a more important role on the super-
visory board than for the management board is likely
due to the concentration of supervisory board tasks into
fewer meeting days and to the variety of topics that the
management board has to deal with when managing a
company.

"What role did ESG issues play in management board meetings in
the last financial year?"

1to4

5t07

810 10

0% 20% 40% 60% 80% 100%
m Listed Non-listed

Figures rounded. Scale from 1 (smallest) to 10 (greatest).

“Do you plan to give greater consideration to ESG topics at future
meetings?”

Yes

0% 20% 40% 60% 80% 100%
m Listed Non-listed

Figures rounded.

"To what extent do the supervisory board’s supervisory and advisory
duties concern or focus on sustainability issues?”

1to4

5t07

810 10

0% 20% 40% 60%
m Listed Non-listed

Figures rounded. Scale from 1 (small extent) to 10 (large extent).

10



How does the supervisory board acquire sustainability expertise?

The law does not yet require that supervisory board
members have specific ESG expertise — unlike the ac-
counting expertise required of supervisory board mem-
bers at stock corporations under section 100(5) AktG.
For listed companies, German Corporate Governance
Code recommendation C.1 recommends that the su-
pervisory board’s skills and expertise profile “also com-
prise expertise regarding sustainability issues relevant
to the enterprise”. Changing market practice, investor
demands, and CSRD implementation requirements,
however, make a certain level of sustainability expertise
appear essential for the supervisory boards of all com-
panies — even outside the relevant committees. That
means the supervisory bodies of non-listed companies
increasingly need to ensure that sustainability expertise
is distributed across the body as a whole.

The question of how to ensure sustainability expertise
across the entire supervisory board is therefore crucial.
The most common means of expanding that expertise
among the companies we surveyed is providing ESG
training for all supervisory board members. In the inter-
views we conducted, interviewees responded that this
training was often designed and executed internally, but
sometimes externally supported. We have also seen
that candidates with ESG expertise are frequently pro-
posed for the supervisory boards. It emerged during the
interviews that companies definitely notice competition
in their search for suitable candidates. Unsurprisingly,
only around a third of the companies surveyed — primar-
ily non-listed companies — have no plans to expand their
sustainability expertise.

Supervisory board audit committees have particular in-
volvement with sustainability. Since the amendment to
German Corporate Governance Code recommendation
D.3, audit committees have been responsible for audit-
ing sustainability reports, at least at listed companies.
Our study shows that the expertise in sustainability re-
porting required to do this is usually acquired through
relevant practical experience and through multiple years
of involvement in sustainability reporting on audit com-
mittees.

“How does the supervisory board as a whole acquire sustainability

expertise (in the long term)?”

ESG training for all
supervisory board members

ESG training for
sustainability experts only

Increased focus on
candidates with
sustainability expertise

No expansion of sustainability
expertise planned

44%

0% 20% 40% 60%
m Listed Non-listed

Figures rounded. Multiple responses permitted.

“Where do the experts on the audit committee
get their expertise in sustainability reporting?”

Multiple years of experience in
sustainability reporting on the audit 78%
committee

Relevant supervisory board engagement 0,
(current/past) 28%

Relevant management board engagement 61%
(current/past) °

Other sustainability-related 229
experience within the company °

(Past) engagement as a 0,
financial auditor 22%

Dedicated training 33%

Other 6%

80%

0% 20% 40% 60%

Only listed companies were asked this question. Figures rounded.
Multiple responses permitted.

11

80%
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Supervisory board skills and expertise profile

German Corporate Governance Code recommendation
C.1 recommends creating a profile of skills and exper-
tise for the supervisory boards of listed companies, in-
cluding expertise on sustainability issues relevant to the
enterprise.

Publicly available sources show that all of the DAX-list-
ed companies have followed this recommendation,
although they often only cite the general term “sus-
tainability” as expertise. Our study shows that in the
2023 financial year, most companies did not differen-
tiate between environmental, social and governance in
their supervisory board’s qualification matrix. However,
some companies are considering changing that. In an
in-depth interview with one company, its representative
cited the complexity of the individual topics as a reason
to differentiate. According to the company, it is difficult
to display in-depth knowledge in all areas, which is why
sustainability expertise should be differentiated in future.

Of the non-listed companies surveyed, around 71%
have a skills and expertise profile for their supervisory
board. As the German Corporate Governance Code
only serves as non-binding guidance for non-listed
companies, it is remarkable that 60% of these skills and
expertise profiles already cover sustainability aspects.

The German Corporate Governance Code does not
specify how the skills and expertise profile has to be
structured, although the Government Commission had
already provided for this in previous amendments to
the Code — for example in the templates for the 2017
remuneration tables. Listed companies therefore have
room for manoeuvre in this respect, which could also
give rise to the desire for a model table. However, a
slight majority of the participating listed companies
have no such desire. Some companies interviewed
said that a model table would have saved lengthy dis-
cussions, and thus working time, and would therefore
have been desirable — also as a means of improv-
ing comparability for investors. Others saw no need
for standardisation and preferred to have flexibility.

“Does your supervisory T No
board

have a skills and
expertise profile?”

Only non-listed companies were asked this question. Figures rounded.

“If it does have a skills and TNo
expertise profile,

does that profile cover sus-
tainability aspects?”

Only non-listed companies were asked this question. Figures rounded.

“Would you like to see the

Government Commission

provide a model table so No Yes
that the supervisory

board’s expertise can 58%

be described in a stan-

dardised, comparable

way?”

Only listed companies were asked this question. Figures rounded.
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Supervisory board sustainability committee

Setting up a sustainability committee may be a good
way of more effectively addressing the increasing num-
ber of sustainability-related supervisory board tasks.
Even though there is no legal obligation to set up such
a committee, nor any requirement under the German
Corporate Governance Code to do so, it is a recurring
topic of discussion in supervisory boards practice.

The responses of the companies surveyed are some-
what conservative in this regard: A majority of around
68 % responded that their supervisory board did not
have a sustainability committee, with an overwhelming
95 % of these respondents also indicating that they had
no plans to set up such a committee in the next two
financial years, either. The main reason for this is that
ESG tasks and expertise are already allocated to the
existing committees in the companies surveyed and
sustainability is seen more as the responsibility of the
board as a whole. One DAX corporation, for example,
said during an in-depth interview that ESG is too diverse
a topic with too broad an impact on all business areas
to be delegated to a separate committee. From a prac-
tical point of view, companies also frequently voiced the
concern that a sustainability committee could create
inefficiencies, leading to less attention being paid to
sustainability.

While the trend in market practice depicted here may be
clear, coordination with other committees and the ple-
nary board nevertheless works well for the respondents
whose companies have a sustainability committee.
Contrary to the concerns mentioned above, none of the
companies with a sustainability committee experience
any redundancies or inefficiencies.

“Does your supervisory board have a sustainability committee?
If not, for what reasons?”

ESG tasks and
Yes expertise already allocated to 57%
existing committees

Increased need for coordina-
tion between sustainability
committee and other com- 14%

mittees jeopardises efficient
implementation

Lack of resources 5%

Other 29%

0% 20% 40% 60%

Figures rounded. Multiple responses permitted.

“If your supervisory board does not have a sustainability committee,
do you have any plans to set up such a committee in the next two
financial years? If so, for what reasons?”

Yes, to handle ESG tasks more efficiently

(reducing workload of existing committees, 5%
relevance of ESG)

Yes, in line with market practice 5%

Yes, due to external recommendation 5%

(e.g. from advisors)

Yes, due to effect on public perception 5%
(especially for potential investors) °

No 95%

0% 20% 40% 60% 80% 100%

Figures rounded. Multiple responses permitted.

“If your supervisory board has a sustainability committee, how good
is coordination with other committees and the plenary board?”

1to4 | 0%
5t07 30%
81010 70%
0% 20% 40% 60% 80%

Figures rounded. Scale from 1 (not so good) to 10 (very good).

13
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Responsibility for sustainability issues

at employee level

Responsibility for dealing with sustainability issues is
not limited to management and supervisory boards —
it plays an important role below board level, too. We
asked the companies surveyed who was responsible

“Who is responsible for sustainability issues at your company below

management board level?”

for sustainability issues below management board level,
. . i Dedicated ESG department 69%

with a dedicated ESG department being most frequent-
ly cited by listed and non-listed companies alike. So Cross-departmental implementation

) . . ) (e.g. specialist departments implement 28%
while companies tend not to bundle these issues in the sustainability goals)
hands of a committee at supervisory board level, they Complance .
often ensure focused handling at employee level by way
of a dedicated ESG department. Legal 19%
Survey respondents also said that they involve their em- bR | 13%
ployees primarily via voluntary training and take employ-
ees’ suggestions on sustainability issues into account. Strategy 16%
More than two thirds find it important for management
to raise employees’ awareness of ESG issues. Adhering Communications/Investor Relations | 16%
to ESG standards is accordingly an important compo-
nent of a good compliance system (tone from the top). Supply Chain Management 22%

Other | 9%
0% Zd% 4d% Gd% Bd%

Figures rounded. Multiple responses permitted.

“How do you generally involve your employees in sustainability

issues, also with a view to achieving sustainability goals?”

Compulsory training
(workshops and the like)

Voluntary training
(workshops and the like)

ESG sensitisation by management

Employees can make suggestions about
sustainability management practices or
other sustainability issues

(Video) conferences or other meetings to promote
and coordinate sustainability projects

In-house learning platform specifically
for sustainability issues

Other

32%
58%
1%
61%
42%
13%
10%
0% 20% 40% 60%

Figures rounded. Multiple responses permitted.
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Internal control and risk management system:

Sustainability targets and adjustments made necessary by the CSRD

Under section 91(3) AktG, the management board
of a listed company must establish a suitable and ef-
fective internal control and risk management system.
There is no explicit legal obligation for either listed or
non-listed companies to take sustainability aspects
into account in these corporate governance systems.
However, according to German Corporate Governance
Code recommendation A.3, listed companies should
include sustainability targets in the internal control and
risk management system. At the end of 2023, all 40
of the DAX-listed companies had followed this recom-
mendation. Despite the lack of similar rules for non-list-
ed companies, the results of this study suggest that
sustainability targets also play an important role in the
internal control and risk management systems of such
companies: For example, around 92% of non-listed
companies take sustainability targets into account in
the relevant systems. The most common sustainability
targets among the companies surveyed — regardless of
industry and stock market listing — were diversity and
inclusion, CO2 emissions, workplace safety, and sup-
ply chain sustainability; companies chose these targets
because they considered them to be the most relevant.

The far-reaching impact of CSRD on businesses and
the fact that entirely new structures are required in some
cases is demonstrated by the approximately 82% of
companies wanting to improve their existing reporting
systems to achieve compliance with the CSRD. About
one in three companies surveyed is even planning to
establish new reporting systems to meet the heightened
reporting obligations. The noticeable disparity between
listed and non-listed companies can be explained by
the fact that many non-listed companies that were pre-
viously not required to report on sustainability are now
required to do so by the CSRD.

“What sustainability targets do your internal control system and risk

management system

Waste management
Biodiversity

COME emissions

Diversity & inclusion
Sustainable products
Sustainable investment portfolio
Supply chain sustainability
Conservation of resources
Workplace safety

Energy and water consumption
Other

We don't take any

sustainability targets
into account yet

take into consideration?”

37%
17%
77%

70%

37%

10%
70%
27%
73%
50%
3%

7%

0% 20% 40% 60%

Figures rounded. Multiple responses permitted.

“Do you plan to modify your internal reporting systems to
achieve compliance with the CSRD’s expanded reporting

obligations?”

Yes, improve existing systems

Yes, establish new systems

No, our systems can already
collect and

process the necessary
sustainability information

Other

80%

0% 20% 40% 60% 80%

m Listed Non-listed

Figures rounded. Multiple responses permitted.

15

100%
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Sustainability targets in corporate planning

Balancing economic growth with social and ecological
considerations presents a challenge for many compa-
nies. Companies of all sizes also face increased regu-
latory and social requirements. The German Corporate
Governance Code places additional requirements on
listed companies, including that corporate planning
must also include sustainability targets (recommenda-
tion A.1). In addition, their corporate strategy must also
give appropriate consideration to ecological and social
targets.

According to their 2023 declarations of compliance, all
40 of the DAX-listed companies followed this recom-
mendation. As the results of the survey show, the situ-
ation is different for non-listed companies: Only around
a third have already incorporated sustainability targets
into their corporate planning — modelled, for example,
on the UN Sustainable Development Goals or the Paris
Agreement on climate change. For all of these compa-
nies, the primary motivation is their own conviction to
contribute more significantly to sustainability. The in-
terviews revealed that social and ecological values are
often very important, particularly in family businesses.
Preparing for CSRD reporting obligations or other regu-
latory requirements are other key reasons cited. At the
same time, only a third of non-listed companies that do
not currently include sustainability targets in their cor-
porate planning intend to do so within the next two fi-
nancial years.

The clear divergence between listed and non-listed
companies could be attributable not only to German
Corporate Governance Code recommendation A.1, but
also to the growing expectations from shareholders to
integrate sustainability into corporate planning — factors
that simply play a greater role for listed companies. It re-
mains to be seen whether the CSRD or other legislative
initiatives, such as the Corporate Sustainability Due Dili-
gence Directive (CS3D), will change the way sustainabil-
ity targets are taken into account in the corporate plan-
ning of non-listed companies in the long or short term.
In any case, it is already apparent that the Corporate
Sustainability Reporting Directive will lead to substantial
changes for listed and non-listed companies alike.

“Do you take sustainability
targets into account in your
corporate planning?” 64%

Only non-listed companies were asked this question. Figures rounded.

“For what reason does your corporate planning contain
sustainability targets?”

Own conviction to do more o
for sustainability 100%

Public perception 0
(potential investors) 75%

Market practice 50%

Preparation for CSRD reporting
obligations and/or other 75%
regulation our company faces

Other 25%

0% 20% 40% 60% 80%

Only non-listed companies were asked this question.
Multiple responses permitted.

16

100%






SUSTAINABILITY REPORTING (CSRD)

The new EU Corporate Sustainability Reporting Directive (CSRD) came into force on 5 January 2023. Member States have until
6 July 2024 to transpose the new regulations into national law, although Germany is likely to miss this deadline. Nonetheless, the
CSRD is already a key concern for the companies affected by it — as was apparent from the discussions about appointing sus-
tainability auditors during the past few months of the 2024 AGM season. The number of companies in the EU required to prepare
sustainability reports will increase from currently around 11,600 to just under 50,000. In addition, there are substantial changes to
the reporting requirements, with binding European Sustainability Reporting Standards (ESRS) harmonising the content and form
of sustainability reports. The CSRD has also introduced a mandatory external audit of sustainability reporting. In the absence of an
accepted market practice, our survey aimed to provide an initial overview of how companies are dealing with the CSRD.

External advice needed on sustainability reporting under the CSRD

In particular, the bureaucracy that a large number of

companies are facing (for the first time) because of the “For which of the following topics do you see the greatest need for
CSRD are being criticised by the public and by associ- external advice in connection with sustainability reporting (under the
ations. But there are also other reasons why there is still CSRD)?”

a substantial need for advice on sustainability reporting

under the CSRD. Our findings show that interpreting the

ESRS is likely to play a major role, as almost 70% of the Adaptation/restructuring of materiality

companies surveyed see a substantial need for external sesessment 40%

advice in this regard. Around half of the respondents

also believe that companies need advice on generat- Preparation of data and differentiation

ing and collecting relevant information. It remains to be
seen whether the findings discussed in this section can
be explained solely by the fact that companies have to

Interpretation of ESRS standards
meet sustainability reporting requirements for the first

time. The same applies to the fact that in particular the
non-listed companies we surveyed responded that they Analysis of data & results

see a greater need for assistance from external advisors 0%
in analysing data and results for the sustainability report
and drafting the report as a whole. Effects of GSRD on campapies in cther

Identifying and using exemption options

within the group (e.g. for subsidiaries)

Having the entire sustainability report

drafted by external advisors

Generating and collecting

relevant information

The fundamental importance of the CSRD

for my company

Legally sound presentation and

communication of results

40%
0% 20% 40% 60% 80%
m Listed Non-listed

Figures rounded. Multiple responses permitted.
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Compatibility of business model with the goals of the Paris Agreement

on climate change

The Paris Agreement on climate change came into force
on 4 November 2016. It provides a universally applica-
ble and comprehensive climate change framework that
lays down obligations for all 180 of the ratifying states,
including Germany and the European Union. The Agree-
ment aims to limit the rise in the global average tem-
perature, reduce emissions, strengthen efforts to adapt
to climate change and make finance flows consistent
with climate protection targets. Article 19a(2), letter (a),
no. (iii) of the Accounting Directive as amended by the
CSRD requires reporting companies to provide informa-
tion on “the plans of the undertaking to ensure that its
business model and strategy are compatible with the
transition to a sustainable economy and with the lim-
iting of global warming to 1.5°C in line with the Paris
Agreement”.

Around two-thirds of the companies in our survey —
across all sectors and regardless of whether they are

“What do you use, or are likely to use, as a basis for ensuring that
your company’s business model is compatible with the goals of the
Paris Agreement on climate change?”

Sector-specific target
pathways

National laws (e.g.
Climate Protection Act
(Klimaschutzgesetz))

Science Based
Targets initiative (SBTi)
standards

European Green Deal

We have no specific
plans

Other

3%

7%

33%

67%

43%

0%

Figures rounded. Multiple responses permitted.

can also be seen from the SBTi database, which lists over 4,900 companies
worldwide with validated science-based climate targets. In many cases, the
companies surveyed also base their approach on sector-specific target path-
ways or the European Green Deal.

listed or not — use the standards of the Science Based
Targets initiative (SBTi) to ensure that their business
model is compatible with the goals of the Paris Agree-
ment. These are the leading market standards by far, as

w Tk
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SUSTAINABILITY REPORTING (CSRD)

Data collection responsibility and FTEs

When collecting the relevant data for sustainability re-
porting, companies need to decide which department(s)
are best suited to the task. According to our survey,
dedicated sustainability reporting departments and fi-
nance departments are most frequently responsible for
data collection. Finance departments were described
in interviews as particularly suitable, since they already
have experience in setting and monitoring KPIs for other
purposes, primarily financial reporting.

Regardless of which department is responsible, the
companies surveyed seldom have more than five people
involved in sustainability reporting. The non-listed com-
panies in our survey, in particular, are keen to change
this in future. This could be explained by the fact that
these companies are being required to file sustainability
reports for the first time under the CSRD. For the most
part, however, non-listed companies have not yet ad-
dressed the issue of additional personnel requirements.

Who in your company is currently or will in future be responsible for
collecting data for sustainability reporting?

Compliance
Controlling

Purchasing

Cross-departmental
“task force”

Finance

Communications/
Investor Relations

Legal
HR

Risk Management

Dedicated sustainability
reporting department

Strategy

Other

0% 20% 40% 60%

m Listed Non-listed

Figures rounded. Multiple responses permitted.

How many FTEs are currently involved in sustainability
reporting in your company?

1to5
61010
11to 49

50 or more

Unknown, undefined
or left blank 33%

0% 20% 40% 60%
m Listed Non-listed
Figures rounded.

Are you planning to increase the number of FTEs in future?

No

Unknown or
undefined

0% 20% 40% 60% 80%

m Listed Non-listed

Figures rounded.
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Role of legal departments in sustainability reporting

In many cases, the legal departments of both the listed
and non-listed companies surveyed play only a subor-
dinate role in sustainability reporting. Around half of the
companies stated that their legal department was only
moderately involved in sustainability reporting. Accord-
ing to the interviews we conducted, the legal depart-
ment is often called in to interpret specific requirements
or to help with drafting, and is only rarely involved in the
actual collection of data.

Our survey showed that one of the reasons for this rath-
er sporadic involvement is that the employees in the
specialist departments have the necessary expertise
and therefore take the lead in the reporting. Special-
ist departments are likely to be more prolific at listed
companies, which could explain why a relatively large
percentage of listed companies indicated that their le-
gal departments were “barely involved”. In line with this,
most of the companies surveyed do not want their legal
departments to be more involved in the future, meaning
there is no need to increase the number of staff in these
departments in view of the requirements of the CSRD.

To what extent is your legal department involved in
sustainability reporting?

Heavily E

involved

18%

Moderately

involved

64%
38%
Barely
involved
18%
0% 20% 40% 60% 80%
m Listed Non-listed

Figures rounded.

Would you like to see greater involvement/do you consider this
to be advantageous?

Yes, would like to
see greater involvement

No, the current
involvement is adequate

0% 20% 40% 60% 80% 100%
m Listed Non-listed

Figures rounded.

Do you see a need to increase the number of staff
in your legal department in future (with respect to the CSRD)?

Yes 22%

Yes, and we will also be
relying more heavily on 4%
external advice

No, instead of new staff, we
will increasingly be relying on 11%
external advice

No, the current number of
staff in our legal department 63%
is sufficient

0% 20% 40% 60% 80%

Figures rounded.
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Boards’ expertise in sustainability reporting under the CSRD

The new challenges posed by the CSRD naturally affect
employees and board members alike. The listed and
non-listed companies surveyed differed noticeably in
their assessment of management board members’ cur-
rent knowledge of sustainability reporting. Most non-list-
ed companies responded that their management board
members either had below-average knowledge or very
good knowledge, whereas listed companies generally
assessed their management board members as having
sufficient knowledge. The majority of companies sur-
veyed — whether listed or not — stated that their supervi-
sory board members had above-average knowledge of
sustainability reporting. It is interesting to note that, at
non-listed companies, the supervisory board is dispro-
portionately often credited with having good to excellent
knowledge in this regard.

In addition, we asked the companies if they had any
plans to train management and/or supervisory board
members on sustainability reporting under the CSRD.
Half of the respondents stated that they want to provide
further training to all management board members. That
proportion is slightly less when it comes to the train-
ing of supervisory board members; however, they were
deemed to have greater knowledge of sustainability re-
porting. Where companies plan to offer training, this is
in most cases to be aimed at all members of the man-
agement or supervisory board, regardless of whether
they are tasked with sustainability issues. This result
demonstrates once again that sustainability is seen as a
task for the board as a whole, whether at management
or supervisory board level.

“How would you assess your management board members’
current knowledge of sustainability reporting under the CSRD (e.g.
in connection with liability issues)?”

0% 20% 40% 60% 80%
m Listed Non-listed

Figures rounded. Scale from 1 (insufficient) to 10 (very good).

“How would you assess your supervisory board members’
current knowledge of sustainability reporting under the CSRD
(e.g. in connection with liability issues)?”

el 44%
81010 33%
0% 20% 40% 60% 80% 100% 120%

m Listed Non-listed

Figures rounded. Scale from 1 (insufficient) to 10 (very good).

“Do you have any plans to train management and/or supervisory
board members on sustainability reporting under the CSRD (e.g.
also on the risk of lawsuits and liability risks)?”

Yes, all 0
management board members 50%

Only management board
members 8%
involved in sustainability issues

Yes, all 0,
supervisory board members 42%

No 42%

0% 20% 40% 60%

Figures rounded. Multiple responses permitted.
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Sustainability in (international) corporate groups - localisation and process

Sustainability issues often present particular challenges
for international corporate groups, especially because
they have to implement policies uniformly across differ-
ent sites. The majority of the companies surveyed indi-
cated that they deal with sustainability issues centrally.
The interviews reveal that different approaches are nec-
essary depending on the corporate structure and focus
area, and it often comes down to the specifics of the
situation. It emerged that companies often establish
overarching central structures and guidelines, but the
actual implementation is decentralised to fit in with the
local circumstances.

Most of the companies surveyed ensure that the vari-
ous sustainability concepts are understood consistently
across the group through regular communication with
(foreign) group companies and by way of internal guide-
lines and policies.

Only 12% of the companies surveyed responded that
their group companies based outside the EU benefit-
ted from the increased regulatory requirements for their
companies within the EU. The survey indicated that
there are few noticeable synergy effects and hardly any
fundamental advantages for the companies. Just under
a third of the companies surveyed are not yet able to
assess how things will develop.

“Does your corporate group deal with sustainability issues centrally
or decentrally?”

1to4 55%

81010 18%

0% 20% 40% 60% 80% 100% 120% 140%

5t07 27%

m Listed Non-listed

Figures rounded. Scale from 1 (very centralised) to 10 (very decentralised).

“How do you ensure that the various sustainability concepts are
understood consistently across the group in order to duly fulfil your
reporting obligations?”

Regular communication
with (foreign)
group companies

Dedicated training courses
for (international)
colleagues

Internal guidelines and
policies

Specialised external
advice for subsidiaries

Other

0% 20% 40% 60% 80% 100%
m Listed Non-listed

Figures rounded. Multiple responses permitted.

“Do your group companies based outside the EU benefit from the
increased regulatory requirements for your companies within the
EU?”

B Yes, the resources used or information
collected for EU reporting can also be used to
fulfil the requirements of the third country

M We cannot (as yet) assess this
No, we generally do not see any advantages

W No, we do not currently see any synergy effects

Figures rounded.
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Involvement in the legislative process and regulatory requests

Corporate involvement in the legislative process can
generally enhance the quality of legislation through ex-
ternal expertise and promote acceptance of govern-
ment initiatives. Around half of the companies surveyed
indicated that they take part in consultations during the
legislative process at national or European level. Inter-
viewees noted regarding ESG regulation that while the
legislator’s intention was fundamentally positive, the
actual issue of sustainability was being overshadowed
by the multitude of regulations and too much red tape.
While businesses used to engage with sustainability/
ESG topics willingly and out of conviction, it had now
often become more of an obligatory exercise due to the
many rules and regulations, and enthusiasm for the top-
ic was fading.

In the final part of the survey, companies were asked
what measures they would like the legislator to consider
in future. The most frequently expressed wish was for
clear and standardised KPIs to enhance the compara-
bility of reports. Over 60% of respondents would also
like to see consideration being given to competitiveness
with the US and Asia and support international harmon-
isation to eliminate the current “patchwork” approach,
particularly with regard to sustainability reporting and
its requirements. Having the legislator take competitive-
ness with the US and Asia into account in future regu-
latory measures is significantly more important for listed
companies than for non-listed companies.

Do you take part in consultations during the legislative process?

Yes, at European level 53%
Yes, at national level 50%
No, not to date, but
we plan to take part 20%
in future

No, and we have no
plans to take part in 17%

future, either

0% 20% 40% 60%

Figures rounded. Multiple responses permitted.

What measures would you like the legislator to consider in future?

International harmonisation to
eliminate the current “patchwork”
approach

Clear and standardised KPls to en-
hance the comparability of reports

Maintain competitiveness with the US
and Asia (practicality of regulations)

Clear legal requirements for
the implementation of regulations

Other

0% 20% 40% 60% 80% 100%
m Listed Non-listed

Figures rounded. Multiple responses permitted.
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