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Internationally, businesses face growing regulatory and reputational pressure to modernise supplier contracts by
embedding responsible procurement and ongoing supply chain due diligence practices. The overarching
concept of responsible business is not new. Companies operating in the US, UK and European Union, amongst
others, have long been expected to align with voluntary standards like the Organisation for Economic Co-
operation and Development (OECD) Guidelines for Multinational Enterprises on Responsible Business Conduct,
and many claim adherence in their codes of conduct or annual reports. Yet, enforcement has traditionally been
light or nonexistent. But that landscape is shifting. A growing body of new legislation is creating firm legal
obligations which require businesses to better understand and take responsibility for the adverse human rights
and environmental impacts that might arise in their supply chains whilst increasing the level of scrutiny and
enforcement. In parallel, customer and shareholder demands are increasing. This makes supplier contract
reform not just advisable, but essential. This reform must not only meet the requirements of relevant regulations
but also retain sufficient flexibility to adapt to changing circumstances and guard against potential supply chain
disruption or disagreements that may follow.

Below, we outline five key considerations for companies reviewing supplier contracts in light of evolving legal
expectations.

Key considerations for supplier contracts

Stay ahead of legal change.

A wave of recent and upcoming legislation is prompting businesses to revisit supplier contracts and
procurement practices. Some laws — like the US Forced Labor Prevention Act (UFLPA) and the EU Forced
Labour Regulations (applying 2027) — focus on outcomes, requiring that products be demonstrably free from
forced labour. Others, such as the EU Corporate Sustainability Due Diligence Directive (CSDDD) and Batteries
Regulation (EUBR), emphasise process, mandating due diligence throughout the supply chain, including
cascading contractual clauses, verification mechanisms, and support for small and medium-sized enterprises
(SMEs). Whether framed as obligations of means or results, the practical implications are clear: Supplier
contracts must evolve so they remain compliant with new legal standards. Businesses will need to articulate
human rights expectations more clearly — moving beyond generic “applicable law” clauses, which are often
inadequate to ensure respect for internationally recognised human rights and, in some cases, fail to offer
sufficient protection because national law directly conflicts with international standards.

Enhance supply chain transparency and data integrity.

Businesses are increasingly expected to collect and disclose reliable information on human rights and
environmental impacts across their supply chains, whether to meet legal requirements or customer requests.
This is driven by regulatory reporting frameworks like the EU’s CSRD, Canada’s Forced Labour Act, Australia’s
and the UK’s Modern Slavery Acts, and product-specific rules, such as the EU Deforestation and Ecodesign
Regulations. At the same time, stakeholder pressure and existing company commitments continue to prompt
voluntary disclosures via annual sustainability reports and initiatives, like the Carbon Disclosure Product (CDP)
and Global Reporting Initiative (GRI). Greenwashing rules, in particular, mean that these voluntary disclosures
too are under increased scrutiny. Supplier contracts should be structured to support these evolving transparency
obligations, including provisions for traceability, data sharing and verification across the value chain.

Consider routes for responsible disengagement.

As regulatory standards evolve, businesses may — as a last resort — need to exit supplier relationships that no
longer meet compliance or sustainability expectations. The Ukraine-Russia conflict exposed a widespread gap in
supplier contracts: the absence of clear provisions for responsibly exiting relationships in response to
geopolitical, ethical or legal risks. Contracts should anticipate this by including clear disengagement protocols to
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be exercised whilst ensuring exits are lawful, transparent and minimise harm to affected workers or
communities. Responsible disengagement is increasingly viewed as part of a company’s human rights due
diligence obligations, particularly under frameworks like the UN Guiding Principles and incoming rules, such as
the EU’s CSDDD and EUBR.

Build in protections against breach and disruption.

Contracting parties should consider whether their traditional protections, such as force majeure, liquidated
damages, indemnities or termination clauses, are fit for purpose given the changing realities of international
procurement highlighted above. Disruption to supply chains caused by breach of sustainability-related regulatory
requirements can have knock-on impacts that are expensive and damaging. Supply chain contracts should be
updated to contain clear allocations of risk and appropriate remedies that will minimise room for argument when
these problems occur and avoid the need for costly and time-consuming litigation.

Ensure enforceability.

Finally, and fundamentally, parties need to ensure that their cross-border supply contracts remain practically
enforceable. As the range of regulatory requirements and associated contractual protections increases, the need
to ensure that contractual wording will be faithfully applied and enforced has never been more acute. If the
governing law of a contract does not recognise certain concepts or circumscribes the freedom to contract in
relevant respects, the best drafting in the world may not help. Likewise, if a recalcitrant counterparty refuses to
honour its bargain, the inability to enforce a judgment in the place where that counterparty is based or has
assets will render a contract essentially unenforceable. These issues are particularly relevant where parties are
contracting internationally, making it vital that parties consider carefully the law they choose to govern their
supply contracts and the forum in which they wish disputes to be resolved.

If you have any questions or would like support navigating these regulatory developments, please contact a
member of Cooley’s sustainability advisory or international dispute resolution teams.
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