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The repairability index - French Ministry of ecological transition (MTE)

Regardless of whether businesses are
currently affected by France's new
sustainability regulations, they simply cannot
afford to overlook the significance and wider
impact of these mandatory measures that
are only going to affect more organisations
as time goes by. So, what are the key points
that all businesses need to be considering in
order to avoid risks associated with market
access or reputational damages, and future

proof their businesses?

Understand the significance of the
regulations

France is considered a pioneer when it comes
to environmental law and has been at the
forefront of pushing for environmental
sustainability policies for the last two years.
Other European countries are not quite there
yet, but given the increasing demands from
regulators and consumers, it is only a matter
of time. If companies are not preparing for
these regulations, and actively aligning their
strategy then ultimately, they will not have
the right to operate in certain markets.

For example, to date, many companies are
not aware of their Article 13 compliance
obligations. Even those that know what they
need to be doing are left facing complex
questions, such as how to calculate the
recyclability of a product? What needs to

be displayed on packaging and/or digitally?
How does this need to be communicated
throughout the supply chain? Companies

are struggling to navigate this alone and
need support to better grasp the exact

requirements that fall upon them.




Focus on scalable solutions — Snapshot of
Article 13

Those companies within the scope of the
Article 13 French obligation —based on their
annual turnover and quantity of units of
products placed on the national market -
were left with very little time to comply with
implementing the complex measures and
were exposed to heavy sanctions. Indeed,
the enforcement deadlines lie primarily with
large companies putting in-scope products
on the French market; however, this has

a ripple effect on smaller companies that
may be currently out of scope, supplying
products to the companies already in scope.
Those businesses below the scope threshold
may still need to comply because the
requirements will cascade onto suppliers
selling into those within scope. Those

within the supply chain are facing further
complications with internal costs to gather
data and supply specific information to
their upstream partners. This then brings
into question the cost vs profit of making

and selling into the French market.

Anticipate and manage the risks

This is just the beginning. Whilst France

is advancing more rapidly, what we are
seeing worldwide is an increased request
for transparency and disclosure. ESG
disclosure is already becoming mandatory,
and there are more and more regulations
on companies regarding full disclosure of
operations and supply chains. If companies
are not willing to adapt, they will not be
able to sell into the market. It is simply not
a question of whether companies want to
comply, it is going to become a necessity for
them in order to have market access.

If companies are not willing to

adapt, they will not be able to sell
into the market. It is simply not a
question of whether companies
want to comply, it is going to

become a necessity for them in

order to have market access.

Understanding the urgency and the risks involved is key. Looking
across the product portfolio allows identification of the products
that will be most affected, the penalties or even market access
restrictions, or risks for their business from a sale or reputational
perspective. If these regulatory requirements lead to a restriction on
placing products on the market, businesses need to anticipate if it is
worthwhile and economically viable to comply. Is the turnover worth
the time and cost of compliance and the potential risk of sanctions?
Being mindful that some of these requirements conflict with those
of other countries, it is understandable that companies don't know
where to begin.

The risks stemming from these regulatory developments can result
in sanctions, thereby harming gross merchandise sales and the
reputation of producers and their clients. If trading in a country —
such as France with Article 13 - is becoming too complicated - that
is a C-level issue to address. Environmental regulations have now
moved to an access to market requirement, with companies having
to label products based on the market they are about to enter and

facing trade limitations if they do not comply.

The challenges are clear. This is a trend that cannot be stopped and
will only accelerate. As is always the case with transformational
change, it is important to recognise and embrace the opportunities

that this presents to create value.
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3 opportunities
to future-proof
the business

Competitive advantage

Whilst this may all sound on the surface like an uphill struggle, getting ready for the
French requirements has its advantages, as it enables businesses to get ahead of
regulations other countries are working on. Being on the right path to implement the
requirements and changes will help with new product creation or moves into new
markets. It enables businesses to become more innovative and creative, gaining a

competitive advantage over competitors.

Secure material supply

Increased transparency of materials being used puts a greater emphasis on securing
supply of required materials. For example, in the electronics sector producers are wanting
to use an increasing amount of recycled plastic, up to more than 50% in some cases.
There is presently not enough supply of these materials, but as a first mover, producers
can secure this before the competition, whilst keeping up with the changes that will be

required in the future.

Educate consumers

Consumers are in the drivers seat and companies need to recognise that this is an
opportunity to make consumers more aware and more responsible. In the long term, this
is a good thing and an opportunity to gain value by engaging customers in a wider range
of issues and to truly showcase initiatives that are being undertaken by companies to

address key sustainability concerns.




dss* knows that companies are struggling to

translate the Environmental Characteristics Display

requirements into operational terms and comply

by displaying this information digitally. Therefore,

dss* is working with clients globally to put in place

an operational system, which includes analysing

the requirement, suggesting a solution, scoping the m
associated risks, socialising the subject with all the < ‘ U
relevant teams that need to be involved - Marketing,

PR, Legal, Governmental Affairs, Technicians, Finance

as well as any leadership — and finally, supporting with

Forecasting & understanding the legal

the actual implementation of the solution. requirements & the applicability to

producers' products;
This approach allows dss* to support producers in

gaining insights into how severely their current products

are affected by the regulatory changes, what corrective

actions are needed for them to be compliant and | A o
what the consequences of non-compliance would be. v &S
[ ]
The sanction for this specific obligation can go up to Understanding & working towards the
€15,000 per case of non-compliance, or up to 10% of necessary environmental attributes of a

annual turnover and two years in prison. Companies SV [FSEIEE HEE MRS | elpiepee

. . & how to display them by urgency levels;
thus need to be agile and ready to put in place scalable Py v oroeney
solutions, that are also replicable in other countries, to

comply with current and future requirements.

Being in line with the overall requirements
detailed in the French law.
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Contact us

About dss*
dss* is a leading provider of operations management consulting services

with a purpose of saving lives and creating a sustainable future. dss* enables
companies to build organisational and human capabilities, manage risk,
improve operations, achieve sustainability goals and operate more responsibly.

Federico Magalini
Director of Sustainability, UK & Ireland
federico.magalini@consultdss.com

Caroline Heinz
Lead for Strategic Policy Intelligence
caroline.heinz@consultdss.com

Josephine Courtois
Manager, Sustainability
josephine.courtois@consultdss.com

Additional information is available at www.consultdss.com
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