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Executive summary

Executive summary

Context and objectives

The dewelopment of EUmethod 1 T CEAO Al O 0 %& AMSindgle Maket for Stedn OE A
Products Initiatived

Since 2011,the European Commission has worked towards the development of a harmonised
methodology for the calculation of the environmental footprint ofqulucts(PEF)and organisations

(OEF). Buildingon a number of existingtandards and guidance document®&chnical guidelines

have beerdeveloped These guidelines provide requirements on how to calculate a PEF or an OEF,

as well as on how to create proctuor sectorspecific methodological rules called Product
Environmental Footprint Category Rules (PEFCRs) or Organisation Environmental Footprint Sector
Rules (OEFSRs) to be used for comparisons between products or between organisations.

In April 2013, thet T | | EOOET 1T AAT POAA OEA Angle MérkeEfdr S@éni 1 O
00T AOAOOGo8 4EA Al i1 O EAAOCEIT COEAAO %#860O AAOE
products and organisations for the coming years asahfirmed that the work on PEF andEP
methodologies would be pursued with a thrgear testing period aiming at developing product

and sectorspecific rulesThe commurncation alsorecommendsthe use of PEF and OEF to measure

and communicate the life cycle environmental performance of pod and organisations for
Member States, companies, private organisations and the finglrmmmunity.

Importance and challengesof compliance systems for PEF and OEF declarations

Economic actors tend to distrust environmental claimBhere is a generalepception among
consumersthat companies are competing on their claims rather than on making true efforts on
environment issues. This might result in consumers or public administrations not buying green
productsor not consideringenvironmental risks adeaately.

In order to ensure that information on the environmental performance of products and
organisations is reliable, there is a need to verify such informatidmwever, akey specificity of
PEF/OEF declarations is that they gquartly based on impactshat cannot be directly measured on
the product (e.g. the energy consumed during manufacturing gfraduct) or on theorganisation
sites (e.g. indirect GH®missions). Consequently, the validity afdeclaration cannot be entirely
guaranteed with tests otthe products or orsite inspections.

Identifying appropriate compliance systems apficable to PEF/OEF declarations

In this context,this study aims atdentifying and describinghe most appropriate options for
compliance systems applicable to PEF/OEF @etlons The specifiobjectives are the following:

B Review and describe existing compliance systems applied to mandatory or
voluntary schemse for products or organisations;

B Analysethe international trade rules and their relevance for PEF/OEF compliance
systems

b|0 “" Investigating options for different compliance systems for PEF and OEF declara| 9
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" Define and characterise various options for operational verification activities as
well as broader policy orientations to be applied in the contexiutdife PEF/OEF
compliance system;

® |dentify and describe the key factors that could influence tieéability and the
cost of the titure PEF/OEF compliance system

® Provide recommendations on the most suitable option(s) for PEF/OEF
declarations.

Findings of the reviewof existing schemes

P Adiversity in existing schemes which in turn favours a diversityof compliance systems

In a first step,27 schemes were reviewed, including schemethat primarily address the
environmental performance of products or organisatioasd from that perspective, share common
objectives with PEMOEF) as well as schemes thaaddress issues such as economic/social
sustainability criteta or quality/safety aspectfi.e. not directly related to PEF/OBFThese latter
schemes wereonsidered relevansince they are mostlyvell-established, longrunning compliance
systems that covea wie range of product categorie®mong theinitial list of 27 schemea wide
diversity was observed in terms of:

B  Scopez Productor organisationoriented scheme

®  Topicsz Environment, social, quality, safety, etc.;

®  Regulatory frameworkz Voluntary inifative, mandatory policy;
B Schemeownersz Private or public schemes;

®  Geographical coverage National, EU, international.

In asecond stepthe specific featuref the compliance systems fdat4 selected schemesere
studiedfocusing on: 1/ the design amdles governing their compliance systems, and 2/ the concrete
implementation of the compliance systenThe crossanalysis shown a wideariety of technical
features, aglescribed in the following table.

10| Investigating options for different compliance systems for PEF and OEF declarations b|0“"
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How are the rules of the scheme structured?

Requirements for Standalone General Principles  Generic standards ~ No generic standard, Requirements written
operators: document and national versions and product product-specific in law
Set of rules that GOTS: single standa FSC and RSPO standards requirements only For mandatory
may be applied to document O0 OET AEDI ZFLO International Blue Angel oGreen  schemes, such as the
product and Label LUCIE: single # OE O Anipletddd generic standardan d Seal no generic EUTR
organisations evaluation framework with national additional standards overarching
standards applying to particular requirements.
producer types Requirements
classified by product
categories
Guidance for Additional guidance provided by the scheme owner Certifiers explain to operators how they work and how
operators In voluntary shemes such as FSC, MSC, RSPO or they will assess compliance with the stadards.
Nortnormative  Fairtrade FLO-CER for instance, makes publicly a\ile its
documents in In mandatory contextg see for instanc&C guidance O# 1 | Bi EAT Avhich#a® es@ilishédAcdtranislate
addition to document for EUTR requirements into verifiable control poin}s

requirements

Guidance and  Requirements and/or gudance can be developed for thireparty verifiers.
requirements for Requirements for certifications bodiesvailablein e.g. MSC, FSC and GOTS schemes

verifiers In some casesuchprocedures are intentiongl not made publicly available (e.§yF and G mark
Stakeholders Any ador interested in entering the Procedures for standards Voluntary schemes recognized by
involved in the  scheme can propose requirements development and revision institutions
development of InBlue Angel and NBchemes, any  In a mmber of nternational schemes Case of theRED This scheme
the requirements actor can propose new set of (e.g.FSC, MSC, RSPO, GQTS establishesEUsustainability criteria
requirements fora product category procedures ardased on identificatior for biofuels. To prove compliance wit
that does not exist yet. and consultation of affected the criteria, stakeholders of the biofu
stakeholders as wellsapossible public sector can develop voluntary
consultations OOOOOGAET AAETI EOU

recognised by the EC.

How are verification activities carried out?

Parties invaved First-party verification Third-party verification
in verification

First-party verification The owner of the scheme is The owner of the scheme Verification activities
possible, under certain the certifier created a separate entity carried out by an
conditions e.g. Geen Seal Type | for certification independent registered
e.g.Japan EcolealCE Ecolabel, European Social e.g.Carbon Trustvith certification body
marking systemGHG Label Cambon Trust Certification InFSC, MSC and RSPO
Protocol Standard for Limited, Fairtrade scheme schemes, only independen:
products) with FLO and FLE&CERT  certification bodies
accredited by the ASI
Scope of the Focus on the product itself and its measurable technical  Verification of characteristics that are nostly
assessment characteristics invisible in the final product

Schemes tackling issueslated to quality or safety (e.g. CE In schemes related to sustainability issyesrification
marking, NF, GS mark) tend to focus on these aspects. In < activities have to cover the entire value chain
schemes, production processes can also be verified as wel including the producers and the traders.

quality management systems within the organisation.

Balance between Thorough initial conformity check  No prior third-party verification Certification cycles
ex-ante and ex  but no follow-up required before declaration of e.g. FSC, MSC, RSPO, Fairtrade, Le
post verification e.g.Japanese ISO Type llI compliance but checks in case of  LUCIE, NFThe cycle beginwith
activities environmentl label Ecoleaf suspicion initial verification activities then

e.g. Australian NGER scheme surveillance activities are performed
Verificaton before post-reporting audits maybe initiated on a regular basis (common
or after placing th: for any reason (but in particular, whe frequencies are every year or every
product on the the authorities have a suspicion of  two years) and finally, a renewal
market non-compliance). procedure is launched.
Governance In EU policies such agJ®rganic farming label or EUTR competent authority implements its own compliance

_ system in each Member State. The final decision on the compliance ocaompliance of an opeator is made at the
Who has authority national level.
and decision

. In international voluntary schemes such as FSC and MSC, an important emphasis is made on the governance
making powe?

It is essential for the credibility and transparency of such schemes that the power remains balanceéregetors,
regions, and private and public interests. Only certifications bodies can assess compliance and decide whethel
certificate can be awarded. The certification activity market is open to any certification body as long as it is acc
Otherschemes, such as the Blue Angel or Fairtrade schemes, also have &taketholder approach in their
governance but only with one body performing certification activitiea(Rand FLGCERT, respectively).

b|0 “" Investigating options for different compliance systems for PEF and OEF declara| 11
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Several factors play a role on a compliancgsOAT 8 O OAl EAAEI EOU
FAAOI 00 OEAO PI AU A OI1 A 11T A ATibl EAT AA OUOOAI i
underlined that a single factor on its own cannot make a scheme reliable or unreliable. Instead, a

given factor plays a role in the overall eddility, while interacting, influencing and baininfluenced
by other factors.

(Name | e Lower reliability

The initial assessment includes documentary check,

i) @ L testing when relevant, audit, interviews, etc. Thétial

The initial assessment is only based on documentatiol

assessment . : There is no initial assessment.
assessment also applies to the supply chain.

Surveillance Surveillance is undertaken every year with a complete Thereare surveillance activities only in case of suspici
analysis (similar to initial assessment). / There is no surveillance activity.

. Internal verifier required /
Intervention of a . . . . _ .
verifier External and accredited verifier required. No requirement for a systematic intervention of a
verifier.

Validity of the proof The proof of compliance is valid for a limited and shori The proof of compliance is valid until a case ofnon
of compliance time (e.g. one year). compliance is identified.

The standards are adapted to the type of products th
type of operators using the scheme (small producers
traders, etc.), the operators have a period to remedy
instances of norcompliance. The verification procedur:
and its costs are adapted to the type of operators and
their means (in terms of human or@eomic resources).

' The standards, the cost, the verification procedure, the
consequences in case of napmpliance are similar for
every operator.

Flexibility

The standards, the verification guide and requirement:
Transparency information on complaints and theiesolution, the costs The documentation is not publicly available.
the cases of misuse are available and highly transpare

There is a considerable effort regarding traceability,

records are kept for a defined time (more than 5 years The management of traceability is insufficient with for
control system for the verification of compliance and instance little or no recordeeping requirements.
traceability is implemented along the supply chain.

Traceability

Management of Thereis an indepth verification of embedded/invisible
invisible impacts: the verification includes esite inspection of ~ The operator only has to provide an attestation.
characteristics supplier sites and interviews of stakeholders.

Consequences of Misuse ca lead to sanctions such as fines or
non-compliance prosecutions. The operator has to correct the ron There is no consequence.
and misuse compliance in a determined time frame.

The scheme is overseen by an organisation close to
private interests, with no public consultation; or by a
The scheme is developed and implemented by a multigroup of two companies;meach MS establishes its owi
Governance stakeholder organisation with various inests verification process; or a compg can create the
represented (e.g. NGOs, companies, associations, etc standards for its sector.
The scheme is developed and managed by a private
company with only corporate stakeholders.

The label is internationally known and recognised to b The label is not known.

AE UL reliable and credible. Thelabel is known but its credibility is highly questione

High certification success rates are commonly observed

This can be explained by the attitude adopted by the scheme owners and verifiers towards
operators: verification controls can be performed the spirit of learning and continuous
improvement, aiming at improving operator practices and giving time to take into account
observations made by verifiers.

Although observed success rates are high, most of the operators undergoing a certification proces
have to provide corrective measureshe share between minor and majaorrective measures
varies according the schemes.

De-certification due to a complaint remains rare.
Complaints procedures initiated by thirdarties appear to have relatively limitealerall impact on
de-AAOOEZAEAAOETT AOO OEAU AOA AOOAT OEAI &1 O OEA OAE
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Findings of the WTO rules analysis

WTO contains a nhumber of disciplines that may be of relevance for an EU PEF/OEF scheme;
which ones will, however, dgend on the binding/non-binding nature of such schemes

The most important rules are contained in the TBT Agreement and the GKaTight of recent WTO

case law, regulatory measures that do not force economic operators to disclose and communicate a
PEFprofile (i.e. the results of a PEF study) of their products, but only allow them to make certain

Al AEi © OAlI AGAA O1 OEAEO DOiI AOAOOS Al GEOIT 11 AT OA
its compliance system), would have to be considered a techniegulation under the TBT
Agreement.

WTO law is ot addressed at private actors

Any private scheme laying down requirements for products or organisation, but not linked to
mandatory legal rules is not subject to any specific WTO obligations

This applies bgxtension to compliance systems that are part of such schemes.

For EU measures on OEF, WTO law will only become relevant to the extent that thesehemes
have a trade component

Options for the operational verification of the PEF/OEF studies

Three levers br providing reassurance

The examination of the control points related to PEF/OEF requirements as well as the analysis of the
illustrative verification activities based on existing PCRs revealed that there are three major levers to
provide reassurance irhé results of a PEGHE- study namelyverification of the methodology, of

the input data, and of the LCA calculationsHowever,none of these levers is sufficient in itself to
give confidence in the results of a PEF or OEF study.

Therefore, he key principlethat drove the development of the optiosis that the best approach
shall be a bianced mix ofactivitiesrelated to each levert/ LCA rules and underlying assumptions 2/
the data reliability and traceability, and 3/ how these two aspeats @anscribed interms of
calculations irthe LCA tool.

Three optionsreferringO1T OEOAA O1 AOGAT 1T £ OAOEEEAAQEI T 6

Proposal optionsx AOA AAOEOAA A£O0i i OEA Ai T ARDPAAT E AOEDEA
The concept is also increasingly usknt nonfinancial verification as for instance in CSR report
auditing. Through each level of verification, a certain levet@ifidence n the results is sought. The

more intense theverification, the higher the level of confidence should be at the end of the
verification process.

Level of o
b Lever Description
verification

Level 1 AVerificationof the PEF report compliance with major (i.e. b&3iPEF

(very) limited BBl guidance/PEFCR methodological requirements
assurance - L o - o L
Inout data A Verification of the reliability and traceability @0-30% of the specific activity
P data (based only on documentary checks of activity data)
LCAcalculations A Verification of tool settings
b|0 “" Investigating options for different compliance systems for PEF and OEF declara| 13
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Level of o
G Lever Description
verification

Level 2 Methodolo A Review of the PEF report compliance with additioriad.(intermediate') PEF
Limited assuranct oy guidance/PEFCR methodological requirements

A Verfication of the reliability and traceability &f0-30% of the specific activity

Level 1 verificatio ;
data (based on advanced documentary checks, and if necessary other types

and: o Lo
Input data verification activities)
A Verification of the reliability and traceability @0-30% of the genericlata (basec
on documentary checks)
A Verification of tool modelling for the basic PEF/PEFCR methodological
. requirements in the LCA tool
LCA calculations L ) . o -
A Verification of proper implementation d20-30% of the specific activity data anc
corresponding caldations in the LCA tool
Level 3 Methodolo A Review of the PEF report compliance with additionad.(advancetl) PEF
Reasonable oy guidance/PEFCR methodological requirements
assurance

A Verification of the reliabilityand traceability 0l60-80% of the specific activity
data (based on advanced documentary checks; and if necessary audits, revi
Input data data collection procedures, etc.)

A Verification of the reliability and traceability @&0-80% of the generic data (base
on documentary checks)

Level 2 verificatio
and:

A Verification of proper implementation of thiatermediate PEF/PEFCR
methodological requirements in the LCA tool

A Verification of proper implementation of th60-80% specific activity data and
corresponding calculatiomin the LCA tool

LCAcalculations

Recommendations

» Best practices
Terminology
B Useand referto ISO standards and CE regulations definitions
Design and structure of the requirements of the scheme
= Develop gneric standards and product/sector standards
E Develop additbnal guidance for operators

B Develop guidance and requirements for verifiers (edpcuments clarifying
control points)

E Involveall interested partiesn thedevelopment of requirements
Verifications activities
= 1 AEOOO OEA OET OAT OEOUG T A£: OAOEEZEAAOQCET 1T DPAOAE
O the level of risk associated with nemompliance, (similar approach as,
for instance, in quality/safety schemes);

O the level of reassurance being sought to ensure the overall credibility of
the scheme, for instance in sustainabititglated voluntary schmes;

O the existing constraints in terms of costs, resources, available
techniques, etc.

14| Investigating options for different compliance systems for PEF and OEF declarations b|0“"
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B Prefer thirdparty verification whenever required (i.e. linked with the required
intensity of verification)

Governance of the compliance system

B Governance of the schemmust favour multiparty involvement (important for
scheme acceptability, credibility and recognition)

» Recommendation for operational verification activity in the context of testing verification
processes (pilots)

The test option would bed1 A OAT  © O OB IAIE@HA sedn amn achievable first step with
a proper balance between cost/simplicity/stakes/reliability

P> Recommendation for the global design of the future PEF/OEF compliance system

Given the diversity of products and sectors to be coveredPBEF/OEF compliance systenit is
recommendedt)AAOAT I B A OiF AGA Al I bl EAT AA OUOOAI &6 OEAOD
in particular the three following possible directians

B Strengthening existing system for PEF/OEF

This podtion can be seen as a buss¥as usuadcenario with a number abp-
priority improvementsactions most notably systematic thirgbarty verification
and EUdefinedoperationalverification procedures/rules.

E Limited involvement of public authorities

This proposition is partly inspiceby the Australian NGER schemnes regards to

the grong balance towards surveillance activitieand by the EURenewable
Energy Directiveas regards theules developed byndustry. In this proposition,

the involvement of public authorities remains limdewith the view of limiting
costs borne by public authorities. Public authorities focus on surveillance and
operators themselves define the operational rules.

B Certification cycles

This proposition is inspired from schemes using a certifizattycle (Fairade,
FSC, etc.).The compliance system is based on certification cycles with initial
certification and surveillance through monitoring and renewal activities.

A possible optiondr companies prforming PEF (respectively OEBtudies on a
regular basis andonsequently poducing numerous PEF profiléise compliance
system could include the possibility for the company carrying out the PEF study
to perform the verification procedure itself, with the intention of an internal
verifier.

The drections/systemsto be selectedshould depend onthe product categories/sectors anbe
based on a risk analysigccording tothe levelof risk associated with nogompliance for a given
product/sector, the compliance system used witlie PEF/OEF scheme couddfer in orderto put

more emphasis on the verification of products/sectors where a false declaration would have bigger
(environmental)}consequences
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by Deloitte.



Chapter 1 & Introduction

Chapter 1. Introduction

Thisreport containssix chapters:

B Chapter 1 is an introduction listing the key aspects of the ceinté the project as
well as its objectives and the methodology employed;

B Chapter 2 provides definitions of relevant terminology and concepts used in this
study;

B Chapter 3 presents the main tmomes of the initial reviewof existing schemes
that were congiered relevant for this study; and further focuses on the specific
features of the compliance systems for a number of selected schemes.

B Chapter 4 addresses the issue of thpplicable WTO rules for compliance
systems;

B Chapter 5suggeststhree options for gerational verification activities as well as
three possible direction$or the future compliance systenthat could be applied
to PEF andOEF declaratios. This chapter also includes discussion on key
factors that could influence the cost of future PEE®Vverification activitiesand

B Chapter6 provides keyearningsand recommendations.

1.1 The general context for product and organisation
environmental information

1.1.1 Development of EU methodologies for PEF and OEF

Policy Background

In December 2008, the EuropeaCouncil invited the European Commission to develop
methodologies facilitating the establishment of carbon audits for organisations and carbon
footprints for products.

In response to the Council conclusions, the European Commission performed studie®duct?
Carbon Footprint and corporate GHG reportifigthat involved analysing existing leading
methodologies and initiativesand how they might relate to future policies. It pgared that for
some products andectors, GHG emissions are not the most digant environmental aspectin
these areas,other environmental impacts of products and organisations should be taken into

! Counci of the European Union, 2008. Sustainable Consumption and Production and Sustainable Industrial Policy Action
Planz Council conclusions, Brussels, 5 December 2008.

2 European Commissiop DG Environment, 2010. Product Carbon Footprinting study on metodologies and initiatives
Z Final reportz July 2010.

3European CommissiopnDG Environment, 2010. Company GHG Emissions Repartin§tudy on Methods and
Initiativesz Revised final reporz October 2010.
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Chapter 1 8 Introduction

consideration in order to reflect their environmental performance. Consequently, the Commission
decided to extend the work towardstleer environmental aspects and initiated, via DG JIES, the
development of two harmonised European methodologies based atlife cycle assessment
approach, namely the Product Environmental Footprint (PEF) and the Organisation Environmental
Footprint (OEF.

YT woxxh OEA POAI EAAOGEIT T 1T £ OE AhasOdtheAskdndtzned®i A
and clarified the role of these environmental footprint methodologiese. to provide a common
methodological approach to enable Member States and thés/gte sector to assess, display and
benchmark the environmental performance of products, servjeggl companies.

In addition, in the context of the 2012 review of the Sustainable Consumption and Production
Industrial Policy (SCP/SIP) Action Plan, the @ussion conducted a studgn different options for
communicating environmental information for productsThis project investigated different design
options for productrelated environmental information displayed to consumers. Its overall objective
was toexamine different mechanisms and vietes for communicating produeevel environmental
information to consumers in order to determine what nied T EOI O xEI1 1 | Aggel EOA
understandingand ability to compare between different substitutes.

Firg pilot on the methodology

In 2011, the EC vids JRCGIES producedtwo sets of draft guidelines as a basis for the future
European methodology for PEF and OEF. Following the publication of these guidelines, the EC
organised in 2011/2012 a testing phasetlé product and corporate footprint methodologies
involvingin pilot studiesa limited number of volunteering industries from various sectaisning to
provide lessons and feedback about the implementability of the draft methodology (added value,
implementation barriers, costs, accessibility to SMEs, data confidentiality issues, etc.).

After the testing phaseJRCIES carried out an idepth analysis of the findings of the pilstudies,

which led to revised versions of the technical guidelindhese tetinical guidelines provide
requirements on how to calculate a PEF or an OEF, as well as on how to create product er sector
specific methodological rules called Product Environmental Footprint Category Rules (PEFCRS) or
Organisation Environmental Footprintegtor Rules (OEFSRSs) to be used for comparisons between
products or between organisations.

Single Market for Green Products Initiative

In 2012, the Commission carried out an impact assessment investigating various policy options for
assessing the lifeycle environmental performance of products and organisations.

4European Commission, 2011. Communication frili@ commission to the European parliament, the council, the
European economic and social committee and the committee of the regidReadmap to a Resource Efficient Eurape
Brussels, 20.9.2011COM(2011) 571 final.

°>The study was performed by BIO iAPL for DG ENVBIO Intelligence Service (2012), Study on different options for
communicating environmental information for products, Final report prepared for the European CommigBién
Environment. Available at:
http://ec.europa.eu/environment/eussdéf/footprint/ProductsCommunication_Final%20Report.pdf

®Food, feed and drinks, Retailers, Public Administrations, ICT, Water services, Energy production, Paper, Mining,
Chemicals, Footwear, Televisions were the products/sectors for which the draft PERI€E&ds have been tested.
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Chapter 1 9 Introduction

Based on the conclusions of this impact assessthent April 2013, the Commission adopted the

AT 11 01 EAACETT O" OEI AET ¢ OE A% 3Bnisicapiménicatioh @it ule £ O ' O
%# adivities in the field of environmental impact of products and organisations for the coming

years. In particular, this communication confirmed that the work on PEF and OEF methodologies

would be pursued with a thregear testing period aiming at developingaguuct- and sectofspecific

rules.

This new pilotgoes further into the practical deployment of the methods. Indeed, its main
objectives are to:

® Set up and validate the process of the development of PEFCRs and OEFSRs,
including the development of environemtal benchmark3for each of them;

® Building on the outcomes of the present study, identify appropriate compliance
systems for PEF and OEF, includingaeme verification (i.e. before public release
of the declaration) and epost verification (i.e. afterpublic release of the
declaration);and,

B Test, in collaboration with stakeholders, different approaches and channels for
businessto-consumer and busessto-business communication.

The communication comes along with a recommendatibon the use of PEF an®EF as the
common methods to measure and communicate the life cycle environmental performance of
products and organisations for Member States, companies, private organisations and the financial
community. Final guides dfoth methods are annexed to the @wnissionrecommendatiort**2

7Impact Assessment Accompanying the document Communication from the Commission to the European Parliament and
the Councik Building the single market for green products: facilitating better information on the environmental
performance of products and organisations. COM(2013) 196 £i8aV/D(2013) 112 final

8 European Commission, 2013. Communication from the Commission to the European Parliament and the Council:
Building the Single Market for Green ProdugtBacilitating better hnformation on the environmental performance of

products and organisations. Brussels, 9.4.2Q T30M(2013) 196 final. BIO and partners carried out an the assessment of
this communication.

9Setting a benchmark involves the identification of the average maailable in the market, and the definition classes
of environmental performance based on this analysis.

10 European Commission, 2013. Commission Recommendatidkpril 9 201®n the use of common methods to measure
and communicate the life cycle envirorental performance oproducts and organisationg Text with EEA relevance)
2013/179/EU

11European Commission, 2013. Annex llI: Product Environmental Footprint (PEF) guide to the Commission
Recommendation on the use of common methods to measure and conicatm the life cycle environmental performance
of products and organisations

12 European Commission, 2013. Annex llI: Organisation Environmental Footprint (OEF) guide to the Commission
Recommendation on the use of common methods to measure and communibatéfe cycle environmental performance
of products and organisations
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1.1.2 Compliance systems for PEF and OEF declarations

Importance of compliance systems

Economic actors tend to distrust environmental claims, both those attached to prodamtsthose

ET Al OAAA E Corpdratd Sodidl Resgoidsiy or environmental reports. fis situation
could discourageorganisations that are truly committed to improving their environmertal
performance For instance, almost half of the European consumers do not trust the environmental
performance information ommunicated on productS. Perception of green claims is deteriorating

in the society, with a general feeling that companies are competing on their claims rather than on
making true efforts on environment issues.

This might result in consumers or public aiistrations not buying green products aridvestors

not freeing funds for environmentahvestments or not consideringnvironmental riskedequately

Therefore, in order to ensure that information on the environmental performance of products and
organisOET 1 O EO OAI EAAT A | EI BT OOATIddan@AOART OEABRET O
for companie$, there is a clear need teerify such informationwith appropriate tools. Two key

aspects can be distinguished:

B Verification of the correctness ofhe methodology anddata used (e.g.
appropriatemethodological choices for allocations, appropriateodelling, right
use ofspecific and generidata); and

" 6 AOEAEAAOEIT 1T £ OOOAAAAA thé gfodudtiput &ihe DOT ADA O
EU market corrgsonds withthe one described in the attached PEF declaration).

Main challenges

A key specificity of PEF/OEF declarations is that they are based on impacts that cannot be directly
measured on the product (e.the energyconsumed during manufacturing afmobile phone) or o

the organisation sites (e.g. c®pe 3 emissions in the carbon footprint of organisations).
Consequently, the validity of the declaration cannot be entirely guaranteed with tests on the
products or onrsite inspections.

In addition, otherchallenges are foreseeas regardserification activities and they should be taken
into account when defining potential compliance systems/mechanisms, including:

B Coststo ensurecompliance (for all interested parties: manufacturers, companies,
public auhorities, etc.);

B Data availability and complexity of the supply chain;
B Possibility of fraud and associated risksd

B Competencies of verifiers.

13European Commission, 2009. Flash Eurobarometer 256 on Europeans' attitude towards the issue of sustainable
consumption and consumption Analytical repot
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1.2 Objectives of the study

This study aims atdentifying and describinghe most appropriateoptions for complimce systems
applicable toPEF/OEF declaratian The specifiobjectives are the following:

® Review and describe existing compliance systems applied to mandatory or
voluntary schemes for products or organisations with a particular emphasis on
systems which ddress the issue of embedded/indirect characteristics;

®  Analysethe international trade rules and their relevance for PEF/OEF compliance
systems

" Define and characterise various options fgperational verification activities as
well asbroader policy orierditionsto be applied in the context of future PEF/OEF
compliance system

® Building on the examples of existing schemes, identify and describe the key
factors that could influence the reliability and the cost of théuire PEF/OEF
compliance systemand,

® Provide recommendations on the most suitable option(s) for PEF/OEF
declarations.

1.3 Data collection

Based on a literature review, information for a selection ofxisetng compliance
systems/mechanisms at product and organisation levels, for voluntary or mandatorsuinehts

covering embedded (for products) or indirect (for organisations) impadas gathered. The review

was summarized invio sets of factsheetg OAAOAOEDOEOA AAAOOEAADOOG AT A O
O E A &Gratdare provided in Annexe 2 and Annexe éspectively. The first set of factsheets
presents the research findings of the initial review of schemes. The second set of factsheets

concentrates on the compliance systems of selected schemes.

As acomplementto the literature review interviewswere conducted in order to receive feedback

on existing compliance systems as well as views on what type of verification activities would be
suitable in the futue for PEF and OEF declaratiofifie list of stakeholders involved in the study is
presented inAnnex 1 Fifteen different organisationsand more than 20 individual$ave been
involved.Stakeholders from the following categories were targeted:

®  Owners of schemes (e.g. FSC, Carbon Trust)

W Stakeholders involved in the definition, delopment or running of compliance
systems (AFNOR Certification, Quebec ministry of Finance and Economy);

B Operators are businesses, individuals or other entities that could use a scheme
(on a voluntary or mandatory basis) and are subjected to the commiagstems
(e.g. Danone, InVivo);

" Companies or organisations carrying out verification activities (e.g. Deloitte,
RALgGmMbH )

" Entities involved market surveillance (e.g. DGCCREF).
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Chapter 2. Terminology and standards

Although they may seem relatively common, certaierins used in this report have a specific
meaning within the context of environmental footprinting, PEF/OEF methodologies, or conformity
AOOAOGOI AT 68 )T AAAEOETTh OIT A EAU ATTAADPOOR 0O,
defined accuratelyriorder toclarify the scope of the study.

2.1 Basicterms

It must be noted that for the purposes of this studlyjs necessary to clarify the meaning of the
following terms.

PEF or OEFProfile
The following definitions are taken from the guidance documentdtumpilot phasé**>.

I O0®& AEI1 A6 ofEaPERSLAY c@rfedddi ildcompliance with the PEF Guide or, where
existing, with a specific PEFCR

An O/ w001 AEI1 A6 df én OBE AudyGdn@® dbudin compliance with the OEF Guide or,
whereexisting, with a specific OEFSR

PEF or OERpplication

As mentioned in the guidé$'’, PEF or OEF studies may be usedafmariety of purposes either in
house ottargeted atexternal parties

B In-house applications for both PEF and OEF may include atippo
environmental management;identification of environmental hotspots;and
environmental perfemance improvement and trackingand may implicitly
include costsaving opportunities.

= External applications for PEF relate to BusingésBusines (B2B) or Businegs-
Consumer(B2C) communication. It may include responding to customer and
consumer demands, marketing, benchmarki‘ﬁ,g environmental labelling,
supporting ecedesign throughout supply chains, green procurement and
responding to the requirements of environmental policies Buropean or
Member State leved

14European Commission, 201Guidance for the implementation of the EU Product Environmental Footprint (PEF) during
the Environmental Footprint (EF) pilot phase

15European Commission, 2013. Guidance for the implementation of the EU Organisation Environmental Footprint (OEF)
during theEnvironmental Footprint (EF) Pilot Phase

®For PEF, bnchmarking could for example include defining an average performing product (based on data provided by
stakeholders or on generic data or approximations) followed by a grading of other products aagtodheir
performance versus the benchmark.
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" External applicationsfor OEFrelate to stakeholders or Busine$s-Business
(B2B) communication as well aslationships with public authorities or investors.
yO T AU ETAI OAA OAOPITAETI ¢ O EIT OGAOGOI 006
benchmarking, and responding to requirements posed in environmental policies
at European level or at the level of the individuaber States.

Disclosure and communication of a PEF or OEF study

The results of PEF study can be communicated in different forms that will depend on the intended
application. As mentioned in the guidance documents for the implementation of the upcomiog pil
phasé™®, to date the possible communication vehicles envisaged are:

® For PEF:
O PEF external communication report;
O PEF performance tracking report;
H  PEF declaration;
O PEF label.
® For OEF:
O OEF external communication report;
O OEF performance tracking report.
InOEA PDPOAOGAT O OOOAUR OEA x1 OAET ¢ OAAAI AOAOET 1
encompassing all of the abowaentioned formsz as a claim on the environmental performance of a
product or organisation made in the context of any of external agpiins. This claim may include a

comparative assertiolf. Note that in the case of PEF, Type Il environmental declarations as defined
in ISO 14028 may be a potential external application of a PEF studly.

o.

Scheme

In the present study, a scheme refersdopdicy, initiative, or methodology laying dowa set of
rulesthat may be applied to products or organisations to address any issue considered relevant (e.g.
sustainability or quality/safety issues). A schewan be voluntary or mandatory, adopted by private

17European ©mmissionz DG Environment, 201&uidance for the implementation of the EU Product Environmental
Footprint (PEF) during the Environmental Footprint (EF) pilot phggersion 3.0Available at:
http://ec.europa.eu/environment/eussd/smgp/pdf/Guidance_products_3.0.pdf

18 European @mmissionz DG Environment, 201&uidance for the implementation of the EU Organisation
Environmental Footprint (OEF) during the Environmental Footprint (EF) Pilot Ph¥eesion 20. Available at:
http://ec.europa.eu/environment/eussd/smgp/pdf/Guidance_organisations_2.0.pdf

'y comparative assertioiis anenvironmental claims regarding the superiority or equivalence of one progduoesp.
organisationz versus a competingnpduct that performs the same functiopresp. versus a competing organisation
providing the same produdtefinition adapted from ISO 14040:20@&nvironmental managemert Life cycle
assessmeng Principles and framework).

2 Grypelll environmental ded O A © &ré duaditative, LCAbased clains of the environmental aspects of a certain good
or service. SetS0O 14025:2008 Environnental labels and declaratiorsType 1l environmental dedlationsz Principles
and procedures
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or public entities, and can include elements such as rules on substantive standards to be fulfilled,
specific methodologies, conformity assessments, eligibility criteria to enter the scheme, governance
of the scheme, etc.

More specifically in the field ajuantification of environmental performance, a methodology is a
means of calculating environmental indicators (e.g. GHG emissions for carbon footprinttng).
provides guidance on calculation rules such as the boundaries of the system and the datastabe u
For instance, the GHG Protocol standafd$ can be classified as methodology An initiative tends

to relate more to the report format and contents and public disclosure. It can refer to a specific
method. Forinstance,the work ofthe Carbon Trustri the field of product and organisation carbon
footprinting can be seen as an initiatR’eThere can be overlap between these two notions.

Note that policies, initiative and methods, may partially cover aspects related to lifyaassurance
and verification requirements. Examples of this are th@HG Protocol Stastards orthe PEF and OEF
methodologies (seehapter 9 of PEF and OEF guijles

Productoriented ororganisation-oriented schemes

In product-oriented schemesthe final declaration relateso the prodict and maybe visible on it
through a mark or a labeRules of produebriented schemes may focum products characteristics
or on various aspects of the value chain (e.g. production, processing, taadejelated traceability

requirementsor a combinaion of both aspectsExamples of producbriented schemes aréhe Blue

Angel, CE marking, GS mark, etc.

In organisationoriented schemesthe declaration (if any) is borne by the organisation or a part of it.
Rules of organisatiomriented schemes may fosuon organisation characteristics or on various
aspects of the value chain (e.ghe relationships with suppliers and customerand related
traceability requirementsor a combination of both aspects. Examples of organisatoiented
schemes ar¢he Frend and UK mandatory corporate carbon reporting, Lab&/CIE andhte Green
Seal sustainability standard for product manufacturers.

Compliance system

A compliance system can be seen as a set of mechanisms aiming at providing confidence in a given
scheme to uers or other target individuals or organisations.

I AT i Bl EAT AR OUOOATI EO AARAOGECT AA O OAOEAU OEAC
conformsto a specifiedset ofrules or criteria, laid down ia standard oiin a law. The compliance

systtm helps to ensure that the object delivers on its promises. Thiolms carrying out
verification activities based onspecific methods, procedures, and tools in order to provide
reassurance that the requirements are met.

?I\World Resources Institut& World Business Council for Sustainable Development (WRI & WBCSD), 2004. GHG Protocol
Z A Corporate Accounting and Reporting StandarBevised edition

22\World Resources Institute & World Business Council for Sustainable Development (WRI & WBCSDHE0RiotGcol
Product Life Cycle Accounting and Reporting Standard

DG Environment, 2010. Company GHG Emissions Repartin§tudy on Methods and InitiativegsRevised final reporg
October 2010.
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Reliability of a compliance sygm

In the present study, the reliability of the compliance system isldwel of confidencerovided by
the verification process, that is to say the confidence that the statemg@unformity or non-
conformity) made on the product/organisatias valid:

B |ssue of astatement of conformity when fulfilment of requirementsis
demonstrated

" |ssue of astatement of non-conformity when nonfulfilment of requirements is
demonstrated;

The reliability of the compliance system can be seen as the opposite afaheept of O ification
riskowhich isused for instance by the European Commission for the verification of emissions reports
required under theDirective 2003/87/EB1T A AAZEET AA AO OOEA 1T OAOAI I
inappropriate verification opinioé*.

Invisible or enbeddedindirect characteristics

AEA A@bOA O CChdracteri€héd] CFEOOEAOMRA ET OEEO OADPI 006 OI
indirectcharacteristics

Embeddedcharacteristicgelate to particulafeaturesof a product that needs tbe verified against

a specified rulgiin the context of the applicable compliance systemjt cannot be measured or

tested on the product itself either because it is technically impossible or cannot be done at a
reasonable cost. Here are several examptegarious contexts:

®  Environmental footprint of a product Amount of GHG emissions related to the
energy conamption of the production phasén the declared carbon footprint
over the life cycle of the product

B Fairtradez A requirement for faitrade prodicts is that a fair pce is guaranteed
to producers.

® Ecolabelz Ecolabel standards may require that a specific share¢he product
compositioncomefrom post-consumenecovered material

In the WTO terminology, such embeddetharacteristicsA O A A Ar-produét-reldtedi processes

AT A POi AOAOEIT JPPNisfséefsécio@@.4.j . 02

Embedded characteristics having a connection with environmental issues can be called embedded
impacts.

Indirect characteristicsrelate to partcular aspects deriving from the activities of an organisation
that needs to be verified against a specified rule but canmmiphysicallyseen or measured during
visits in the organisation ancanonly be verifiedhrough documentation

Here are several amples in various contexts:

B Environmental footprint of an organisatiory Quantification of indirect GHG
emissions related to the purchase of energy

OE Ol

Al Al

4 European Commission, 2012. Guidance Docungefibe Acceditation and Verification Regulation6 A OE £AEA 08 O OEOE

analysisz AVR Key guidance note no. 1.2, Version of 12 July 2012
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B Corporate Social &ponsibilityz Insurance that suppliers of the orgeation do
not employ children; and

B Indirect characteristics having a connection with environmental issues can be
called indirect impacts.

Traceability andTraceability to the product
ISO 9006° defines traceability aOEA OAAEI EOU OI OOAAA OEA EEOOI
which s under consideration [...] when considering a product, traceability can relate to:

B The origin of materials and parts

B The processing history

B  The distribution and location of the product after delivery.

In the context ofthe present studyQraceability to the productd OA 1 Addifohg Bdasures

that aims at followinga product(or its constituent elementgas itmoves through successive stages

of a supplychainin view ofensuring that the product was produced in compliarveigh the scheme
requirements This can be essential to maintaining consumer confidence, and therefore necessary to
the success of a scheme.

For instance in the case tie Marine StewardshipgCouncil MSQ label, the compliance system
should provide assuranct® buyers that MS&ertified fish really comes from a MSeertified
fishery. In the case of PEF, it is essential that the product put on EU market really corresponds to the
one described in the attached PEF declaration.

2.2 Key terminology used in the field of conformity
assessment

Campliance of a product or orgaration to specified requirements (described in e.g. international
standards, technical regulationand commercial specifications) can only be demonstrated with
specific means. These means are provided throughconformity assessment The concept of
conformity assessment builds ospecific terminology. Definitions presented in this section are
based oSO 17000 standafiand EU regulationdRegulation EC 765/2088

2.2.1 Conformity assessment
ISO 17000 specifically defines conformE OU AOOAOOGI AT O AOG OA AATTT «

OANOEOAT AT 0O OAI AGET ¢ OF A POI AOAOh bDOT AAOOK (
765/2008 has a similar definition.

e} 9000:200% Quality management systemg Fundamentals and vocabulary
% |S0/IEC 17000:20@Conformity assessmerg Vocabularyand general principles

2 Regulation (EC) No 765/2008 of the European Parliament and of the Council of 9 July 2008 setting out the requirements
for accreditation and market surveillance relating to the marketing of products and repealing Regulation (EBEJ/B®
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A notable characteristic ofonformity assessmentss that they can takeon different forms, using
different techniques undertaken by various entities according to the purposes for which they are
being used

As regardsthe 1ISO definition, it must be noted thaa service is regardeds a particular form of
product. In addition,Ogacified requirement8ET A1 OAA OET OA Ai 1T OAET AA ET 00
specifications, national, regional or international standards or governmental regulations.

Verification activities

There are various manners of demonstratitige conformity. Different verification activities cabe
undertaken to gather information regardinthe fulfilment of the specified requirements by the
objectbeing subjected to theonformity assessmentMajor types ofverification activities include

B Testing 7z i.e. determination of one or more characteristics of an object of
conformity assessment, according to a procedure. This typically applies to
materials, products or processes.

B |nspectionz Examination of a product design, product, process or installation and
determination of its conformity with specific requirements or, on the basis of
professional judgement, with general requirements. Inspection of a process may
include inspection of persons, facilities, technology and methodology.

®  Audit z Systematic, independent, docuemted process for obtaining records,
statements of fact or other relevant information and assessing them objectively
to determine the extent to which specified requirements are fulfilled

Parties

Conformity assessmemstcan be undertaken by many differemdividualsor organisationsz i.e.
OPAOOGEAOGG8 0 AcOSBHokods: AOA AAOACT OEO
®  First party z the person or organiion that provides the objet which is being
assessed (e.g. supplier of a product or service).

H  Second partyz a person o organistion that has a user interest in the object (in
general its purchasebut also insurance companies or regulatory authorities).

" Third partyz a person or body that is independent of the personopganisation
that provides theobjectand of user interests in thebgect.

In the case of commercial transactions such as the supply of a product or service, the dappker
first party, the purchaser is the second party and any other organisation which haemmercial
interest in the transaction is a third partysng the example of a product, roles and activities could

be shared as followghbasedor) 3/ OADI 0O ¥ OEI AET ¢ 06006006

" The first party provides the product and is responsible for its conformity with the
specified requirements. These requirements could beetHirst party® own
specification, aspecification provided by the purchaser or legal requirements
relating to the product orany combination of the three. In any of these cases

%150 & UNIDO, 2010. Building trusThe Conformity Assessment Toolbox.
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reference could be made to one @nore national, regional or international
standards;

B The second party specifies its requirements and is responsible for assuring itself
that the product conforms to them; and

B A third party could be requested by the first or second party to assess conformity
of the product with the specified requiraents and would be responsible for
providing astatement of conformity (or norconformity).

Attestation, certification, accreditation

An attestation is an issue of a statement, based on a decision following revteat the fulfilment
of specified requirerants has been demonstrated

A certification is an attestation made by third party such as a conformity assessment body.

An accreditation is a thirdparty attestation related to a conformity assessment body conveying
formal demonstration of its competenc® carry out specific conformity assessment tasks.

Independence

ISO 17000 does not provideCal Isidefits-A | deffnition of ndependence. Insteacthis standard
explains that the criteria for the independence of a body.g( inspection, certification o
accreditation body are provided in the standardgplicable tatheir activities.

For instance, in the case of ISO 17Q2€e sectior.3), three types of inspection bodies (Types A, B
and Chare described depending dheir different degree of independence

B Type A bodiesre third-parties independent of the parties involved in the design,
manufacture, supply, installation, use or maintenance of inspected items

" Type Bbodiesare inhouse inspection bodies forming a separate independent
part of an organisation involved in the méamhed activities.

B Type C bodies must not be a separate part within the organisation but there must
be a clear separation between inspection activities and other activities meaning
that a person cannot inspect items designed, manufactured, maintained stc. b
him.

Specift independence criteria to be @h by each type of inspection body are described in Annex A
of ISO 17020 and include, among others, the following:

B Type Az The inspection body shall be independent of the other parties invalved

B Type Bz A clea separation of the responsibilities of the inspection personnel
from those of the personnel employed in the other functions shall be established
by organizational identification and the reporting methods of the inspection
body within the parent organizadin.

B Type Cz The inspection body shall provide safeguards within the organization
ensure adequate segregation of responsibilities and accountabilities in the
provision of inspection services by organization and/or documented procedures.
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2.2.2 Surveillance & Market surveillance

Conformity assessmestcan end when fulfilment of specified requirements has been demonstrated
through atestation. Whenthere is a need to provideontinuing assurance of conformity,
surveillancecan be used.

ISO 17000 defines surveillee as a systematic iteration of conformity assessment activities
maintainthe validity of the statement of conformity.

Market surveillanceis a particular form of post attestation activity carried out by public authorities.
In many countries, the regatory authorities have a responsibility for protecting consumers and
enforcing health and safety regulations by carrying out market surveillance. Economic constraints
usually lead to a targeted surveillance, either concentrating on the highest areas loforis
responding to reports of noitonforming products.

Regulation EC 765/2008 defines the concepnafket surveilanceAO OOEA AAOEOEOEAO AA
measures taken by public authorities to ensure that products comply with the requirements set out

in the relevant Community harmonisation legislation and do not endanger health, safety or any

I OEAO AOPAAO 1T £ PpOAI EA ET OAOAOO DPOi OAAOGEIT 68

In the framework of Regulation EC 765/2008, Member States must guarantee effective surveillance

of their market. They e required to organise and carry out close monitoring so concerned products

meet the requirements for protection of public interests such as health or safety. This is done

through competent market surveillance authorities in each Member State.

2.2.3 Ex-ante andex-post verification activities

As regards producebriented schemesex-ante and expost verificationactivities refer to activities

carried before or after placing the product on the markegspectively In Regulation EC 765/2008,

ObP1 AAET ¢ 16 OEAI I AICKAIG OEA EEOOO [ AEET ¢ AOGAEI AAI
market.

Typically, market surveillance is expost verification. On the in other handinitial conformity
assessmentsare carried oubeforeplacing the product on the market.

As regardsthe organisatiorroriented schems, the concept of &-ante and expost verification
activities could be applied to activities carried out before or after disclosure and communication of a
statement related to a given scheme (reporting, organisatierel hbel, etc.).

2.3 Standards used in the field of conformity assessment

The general requirements faonformity assessmenare laid down in the standds ofthe ISO/IEC
17000 seriesAmong these standardshis section presents for informative purpas¢he oneghat
could be of interestvhen developing a compliance system for PEF/OEF declarations.

ISO/IEC 17000:20(4Conformity assessmeng Vocabulary and general principles

This standardspecifies general terms and definitions relating to conformity assessmiectuding
the accreditation & conformity assessment bodies.
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ISO/IEC 17011:2004 Conformity assessmenz General requirements for accreditation bodies
accrediting conformity assessment bodies

This standardspecifies general requirements for accreditatittodies assessing and accrediting
conformity assessment bodies

ISO/IEC 17020:20%2Conformity assessmeng Requirements for the operation of various types of
bodies performing inspection

This standardspecifies requirements for the competence of bodiesfpaning inspection and for
the impartiality and consistency of their inspection activitiésapplies to inspection bodies of type
A, B or C, as defined in ISO/IEC 17020:2012, and it applies to any stage of inspection

ISO/IEC 17021:2014 Conformity asgssmentz Requirements for bodies providing audit and
certification of management systems

This standardis intended to certification bodies and is usually applicable in the context of
organisationtoriented schemes It contains principles and requirementsrf the competence,
consistency and impatrtiality of the audit and certification of management systems of all types (e.g.
quality management systems or environmental management systems) and forelsodroviding
these activities.

ISO/IEC 17065:2012 Conformity assessmentz Requirements for bodies certifying products,
processes and services

This standard is intended to certification bodies and is usually applicable in the contprbaiict
oriented schemesilt contains principles and requirements for a bodyrtidfying products, processes
and servicesgainst specific requirements
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Chapter 3. Identification and review  of relevant

schemes

3.1

Initial identification of relevant schemes

In order to gatherinformation on various types of compliance systems applicableekxisting

schemes, an initial list &7schemes was establishedihis list was built with the imntion to cover a
wide varietyof schemesso as tathe favour a similar diversity in terms of compliansgstems €.g.

the level of developmentthe stakeholders invaled, the nature of the verification activitiesetc.).

The following criteria were used t@raw upthis list of schemes
B Scopez Productor organisationoriented scheme
B Topicsz Environment, socialguality, safety, etc.
B Regulatory frameworkz Voluntaryinitiative, mandatorypolicy;
B Schemeownersz Private or public schemes
B Geographical coverageg national, EU,mternational.

The review includedchemes that primarily addregshe environmental performance of products or
organisationsz and from that perspctive, share common objectives with the PEF and OEF
methodologiesz as well as schemes that address issues that are not directly related to PEF/OEF

such as economic/social sustainability crigeor quality/safety aspects. These latter schemes were

considered relevant forreview because some components of their compliance systems could be

OOA £OI Al O 0%&T/ %& |1 POEITO08 )1 DAOOEAOI AOh 000
characteristics of products and thus traceability to the product is esaéii@.g. Fairtrade or FSC);

furthermore, quality and safety schees have welkstablished, longunning compliance systems

that cover a wide range of product categoriesq. NF, GS mark).

Tablelpresents the schmesconsideredthe most relevant. These schemes were examiiedrder
to determinetheir potential for further analysishat would focus specificallpn their compliance
systems.
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Australian National Greenhouse and Energy
Reporting (NGER)

Blue Angel Blauer Engel)
Carbon Trustz Organisational carbon footprint

and Value chain carbon footprint
Carbon Trustz Product carbon footprint

CE marking

EU Organic farming label

EU Timber Regulation(EUTR)z EURegulation
No 995/2010

European Social Label

Forest Stewardship Council (FSC)

French mandatory framewaork for corporate
GHG reporting(Grenelle Il lang Art. 75)

GHG Protocog O# 1 OBPT OAOGAS6 Al
6 Al OA #EAEI
Reporting Standards
GHG Protocolz Product Life Cycle Accounting
and Reporting Standard

Global Organic Textile Standard (GOTS)

Green Seak GSC1 Pilot Sustainability
Standard for Product Manufacturers

Green Seak Products and services

GS Mark

International Fairtrade Certification Mark

Japan Environmental Management
Assaociation for Industryz Ecoleaf
Environmental label
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Product

Product
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Organisation
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Product

Product

Product
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Chapter 3 0 Identification and review of relevant schemes

Table 1: Initial list of the 27 schemes reviewed

Scope( product . Regulatory L .
_ el framework Owners (public/private) Geographical coverage

Environment(GHG emissions)

Environment(climate, water,
resources, environment and health)

Environment (GHG emissions)
Environment (GHG emissions)

Quality and Safety
Environment (Organic farming)

Sustainable resource use @4d)

Social(Social climate)
Sustainable resource use GA&d)

Environment (GHG emissions)

Environment (GHG emissions)

Environment (GHG emissions)

Environment and social (Organic
textile)

Environmental ad social
Environmental and social

Quality and séety

Mandatory

Voluntary

Voluntary
Voluntary

Mandatory

Voluntary

Mandatory

Voluntary
Voluntary

Mandatory

Voluntary

Voluntary

Voluntary

Voluntary

Voluntary

Voluntary

Sustainable development (Fair trade Voluntary

Environment

Voluntary

Public Clean Energy Regulatpr

Public German Fedel Ministry for the
Environmentz BMU)

Private(Carbon Trusk
Private (Carbon Trust)

Public (EU)

Public (EU)

Public (EU)

Audralia

International(originally designed for the
German market)

International(initiated in the UK)

International (initiated in the UK)

Products sold iEEAand produced in
EAA or in third countries

Products sold ifeUandproduced in EU
or inthird countries

Timber and timber products sold BU,
wherever they are prodted

Private (European Social Label Institui EU

Private ESC Internationgl

Public Frenchauthorities)

Private (WRI and WBCSD)

Private (WRI and WBCSD)

Private (Global Standard gemeinniitzic

GmbH)

Private (Green Seal)

Private (Green Seal)

Public (German Federal Ministry of
Labour and Social AffaigBMAS)

Private (FLO lernational)

Public (JEMAI)

International

France

International

International

International
International but primarily for US
market

International but primarily for US
market

International (originally designed for th
German market)

International

Japan
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Scope( product . Regulatory o .
Topic framework Owners (public/private) Geographical coverage

Japan Tokyo Metropolitan Government

Emission Trading Scheme Organisation

Korean Carbon footprinting labelling Product

programme
Korean Environmental Declaration of Products

Product
(EDP)
Label LUCIE Organisation

Marine Stewardship Council (MSC) Product
NF MarkNF service Product
Renewable Energy Directiv§ RED)z

Sustainability criteria for biofuels in Directive Product
2009/28/EC

Roundtable on Sustaindle Palm Oil (RSPO) Product

UK Mandatory Carbon Reportingg Quoted
Companies Greenhouse Gas Emissions

i $EOAAOI 008 2API 000Qq
Regulations 2013

Organisation

Environment (GH@missions) Mandatory
Environment (GHG Emissions) Voluntary
Environment Voluntary
Social(Corporate Social Voluntary

Responsibility)

Sustainable resource use (Wild fish

seafood) Voluntary

Quality and safety Voluntary

Sustainable resource use (biofuels) Mandatory

Environmental and social Voluntary

Environment (GHG emissions) Mandatory
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Public (Tokyo Metropolitan
Government)

Public (Korea Environmental Industry
and Technology Institute)

Public (Korea Environmental Industry
and Technology Institute)

Private (LUCIE Agency)

Private (Marine Stewardship Council)

Private (AFNOR)

Public (EU)

Private (RSPO)

Public UK Governmeni

Tokyo metropolitan area
Korea

Korea

France

International

International (originally designed fohe
French market)

Biofuels sold in the EU, wherever they
are produced

International

UK
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Given the large number of schemes under review, it is useful to startavithiefoverview ofthe
scheme categories More than half of the schemes reviewed were prododented voluntary
systems.In addition, all the priately-owned schemes reviewed we naturally voluntaryschemes
whereas public schemes studieldere were balanced between voluntary approaches (6) and
mandatory policies (7).

Scope of schemes reviewe Thematic area of schemes reviewe

M Environment
M Environment and

Social

H Organisation 13 = Quality and Safety

&

Regulatory framework of schemes reviewe Owner of schemes reviewec

m Mandatory 13 M Private
m Voluntary 14 m Public

Overview of the 27 schemes reviewed

M Social

W Sustainability

7

3.2 General description of the schemes reviewed

3.2.1 Globaloverview

The first step of the analysis wa® gather background information on the most notable
characteristics of each d@he 27 schemes. Thigasa prerequisitefor deeper analysis of a stgroup
of the 27,to fully grasphow the O A E A icolnfli@nce gstem operatesand to identify the most
interesting schemes for further compliance systeasriented analysis.

A first set of O A A O A OfcBit@estplegenting the main characteristics of each schemas
developed. These factsheets are presedtin Annex 2 Each factsheet addressebe following
aspects:

B Key featuresz Nature of the scheme(e.g. reporting, conformity mark,
accounting methodology, etc;)Topic (i.e. thematic area such asnvironment,
sustainability, qality/safety, etc.) Scope (product or organisatiororiented
scheme; Regulatory framework (voluntary or mandatory)ci®me owner(public
or private) Compliance system(does it exists?does it deals withinvisible
characteristics?);

B Context and scheme statugHistory andfuture developments; g&akeholders;
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B Scope of the schemeg Targeted products/sectors; cdpe of the assessment;
geographical scope

®  Companies using the scheme;
B Link with other schemes or standards;
B Public information;

¥  Geneasl features of the compliance system.

Table2 is a synthesi®f the 27 factsheets, presentiripe nature and intended use of the schemes
and the most striking findings on their compliance systerikis table alsandicatesthe schemes
selectedfor further analysis of theicompliance systemi.g. rows highlighted in blug along with
justifications for the choices mad@ thelast column of the table)
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Table 2: Summarised description of the 27 schemes reviewed

Nature of the
Intended use
scheme

Australian National

Greenhouse and Energy Carbon reporting

Reporting (NGER)

Blue Angel Blauer
Engel)

Carbon Trustz

Organisational carbon

footprint and Value

chain carbon footprint

Carbon Trustz Product

carbon footprint

CE marking

EU Organic farming
label

EU Timber Regulatiorg

Regulation (EU) No
995/2010(EUTR)

European Social Label

bion/k
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Seal of approval
(Type | Ecalbel)

Carbon reporting
with certification &
Accounting tool

Quantitative
environmental
labelling (cabon) &
Accounting tool

Conformity mark

Seal of approval

Due diligence

Seal of approval

National and internationaGHG reporting,
reduction of GHG emissions, Australian 2007
emissions trading scheme.

This label is designem help distinguish the
products that have better 1978
environmental/health performance

The Carbon Trust Standard is a mark of
achievement and recognition for
organisations measuring and reducing G
emissions.

|, 2008

It can be used to obtain labels like the

Carbon Reduction Label and Carbon Labe 2007

ThisConformity markenables fee

movement of products within European

market. It is the manufacturer's visible 1993
confirmation that its product complies with
European legislation

Supply chain information 2002

The regulation requires traders of timber o
products made with timber to verifthe

origin of the timber they tradeand make AL
sure it isharvestedlegally.

This scheme supports thecognition and
promotion of the best performing 2011

companiesas regards to corporatsocial
climate.

tarting Compliance svstem Relevance for further analysis of the
year P compliance system

Compared to the recent French and UK
mandatory GHG reporting, this regulation
has been in place for a longer time, is bette
documented and has a more developed
compliance system.

Reporting companies are not required to perform third
party audits before submitting emissions data to the
authorities. However, such audits can be initiated by tt
authorities for any reason.

The Blue Agel is the first and oldest
environmentrelated label for productsit is
aninternationally recognised and respected
ecolabel.

Each product group has number oBasic Award
Criteria. These criteria are verified by a single
certification body: RAL gGmbH.

This scheme could be of relevance for a
factsheet but was not selecte avoid a too
strong balance towards carberelated
schemes

Certification activities are carried out by the Carbon Tr
Certification Limited which is a whollyowned subsidiary
of Carbon Trust and is accredited by UKAS.

This scheme could be of relevance for a
factsheet but was not selected to avoid a tc
strong balance towards carberelated
schemes

Certification activities are carried out by the Carbon Tr
Certification Limited which is a whollyowned subsidiary
of Carbon Trust and is asglited by UKAS.

The compliance system varies accordioghe products
categories. For some products, only tests are performe Within the list, this is thenly product-
for others the quality system is audie orientedmandatory scheme that covers a

$APAT AET ¢ 11 OEA naubbriedtAird wide range of products categoriesd that
party (notified bodies) can be required to verify the includes different compliancénstruments.
conformity.

Each EU MS must implement a compliance system ar

designate one or more competent authorities that can An EU initiative with MSpecific compliance
delegate the inspection to control bodieAppropriate  systems.

bodies accredit the control bodies.

In each member state, a competent authority
coordinates the application of the Regulation, carries ¢
checks on timber and timbeproduct traders as well as
on monitoring organisations, and establishes penalties.

This regulation entered into force recently.

Although some provisions regarding how the label is
awarded are mentioned on the ESL website, it can be
considered that there is no fully developed compliance
system.

This scheme is a relatively modest private
initiative based on a survey of employees.
There § no compliance system per se.

Investigating options for different compliance systems for PEF and OEF declara| 35



Chapter 3 9 ldentification and review of relevant schemes

Nature of the Starting . Relevance for further analysis of the
Intended use Compliance system :
scheme year compliance system

The FSC label gives a guarantee to

consumers that products come from well
managed forests. The label relies on

standards and on a certification system to 1994°
ensure sustainabléorestry management

and traceability of FS€ertified wood and
products along the suppighain.

Forest Stewardship

Council (FSC) Seal of approval

This eportingwas createdo raise
compa E Av@ness and implement
reduction actions at company levélhe

French mandatory
framework for

corporate CHID Carbon reporting reporting is doneo the authorities of the AU
reporting (Grenelle Il . .
law 7 Art. 75) French region where the company is
headquartered.
GHG Protocoly Internal accounting, and possible external
O#1 OPI OAOAS reporting for the Corporate Standard. The
O#1 OPT OAOA Accounting Scope 3 Standard is for value chain 2001
i 3A1T BA Q@g methodology information (beyond an individual
and Reporting corporation, but linked to one), similarly fol
Standards internal accounting and external reporting.
The Product Standard is intended to supp
GHG Protocol Product ¢ ing PAOAEN Of Al AA OOAAEE]
Life Cycle Accounting . . . 2011
. methodology inventory and emissions reductions over
and Repating Standard time
The aim of the standard is to define global
Global Organic Textile Seal of approval recognised requirements that ensure 2006

Standard (GOTS) organic status of textes, addressing both

environmental and social impacts.

291994 for forest management certification and 2004 for chain of custody certification
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FSC is a welleveloped initiative with
balanced governanceThe compliance
system addresses the issue of traceability t
the product through the chain of custody
approach.

FSC certificates are awardéy independent certificatior
bodies, which are accredited by ASI.

Follow~up activities of the reporting made by companie This policy is relatively recent. Although
should be performed by regionalthorities. This is some provisins regarding the followup of
supposed to includéhe verification ofthe compliance of the carbon emissions declared to public
the reports with the lawHoweverno overall compliance authorities are mentioned in the law, it can
system has been developed either at national or regiol be considered that there is nolfy developed
level. compliance system.

There is no buitin compliance systenm this scheme

However, guidance and requirements on verification  This widely used scheme provides
activities are pesentedin a manner relatively similar to guidance/requirements on the nature of
OEF guideThe sandards specify the need for verifications thatshould be performed to
verification and sugest that this is best awardeay a provide assurance

third-party.

There is no buitin compliance system. However,

guidance and requirements on vedétion activities are This widely used scheme provides
provided ina manner relatively similar toF in the guidarce/requirements on the nature of
senseth® OAOEZEAAOQET 1 | Q8 £A verifications thatshould be performed to
required and thirdparty verification is preferred (over  provide assurance

first-party verification).

Approved certification bodies certify entities of the
textile supply chain and their products according to the
GOTS. The accreditation process for certification bodi
has been specifically devgled for GOTS. The main
partner for accreditation is the International Organic
Accreditation Services (IOAS) but the applying
certification body may assign another accreditation bo
under certain conditions.

Thisschemehasdevelopeda compliance
system wih requirements related to invisible
characteristics.
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Nature of the Starting . Relevance for further analysis of the
Intended use Compliance system :
scheme year compliance system

Green Sea GS-C1 Pilot
Sustainability Standard
for Product
Manufacturers

The GSC1 Pilot Sustainability Standafdr Third-party certification activities are required. The Themarketuptake of this standardurrently
Product Manufacturers certiéis socially and 2009 certification division of Green Seal is in charge of this seems rather limited since no companies al
environmentally respnsible businesses. task. referencel under it.

Seal of approval

Green Seal is an independent label that
allows companies to make improvements
the environmental and social impacts of 1989

This scheme could be of relevance for a

Third-party certification activities are required. The factsheet but was not selected since anotht

(€ (i) ST AT certification division of Green Seal is in charge of this

Seal of approval

and services (Type | Ecolabgl their product and to communicate this task typg | ecolabel (blue Angel) hakeadybeen
. retained.
performance to the public.
GS Mark Conformity mark External communication 1977 Ui E45 RS 20| SEMERE S0 O s e This is a welestablished conformity mark.

accredited certification bodies and test laboratories.

Many requirements relate to production anc
trade conditions that cannot be verified or

The objective oflhe FairtradeMark is to d direct! th duct h as ¢
FLO-CERT vefies compliance with Fairtradeandards. M&asurea directly on the product, such as

prove that the conditions of production anc

Inter'n.athnal Fairtrade Sealof approval trade of products are socially and 2002 FLO-CERT is an independent certification company, fair price for small producers, no child work
Certification Mark ; : . d by FLO etc.
economically fair as well as environmental owned by . . .
. The Fairtradestandards contain
responsible.

requirements on the entire value chain,
including producers and trade parties.

Japan Environmental The Ecoleaf programmencourages

Management

Assaociation for Industry Type Il Ecolabel

Z EcoLeaf

companies to providguantitative
information on the environmental impact o
the products they sell.

2002

An independent verification of the label and data

according to 1ISA4025 is required. Verificatiazan be

carried out either internally or externally.

Very littleinformation on the compliance
systemavailable in English.

Environmental label

Japan Tokyo
Metropolitan
Government Emission
Trading Scheme

The objective of this scheme is to reduce
Reporting process  GHG emissions through reporting
and reduction policy obligations, reduction obligabns and
emissions trading

Annual verification by a registered verificatiogency is
2002 required. Checks concern bo#mission levels and
reduction measures.

Very little information on the compliance
system available in English.

Korean Carbon Quantitative

There is an initial audit as well as annual checks to me Very little information on the compliance

footprin ting labelling environmental Supply chain information 2009 sure the labelled goods and services respect the PCR: system available in English.
programme labelling (carbon)
Korean Environmental . . . A S . .
Declaration of Products  Type lll Ecolabel External communication 2001 There is a compliance sys_te_m that includes examinatic Very little |n_forrrat_|on on _the compliance
(EDP) Compliance should be verified at least once a year.  system available in English.

U (e T e Vigeo and Afnor Certification conduct thirgarty An example ofinorganisatiororiented
Label LUCIE Seal of approval develop,and promote the CSR actions anc 2008 9 P 9

evaluatobns. scheme.

commitments of organisations.
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Nature of the Starting . Relevance for further analysis of the
Name Intended use Compliance system :
scheme year compliance system

Marine Stewardship

Council (MSC) Seal of approval

NF MarkNF service Conformity mark

Renewable Energy
Directive (RED)z
Sustainability criteria
for biofuels in Directive
2009/28/EC

Sustainability criteria

Roundtable on
Sustainable Palm Oil
(RSPO)

Seal of approval

UK Mandatory Carbon
Reporting 7 Quoted
Companies Greenhouse
Gas Emissions

i $SEOAAOQI 008
Regulations 2013

Carbon reporting
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external communication (label) 1997
External communication (label) to

guaranteethe quality and safety of the 1947
produd.

The EU Renewable Energy Directive (REL
establishes suainability criteria for 2009

biofuels.

This labelling initiative is used fokernal
communication. It has been set up to allov
consumers to make welhformed choices.

The RSP@rademark signals that the palm 2002
oil used in a product bearing this trademar

has been produced in accordance with the
RSPO requirements.

Reporting, to raise company awareness al
to help meet political objectives on CO2
reduction

2013

This scheme could be of relevance for a
factsheet but was not selected because its
general philosophy is close to FSC.

MSC certificates are awardésy independent
certification bodies, which are accredited by the ASI
(Accreditation Serices International).

AFNORCertification award the mark. AFNOR
Certification relies on other organisations which
participate in the certifications processes and form par
I £ OEA 0O.z&e. dithobsadib@iiedaccredited
by the COFRAC, technical secretariatsgdaesting and
analysis laboratories

This is a welestablished conformity mark.

The compliance system as such is set out in the RED

accompanying legislation/guidance. Implementation of

the compliance system is not complete in all member An EU initiative with implementation of
states and voluntary certification systems as a meahs several certification systems.
implementing the scheme are still being developed an

recognised by the Commission.

No public clams relating to compliance with the RSPO

principles and criteria can be made without thiparty An example of initiative focusing on a speci
verification and certification. The third party is a RSPQO supply-chain

approved independent certification body.

A recent scheme that entereidto forcein
2013 No compliance system has been
developed.

There is no verificatiorequirement for GHG emissions
reported by companies.
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3.2.2 Focus on the specific featuresf the compliancesystems of
selected schemes

The second step of the analysiesncentrated o the specific features dhe compliance systems fahe

14 selected schemes (highlighted in blue Tiable 2). These schemes weranalysed in further depth
focusing on 1/ the design andrules govening ther compliance systems and 2/ the concrete
implementation of the compliance systemA second set of factsheefswas developed for that
purpose. These factsheets amarovided in Annex 3 A genericOAT | D1 EAT Adktsh€2tUi® OAT 6
presental in Table3to describethe various aspects that were examined

Table 3: Presentation of the templateused&£l O OEA OAT [ bl EATsAA OUOOAI

Name of the scheme

Key messages

Thissectionincludes a bef presentationof the scheme Itaims atpresentingthe purpose of the
scheme|its scope (product or organisation) and its regulatory framework (voluntary or
mandatory).

Nature of the
scheme

Advantages Drawbacks

This part aims at underlying the moistteresting aspects angerceivedd O1 0 AT A AT 1 0 1 £ OEA
system in view of developing options for PEF/OEF declarations. Téysimelude aspects such #e intensity of the
verification activities the period of validity of the proof afompliance, the flexibility of the scheme, the consequence
case of norcompliance, the governance, the recognition argputation of the scheme, etc.

Compliance system setup

Thissection describethe initial procesgor an operatorto enter the scheme (i.eapplication or
registration). This processan include an initial conformity assessment that proves the
compliance of an organisation or a product@oE A OAEA[ A8 OTh©Mafh s Al A
presented here are (when applicable):

A The steps of the initial process to enter the scheme (e.g. whenficattion is involved, how to
Initial process be certified), including the parties involved, their role and responsibilities. If relevant, this
section also presents the various types of verificationgeidures that exist under the scheme
(e.g.depending on product categories); as well as the possible adjustments of the generic
procedure that can be made undeertain conditions (e.gfor small organisations).

A The handling of norcompliancesletectedduring the initial assessment
A The typeof proof of compliance awardeand its period of validityi.e. number ofyears).

Thissection describesthe surveillance activitiesccurringafter the initial assessment. The
purpose of surveillance i tmaintain assurance of compliance. It includes for instance felipw
audits, monitoring visits, etc.

Surveillance L . I L -,
Aspects covered in this section are th@meas for the initial application process. In addition, th
frequency ofsurveillance is mentioned as well aarficular factors that may trigger surveillance
activities.

Thissection describethe renewal procedurethat are launched when the period of validity of t

Renewal proof of complianceends Renewal procedures may be similar to the initial applicatiootpss. In

other cases, it can be a simplified procedure or a procedure focusing on particular criteria w|
the risks of norcompliance havéeen identified as potentially higher.

%' Note that this second set of factsheet is not fully sstiinding. Although basic infonation on the nature of the schemes is
briefly recalled, it is preferable to read first the corresponding descriptive factsheets.
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Name of the scheme

Transparencyz Availability of information
'T Ol PAOAOT 06 OA @hdidividubapplying(folonaAly of rieAdatérilyf to
the scheme.

This sectiorassessethe availability of public information for such operators. In particular, it
Requirements and | indicatesif the followingessential materiad arefreely accessible:

other information | A Standards/requirements/criteria of the scheme (against which compliance is verified)

for operators A Guidance documents to help imderstanding andnterpreting the requirements i case
principles and criteria o schemeareonly provided in general terms);

A When applicable, other important information such as the steps to enter the scheme, the
registered certifications bodies, etc.

AO O A O E £BdAaD drgafisht@hr@Oindividuathat undertakes conformity assessment or
surveillance activities.

Requirements and

) ) This sectiorassessethe availability of public information for such verifiers. In particuiar,
other information

indicatesif the following essential materialarefreely accessible:

il e e A Catification rules, including the rules for issuing the compliance certificate
A Requirements/criteria for the accreditation process
Registry of This partspecifieswhether a public list or database dértified/approvedcompanies andir

compliant products | products is available. In some cases, other information such as thstations/certificates
or organisations awardedor the evaluation or audit reports can also be accessible.

This part indicates whether public informatias available on complaints and dispute resolutior|
and on potential cases of frauds (e.g. misuse of labels), etc. In addition, the possible exister
complaint/fraud management systens mentioned here. Such system may include detailed
procedures foffiling a complaint, for its examination, etas well as reports on established case
of fraud, a list of infringers, a database of complaints (including elements such as the name
complainant, the company/product concerned, the nature of the congla the complaint
status, etc.).

Complaint and
fraud reporting

Traceability

This partdetailsthe requirements regarding tracedily management for operators. It addresse
questions such agire there specific requirements regarding the traceabiligégord keeping? Is
there a checklist of documents and records to keep? How long do operators have to keep th
Are there traceability requirements for the #@re chain of custody or only particulaperators?

When approprate, the traceability can necessitatinformation onthe product development, the
production conditions and related datshe chain of custody, the trade conditiortbe tools and

methods usedo make a certain clairte.g. for the calculation of the environmental impact of a
product),or anyother product characteristics

Record-keeping
requirements

When relevant, a specific focus on embedded/invisible aspects is made in this section.

Furthermore, potentiafrequirements regarding the traceability management related to the
verification process aralsomentioned in thissection (e.g. documents and records that the
certifiers must keep and other documentation management aspects within the certification
body).

This partgives examples dechniques employedo verify the complianceni the specific case of

L S embeddedindirect characteristics Without being exhaustive, it presents few representative

invisible . . e . : S -
- illustrationsof specific issues induced by the necessity to check invisible characteristics, and
characteristics . .
these issues are dealt with
Governarce

Thissectiondepicts theproceduresfollowed to develop theompliance systemWhen available,
the general features of theompliance system development are presentéaformation can

include:
Process for

developing the )
compliance system | A the development and validation process

A the parties involvedind their responsibilities
A the integration of a risk analysis approach

A the existenceof suchprocedures
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Name of the scheme

Process for Thissection depictghe procedurefor revising and updeng the compliance system.

updating the Further precisiosregarding thefactorstriggering a revision procesand the linkagewith the
compliance system | standardupdatecanbe mentioned.

This section gives information on the system of control of the verificatiodies(skill
assessment, control of the verification process, control of a sample of verifiers, &)
procedure that must be followed to become verifier is described. This may involve accredital
In this casethe aceeditation body and the relad accrediation standards are mentioned.

Control of verifiers

Cost of the compliance

This section describebe coststructures and pricing systems of the schemv@hen possiblethe costs are differentiated
between:

A Direct vs. indirect costs;
A Fixed vs. variable costs;
A Coss arising at different stages in a certification process

When information is available, the factors influencing the costs such as the number of site, the number of employ,
the turnover and other criteria are mentioned.

References

A Key sources of inforation and data
A Referencsof the documents mentioned in the factsheet

3.3 Cross analysis of the compliance systems

The compliancesystems of the schemes can be analysed through the followangnical features:
®  Design and structure of the requirememn$the scheme
B Verificationactivities
B Governarceof the compliance system

The following paragraphs preseithe variousalternativesidentified from the review.

3.3.1 How are the rules of the schemestructured?

3.3.1.1 Requirements for operators

As defined in sectio.], the purpose of any scheme is to address an issue considered releseause

of its associated rigk). A scheme may tackle issues such as quality or safety of products, sustainable
use ofresources or social rights. In order tdo so, thedevelopers of thescheme formalise a set of rules
that may be appliedo product and organisations. Puimply, the scheme needs to statdearlyits
requirements.

Although this basic principle is always valid, thera isue diversity of optims in practiceas presented
in the various cases hereaftefhe general organisation of the ruldepends on several factorsuch as
the scheméd geographical coveragehe type of issue addressethe regulatory framework(voluntary
or mandatory), etc.

b 1O “" Investigating options for different compliance systems for PEF and OEF declara| 41
by Deloitte.



Chapter 3 9 ldentification and review of relevant schemes

Case 1z Standalone document

In the GOTShere is a single standard document to be applied for any type of textilany area of the
world® Similarly, in the organisation orientedcheme Label LUCIE, there is a single evaluation
framework® on severcommitments and 28 principles for actiotisat can be applied to any company.

Case % General Principles and national versions

FSC and RSPO are international voluntary schemes oriented toward théfisgesues of sustainable

wood and sustainablgalm oil praluction, respectively ) 1T Al OE AAOAOh ET OAOT AC

# O E G%R'Aeiefbéen developed and are completed with national standards. Indeed, it is necessary to
adaptthe general principleso the regional or national level in order to reflectetldiverse conditionsf
timber oroil production encounteredh different pars of the world.

Case ¥ Generic standards and product standards

FLO International has developed generic standards for production according to the type of producer
(small produer organizations, hired labour, contract production) and for trade (trade standard).
Additional standards apply to particular producer types supplying particular prodigcisoa, coffee,

cane sugar, etc’y.

Case 4 No generic standard, productpecific rguirements only

In the case ofype | ecolabelssuch as the Blue Angel of Green Seal, there are no generic overarching
requirements presented in a single document. All requirements are classified by product categories and

AOA AAT T AA O" AGEREAx ADDEDHOEOADBAT 1 AAAT &£ O POT AC

O0' OAAT 3AAlI 30AT AAOA &I O DOI AOAO 86 ET OEA AAOA

Case ¥ Requirements written in law

For mandatory schemes, theequirements are written ifaw. An example of this is hEU Timber
Regulation No 995/20%8

3.3.1.2 Guidancefor operators

Requirements can be completed with norormative guidance documents. In general, suldtuments
provide clarification onspecific criteria/requirements of the scheme. The objective is to prevent a
inconsistent or incorrect interpretation of the requirements.

#nternational Working Group on Global Organic Textile Standard, 2G1dbal Organic Textile Standard (GOE&3)ersion
3.0

2 AAAT |, 5#) wh woxws 2i & OAT QEAAT GACAHARIOAOERD zwideh ADI ABADAD
28/03/2012

BEorest Stewardship Council A.C., 1996. FSC International Starxda®C principles and criteria for forest stewardshigf5G
STD-01-001 (version D)

34 RSPO, 2007. RSPO Principles and Criteria for Sustainable Palm Oil Production
% Faitrade International, 201 List of Fairtrade International Standards, November 2011

36(EU) No 995/2019Regulation the European Parliament antithe Council of 20 October 2010 laying down the obligations
of operators who place timber and timber products on the market
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Additional guidance can be providday the scheme ownem voluntary shemes such as FSC, MSC,
RSPO orfairtrade as well as in mandatory context see for instance EC guidance document for
EUTR.

In addition, certifiers can further explain to operators how theyrkv@and how they will assess
compliance withthe standards. FL&t %2 4 A O EI1 OOAT AAh [ AEAO bDOAI E/
# O E G%Avbiéh /e established to translatequirementsof the Fairtrade ®ndards and FLECERT
certification policies into verifiable control points that are evaluated during the certification process to
determine compliance with the Fairtradetandards. Non-conformity with a compliance riterion is
consideredas non-conformity with the repective standards requirement.

3.3.1.3 Guidanceand requirements fowerifiers

When thirdparty verifiers argequired inA OAE A1 A 8 Oreduireiménis Enél/br Auldance can be
developedfor them. Requirements for certificationbodies have been developed for instancethie
MSC, FSC an@OTS schemes.

The manual for the inplementation of the GOTE contains requirements and detailed specifications
for the application of the GOTS anidhplementation of the related quality assurancgstem for
certifiers. MSC? and FS& requirements for certification bodies are based on the 1ISO Guidé &e
objective is to ensure that certification bodies operate in a consistetiable,and credible manner

In some cases, certification bodies camvdlop procedures for verifying compliance but these
procedures aréntentionally not made publicly availableThis is the case for NF&GS labels

3.3.1.4 Whois involved in the development of theequirements?

Blue Angel and NF are produotiented schemes, wh particular requirementdor distinct product
categories. In these two schemes, any actor interested in entering the sclsamgropose a new set of
requirements for a product ¢agory that does not exisyet.

In a number of international schemgsuch & FSC, MSC, RSPO, GOTS, there are procedures for
standards development and revision that are based on identification and consultation of affected
stakeholders as well as possible public consultations.

An alternaive system that is noteworthy of mention that of the EU Renewable Energy Directive

(RED). TherREDestablishes sustainability criteria for biofuels. To prove compliance with the criteria,
stakeholdes T £ OEA AET £O0A1T OAAOI O AAT AAOGAT T B 011 01C¢C
recognised by tke EC.

¥"European Commission (n.d.). Guidance document for the EU timber regulation
*3ee for instance FLERT GmbH, 2013. Public Coraptie Criteria List Small Producers' Organisations

*nternational Working Group on Global Organic Textile Standard, 2011. Manual for the implementation of the Global
Organic Textile Standard Issue of 01 March 2011

“OForeg Stewardship Council A.C., 29@eneral requirements for FSC accredited certification bodies: application of ISO/IEC
Guide 65:1996 (E)

“Marine Stewardship Council, 2013. MSC Certification Requirengviggsion 1.3, 14 January 2013

“21SO/IEC Guide 65: 1996 (E) General requirementsoies operating product certification systems
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3.3.2 How areverification activities carried out?

® The level of risk associated with na@ompliance, for instance in quality/safety
schemes;

B The level of reassurance being sought to ensure the overadlikility of the scheme,
for instance in sustainabilityelated voluntary schemes

¥ The «isting constraints in terms of costs, resources, available techniques, etc.

The type of verificatiorperformed is the outcome of a balance between these various dspét some
cases, mandatory schemes can be implemented without any clearly defined verification system. This is
the case foithe French and UK corporate carbon reportiiurthermore, in some casegin particular

for schemes with @ontinuousimprovementapproachgz the intensity of verification can increase over
time along with more challenging requirements.

3.3.2.1 Parties involved

As mentioned in sectioR.2..h OAOEAZEAAOEI 1T AAOQOEOEOEAO AAT AA
individuals or organisations).

(@}
—_

First-party verification
First-party verification is possiblen some schemes, usually under certain conditions.

For instance, in the Japan Ecoleaf (Type 3 Environmental declaraticam)}company demonstrates a
certain level of performance of its internal management system (procedures for data
collection/processing, verification, and publication), then the company candotified to verify its own
data.

In the CE marking systenthe manufacturer is responsible for the CE magk attribution. The
manufacturer performs an initial verification to ensure the conformity ofpiteduct, tessthe products
andfor the quality system and draws up a techmcal document and declaration ofonformity.
Depending on the product category arit$ risks, the compliance system differs and a Notified Body
(third party) ould be required.

In the GHG Protocol StandarEl O DOT AOAOOh OEAOA EO A OANGEOAI AT
whether to choose firstor third-party assurers is left tde reporting company.
Third-party verification

Most of the reviewed schemes rely on thipaurty verification. However, the situationsbehind this
concept are varied.

B  The owner of the scheme is the certifie This is the case with the Green Seal Type
| ecdabel in which the certification division of Green Se& in charge of the
verification activities or with the European Social Lab@tSL)in whichthe ESL
Inditute awards the label.

® The owner of the scheme has created a separate entity for certificatioz The
Carbon Trust has a whollywned subsidiary called Carbon Trust Certification
Limited that carriesout the certification activities Another example cabe seen in
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the Fairtrade schemeni 2004, Fairtrade International split into two independent
organisations: FLO, which sets Fairtrade standards and provides producer support,
and FLOCERT, which inspects and certifies producer organisations and audits
traders.

B Verification activities are carried out byan independent registered certification
body 7 In this case, the scheme includes requirements for the certification bodies to
be eligible for certificationactivities under a given schemén general, a list of
authorised certification bodies is available for operatdigre are some examples:

O In the EUOrganic farming scheme, the competent authorities in each
Member State can degate verificationactivities to control bodies. These
control bodies must be accredited by a member of the European
cooperation for Accreditation (EA). Members of EA includeioral
accreditation bodies such as COFRAC in France or DAkks in Germany.

O In the FSC, MSC and RSPO schemes, only independent certification
bodies accredited by the ASI (Accreditation @ees International) can
awardcompliance certificates.

3.3.2.2 Scope of the asessment

Schemes tackling issues related to quality or safety (e.g. CE marking, NF, GS mark) tend to focus on the
product itself and its measurable technical characteristics. In such schemes, production processes can
also be verified as well as quality regement systems within the organisation.

On the other hand, schemes related to sustainability issues (e.g. use of natural resources, conditions of
production and trade) deal with characteristics that are mostly invisiblethe final product.
Consequently verificationactivities have to cover the entire value chain including the producers and
the traders.For that reason, sustainability schemes often include traceability requirements, so that
product manufacturers and retailers can make claims to conssnadrout the social or environmental
impacts associated with production.

3.3.2.3 Ex-ante and expost verification activities

Exante and expost verification activities are two distinct approaches that share the same objective of
ensuring the compliance of the pradt/organisation with the requirements of a given scheme. In
general, an appropriate level of assurance in the scheme is reached when these two approaches are
used incombination. However, there is a widgariety of situations across the schemes. Indeedclke
scheme has developed its own balance betweenragte and expost verificatiors with dedicated
verification procedures and instruments.

The Japanese ISO Typié environmental label Ecole&ias a thorough initial conformity check system
but once the lakl has beerawarded,there is apparently no follovup compliance check. Converseisy,
the Australian NGER scheme (mandatory GHG reporting for corporati@hk}emissionsdata canbe
communicated to the authorities without prior third-party verification. In this case the external
verification only relies omost-reporting audits that maybe initiated for any reason (but particular,
when the authorities have a suspicion of noompliancg.
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Between these two extreme cases number of schemeé.g. FSC, MS, RSPO, Fairtrade, Label
LUCIENBAOA 1T DPAOAOGAA OEOI 6CE A OAAOOGEAEAAOGEIT T AUAI Ao
begins with initial verification activities andif the requirements are met proof of compliancesuch as
a certificatewith a period of validitylusuallylimited to a fewyears is awarded After receiving this
proof of compliancesurveillance activitiesra performed oma regular basis (commofrequencies are
every year or every twgears). In generalsuch monitoring temls to focus on specific areas of the
requirements where riskof non-compliances or minor noccomplianceswere identified during the
initial verification. Finallya renewal procedurés launched. Thisccurstypically a few months before
the end of theperiod of validity of the label (for the specific product or organisatioDepending on the
scheme, renewal camvolve fullverificationsimilar to thefirst application or a simplified procedureln
another approachthe certificate awardedcanremainvalid indefinitely as is the case fahe GOTS and
EU organic farming schemek these caseshere isno needfor renewal activitiesHowever jf relevant
non-conformities are observed during surveillance activities, the certificate can be withdrawn.

Note that there is in general a stepwise approath certificate withdrawal. Time is given to the
organisation to implement corrective actions when rreonformities are observed. The certificate can
first be suspended before being eventually withdrawn, sucmabé RSPO scheme.

3.3.3 What is the governanceof the compliance system?

The issue of who has authority and decisimaking power has an effect on the overall management of
the scheme. Again, a variety of situatioman benoted, with two key factors having aimfluence on
governance: he type of owner and the redatory framework of the scheme.

In EU policies such as the EU organic farming label or the EUTR, the EU is the owner of the scheme and
in each Member State, a competent authority coordinates the appion of the Regulation and
implements its own compliance system #te national level. The final decision on the compliance or
non-compliance of arperatoris madeat the national level.

In international voluntary schemes such as FSC and MSC, an impataphasis is made on the
governance strature. It is essential for theredibility and transparencgf such schemethat the power
remains balanced between sectors, regions, and private and public interests. In linthigiidea, FSC
does not awardcompliance certificates. Only certifications bodies can assess compliance and decide
whether a certificate can be awaed. The certification activity market is open to any certification body
as long as it is accredited. The organisation that wants to be @mitifs freeto contact several
certification bodies to ask for quose Other schemesuch aghe Blue Angel or Fairtrade schergelso

have a multistakeholder approach in their governance harily with one body performing certification
activities (RAL ad FLOCERT respectively). In @abel LUCIE and RSPO the numbef possible
certification bodieds relatively limitedtwo and twelve, respectively).
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3.4 Synthesis of the key features of the compliance
systems

3.4.1 About the reliability of compliance systems

The concept of reliability (as defined in sectio2.1) of a compliance system is difficult to evaluate
quantitatively.A possibllA DD OT AAE x1 01 A AA OF AAZET A OEA OOAI E
of a compliance system dke ratio baween 1/ the number of products organisations which arguly
compliantand 2/ the total number of products asrganisationsclaimngto be compliantHowever, such
information is not accessiblan the vast majority of schemesince it woull require verification ofll

products placed on the market or on all sif@sthe case of an organisatiqn

In the vast majority of cases, only sample checks are carried out. The number of pnowven
compliancescan be recorded by verifieia order to poduce reliabilityrelated indicators such as the
Mon-conformity rated. Such rates are always based orpartial view ofproducts (e.g. samples)pr
organisations and might be considered a1 U A O OEA 1 OAOAI 1 OOAI EA/
impossible to assesdNevertheless, several reasons suggest that the sonformity indicator is not

sufficiert to address the broader issue of reliability:

B There can be various degrees of roonformity (e.g. minor or majyr) not necessarily
leading tofull non-complianceandexclusion of the operator from the scheme

E The rumber of observed an-conformities isinfluenced by other criteria such as the
type and frequencyof controls, thenumber of control points, the complexity and
stringency of the requirementsthe competenciesof the verifier, the level of
transparency regarding the public communication nbn-compliances, etc.For
example, a scheme witmo recorded cases of necompliance (i.e.0% of non
conformity) may have requirements that are topermissve and/or verification
activities that are too superficialAccording tocertification bodies it is somewhat
natural to observe somaon-conformitiessincethe operatorstend to get as close as
possible to the required limit in order wptimize their praluction systems andimit
their productioncosts®,

B Full (1009 conformity offers no room for improvementno possibility to see what

OEA OxAAE DI EIT OO0 1T &£ | DPAOAOI OO0 AOA8 4EOON

balanced way.
For the scheme owners, ogrators, consumers, etcwhat is at stake is the overall credibility and
reputation of the scheme. Reliability is one of the components of credibliyimately, the scheme
AAT AA AT 1 OEAA @ieA ithasia pov@d diféch dd theEMarldt, this to say that the
scheme has shown its efficien@s a marketchangingfactor leading, for instance, to an increase in the
number ofsafer or greener products on the markéh that perspectivereliability and credibility are
prerequisites to reach tBifinal objective.

“The requirements on the mechanical resistancelafstic bag can illustrate this aspect. Bag resistance increase when more
plastic is used, thus increasing production costs. Consequently, producersggt & close as possible to the resistance limit
and nonconformities are sometimes observed.
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3.4.2 Factors having an effect on reliability

Based on the study of the variosshemesandthe interviews withstakeholdersfactorsthat play a role
IT A AT i DI EAT A Anha@ be2qudntifiedOThesdacterdare BebcEb@dbelow. It must be
underlined that asingle factoron its owncannotmakea scheme reliable or unreliable. Instead, a given
factor plays a role in the overall reliabilitywhile interacting, influening and being influenced bgther
factors. Thus, thesefactors must be studiedtogether in orderto get aview onthe reliability of a
scheme

Reference / compliance with international verification standards

The fact that a given scheme explicitly refers to one or several standards of the ISO 1700Qsseries
section2.3for details on these standards) can be seen as an indication of its reliabditynstance, for

a number of schemes, certifications bodisach asCarbon Trust Certification Limitedr FLOCERT
indicate thattheir compliance with ISO 17065 (formerly ISO 65) has been verified by an accreditation
body.

Initial conformity assessment

Initial conformity assessments are carried out before placing the product on the marketintensity

of the verification activities contribwgsto the reliablity of the initial assessment, but at the same time,

the design of such activitiedepends on the purpose of the schemEor instancea scheme whose main

I AEAAOCEOA EO O1 ETEOEAOA A Al 1 OET Olindi@vetfitabod.i OAT AT O
The verification activitiesgenerally rely on weltlefined procedures thatanincludetests, inspections

(visual verification of process and systems, interviewsjjocumentaryaudits (e.g. on-site or offsite

verification of recordy etc. For example, theverification procedures to check whether acompany
respectschild labour requirementsan be the provision of documentatiduertificates,contracts,etc.),

on-site inspection, or employee interviews. Thecombined use of several mans contributes to the
effectivenessof the verification by providing a deepand more preciseinsight nto the compliance of

OEA POT AGAO 1O OEA 1 OCAT EOAOQCEIT O1 OEA payeshi A6O0 b
the supply chain maydnecessary to bring sufficient reassurance. For example, in the case of fair trade
certification, all stakeholders arsubjected to initial conformity assessmeint order to checkhat they

all complywith and benefit fromfair trade conditions.

Finally,in some schemes, a company progress plan must be developed and launchedcionteat of
the initial conformity assessment proceddence,the company seits own objectiveqin linewith the
schemerequiremens) against which itwill be evaluated duringsurveillance. This approacis very
positive and contributes tobetter reliability since it helps the compdes to be proactive and more
involvedin the scheme by taking into account theispecific progress curve.

Surveillance

The existence of surveillast tends to make the compliance systemore relidle asit provides
continued assurance of the compliancelhe frequency and thedepth of surveillance activities
compared to the initiaconformity assessmenturther influencethe reliability of the schemelIndeed,
schemesn whichsurveillance activitiearerenewed every year may be more relialgeall other things

**In this section, surveillance primarily refers to procedures that are part of the schathrex than market surveillance
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being equalz than those in which a new assessmentdarried out every fiveyears. Furthermore,
schemes in which therenewalprocedure isa ful verification, similarto or more demanding than the
initial assessmentnay be morereliablethan schemes where the renewal procedurdighter with for
instancesomedocumentary checks on a limited number of control points

Nonetheless, the surveillagcmeans needs to be reasable and justifiable in light of the level of
assurance being soughtindeed,beyond a certain pointany efforts to increase reliability can be
counterproductive. In other words, the right balance between surveillance and asseirsimould be
found. Fequent and demanding surveillance assessmeanh be very inconvenient for companies, in
terms of time and cost in particulawnhile there is, above a certain threshold, no evidence that more
intensive surveillance leads & correspoding improvement irthe reliability of the scheme.

Intervention of a verifier

Although different types of actors can undertake verification activitiisey mustin all casesbe
independent to avoid being the judge and the one being judgethe same time

Anindependentverifier can be an internal or an external verifiihe external verifier can be the owner
of the scheme, a second party othird party®. In the lattercase, the third party can be accréeti by
the owner of the schemer an independentaccreditation body. The intervention of andependent
external verifier guarantees the objectivity andmpartiality of the verification. It avoids verification
process biasfor examplein the case of employemterviews. Henceit reinforces the credibity of the
verificationprocedure The accreditation of the verifier proves that the verifier is competent to perform
the verification. The use of an accredited body alsontributes tothe reliability of the verification
process.

Validity of the proof ofcompliance

The proof of complianceg e.g. a label or a certificate can be valiceither for a predetermined period
(usually a few year®r for anunlimited period untilproof of noncompliance is observedrhe fact that
the labelcertificate has a @fined time of validity implies thagt least verification activities for the
renewaloccuron a regular basisThereforg it is as stronger guarantee @bntinued complianceover
time than an unlimited validity

Flexibility of the compliance system

The flexibility of the compliance systenmpliesthat standads and verification proceduresaninclude
possible adaptionsto take into accountthe capacity of the operatoin terms of human, time,
economical and technical resourceSriteriasuch as the type of gicture, the type of activity, the size
of the company or itcorporate structureas a group or as a staralone companycan be taken into
account. For operators having limited resources, flexibility can be exemplifielisnplification of the
certification procedure and/standards, a longer period to implement measures to be campvith the
standards or loweverification costs.

The advantage of flexibility is that it makes the initiatives/certification scheme madapted and
accessible to operatorsjn particular small companies or producemsith limited resources
Requirements that are well suited to the specific constraints of some operators will tend to have a

45 See sectior?.2.1for the definition of these terms.
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positive influence on the over reliability of the schem&he drawback beingthat it induces
heterogeneityand possibleabuses the requirements not being the same for all the operators, even for
the same type of product.

Transparencyof the scheme

Transparency iscrucial to ensure the credibility and trustworthiness of the scheme. It allows
stakeholders(companies involved, public authoritiesonsumers, etg.to form their own opinionabout

its validity andlegitimacy. In particularfransparencycan play an important role when companies are
considering whetherto join a scheme. Indeed, if achemeis highly transparentthe interested
companiescan evaluate by themselvebe principles of the standards, their capacity to complith

the standards, the costs they will have to bear well ashe potential benefits irjoining. Nevertheless
alow degreeof transparencyon some aspectsanbe a deliberate choice of the scheme owner, such as
for instance, not disclosing theetailed control pointscheckedduring inspections or auditén order to
use the certification as an element of differentia).

Traceability

Traceability is essential twack compliance along the supply chain. For instance in the case of products
such as food or woqdtraceability managemeh procedures will ensure that therare no more
compliant products being sold than tremountactually produced.

Managementof embedded/ndirect characteristics

Sinceinvisible characteristisarein generalmore challenging to verify, the wais aspect is dealt with

in a schemeis an important factor inits final reliability For invisitbe characteristics, verification
activities should be defined on a cabg-case basis depending on the specific aspect under
consideration.The nature andintensity of the verification affecs the reliability of the assessment. For
instance regardingchild labour, the provision of @aworn statementthat no children waok ina factory

will be less reliable thadocumentationon the identity of all employees, esite visis,and anonymous
interviews withworkers.

Consequenceof non-compliance and misuse

The consequences igaseof noncompliance and misuse depd on the purpose of the scheme, its

I OAOAT 1T OAOOE OO dnd whéri the Ad>cArtpliahce & dehi@iédO O

During initial asessment, norcompliance generally leads tehe implementation of corrective

measures. For somechemes, the proof of compliance can still be awarded provided ttet non
complianceis considereddi ET 1 068 4EA OAOEAZAEAO A Aflorredthte ®enOA A A
compliance.Minor noncompliances can beme O A Eifl tie§ are not correctedafter a certain

period.

After the initial assessment, theneasures taken in case of n@wompliance or misuse&an be the
implementation of correctivemeasires within a limited timeframethe strengthening ofverification,
the susgnsion or withdrawal of the labéif any) exclusion from the schem@y sanctions suchs fines

“6 Attitudes can range from verifications performed in an approach of support and leawithghe operator to regulatory
controls performed withanaim to remove from the market the worst performing producis & OEA OZOAAOEAAO0O0G6 8
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and prosecutions. Measures having strong implicationtermsof cods and imagefor the operator can
be considereds having a positive effect on theliahility because ofheir stronger dissuasive power.

Governanceof the scheme

Governance must be impatrtial, taking into account all the relevant stakeholders during the elaboration
of the standards andhe verification procedure and avoiding conflict of inest. Cases of conflict of
interest to be avoided can be spécally listed in the standard. In addition, management rules can be
established forsuch casesThese aspectare important to ensure the reliabilityeputation and overall
credibility of the £heme Balanced governance can further be strengthened by setting gpvarnance
committee composed ofstakeholders representing differeninterests and by carrying yblic
consultatiorson certain topics of relevance to citizens.

Proper governancemechansms alsacontribute tothe durability of the schemeThe standards have to
be and stayin line withthe overall goabf the initiative, by performing evaluation reports and updating
the standards and mcedure when necessanA welldefined, wellestablisked, and weHbalanced
governance will have a positive effect on the reliability of the scheme.

Recognition of thescheme

Aspects such ashe number of members the numbers of years of existence of the scheme, the
composition of the governance committeeand the transparency of the schemare criteria that
influence theschem&® O E i ACA 8 théytadidflitiedck thekeleldh participation irthe scheme
and itsrecognition and perceived reliabilityCritidism from NGOsor other stakeholders as regards
scheme operations have the potential to undermine its credibility and perceived reliability.

343 3UI OEAOEO 1T £ OEA Al i BI EAT AA 0OUO
The features of the schemes have been analysed based on the criteria presented in the previous
section. Considerig the wide diversity oschemes a qualitative analysis was performed. The results of
this analysis are presented Trable4. The evaluation depicts our perception of the performance of each

scheme, on each criterion, keeping inmd its global characteristics. In order to give some indications
on howthe scores were attributedTable 5 presents examples of justifications for low and high scores.
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Table4: Synthesis of the compliand OUOOAI 66 EAU AAAOOOAO

Surveillance
Validity of the
compliance
Flexibility
Transparency
Traceability
invisible
characteristics
Consequences of
non-compliance
and misuse
Governance
Recognition

>
£ o
c
Eg
S E
c 0
o9
o @
5 8
[
= ©
£

Intervention of a
verifier
Management of

Australian National Greenhouse and Energy Reporting _ _ _ 4+ +- + + o o + +
(NGER)
Blue Angel (Blaue Engel) - -- +++ + ++ -- - + n/a ++ ++
CE marking + = - - ++ + + - ++ + +
EU Organic farming label ++ ++ ++ -- +/- ++ + ++ ++ - ++
Forest Stewardship Council (FSC) ++ ++ + ++ + ++ ++ ++ + ++ ++
GHG Protocok O# 1 OPi OAOASd AT A O#i
i 3A1 DA QQé | AAI O1GETG ATA T n/a + na  nia + n/a + n/a ++ +
GHG Protocok Product Life Cycle Accounting and
Feaing St + n/a + n/a n/a + n/a + n/a e +
Global Organic Textile Standard (GOTS) ety ++ ++ -- +/- ety + Sty Sty Sty +
GS Mark + 1 1 T -- +/- ++ + + T ++
International Faitrade Certification Mark -+t + ++ ++ ++ -+t -+ ++ + ++ -t
Label LUCIE + + + ++ - - + - =
NF MarkNF service ++ P ++ P P - + + + - +
Renewable Energy Directive (REX)Sustainability criteria
for biofuels in Directive 2009/28/EC + + i - A & - - ++ ++ +
Roundtable on Sustainable Palm Oil (RSPO) ++ ++ ++ it it + + ++ + - -
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Table 5: Scores justifications

International

L Certified compliance with one or several standards of the ISO 17000 series No mention of any internationaterification standard
verification standards

The initial @sessment includes documentary chetésting The initial assessment includes

Initial conformi S ) - .
y when relevant, audit, interviews, et@heinitial assessmen documentary checls. It can requiran

The initial assessment is only based or . i
There is no initial assessment

assessment also applies tdhe supply chain. audit but the audits not mandatory G
. Surveillance is undertakegvery year with a complete Surveillance is undertakegvery year with There aresurveillance actiiies only in . . .
Surveillance S S o oy There is no surveillance activity
analysis (similar to initial assessment). a simplified procedure case of suspicion.
Intervention of a . o . External verifier requied but not . . No requirement for a systematic
o External and accredited verifier required. - . Internal verifier required. . . o
verifier necessarily accredited. intervention of a verifier
Validity of the proof of i i i imi i i i i . . . ) . S
ty p The proof of compliance is valid for a limited and short ti 'I_'ht_e proof of cmpll_ance is valid for a The proof of compliance is valid unticase ofion-compliance is identified
compliance (e.g. one year) limited, but longertime (e.g. 3 to 5 years
The standards are adapted to the type of products, the t
of operators using the scheme (stharoducers, traders,
Flexibility etc.), the operatoshave a period teemedy instances of Several elements ariexible. The standards, the cost, the verification proceduriee ttonsequences in case of

non-compliance. Tle verification procedure and itosts non-compliance are similar for every operator.
are adapted to theytpe of operators and their means (in

terms of human or economic resources)

The standards, the verification guide and requirements

Transparency information oncomplaints and their resolutiorthe coss,  This information is partly available. This information is not easily available.
the cases ofmisuse are available and highly transparent.

There is aonsiderable effort regarding traability, records
are kept for a defined time (more than 5 years), a contro
system for the verification o€ompliance ad traceability is
implemented alonghe supply chain.

There is an irdepth verification of embeded/invisible
impacts the verification includesn-site inspection of
supplier sitsand interviews of stakeholders.

Misuse can lead to sanctissuch as fines or prosecutions
The operator has to correct the neeompliance in a
determined time frame.

The documentation is not publicly
available.

Fewer efforts are requiredrhe operator
has to keep records but no other specifi
effort is made.

The managment of traceability is insufficient withof instance little or no record

Traceability keeping requirements.

Management of
invisible characteristics

The operator has to provide

documentation (contracts, invoices). The operator onhhas to provide an attestation.

Consequences of non
compliance and misuse

Similar approach but in which fines or

. . ) There is no consequence.
sanctions are less dissuasive.

The scheme isverseenby an

organisation close to private interests,

with no public consultation; or by a groi The scheme is developed and manage:
of two companies; beach MS by a private company with only corpora
establishes its own verification procgs stakeholders.

or a company can create the standards

for its sector.

The scheme is handled Ipyblic
authorities or international institutions.
Public consultation is carrieaut when
updatingrequirements. fie sheme is
handled by a private instituion verified by
a third organisation

The scheme is developed and implementedebsnulti-
Governance stakeholder organisation with various interesepresented
(e.g.NGOs, companies, associations, ej}c.

The label is internationally known and recognised to be The label is kown at leastt national . The label is known but its credibility is
The label is not known

Recognition reliable and credible. level and known to be consistent. highly questioned.
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3.4.4 Quantitative information related to the reliability of the

compliancesystems

This section aimsto provide quantitative information related to the reliability of the existing
compliance systemsMultiple factors have an effect on reliabilitfsee section3.4.2 and it is not
possible in practice tcevaluate reliability based on argile OOA T E A A Enbi¢a®risinc® H® A o
information necessary to build this indicator is not accessible (see segtbf).

In order to overcome this methodologitdimitation, alternative pieces of informationwere sought
Scheme owners and certification bodies were contacted for that purptisappeared that a topic of
interest for them is to understand the difficulties operatorsneounter to incorporate scheme
requirements in their busineséwvailable statistics on thiaspect fall imo two maincategories

B Statistics related to certification success rate;
B Statistics related to the nature and number of complaints.

It was considered that such statistics can provide an indirect view on reliability aspletsntitiesthat
provided the information presented in this section are presentetiable6.

Table 6 Metadata on information provided

information scope

AT Conformity rates: percentage of audited compani
Fair Trade (certification L y -P 9 P Global 2012
Claims: occurrences
body)
Information for four types of certification: products
services, systems and persons Average data
NF AFNOR Conformity rates and claims: number of France ergear
occurrences fotens of thousands of audited pery
companies
Conformity rates: occurrences f nesonformity per Indonesia, Malaysia 20082012 and
RSPO RSPO OOAT AAOABO POEIT AEDPI A and other country
S . 2012
Claims: occurrences from Southern Asia
MSC MSC Coqformlty rates: percentage of audited compani Global 20082012
Claims: occurrences
Organic L . . .
farming A certification COI’_IfOI’I.TlI'[y rates: occurrences of neronformity One EU country 2012
body Claims: occurrences
label
GOTS A certification  Conformityrates: percentage of audited companie One EU country 2012

body Claims: occurrences

It should be noted thatvhile in general verifiers have quantitative records regarding the outcomes of
verifications they have performed (e.g. number and types of Hgonformities, certification success

rate, etc.) such information is not necessarily consolidated across the verifiers and made available to
the scheme owner. For instance, FSC France indicated that this information is held by auditors. This
explains why the numheof entities that provided information is relatively limited and why some
entities are verification bodies and not scheme owners.

Althoughthe data provideddo not give a definitive answer to the questiégh( T x OAT EAAILLA EO
they provide statistcs onobserved or alleged nenonformities in welknown and weHestablished
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schemeswhose reliability is perceived to be relatively satisfactofyerefore, such statistics can give
some indications of what can bexpected for the dvelopment of a compdince system for PEF/OEF
aiming at having a similar perceived reliability as FSC, Organic farming, etc.

The information gathered for the present studly reportedin the following paragraphsThere are some
data gaps inrable7and Table8 since the type of information available differs across schemes.

Certification success rate

It appears that, among the schemes that provided statistics this aspect, initial assessment and
survellance procedures mostlyesultin the awardingor renewal of the certificate Indeed, very few
companies fail to get or keep thewertification: from less than 1% for the four NF certifications,
Organic farming, GOTS, MS@nd RSPO to 1.9% for Fdmade. Failures occurmostly during
surveillance. The reasonsfor de-certification include deadlines missed, no corrective measures
provided, correctivemeasure not(correctly) implemented and objective evidence that corrective
measures correctly implementedere not sufficient

Although observed success rates are highpgnof the operatorsundergoinga certification process
have to provide corrective measureBhis is the case fanore than 80% of the verified companies. The
sharebetweenminor and majorcorrective measures varies awrding the schemeslt seems thatthe
share of major norconformities is higfor MSC and organic farming whileglopposite is the casier
other schemes.This observation is most likelgue to strong differences between the schemes on
aspects such as thaature of the requirenents, the type of verificatioractivities,how minor and major
non-conformities are defined, etc.

For NF certifications, the rate of certification success without or with demand for the provision of minor
or major corrective measuregs not measured. The auditors believe that they do not need this
information since all demands finally result in theardingof the attestation.

bio “" Investigating options for different complia
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Table 7: Certification success rate
Source: seelable6

farming

Certification success rate without demand 16% 1096° 5%
for the provision of carective measures
(certificate awarded immediately)

Certification successrate with demand for 39% n/a 90%" n/a* 20%
the provision of corrective measures

Rate of demand for the provision of major 45% n/a 1% 37%° 75%
corrective measures

Rate of norawarding of certificate or 1.9% <1 °/00 ~0* 0,5%"° 1%
withdrawal of certificate due to the lack of
provision of corrective measures

Availableinformation for RSPQloesnot match the format ofTable7but it is worth presentingA 2013

study®® looked at all of the norconformites AT A OT AOAOOAOGET T for 1miadits Ei DOT O
performed between 200&nd 2012. Thewudits were analysedcross the 8 RSPO principles from the

global RSPO standard and not by companiesAcross all of the audits there were819 non

conformities and observatins of which 394 were major naonformities, 674 were minor nen
conformities and 751 were observations.

A certificate of compliancevith the RSPO Criteria cannot be issued while any major-camformities
are outstanding. Major noronformities raised during surveillance assessmentssinbe addressed
within 60 daysor the certificate will be suspended. Major naonformities not addressed within a
further 60 days result in the certificate being withdrawn. Minor rasnformitiesare raised to major if
they are not addressed by the foWing surveillance assessment.

“"Data from 2012

“8 Average data per year for several tens of thousands

4950 fisheries certified in 2012013 (source: Marine Stewardship Council Annual Report 2012/13)
50Average data fron2008to 2012 (15% in 2012)

*L Average data fron2008to 2012 (85% in 2012)

*2 Other information available about 2000 minor norconformities observed in 2012 for a totaimber of operators-20000
which are submitted to annual audits. Several poonformities can be observed for the same operator.

53Approximate value. Information available: about80 norconformities observed in 2012 leading to pending certification
*Two occurences in 2012

55Approximate value based on the number certificates withdrawn or suspended in 200Q)(and the number afperators
(~20000) which are submitted to annual audits

*®Global Sustainability Associates, 2013. Analysis of RSPO certification and surveillance audit reports across Indonesia,
Malaysia and the Rest of the World.
Available at: http://www.nbpol.com.pg/wgzontent/uploads/downloads/2013/08/RSP&udit-Report_altv7B.pdf.

*’RSPO, 2007. RSPO Principles and Criteria for Sustainable Palm Oil Production
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Complants

Various types of complaintén the broadest sense of th@ord) can be encounteredTerms employed
vary acrosschemes and situations. For instance, there can be:

B Reclamationsfrom the certified company relating to the manner in whithe
certification body provides its services;

B Appealsor objections which refers to disagreementwith the certification process
decision(from the company being verified or any other actor);

B Allegations, which relates t@omplaints made by any party (e.gNGGQs, workers,
consumers, etc.) against a certified operator which is considered to be violating the
rules of the schemes.

All available statisticen complaints are presented in the table below.

Table 8: Number of complaints

Farming

Number of received complaints 2to 25 1197

Number of accepted complaints 29 21025 40 26 n.a. n.a
Number of complaints that led to a demand Up to 25 o _
for the provision of corrective measures n-a. (100%3* 40 £ (E75) n-a. 0
Number of complaints that led to the -0 na. 0FS 1 na. -0

withdrawal of the certificate

In a number okchemes once a complaint procedurés initiated, its admissibility isnvestigated For
Fairtrade, RSPO and MSCone than two thids of thecomplaintsare deemed acceptable. Eventually,
certification withdrawal after acomplaint seems to be rare but is possible in thefanyall certification

*®Data from 2012 focomplaints (in the sense of Fairtradepppeals + allegations.
% Average Data.

® Data comgpaint cases from 2009 t8013 TheRSPCcomplaints system can be used by all stakeholders, both RSPO
members as well as nemembersincluding affected communitiesyorkers, other interested parties etéor instance, the
complaint system is used by NGOsraport on alleged violations of RSPO principles by RSPO members.

' Data presented here are for objections since the creation of the scheme (4 objections inT284.8pjections process is

open to the client for the fishery or any parties that were presly involved in the fishery assessment process. The process is
also available to any parties who feel that they were prevented from participating in the assessment pinagszeral,
objections procedures are used by stakeholders, such as NGOs, tharekswith certification decisions (i.e. certificate given

to an unsustainable fishery). See for instanCéristian, Cet al.(2013). A review of formal objections to Marine Stewardship
Council fisheries certifications. Biological Conservation, 1641710

%2 Data for 2012. Reclamations received from operators &0 000 operators)
®Data for 2012. Complaints received from operators 00 operators). Complaintsot linked to certificationdecision.

% Not measured for products, services and persongifieation but systematic demand for the provision of corrective
measures for systems certification

% From 2009 to 2013wo memberswereterminated due to complaintand one member left RSPO due to complaint.
However, there was no case of certificationthdrawal.
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systemspresented inTable8. The possibility of reconsideringdecision is an important key to preserve
the credibility of the systems.

Focus on Fairtrade

Regarding feedback received on the Fairtrade compliance system,-GERT has a specific
classification that distinguishes

B Complaintsz Complaints relate to the maner in which FLECERT provides services,
including (but not limited to) failure to respond to certification relevant
correspondence wihin a reasonable amount of timey unprofessional behaviour by
a FLOCERT staff person or auditor.

H  Allegationz An alkegation is a statement by a third party against an operator holding
a Fairtraak certificate claiming that theoperator is norcompliant with applicable
Fairtrade Standards.An allegation can be filed by any party, including a Fairtrade
operator, an NGO, &bour union, a worker or a member of the public.

® Appealsz These are appeals against decisions taken by -EIERT to deny an
application, not to certify an applicant, suspend a certificate or to decertify an
operator. Appeals against certification decis® are decided by the Appeals
Committee.

In 2012, 12 complaints, 12 appeals and [Bgations were submitted to FLE&ERT. Four out of 12
appeals were granted in 2012 leading to a change in the certification decision, 29 out of 37 allegations
were acknowldged by FLOGCERT and investigatedAll comgaints were investigated and deto a
number of corrective measures internally, on the trainiofjauditors or other measures. No cases
directly led to thewithdrawal of a certificate.

Conclusions

As regards ertification success ratdt appears that a high success rate is commonly observed. This can
be explained by theattitude adopted by the scheme ownerand verifiers towards operators:
verification controls can be performed the spirit of learningand conthuousimprovement, aimingat
improvingoperatorpracticesandgivingtime to take into account observations made by verifiers.

As regards complaints, it appears that -dertification due to a complaint remainsare. Complaints
proceduresinitiated by third parties appeato have relatively limited overall impadn decertification
AOO OEAU AOA AOOAT OEAI &£ O OEA OAEAI A6O AOAAEAEIE
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Chapter 4. Relevant WTO rules for compliance

systems

In this section an analysis of the international trade rules dhéir relevance for PEF/OEF
compliance systems is performed. This analysis includes a presentation of the main WTO legal rules
of relevance for the schemes listed Trable 1 and their related compliance systesn & well as a
discussion on the applicability of such WTO rules to these schemes and to future possible EU policies
relating to PEF/OEF methodologies and declarations.

In this context, it is worth recalling the definition of a compliance system presenteddtion2.1
O! Al i Pl EATAA OUOOAT AAT AA OAAT AOG A OAO 1T &£ i1 AA
scheme to users or other target individuals or organisations.

I AT 1T DI EAT AA OUOOAI EOAABHEICEAAS ODOIOAOAEEUYU OAAOE A

conforming to a specified rule, such as a standard or a law. It helps to ensure that the object delivers

on its promises. This involves carrying out verifications activities based on methods, procedures, and

01110 ET 1T OAAO O DPOI OEAA OAAOOOOAT AA OEAO OEA 0O/
As also described in secti@l, a compliance system relies on particular means to demonstrate that
requirements are fulfiled. These mearmre (initial) conformity assessment and surveillance
(including market surveillance).

WTO rules obviously apply to the PEF/OEF schemes in their entirety, in principle. However, what is
investigated here isnot the WTO compatibility of the underlying PEREB methodological
requirements as such. The focus is on WTO rules of relevance specifically for compliance systems,
even though both aspects cannot always be completely separated from each other for purposes of a
legal analysis.

Before starting the legaénalysis, it should be clarified to which characteristics of a product or an
organisation the rules for which compliance is assessed through the compliance system relate.

B As mentioned in section2.l, a PEF does not solely redatto physical
characteristics of the final product assessed (e.g. bill of materials, electricity
AT 100i DPOEIT AOOEI ¢ OOA PEAOAQh AOO Al O ¢
impacts related for instance to the production processes (e.g. CO2 emissions
coming from fossil energy use during manufacturing, lande in the production
of agricultural products) or the endf-life (e.g. emissions to the air or the soil in

landfills).

®  Similarly, an OEF is a multriteria measure of the environmental performance
assodated with the activities (product/service provision) of an organisation, from
a life cycle perspective. This includes direct activities and impacts (impacts from
sources that are owned and/or operated by the Organisation, i.e. fromlsitel
activities) and indirectly attributable ystreanidownstream activities. The
indirect impacts of upstream/downstream activities include the use of materials,
energy and emissions associated with goods/services sourced from
upstream/occurring downstream of the organigatal boundary (e.goroduction

b|0 “" Investigating options for different compliance systems for PEF and OEF declara| 59
by Deloitte.



Chapter 4 9 Relevant WTO rules for compliance systems

of purchased electricity, production of purchased materials, -@fidife treatment
of goods/services provided).

This section is structured as follows: In the first part (sectidh, relevant déinitions contained in

WTO law and the applicability of WTO law to PEF/OEF schemes will be described. This is followed
by presentation of the most relevant rules of the two important agreements, the Agreement on
Technical Barriers to Trade (TBT Agreemefs®ction4.2) and the General Agreement on Tariffs

and Trade (GATT) (sectiohd. In an additional section, the different policy options that the EU
could pursue in the area of PEF/OEF as ideuwtifie the Impact Assessment carried out by the
European Commission and their relevance under WTO law are discussed in broad terms (section
4.4). Finally, conclusions are presented.

4.1 WTO definitions and applicable law

4.1.1 Compliance ystems and conformity assessmentg a note
on WTO terminology and the terminology used in this
study

Before starting the actual legal analysis, it is useful to clarify how the terminology used in the

present study is related to the terminology of WTO laWTO law does not contain the term

OAT I Pl EAT AA OUOOAI 68 (1 xAOGAORh OEA 1 COAATATO 11 -
OAOEI OO AOOEAI AOG OAI AOGET ¢ OF ATT &£ Ol EOU AOOAOOI .
defined in Annex 1.3 TBT Agreement as

QAny procedure used, directly or indirectly, to determine that relevant requirements in technical
OACOI AGETTO 1T O OOAT AAOAO AOA &EO01 EEI1 1 AA8OG
Oo#1 1 £l Ol EOU AOOAOOI AT O pOI AAAOOAOG ET Al OAAR ET OGAO A
inspection; evaluation, xiéication and assurance of conformity; registration, accreditation and
APpPOil OAI AO xAi1 AO OEAEO AT i AET AOEI T 086
This definition does not explicitly say whether a conformity assessment would take place before the
placing of a product on the market or afteand whether it would include continued market
surveillance activities.

4.1.2 Scope of WTO law

WTO law, like all international law, is primarily directed at states. Conversely, WTO law is not
addressed at private actors, either individuals or legal persons, does not contain any direct
obligations for them. Thus, any private scheme laying down requirements for products or
organisation, but not linked to mandatory legal rules is not subject to any specific WTO
obligations this applies by extension to compliae systems that are part of such schemes. WTO

®«EI 1T %8 (1 AAOR O0O0AI EA AT A 0GBOOAOAT DBAT ADEA DedABER OAAIAA ) 3 AEEA
Electronic Journal of Agricultural and Development Econbinins. 1 (2010): 148,
http://ideas.repec.org/a/ags/ejadef/90586.htmIRobert Wolfe, Shane Baddeley, and Peter Chdirgde Policy
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Members only have some obligations to take certain reasonable measures with the aim of ensuring
that (nhon-mandatory) standards by negovernment bodies fulfil certain of the requirements of the
TBT Agreement.

Examples of purely private, nemandatory productrelated schemes reviewed i@hapter 3and

Annex 2and outside of the scope of WTO law are, among otltiee, Productcarbon footprint of the

Carbon Trust, the Product Life Cycle Accounting and Reporting Standard of the GHG Protocol, the
Fair Trade Label, the NF and GS marks, the Blue Angel, the FSC and MSC labels, the Green Seal.
Examples of organisaticoriented, privde, nonrmandatory schemes are the Corporate carbon
footprint of the Carbon Trust, the Corporate Accounting aRéporting Standard of the GHG
Protocol, the LUCIEabel. Such schemes are not covered by WTO law.

Concerning organisatiomriented schemes, it sfuld further be noted that WTO law is trade law, i.e.

it only governg broadly conceived trade related matters. Thus, legal rules on the existence or way

of measuring and verifying a declaration related to an organisaticiented scheme (e.g. OEF, or
corporate GHG reporting scheme, or RSE label such as LUCIE), in the framework of measures
adopted by the EU only have any legal implications under WTO law if the measures also cover trade
related aspects. This would be the case, for example, if only orgaois disclosing their OEF

profile (i.e. the results of an OEF study) were allowed to make investments in the EU or import
certain products into the EU. However, so far no such rules exist in EU law for OEF. The focus in the
following sectiord4.1.3as well as in sectiors2and4.3will consequently be on PEF

4.1.3 Relevant WTO agreements

The WTO legal order consists of a considerable number individual agreements thdt aneler the
WTO roof. The most relevant for the disclosure and communication offafles (and hence for
the present context) are the followirig

B TheAgreement on Technical Barriers to Trad€éTBT) regulates the preparation,
adoption, and application ofmandatory) technical regulations and (voluntary)
standards.

B The Agreement on Sanitary and Phytosanitary MeasureqSPS) is in many
OAOPAAOO OEIEI AO O1 OEA 4"4n EO OAI AGAON
phytosanitary measures which may,redctly or indirectly, affect international
OOAAAG8 3AT EOAOU AT A PEUOI OAT EOAOU 1 AAOOGO
SPS, measures aimed at the protection of human, animal or plant life or health.

B The General Agreement on Tariffs and TradgGATT) eals with measures
having an impact on the transboundary trade in goods.

Generally, more than one of these agreements may be of relevance to a specific measure; in fact,
their scope of application is not mutually exclusive. The Note to Annex 1A to the Mgf€ment
stipulates that the TBT Agreement and the SPS Agreements shall prevail over GATT in the case of a
conflict between either of them and the GATT. However, it is difficult to identify an explicit conflict

Implications of Carbon Labels on F&BRN Scholarly Paper (Rochester, NY: SocienSe Research Network, February
28, 2012), 76, http://papers.ssrn.com/abstract=2014789.

®"see for example Wolfe, Baddeley, and Chehgde Policy Implications of Cartiaabels on Food1ff.
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between these agreements; rather they coubg seen as complementary. In the absence of such
conflict, the WTO case law so far indicates that both the TBT and GATT are applicable to a given
measure, and the same would apply to SPS and GATT. However, as shown below, the TBT
Agreement is the more spéa agreement when it comes to compliance systems. A WTO dispute
settlement body would therefore probably assess related measures first under the TBT and only
after this under the GAT®f. However, this does not mean that only the TBT is applicable.

By contast, the TBT and the SPS Agreement do not apply to the same measure; the SPS is the
more specific agreement in that whatever standard or regulation is adoptitd &view to sanitary
or phytosanitary purposes will be assessed under the SPS AgreementantdenTBT Agreement.

As the present study is concerned with conformity assessments of statements on the environmental
performance of products (and organisations) and not measures taken for health objectives, we will,
in the following, discuss the TBT Agment and the GATT.

4.2 Agreement on Technical Barriers to Trade (TBT)

4.2.1 Basic structure

The TBT applies to technical regulations and standards. Both terms are defined in the agreement.
According to Annex 1.1 TBT, a technical regulation is a

nf Ayl AOIi AaysGlown prEdidE chéaracteristics or their related processes and production
methods, including the applicable administrative provisions, with which compliance is mandatory. It
may also include or deal exclusively with terminology, symbols, packaginggneatélrelling
OANOEOAI AT 6O AO OEAU ApPiU O A DPOT AOGAOh DPOI ARAGO 10
According to Annex 1.2 TBT, a standard is a
Or AYi AOI AT O ApDOi OAA AU A OAAI CI EOAA Al Auh OEAO pOI
guidelines or characteristiay foroducts or related processes and production methods, with which
compliance is not mandatory. It may also include or deal exclusively with terminology, symbols,
packaging, marking or labelling requirements as they apply to a product, process oomproducti
i AOET A6 8
The difference between both definitions is the mandatory character of the respective document.
Technical regulations are mandatory, standards are not.

The different categories of schemes and their basic categorisation under WTO law are dvatant
the following table:

68 See Koebele, inWolfrum, Rudiger/PeteiTobias Stoll/Anja Seibert Fohr, WTO: technical barriers and SPS measures,
Martinus Nijhoff Publishers, 200p, 183.
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Table9: Status of PEF/OEules under WTO law

#1 OAOAA A Ustaiddardd 1EAx hOE #1 OAOAA A Uechinidl redulAtivrid

Public®® .
of the TBT Agreement in the sense of the BT Agreement

Not applicable as private actors cannot set al

Private Not covered by WTO law
mandatory rules

Hence, a document adopted by the competent bodies of the EU, setting forth e.g. which
requirements a certain product needs to fulfil to bear ataier label on its environmental footprint

or what methodology would have to be used for this end wogldepending on its voluntary or
mandatory natureg be either a technical regulation or a standard.

However, it has been observed that the distinction Wween voluntary and mandatory in the TBT
Agreement is rather uncle&t With regard to the voluntary/mandatory distinction, the following
different types of schemes can be distinguished:

B Type 1:A (public) scheme that business actors can use, but whosesuseti
mandatory, which merely assists them and which confers no legally regulated
benefits whatsoever.

B Type 2 A (public) scheme that introduces no binding requirements for everyone,
but requires business to comply with specific requirements if they warahitain
a certain benefit, e.g. being able to use a certain label or display certain
environmental information.

B Type 3 Binding legislation that obliges business actors to comply with certain
mandatory requirements, for example that every product has tspthy certain
information related to its environmental performance in order to be marketed
within the EU.

4UPA X T AAOGOOAO AOA Al AAOI U O11 061 6A0OU ET 1T AO0OC
TBT, provided that the other requirements for a stird in Annex 1, para. 2 TBT are also fulfilled.
4UPA Q T AAOOOAOG AOAR ET OO0OT h AlI AAOI U 1 AT AAOI
terminology. The categorisation of Type 2 measures is more difficult.

In the relatively recentUnited Stateg Measures Concerning the Importation, Marketing and Sale of
Tuna and Tuna Produatase, the Appellate Bodyi £ OEA 74/ EAA OI1-0 AABME ASA3 |
labelling schem& 4 01T A Ei Bbil OOA0OO AT 61 A OOA OEA 1 AAAT O,
were set out in a US regulatory, legislative act, but were not required to do so as a precondition for

¥500A1 EA6 EAOA 1 AAT O AAT DOAA dminents, I@2® dubditied, tebttaiGtartardisindh | OAET C
bodies.
\Wolfe, Robert, Shane Baddeley, and Peter Chefrgde Policy Implications of Carbon Labels on E&RIN Scholarly

Paper. Rochester, NY: Social Science Research Network, February 28h2p¥hapers.ssrn.com/abstract=201478p.
72

""The WTO has a twinstance dispute settlement system. The Appellate Body is the revision instance. For more
information, seehttp://www.wto.org/english/thew_e/whatis_e/tif_e/displ_e.htm

United States> Measures Concerning the Importation, Marketing and Sale of Tuna and Tumu&s) WT/DS381/AB/R
(Appellate Body 201 2ttp://www.wto.org/english/tratop_e/dispu_e/cases_e/ds381_e.htm
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exporting their tuna to the US. However, they were forbidden from making any claims related to the

well-being of dolphins on their tuna products other thaising the label. Hence, as the Appellate

"T AU AT 1Al 6GAAAR OEA 53 OAcOI AGEI1T OAOOAAI EOEAO A
£l O T AEET C AT U OOAOCAI AT O xEOE -OABAALD 10/ InDEIAA ADD I
OEA 51 EOA MoredverAtieAn@asure at issue also contained surveillance mechanisms to

ensure compliance with its norms. These features led the Appellate Body to conclude that the

i AAOOOA AO EOOOA xAO ETAAAA 1 AT AAOT ouh AT A EATA
Agreement®. Concerning PERhis implies that at least such regulatory measures that do not force

economic operators to disclose and communicate a fpEdfile (i.e. the results of a PEF study) of

their products in a certain way, but only allow them to makdd OOAET Al AEi 6 OAl AGAA O
environmental footprint if they use the EU PEF scheme (including its compliance system), would

have to be considered a technical regulation under the TBT Agreement.

In the following, the rules applying to (mandaig technical regulations and (nemandatory)
standards are described in turn.

4.2.2 Rules applicable to technical regulations

The following rules of the TBT Agreement apply specifically to technical regulations.

Art. 2 TBT contains obligations directed at WTCemdbers concerning the adoption of technical
regulations.

4.2.2.1 Technical Barriersto Tradg! 008 WwW8X |11 OI EEA6 DPOT A

The first one is that imported like products be treated no less favourably than domestic products
(Art. 2.1 TBT). Speaking less technicallyhe article stipulates that there must be no discrimination
AAOxAAT AT i1 AOGOEA AT A &I OAECT 0OOPDPI EAOO8 7EAOEAO O
routinely determined by four criteria in WTO dispute settlemént

B Physical properties of the poucts;

H  Extent to which the products are capable of serving the same or similauses;

B Extent to which consumers perceive and treat the products as alternative means
of performing particular functions in order to satisfy a particular want or demand;
and

¥ International classification of the products for tariff purposes.

In addition to these concrete criteria, the competitive relationship between the domestic and
imported product is another criterion to determine whether two products are alike or not. Th®W

United States» Measures Concerning the Importation, Marketing and Sale of Tuna and Tuna Products, WT/DS381/AB/R
(Appellate Body 2012para. 193.

"United States> Measures Concerning the Importation, Marketing and Sale of Tuna and Tuna Products, WT/DS381/AB/R
(Appellate Body 2012para. 199.

The firstcase in which this was recogats waslaparg Taxes on Alcoholic Beverag@é]/DS8/AB/R, WT/DS9/AB/R,
WT/DS10/AB/R; for a later case see for example Appellate Body Repqria&@stos, paral02.
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dispute settlement bodies stress that whether two products are like can only be assessed on a case
by-case basig.

When two products are subject to a life cyassessment, they will often not be different with

regard to their physical characteristicsheir enduses or international tariff classification. For
example, how much C{emissions were generated or how much water was used in the production

of, e.g. a certain technical device, will routinely not impact the physical properties, theusadr

thA ET OAOT AGET T Al OAOEAZAALA Al AOOEAEAEAAOEIT A O A E
A1 OPOET 08 4EOOh OEA 111U AOEOAOEIT OEAO AT O
perceptionl ;. indeed, PEF information on a product is preciselned at creating a consumer
preference for the more environmentalfyiendly product.

Whether or not a difference concerning a single of the above criteria suffices to make an otherwise
EAAT OEAAT 1T 0 TAAOI U EAAT CGEARIL DI HDODET ©OEOBI REB
that the WTO dispute settlement bodies have not had to decide so far. InUhied Statesg

Measures Concerning the Importation, Marketing and Sale of Tuna and Tuna PtioglUuRts)el

decided that Mexican tuna producjsx EEAE xAOA 1 -@@MA61QI @1 AAT OBRABI C
i1 EOAT -OOMEABEEXKAOA O1l EEA6h AOAT OET OCE AT 1 00I
concerning the two sets of products. The Panel argued that the relevant groups of products to be

compaOAA xAOA Ol OEI-AAAR® 11T OOBAIT 1 DAEFRAMAD MOA AGAIC
OEA 1T OEAOh AOO DPOI AGAOO 1T &£ AEAEAOAT O 1T OEGET O8
OAEAS AT A All 53 OO0O1T A AT 1 DE ki pereptidwere doErélabed to O E A

the origin of the producf. The Appellate Body did not have to decide on this matter. However, it
appears, against the background of this Panel decision, more likely that two products that are
identical with the exceptioni £ OEAEO AT OEOIT 11 AT OA1l &I 1 OPOET O

DOl AODAOOG6 ET 74/ 1 Ax OEAT OEA 1 pbi OEOAS

4.2.2.2 Technical Barriersto Tradg! 008 w8Ww 11 OEA O1 AAAC
technical regulation

A second requirement of the TBT Agreement is that technical faons not be more trade

restrictive than necessary to attain certain regulatory objectives such as protecting the environment

(Art. 22 TBT).4 EA O1T AARAOOEOUG OANOEOAT AT O EO Al O AT T (
Art. XX GATT, and thereis 8¢ OEAAOAATI A AiT 061 O T £/ EOOEODPOOAAT .
only be judged on a cadey-case basis. However, it has been established in WTO case law, that a

i AAOOOA EO 111 U O Acbtdctve A ehdallyeiEctiVelalteinadivin@asu@dsA A A
AOAET AAT A8 #71 1 AAOT ET C OEA OAO2ITBDheABpRIAOBOOUD AT |
United Stateg Measures Concerning the Importation, Marketing and Sale of Tuna and Tuna Products
quoted the finding inChinaz Publications andwudiovisual Product{®n Art. XX GATT) that there was

& European Communities Measures Affecting Asbestos and Products Containing Asbestos, WT/DS135/R, 8.114 (Panel
2000), para. 8.114.

"This point was, indeed, made by the EU in a tipadty submission in the Mexieduna case, see para.248 of the Panel
report.

®United States Measures Concerning the Importation, Marketing and Sale of TamthTuna Products, WT/DS381/R,
7.250 (Panel 2011).
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a range of degrees of necessitylt concluded that in the context of A2.2 TBT the factors that
i 6006 AA OAOGAI OA @ebiictvendsOd th® fechnicd) @eduladon, the degree of
contribution a measure makes to the achievement of a legitimate objective and the nature of risks
and gravity of consequences that ndulfilment of the objectives pursued would credte The
Appellate Body then went on to clarify that the necessity analysis would
OrETY 1100 AAOGAO 8 EI GdstlicivAnesh and ihd dedhe® Bf @dhibveriedlE OEA OOAA
of the objective by the measure at issue with that of possible alternative measures that may be
reasonably available and less trade restrictive than théeolged measure, taking account of the
risks nonEO1 EET | AT O [fobtrdte dmitBdPA A OA 8 6
The above findings were quoted and-iterated by the Appellate Body itnited Statesg COOL
Requirementé. In this case, the Appellate Body also reversed thefPard O AET AET ¢ OEAO
measure was not consistent with A8 W 4" 4 | COAAT AT 6h AAAAOOA EO OAA

I AEAAOCEOAN OEA ' PPAI 1T AOGA "1 AU OAEAAOAA OEEO £ETA
measure needed to fulfil underraW8 W 4" 48 2A0EAORh A O0AT Al TAAAAA C
AT 1 OOEADBOET 1T AAE E*Ané Appelld&dBod) hAhis EadeAdDitGhAtdhé measure at
issue
Oi AEAO O1T I A Ai 1 OOEAOOEIT O OEA 1 AEAghQHGA T £ POI OEA
has a considerable degree of tradstrictiveness; and that the consequences that may arise from
nonEO0T A£ET T AT O T &£ OEA T AEAABEOA xi OIA 116 AA PAOOEAODI /

It then proceeded to compare this situation to four alternative measures psed by one of the
complainants, but concluded that it was ultimately not in a position to conclude this analysis, as the
Panel had not clarified the factual basis for such a findfingll in all, fithere are two options for PEF

the above factors woulddwve to be compared, and the WTO dispute settlement would then arrive at
a finding on whether an alternative measure than the one in place should have been chosen.

4.2.2.3 Technical Barriers to Tradg Other relevant articles

There is an obligation to use existirigternational standards as a basis for national technical
regulations Art. 2.4 TBT).

With regard to technical regulations that are not adopted by central governments, but at the local
level or by norstate actors, Art. 3.1 mandates that WTO Members shahAEA OOAAOI T AAI
i AAOOOAOGS O1 AT OOOA Al i pl EATAA AU OOAE Al OEOEAO «x
for private actors to comply with the rules of Art. 2 TBT. Moreover, the fact that WTO Member
30A0A0 AOA 111U 1T AIECRAOOCROGOAEAMAT @OAEGNG AGEAU EAO

"Ibid., para. 318.
8 |bid., para. 318, 322.
& bid.

8 United States» Certain Country of Origin Labelling (COOL) Requirements, WT/DS384/AB/RBI461, 471
(Appellate Body 2012), para. 37378, 461, 471.

8 bid., para. 468.
8 bid., para. 479.
% Ibid., para. 480491.
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ensure that all actors other than entities of the central state act at all times in complete compliance
with the obligations contained in Art. 2 TBT.

The TBT Agreement contains various articles relatingamformity assessment proceduresnone
of which seems to have played a role in WTO dispute settlement &b Tare following are the most
important ones:

Article 5.1 TBTsets forth rules on the assessment of conformity with both technical regulations and
standards by central government bodies. In the EU, such central government bodies could either be
located at EU level or at Member State level. Accordingly, Members must ensure that:
OAT 1T £ Ol EOU AOOAOOI AT O DPOT AAAOOALG grahtabeesPOrADAOA A R
suppliers of like products originating in the territories of other Members under conditions no less

favourable than those accorded to suppliers of like products of national origin or originating in any

other country, in a comparabl®DHAOET 1 888 6 j! 008 Y8X8X 4" 4(Q8

OAI T £l Ol EOU AOOAOGOI AT O POT AAAOOAOG AOA 11 0 POADPAO.
effect of creating unnecessary obstacles to international trade. This meansliantdrat

conformity assessment procedusdwall not be more strict or be applied more strictly than is

necessary to give the importing Member adequate confidence that products conform with the

applicable technical regulations or standards, taking account of the riskenformity would
create.d ! O08 VY8X8W 4" 4(Q8

These two provisions mirror Art 2.1 and 2.2 TBT with regard to conformity assessments. While none
of them has been discussed in WTO dispute settlement so far, it is likely that some of the above
interpretations would be used by WTO digp settlement bodies when interpreting them.

Art. 5.2 TBTcontains certainprocedural requirementsfor conformity assessment procedures of
central government bodies, relating to nediscrimination, transparency and efficiency in
communication with the aplicant, confidentiality of information submitted, equity of fees charged,
existence of a complaint procedure and avoidance of unnecessary burdens for the applicant.

Art. 5.4 TBTsets forth that existing or immineninternational standards (e.g. those seby the
International Standardising Organisation 1SO) are used as a basis for conformity assessments,
AoAADPO xEAOA 08888 OOAE COEAAOG 10 OAAT I i1 AT AAO
Members concerned, fointer alig such reasons as: nationsecurity requirements; the prevention

of deceptive practices; protection of human health or safety, animal or plant life or health, or the
environment; fundamental climatic or other geographical factors; fundamental technological or
infrastructural probR I O 6 8

Art. 5.6 7 5.9 TBT containpublication and notification requirements concerning conformity
assessment procedures.

Art. 6 TBTregulates themutual recognition of conformity assessmentsprocedures conducted by
WTO members.

The basic rule is contaiden Art. 6.1 TBT, according to which Members shall
OAT OOOARh xEAT AOGAO bi OOGEAI Ah OEAO OAOGOI 60 T £ Al 1 A
accepted, even when those procedures differ from their own, provided they are satisfied that those

8 See WTO Analytical Annex, TBT Agreement,
http://mww.wto.org/english/res_e/booksp_e/analytic_index_e/tbt_e.htm#article5
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procedires offer an assurance of conformity with applicable technical regulations or standards
ANOGEOGAT AT O O1 OEAEO 1T x1 DHOI AAAOOAOS8OG
4EA Al AOGOA OxEAT AOGAO bi OOEAI Ao ET AEAAOGAOG OEAO
Members; there can be situations wie a Member may argue that such mutual recognition is not
possible. The remaining paragraphs in Art. 6 encourage WTO Members to engage in various forms
of cooperation with the aim of achieving mutual recognition of conformity assessment procedures.

Art. 7 TBTand 8 TBTdefine obligations of WTO Members in relation ¢onformity assessments
conducted by local government bodies and nomgovernmental bodies respectively. Basically,
WTO Members must take reasonable, available measures to ensure that thosie®ctmply with

the obligations defined in Art. 5 and 6 TBT. Art. 8.2 TBT stipulates, in addition, that WTO Members
shall only rely on conformity assessments by rgovernmental actors, if th nongovernmental
actors fulfl these obligations.

Article 10 stipulates that WTO Members must have amuiry point that can provide all kinds of
information about TB¥related matters, including conformity assessment procedures. Within the
EU, the TBT Inquiry Point is TBT Enquiry DG Enterprise and In8fustry

While these rules are quite detailed, conformity assessments have been the subject of intensive
debate among WTO Members in the competent TBT Commftte@his indicates that conformity
assessments in practice create significantlgleams for economic actors.

Box 1z The WTO case on Tuna Labellingan example

The WTO dispute settlement has so far not had to decide many cases on the kind of schemes discusse
study. One exception is the aforementioned cabmited Statesz Measures Conagng the Importation,
Marketing and Sale of Tuna and Tuna Prodlcthe case is presented in this box to illustrate how the W
dispute settlement bodies might deal with binding PEélated legislation.

The case was about binding federal US legislatiomielishng & A AT T AEOGET 1 O &£ ©A@
label on tuna products withirthe US, which Mexico challeng%od The relevant legal act, the Dolphi
Protection Consumer Information Act, implementing regulations, and a related court case set eu
requirements for when tuna products sold in the Uil 3 OAOA O AT O1 A AGA A&
legislation did not make the importation of tuna into the US dependent on whether tuna carried the del
safe label. At the same time, the legislatigprohibited any reference to dolphins, porpoises, or mari
mammals on the label of a tuna product, if the tuna contained in the product did not comply with
conditions set out in the legislation.

The conditions that needed to be fulfilled for the usé the label varied according to where the tuna w
caught, the type of vessel and the fishing method. Basically, however, they revolved around the neces:!
the captain and/or an observer to provide a certificate that certain methods of catchindutiee were not
used and/or that no dolphins were killed or seriously injured when the tuna was caught. The latter wg
required when certain methods of catching tuna were used. In sum, the use of the label was continge
AAOOAET OPOI AThdUSHredsures hlsh PrBvidéd for specific enforcement mechanisms by
authorities.

The case was initially decided by a WTO Panel. However, the parties appealed and subsequer

87 Seehttp://ec.europa.eu/enterprise/tbt/index.cfm?fuseaction=Links.viewContact&dspLang=EN

8 Seefor exampleCommittee on Technical Barriers to Tradgxth triennial review of the operation and implementation
of the Agreement on &chnicalBarriers to Tadeunder Aticle 15.4, g/tbt/3229 November 2012, para. 5ff.

8 The documents related to the casee all online at http://www.wto.org/english/tratop_e/dispu_e/cases_e/ds381_e.htm

O The following description of the measures is summarised from the Appellate Body Report, WT/DS381/AB/R, 12 May
2012, paras. 172ff.
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Appellate Body of the WTO decided, in a report extending over mbamtl70 pages, the following:

A The measure at issued constituted a technical regulation in the sense of the TBT Agreement (r:
thananonl AT AAOT OU OOAT AAOAQ8 wOATOAGHEAI6O G A AGRH A A(
pre-condition for importingor marketing tuna products in the US, the legislation set forth that if tt
AT 1 AEOGEIT O &£ O OOA 1T £ OEAO 1 AAAT xAOA 1-10
OAZEAOUG 1T £ OEA DPOI EAAO Al Quérdd thA datiré fidld A x £A OO
O A ABkant in relation to tuna products.

A The legislation violated Art. 2.1 TBT Agreement, which forbids treating imported products less
favourable than domestic like products. The Panel in the case had determined that imported an
domesE A OO1T A POI ABAOO xAOA Oi EEA6h A AEEI AET C
hence only had to decide on whether the imported products were being discriminated against.
' DPDAT T AOA "T AU 117 0AA OEAO Otkckedhtesied méadure makifies
OEA AiI1TAEOEITO T &£ AT i PAOEOEIT O OEA AAOOE
case had established that while most tuna caught in a certain area by US vessels complied witt
conditions set out ithe US regulations, most tuna caught by Mexican vessels did not. The Appe
Body observed that under these conditions, even though the ultimate purchasing decision was
by consumers, access to the label constituted an advantage accorded unequbly éamd Mexican
tuna through a state measure; this measure thus modified the competitive conditions between t
The Appellate Body further observed that the measure treated different methods of catching tur
differently; for the methods used predominagtby Mexican vessels the US measure fully addres:
the adverse effects on dolphins, whereas it did not address mortality arising from other fishing
methods to the same extent. Thus, the requirements that needed to be mostly fulfilled by Mexic
tuna before being able to use the label were more difficult to fulfill than the ones most US tuna h
to comply with. The Appellate Body could not find a scientific or factual justification for this
distinction; accordingly it observed that these differences wer¢ lbased on a legitimate regulatory
distinction, and hence discriminatory. Thus, Art. 2.1 TBT was violated.

A 4EA 1 pPAI 1T AOA "T AU OAOAOOAA OEA 0AT A1 860 EE
requires technical regulations not to be more tradestrictive than necessary for the fulfillment of
certain policy objectives. The Panel had identified dolphin protection as well consumer protectic
against misinformation as objectives of the measure. The Appellate Body had to decide on whe
the Panehad erred in finding that the measures were not necessary to these ends. In line with
established case law, the Appellate Body looked at the degree of contribution made by the mes
to the legitimate objectives at issue, the tradestrictiveness of theneasure, and the nature of the
risks at issue and the gravity of consequences that would arise frorfulitment of the
objective(s) pursued by the Member through the measure, undertaking a comparison between |
challenged measure and possible alterivet measures. The Appellate Body noted in this regard tt
the Panel incorrectly assumed that an alternative measure suggested by Mexico would have
AT 1 OOEAOOAA O1T OEA £&EO1 £ZET 11 AT O T &£ OEA 5380
therefotOA OAOAOOAA OEA O0AT A1 80 ZAEIT AET ¢cO OEAOQO !

A Finally, the Appellate Body also had to deal with Art. 2.4 TBT, which obliges WTO Members to
OAAET EAAl OACOI AGEIT O 11 OAlI AOGAT O EI siwhdaidiAng
AT A né Bppellate Body had to decide, in this context, whether the Agreement on the
International Dolphin Conservation Program (AIDCP), a multilateral agreement had to be consit
a relevant international standard in the sense of the TRjfeement. The AIDCP contained rules
differing from the US measure, and had been ratified by the US. The Appellate Body found that
1ys$#0 AEA 110 NOAITEAU AO OOOAT AAOAEUET ¢ Al
Members, as requiredybthe TBT Agreement. Thus, no violation of Art. 2.4 TBT was found.

Thus, ultimately only a violation of Art. 2.1 TBT was found and the US was asked to bring its measu
conformity with WTO law.

4.2.3 Rules applicable to standards

For (nonmandatory) standads, Art. 4 TBT contains an obligation for WTO Members to
OA1 OO0OA OEAO OEAEO AAT OOAI ¢i OAOT T AT O OOAT AAOAEU
Good Practice for the Preparation, Adoption and Application of Standards in3Atmehis
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AgreementQA FAOOAA OiF ET OEEO ! COAAI AT O AOG OEA O#1 AA 1 E
reasonable measures as may be available to them to ensure that local government-and non
governmental standardizing bodies within their territories, as well as regiortdrgiaimg bodies
of which they or one or more bodies within their territories are members, accept and comply with
OEEO #1T AA T &£ '"TTA 0OAAOEAAS8O
Within the EU, theEuropean Committee for StandardizatiofCEN), theEuropean Committee for
Electrotechnical StandardizatiofCENELEC) and the European Telecommunications Standards
Institute (ETSI) are standardizing bodies in the sense above; they have been assigned this function
by Art. 2(8) in conjunction with Annex 1 &egulation No. 1025/20k# 25 October 2012 on
European standardizatioh. These organisations have all accepted the WT@le of Good Practice.
In addition, all member States have notified the acceptance of the Code by one or more of their

national standardizing organisation to the W0

The Code of Good Practice in Annex 3 TBT contains obligations that are almost identiba
obligations concerning technical regulations in Art. 2 TBT.

The most important rules contained in the Code are the following:

Art. D Code of Good Practice is identical to Art. 2.1 TBT, i.e. it contains-disommination rule in
the form of the requirement that imported like products are treated no less favourably than
domestic products.

Art. E Code of Good Practice repeats the first part of Art. 2.2 TBT, i.e. contains a requirement that
standards do not create unnecessary obstacles to intermatigrade.

Art. F Code of Good Practice is similar to Art. 2.4 TBT, i.e. contains a requirement to use existing
international standards as basis for technical standards, except where such international standards
or relevant parts would be ineffective orappropriate.

Moreover, the rules in Art. 5 TBT on conformity assessments also apply to standards when the
AT 1 £l Ol EOU AOOAOGOGI AT O EO Ai1 AGAGAA AU OAAT OGOAT cCi
Thus, the WTO rules technical regulations and standards are very similar in woedidgt is thus

most likely that the WTO dispute settlement bodies would interpret them in a similar way, even
though so far the rules on standards have hardly played a role in WTO dispute settlement.

4.2.4 Scope of application of the TBT Agreement

Finally, itshould mentioned that there has been a controversy about whether the TBT only applies
to productrelated measures, i.e. measures that relate to the immediate characteristics of a certain
product only (e.g. its energy efficiency or genetic modification)atso to nonproduct related
process and production method (PPM) measures. Mooduct related PPM measures relate to
events during the production of a product (e.g. carbon emissions caused during its production)

9 Official Journal of the European Union 316 of 14 November 2012, p-32

2 Trade policy review Report by the WTO SecretariaEuropean UnionWT/TPR/S/248para. 97.
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which do not influence the characteristic$ the final product as such. Some have argued that the
TBT should be narrowly interpreted to only cover produetated environmental measuré$

However, in the recenUnited States Measures Concerning the Importation, Marketing and Sale of
Tuna and Toa ProductA AOAh OEA 74/80 ! DPAI 1T AOGA "1 AU AAAE/
I AAAT -OAERAHPEBDIAPOAOGAT OAA A OAAET EAAT OAcOI AOGET
section4.2.1q8 ! O OHphin-0 AERG OAITAOAA O OEA xAU OEAO «(
physical properties), this implies a rejection of the above, narrow reading of the TBT as only covering
productrelated measures that relate to the physical characteristics and the pedooa of a

product.

4.3 General Agreement on Tariffs and Trade (GATT)

The other relevant agreement concerning environmental labelling rules is GATT, in particular its Art.

[11:4 which states:
O4EA DPOI AGAOO 1T £ OEA OAOOEOI Gne tefrivay & farly otdef T OOAAOQE
contracting party shall be accorded treatment no less favourable than that accorded to like
products of national origin in respect of all laws, regulations and requirements affecting their

internal sale, offering for sale, pulc® AR OOAT OPT OOAOET T h AEOOOEAOOEIT I

AEEO AOOEAI A EO OEIiEIAO O ' 008 w8sXx 4"4 AO E
4EAOAE OARh OEA AAT OA AEOAOOOEIT 11 OIEEA DOIA
Different from the TBT Agreement, Art. lll:4 GATT does not relate specifically to a certain type of

i AAOOOARh AEOGEAO 1 ATAAOGT OU T O Oi1 01 OAOU ET AEA
versus domestic products could, in principle, also consist in a factual behakimuexample, in the

case onEC~> Approval and Marketing of Biotech Produdtss Panel implied that a non
consideration of applications by GMO importers for the approval of their products could be

AT 1T OEAAOAA AO OOOAAOGI A Tnas, fa tonfdrkith assedsinedidthisim@anO E E O
that Art. Il1:4 GATT could also forbid a certain manner of how conformity assessments are applied,
rather than the rules governing them.

One difference between the GATT and the TBT is, however, that even if a neeaslates Art. 111:4
GATT, it may still be justified. The relevant norm is Art. XX GATT. It allows WTO members to take,

ET OAO Al EAh 1T AAOOOAO OEAO AOA O1 AAAOGOGAOU O bHO
I O OOAI AGET C 6fiexhddsile nAtiirdl i©sbubodsAf@ueh rheasures are made effective

ET AT TEOT AOEIT xEOE OAOOOEAOQOEITO 11 Aiil AOOEA ¢
these measures must be netiscriminatory and must not constitute a disguised restriction
international trade. With regard to environmental consumer information like the information on a

DOl AOAOGSO AT 6Ol 11 AT OA1 DPAOA&I Oi AT AAh OEA NOAO«

% For an overview of the debate see Vranes, Erich, 2Clifate Labelling and the WTOThe 2010 EU Ecolabelling
Programmeas a Test Case under WTO Ldnttp://ssrn.com/abstract=1567432o0shi, Manoj, 2004, Are Ed@bels
Consistent with World Trade Organization Agreements?, Journal of World Trade Vol. 38:199. 69

% panel Report, E€ Approval and Marketing of Biotech Productsaras. 7.25%3.2516
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between the information and the protection of exhaustible tneal resource® or whether the
information is necessary for the protection of human, animal or plant life or health (e.g., because
biodiversity-related information is provided).

4.4  Link with possible PEF/OEF policies

In a Commission impact assessmentaccdip UET ¢ OEA #1711 O1 EAAQEI T O" OEI 7
for Green Products: Facilitating better information on the environmental performance of products

AT A 1 OCA% wépold¥dpliodsdor the EU in the area of green products were presented. In

the following, we will briefly discuss which of the above WTO rules they would have to comply with
respectively.

Option 1: Baseline scenaripcontinuation of status quo

The first of the policy option discuss is a continuation of the status quo, which isiloeddn the

study as ongoing implementation of the existing policy instruments introduced or strengthened by
the SCP/SIP Action Plan. In the area of products the Ecodesign directive, the Energy label, the EU
Ecolabel, Energy Star, and green public procuesinwould be implemented. As this scenario does

not involve any legislative changes that could require a new assessment under WTO law, it is not
further discussed here.

Option 2: New mandatory product policy framework

The second policy option would be tlitroduction of a new mandatory product policy framework.
The new legal framework would introduce requirements concerning product environmental
performance, including setting minimum market access requirements. As described above, such
binding legislatiorrelating to products would have to be considered a technical regulation under the
TBT Agreement. Hence, the rules discussed in Seecti@and Art. 1ll:4 GATT would have to guide
such legislation.

Option 3: A mandatory OEFeporting framework

Under this option, the use of a certain OEF methodology would become obligatory for large
organisations in priority sectors for reporting/information provision purposes. The policy would
provide incentives at EU and/or Member State let@® improve performance or to reward good
performance, based on reliable, quantified information provided through the OEF and OEFSRs. A
dialogue on incentive frameworks will be established with Member States to improve approaches to
incentives and avoidrevironmentally harmful subsidies. In such a framework, the assessment under
WTO law would depend a lot on the details of the rules. The described rules do not seprmia,

% For example, clean air was recognised as an exhaustible natural rednutice WTO dispute settlement in the case
United States» Standards for Reformulated and Conventional Gasoline, (WT/DS2/AB/R), available at
http://www.wto.org/english/tratop_e/envir_e/gasl_e.htm

% Commission staff working documerg Impact assessment acepanying the documentCommunication from the
Commission tolhe European Parliamerand theCouncil- Building the Single Market for Green Products: Facilitating
better information on the environmental performance of products and organisations (COM(2083jnal), 9 April 2013,
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=SWD:2013:0111:FIN:EN:PDF
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facie be relevant under the TBT Agreement or GATT as they do not relate to amstioundary
trade in goods.

Such measures may become relevant under the Agreement on TRalated Investment Measures
j42)-0q E£ OEAU EAOA A 1 ETE xEOE OOAAA8 ! 008 X
measures related to trade in goods1 1 U668 ! OUDPEAAI AgQAiI bl A -CEOAIT
Agreement would be, for example, a requirement for a company to purchase or use products of
domestic origin. However, a mere requirement to report on OEF is not predtlated. Thus, TRIMS

would notapply either. This might change if, for example, only comparfiekling an OEF could

import certain products to the EU.

If subsidies provided.g. for good performance of OERKere to be contained in the OEF reporting
framework, it may also have to be assed under the Agreement on Subsidies and Countervailing
Measures (SCM) of the WTO.

Option 4: Integration of PEF and OEF into relevant policy instruments

A fourth policy option presented is the integration of PEF and OEF into existing relevant policy
instruments. The envisaged measures are described as follows in the impact assessment:
0001 AGAO %l OEOIT1 AT OAl &i 1 OPOET O jow&q AT A / OCAT
immediately used in instruments such as Ecolabel, GPP and EMAS for infoemirite tia

development process and the creation of Sectoral Reference Documents for determining relevant
environmental impacts and life cytlased key performance indicators.

Sectoral rules would be developed to apply OEF/OEFSRs to relevant seotpranfidii the
Industrial Emissions Directive to widen requirements and reporting on additional environmental
aspects.

The European Pollutant Release and Transfer Register (Regulation 166/2006) would be modified to

integrate information based on OEF anctliésnents on a voluntary or obligatory basis. Under this

option it would also be necessary to establish a set of incentives, both by the public and private

sector, that would reward companies and reinforce the positive effect on environmental

performanceii D OT OAT AT 0086
This option is similar to policy option 2 in that it would involve changes to a number of binding,
legislative instrument¥. Hence, for each of these instruments it would have to be considered
whether it fulfils the definition of a technicalegulation in the sense of the TBT Agreement in
addition to being mandatory. Rules on ecolabels, for example, are certainly a technical regulation in
the sense of the TBT Agreement, and thus the rules for technical regulations described above and
Art. I114 GATT would have to be considered.

Concerning OE¥elated rules, it is, however, again questionable to which such rules would be trade
related and hence be covered by WTO rules. To the extent that rules on subsidies are to be included
into existing legisation in the future, again the SCM Agreement of the WTO may have to be
considered.

% An overview of relevant legislation can be found at http://ec.europa.eu/environment/gpp/eu_related_en.htm
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Option 5: Recommending the application of PEF and OEF on a voluntary basis (preferred option)

The fifth option named in the impact assessment is a Commission Recommendatidressed at
Member States and business, recommending them to use the PEF and OEF methodologies
whenever they intend to introduce a voluntary scheme or requirements related to the
measurement, verification, reporting, benchmarking, and communication of #eironmental
performance of products and or organisations. A draft Recommendation has in the mean time been
adopted™.

Commission Recommendations in the sense of Art. 292 TFEU arebinmdlinggg. Thus, the

OAAT T 1T AT AAGET T x1 01 Ah Absehst ¢ ha TBA AgreBme@.OiefabokeA OA S E’
AAEET EOQETT T &£ OOOAT AAOASG AT AO 110 OAI AGA O OEA
DOl AOAOGO AEAOAAOAOEOOEAO Awgbi EAEOI U8 (1 xAOAOR EOG
recommendationcontains some (noAET AET ¢q 0001 AGs &£ O pOI AGAOO8 11
symbols or labelling requirements in the above definition would not make much sense if the
underlying rules on when a certain label can be used would not be covered. Hdmee, t
recommendation can be considered a standard in the sense of the TBT Agreement. Consequently,

the norms mentioned i.2.3would apply.

45 Conclusion

In sum, WTO contains a number of disciplines that may belefvance for an EU PEF/OEF scheme;
which ones will, however, depend on the binding/Rbimding nature of such schemes. The most
important rules are contained in the TBT Agreement and the GATT. In light of recent WTO case law,
regulatory measures that do ndorce economic operators to disclose and communicate a-PEF
profile (i.e. the results of a PEF study) of their products, but only allow them to make certain claims
OAl AGAA Oi OEAEO bDOiI AOAOOG AT GEOT 11 AT OAlits £ 1T OPOE
compliance system), would have to be considered a technical regulation under the TBT Agreement.
By contrast, WTO law is not addressed at private actdtsus, any private scheme laying down
requirements for products or organisation, but not linkedrt@ndatory legal rules is not subject to

any specific WTO obligations; this applies by extension to compliance systems that are part of such
schemes. Wh regard to EU measures on OERTO law will only become relevant to the extent
that these schemes hawetrade component.

9% Draft Commission Recommendation on theeiof common methods to measure and communicate the life cycle
environmental performance of products and organizations,
http://ec.europa.eu/environment/eussd/smgp/pdf/recommendation.pdf

% Calliess, Christian, and Matthias Ruffgeads). EUV/AEUV: Das Vassungsrecht Der Européaischen Union Mit Européischer
GrundrechtechartaKommentar4. Aufl. Miinchen, 2018rt. 292 AEUV, para. 1.
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Chapter 5.  Building options for PEF/OEF compliance

system

This chapter is divided in three sections. Sectiohbuilds on case studies to suggedhktee options

for operational verification activitiesSection5.2 addresses the isge of the costs of verification
activities. This sectionncludes & analysis of existing cost structures and pricing systems and a
discussion orthe key factors that could influence the cost of future PEF/OEHRigation activities
Finally, sectiorb.1.3proposes thregossible directions for the future compliance system that could
be applied to PEF and OEF twations.

5.1 \Verification in practice:  operationalizing PEF/OEF
requirements in view of compliance checks

5.1.1 Control points for PEF and OEF requirements

yl T OAAO O AAOAOEAA OEA bl OA1T OEAI OAOEEAEAAOQEI
were developed. The purpose of control points is to translgeneral requiremerts into more
operationalcriteria that can be evaluateduring verification activitiesin that respect, PEF and OEF
guidancedocumentswere reviewed and each requiremeodntained thereinwas analysd in order

to explain howverification activities couldbe performed with details on:
®  The key control points related to the requirement;

B The type of verification activities and in particular the type of documents that
could be checked; and

B  The caonpetencies needed to carry owmerifications.

The outcome of the malysis is presenteth Annex 4 Note that most of the PEF requirements are
alsoapplicable tothe OEF. For that reason, the analysis providedTiable21was done for the PEF
guidance only

5.1.2 lllustrati ve verification activities based on case studies

5.1.2.1 Approach for the case studies

Purpose of the verification case studies

The analysis of the control pointevealed thatalthough some verification activitiegemain the
same regardless of tie product or sear considered® most of the verification activities are

10This concerns all verifications that simply consist in checking that required information is provided in the PEF main

O04AOCAO APHEMAD AIAGGHO AOBR 8D OAOAT OAA ET OEA OcCi Al AAEET EOEIT”
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strongly dependent ontte product category or sector considered. For that reason, it wasessary
to develop O O A O E A&sA Atried im order to shed more light on whatould be possible
verification activities in the future.These case studies are based on two illustrative product
categories for PEF and one illustrative sector for OEF.

Assumptions on the context of the verification in the case studies
The context considered in the product casedies is the following:

® The PEF study is to be used gxternal communicatio (B2B or B2C) with
comparisons ocomparative assertiort8’. Consequently the use of the existing
PEFCR for the product categoryaisnandatory requirement of the PEF guidance.

®  APEF report hasden prepared by the company carryiogt the PEF study since
it is a mandatory requirement according to tfREF guidance. However, this PEF
report is not necessarily the communicatiomehicle used to disclose the PEF
profile (see next point

B The form of disclosure or communication ofedhPEF profilg(lcommunication
vehicle)is not specified.tlcould be a PEF external communication report, a PEF
performance tracking report, &@EF declaration or a PEF label. Howeves
specific requirementsrelated to these communication forms have been
developed in the PEF guidanc&herefore, specific verification activities related
to these documents are not included in the present analysis.

B  The overall goal of the verification is to provide confidencehim PEF profile to
users or other targedudiencesifdividuals or organisations

The context considered in the organisation case study is the following:

®  An OEFreport has been prepared by theompany carryingout the OEFstudy
sincecompiling such a regrt is amandatory requirement contained ithe OEF
guidance.

B The OEFstudy is to be used foexternal application (for communication to
stakeholders, B2B, public authorities, etcwith comparisons orcomparative
assertions. As a consequence, the use bk tOEFSR applicable to the
organisationis mandatory.

® The form of disclosure or communication of ti@EFprofile is not specified (it
could be a OEF external communication report on ® EFperformance tracking
report). Therefore, specific verification aeities related to these documents are
not included in the present analysis.

®  The overall goal of the verification is to provide confidence in @t&-profile to
users or other target individuals or organisations
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Framework for the analysis of case studies

Based onPEF andOEF guidancedocumentsas well as theGBuidance for PCAAOAT T i AT O
recently released by th®€CR Guidance Development Initiatt%e key items of the future PEFCRs

and OEFSRs were identified. For each of these itelnstrative requiremers coming from existing
PCR&or sectoral guidance for organisations warsed as a proxfor possible future PEFGRd

OEFSR, respectively

It should beclarifiedthat it is not to intended to usehe case studieso present recommendations
on what shold be the requirements of the future PEFCRs/OEFSRS, nor to dewpkyationalrules
(asthis is one of the core objectives of the upcoming pilot stuflifde idea is rather to compile
illustrative requirementsto clarify the nature of the verification &wities. The illustrative
requirements donot cover all the possible requirements that cdme included in the future
PEFCRB/OEFSRsinstead they focusn the following key aspectghe unit of analysis, the scope of
the assessment, specific/generic dagquirements and examples of other modelling parameters

5.1.2.2 Presentation ofthe case studies

The case studies are presented in tparagraphsbelow. The product cases studies are for
detergentsand textiles. The organisation case study relat® the chemisty sector.

Product case study % Detergents
The following existing PCRs were used to collect illustrative requirements:

B From the French environmental labelling initiative z BP X363232: General
principles for an environmental communication on mass mangeiducts- Part
2: Methodology for the environmental impacts assessment of household heavy
duty laundry detergents (20122-06);

E  From the International EPD® Systeny UN CPC 35322 Detergents and washing
preparationsz Updated 20130718

The analysis of thdetergents case study is presentedliable10.

Table 10: Product case study ¥ Detergents

lllustrative requirement Possible \erification activities

Functional unit
BPXz The referencdlow isG waslbwith a recommended dosage In the case of BPX, the reference flow is adixed amounsuch as

for: one® ¢ i £ AAOAOCAT O DI verfichtOnsdEl (
- An average load, data regarding the dosage of the product for one wash

- A medium soiled cloth, necessary andould be based on:

- A medium water hardness. - Documentary checkg i.e. request for dcuments justifying the

In accordance with Regulation (EC) No 648/2004. dosage omproving the efficiency of the product with this dosage

EPDz The environmental impact shall be given per declared unit (6:9- internal R&D tests).
The declared uniti®X EC 1 £ DOi AOAO BDAA -Crosscheck comparison of documenize.g. to check if the
dosage is realistic given the formulati of the product.

- Testsz Test of the efficiency of the product with the dosage use

192pCR Guidance Development Initiative, 2013. Guidance for Product Category Rule Develgp/eesion 1.¢z August
28, 2013

1%35ych PCRs can be developed in currentimmental declaration programs such as ttiternational EPD® Syster

the French environmental labelling intitiative.
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System boundaries
BPX

Included:

- Extraction and manufacturing of ingredients and packaging
- Transportation of components to detergent manufacturing
- Detergent mamfacturing (mixing igredients)

- Packing of detergent

- Transport from manufacturing site to point of sale

- Use at the consumer place

- End of life treatment

Excluded:
- Transportation of packaging to detergent manufacturing
- Transportation forconsumer

EPD
Included:

- Upstream module (from cradkn-gate) = Raw materials and ser

manufactured goods;
- Core module (from gatdo-gate) = Manufacturing processes;

- Downstream module (from gat¢éo-grave) = Use phase and end

of-life. Downstream module is optional.

Requirements regarding primary data collection
BPXz Composition of the product

- Ingredient types (AAS number) and quantity (mass)
- Quantity of water (volume) in the detergent formulation

BPXz Composition of the primary packaging

- Primary packaging materials (bottle armép) types and quantity
(mass)

- % of the materiamade ofrecycledmaterials(recycled content)

BPXZ Manufacturing sites
- Location of detergentmanufacturing sites (countries);
- number of units producedtaeach site

BPXZz Energy use in manufacturing sites (semi specific data)
- Quantity and type of energy (ectricity, fuel oil ,natural gas)

78| Investigating options for different compliance systems for PEF and OEF declarations

inthe PEF.

Forthe EPD the reference flow is a fixed amount and abeve
mentioned verifications are not applicabl€he verification
necessary would beeheck that kg has been used in the PEF
study, as specified in the PEFCR.

Check i the system boundaries, mentioned under the section
O3Ai PA | £ OEA OO0OOAUG 1T &£ OEA (
PEFCR requirements.

Check if all the processes mentioned in the PEFCR are at least
mentioned in the PEF report in the sigection describig all the
unit process data collected (which should be under the section
O#1 1 PEI ET ¢ AT A OAAI OAET ¢ OEA
of the PEF main report).

A large scope in terms of lifeycle phases, with some vagueness |
the formulation will l&d to more complex and timeonsuming
verification activities with a need for expert judgment to determir
if the PEF study is compliant with the PEFCR.

Verification ofdata regarding the compositionfadhe products coulc
be based on:

- Documentary checkg i.e. request focompany's internal
documentsdescribing the detergent formulation

- Crosscheck comparison of documenise.g. to check if the
amount of a given ingredient in the product is realistidormation
on amounts delivered, loss ragand number of units produced car
be combined f required, suppliers couldlsobe audited to get
information on the ingredients supplied. In particular, if the
production of the detergent is sutontracted, then it may be
necessay to getinformation fromin the subcontractor to perform
the verification;

- On-siteinspectionof a manufacturing planto evaluate the
amountsof ingredientsused during the detergent manufacturing
process

- Testsz A chemical analysis af sampleof the productcould be
performed by an independent laboratory.

Verification of data regarding the composition of the primary
packaging could be basesh:

- Documentary clecksz i.e. requessfor documents descrilnig the
packaging; request foconfirmation from supplier regarding the %
of materialmade of recycled material

- Visitsz On site visit irthe supplier's facilitieso checkthe
information on recycled content

- Teds z Direct measurements angdossiblymaterial analysiso
verify the bill of materials of the primary packaging.

Verification ofthe location ofthe production sites fothe French
market: review of calculations made to obtain a weighted averag
review of underlying evidence, extrasfrom ERPsoftware, etc.If
the production is subontracted, this infemation may not be
directly available fronthe company. The verification may require
contactwith several levels of suppliers in the supply chain until
auditable information is found.

Verification of data regarding the energy consumption of the
manufactuing plant(s) could be based on

- Documentary checkg i.e. request for documents such as invoic
indicating the annual enggy consumption of the plant and
documents with the annual number of units produced per type o

bion/k
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BPXz Washing temperature (semi-specific data)

product

- On-site measurements in the manufacturing plant, if technically
feasible

If the production is sutontracted, he necessary information may
only be availablethrough contactwith the actual manufacturer of
the detergent.

If the electricity consumption associated twia washing

The electricity consumption for a washing temperature of 30°C ¢ temperature of 30°C has been used: Verification activities could

be used if the manufacturer can prove the effectiveness of the
detergent at 30 °C. Otherwise, the electricity consumption for a
washing temperature of 43.1°C must be used. Elextricity

include:
- Documentary checkg i.e. request for documents describing
internal R&D tests and pravg the detergent efficiency

consumption is 0.4&RWh/wash at 30°C. The electricity consumpti - Test of the 30°C efficiency. Sueltest could ke perbrmed by the

is 0.60 kWh/wash at 43.1°C.

manufactureror by an external body.

Verification of data regardig the composition of the secondary
packaging could be based on:

- Documentary checkg i.e. request for documents describing the
packaging; request for delivery bills from the supplier; request fo
confirmation from supplier regarding the % of materrahdefrom
recycled materias;

- Visitsz On-site visit ofthe supplier's plant to check information ol
recycled content

- Testsz Direct measurements and material analysis.

BPXz Composition of the secondary packaging
- Secondary packaging mate types and quantity (mass)
- % ofthe material from recycled materialgecycled content)

EPDz Specific data shall be used for the Core module. Specific ( See above.
are data gahered from the site where specific processes are cari

out. The requirements for specific data also include actual produ

weights, main material weights of product, main material

processing of product, amounts of raw materials used and amot

of wasteproduced,etc.

Requirements regarding secondary data

BPXz Transportation from the suppliers the manufacturing plant Check whethertie generic data are listed under the item

Road transportation O$AOAOCEDPOEI T AT A Ai AOI AT OAOQEI
- distance: 1200 km El OEA OAAOQGEI 1T O#iiDEIEIC Al
- maximum weight: 24 tonnes %l EOOEI T O 001 £E1 Ads8

Sea transportation Check whether the generic data used are strictly similar to PEFC
- distance: 8000 km requirementsz i.e. same values cited in the PEF main report.

Check if the generic data reported in the PEF report are strictly
similar to the generic data implemented in the LCA tool.

BPXz Composition of the tertiary packaging
- Tertiary packaging materidpes andquantity (mass)
- Number of ussof reusable tertiary packaging (e.g. paie}.

BPXz Use phase scenario

- Electricity consumption (0.42 or 0.6 kWh/wash depending on v Existing PEFCRSs for detergaitave requirements regarding

temperature) generic daa but to date,different approachesemainin practice.

- ST GEmEme (BU) In the BPX clear values are provided for genadiivity data e.g. 60L

of water for one wash, or 600 km for transportation between
manufacturing and point of sale. When genegittivity data is
specified, no primary data can be &g, even if the information is
availablefrom the company. Inaddition, as regards LCls to be use
it is stated that LCls from thADEME public LCI database shall be
usedbut this database is notet available, thus the abice of LG
type secondary data is left to the LCA practitioner.

BPXZz Transportation between manufzuring plant and point of
sale:

- Road transportation;

- Distance: 600 km;

- Maximum weight: 24 tonnes

BPXZz End-of-life treatments
For packaging
- Recycling rate of packaging materials

- Respective share for each endlife routes (incineratia, landfill) !n the EPD, no values are provided for genadtvity data. In

addition, if primary data is availablehis data can be used instead
generic data. Moreoveias regards LElype seconday data, some
LCI databasgare suggested but no specific LCI are required.

For detergent

- 100% sewage treatment plant

- Treatment process

- End-of-life of sewagesludge

- Percentage of reduction of compounds during waste water
treatment.

The approach taken in practice in the future PEFCRs can have ¢
noticeable effect, in terms of workload and competencieguied,
on how the verificatiorof generic data will be halled: i.e.
straightforward check of clear requirements for activity data and
LCHype data through audit; or analysis based on expert judgme
requiring LCA experience

BPXz Generic data from future ADEME public LCI database
- Production processes for each ingredignt

- Production processes for each packaging material

- Energy production in France

- Transportation (road, sea)

- End-of-life treatments

bion/k
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EPDz&1T O OEA 5DBPOOOAAI AT A $1 x1 ¢
CAT AOEA AAONMS HAWODAAE AFEA AA
Modelling parameters and assumptions
Use phase scenario
BPX
- Water consumption for one wash: 60L
- Electricity consumption for one wash:
>0.42kWh/wash (30°C washing temperature)
>0.60kWh/wash (43.1°C waislyg temperature)
EPD
EPDz Integration of downstream module (including use phase) c
voluntary basis. Use scenario not specified. Water and energy

consumption shall be included and values shall be representativ
the region of use of the product.

Capital goods
BPXz Capital goods not included

EPD- The manufacturing of production equipment with an
expected lifetime over three years, buildings, infrastructure,
machines and other capital goods shabt be included.

End-of-life
BPXz End-of-life scenarios representative of French context
EPDz Data for the end of life shall be based on information being

technically and econmically feasible and compliant witturrent
regulations.

Impact indicators

Categoryz Model z Indicator

BPX

- Climate Change IPCC 2007 g CO2 eq.

- Ecotoxicity for aquatic fresh watetUSETox CTUe

- Resource Depletion (mineral, fossiiitMLz g Sb eq.
EPD

-GWP, 100 yeasCO2 eq.

- Emission of ozonelepleting gasegCFC 11 eq., 20 §s).
- Emission of acidifying gaseskg SO2eq.

- Groundlevel ozonez Etheneeq.

- Eutrophication potentiak kg PO43eq.

Additional information

EPDz Other indicators

- Material subjected to recycling (if any) [kg].

- Waste generation classified into hazardous [kg] and other was
[kg].

- Electricity consumption during manufacturing phase [MJ].
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If applicable, check whether the use scenafimentioned under the
O A A Gaeindiling@nd recording the Resme Use and Emissions
0 O AfHe REF main report) is similar to the PEFCR
requirements.

If applicable, check whether the explanations and sourcesfthe
PEFCRire presented in the PEF report.

If applicable, check whether the PERGpecIfic use scenario is
properly implemented in the global LC&ol and is used for the
calculation of the PEF profile.

For EPD verification is less straightforwarde@mequirements are
not as stringent as in the BPX.

Check whether inclusion/exclusion of capital goods is specified
under the item 'System boundariesih the section "Scope of the
study" of the PEF Main report.

Check if the system boundaries are compliant with PEFCR
requirements under th section "Scope of the studyf the PEF
main report. (cf. requirement oBystem boundaries)

Check whether the endf-life scenarie (mentioned under the
section"Compiling and recording the Resme Use and Emissions
Profile"of the PEF main report) are in line with PEFCR requirem

Chedk whether te explanations and sourcestbie PEFCRre
presented in the PEF report

Check whether the enaf-life scenario are properly implemented
the LCAtool and are used in the calculations of the PEF profile.

Check whether the BvironmentalFootprint impact categories,
models and indicators presented under the section "Scope of the
study" of the PEF Main Report are in line with PEFCR requireme

Check whether the PEF@Rquired Impact Assessment Models ai
available in the LCA tool and are used for the calculation of the |
profile.

Check whether these pointg@mentioned under the section
(Talculatig PEFET DAA O A OO A @fatie REFGNaiD DI
and are in line with PEFCR requirement.
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Product case study 2 Textiles
The following existing PCRs were used to collect illustrative requirements:

From the French environmental labelling initiative z Methodology for the
environmental impacts assessment of clothing produgtddvanced draft PCR
July 2013

From the Taiwanese EPDz Environment and Development Foundation (ECF)
Product Category Rules (PCR) for Preparing an Environmental Product
Declaraton (EPD) for ArtificiaFibre Textilesz PCR 2011:10Super Textile Corp.
Version 1.0. 20212-31

The analysis of th&extiles case study is presentedTiable1ll

Table 11. Product casestudy 2z Textile

Functional unit

BPXz4 EA £01 AGET 1 Al O1 EO EOJ O/ Inboth cases, the reference flow anet fixed amounssuch a X ¢
I AET O ArBriindt@néedor a-Bhirt for men: size L and 50 C I £ bl UA O OhkréforeBlertications df theOvalidi) 6f ¢
maintenance cycles. the datafor the reference flow are necessary.

Taiwan EPDz The declared unit is one piece of artificial fibre text

with the material and product weight declared.

Requirements regarding primary data collection

BPXz Composition of the product Verification ofdata regarding the composition of the producbuld
- Typesand quantities for each materiaf the product including ~ P€ based on: o i

accessories - Documentary checkwithin the companyz i.e. requessfor

-if applicable, % of the material from recyclethterials(recycled ~0mpany’s internal documents describing théi of materials
content). - Crosscheck comparisomf documentswithin the company e.g.

to check if the amount of a given material the product is realistic:
information on amounts delivered, loss rates and number of unit
produced can be combined;

- Crosscheck comparison of documents between differestages of
the supply chain;

- On-site inspection in a manufacturing plant to evaluate the
quantity of materialused during the manufacturing processthe
textile and/or accessories

- Testsz If technically feasible, manalysison a fewproduct could
be performed by arindependent laboratory

In all cases, when the information required cannot be found at a
given stage of the supply chain (e.g. the company performimg t
PEF study), the verificatioactivities should be escalated &
previous stage (g. tier 1 supplier).

BPXz Composition of the primary, secondary and tertiary Verification of data regarding the composition of the packaging

packaging could be based on:

- Types and quantities for each material of each packaging level - Documentary clecks-i.e. requessfor documents describing the
packaging; request for a confirmation from sugpliregarding the %
of material from recycled materials;

- Onrsite visit ofthe supplier's facilities to check the information o
recycled content;

- Tests:direct measurements and possibly material analysis to ve
the bill of materials of the primary packaging.

BPXz Textile manufacturing sites Verification of choices made regarding electricity (anth@t energy)
- Location oftextile manufacturing sites (countries) country mixes would necessitateraviewof either sales/production
- Loss rate (semspecific data) forecasts or respective shares of suppdi for a given type of

product. Such verificatioould be based on basic documentary
checks (documents provided by the compamy moe thorough
verificationimplying a review of data collection procedures and
calculations made by the company to identify the main supplier(:
review of underlying evidence, extrafrom ERP software, etc.

When collecting primary data, the determination of the location
sites for manufacturing, weaving, knitting and textile finishing mu
be conducted as follows:

- either from the sales/production forecasts (when the first order
placed) including stock replenishment (sto@ptenishment must be
consistent with previous years)

- or considering the main supplier of the piece of clothing when i
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lllustrative requirement Possible verifications activities

represents more than 70% of the total production of this piece of

clothing
Taiwan EPDz Site-specific data (for example, spific data for Identification of the major constituents (verification of the
manufacturing plant or transportation) shall be used for the information contained in the tefenical documents describing the

manufacturing of major constituents of the artificifibre textile constituents usejl Possible crosshecks with other documents
products. If other types of information are used, description of th such as invoices or delivery bills;

information and rationale for using theformation shallbe |t \ateror electricity is used verification activities could include a
provided. For sitespecific data of main materials manufacturing yerification of the watenr electricity meter or areviewof the

Elants, dspecific data from a plant representative of such a site M 4cess technical documentatiorr verificationbased on invoices.
e used.

Taiwan EPDz For the transportation of product to the distribution Crasscheck ofthe distance used to model transportation with a
sites or retailer sites, the actual mode of transportation and dista software that grmit calculations between twipcations

travelledshall be considered. If the company performing the PEF stuligs subcontracted the
transportation activities, it may be necessarydontactthe
subcontractorto collectauditableinformation on:

- the type of vehicle used for transportatioauch as the technical
documents on the fleet of vehicles, extracif the ERP software for
fleet management)

- the transportation distances for deliveries

Requirementsregarding secondary data
BPXZz Transportation from the suppliers to the storage location Requestevidence justifying the choice of a given scenario.

in France: Verification activities could be based on:

Possibility to choose between various generic transportation - Documentary checksi.e. requess for documents describing the
scenarios with different transportation distances and transportati suppliers, their location, the type of shipments

modes: "Euromed"; "Turke; "World"; "Europe”; "France". - Review of supply chain management softwares/databases.

- Request forconfirmation fromthe supplier (could be based on
interviews or written statements, or verification of purchase orde

BPXz Transportation between storageniFrance and point of sale: Check whether the generic data are listed under the item

- Road transportation O$AOCAOEPOEI T AT A Ai AOi Al 6AO
- Distance: 500 km ET OEA OAAOEIT O#ii1PEIEIC A
%l EOOEI 1O 00I £Ei1 A6 8

Check vhether the generic data used are strictly similar to PEFC
BPXz Generic data from future ADEME public LCI database requirementsz i.e. same values cited in the PEF main report.

- Producfon processes for each materjal Check if the generic data reported in the PEF report are strictly

- Production of chemicals used during textile finishing similar to the generic data implemented in the LCA tool.
- Production processes for each packaging material

- Electiicity production in various countrigs
- Transportation (road, sea)
- End-of-life treatments

etc.

- m

|
/

BPXz Eledricity use atmanufacturing sites
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Modelling parameters and assumptions
BPX

The usige scenario that shall be considergepends on theextile
care symbols displayed on the produBbr ecample, if machine
washis permitted, theusage scenario shall lénachine wastwith
regular cyclé

If tumble drying is permitted, tumble drying must be considered 1
32.2%, and natural drying for tiremainder.

If ironing is permitted, generic ironing dations (for shirts, trousers
etc.) shall be used.

Electricity consumption for one wash:
- 30°C 0.39 kWheycle

-40 °C 0.554 kWheycle

- 60°C 0.86 kWheycle

3Kg of laundry per wash
29,1 L of water per wash
etc.

EPD

The product can be reused afteach cleaning/washing for a total
two years. Washing is done by washing machine with cold watei
tumble dry or hang dry (without heat). The usage scenario is
assumed as follows:

(1) Power rating of washing machinkssumethe washing machine
is atop-load machine with a power rating of 420 W.

(2) Washing machine and water consumption: Assume washing
of clothing each time. Each washing cycle takes 40 minutes (0.6
hour) and requires 16 L of cold water for washing and 64 L of co
water for rnsing. That is, 80 L of cold (ndreated) water is used fo
each cleaning cycle.

(3) Total number of washing: Assume one cleaning per week for
years for a total of 104 cleaning cycles.

Impact indicators
Categoryz Model 7 Indicator

BPX

- Climate Change IPCC 2007 g CO2 eg.

- Freshwate eutrophicationz ReCiPe 2008 kg of P eq.
Taiwan EPD

- Global warming kg CO2 equivalent

- Acidification kg SO2 equivalent

- Photochemical oxidant formation kg C2H4 equivalent
- Eutrophication kg PO equivalent

- Ozone depletion kg CFC1 equialent

Additional information

BPX

Net water consumption in th
Taiwan EPD

The energy consumption during each product lifele phaseshall
be declared. If the product is intended for endersthe power
consumption during the use phashall also be declared.

The information on resource input deg the product life cycle
phaseshall be declared.

bion/k
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If applicable, check whether the use scenario (mentioned under
OAAOGEI T O#i il PEIEIC AT A OAAT O/
001 £E1 A6 1T £ OEA o%w& [ AET OADI
requirements.

If applicable, check whether the explanations and sources from |
PEFCR are presented in the PEF report.

If applicable check whether the PEFGIRecific use scenario is
properly implemented in the global LCA tool and is used for the
calculation of the PEF profile.

Check whether the EF impact categories, modelsd indicators
presented under the section "Scope of the study" of the PEF Ma
Report are in line with PEFCR requirements.

Check whether the PEF@Rquired Impact Assessment Models ai

available inhe LCA tool and are used for the calculation of the P
profile.

Check whether these points are mentioned under the section
O# Al AOI AOEI ¢ 0%& BOPARE ABAA(
and are in line with PEFCR requirement.
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Sector case study Chemical sector

The following existing sectoral guidance was used to collect illustrative requirenfentsrimary
and secondary dataVBSCD chemicals, 201Guidancefor Accounting & Reporting Corporate GHG
Emissions inthe Chemical Sector Value Chaiithis guidancewas used as a rough proxgonly
covering GHG emissions) pbtential requirements for primary/secondary data in @tFSRof the
chemical sector.

The analys of thechemical sector case study is presented able12

Table12: Organisation case studyz Chemistry sector

Requirements regarding primary data collection: OEF requiremegtSpecific data shall be obtained for all processes/activities withir
defined Organisational boundary and for background processes/activities where appropriate.

Production of purchased materials Verificationrelated to this upstreanactivity could include:
Includesimpacts generated during extraction, production, and - Documentary verittationof PEF and OEF profiles provided by
transportation (cradle to tiefl supplier gate) of goods/services  suppliers, crosgheck of thevalues with the values implemented it
purchased or acquired by t@EFreporting company in the the OEF calculation tool and values presented in the OEF report
reporting year -Review of calculations made by the reporting company if OEF
Examples of primary data requirements: from a supplier was adapted to a given product purchased by th
- Productlevel crade-to-gate PEF profiles from suppliers reporting company.

- OEFdata from suppliers broken down to the product level

Transportation of purchased materials Verificationrelated to thisupstreamactivity could include:

Includesimpactsgenerated during transportation and distribution - Documentary verificatiorof data provided by suppliers, cross
i £/ DOOAEAOGAA DOT AOAOO AT A OA (check of the values with the values implemented in the OEF
suppliers and its own operations (in vehicles and facilities not ov calculation tool and values presented in the OEF report.

or controlled by thereporting company). - If more thorough verifictions isrequired, a review of the quality «

Examples of primary data requirements: the data calculated by the suppliers may hecessaryi.e. thedata

- Activity-specificResource use and emission profilem third- provided by the supplier has not dargone external verification).

party transportation and distribution suppliers - If actual distance travelled figures are used, verificatbased on
- Actual distanceravelled extracts of ERP software of Excel files showing deliveries with
- Carrier-specific impacfactors. departure points and arrival points, stops etc. could be performe

such inbrmation may only be available frothe third-party
transportation company.

Disposal and treatment of waste generatedby upstream Verificationrelated to this upstream activity could include:
activities - Documentary verificatiorof data provied by suppliers, cross
Includes impact®f disposal and treatment of waste generated in check of the values with the values implemented in the OEF
OEA OADPI OOET ¢ Aii PAT U8 O 1 bAO,calculation tool and values presented in the OEF report.

facilities not owned or controlled by the reporting company). - If more thorough verifiation isrequired, a review of the quality o

Examples of primary data requirements: the data calculated by the suppliers may teguired (i.e. the data

- Site-specific impactiata from waste management companigs provided by the supplier has not undergone external verification)

- Companyspecific metric tonnes of waste generated - If company metric tonnes of waste generated are used, a revie'

- Waste companyspecific impact factar the data collection process to arrive at thialue may be necessary
Crosschecks with informabn from the waste collection service
provider could be also envisaged.

Employees commuting using vehicles not owned or operated by Verificationrelated to this upstream activity could include:

the organisation - Reviewof the data collection procesand related ciculationssuch

Includesimpacts generated during transportation of employees as extracts from HumaResourcesoftware.If the companyhas set
between their homes and theworksites in he reporting year. up an online questionnaire to acquiiaformation fromits
Examples of primary data requirements: employeses, a review of the questionna_ire and of the employees
answers could be performed. It could include coheeenbecks
aiming at identifying incorrectaluesresulting from data input
errors.

- Specific distancéravelledand mode of transportcollected from
employees

Requirements regarding secondary data
Transportation and distribution of goods/services provided to the Verificationrelated to these downstream activitiemuld be ta

client, where means of transport are no owned and/or operated  _ check whether the generic data are listed in the OEF report in
by the organisation. appropriate section

For chemical companies producing primarily intermediate produ _ check whether the generic data used are strictly similar to OE|

it only includes impacts generated during transportation and  equirements (if applicablei.e. if the OEFSR mentions particular
distribution of products sold by the reporting company in the values to be used s generic data).

reporting year between the point of sale of thep@ting company
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lllustrative requirement Possible verificationactivities

and their direct business customers. - Check whether the generic data used are in line with OEFSR
Examples of generic data requirements: requirements (if applicablei.e. if the OEFSR does not mention
particular values to be uskss generic data but rather guidanoa
type of acceptable generidata sources foinstance).

- Check if tle generic data reported in theEF report are strictly
Use of goods/services provided similar to the generic data implemented in the LCA tool.

Includesdirectimpactsduring the usegphase of goods and services
sold by the repding company in the reporting year.

Examples of generic data requirements:

- Estimated distancéravelledbased on industriaverage data
- National/regional average emission factors

- Estimated energy used based on national average statistics or
product use

- Average N20 field emissions as a function of fertilizer type frot
scientific literature(for climatechange impact).

EOL treatment of goods/services provided

Includes impact$rom waste disposal and treatment of products
sold by the reporting company (in the reporting year) at the end
their life.

Examples of generic data requirements:

- Estimated dsposal rates based on national average statistics
- Estimated emissions or energy use based on national average
statistics

5.1.3 Options for the operational verification of the PEF/OEF
studies

5.1.3.1 Presentation of the levers for reassurance and deriving options

Levers for reassurance

The examination of the control points related to PEF/OEF requiremastaell aghe analysiof the
illustrative verification activitiedased on existing PCRs revedthat there are three major levers to
provide reassurance in ¢hresults of a PEF or OEF study:

B Verification of the methodology z Thisrefers tothe compliance with the purely
methodological requirements of the PEF guidance and the PEFURse
requirements addressgeneral issues related to LCA and environmental
performance accounting such as haw present the objective and scope of the
studies, to describe the unit of analysis, to deal with allocations, biogenic carbon,
etc.

E Verification of the input data z This refers to the checkassessingthe
traceability (reviewof the data collection and dataonsolidation processs) and
reliability (data appropriateness and validitpf the input dataused for footprint
calculations Note that theinput data can be&ategorized as

O Specific or genericdata; or

O Activity data (e.g. mass of material, transportation distance, water or
energy consumptiongndLCldata (unitary module from LCdatabases
ze.g. EF of 1 kWh of electricity in Germany; EF of 1kg of PEF produced
in Europg.
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= Verification of the LCA calculationsz This relates to the checksperformed
within the LCA tool to ensure that the output data (i.e. the results of the PEF
study, including theresourceuse and emissions profilend impact assessment)
is reliable Twomain types of tool verificatiowan be distinguished

O Verification of tool settings (not related to a specific PEF studyz i.e.
appropriate configuration of the tool. This concerfigr instance EF
Indicators and Impact #sessment models (e.g. classification of flows,
characterisation factors)the format ofthe resource use and emission
profile, the nomenclature of flows, etc.

O Verification of LCA modelling (for a given PEF study z i.e.
appropriate implementation of methodological requirements and
input data in the LCA tool

Presentation of the options for EF/OEF compliance systems

The key principladriving the development of the options is that thbest approach for verifying
environmental profilesshall be abalanced mix ofactivities on 1/ LCA rdes and underlying
assumptions 2/ the data reliability andaceability, and 3/ how these two aspis are transcribed in
terms of LCA calculations in the LCA tobttdeed, none of these levers is sufficient in itself to give
confidence in the results of a PEF or OEF stldys the three options presented inTable14derive
from specificcombinations of theethree levers

The three optionsactuallyreferto threeO1 AOAT 1 Avh@hnwere debved\iOrk thd concept

I £ Ol EIl EOAA A®OBAAAIAA A OOIOA T thdhd Hel® dihdnciabadditisee OE 1 U
Table13. The concept is also increasingly uded nonfinancial verification as for instancén CSR

report auditing Through each level of verification, a certain level of édefice h the lesults is
sought. The more intense theverification, the higher the level of confidence should be at the end of

the verification processA more intense verification iigher verification levgl involves a more
thorough verification proceswith more evidercerequired.

Table 13: lllustration of the main differences between reasonable and limited assurance

Main application scope Example of wording of the conclusion
assurance

A Audit of financial information C) i i60 i PETEIIR OEA OADI
Reasonable A Verification of GHG emissi@under EUETS PEF profilés in conformitywith the requirements of the
assurance A Strategic KPIs in the CSR repoftsainly on a voluntan referepce PEFC&nd PEF guidage isfairly stated, in all
basis) material respects

0" AGAA 11 1 00 awdédtdhymaterial A

A Common practice for the verification of CSR indicato o P e ~
modifications thatOET 01 A AA [ AAA Oi

Limited A Level of assurance generally used tol\\ﬂlerify the - assertion that thePEFprofile is in conformitywith the
assurance a;jh)erence to voluntary programs (ICMM AERES”, o4 irements of the reference PEF@RA of the PEF
etc.

guidanced

% nternational Council on Mining and Metalsttp://www.icmm.com/ourwork/sustainabledevelopmentframework/assurance

% French Assoeition of Companies for the Reduction of Greenhouse gésgs/www.epe-asso.org/aeres/presentationa.php
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Table 14: Presentation of the options for PEF (respective\OEF compliance systems

Level of o
b Lever Description
verification

Level 1
(very) limiteg  M€thodology
assurance

Input data

LCA calculations
Level 2

Limited assuranc: Metnodology

Level 1 verificatio

and:

Input data

LCA calculations
Level 3
Reasonable Methodology
assurance

Level 2 verificatio
and: Input data

LCA calculations

Level 3 bi&™ Methodology
(Improved)
reasonable
assurance

__ Input data
Level 3 verificatio

and:

LCA calculations

* See sectiorb.1.3.Zor a definition

AVerification of the PEF report compliance with major (i.e. bSsREF
guidance/PEFCR methodological requirements

A Verification of the reliability and traceability @0-30% of the specific activity
data (based only on documentary checks of activity data)

A Verification of tool settings

A Review of the PEF report compliance with additioriad.(intermediate' ) PEF
guidance/PEFCR methodological requirements

A Verification of the reliability and traceability @0-30% of the specifiactivity
data (based on advanced docuntarny checks, and if necessary other types of
verification activities)

A Verification of the reliability and traceability @0-30% of the generic data (base
on documentary checks)

A Verification of tool modelling for théasicPEF/PEFCR @thodological
requirements in the LCA tool

A Verification of proper implementation d20-30% of the specificactivity data and
correspondingcalculations in the LCA tool

A Review of the PEFeport compliance with additionai.e. advancetl) PEF
guidance/PEFCR methodological requirements

A Verification of the reliability and traceability &0-80% of the specifiactivity
data (basedn advanced documentary checland if necessaraudits review of
data collection procedures, efc.

A Verification of the reliability and traceability @&0-80% of the generic data (base
on documentary checks)

A Verification of proper implementation of thiatermediate PEF/PEFCR
methodological requirements in the LCA tool

A Verification of proper implementation of th60-80% specificactivity data and
correspondingcalculations in the LCA tool

A Same adevel 3

A Verification of the reliability and traceability of 880% of the specific activity
data (based on advanced documentary checks; and if necessary audits, revi
data collection procedures, etc.)

A Verification of the reliability andraceability 0f80-90% of the generic data (base
on documentary checks; and if necessary audits, review of data collection
procedures, etc.)

A Review of the LCA tochs complete as possihle

16 1deal” verification that could be performed by a critical review panel for a highly sensitive product. This option should

not be considered for thapcoming pilots.
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5.1.3.2 Intensity of verification activities for each lever

Verification of the methodology

The methodological requirements of the PEF guidance and the PEFCR were classiGettiriee
categories: basic, intermediate and advanced. Here some examples:

® Basicz Goal definition; Scpe definition; Unit of analysigtc.

" Intermediate 7 Offsets; Resouce use and emissions profile; déitional
environmental information; Enaf-life; etc.

®  Advancedz Land use changaBiogent carbon emissionsral removalsgtc.

A more detailed proposition of categorisation is presentedh\imex 5

Verification of input data

As regards the verification of input data, two aspentedto be considered:he scopeand depthof
data verifcation for each level

Scope of input data

In the options the percentage of data coveragacreasedrom one level to anotherThe data to be
includedas apriority in the scope of verification could Iselectedbased on two key criteria:

B The contribution of the data to the overaltF results

®  The likelihood of incorrect data whichdependson factors such athe degree of
complexity of the datathe degree of complexity of the suppthains, etc.

Depth of verification

The depth of verification refers tthe amount ard quality of evidenceequired. To increase depth of
verification, a rumber of different verification activities could be combinetien possible:

® Documentary checks (esite or sent documents) with possible cresseck
comparison of documents

B Audit of data collection and calculation processes
B Crosscalculations
B Tests and measurements

Within this perspectiveproof that may be judged satisfactory for level 1 verification may not be
sufficient for higher levelsthereforeadditional informaton maybe required. A typical exampie a
complex supply chain or when subcontracting is involvedhis necessity tdook for first-hand
information from tier 1 (or higher tiers) suppliers or from subcontractors.
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5.2 Discussion on the cost of PEF/OEF verific ation

5.2.1 About cost structures and pricing of compliance systems

This section provide a summary of the relevant information found during the review of existing
schemeson cost structures and pricing of compliance systemsuildsi T 001 U 1T 1 OEA OA/
ofcomplAT AAd6 T £ OEA O 1 /AMA GEGE RO @ U OB AGsEchnnxxi3. OAT AAOD
Table 16 summarises the information \ailable on the 14 schemes. This section focuses on the
identification of sources of costs anthe description ofpricing systems found within schemes. For

the latter aspect prevailing price structuresare described, wherthis information is available.
References to individual schemase made tdllustrate noteworthy pants.

Data availability

As regardscost data availability it can be noted thatdr most schemes, there was at least some
information available on price structures, sometimes supplemented with concrete price examples.

The three GHGaporting standards revewed®’are an exception to this as no specific data on costs

could be sourcedwithin the scope of this projecd EAOA OOAT AAOAOh ET DAOO
001 OT AT1 6 OiI1 O1 OAOU OOAT AAOAOKh 1 AAE & Oi Al EGAA
which explains the lack of data on costs; instead, only the reference that eostassociated with

the standard cost of operational emissions verificatisas found for these standards.

Sources of costfor operators/applicants
There are different ways afategorising sources of costs. These include most importantly:
® Direct versus indirect cost®:

O Direct costs are those associated with certification services such as
issuance of the relevant certificate or label, membership fees and the
audits and tests neded to obtain certification. Under this category,
costs can be distinguished further into fixed awnariable costs as well
as costs arising atlifferent stages ofthe process, all of which are
explained below.

B Indirect costs arise when the applicant hasadapt internal processes
and management systems to enablbe meeting of OEA OOAT AAOAS O
requirements.These costs mostly relate to internal resources involved.
These include both administrative costs, e.g. sufficient documentation
to facilitate audits asvell as costs related to improvingroduction or
I OEAO DHOiI AROGOGAOG Ol AA EI I ETA xEOE
requirements. Often indirect costs are high in the initial application

197 pustralian National Greenhouse and Energy Reporting; GHG Progedet | ODT OAOGASG AT A O#i1 ODPT OAOA
QQén ' (' zPodydt Ot @yclé
1% The distinction between direct and indirect costs follows SQ Consult (2Bd2ring a biomass certification systega

benchmark on level of assurance, costs and benefidport for NL Agency.
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period or early years of certification but decrease once new or
improved ystems are in place.

® Fixed versus variable co$!® A good example here are membership fees
compared to quantity dependent fees.

0 An example ofixed costs are membership fees. While these may differ
across applicants based on e.g. different categories amhgany size
defined as staff size or turnover, they areeiikfrom the point of view
of anapplicant.

O Variable costs inade quantitydependent fees,in other words fees
that change with the amount of output for which certification is
sought. In the casef the biofuel certification schemes reviewed by SQ
Consult (2012), this may be tonnes of biomass processed. Other
variable cost drivers linked to output would be the number of
production units (and their distance from each other), making site visits
moretime-intensive and hence costly.

W Costs arising at different stages in a certification process, such as application,
evaluation and usage costd

B Application costs include administrative and other costs associated
with  compiling the information necessary of demonstrating
compliance (these are ofteindirect costssee above). This may also
include costs for training required tgoin certain schemes (as
i ATOGETTAA OT AAO OEA O, AAAT ,5#) %6Qq
mark);

O Evaluation costscan include cas for preevaluation (mentioned in
the case of FSC); costs associated wittird party) certification, tests,
audits andvisitsto check compliance, both fanitial and for orgoing
assessmerd, in many cases yearlgpmpliance monitoring(these are
also calleddirect costsn the RED factsket). All these are examples of
direct costs;

0O Usage costsmay include fixed costs such asembership feesgosts
for label managementand license fes for use ofthe label Again, all
these examples are direct costgaertification.

199The distinction between fixed and variable costs follows SQ Consult (2012).

10The distinctionis taken from the Blue AnggeThe Blue AngeR011.Company Information The Blue AngeBtay Ahead

of the Competition with The Blue Angel!
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Pricing systemsand categories of fees

Pricing systems are analysed according to two dimensid/ the types of fees, which partly mirror
the different sources ofasts as identified above, and Bbw the level of fees is determined acsos
different operatorsusinga schemdand thussubjectedto the compliance system).

B Types of feesz Both fixed and variable costs occur when conmpdy with the
requirements of a given schemas explained aboveMany schemegequire a
onetime, sometimesfixed applicationor admission fegor inthe case of Label
O, 5#) o6 O Eok xdd céstror Kainindpid ongoingannual fees which
can cover both evaluation (@ certification, audits fees) and usage costs (such as
license fees), following theiffierent sources of costs set out abave

B Level of feesz In order to determine the level of fees for differeaperators
within the scheme different criteriawere found such as:

O Total annual turnoverf the operator 7 e.g. Blue Angel, ceification
schenes under the RED

O Number of employees and/onumber of sitesdetermining costs of
evaluatonA8C8 , AAAT O, 5#) %o

O Qutput z i.e. quantity of a product produced that should be certified
e.g. biomass processed into biofuels in the case of ¢hdification
schemes under the RED.

O Type of operator(position in the supply chain}y e.g. dstinction
between producer and trader certificate feesinder the Fairtrade
scheme which areset according to the number of members in a
producer group (more members, largdee) and the size of trade
operators (lower fees for smaller operators);

O Number of years in the schenge.g. inthe Fairtrade schemegVel of
fees are variable over time:the basic annual fee is higher in the first
year;

B Membership typeg e.g.underRSPO andSCschemes distinctiosare
made between individual members, noiprofit and forprofit
organisations; within those groups, costs vary based on geographic
location (e.g. developed and developing countrieand size (e.qg.
turnover and/or number oémployees)

For otherschemes, no systematic information may be available when costs are specific to the
product or manufacturerfor instance, this is the case with

B CE maring: the manufacturer is solely responsible for product assessment and
complianceand therefore costs are individual to the manufacturer;

B NF mark: costs are likewise produspecific

B EU Organic Farming Label: can lead to very different costs per hectare depending
on the country and product.
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A further interesting example is the Austrati NGER in that there are different scenarios as to who
pays the auditing costdn cases of suspected breach of legislation, audits maynbadated by the
regulator and hence would have to Ipaid for by tke audited organisation. Audits undertakeas
part of the generalcompliance strategy are paid for by timegulator.

Examples of prices

The full range of price examples available can be foundahle 16 on page 93. Table 15 below
presents some selected examples to provide a quick overview of price and fee examples according
to the different categories identified.

Table 15. Examples of prices and fees Source: Own compilation based on Annex 3

One-time application fee

QWY o Blue Angel
Examples QY Wy Fairtrade (trader certificate)
Q¥Xe O Qawo Fairtrade (producer certificate)
Annual fee
. - Blue Al tob ber ship f t
- graduated fee QWeé d Ol Qdadhodd. ue .nge(se.e.ms- © e R Sl 0
including certification)
$75 to $5,000 FSC (norprofit organisations)
$100 to $10,000 FSC (fomprofit organisations)
. , QWh dodd RSPO (ordinary member)
- fixed/ bership fi o .
edimembership fee QY o RSPO (small, <500 ha ordinary member)
QWY o RSPO (affiliate member)
QX od RSPO (supply chain associate)

QXh Wy O QQh
) o ee 9 ) . q Global Organic Textile Standard
QXhl Qd Ol QQhl _ . -
) S e ., Fairtrade (producer certificate, year 1)
e QXhXéd Ol QWh ¢ . o
- certification fee Fairtrade (producer certificate, after year 1)
can s, AAAT G ign Yastor p 2
Ql hWoo | ERDKDERX ;:om 1) CHELZE F 20person
(second audit) P
PP PP P
X ©odQ Ol ,waﬁ,AAAI Q,S#) %0 jAAD)—j\IAE
- annual license fee OX WP Global Organic Textile Standard (for the right to
use the GOTS logo on certified textile products)

Table 15illustratesthe challenge in prsenting information in a synthesised way as the vesyghe
different standards use terminology related to categories of costs and fees. Caution should
therefore be taken when interpreting the prices quoted for annual fees, in particular. These may in
fact convey rather different types of cost information as spelled out in the table; for example, they
may or may not include costs associated with certification.

It would be interesting to have a better understanding of how these costs relate to overall

production and/or marketing costs. Little information has been found on this, however. In the case

of the GS mark, it is indicated &h the average cost for a test igsignificant compared to overall

production costs. For the EU organic farming labbk shae of certification costs is estimated to be

aroundQm 1T £ OEA EAOI 80 O OAT OO00T 1T OAO AdndingfoinT AAT T U
0.1% to 2.1%, depending on the product and the country) in 2008
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Table 16: Summary d cost-related information from 14 selected schemes

Source: Own compilation based on Annex 3

Sources of costdor operators/applicants Scheme pricing system Examples of prices

Australian
National
Greenhouse and
Energy Reporting
(NGER)

Standard cost of operational emissions
verification, but no systematic eante third-party
verification.

Blue Angel
(Blauer Engel)

Costs ca be divided into 3 parts: application,
evaluation and usage costs.

CE marking Costs are ssociated with conformity checks and
drawing up technical documentation. Certain
products require an authorised third party
(Notified Body) to carry out the conformity
assessment procedure. These Bodies are
authorised by national authorities and officially
Ol 1 OEAEAAG O OEA #1i
NANDO (New Approach Notified and Designate
Organisations) database.

EU Organic
farming label

Cost is composed of certification fees, efforts fo
documentation, preparation for the control visit,
the control visit and the possible followp visits.

bion/k

by Deloitte.

Its cost would vary depending on the complexit No detailed information.

of the verification scope, the number of sources But to note that in cases of suspected breach 01
to be verified, and the availability of data. The legislation, audits may be required, paid for by t
cost of verification can increase in cases where audited organisation. Audits realised as part of
internal management systems are poor, often the compliance strategy are paid for by the Cle:
resulting in substandard data archiving, and Energy Regulator.

where an entity fails to demonstrate that

emissions data has been sufficiently monitored.

The more complex and muttayered a product o1 One-time application fee and a graduated annui
service is, the more extensive the evaluation  fee.The fee amount is based on the total annue
requirements and their ensuing costs become. turnover of all products or services within the
Basic Award Criteria for each etabel according
to the schedule of fees.
Costs for running a compliance system would
come in addition.

Costs vary according to the manufacturer and tl No joining fee and no annual fee.

type of product. Costs are minimal where the  Manufacturer is responsible for product
assessment can be carried out internally. \ihe assessment and complianggpricing system is
third party assessment is needed, the cost will not available.

likely be greater.

Cost seems to depend on the products concern
the siz of the organisation, and the turnover.

Onetime applicatonAAd, QWY o

Annual graduated fee varies according to the
annual turnover. There are 7 different categorie
Ol QqQwysaon AADPAT AEI C |
OAT CA £O0I T QqQuvéaod O Qa

Not publicly available. All costs are individual to
the manufacturer.

Costs vary by Member State. The share of
certification costs is estimated to be in a range |
om 1 £ OEA EAOI 80 OI OA
less of the retail sales price (from 0.1% to 2.1%
depending on the pduct and the country) in
2008. Example of cost: in France in 2011 for
example, a vegetable producer who owns two
EAAOAOAO PAUO AAI OO i
grain producer who owns 50 ha pays between
QYYoe AT A Q¢ oo DAO UAA
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Sources of costdor operators/applicants Scheme pricing system Examples of prices

Forest Cost is associated with prevaluation, evaluation Varies according to the size of the organisation O & E @A A &
Stewardship and annual stveillance audits.

chosen, the complexity of the business, whethe body.
other management systems such as 1SO14001
ISO 9001 are already in place.

Al 000 EI1 Al OAA Examples of annual fixed costs:
the number of individual sites, the geographic = Additional coss for the operatorelates to the
Council (FSC) location, the FSC accredited certification body certification services provided by the certificatio

Individual members vary by geograjgh
location, $100 pa in the north and $38 pa i
the south.

Non-profit organisations vary by geographi
location and size (small, medium, large, ar
very largez as determined by the number c
employees and annual turnover), fee varie
from $75 to $5,000.

For-profit organisations vary by geographic
location and size (small, medium, large, ar
very largez as determined by the number c
employees and annual turnover), fee varie
from $100 to $10,000.

GHG Protocoz ~ Cost of compliance is associated with the Cost of verification can increase in cases where N/Az No compliance costdrmally linked to the  N/Az No compliance cost formally linked to the
O#1 OPI OA standard cost of operational emissions internal management systems are poor, often initiative initiative
O#i OPI OA verification. However, no compliance cost resulting in substandard data archiving.
Chain (S¢ DA  formally linked to the initiative. Additional verification of data may be required i
Accounting and instances where an entity fails to demonstrate
Reporting that emissions data has been sufficiently
Standards monitored.
GHG Protocolz  No compliance system built into the initiative, = Cost depends on the complexity of the N/Az No compliance cost formally linked to the N/Az No compliance cost formally linked to the
Product Life ADAOO A£O0I 1 OEA DOI Bir0 verification scope (i.e. complexity of the produc initiative initiative
Cycle Accounting external verification) provided through guidance whose carlon footprint is being evaluated), the
and Reporting in the Standard. Hence costs are associated wi number of data sources being verified and the
Standard the standard cost of operational emissions overall availability of data. Cost of verification ci
verification. increase in cases where internal management
systems are poor, often resulting in substandar
data archiving.
Global Organic  Cost is linked to initial assessment and Cost depends on the location, size and éypf Annual certification cost and annual licencefee ! 1 1 OA | AOOE £ A AOGEI 1
Textile Standard compliance monitoring. entity, and the type of product. (for the right to use the GOTS logo certiied QQh ddd8 ! 11 OA i EAAT A
(GOTS) textile products).
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Sources of costgor operators/applicants Scheme pricing system Examples of prices

Each tariff depends on the certification body an No specific information apart from what is

GS Mark

International
FAIRTRADE
Certification
Mark

Label LUCIE

Source ofcosts: tests and audits (including for
surveillance), the translation review of the
installation and use manuals in German langua
can also be included; admissions fees;
management of the certification: issuof the
certificate and followup ofthe file;label
management, including promotion in and outsid
Europe.

Cost is composed of théemand for certification,
the initial inspection, and the annual audits

on the product type.

The variable part depends on the number of
working days required to inspect the producer
group. A full Fairtrade audit can last from four

days for a small producer organisation andtap Basic annual fee which charges more inthefirs QX h 1 Q@ Oi

mentioned under sources of costs.

Pricing is separated between producand trader
certificate fees.

six or seven weeks for the largest cooperatives year and withthe option for additional charges.

The time the auditor spends on the ground

depends on the size of the producer organisatic Fees differentiate between small and large

its complexity, and the number of certified
products it is seeking to sell.

operators; and according to number of member

in producer groups (more membersydger fee)

The cost includes the initial traimjj onlSO 26000 Cost varies according to the size of the compar Annual fee and on®ff fixed costs for training;

Al A OEA O, AAAT |, 5#) %6
and their reports (the initial audit and the 18
month evaluation), thdicense fee for the usef
the label and the services from the LUCIE

bion/k

by Deloitte.

variable cost for evaluation depending on the
number of employees, the number of sites and
the turnoverof the company.

No comprehensive information puicly availdle.

Indicative information from 2007 mentions
AOAOACA AT OO0 A5000 (thpe of
costs covered not specified); deemed insignifici
compared to overall production costs.

Prices for producer certificate fees vary accordi
to 3 grades. The basic certification fee for Grad
organisations for thdirst 12 months varies from
QQhT ¢ ® AAAI
members. Following the first year, the annual fe
OAT CA EOIT 1T QXhXéad Ol
AEAOCAA &£ O AAAEOEITA

initial processing installation & j £OT [ 1
Qawoqs

For 2and & grade organisations there is an
ET EOEAI AA1l OOA1 OOO0OO0OA
year, a basic fee applies which varies according
OEA 101 AAO 1T £ 1 Al AAOGO

After the first year, this basidfA OA OE A C
O QXhwYesg ! AAEOGEI T Al
AAAEOGEI 1T Al DPOI AOAOO Q
DOi AAOOGET ¢ ET OOAI |1 AOE

For trader certificates, there is an application fe
I'T QYwYy xEOE AAAEOEial
AT 1 Bl EAT AA j ET Al OAET ¢
AT A 31 AEAT 1 OAEO QRod
Annual certificate fees vary between large

i DAOAOT OO0 jOXhRpi oq Al
Additional charges exist where there is a large
Or1 01 A 1 £ ®ahdaddiidhal j QX
DOl AGAO AAOACI OEAO j Q
)T EOEAI OOAE]I ET Cd QR
Evaluation: variable cost for example, for & 20
PpAOOI T Ail PAI Ud Qi hwoe
QxXhi Yo £ O OEA OAATTA
The license fee is a variable cost that amounts
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Sources of costdor operators/applicants Scheme pricing system Examples of prices

NF Mark / NF
Service

Renewable
Energy Directive
(RED)z
Sustainability
criteria for
biofuels in
Directive
2009/28/EC

Roundtable on
Sustainable Palm
Oil (RSPO)

community

Costs cover the review of applications,
evaluations and compliance controls.

Costs can bepdit into two categories, namely
direct costs and indirect costs. Direct costs
include certification fees and auditing costs.
Indirect costs (admin and costs related to
sustainability compliance) can vary greatly from
one company to another and can leadan
increase in the product cost of up to 30%.

The cost of the certification scheme is compose
of the cost of the initial audit, the surveillance
audits (once a year), RSPO membership fees,
palm oil trading fees and trademark licse
compensations.

The cost associated with this compliance &ys
depends on the product category.

Fixed joining fee and ongoing charges for audit:
and compliance controls.

Membership fees are generally based on prope Annual membership fewith additional charges

size, amount of feedstock processed or yearly
financial turnovers dependent on the company
profile and cannot be estimated with certainty

The cost of the audit depends on a variety of

for certification and output.

See sources of costs for the different types. The

factors such as the size of the organisation or tt annualmembershipfee varies according to

certification body chosen for example.
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membershp type as set out in the examples.

0.01% of the annual turnover with a lower liroit
X oovdQ AT A Al OBPPAO |

example, fora2®@ A0O0T 1 Ai i DAT (
three years)

Costs are setut in certification guideline$or
specific product (groups). As an example, the
Al OO0 &£ O . & #EEI AEdkI
follows:

1  Cost of the examination of the application
Il O AROOGEZAEAAOQEI T ¢
QWaQ j AgAl OAET ¢ OAg

T #1 00 T £ OEA AOAEO(
(excluding taxes) per day (usually one to
three days are needed of the audit)

1 CostoE NOATI EOU OOOOAE
i AoAl BAET ¢ OA@GROQ o
DAO POI AOGAOG AAOAcCT C
taxes) fee for using the mark.

1T 1T OAT 1 Al A A CobEm@ndiAgfoA

OEA Al I PATUBO AT 1 OAI

#AOOCEEEAAQGEI T AEAAd QY

available for fourth site.

Fee per metric ton of biomass: Ethanol, 0.027;

FAME,0.035; and Biomethane, 0.5.

Annual membershiffee varies according to
membership type:

1 / OAET AOU 1Al AAOqd Qu
T | OAEI AOU i Ai AAO j Oi
1 ! ££E1 EAOGA | Ai AROd <«
T 30PpPI U AEAET AOOI AE

bion/k

by Deloitte.



Chapter 5 9 Building options for PEF/OEF compliance systems

5.2.2 Key factors having an influence on the casof PEF/OEF
verification

Based on the work presented i@hapter 5 major factors having an influence on costs were
identified. A discussion on these factors is presented in this chapter.

1/Level ofassurance leing sought

The primary factor having an effect on ces$ the level of assurance expectgdm the verification
activities. Reasonable assuranaequiresmore thorough verification thatimited assurancend as a
consequencethe workload and associatedosts also increaseThis is mostly due to thér more
evidences to verify a particular point ana telated verification activitiesbeing more time
consuming (omsite audits, interviews, review of procedures etc. instead of basic documentary
checks).

2/ Maturity of the internal procedures of the PEF/OEF reporting company

A company having wefltstablishedprocedures in particular for dateollection, traceability and
calculation will be much simpler taudit than a companyin whichinformation is notcollected and
presentedin a standardized way and disseminated in various departments.

For instance, a recommendation of the PEF guidance is to implement a data management plan.
Although recommended, this is not a mandatory requirement. All other things beiggal, there
could be important discrepancies in the verifiicem workload and related costisetween a company
having a data management plan and a company not having one.

3/Requirements of the PEFCR

The level of stringency of the PEF@&yarding the mandtory use of particular generic data, the
number of primary data, the complexity of requirements on e.g. additl environmental
information z all these aspects will clearly have an impact on the cost of carrying out a PEF study as
well as performing veri€ation.

A PEFCR whichas deliberatelyreducedthe number of primary activity data téocus only orthe

most impacting aspects will have a positive influence on verification costs. Conversely, a PEFCR
leavingroom for interpretation on crucial aspects guas the reference flow, the scope of the study

or the specific/generic data to be used can significantly cacapt the verification and thusicrease

the verification costs.

A typical example of this latter point can be found in PCRs f& Trvthe Frach PCR, the surface of

the screen is the key specific data to differentiate products. Companies can then use a generic life
cycle inventory for screen manufacturing (expressed irf ofnscreen). Thus, the two verifications

are 1/ to check that the surfacg correctand 2/ the right LCI was used for screen impacts.

)T OEA %0s$ OUOOAI h OERTLAD#panel érufectutihg &h® BCDAGAUI® E A C
assemblp OET O A AA OAEAT ET O AAATOT O EI OEA OU
environmentalimpacts of the manufacturing phase. This means that the number of verifications to

be made in order to ensure that environmental data used for the screen are correct is potentially
much higher than in the French system.

b|0 “" Investigating options for different compliance systems for PEF and OEF declara| 97
by Deloitte.



Chapter 5 9 Building options for PEF/OEF compliance system

In most advanced fields with good BCknowledge, the PEFCR requirements may be designed in
such a way that roorfor uncertainty is very limited (this also point 5 below).

4/ One-shot verification or process "certification"

Given the rapid renewal of product ranges in some sectors, it ifylikat certain companies will

perform PEF studies repeatedly. In that context, a key factor to reduce the cost of verification would

be to shift froma "one-shot" verification approach (where verifications are carried for each- PEF

study) to a "builin" compliance where the idea is to developals and procedures that ensure

compliance with some of the PEF requirements that a related to a specific PEF study. This

possibility currently exists in the International EPD systthrough OP O1 AAOCE 1 A'%s8eDE AEAA O
section5.3.9. Similarly, fithe tool OOAA Al O OEA 0 %&U®A Géchagthe SME O ALE
tool to be developed by the EC for the PEF pilottauld be aool endorsed by the EUnost of the

tool settingsverification could be done ondg.e. when developing and testing the to@hd not for

each PEF study

5/ Maturity of PEF/OEF practice in a given field

The effect of the learning curve should also be considered. The more PEF profiles for a givert produ
category will be publicly available, theasier the verification will becomeand the costs will be
reduced. Indeed, with numerous benchmark values available, it will be easier for verifiers to identify
anomalous results (i.e. outliers) and pinpoippssible mistakes in input datar calculations. In
addition, with anincreasing number of BF reports publicly availableyerall knowledge on the key
environmental issues of a given product category will increase which will help to fecification
activities on the crucial points.

5.2.3 Potential costs of PEF/OEFRverification

The objective of this sectiois to providea rough estimate of the costs(borne by operators) for the
PEF/OEFompliance systemThisestimation is made in the context of the detergetase study
and is basednthe following aspects:

®  Price dhta collected ér existing schemessgeTablel5);
H  Assumptionsonthe general context in which the company operates

" Additional information collected from AFNOR on the co$tsrne by operators
under the EuropeanEcolabel scheme in Fran@s well as general rules of this
scheme at European level

Key assumptions and related cosstimations are presented ifiablel7

"The hternational EPO® System 2013. General Programme Instructions for the International EPD® System 2.01
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Table 17: Tentative costsfor operators/applicants

Assumptions on context

> A mediumsized company operating in Europe.

> The company designs and manufactures the product in a unique industrial facility

> The product is a detgentanda PEFCR has been developed for this product category.

>ThirdDAOOU OAOEAEAAOEIT EO OANOE OAlkesl 24Linked hshubrAdé &isidefined iA C
section5.1.3

> Appropriate internal procedures for data management within the company (see sebtd);

>(Dneshot verificatio® ADDPOT AAE52320AA OAAOQEI 1

Assumption on cost structure

Reasonable assumptidoased onTablel5 Possible
One-time application fee ~(600 range depending on company s2800z Q1500
(inspired byEcolabel in France)

Reasonable assumptidmased onTablel5 Possible
range depending on company si200z Q10000

~(2,000 (inspiredby Ecolabel in France for lower limit and
from EU rules for upper limit: in theory up to
‘25,000 for Ecolabel)

Annual fee(not including
certification costs)

>Based orBIO experience in the field of
environmental labelling andritical review: 3 to 5
days.

> Based on informatiorfrom AFNOR and auditor:

>Verification activities based 0 Thjs cost include the audit preparation, the one

documentary checks{b000 Al o~
Certification costs pne-shot, i.e. Y y day visit and postvisit tasks.

one product) .
> Oneday audit in operator  Note that a major unknown is the numbef

premises~(2,000 additional visits to other actors in the supply chai
(such as suppliers) that may be requir&tiis
depends on the supply chain structure (e.g. does
the company produce itself thdetergent or is
produced by a suppli&y
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5.3 Possible directions for the future PEF/OEFcompliance
system

Complementary to the operationaptions presented in sectiorb.1.3 the present section proposes
three possible directions for the future compliance system that could be applied to PEF and OEF
dedarations.

5.3.1 Four dimensions to differentiatecompliance systems

Firstly, bur maindimensions characteising thedesignof a compliance systemwere identified from
the review of existing schemeJhese dimensions were retained theyare considered as the most
effective to differentiateschemes.

" Approachfor verificationactivities
O Balance between eante and expost verification

O Level of involvement of thirepbarties no third party,third party under
certain conditions, sysimatic third-party verification

O Definition of control points riskbased approach (i.e. focus on
requirements where the probabilifgravity of nonrcompliance is
higher) or other approach (e.g. exhaustive controls).

"= VAOEEAEAOO OAAT OUOOAI &
O Level of interaction between verifiers and scheme owsjeranging
from: 1Nerifiers are part of the staff of the scheme owner (drgthe
case ofGreen Seal)to 2/coordination of verifiers delegatedby the

scheme owner to other competent authoritigg.g. in the case oEU
policies;

O Functioning ofthe certification marketfor a given schemeranging
from 1/ open to any certification body but regulatedhrough
accreditationto 2/ monopole of one certification body

O Functioning ofthe accreditation market for a given scheme i.e.
several possible accreditation bodies or a single accreditation body for
all authorised certifiers.

®  Product/sectoraktructuring

O Produd/sector coverage of the scheme and related adaptations of the
compliance system to a product or a sector, ranging frdrha single
type of compliance system for all the products/organisation to 2/ the
possibility to have various modules (i.eubssystems of compliance)
within anoverarchirg compliance system (g. CE marking)

O Value chain coveragand type of operators submittetb verification
producers only, producers and traders, marketer (i.e. entity putting the
product on the market)
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Goveanance and stakeholder involvement

Level of involvement of layerdstakeholdersn the development of the
schemerequirements andin their translation irto verifiable control
points.

Possibility for private parties to propose new products (e.g. Blue Angel,
NF Enviromement) or verification procedures (e.g. RED) under a
scheme.

In addition, a crosslimensioral aspect relates to the generdhttituded adopted by the scheme
owners and verifiers towards operators. Verification controls can be perforasegartof a learning
and continuousmprovement processaimingat improving the compliance of an entire sector aaid
convincingall the players of thdenefit of being compliant. On the other handerifications can be
performed in a more regulatory mind set,it an aim to remove from the market the worst
performing products and théreeridersd

Box 2 z About the risk-based approach for verification activities

The overall objectivef arisk-based verification approacts to prioritizeverification efforts by assessed risk
It is based on a risk assessment aimingdantifying and ratingrisk factors.Riskassessment can play a rol
at different levels in compliance systems

1/ Risk-based approach carbe used to selecthe overall design of the compliance sgtem z i.e. in case of
PEF/OEFthe choicel £ OAEOAAOQEI 1 06 AB2DOAOAT OAA ET OAAOE
Based on thdevelof risk associated with nolwompliancefor a given product/sector,ite nature and intensity
of verification activities will be adaptedThekey idea here is to put more emphasis on the verificatioi
products/sectorsvhere a false declaratiowould have bigger consequences.

For instance in quality/safety schemeghe consequences of nenomplianceare more serious for product
such as motorcycle helmets or laeid than for office productsin the case of PHBPEF, a false
(underestimated)environmental footprint declaration would not lead to safety issus#t consequencesn
terms of environmental irpacts may behigherin the case of a vehicle or a household appliance (en¢
consumption during use phasbkigger environmental impacts) thaim the case oén office productsuch as a
pencil.

Therefore, depending on the product category and its risks, tbempliance systemused withina given
scheme cariffer: for products with minimal risk, an optiowould be seHcertification whereador products
with greater risks possible optionsvould be tests, audits othird-party certification.

2/ Risk-based appoach can alsoplay a role in the definition of operational verification activities z i.e.
definition of control points and/or proceduresfor verifiers as presented in sectiorb.1.3

Even once the overall design of the scheme has been défand requirements clarified, ridkased approach
can drive the operational checks performed by the verifier.

Typically an auditor may startts audit witha risk-assessmenstep, consideringnumerous factors including
current and prior audit experiencef the verified companysufficient or poor intenal controlson processes
and tools used for data sourcing, collection, management and reporting. Jteisis key to déermine the

verification approach The objective is to focusn ontrol points related to requirementswhere the
probability of non-compliance is highem order to optimize the balancéetween the level of assurance
reliability of the verification processn the one hanénd time/costson the other hand.

In addition, the auditor must take into consideratidhe risks that theverificationactivities are not properly
done. A risk assessments can be done in otdeidentify, in the verification procedurethe elements that
could potentially affect the quality of the outcome of the verification procesgssee able below for
illustration). Based on this analysisf (verification risld, aspect such athe minimum competence standard:
needed byverification activities can be defined.
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Review of LCA Allocation rules not - Methodological review done by an
methodology properly checked Hilizing oL experienced LCA verifier

Verification of data S .

traceability and reliability No possible conclusion :{1%"3:222&1%2:33?3{; szr:glf Eftf?nre

T review of data Insufficient audit sample  on the reliability of the A | verif Y p h
monitoring and tracking profile enwro?me_r]l_ta verification (more than 5
systems year of verification practice)

5.3.2 Proposeddirections for PEF/OEFEompliance system

Note that the order of presentation below does not reflect prioritisation.

1z Strengthening existing systenfor PEF/OEF

Proposition 1 idased on existing PEF/OEjaidesz section on critical reviewy, the GHG protocol
approach, and the feedback frothe Quebec™?pilot on productcarbon footprint This proposition
is applicable to any type of scheme.

Approach for verificaticectivities

®  Verification activities are performed eante possibly during or at the enof the
PEF/OEKtudy;

H  Systematic thirdparty verification;
® The general verification procedures/rules are defined at EU fEvel
6 AOEELZEAOO OAAT OUOOAI o
" For all public declarations (either with or without comparative clainfeaew
teamis built up and incldes

O a critical reviewer who is in charge of checkihg compliance withthe
methodologyz i.e. PEF/OEF guides and relev&iiFCRB/OEFSRs

O an auditoris in chargeof checkingthe proofs related tothe specific
data (i.e. genericdata) used in LCA calcuii@ans. If required the auditor
has the right to audit other operators ih¢ value chain (e.g. suppliers);

0O an LCA practitioner Which can be the critical reviewethat will carry
out verification ofthe LCA tool used by the reporting company for the
calcuations.

¥ Forstudies with a comparative assertion to be disclosed to the public, an expert
of the sector/product under consideration must be integratedo the review
team. In particular forcrosschecksof data (.e. ensure the plausility of certain
technical datasuch as the energy consumption opeoduction process) based on
his/herknowledge of the sector.

"2This pilot includedspecific work on verificatioactivities (critical review and audits).

3The development of verifications rules can involve stakeholders through a public consultation. Rules can be developed

by the Commission or by another entity to which the Commission has delegated this respownsibilit
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Value chain coverage and type of aes submitted to verification

B Operatorsrequired to undergahe verification are in priority theentity putting
the product on the market)When firsthand information is a requirement of the
PEFCR/OEFSRhe verification may requirecontacting tier-1 (or higher tiers)
suppliergsubcontractorsn the supply chaipuntil auditable information is found.

Governage and stakeholder involvement

® Companies and other stakeholders can be involved in the development of
PEFCRs/OEFSRs, and possibly in the development of associated verification
procedures (definition of specific control points for each product/sector
categay).

2z Limited involvement of public authorities

Proposition 2 is partly inspired by th&ustralian NGER schema&s regards to thetsong balance
towards surveillance activitiesand by the ELRenewable Energy Directivas regards therules
developed byindustry. In this proposition, the involvement of public authorities remains limited
with the view of limiting costs borne by public authorities. Public authorities focus on surveillance
and operators themselves define the operational rules.

Approach for wificationactivities
B No systematic exante verification before declaration.

B Strong balance towards surveillance activities of RHEF declarations.
Verification isinitiated by:

O Suspicions public authorities may have regarding a PEF or OEF
declaration;

O Caomplaints or concerns expressed by stakehokldcitizens, NGOs,
companies) through a dedicated procedure;

O Product/sectordependent risk approactinspiredby CE marking;:

A The nature and intensity of verification activities will depend on the
product categay/sector, based on the risk associated with non
compliance. The idea here is to put moemphasis on the
verification of PEF/OEF declarations where a false declaration can
have bigger consequences for EU consumers and society as a

whole'**

A The seriousnessf a false declaration could be assessed based on
the size of the market, the average environmental impacts of the
product category, and thexisting EURMIEErP studies.

4 An illustration of this is that the gravity of a false Pafefile may be lower in the case of a pencil than in the case of a

vehicle or a household appliance (energy consumption during use phase, bigger environmental impacts). The approach
here is shilar to product safety schemes where thensequences of neoomplianceare more serious for products such
as motorcycle helmets or ladders than for office products for instance.
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A It is specified in PEFCRs/OEFSRs which verification instruments are
employed for each articular product category or sector.

®  Operators could be requiretd publish a seldeclaration of conformity
6 AOEEZEAOO OAAT OUOOAI o
B Surveillance grifications are performed by experts accredited by national

accreditaion bodies and registered by public #norities. Experts must prove
their skills and experience to be accredited.

®  Exante verification activities (conformity assessments) are perfornadrnally
by the operator$™ Control points are sufficiently clear so that there is no need
for verifiersto havestrong qualifications in the field of LCA methodology.

Governance and stakeholder involvement

B General requirements for PEF/OEF declarations are provided in PEFCRs and
OEFSRs

®  To demonstratecompliance with thee criteria, operatorsof the correspondig
sectosAAT AAOAIT | éompbdnde rocddvi@sy GCEAO AAT AA OAAT CT |
by the EC.These procedures provide more detailed rules and clarify control
points to piove compliance during conformity assessmenghen elevant, the
procedures includspedfic rules to ensure the traceability alorthe value chain.

Proposition 3 Certification cycles

This proposition isinspired from schemes using a certification cycl&aftrade, FSC,etc.) as
presented in sectiol.3.2

Approach for verificaticerctivities

B The ompliance system is based on certification cycles with initial certification
and surveillance through monitoring and renewal activities.

H The period of validity of the certification and the types of opera in the value
chain that need ceificatesdepend on each product category/sector.

6 AOEEZEAOO OAAIT OUOOAI o
H  Certifiers are accredited independent third parties
Governance and stakeholder involvement

W Certificatesare notawardedfor a specific PEF declarman related to a given
model but rather as a proof that the company is authorised to make PEF
declarations on any models it may produce in a gigerductcategory.

" The general verification procedures/rules are defined at EU level.

"3py individuals that aréndependent from the team which performed the PEFEFstudy.
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Complementary option fo Proposition 3z "Process certification'instead of "oneshot verification"
(inspiredby the international EPD system)

For companies performing PEffespectivelyOEF.)studies on a regular basend consequently
producing numerous PEF profilegfor instance, when the same bas product exists in various
colours,sizes,materials, with additional improvements, etc.) there is a need to simplify and shorten
the verification proces$or a given PEF study

In order to meet these needs, the compliance system daotlude the possibility for the company
carrying out the PEF study to perfarthe verification procedurédtself, with the intervention of an
internal verifier (being indepement from the team performingthe PEF study Therefore, PEF
declarations couldbe issued without a thireparty critical review being performeeach time

The underlying ideais that if PEF studies are performed repeatedly, the company will naturally
implement internal procedures for data collection, calculations and development of PEF
declarations. In this context, the purpose of the "Process certification” is to have these procedures
verified by an independent third party. The process certificati@sessment takeshe form of a
quality assuranceheck of the internal competence andilis in an organisation to:

B Conduct the calculations according to the reference PEFCR and PEF guidance;
B |ssue PEF declarations according to the reference PEFCR , and PEF guidance;

B Have procedures and workflows that ensure sufficient reassurance on the
reliability of the PEF profile.

This process certification could be performed annually by an accredited verifier, regardless of the
number of PEF studies carried out during the year by the company.
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Chapter 6. Conclusion

6.1 Key learnings

6.1.1 Findings of the review of existng schemes

P Adiversity in existing schemes which in turn favours a diversityof compliance systems
Among theinitial list of 27 schemes wide diversity was observed in terms of:
B Scopez Productor organisationoriented scheme
B Topicsz Environment, socialquality, safety, etc.;
B Regulatory frameworkz Voluntary initiative, mandatory policy;
B Schemeownersz Private or public schemes;
B Geographical coverage national, EU, international.

The crossanalysisfocusing on the design of the compliance systems asoweda wide variety of
features as summarized in the table below

Table 18: Summary of possible features observed in compliance systems

How are the rules of the scheme structured?

Requirements for Standalone General Pinciples Generic standard: No generic Requirements
operators: document and national and praluct standard, written in law
versions standards product-specific

requirements only
Guidance for operators Additional guidanceprovided by the scheme Certifiers explai to operators how they work

owner and how they will assess compliance with the
standards.

Guidance and Requirements and/or guidance can be developed for Hpiadty verifiers.
requirements for Requirements for certifications bodies available
verifiers In somecases, such procedures are intentionally not made publicly available
Stakeholders involved in Any actor interested in Procedures for standards Voluntary schemes recognized kt
the development of the entering the scheme ca development and revision based institutions
requirements propose requirements on identification and consultatior (Case of the RED)

of affected stakeholders as well .
possible public consultations

How are verification activities carried out? |

Parties involved in First-party verification Third-party verification
verification Firstparty verificaton The owner of the ~ The owner of the Verification activities
possible, under certain scheme is the scheme created a carried out by an
conditions certifier separate entity for independent
certification registered certification
body
Scope of the assessmer Focus on the product itself and its measurat Verification of characteristics that are mostly
technical characteristics invisible in thefinal product
Schemes tackling issues related to quality o In schemes related to sustainability issues,
safety verification activities have to cover the entire
value chain including the producers and the
traders.
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Balance between &- Thorough initial conformity ~ No prior third-party verification Certification cycles

ante andex-post checkbut no followup required before declaration bt

verification activities checks in case of suspicion

What is the governance of the compliance system?

Governance In certainEUpoliciesschemesa competent authority implements its own compliance systen

who has authority and  each Member State. The final decision on the compliance orcmmpliance of an operator is
decision-making power? made at the national level.

In international volutary schemes suctan important enphasis is made on the governance
structure. It is essential for the credibility and transparency of such schemes that the powe
remains balanced between sectors, regionsdagrivate and public interests.

Several factors play a role on a compliance systeinO OAIl EAAE]I EOU

Factors increasinghe reliability of acompliance sgtem are listecbelow. It must be underlined that
a single factor on its own cannot make a scheme reliable or unreliable. Instead, a given factor plays a
role in the overall reliability, file interacting, influencing and begninfluenced by other factors.

Table 19: Factors increasinghe reliability of a compliance system

Reference / compliance with

. . B The £heme explicitly refers to one or several standards of the ISO 17000 set
international verification standards

The initial assessment includes documentary check, testing when relevant, a
interviews, etc. The initial assessment also applies to the sugminc

Surveillance is undertaken every year with a complete analysis (similar to init
assessment).

Intervention of a verifier External and accredited verifier required.
Validity of the proof of compliance  The proof of compliance is valfdr a limited and short time (e.g. one year).

The standards are adapted to the type of products, the type of operators usir
the scheme (small producers, traders, etc.), the operators have a period to

Initial conformity assessment

Surveillance

Flexibility remedy instances of neagompliance. The erification procedure and its costs ar
adapted to the type of operators and their means (in terms of human or econ
resources).

The standards, the verification guide and requirements, information on

Transparency complaints and their resolution, theosts, the cases of misuse are available an
highly transparent.

There is a considerable effort regarding traceability, records are kept for a de

Traceability time (more than 5 years), a control system for the verification of compliance ¢
traceabilty is implemented along the supply chain.

Management of invisible There is an irdepth verification of embedded/invisible impacts: the verificatior

characteristics includes onsite inspection of supplier sites and interviews of stakeholders.

Consequence®f non-compliance and Misuse can lead to sanctions such as fines or prosecutions. The operator ha:

misuse correct the noncompliance in a determined time frame.

The scheme is developed and implemented by a rastiikeholder organisation

Governance

with various interests represented (e.g. NGOs, companies, associations, etc.
Recognition The label is internationally known and recognised to be reliable and credible.

High certification success rates are commonly observed

This can be explained by the téide adopted by the scheme owners and verifiers towards
operators: verification controls can be performed in the spirit of learning and continuous
improvement, aiming at improving operator practices and giving time to take into account
observations madéy verifiers.

Although observed success rates are high, most of the operators undergoing a certification process
have to provide corrective measurethe share between minor and majaorrective measures
varies according the schemes.
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P De-certification due to a complaint remains rare.

Complaints procedures initiated by thixplarties appear to have relatively limited overall impact on
deAAOOEZAZEAAOQGEIT AOO OEAU AOA AOOAT OEATI &I O OEA

6.1.2 Findings of the WTO rules analysis

» WTO ontains a number of disciplines that may be of relevance for an EU PEF/OEF scheme;
which ones will, however, depend on the binding/norbinding nature of such schemes
The most important rules are contained in the TBT Agreement and the GATT.

In light of receat WTO case law, regulatory measures that do not force economic operators to
disclose and communicate a PpFofile (i.e. the results of a PEF study) of their products, but only
Al 1T x OEAI O 1 AEA AAOOAET Al AEI QGpritd Athek GsBthe O
EU PEF scheme (including its compliance system), would have to be considered a technical
regulation under the TBT Agreement.

P WTO law is mt addressed at private actors

Any private scheme laying down requirements for products or oiggion, but not linked to
mandatory legal rules is not subject to any specific WTO obligations

This applies by extension to compliance systems that are part of such schemes.

P For EU measures on OEF, WTO law will only become relevant to the extent that treeschemes
have a trade component

6.2 Recommendations

P Implement the following best practices
Terminology
B Useand refer to applicabléSO standards and CE regulations definitions
Design and structure of the requirements of the scheme
" Develop generic standards andqutuct/sector standards
®  Develop additional guidance for operators
B  Develop guidance and requirements for verifiers (e.g. clarifying control points)
® Involveall interested partie$n the developmenof requirements

Verifications activities

O the level of risk associated with narompliance, (similar approach as,
for instance, in quality/safety schemes);

© the level of reassurance being sought to ensure the overall credibility of
the scheme, for instance sustainabilityrelated voluntary schemes;
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O the existing constraints in terms of costs, resources, available
techniques, etc.

B Prefer thirdparty verification whenever required (i.e. linked with the required
intensity of verification)

Governance of the compknce system

B Governance of the scheme must favour mydirty involvement (important for
scheme acceptability, credibility and recognition)

P Use jointly three levers for providing reassurancen PEF/OEF declarations

The examination of the control points re&d to PEF/OEF requirements as well as the analysis of the
illustrative verification activities based on existing PCRs revealed that there are three major levers to
provide reassurance in the results of a PEF oF ®fady. Howevemone of these levers sufficient

in itself to give confidence in the results of a PEF or OEF study.

Therefore, he key principledriving the development of the options is that the best approach for
shall be a balanced mix attivities related to each levet/ LCA rules and aerlying assumptions 2/
the data reliability and traceability, and 3/ how these two aspectsteanscribed in the LCA tool.

P Use jointly three levers for providing a reassurance on PEF/OEF declarations with a proper
balance between cost/simplicity/stakes/eliability
Proposed optionk AOA AAOEOAA £O1T 1 OEA Ai 1T ARDPAAT E ADEDEAS
The concept is also increasingly usknt nonfinancial verification as for instance in CSR report
auditing. Through each level of verificationgcartain level of conflence n the results is sought. The

more intense theverification, the higher the level of confidence should be at the end of the
verification process.

In the context of testing verification processes (pilotd)e best option wouldd A  O1 AOAT v |
A O OO O¢fl TAbled4). It can be seen as achievable first step with a proper balance between
cost/simplicity/stakes/reliability

» Recommendation for the global design of the future PEF/OEF compliance system

Given the diversity of products and sectors to be coveredPBF/OEF compliance systerit is
OAAT I 1 AT AAA O1 AAOGATT D A Oi AGA AT i Pl EAT AA OUOO
in particular the three following possible directions:

B Strengthening ejsting system for PEF/OEF

B Limited involvement of public authorities

B Certification cycles

The directions/systems to be selected depending on product categories/sectors and based on a risk
analysis.
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Annex 1. Involved stakeholders

Table 20: List of involved stakeholders

o . . Interview
Organisation | Presentation Interviewee date

Sophie Jaffrezo
(sophie.jaffrezo@dgccrf.finances.gouv.fr)
DGCCREF is the French authority in char¢ Investigation on environmental claims
of the market surveillance. DGCCRF has
been involved in the French Pilot project Emilie Maire

DGCCRFE®  on environmental labelling to identify (emilie.maire@dgccrf.finances.gouv.fr) 19/04/13
possbilities of controlling future Investigata z National Investigation Service
communications to consumers on produc
environmental footprint. JeanClaude ThomagJean

claude. THOMAS @dgcecrf.finances.gouv.fr)
Investigatorz National Investigation Service

Danone is a French foegroducts
multinational corporation and a world

. . christophe.bligny@danone.com)
:;:tcjjr IDTifesp E2 e el 22z Environment Scientific AffairBirector

Danone . 22/04/13
Danone France performs environment .
Laura Palmeiro

footprints of some ofits products but does .
. . (laura.palmeiro@danone.com)
not communicate publicly the results for . o
o Nature Financial Directo
specific products.

Jean-Christophe Bligny(jean

Eric Laurencon(eric.laurencon@afnor.org)
Business area mamgr in charge of the

éir’\tli?;tion - development of the NF mark and official 26/04/13
AFNOR certification is a branch of AFNC |abelsz Innovation and Development
group. AFNOR is involved since 2008 in Department
tehc%;?bgﬁi?gegtczﬁfrgg S FETED Frar_lck Pinguet(franck.pi.nguet@afnor.org)
AFNOR Certitation is a leading Business area manager in charge of
assessment body for services, products certification, assessment and qualifigah g
and competencies in France and Innovation and Development Department
éir’\tli?;tion worldwide. The AFN@ ~ C Gl 0P8  franck.pinguet@afnor.org 24/04/13
Certification branch handles the two well
known quality marks: AFAQ and NF. Benoit Phuez(benoit.phuez@afnor.org)
Product manageg Innovation and
Development Department
Virginie Desbordes
(virginie.desbordes@Ine.fr)
Program Manager Department of
LNE is theFrenchnational laboratory for  certification and training 24/04/13
LNE metrology and testing LNE also offes and
certification services. Pascal Prudhon(pascal.prudhon@Ine.fr) 26/04/13
Business area manager in charge of multi
sectoral certificatiorg Direction of
certification and training
Japan Environmental Management o
JEMAI Assaociation for Industry (JEMAI) is a pub (T]ZZ]?skr?i gfﬁﬁ;{;ﬂgfmau 04/13

corporation in charge of the Ecoleaf

Operator of Ecoleaf
scheme.

“8Erench general directorate for fair trading, consumer affairs and fraud control
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InVivo

Quebec
ministry of
Finance and
Economy

Deloitte
FSCFrance

RAL gGmbH

Intertek

Bureau
Veritas

Ernst &
Young

Orange &
Pricewaterh
ouseCoopers

bion/k

by Deloitte.

InVivo is the numbeone French
cooperative group. It brings together 241
farming cooperatives member. InVivo
performs environmental footprint
calculations of food products and is
involved in the French labelling scheme
an active stakeholder of the seata
working group on food products.

TheQuebec ministry of financeas
mandated to put in place in 2012 a pilot
project on product carbon footprint. The
pilot includes 12 companies that quantify
the carbon footprint of one or more of
their products.The pilot includes specific
work on verification activities (critical
review and audits).

Deloitte, is one of the Big Four
professional services firms. Deloitte
providesexternalverificationservices for
CSR reporting.

FSC France is the representative body o
FSC in France.

RAL is a certification body. In particular,
RAL gGmbH is responsible for awarding
the Blue Angel ecolabel. RAL gGmbH
checks the product compliance with the
Basic Award Criteria of the label.

Intertek is a multinational inspection,
product testing and certification company

Bureau Veritas is a multinatioha
inspection, product testing and
certification company

Ernst & Young, is one of the Big Four
professional services firms. E&Y provide:
external verification services for CSR
reporting.

Rangeperforms environmental footprint
calculations ofnobile phonesand is
involved in he French labelling scheme
PWC supported Orange in the verificatio
of the provided by phone manufacturers
used for the environmental labelling.

Antoine Poupart (APoupart@invive
group.com)

Deputy Chief of Service

Sustainable agriculture and development
Florence FoucherChevrollier
(FFOUCHER@invivgroup.com)
Sustainable Development Management
Systemz QHSE deparnent

16/05/13

Maxime Alexandre
(maxime.alexandre@economie.gouv.qc.ca)
Advisor for Industrial developmergClimate
change

Department of green technologies and servir
companies

22/05/13

Eric Dugelay(edugelay@deloitte.fr)

Corporate Responsibility & Sustainability

Services Leader, Eope, Middle East &frica 27/05/13
Julien Rivalg(jrivals@deloitte.fr)

Director- Sustainability Services

Marie Vallée(marie.vallee @fsefrance.fr)

Director FSC France 29/05/13

Henning Scholtz

(henning.scholtz@ralggmbh.de) June/13

Laurent Lebarq
(laurent.lebarg@intertek.com)

Supplier Management & Environmental
services

Intertek Business Assurance

July/13

Etienne Casal
(etienne.casal@bureauveritas.com
Vice President Certification Business Line

July/13

Eric Mugnier(eric.mugnier@fr.ey.com)

PartnerCleantech & Sustainabilitervices WIS

Olivier Laurent
(olivier.laurent@orange.com)
Sustainable development manager
Orange- Devices

July/13
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Annex 2. oDescriptive ¢ factsheets (27 schemes)

Australian National Greenhouse and Energy Reporting (NGER)

Brief presentation

Australian National Greenhouse and Energy Reporting (NGER)

Audits are not systematically conductduit can be initiated by the authorities for any reason. There is a glatated and
legally supportedight of the Regulator to decide how severe to be with rmpliers.

Official website:

http://www.cleanenergyregulator.gov.au/Nationabreenhouseand-Energy-Reporting/Pages/default.aspx

' (térnatiérial®ehdrtidg rémilemAnts A

Key features

Nature of the
scheme

A Carbon reporting

Thematic area

A Environment (GHG
emissions)

Corporatiorsthat meet a threshold are required to report their GHG
emissionon an annual basis. This data is used to document governmer
progress on GHG reductions in the frame of national and international
reporting (relating toKyoto targets and subsequent national strategies,
policies and legislation). The data gathered underpins the Australian
emissions trading scheme.

Scope of the
scheme

[] Product
X Organisation

Regulatory
framework

] Voluntary
X] Mandatory

The reporting concerns emissions within one company, if it emits more {
a certain thresholdThere are two types of thresholds to determine which
corporations are required to report on a mandatdgsis:facility thresholds
and corporategroup thresholds. Both the facility and corporate group
thresholds have three components:

A a greenhouse gas emissions threshold;
A an energy production threshold; and
A an energy consumption threshold.

Corporations must look at each threshold to determine thebligations
under the NGER Act. If a corporation meets or exceeds one or more of
thresholds for a reporting year, it must registandgreport for the first year @
threshold is reached. It must then report for each year the corporation
remains registeed.

Facility thresholdsare 25 kilotonnes (kt) or more of greenhouse gases{C
eq.); production of 100 terajoules (TJ) or more of energy; or consumptio|
100 TJ or more of energy.

Corporate group thresholds decreased each year for the first three tieygp
years of the NGER scheme.201(z11 and onwards: 50 kt or more of
greenhouse gases (G@q.), production of 200 TJ or more of energy, or
consumption of 200 TJ or more of energy.

Scheme owner

X Public
[] Private

Public authorities own this schem&he Greenhouse and Energy Data
Officer on behalf of the Department of Climate Change and Energy
Efficiency administered this schemmtil the T of April 2012, when the
Clean Energy Regulator took on that role.

The Clean Energy Regulator is the Government body responsible for
administering legislation that will reduce carbon emissions and increase|
use of clean energyAs a statutory authorityit operates in accordance with
the legislation The Clean Energy Regulator is accountable to the Ministg
Climate Change and Energy Efficiency and to the Parliament.

Compliance
system

Existence of a
compliance system

There is no regirement for a systematic thirgharty verification of the GHG
emissions disclosed by compasi However, public authorities can demar

Yes[X]No[] that audits be conducted
Invisible characteristics | Reporting is reqised for some indirect impacts (e.gdirect emissions from
Yes[X]No [ ] purchasecenergy).
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Context and scheme status

This scheme is currently in use. The National Greenhouse and Energy Reporting Act (NGE&SA
introduced in 2007 as a single national framework for reporting and disseminating company
information about greenhouse gas emissions, energy production, energy consumption and othe

History and future | information specified under NGER legislation. It continues to be exddby the Clean Energy
developments Regulator.

Since 2007, certain aspeactfthe reporting requirements have beenodified to comply with other
climate policies that require upo-date information related to GHG emissions levels.

The Department of Resaues, Energy and Tourism adminissesinother reporting programmet{e
Government Greenhouse Energy ReportpGGER). Therefore, this department is working with th
Clean Energy Regulator to streamline reporting of common data items with the NGER system
through the Online System for Comprehensive Reporting (OSCARIchis a web based data tool f
business to record energy and emissions data for Government program reporting.

Stakeholders The Clean Energy Regulator has established a register of auditors. The Regstarlable to
corporations that want to seffudit using registered greenhouse and energy auditors. The Clean
Energy Regulator also uses the services of registered auditors. Registered auditors must contin
meet the eligibility requirements detailechithe National Greenhouse and Energy Reporting
Regulations 2008 (the NGER Regulations) to maintain their registration. Registered auditors are
individuals (not companies) working in companies such as Ernst & Young, Deloitte, PWC, etc.

Scope

Targeted 4 EA OA mdllafoy elemerst areaimed at corporations in any sect¢iat meet or exceed the
products/sectors | threshold.

The reporting concerns emissions within one company, if it emits more than a certain thre3tnald,

Scope of the scope of tfe mandatory reporting is equivalent to scopes 1 and 2 of the GHG Protocol Corporate
assessment Standard.

Geographical
scope

Australia

Companies using the scheme

Currently, there are more than 800 corporations registered and expected to report under the NGER thet 2601112
reporting year. Examples of companies using this scheme include: BP Australia investments, Goodyear Australia, (
Motors AustraliaHewlett-Packard South Pacific Pty Ltd, Rio Tinto Limited, etc.

Link with other schemes, link to ISO stadards or other standards

The NGER (2008) Guidelinegerto 1SO140641 and the GHG Protocol Corporate Standard.

The Department of Climate Change and Energy Efficiency also developed a framework for Greenhouse and Energ
This framework sets out ggific requirements for registered greenhouse and energy auditors to follow under the |
Act. It draws from existing standards; including the standard ASAE 3000, the auditing standard AUS 904, and IS&

Public information

The regulations that siunder the NGER Act can be accessed at:

http://www.cleanenergyregulator.gov.au/Nationgbreenhouseand-EnergyReporting/Legislatiorand-
regulations/Pages/default.aspx

Published information on this website includes:

A The Register of Greenhouse and Energyditors

A Corporations registered and expected to report under the NGER Act for the current reporting year
A Reported greenhouse and energy information by year

A Several guidelines documents

A >National Greenhouse and Energy Reporting Guidelines

A >National Greehouse and Energy Reporting Technical Guidelines

A >National Greenhouse and Energy Reporting Audit Determination Handbook
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General features of the compliance system

Recordsof activities must providehe Clean Energy Regulatevith adequate evidencefaOA CE OOAOA A AT (
compliancewith the legislation This includes information that can be used to verify the relevance, completeness,
consistency, transparency and accuracy of reported data during an external audit. Corporations are encouragerito
both the decision making process and the details of the calculation and data analysis methods used for greenhousg
emissions and energy production and consumption. This process is described in the National Greenhouse and Eng
Reporting Guidelines.

The Regulator monitors complianceit the climate change laws tdetermine levels of compliance and identify trends
behaviour; detect possible contraventions; identify whether, and what type of, education and/or enfergeaction may
be requiredassss the effectivenessf its operations and programsand identify opportunities for improvement.
Compliance monitoring may occur througbhecking of information provided in applications under the various legislat
schemes and to the Registries; anafysf information reported by persons amdganisatiors; analysis of information fron
other sources, such as the general public, peak bodies and industry groupgoremment organisations, other
government agencies and internationatganisatiors; analyg§ O 1 £ ET &£ Of AOET 1T 1T AOGAET AA
gathering powers, inspections, and audits.

Entities must apply to the NGER to become registered auditors. They must meet a certain number of eligibility crite|
before they can complete audit¥he NGER Act provides a number of circumstances in which the Clean Energy Reg
might initiate a greenhouse and energy audit:

A When there is a suspected breach of the legislation

The Regulator camequirea corporation to be audited if it has reasonabl®unds to suspect that a registered corporatig
has not met, is not meeting, or proposes not to meet its obligations under the legislation. After receiving a written n
from the Regulator, a corporation may appoint a greenhouse and energy audiits @fvn choice (unless the Regulator
specifies in the notice that a particular auditor is to carry out the audit). The corporation pays for these audits. As th
audits occur in cases where the Clean Energy Regulator suspectsamapliance, an audit male undertaken as a

precursor to the application of enforcement measures, including investigations by authorised officers, civil penaltieg
criminal proceedings.

A General compliance strategy

The Clean Energy Regulator may initiate audits for any reasenv(ithout necessarily suspecting naompliance). For

examplethe Clean Energy Regulator may initiatedits on a risk management basis. It may also initiate an aodifather
ET £ Of AGETT 11 OEA OAcOI AOGAA Al I bfhk HGEB &cd ThEledn BrieGyA T A A
Regulator willnotify the audited body prior to commencement of the audit engagement [sections 74 and 74A of the |
Act]. The Regulator pays for these audits.

A Voluntary audit

Corporations may also want to initiate an dtidn a voluntary basis in order to obtain a level of assurance tltahiplies
with its obligations or to inform potential investors or customers.
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Blue Angel (Blaue r Engel)

Brief presentation

BlueAngel isaType | Ecolabeh line with the ISO 14024 requirements. It coverside range of environmental issues.
Supported by German institutias) it hasinternational respect and recognitioThelabelis awarded to products once
compliance against mrduct categoryspecific requirements has been verified by RAL gGmbH.

Official website: http://www.blauerengel.de/en/index.php

Key features
Nature of the < The Blue Angel considers itself as a market conformity instrument of
A Type | Ecolabel : ; ; o . .
scheme envionmental policy designed to distinguish the positive environmental

features of products and services on a voluntary basis.

Blue Angel has four protection goaldincate, water, resourcesand
environment and health. The logo includes a specific inscriptioneach of
OEA EAU DPOT OAAOGEITT <cCciT A1 O

A Environment
(climate, water,

j EBA8 (¢

Thematic area resqurces, OPOI OAAOO OptdlectSOFON OAGANREGHI A TAT).O A
environment and The Blue Angel label shows that a product has better environmental/he
health) . . -

performance It aimsto encouragebetter purchasing decisions (whether a
an individual or as a procurgr private or public organisatign

Scope of the X Product The reporting concerns emissions within one company, if it emits more

scheme [] Organisation a certain threshold fol 20 product categories

Regulatory [X Voluntary Although vqur_lta_ry, the Blue #gel has a strqng !nterngtlc_)na_l reputation

due to its credibility and competence, its objective criteria, its
framework (] Mandatory

institutionalised award process and its German government base.

Scheme owner

The German Fedal Ministry for the Environment Nature Conservation al
Nuclear Safety (BMU) the owner of the Blue Angel etabel and has the
responsibility for the use of the label as a reliable product information

X Public
] Private

Compliance
system

Existence of a
compliance system

Yes[X] No[]

RAL gGmbH is responsibier awarding the Blue Angel etabel. RAL
gGmbH checks the product compliance with the Basic Award Criteria of
label.

According to the product category, some requiremeisemn relateto
invisible impactsin particular when addressirgroduction or endof-life
managementaspects. For instance, a requirement for products made frg
recycled plastics is that the perntage of recycled plastics (pesbnsumer
material) in the finished products be at least 80 percent. To prove
compliance, the applicant shall provide verification of the origin and
composition of the recycled plastics used by means of a certificate
(including report) according to the EuCertPlast certification schéhe

Invisible characteristics

Yes[X] No[]

Context and scheme status

History and future
developments

Created in 1978, the Blue Angel is the first and oldest environmalated label for products and
services in thevorld. The BluéAngel wasmplemented on the initiative of the German Federal
Minister of the Interior as a supplementary markatsed (conformity) tool to regulation, providing
incentive to go beyond regulation.

The Blue Angel objectives are now split into four main arebenvironmental protection: climate,
EAAT OEh xAOQOAO AT A T AOOOAI O A @ pr@edtodgod, the Biue Arg
logo displaysfour different attributes.As an example, elimate-friendly product can be identified
thanks to heinscriptionOD 01T OAAOGL OEA Al Ei AOA
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