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stakeholders, the views expressed and all recommendations made are those afittias, unless
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This study as well as any other results and rights obtained in performance of the ensuing contract,
including copyright and other intellectual or industrial property rights, shall be owned dwfetlye
Agency, which may use, publish, assign or transfer them as it sees fit, without geographical or other
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are identified as proposal addressees are in any way committed to accept or act upon them, but
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The REACHand CLPRegulationgand the processes involveslg. authorisationyedrictions) may

have a significant impact on European defence capabilities during the whole life cycle of defence
equipment (design, manufacturing,-gervice use and maintenance, disposal) and therefore on the
European Defence Technological and IndusB@se (EDTIBEU Ministries of DefencévipDg and

their suppliers namely defence industrymay not be able toimplementall technological changes
needed in order to be REACH compliaita reasonable costvhile maintaining therequired
performance levelln additionto REACH and CLP, other European Regulations on chef@igaBPR,
ODS, PCHpalso have an impact on European defence capabilities.

Amongthe aforementionedchemical Regulations, REAGHd the associated CLRegulation may
have the greatesimpact on defence capabilitieprimarily due to the extended lifecycle of military
equipment A REACH Regulation review is planned by the European Comn(i&Skuntake place in
2017, to prepare the future of the Regulation beyond 2018.

Against thisbackground the European Defence Agency (ERAnmissionedREACHLaw Ltd. to
conducta & fudy on the Impact of REACH and CLP European Chemical Regulations on the Defenct
Sectog.

2 Registration,Evaluation,Authorisation and Restriction @hemicals according to Regulation (EC) No 1907/2006

3 Qassification,Labelling andPackaging according to Regulation (EC) No 1272/2008

4 Biocidal Products Regulation (Regulation (EC) No 528/2Q12)zone Depleting SubstancesefRlation (EC) No
1005/2009);Persistent Organic Pollutants (Regulation (EC) No 85a)2



REACHLAW

COMPLIANCE. SUSTAINED.

Pagellof 311

Theobjectivesof this study were:
1. Impact analysis of REACH and CLP oretedak sector, both industry and governments;

2. Practical proposals on improvements for REACH and CLP and their current implementation
regime, to serve aabasis for EDA' YR A G a LJ NI A OA LI G, AinguHto heéS YO S|
ECfor the next REACH revieamd as suggestionsif REACH evolutions beyond 2018;

3. Synthesis of information on impacts of other chemical regulations on EU Member States
MoDs andthe defence sector (especially BRBDS POB, their interaction with REACH and
CLP, and a strategy (drak a minimumwith proposals for improvements

It is important to see these study objectives in the light of the overarchingtgaaisure the proper
development of the EDTIBor the benefit of EU MoDsas EDAshareholders as well as the
preservation of cpabilities, including sustainability of defence equipment maintenance processes
performed by EU MoDs and related to equipment of EU or-Bohorigin.Therefore, the analysis of
impacts and proposals for their mitigation in relation to tdefence industryis not to be seen in
isolation aghey areintrinsically linked tahe role of the defence industryo support Member States

in retaining existingnd/or developing newcritical defence capabilities in the future.

This is in line with the current highepblitical discussiomirelated to the EU Global Strategy and its
implementation planfor defence and security as recently agreed by Member States at the level of
the Councibf the European Unidrwhich among others cat for measures to strengthen the EIB
GXPPLY fAYS GAOK (GKS 9dzZNRLISFY [/ 2dzyOAf [ 2y Of dza
Council reiterates the need to enhance the effectiveness of CSDP and the development and
YFEAYGSYFyOS 27F aSYo Sshipofted [byi 8§ ar@re i@tyrat#d o sustainable S a =
innovative and competitive European Defence Technological and Industrial Base (EDTIB), which
Ffa2 O2yiNARO6dziSa (2 22064 INBgGK YR Ayy20I GA
autonomy, strengthening its ability to act wh partners. The Council recalls that these efforts should

be inclusive, with equal opportunities for defence industry in the EU, balanced and in full compliance
with EU lang

Targeted StakeholdersWith the support of the EDA anthe EDAREAH Task Force experts,
different key stakeholder groupsvere targeted in the study consultation, thus ensuring thorough
coverage of thestakeholderissues:

1 Al EU MoDs

1 Defence hdustry, including the ASD REACH Implementation Working Group, all EU dllation
Defencelndustry Associations (NDIAs), selected individual EU companies (comprising both
large system integrators and SMES) as well as majoigtbeompanies with EU operations;

1 The European Commissioiuropean Chemicals Agency (ECHHAYJ REACH MembeSbtate
Competent Autlorities (MSCAS)

5 COUNCIL CONCLUSIONS ON IMPLEMENTING THE EU GLOBAL STRATEGY IN THE AREA OF SECURITY ANC
Foreign Affairs Gocil, 14 November 2016
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{ G 1 SK2f RS NHM tota $edpoiseshated been receivedrom over 100 stakeholder
organisations in 20 EU Member States and timeted StatesW9, providing a soli@videncebase for
the studyimpact asessmentwhich, in turn, gave rise to the improvement proposals

Stakeholder Responses to the Study Consultation
Defence Industry Public bodies Other
(e.g. upstream
EU EU Non-EU EU MoDs REACH EC, ECHA]  suppliers,
Associations| companies | companies + EDA MSCAs trade union)
4 27 5 1F+1 17 2 33

The study has confirmed that thempact of REACH on the European defence sesthhmdamentally
determined bythe combinationof characteristis relating tothe manufacture, import or throughfé
use of theirproducts,especially

Customers are mainly governmentse. the EU MoDand Armed Forces

Products are a varietgf highlycomplexand performancedriven defence systems (such as
military aircraft, ships, tanks, munitions) and compone(stsch as electronicand sensorg

1 There are omplexmulti-tier, internationalproduct supply chains, that areften shared with
other sectorghat represent a larger market shafmilitary as a niche ugg

1 Military equipmenthasvery long and controlledlifecycles(typically for decadesfor design,
production and irservice phases, generating the need for Maintenance, Repair and Overhaul
(MRO)activities;

1 Typicallyalow volume use of chemicalsecausedefence systems are produced in very small
series ad are sometimegtailor-made

Against this background, the following kiégdingshave been derivean the impactof REACH and
CLP on EU defence secharsed on the study consultatién

6 The MoDs that responded represent 90.5 % of the European defence expenditearding to 2014 EDA defence data
(https://www.eda.europa.eu/infehub/defencedata-portal) and SIPRI database
(https://www.sipri.org/sites/default/files/Milexlocalcurrency.pdf. In terms of defence industry annual turnover they
represent 91.3 % of tnEuropean defence industraccording to EDA 2015 Study on Defence Industry Data Figures, Final
Report. Greece is excluded from the defence industry turnover percentageto a lack of available data

7 Important Note: All percentages and comparatiterms (e.g. majority of) mentioned in the key conclusions iare
reference tothe overall number of stakeholders thatesponded to the study consultationand not the overall number

of stakeholders that were targeted for consultation.



https://www.eda.europa.eu/info-hub/defence-data-portal
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1. REACHuthorisationtimelinesare strongly mismatched to thedefencesector

There is a strong mismatdietween thetimelines of REACH authorisati(Bunset date®f typically 3

years after Annex X1V inclusion and review periods for granted authorisatiogsg fromd, 7to 12

yearg for Substances of Very High ConcesWKICsand the very longequipmentlifecycles in the
defence sectgrwhichoften requiresthe use of particular SVHC substances (up to several decades)
for production and maintenancd his iscausingdefence companies some instancesp implement
quicksubstitutes of mostly lower technical performanah@rt term substitution to avoid the double
resourceintensive effort of authorisation and replacementlependence on a shrinking number of
suppliersand uncertainties associated with the possible needskeveral authorisation renewadés/en

if prospects to obtain authorisation may be good, if the argumentation is robiiss negatively
FFFSOha GKS RSTFSYyOS O2YLIYyASAQ O2YLISUAGAQDGSYySas

2. InsufficientResearch and DevelopmerRR&D) funding for SVHGubstitution

There is insufficient R&D funding for substitution at all levels: industry, Member States and EU. R&D
policy makers at national (Member State, defence industry) or EU level often consider REACH related
substitution as a regulaty cost issue and not as innovative R&D. At the same time there is a strong
willingness, both within industry and MoDs, to perform substitution R&D in a collaborative approach,
at least at low Technology Readiness Le{(ERL)

A large majority ofdefene industry stakeholder$78.6%) have confirmed thatubstitution R&D
activities have increaseih their organisation or supply chain as a result of REACH. About half of
MoDs (45.5%) are performing, financing or promoting R&D activities for SVHC substitutlading
through the EDA and NAT®owever, the budgets of both defence industry and MoDs have not
increased and the R&D for substitution is performed to the detriment of other R&D activities.

Diminished innovative R&D could, therefore, potentiallgdeo a loss of future competitivenesA.
large majority of the defence industry@%9 foresee a specific threat in this regard, while only 13%
O2Yy&ARSNI GKIFG wo! /1 KF&a FENBFRe SR (2 | 3lLAY

3. REACHbsolescenceausesrisksto Security ofupply (SoS)

Obsolescence SoSare a major concern for industry and MoDs, given the limited visibitityards
chemicals and processes upstream in thery complex supply chains. The issue is expected to
worsenwith REACHdRgjistration in 2018(1 - <100 tonnes / yearand the further evolution of Annex
XIV. Supply chain communication to anticipatach risks is very challenging due to complexity,
confidentialityandintellectual propertyconsiderationsand differences in informatio quality.

A significant majority77.5% of the defence industry have already been impacted by REACH related
obsolescence (unavailability for supply of substances, mixtures or articles) from upstream suppliers.
According to 69% of thelefence industrythis has also resulted in some own process/product
obsolescenceWhile in the majority of such obsolescenceases this has not resulted in loss of
businesgo date (73%)the required mitigation activities always come at a cdstis effect is further
exacerlated by the cumulative nature of the obsolescence impact at the end user level.

In line with this findingthe majority of the MoDsrespondingbelieve that REACI4 a challenge to
maintain Security of SupplyObsolescence is seen as the main REACH detaedlenge tdSecurity of
Supply MoDs have already reported occurrences of shrinking supplier base, monopoly situations or
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complete cessationof production by single source gpliers due to costly REACH compliance
requirements (especially authorisation).

4. Unpredictabilityof REACKSVHGCegulation

The unpredictabilitysurroundingthe regulatory fate of SVHCs (i.e. whether, when and in which
process(es) it will be further regulated under REACH) creatbstantialuncertainties and riskor

the defence indstry and¢ as a consequence the MoDs as the customeiThe visibility of the
FdziK2NRaFGA2y fAadGAy3d LINRPOSaa A& y2a ;diffcultiest yS
arise in anticipating what action will be taken against a substancendueth. Substancdevel tracking

is, consequently, difficultThere is the further risk that one SVHC is substituted aithalternative
substancewhich could transpire to bequallyas harmful andsubsequently bdargeted by REACH
during the long productexvice life fegrettable substitution.

5. PossibleEUpolicy conflicts with regard to SVH@egulation

REACHmMpactsthe military uses of many inorganic substandasjudingthose linked toCritical Raw
Materials which, OO2 NRAY 3 (2 ( K,SareYeryOnard tBubstitiitée . bedgliank, O &
borates cobalt salts New Occupational Exposure Limits (OBL®)er the EU workplace legislation

(e.g. beryllium, hydrazine, refractory ceramic fibrasyl Circular Economgre emerging as additional
requirements on top of existing ones (e.g. for lead and its compount@kg link between theseU

laws andpolicies and REACH risk management options such as authorisation is not very clear today,
leading to possible EU policy inconsistenthe case of chromaseraises questions about the
appropriateness of authorisation as a blanketk management instrument for certain substances

(like the aboveillustrative examples)which cannot be easily replaced; are broadly used in various
sectors including lgh tech denains such as defencand are also addressed by other EU policies.

6. Are MoDs/Armed Forceaddressee®f REACHR Legaluncertainty

It is not clear today whether government bodies/MoDs/Armed Forces may themselves have direct
obligationsaccording to RE2H. According ta legal analysis by representatives of the German MoD
this is not the case-However some MoDs have submitted pregistrations and PPORBotification

to ECHA. In one case defence exemptions have been granted to the benefit of natioeal Porces.

With a view to the upcoming final registration deadlirmend possible further Annex XIV inclusions,
this legal uncertainty should be addressekthe EChas been asked foand is in the process of
developingan official answer as an important §ir step.

7. Article 33compliancefor complexdefenceequipmentposesmajor challenges

Questions of proportionality were also raised unanimously with regard to REACH Arti@et$3o
communicate information on substances in articlesinpliance by produas of very complex articles
such as military aircraft, ships or weapon systems, especially when imported from cinsige) and
further re-supplieddownstream

According to the defence industrprticle 33 Compliance is very difficult for complex defence
products. The efforts required to comply with it are consideteg the defence industryas an
excessive burden with regard to the added value to safe use of the article, especially by importers. It

8 Product and ProcesBrientated Research and Development
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is feared that the situation will furthedleterioratesoondue to thed / 2 Y LJX S Buddnmed: f thé S ¢
Court of Justice of the European Union (CJEU) obdfitember 2015 in case-X06/14 and the
updated ECHA Guidance fticles?

Different views persist about the minimum information to be provided, especdilgther it should
normally include the component article where the reportable SVHC is located (view of most MoDs).

8. Military Application for Authorisation (AfAnot fully fit for purpose

Based on the defence industry survey and a dedicated analysipléatpons for authorisation (AfAs)
by the Contractor the defence sector has already been strongly affected by the AfA prpeass
phthalates, lead sulfochromate yellow, lead chromate agderelyfor Cr(VI) compounds.

While the allowance of defence exgtions under REACH Article 2(3) is reserved for specific,cases
and does not covetivil applications of dual use substanctdse AfA for military uses is often sebg
defence industry stakeholders, but alsmme MoDs as customers andupporting the AfAas
disproportionate and nofully fit for purpose

Evidence of thdéarge socieeconomic benefit to European society ati control of the risks in using
SVHC substancegthin the defence sectocan be seen from pa#ifAs. Of the AfAs thatupplied
SocieEconomic Analysis informatidhat were analysed as part of this study in which military uses
are identified, a simple average cost benefdanalysisratio for military specific or dual use,
downstream user applicationss approximately 77 million : 119 This raises questions of
proportionality when having to go through such a burdensome process while the business case is
generally clegrgiventhe limited scope for substitution in defence equipment.

There iscurrently no dedicated defence sect@pproachto authorisation. Norair domains tend to
be overlookedand anumber of issues relating to military AfAs are unclear, such astuffeiencyof
gualitative arguments (e.gion-quantifiableimpacts on the operational capabilities of the military
and the alllity to comply with internationhobligations as partner nati@nat EU level and wider field,
e.g. with NATO) in lieu of economic quantification.

Authorisation costsandthrough lifemaintenanceactivitiesusing chemicalsare a particular concegn
with the likely need for repeated renewals in high reliability sectors such as deféhesnical
supplier interesin supporing continued authorisation ialsolikely todiminish

Decision uncertainty (review period/conditions) is a general concern, espefallpstream AfAs.
However, generallyat the level of downstream user ATASCHA considered that the applicants have
been able to make their case.

9. Challenges foREACHefenceexemptionimplementationacrossnational borders

ThesoOl t tiefeRce éxenptions in REACH Article 2(3) provides an important tool for EU Member
States to mitigate negative impacts from the standard application of the REACH requireéments
specific casegonly),in order to maintain a military capabilitfyost Member Statesonsilted have

9 The judgment clarified that the calculation of the 0.1% threshold in complex articles for the application of REACH Article
33 should be done based on each single constituent article (component article) insteas egfrhplex article as a whole

(@ h y OSticley fIgNJ& & |.¥he bpdaietl BEHA Suidance for Articles should reflect this judgment.

10 The presentratio was derived from military specific or dual use, downstream user applications. This means that for
SOSNE e€m a20ASiGe& O0SYSTAHBMOTANRNIG yi241a $IZ Ae/ MO TIK SY X ft+fl X 2 adzo &
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set up a system for granting defence exemptions, but odlyo6the 27 EDA participating Member
States are known to have granted defence exemptions to daé@sed on national implementation of
the EDACode of ConductGoQ 20152 by Member Statesthere is a gradual improvement in the
overall harmonisation at European level with regard to defence exemptmsajor limitation of the
REACH defence exemption is thatcannot cover the commortivil applications ofdual use
substancesAlso, nationhpolicies frequently foresee a conservative use of exemptions from health
and environmental regulations.

Furthermore the REACH defence exemption process is often no optieery difficult to managan
casesin which defence industries irmore than ore Member Stateare involved in a transnational
supply chain This isespeciallytrue under the current widely accepted restrictive (national only)
interpretation of REACH Atrticle 2(8iven the challenges to apply REACH Article 2(3) across national
borders, a clear majority of MoDs (73%) and defenndustry (90%)respondingwould be in favar of

an exclusionof defencefrom the REACH scope (fully or partiyhatever its form.

10.Emergingsecurity ssues Unclearrelationship with defence- Possibleregulatory gap

It is not clear whether REACH Atrticle 2(3) may apply in the interest of Security. Several MoDs have
NF¥AASR (KAA ljdzSadAz2yd® ¢KSNBE Aa Iy Ay GNBS GARNAII
given the current global situation, espedyalwith respect to newly emerging potential security
(asymmetri¢ threats in the interior of the EU/Member States, to which MoDs may be called to play a
supporting role at national level.

11.Highor hidden costsvs.limited health andenvironmental benefitsof REACHb date

Costsof REACH may be significant fth the defence industry and MoD@&s customer and end
usen, but could not always be quantifiedeyond directcompliancecosts, duein part to the
difficulties in determining indirect REACH related sis (e.g. price increaseslated to substitution

and overall lifecycle costomplexity of military procurement programmeshorter maintenance
intervals due tolower performing substitutes Whether measurable or not, they aneltimately
borne by the MoB and, hence, the tax payeCompliance costs foREACHe.g. Article 33 and
authorisation applications are often considered as disproportiondye high by industry when
compaedto the benefit. The largest cost occurs for SVHC substitution R&D and réigaabn tasks.
Further cost analysis by industry and MoDs would be required for better quantification of the impact.

On the benefitsof REACHhe better knowledge about chemical hazard$ata quality and supply
chain communicatiorwere frequently acknoveddged. sk managment measures at the workplace
have also improved as a result of REAGHH a majority ofMoDs but less than halbf the defence
industry. However this was explained by the fact that a large number otases thelready existing
strict national measures predating REACH, such as workplace safety Eesconsidered as

11 Plus Norway,which participates as neEU (EEA) Member State in EDA activities based on an Administrative
Arrangement of 2006

12 https://www.eda.europa.eu/docs/defautsource/documents/edacodeof-conducton-reachdefenceexemptions. pdf

The EDA Code of Conduct 2015 states that the subscribingblte States fully support the objectives of REACH. If
foresees dastresort approach, according to which the granting of REACH defence exemptions should be considered only
after the following alternative methods have been examined: Complying with theinegents of the REACH Regulation;
substitution of hazardous substance(s) with more benign alternatives
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sufficient13 The actual benefits to human health and the environment have been relatively linmted,
cases whenhe use of substances is typically in low volumes anebdly well controllecand presents

a low risk to userslt is largely felt by the@lefenceindustry that because of the Risk Management
Measures already implemented, and monitored nationally, coupled with highly trained professional
workers,these benefits e not commensurate with the efforts and costs.

12.Cumulative impacts of REAGIHd CLPprocesses on the defence sector

As an end user sectathe defence industry is potentially affected by a high number of candidate list
LINR L2 &l f ad LG & Kdnaalsoltiief pletiiofa Sand AséphistaSitios of 3ystems and
componentsupon whichdefence relies, thus resulting in a multiplication of impacts. However, when
comparing the different REACH processes, the largest impacts on the defence sector are caused by
REAH authorisation (due to dependence éfAsand resourcentensive substitutionactivitiesin
parallel)and ¢ for industry ¢ REACH Articl83 compliance for very complex articles, while REACH
registration is causing possible obsolescence and resuitirgecurity of Supply issues. Only the
impact of REACH restrictions has been relatively limited and mostly indirect (commercial
obsolescence, some issues for ragrospace systems), because derogations are dibeeseenfor

critical aerospace and defence ajgations (e.g. for cadmium and now also for decaBDE).

For/ [t GKS fFoSttAy3a 2F | YYdzyAlA2Y o1 & GSELX 244
EU MoDs) and the import of mixtur@ack of component infdyave been identified as main issues.

13. Future impactsexpectedto be significantly higher

SomeMoDs and defence industmxpectthe future impact of REACH to be significantly higher than

the impact that hadeen realisedo far,particularlyif REACH (and CLP) implementation continues as

is. The main reasons given include: REACH Registration in 01#e 1 to <100 tonrage band

REACH Article 33 compliance after the latest CJEU judgment, Cr(VI) authorisation decisions and
sunset date in 2017, further additions to the candidate list and Annex TXi¥.defence sector is
already strongly impacted by the current authorisation list of only 31 SVHCs. The situation could
become unmanageable if the addition défencecritical substances to Annex XIV would accelerate
causing a cumulative impact on thetear defence supply chain

14.Relocationrisksare a threat to Security of Supply; more leeway for rBtY companies

REACHhallenges the competitive position (levelaying field) of EU defence companies in export
markets and causasdustry to considerelocation to avoid the REACH constraints for SVHCs used in
article production and manufacturing process&sis isespeciallytrue for component suppliers (e.qg.
connectors) and surface treatment sho@ich relocation risks are seen as a major risk to Seairity
Supply by most MoD3d his isbecause supply chairtbat resideoutside the EUresulting in the need

for imports of productsinto the EU,are more difficult to control, manage and monitor (e.g. due to
designrestrictions as well as regulatory restratis e.g.due to ITAR?, if the production is moved to
the US.

13 EU MoDs state that they take Occupational Safety and He@#j(within their organisations very seriousjynot only
during missions but also for ¢hdayto-day operations like maintenance of defence matkri
14 The International Traffic in Arms Regulatipssehttps://www.pmddtc.state.gov/regulations_laws/itar.html
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The impact for nolEEUheadquartereddefence companies with operations in Europe is more or less
similar to their EU competitordHowever the flexibility to move somédard-to-substitute processs

or even the complete productionut of the EU (e.g. to their home country) could be higher for hon
EU companiesSomeEU companies with existing operations outside EU may alsothawgption to
relocate, butit is limited- for strategic angoliticalreasons- to non-strategic components

15.Inconsisten EUregulatory approachimpactingdefence

In addition to REACH and CLP, other EU regulationBR)ODS, POP) maach separately force
substitution steps in rapid successionn military applicationsor upstream uses, leading to
regrettable substitutiong hence unnecessary cost and effort in wasted R&D activitesd possible

EU policy inconsistency as somecasessuggest. Furthermore, there is an inconsistent approach
among the different EU regulans on howdefence issuesre handled(exemptions, exclusions,
disapplications, &.). Theseshould be addresseth a forwardlooking way ascurrently, limitations

on the use of one set of problematic substances often simply lead to a substantial manethg use

of another set of problematic substancé&3verall, the stakeholder input on neREACH related issues
has been limited. However, it has been sufficient to show that there is a need for further clarification
and work on overall regulatory contscy.

16. Stakeholdercalls formore EDA REACH/Calpport

Several MoDs and defence industry stakeholders have called for more EDA support on REACH/CLP
NEFSNNBR (G2 (GKS o6SySTAOG 2F 95! Qa LINA2NJ Sy3l 3
ensured decaBDErestriction tolerating use by civil aircraft has now been extended to military
aircraft). Consultations with nomlefence industry stakeholders alsaderlinedthe benefit of further

Of FNATFeAy3ad GKS 95! Qa LJ2aairoft S nN@atidd todhe déenchlB 3 |
industry.

The cumulative impacts described above create a significant risk to maintaining cost effective
military capabilities. The increased through life cost is unavoidable. Defence exemptions will not
guarantee the availaility of chemicalsnecessary to maintain defence equipment. The import of
chemicals and articles also poses a risk due to insecurities that a global supply chain may Asng

a result, some MoDs strongly believe that REACH may impact the actual opgyabilthe Armed
Forces.

More specifically,they seea strong risk of EU defence system development and maintenance
becomning unsustainable because of the timeframe difference between REACH cycles and defence
product lifecycles. Furthermore, reducing tlaropean Defence Technological and Industrial Base
(EDTIBIn favour of more imported equipment and maintenance outsidetbé EU to avoid REACH
constraints could jeopardé independence and reliance on the EU economy as vital pillars of EU
a2534Q R&®e@eg.0S ali
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In a nutshell, th&keyfindings from theREACH & CLP impact analysissaremarisedn the table belowt>

Actor | Defence industry MoDs/Armed Forces
Main concern due to REACH [ eGTy T T= =l 53 Guarantee of military capabilities
Protection of human health | Some improvements confirmed by a minority, | Some improvements confirmed by a majority,
and the environment in addition to strict pre-REACH measures in addition to strict pre-REACH measures
Innovation potential Negatively affected: timeline mismatch; lack Possible future negative impact on capability
(i.e. better performance) of R&D funding for SVHC substitution due to less performing substitutes
General Actor-specific: often considered as Mainly as customer (final payer of REACH
impacts Costs disproportionate, especially for REACH Article | costs). Some MoDs do substitution funding;
p 33, authorisation compliance and substitution | possible shorter maintenance intervals due to
R&D work; hidden costs (to be clarified) substitutes and hidden costs (to be clarified)
Obsolescence/50S Major issue, especially with regard to registration (2018 deadline) and authorisation
. . - Major issue, especially for REACH SVHC regulation and authorisation. Possible EU policy
Gurat e e Hiy conflicts, e.g. with EU Workplace Legislation, Critical Raw Materials Policy and Circular Economy
. . Mostly indirect (obsolescence); some own
Registration ) . .
registration needs (e.g. for ammunition)
Major issue for complex defence materiel, ) -
REACH Article 33 especially imports; impact of “Complex As final customer and capability guarantor
Article” judgment (CJEU, C-106/14) (MoDs for their Armed Forces);
Process- to be clarified: Are MoDs/Armed Forces
specific Major issue, especially for long-term REACH addressees?
impacts Authorisation maintenance; process not fully fit for purpose
(no dedicated defence sector approach)
Restrictions Limited impact due to derogations
cLp Main issues: Labelling of ammunition (“explo- | As final customer and capability guarantor;
sive articles”); mixtures import (lack of info) currently no harmonised approach to CLP
Overall limited experience (Note: exemption Increased impact for procedures and
REACH Article 2(3) is applied by Member States in "specific harmonisation work (EDA CoC 2015);
Impact ("defence exemption”) cases” only, to maintain a military capability) to be clarified: Article 2(3) transnational use;
mitigation Are MoDs/Armed Forces REACH addressees?
. Limited possibility for EU headquartered As final customer and capability guarantor:
Relocation - . o .
companies (non-strategic activities) reduced control over imported products

15 Note: Ths tablestrictly reflects a summarised version of the impagkesy findings 414) elaborated inthe Study Reporton thebasis of stakeholder responsasthe study surveyAs

i KS A & ZdmntianédNS

such any impacon MoDs/Armed Forcemeflecteddoes not in any wapre-emptthe2 dzi 02 YS 2F G(KS SEl YAyl GAz2zYy 27
previously under Key Finding 6, propodedake place by EDA and Member States after the study is concladatbscribed under Recommendations/EENVEL SOLIONS FOR DEFENCE
UNDER REACH/proposal €) below.
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Based on the keyfindings from the impact analysis it was possible to deritee key
recommendations for the improvemémf REACH anits current implementation regimeThe figure

RECOMMENDATIONS

below illustrates their link schematically.

KEY FINDINGS

Strong mismatch of
REACH timelines vs.

equipment lifecycles
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As shown in the figure, the key improvement proposals may be broadly groupedhige main
improvement areas

1 More time and resources
1 Consistencyf REACH, other EU laws and policies
1 EUlevel solutions for defence under REACH

The key improvement proposals are detailed hereaffer

MORE TIME AND RESOURCES

The mismatch of timelines and insufficient R&D funding are key findings of this study. Enealef
sector, having products withlong lifecycles stringent performance standardand high reliability
requirements, needs more time and resources for innovative SVHC substjtideadly through an

' LILINB F OK (12 cBB Y gz Ui 8§ St F & SBE

a) R&D fundng schemesfor innovative substitution (EC, MoDs)1” Promote innovative
substitution of SVHCs in defence applications through dedicated fundingnoBU and
nationallevel

b) Collaborative Research and TechnologyR&T) (EDA with MoDs) Promote innovative
substitution of substances critical for defence which are impacted by REACH (SVHCs), through
enhanced collaborative R&T projeetithin EDACapability Technology GroupSapTechs

c) Prolonged Annex XIV timeline€ECY Clarify prerequisites formilitary use specific sunset
RFd6Sa Ay !'yYyySE L+t o0lFaSR 2y w9l /1 I NIAOES ¢
especiallywhether it may apply to maintenance activities

CONSISTENO¥F REACH, OTHER EU LAWS AND POLICIES

It is important to see REACH andiRManagement Option Analysis (RMOA) in the context of other
EU regulations and policies, in order for risk management approaches to be aligned and fitting in the
global picture of the EU activitieFothis end, a number of improvements are recommendedhi@
interest of regulatory consistency, predictability and certainty.

a) Risk Management Option Analysis (RMOA) quidelitEE€) Adopt EUlevel guidelines for a
Risk Management Option Analysespeciallyregarding technical and soegconomic issues
to be considered, stakeholder participation, Risk Management Options (RMOs)/regulations,
wah aSftSOGA2y ONROGSNAREF FYR RSEtAODSNIOESAEASZ
approachesto enable fitfor-purpose REACH and related risk managemdfrthanced
assessmento conclude on candidate list for subsequent authorisation.

16 Themainaddresseés)is (are)given in brackets next to each proposaareafter However, it igmportant to note that

there is often more than one addressee for a given proposal (or part oftig. conplete list of addressees for each
proposal/partis detailed in the Study Report.

17 Proposals with an asterig) are those for the EC REACH Review 2017, i.e. addressed to the EC, ECHA and/or the
REACH MSCAs or necessitating their input for the propopérmentation.
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b) Consistencyof EUchemicalgproduct laws impacting defence(EDA with MoDs)Consistent
approach in EU legislation for chemicals and products to address defence specificities
(exemptions/exclusiogfetc.) and to avoid undesired regulatory outcomes impacting defence
in multiregulation situations (e.g. regrettable substitution)

c) Clarify REACHIinks with other EU laws and policiesECY) Clarify REACH links and
relationship with key relevant EU pogsi, especially EOccupational Health and Safet9$H
legislation QOccupational Exposure Limit€ritical Raw Materialgolicyand Arcular Economy,

EULEVEL SOLUTIONS FOR DEFENCE UNDER REACH

REACH calls for Hé&vel solutions to ensure efficient implemntation and a level playing field for
industry. The defence sector, like many other sectors today, is highly reliantroasborder
activities The EDACode of ConductGoG 2015 has been an important first step towards a
harmonised approach to REACH lempentation inthis sector. The impact analysis has shown that
further work isrecommendedo address key challenges for defertige to REACH preferably on an
EU level

a) Fitfor-purpose (F4P) military AfAe.q. for longterm maintenance)(EDA with MoDs ad
defence industry supported by the AfA Task Force Discuss dit-for-purpose application for
authorisation (templaténodules) for military uses, taking into account their frequent dual
use nature and identifying special cases, e.g. maintenance and aitiomu

b) Simplified AfA: Specific cases (E@xplore further specific cases for simplified AFAy. if
compliance with a binding EWide Occupational Exposure Limit can be demonstrated

c) REACHArt. 33 implementation: Common approactEDA with MoDs and dehce industry)*
Work together towards the practical implementation BEACHA\rticle 33 communication,
possibly through a sectdevel approach, based on the latdssCHAGuidancefor Articlesand
considering specific proposals made by some MoDs

d) REACHArt. 33 revision(EC)* ShouldREACHbe opened following the 2017 revievRevise
REACHrticle 33 to address (very) complex artiglesviewits objective, usefulness (return of
experience), requirements and feasibility

e) EUlevel clarification: Are MoB/Armed Forcesaddresseesof REACHTEC and EDA with
MoDs)* Obtainingthe EC legal vig would bean importantfirst step

f) REACHTt. 2(3) transnational us€EDA with MoDs)Legalklarificationof REACH Atrticle 2(3)
is required on whether thexemptionsd T NX$ w9! / |  vg@datbylindikidtial €
Member Statest Ay (0 KS Ay ( Sappyaaitamatadly iRdherEY Gléniber States
(thus rendering the need for reciprocal acknowledgment redundampreover, the
possibilities of establishing a joint defee exemption process have to be examined. For the
success of both the aforementioned cases, enhanced information exchange bebhereher
{ G I interé&s@d parties (MoDs and defence industry) is of paramount importance.

g) Stronger REACH/CLP role for EDAdefence matters(EDA with MoDs) EDA to assume
stronger role for Elevel REACH & CLP supporefence matters
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In addition to the key proposals listed abowbge following improvementproposals for different
addresseesomplete the picture. They areoh necessarilydss importantout some of themg other
than proposals to the EC and EGH#ayaddress issues of a more limited scope.

ADDITIONAIMPROVEMENT PROPOSALS FOR THE EC, ECHA AND MSCAs

a) € { dzZLJISNE 52 g v eDl)Ndatfoivh (ECH EBablish a dedated communication

b)

c)

d)

LI I G F2N)Y F2N dasetsigNdh asRtBegagraspaddBiénye add electronics
industrieg to discuss REACH, CLP and related regulatory issues.

Substancerackingtool (ECHAY Provide a practical tool for industry to facilitabeonitoring

2T adzoaitlyOSa Ay GKS aLALISEAYSeE F2N NBIdz |
ONI RfS (2 3INIr @S¢ 6So®ad FNRBY wah! G2 ! yySE
EC REAQELPsingle web hub(ECy¥ ! &aAy3fS ¢SoLJ IS o0aKdzwe O |
easy access by inding to Commission activities on REACH and CLP.

Authorisation _exemption guidance (ECHA¥ An ECHA Guidance / practical guide on
exemptions from authorisation

ADDITIONAIMPROVEMENT PROPOSALS FOR EU MODS, EDA AND DEFENCE INDUSTRY

a)

b)

9)

h)

Transparency of REACHArt. 2(3) procedures and decisiondEDA with MoDs) Publish
national defence exemption application forms (in English), categorise REACH (and possibly
CLP) defence exemptions and complete information on defence exemption procedures for
remaining MoDs othe EDAREACH Portal.

Qollaboration within Member States on REACH/CLP defence matt@v®Ds with MSCAs
and National Enforcement Authorities) Strengthen collaboration among Member State
administrations on defence and REACH/CLP.

Alignprocurementcontract termswith REACHMoDs) Standardise to align with REACH.

REACHost analysis (MoDs, defence industry) Implement internal mechanisms to track
REACHelated costs and (after 2018) analyse economic impact of REACH on EU MoDs and
defence industry

Ammunition RELHstatus (EDA with MoDs)Finalise ongoing work.

Ammunition CLRabelling(MoDs EDA: National examination and position on the approach;
further discussion on the overall picture, including on potential inconsistencies, aiming at a
common understandingf MoDs on how to apply CLP to ammuniti@n use of CLP defence
exemption).

EDA Code of Conduc€¢Q evolutions (EDA with MoDs)Discuss REACH/CLP update needs
for EDA CoC 2015, especially with regard totrBisknational use of REACH defence
exemptionsand addition of CLP.

Exclusion for_defence (MoDs in consultation with their MSCAs and defence industies
Examine the necessity to includa axclusion(from the REACH Regulatioioy defence(
whateve its form¢ in the legal textshouldREACHe opened following the 2017 review
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ADDRESS SECURHQR AUTHORITIES IN CHARGE OF INTERNAL AFFAIRS

1 Consider national security issues vs. REAGKmber State authorities for internal affairs
and EC DG Honte} Discusghe way forward in the Member States (incing with MoDs)

The priority of the aforementionedimprovement proposals is determined as a function of their
implementation feasibility (difficulty) vs. the expected benefit (impact) for the European defence
sector, as illustrated in anerely indicatie way in thesummaryfigure on the following pagéaé It
shows that mosproposals could be implementesithout a change of the REACH legal text, a REACH
Annex or implementing measure.

For the full details of théindingsand improvement proposals outlineabove reference is made to

the Study Report and the related Annexes. The detailed elaboration of improvement proposals
contains the description of thé rationale, which is (are) the addressee(s) and a possible
implementation roadmap

18 The proposal related toredexclusiorfor defencé A & y 280 RA&LI @SR a AdG @Attt NBId
necessity.
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The EW defence industry, strongly intertwined with high tech EU industries in other fields (e.g.
aerospace, electronics) is a leader in innovation and value added, providing high tedio jibies
knowledge economy targetebly the EU. Howevethe EU defence industry is now facing the reality

of trying to find short term substitutes allowing industry to cope with RE&&i1straints (registration,
authorisation, restrictions)at the most reasonable cost. This calls for measut@simprove
competitiveness and innovation, and questions are raised about how this approach adds to the
protection of human health and the environment considering how Substances of Very High Concern
(SVHC are in fact used bthis industry today. The impa of REACH oine EU defence industry also

has a direct impact on EU Member Sta{&tS) (especially the national Ministries of Defencand

could in the long run affect defence capabilities on bathational and EU level. Hence, there is a
need to idenify the frequency and reality of actual risks of SVHCs usdteblfU defence industry

and to propose a sustainable way forward to ensure bethigh level of protection of health and the
environmentas well as aenhancemenin competitiveness and innoviain.

Against this background, the European Defence Agency (EDA) commissioned REACHLaw Ltd. t
conductad { G dzRe 2y (GKS LYLIOG 2F w9! /Il IFyR /[t 9dz
{ S O iiTheadliectivesof this study were:

1. Impact analysis of REA@hRd CLP on EU defence sector, both industry and governments;

2. Practical proposals on improvements for REACH and CLP and their current implementation
regime, to serve aa basis forthe EDAF YR A (& LJ NI A OA LI G,Anpulito a SY 0
the EC for tk next REACH review and as suggestions for REACH evolutions beyond 2018;

3. Synthesis of information othe impacts of other chemical regulations on EU Member States
MoDs andthe defence sector (especially BPR, ODS, R@&),interaction with REACH and
CLPand a strategy (draft as a minimunv)th proposals for improvements.

Figure 1 below illustrates the link between these three core study deliverables.

It is important to see these study objectives in the light of the overarchingtgaaisuie the prope
development of the EDTIBor the benefit of EU MoDsas EDAshareholders as well as the
preservation of capabilities, including sustainability of defence equipment maintenance processes
performed by EU MoDs and related to equipment of EU or-Bohorigin Therefore, the analysis of
impacts and proposals for their mitigation in relation to tdefence industryis not to be seen in
isolation, as they are intrinsically linked to the role of the defence industry to support Member States
in retaining existingind/or developing newwritical defence capabilities in the future.

This is in line with the current highest political discussiaated to the EU Global Strategy and its
implementation planfor defence and security as recently agreed by Member Statekealevel of

19When making reference in this document to EU defence industry and EU Member States (iMisB3$jl also include
Norway, which participates as neBEU (EEA) Member State in EDA activities based on an Administrative Arrangement of
2006 and applies the REACH Regulation (text with EEA relevance).

20 More detailedinformation on the studynethodology can béound in AnnexA.
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the Councilof the European Unich which among others ca&tl for measures to strengthen the
EDTIRR X PDLY fAYS GAGK (GKS 9dzNRBLISIY [ 2dzyOAt [ 2y Of
the Council reiterates the need to enhance the atifeness of CSDP and the development and
YFEAYGSYylyOS 27F aSYo Sshgpofted [byi & amare idtegidted, Astistaitablé a >
innovative and competitive European Defence Technological and Industrial Base (EDTIB), which
also contributes to jobs, growth YR Ay y2@F GA2y | ONR&aa GKS 9! | yF
autonomy, strengthening its ability to act with partnertsThe Council recalls that these efforts should

be inclusive, with equal opportunities for defence industry in the EU, balanced faticcompliance
GAGK 9! I go¢

Figurel Synthesis of the core study deliverables

The study inputo address its scop@wasobtained through the combined use of the @ y (i NI O 2 N
expertise ad literature review,(2) close coordination and communication with the EDA and its
REACHTask Force comprising experts from participating Molsd ¢ last but not leastg (3)
consultation of relevant stakeholder€onsidering the tight study time framé (months study
initiated inMay 2016) efficient deliveryasof critical importance.

The fruitful stakeholder consultation was of paramount importance for the proper impact
assessment and preparation of ingement proposalsThe EDA calledn relevant stakeblders in a

21 Council conclusions on implementing the EU global strategy in the area of security and ¢gEtmegnAffairs Council,
14 November 2016
22S5ee Annex A.1.



http://www.consilium.europa.eu/en/press/press-releases/2016/11/14-conclusions-eu-global-strategy-security-defence/

















































































































































































































































































































































































































































































































































































































































































































































































































































