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WHAT IS EPR ? e .
S
Extended Producer Responsibility (EPR) is a resource management tool whereby “ u
producers have to take over an individual responsibility for the end-of-life
management of their used products/packaging.

* This can include financial and/or operational responsibility for the collection,
sorting and treating these products/packaging for their recycling and
recovery.

This individual responsibility can be partly transferred to a collective entity, the so
called “Producer Responsibility Organisation” (PRO)

This PRO should fulfil the obligations of their members in the most efficient and
effective way, so usually fulfil inter alia the recycling targets set by the national
government or on top, additional targets set by the owners of the PRO.

The needed (usually external) costs shall be internalized into the product price
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“rMarket value” is
the price the
market is willing
to pay for the
processed
material

Incremental value
must more than
cover the
recycling value
chain to result in

sustainable
recycling.

“Street value” sets
a minimum value
below which the

material is not
collected.

EPR IN CONTEXT: Closing the Gap

Price recycler would

need to achieve in the
market without support

B rMarket Price

M EPR Contribution

mROI

M Processing Cost
Recycling Losses
Logistics

M Street Value

Where a gap exists EPR
systems need to close it or
recycling will stagnate &
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EPR Support must
flow into street value
to enable collection !

level.

NOTE : The quantum of support is usually
unique, not only to the material & market,
but also to the targeted collection / recycling
Increased demand will change the
dynamics of the supply chain. As such EPR
models must evolve over time !

NOTE : Although there is often a demand for recycled material, this does not necessarily mean that collecting & recycling is a

sustainable commercial activity. Were gaps exist, EPR seeks to find ways to close them or eliminate them.
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Tax incentives for EPR fees raised on 0 Q
recyclers / use of

recycled content !

consumption of
material

o0
fé AN
l Support for collection

& recycling deployed
by PRO

Taxes raised on raw
material consumptlon
or “sin” taxes on
designated products.

Substrate fees paid by
producers / brand-owners.
Unredeemed deposits paid by

consumers.
Sale of recyclables

Rates paid by Redeemed deposits m

Curbside pick-up,
municipal MRF’s etc.

=

Tax allocated to
municipalities

A

households for waste Handling fees to retailers
Wariclipatty management. Bag Rgtgrn vending costs‘
Managed taxes. Logistics for PCR material
Landfill fees.

NOTE : At the end of the day, the cost of efficient waste management & recycling must be paid by the consumer ! As such we
should support a mechanism that is most efficient and achieves the end goals ( e.g. % collection rate ) at the lowest cost.




12 cosenon _ _ N
engierii EPR & a Circular Economy: Closing the Gap

QO

world W|thout waste

As targeted collection & recycling rate increases, value chain / economics change! a Q
” @60%  Step 1 —Organic Recycling
* No EPR support

20 {i' . . PAY MORE * Materials with value are recycled at low levels

SUBS|D|ZE e Step 2 — Increase the street value
5 4 RN e Introduction of EPR based support
m Processing Cost * Increasing street value increases collection
mrecicinglosses  Step 3 — Broaden Collection

10 o * Collection from a larger geography
. * Increased support required to offset logistics
s I Step 4 — Growing Collection
. e Higher street value to access new material
. * Increased investment / recycling = more support

Step 5 — Increased rMaterial value
!I\|OTF : A:!thoggh |’F may not be"|mp055|ble, in general in order .to achieve e Demand / Iegislation increases PCR value
sustainable” or “publicly acceptable” levels of recycling, some end of life support

is necessary. le. the recycling value chain seldom is self funding ! * Higher street value without increased support

Classified - Confidential
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EPR in Context : Varying models for Support
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EPR Support can vary greatly in terms of where & how it supports the value chain. ﬂ Q

25
Recycler

Recycler
Supportl 5 Supgort!
B rMarket Price

20

M Recycler Support . - M Recycler Support
W ROI ROl
M Processing Cost 15 M Processing Cost
M Recycling Losses o M Recycling Losses
o Logistics
Logistics Support |  Logistics Support
10 :
Collection Support M Logistics
M Street Value 5 M Street Value

M rMarket Price

: ]
I

0 .

Collection Support : Applicable both to formal & informal channels in the form of pro-rate subsidy or even payment for collection
to increase supply of PCR material without increasing the cost to the recycler.
Logistics Support : where transport of material to recycler is cost prohibitive, logistics support can enable collection & recycling

from areas furt

her from primary recyclers or end use markets. This could also be municipal collection or separation !

Recycler Support : generally, either in the form of a pro-rata input / output-based subsidy or a capital grant / low interest loan to

close thegap b

etween market pricing & required price for sustainable ROI.

Non EPR Support : other non EPR measures include government backed “green” incentives ( e.g. lower taxes ) and mandated
recycled content targets to increase demand for AND critically rMaterial pricing.
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Collection cost vs. Collection %

LESS MORE NOTE : Because increasing collection rate
REG. — REG. typically requires intervention in one form or
2 another, countries typically move from

DRS unregulated to highly regulated in order to
" o REUSABLE | FORCE higher levels of collection over time.
Understanding that increased collection rates
generally result in higher collection costs, EPR

based support must increase over time and

_® VIRGIN MAT.

Collection Cost /kg
m

TAXES . .
VEPR pEy gov. tools and policy to ensure collection
ORGANIC - RECYCLED increases must also change.
............ CONTENT REQ.
............................... Q ...............O-nn' ITEM /
Lo 8 SUBSTRATE

e BANS
&
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Collection
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Target set for collection rate
(%) either by PRO (voluntary)
or by government (regulated).

INCREASE COLLECTION OF
IDENTIFIED PRODUCTS !

‘= =-i

rMaterial Exports

Although local circularity is
preferable, exports of recycled
material can be necessary!

COLLECTION

IR
/A

‘Design for Recycling' is critical
to enable recycling & create

capacity & capability.
e R

RECYCLING
CAPACITY -] -

Develop & grow post collection
processing “capacity &
capability” to match collection.

REDUCE WASTE TO
LANDFILL !

END USE -=E='
DEMAND

Waste Exports Waste to Energy

Although less desirable, waste
exports & waste to energy are

Grow end use demand for recycled
preferable to landfill.

content (circular & non circular)
locally to maximize circularity &
recovered value.
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Separation out of Source
Waste Picking / Landfill Mining

Reverse Vending /
DRS Systems

CONSUMER
LED LAST MILE

Recycling Centres &
Drop Off Points Formal Collection

Household

Formal Collection

Instore Drop Off / Commercial & Industrial

Product Returns

COLLECTION METHODS WILL VARY WIDELY BY PRODUCT, USE & LOCAL ENVIRONMENT




12 RESPONSIBLE
CONSUMPTION

AOU EPR WORKSHOP v 0o

world without waste
THE COCA-DOLA COMPANY

Producer ?




~
7

ﬁu RESPONSIBLE
£ CONSUMPTION

BUT WHO IS THE PRODUCER ? 5" g

world without waste

THE COCA-COLA COMPANY




{9 e
WHAT & WHERE TO MEASURE ? %wﬁ
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¢ MATERIAL PLACED On MARKET 4 Dlrectconsumerlmpo{‘rz&gxporfs

as well as retailer exports may not
be accurately captured, but are

______________________

:

Converter Brand-Owner Retailer V Consumer typically very small.
Imports Imports Imports ‘ : » Imports
P — a N - | - r:;%‘;gﬁr?"y& EPR Applies Here
Converters ( Brand-owners & Re’rollers import both g

import both fillers may import semi-finished goods ‘ applying EPR fees l‘ T m———s .
raw materials packaging, raw & finished goods in done here. { Customer+ %
& semi- materials in packaging. ) i Consumer |
finished packaging as well i |
\__packaging. - osfinished goods. E i

Brand- owner /

N

I \, ’I
------------------------ . filler ! » T
Local 3 D — ’ | J
Converter i ; \
) “ i Direct to Consumer I Consumer
/ Local i Or Customer. ! Exports
Raw Materials i
i Retailer
i Exports
o _,/" 4 Measuring converter © EPR applies only to packaging placed in A
_____________________ output ignores the South African market, inclusive of all
Raw Material Converter imported packaging Brand-Owner imports but exclusive of any exports.
Exports Exports as well as imported Exports However, measuring purely at retail level
. finished goods. potentially ignores direct to consumer or

'\ customer (e.g. industrial packaging).
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BRAND
OWNERS

CONVERTORS

Single or related

materials

materials

RECYCLERS COLLECTORS

EPR Beneficiaries
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WHY REGULATE ?
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fe're -Was nothing...

therefore there were no rules.

’ therefor-e anything'could happen*
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GOLDEN RULES FOR GOOD EPR REGULATION N
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BEST PRACTICE

PRODUCER is clearly defined to be the BRAND-OWNER or local licensed
agent, the RETAILER (for their own brands) or the IMPORTER.

PRO & EPR funding should be ring fenced and controlled by the PRO’s and
their members - ie. it should not go to gov. / fiscus.

Regulations require PRO/s to be NOT FOR PROFIT entities.

EPR APPLIES TO ALL PACKAGING (could be primary only or all levels
equally)

EPR regulations enable / encourage PROs to effectively represent multi-
substrate waste streams.

EPR regs should acknowledge re-usable packaging systems & DRS as
legitimate & alternative EPR schemes and not force PRO membership.

EPR regulations & EPR fees should ideally replace existing non-aligned
taxes & levies.

EPR Regulations set out clearly defined KPI's & targets that are realistic but
progressive with realistic timelines.

EPR policy focuses on the WHAT and not the HOW. |.e. setting out
objectives without being unnecessarily prescriptive i.t.o how to achieve
these goals and how to implement EPR schemes.

[ f
v

WATCH OUTS

Producer is not clearly defined, defined as CONVERTER/RAW MATERIAL SUPPLIER
or defined to include the entire supply chain!

PRO is run by the state or EPR fees are first paid to the state and then paid in part
to PRO’s

PRO can be for profit / commercial entities, enabling either profit making PROs
(e.g. controlled by PLPs) or waste management companies operating as PROs.

EPR applied only to PET, Plastics or Beverages creating incentives for packaging
changes or other EPR avoidance.

EPR regulations either specify substrate focus or force fit multiple dissimilar waste
streams into a single PRO (e.g. include plastic items with plastic packaging).

Regulations don't differentiate between single use & re-usable packaging and those
running DRS or re-usables are forced to join PRO’s and essentially pay twice.

EPR regulation & as a result EPR fees become an additional burden to brand
owners & potential EPR funding is diverted from “PROs” & EPR initiatives.

EPR regulations don't specify any targets, set unrealistic targets or unrealistic time
frames for compliance.

EPR policy can err on the side of being overly prescriptive in terms of how
objectives should be achieved. As local conditions and requirements for different
materials can differ greatly, this can be counter productive.

e o



12 RESPONSIBLE
CONSUMPTION
AND PRODUCTION

QO

Purchase Assistance Fee

Logistics Support

Recycler loans/financial
support

Finished Goods Subsidy

Export Subsidy

Waste Picker Service Fee

Material Specific Support

PRO TOOLBOX

PRO pays recycler R/tonne support based
on proven purchases of collected post
consumer materials.

PRO pays R/tonne or R/load subsidy to
recyclers or BBC to cover transport cost
for specific routes.

PRO provides project specific loans to
recyclers on preferential terms (low
interest/low interest)

PRO pays R/tonne support to recycler
based on proven finished goods sales.
(i.e. output based)

PRO pays recycler or collector subsidy
based on proven exports (i.e. output
based).

PRO pays R/kg to WP based on
recyclables sold within “system".

PRO pays R/kg to BBC / WP to support the
collection of specific materials recorded in
the “system”.

Used generally to grow collection rate and
investment in recycling capacity in order to
reach targets. Quantum will differ by
material based on value chain needs.

When rural/regional collection is inhibited
by low local prices.

When collection ambitions are limited by
lack of recycling capacity or recycling
capability.

When rMat price is higher than market
expectations & as a result substitution with
virginis limited, limiting investment in
recycling capacity.

Used when local finished goods demand or
recycling capacity is insufficient to consume
targeted collection rate.

Will apply to all transactions between
registered WP’s and participating BBC's.

Used when recycling capacity exists but
input price is too low to support informal
collection at desired rate.

&
PRO SUPPORT MECHANISM WHEN TO USE IT IMPACT ﬁ Q

Increases prices paid to
collectors and incentivizes and
supports recycler growth.

To raise the prices paid for PCR
in rural/regional centres.

Reduces risk / cost of capital for
recycler increasing investment
and indirectly increasing prices
paid for PCR.

Increases competitiveness of
rMat vs. virgin. Helps grow local
recycling capacity and capability.

Prevents potential negative
impact of excess PCR supply,
helps grow local recycling
capacity.

Increase earnings of WP’s
directly. May increase collection
of some lower value materials.

Raises incentive for informal
collection & trade in targeted
material.
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