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Oversight Fee
Consultation Overview
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Fee Consultation _———
Objective \

Working together towards transparent

fee setting and provide visibility into - :
Producers are invited to provide

N ext yea F'S fees . feedback on specific aspects of the fee \

methodology.

Producer Input

Our goal is to engage Producers in a transparent consultation
process that supports informed decision-making. Through this
discussion, we aim to gather Producer input, share early financial
projections, and provide clarity on the assumptions guiding the
2026 oversight fee.

Next Year Budgeting

2026 Oversight Fee

@ The 2026 oversight fee will reflect the forecasted
cost of oversight activities between January 1, their 2026 financial obligations with
2026 and December 31, 2026. greater accuracy

Preliminary fee information is shared to

help Producers plan and budget for



Fee Setting Cycle
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Supply Reports Consultation Invoicing
01 02 04
Receive Previous Year Consult Stakeholders Approval & Posting of Invoicing of
Supply Reports on Draft Fees Final Fees Oversight Fees
Supply reports are due on Consultation begins between Following consultation, fees Invoices be issued to
June 30t annually and September-October annually will be approved and posted Producers in April of the
provide ARMA with to set the fees for the in February. following year.
information on previous following year.
calendar year’s supply
information.
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Oversight Fee
Setting Principles
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Objectives
When Setting
Fees

Reasonable Oversight Fees

+ Oversight fees are established based on
oversight costs and fairly allocated to either
PPP or HSP.

* Continuous improvement and refinement in
the approach to cost allocation between PPP
and HSP.

® Financial Sustainability

® Transparent Process

» Oversight fees are sufficient for ARMA to

ARMA will engage in open communications oversee the EPR system.
and transparent consultation with stakeholders * Maintain a reserve to provide operational agility to
on proposed fee-setting methodologies and respond to liabilities, ongoing and emerging risks
proposed fees. and priorities.
Alberta,.
recyclin
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Framework to Set Fees

©

ARMA’s Cost Allocation by
Budget PPP or HSP
Start-up and annual The proportional cost of
operating costs reflect the oversight between PPP and
total cost of oversight for the HSP.
EPR system.

Cost Allocation by
Producer

For each of PPP and HSP,
the methodology for
determining the cost of
oversight for an individual
Producer.
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Amortization of Start Up Costs

Budget Categories fl  overstonacapta

Start-up costs include initial expenses for setting up the
oversight of the EPR system, such as bylaws and policy
development, stakeholder engagement, and capital

investments necessary to support registry infrastructure.

Key cost components to be recovered

Annual Costs
Operation & Capital

These are ongoing costs associated with the regular
operations of the EPR oversight. They cover administrative,
operational, and capital expenses needed.

Surplus/Deficit Adjustment
1@ @ Changes in Supply Volume After Fee Setting

O [ fAbs | Adjustments to the Oversight Fee based on adjustments to
supply reports used for the previous year’s cost recovery
target.

A Financing Costs

\VH'Z Start-Up
@ Refer to the expenses incurred from borrowing funds to cover

initial program costs. These include interest payments on
loan taken to fund the start-up.

AlbertaI i

Note: 2026 operating and capital costs are estimates recyc ing
and are subject to ARMA Board approval. RIEITIREEN.




Oversight Fee Allocation

Producer Registration Trends

The allocation of costs between PPP and
HSP will remain at 86% allocated to PPP and
14% allocated to HSP.

The number of new Producers is growing at
a consistent rate between the 2 programs
since last year’s fee setting.

86%,/14% Split

INSPIRING A FUTURE WITHOUT WASTE
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Individual Producer Oversight Fee Components

45% of Producers

will only be required to pay a flat fee

Producers whose total material supply exceeds the threshold
will incur a variable fee in addition to the flat fee. The
thresholds for materials are:

* 50,000 kg for PPP

e 1,000 kg for HSP

Estimated _ Flat Fee by + Variable Rate x
Oversight Fee - Program Supply Volume

Total Oversight Fee Flat Fee Variable Fee

Producers can estimate their All Producers subject to fees Producers supplying over the
EPR oversight fee for the next will pay this flat fee. material threshold will incur
year using this formula. an additional variable rate.
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Factors Influencing
The Cost Recovery
Objective
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EPR Start Up Cost — Forecast vs Actual

Update on the Results

0
c
of the EPR Start-Up Costs 2 ;
= 512
=
During the 2024-2025 oversight fee setting process, start-up costs were not yet finalized, and best
estimates were used. As we set the 2026 oversight fees, we can now report on the final actuals. $10
*  Theinitial estimate for start-up costs was $13.4 million, while the actual costs
came in at just over $12 million, resulting in a favorable variance of . Forecast Start-Up Costs
approximately $1.4 million.
*  The variance is primarily attributed to lower consulting and legal expenditures
and the deferral of a portion of capital cost to build the Registry. $6

$4
Forecast Cost Actual Costs
1 e Forecast cost was used to help set Costs for the start-up phase of EPR $2
the 2024 & 2025 Oversight Fees. has been finalized and ARMA’s

financial statements have been

audited by third-party. S0 Actual Start-Up Costs
Start Up Costs

Alberta,.
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2024 & 2025 Cost Recovery Objective Summary

2024 (Actuals) & 2025 (Forecast)

Overall PPP HSP
Start-Up Operation Costs $2,500,000 $2,150,000 $350,000
Start-Up Capital Costs $1,500,000 $1,300,000 $200,000
Start-Up Financing Costs $1,300,000 $1,150,000 $180,000
Annual Operating Budget $5,400,000 $4,720,000 $650,000
Annual Capital Costs $0 $0 $0
Annual Operating Financing Costs $0 $0 $0
Previous Year Surplus/Deficit Adjustment (30)* ($0)* $0
Reserve Fund Contribution $1,500,000 $1,300,000 $200,000
$12,200,000 $10,620,000 $1,580,000
Current Year Projected Surplus/Deficit $200,000 $0 $200,000
$12,400,000 $10,620,000 $1,780,000
15  *Previous year surplus and deficit largely offset one another, with Producer reporting adjustments balanced by Alberta,.
new revenue from Producers who registered later in the year. recych!!g



Surplus/Deficit Adjustment Due to Supply Volume

Oversight fees are influenced by adjustments to producer supply
reports, which generally fall into two main categories (outlined below).

As a result, the annual cost recovery may differ from the recovery
objective, impacting the following year’s target based on any overall
surplus or deficit.

Adjustment to Existing Volume ‘ @
I {C}} | Changes in reported supply volume
that were initially used to calculate
fees. ]
New Supply Volume

Additional volume from Producers

who registered or reported after

fees were set.

era,.
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PPP Surplus/Deficit Breakdown

2024 & 2025 PPP Surplus/Deficit by Category
Surplus/Deficit Impacted by

Significant Producer Adjustment

Adjustment to Supply Volume
*  Both 2024 and 2025 oversight fees were impacted by

a significant supply volume adjustment from one

roducer, resulting in an under-recovery of planned
P g yorp New Supply Volume
revenue. The adjustment affected both years since
the 2023 supply volume was used to set the oversight
fee for both years. Start Up Budget vs Actual Variance
* Favorable variances in the EPR start-up costs and the

2025 operating budget offset this shortfall, resulting

in an overall near net-zero position. Projected Operating Budget Variance

-15% -10% -5% 0% 5% 10% 15%
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HSP Surplus/Deficit Breakdown

Favorable Surplus in
Oversight Fee Recovery

*  With no significant adjustments, HSP program is
projected to end the current Oversight Fee year
with a surplus.

* The surplus will help offset Oversight Fees for the

2026 recovery year.

INSPIRING A FUTURE WITHOUT WASTE

2024 & 2025 HSP Surplus/Deficit by Category

Adjustment to Supply Volume

New Supply Volume

Start Up Budget vs Actual Variance

Projected Operating Budget Variance

-15% -10% -5% 0% 5% 10% 15%
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Supply Data Used in Cost Allocation

Cost Allocation is calculated
based on current submitted
supply reports

* The cost allocation used in calculating the
draft fee rates is based on submitted
Supply Reports from Producers.

* ARMA is actively engaging with Producers
who have not yet submitted their supply
reports to ensure this data is provided as
soon as possible.

* Producers who fail to submit their Supply
Reports may be subject to penalties for
contravening ARMA’s bylaws.

PPP Reporting Rate HSP Reporting Rate

88% of registered Producers 79% of registered Producers

required to report supply data have required to report supply data have

submitted their supply report. submitted their supply report.

Alberta,.
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Cost Recovery Objective - 2026

Total PPP HSP
Start-Up Operation Costs $1,250,000 $1,075,000 $175,000
Start-Up Capital Costs $750,000 $645,000 $105,000 * FlatFee: $170
Start-Up Financing Costs $365,000 $315,000 $50,000 * Variable Rate: $0.0340/kg
Annual Operating Budget $5,700,000 $4,900,000 $800,000
Annual Capital Costs $800,000 $688,000 $112,000
Reserve Fund Contribution $0 $0 $0
LI ETR G WA\ $8,865,000 $7,623,000 $1,242,000 * FlatFee: $350
Annual Surplus/Deficit RN 5 15200000 * Variable Rate: $0.1167/kg

Adjustment

$8,665,000* $7,623,000 $1,042,000

Total Recovery Amount

21 *For reference, when 2025 oversight fees were established, the cost recovery target was set at $9.1 million. The Alberta 2N
latest forecast now estimates the requirement at $8.3 million. recycnng
MANAGEMENT W AUTHORITY



PPP Cost Recovery Comparison — 2025 vs 2026

= Inthe PPP program, both the flat and variable oversight fee

Single-Use Products,

components show a modest increase for 2026. This change

PaCkaglng' and Paper reflects the transition from last year’s near net-zero
surplus/deficit position and incorporates updated supply data
Products /
adjustments due to error in previous year’s supply report. $ 1 7 O
Flat Fee
$30 Flat Fee Increase 15% Increase in Variable Rate
The effect of the overall cost recovery The variable rate will increase by 15% from
allocated to PPP reflects a flat fee increase 2025 for Producers exceeding the 50,000 kg
of $30 for all obligated Producers. threshold. This adjustment reflects updated $0 ° 0340

cost allocations and supply volumes.
Per KG

S 140 Flat Fee in 2025 $0,0294 Per KG Variable Rate in 2025

22 Alberta,.—
recyclin
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HSP Cost Recovery Comparison — 2025 vs 2026

Hazardous and
Special Products

4

$120 Flat Fee Decrease

The flat fee will decrease by $120,
reflecting a favorable cost position driven
by program surpluses and consistent
supply volume trends.

5470 Flat Fee in 2025

23

In the HSP program, both the flat and variable
oversight fee components are projected to decrease in
2026. This change reflects a forecasted surplus carried

forward from 2025.

15% Decrease in Variable Rate

The variable rate will decrease by 15% from
2025, reflecting cost efficiencies and the
carry-forward surplus that offsets part of
the upcoming year’s recovery objective.

$0.1383 Per KG Variable Rate in 2025

$350

Flat Fee

$0.1167

Per KG
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Supply Data — Year Over Year Comparison

Year-Over-Year Change in Supply Volume

W 2024 Supply 2023 Supply

Slight Decrease in

PPP

* The graph to the right shows the change in reported supply 230 - 259
volumes for both the PPP and HSP programs. While overall

226

supply volumes have decreased slightly year over year, the
difference is not significant.

* For PPP, the red section highlights an adjustment made by a

significant impact on the budgeted cost recovery amount

HSP
for the 2024 and 2025 Oversight Fees. 39
Albertal Yl
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Anticipated Enhancements to the Registry

Compliance Process

As compliance processes and procedures
are developed, select functions will be
built directly into the system to support
tracking, audit trails and workflow.

. Reporting
. Enhanced operational and analytical
reporting will be developed to support

compliance monitoring, performance

evaluation, and business insights.

INSPIRING A FUTURE WITHOUT WASTE

Management Reporting

Development of management
reporting functions for Producers,

PROs, and Processing Facilities.

Verification/Audit

Depending on the finalized approach,
portions of verification process will be
integrated to enhance traceability and

data validation.

Alberta,.
recycling
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Payment Through a PRO

The option to pay through a PRO is being developed to enhance convenience for producers and is
scheduled to be available in 2026.

PROs have yet to confirm if they will pay on behalf of their Producers.

Alberta,.
recycling



Payment Terms, Options
& Interest Policy

Simple, Producers are expected to adhere to the payment terms and
Flexible, options provided by ARMA to ensure smooth operations and
Transparent regulatory compliance. It's crucial to review and understand the
available payment methods, standard payment terms, and
ARMA'’s interest policy on late payments.

R

Payment Options Payment Terms Interest Policy

Convenient payment methods: » Standard 60-day payment * 15% annual interest rate.

» Bank Draft, Cheque, or period. » Charged on overdue
Money Order * Timely payments ensure accounts.

» Electronic Funds Transfer compliance.
(EFT)

» eTransfer or Online/
Telephone Banking




Producer Consultation —
Survey Overview
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Survey - Specific Questions

Consultation Survey Questions

We are seeking your input on key aspects of the oversight fees through this
survey. The goal is to gather feedback on how we can structure the fees to
best reflect fairness and sustainability. Your participation will help us shape
the final structure, ensuring the system is both effective and manageable
for all stakeholders involved. Below are the two key areas where we need
your input.

Variable Fee Threshold

Flat Fee Contribution
1 e Percent

3 options to choose from for
the amount flat fee revenue
contributes to overall
recovery:

* 1% of cost recovery target
* 2% of cost recovery target
* 5% of cost recovery target

29

The supply threshold for when
obligated Producers incur the
variable rate in addition to the
flat rate. Options are:

e 35% Flat / 65% Flat + Variable
e 40% Flat / 60% Flat + Variable
e 45% Flat / 55% Flat + Variable

PPP Oversight Fee Options

Proposed Flat Fee

Flat Fee Contribution
as a Percentage of
Cost Recovery Target

Option 1 1% $85
Option 2 2% $170
Option 3 5% ‘ $430

Flat Fee

Option A

35% 1 65%

Proposed Variable Fee Threshold

Option B Option C

40% ! 60% 45% I 56%

Threshold: 35,000 kg | Threshold: 45,000 kg | Threshold: 50,000 kg

$0.0339

$0.0342 $0.0343

$0.0336

2B
$0.0338 $0.0340

-

$0.0326

3B
$0.0328 $0.0330

HSP Oversight Fee Options

Proposed Flat Fee

Proposed Variable Fee Threshold

Option 1 1% $70 $0.1220 $0.1221 $0.1222
Option 2 2% $140 $0.1207 $0.1207 $0.1208
Option 3 5% $350 m $0.1165 $0.1166 m $0.1167
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Update to Supply Report Verification Requirement

Taking a Thoughtful Approach to
Supply Report Verification

ARMA is taking additional time to evaluate the most effective Status: In Progress

approach for verifying Producer Supply Reports. We are evaluating ([ SuppiyData _|)  Brandinformation )  Documentis)Upload )  Summary
whether to continue with annual verification or transition to a risk- Supply Data Third Party Verification

based audit model to ensure data accuracy while minimizing Plcase upioad the Supply Data Third Party Verification Document.

administrative burden. Our goal is to establish a process that is browided attestalion lonm in place of veriicaton e oporing period:insioad, piease sign and upload e

p ra Ctlcal for Prod ucers, COSt-effeCtlve to ad m | n |Ste r,a nd d rives best Additionally, verification of 2023 supply data from the 2024 supply report is no longer required.
practices.

2, Attach Documents

2026 Verification

“Do you charge a visible fee with respect of the supply of a Designated Material?
Yes
MNo

Requirement Deferred

e ———————————— et
AlbertaI g oy
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Thank You

We look forward to your written feedback!

epr@albertarecycling.ca

e
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