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The financial statements of Encorp Pacific (Canada) have been prepared by management in accordance
with Canadian accounting standards for not-for-profit organizations (“ASNPQ”). Any financial
information contained elsewhere in this report has been reviewed to ensure consistency with the
financial statements.

Management is responsible for the integrity of the financial statements and has established systems of
internal control to provide reasonable assurance that assets are safeguarded, transactions are properly
authorized and financial statements are prepared in a timely manner.

Encorp Pacific (Canada) maintains a system of internal accounting and administrative controls. They are
designed to test the adequacy and consistency of internal controls, practices and procedures. Deloitte,
the independent auditors appointed by the Board of Directors, has audited the financial statements of
Encorp Pacific (Canada) in accordance with Canadian generally accepted auditing standards. The
Auditor’s Report outlines the scope of this independent audit and expresses an opinion on the financial
statements of Encorp Pacific (Canada).
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To the Members of
Encorp Pacific (Canada)

Opinion

We have audited the financial statements of Encorp Pacific (Canada) (the “Corporation”), which comprise
the statement of financial position as at December 31, 2022, and the statements of operations, changes
in net assets and cash flows for the year then ended, and notes to the financial statements, including a
summary of significant accounting policies (collectively referred to as the “financial statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Corporation as at December 31, 2022, and the results of its operations and its cash flows
for the year then ended in accordance with Canadian accounting standards for not-for-profit
organizations.

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards (“Canadian
GAAS”). Our responsibilities under those standards are further described in the Auditor’s Responsibilities
for the Audit of the Financial Statements section of our report. We are independent of the Corporation in
accordance with the ethical requirements that are relevant to our audit of the financial statements in
Canada, and we have fulfilled our other ethical responsibilities in accordance with these requirements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our opinion.

Responsibilities of Management and Those Charged with Governance for the
Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Canadian accounting standards for not-for-profit organizations, and for such internal

control as management determines is necessary to enable the preparation of financial statements that
are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Corporation’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Corporation or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Corporation’s financial reporting
process.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian GAAS will always detect a material misstatement when it
exists. Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of these financial statements.

As part of an audit in accordance with Canadian GAAS, we exercise professional judgment and maintain
professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not detecting
a material misstatement resulting from fraud is higher than for one resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Corporation’s internal control.

e Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Corporation’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are required to draw attention in our auditor’s
report to the related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to the date of our
auditor’s report. However, future events or conditions may cause the Corporation to cease to
continue as a going concern.

e Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events in
a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

Qelott (0P

Chartered Professional Accountants
May 10, 2023
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STATEMENT OF OPERATIONS

Encorp Pacific (Canada)
Statement of operations
Year ended December 31, 2022
2022 2021
Notes $ $
Revenue
Deposits on containers 166,107,152 147,082,849
Deposit refunds (127,248,042) (111,612,630)
38,859,110 35,470,219
Container recycling fees 52,815,899 44,930,041
Contract fees 9,340,958 10,433,412
Sale of recyclable materials 28,589,631 20,698,896
Other 1,375,438 150,634
130,981,036 111,683,202
Operating expenses
Collection 68,707,065 60,104,686
Transportation and processing 36,215,050 27,986,310
104,922,115 88,090,996
Other expenses
General and administrative 7,469,022 7,227,484
Consumer awareness 5,417,954 3,870,622
Amortization 849,305 772,078
Foreign exchange gain (1,127,304) (236,636)
12,608,977 11,633,548
Excess of revenue over expenses 13,449,944 11,958,658
The accompanying notes are an integral part of the financial statements.
Page 3
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STATEMENT OF CHANGES IN NET ASSETS

Encorp Pacific (Canada)
Statement of changes in net assets
Year ended December 31, 2022

Internally Investment Geographical

restricted in capital coverage 2022 2021
reserve assets reserve Unrestricted Total Total
Notes $ $ $ $ $ $
Net assets,

beginning of year 7,467,548 5,054,110 - 22,426,259 34,947,917 22,989,259
Excess of revenue over expenses - (849,305) - 14,299,249 13,449,944 11,958,658

Purchase of capital assets, net of
disposals and long-term debt - 2,461,349 - (2,461,349) - -
Transfers to reserves 5 720,871 - 25,408,602 (26,129,473) - -
Net assets, end of year 8,188,419 6,666,154 25,408,602 8,134,686 48,397,861 34,947,917

The accompanying notes are an integral part of the financial statements.

Page 4
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STATEMENT OF FINANCIAL POSITION

@)

Encorp Pacific (Canada)

Statement of financial position
As at December 31, 2022

2022 2021
Notes * $
Assets
Current assets
Cash 70,933,838 50,794,092
Accounts receivable 3 6,935,924 9,937,360
Prepaid expenses and deposits 1,473,350 2,782,507
79,343,112 63,513,959
Capital assets 1 8,385,597 6,825,352
87,728,709 70,339,311
Liabilities
Current liabilities
Accounts payable and accrued liabilities 24,184,721 21,724,434
Deferred revenue 11,612,659 10,162,517
Advance payment from brand owners 1,814,025 1,733,201
Current portion of long-term debt 52,614 51,158
37,664,019 33,671,310
Long-term debt 7 1,666,829 1,720,084
39,330,848 35,391,394
Commitments 8
Net assets 48,397,861 34,947,917
87,728,709 70,339,311
The accompanying notes are an integral part of the financial statements.
.-‘I &
Approved by the Board
S Fd ”
ol v
Y / , Director
< &{&q %){q , Director

Page 5

Encorp Pacific (Canada) | 2022 Annual Report



69

STATEMENT OF CASH FLOWS

Encorp Pacific (Canada)

Statement of cash flows
Year ended December 31, 2022

2022 2021
$ $
Operating activities
Excess of revenue over expenses 13,449,944 11,958,658
Items not affecting cash
Amortization 849,305 772,078
Loss on disposal of capital assets 37,582 4,390
14,336,831 12,735,126
Changes in non-cash operating working capital
Accounts receivable 3,001,436 (1,048,158)
Prepaid expenses and deposits 174,124 (1,392,026)
Accounts payable and accrued liabilities 2,460,287 5,264,145
Deferred revenue 1,450,142 956,007
Advance payment from brand owners 80,824 1,728,727
21,503,644 18,243,821
Investing activities
Purchase of capital assets (1,317,599) (5,290,696)
Proceeds from sale of capital assets 5,500 4,228
(1,312,099) (5,286,468)
Financing activities
Proceeds from long term debt - 1,800,000
Repayments of long term debt (51,799) (28,758)
(51,799) 1,771,242
Net change in cash 20,139,746 14,728,595
Cash, beginning of year 50,794,092 36,065,497
Cash, end of year 70,933,838 50,794,092
Non- cash transactions
Deposits transferred to capital assets 1,135,033 —

The accompanying notes are an integral part of the financial statements.
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NOTES TO FINANCIAL STATEMENTS

Encorp Pacific (Canada)
Notes to the financial statements
December 31, 2022

1. Operations

Encorp Pacific (Canada) (the “Corporation”) was incorporated without share capital pursuant to
Part II of the Canada Corporations Act on October 1, 1998 and continued effective June 11,
2014 under the Canada Not-for-Profit Corporations Act. The Corporation owns 100% of a wholly
owned subsidiary, through a bare trust agreement, and all benefits accrue to the Corporation
and the balances, gains and losses are included in these financial statements. The Corporation
is exempt from income taxes and carries on its operations without monetary gain to its
members.

The Corporation has been appointed by participating brand owners to carry out its duties
pursuant to the terms of the Recycling Regulation of the Environmental Management Act of
British Columbia.

Under this appointment, the Corporation acts to develop a Stewardship Plan in the form
prescribed by the Recycling Regulation for the collection and management of containers for and
on behalf of the brand owners in an efficient, cost-effective, and socially and environmentally
responsible manner. The appointment also allows the Corporation to establish charges for its
services as required to generate fees sufficient to meet its current and future financial
requirements, including deposit refunds and operating costs.

The objectives of the Corporation are to promote and facilitate the recycling of used beverage
containers in British Columbia through education, public awareness and management under the
Recycling Regulation. Although an excess or deficiency of revenue over expenses may occur on
an annual basis, the Corporation’s objective is to operate on a cost recovery basis.

Under contract, the Corporation also provides material handling with respect to recycling of
certain consumer electronics and packaging and printed paper.

2. Significant accounting policies

These financial statements have been prepared in accordance with Canadian accounting
standards for not-for-profit organizations (*ASNPQ"), incorporating the following significant
accounting policies:

(a) Revenue

Deposits on containers and container recycling fees are received from brand owners on
each container sold in the province of British Columbia. The Corporation records revenue
from deposits on containers and container recycling fees as services are provided in
relation to its obligations under the Stewardship Plan.

Contract fees are recorded when the services are provided.
Recyclable materials revenue is recorded when the containers are shipped to recyclers.

On January 1, 2022, the Corporation adopted the amendments to Revenue, Section 3400 in
Part II of the Handbook, which ASNPO 4410 Contributions — Revenue recognition requires
the Corporation to follow. The amendments provided additional guidance with respect to
the identification of performance obligations, the recognition of revenue on certain types of
contracts and the presentation of revenue on a gross or net basis.

The adoption of the above amendments did not have an impact on the Corporation’s
recognition, presentation or disclosures of revenue.

Page 7
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NOTES TO FINANCIAL STATEMENTS

Encorp Pacific (Canada)
Notes to the financial statements
December 31, 2022

(c)

(d)

(e)

(f)

2. Significant accounting policies (continued)

(b) Deferred revenue

The Corporation defers revenue related to deposits and container recycling fees received or
receivable prior to year-end for which the related deposit refunds, handling fees and
transportation and processing fees will be paid for container returns received subsequent to
year-end. The determination of such a deferral is subject to estimates that reflect
management’s determination of the most probable set of economic conditions, including
the estimated turnaround time for consumers returning used beverage containers for
refunds. The turnaround time is estimated to be 7.5 weeks.

Direct operations expenses and other expenses

Handling fees to depots, and transportation and processing fees, are recorded on the date
the containers are collected by transporters. Other expenses are recorded in the period the
related goods or services are received.

Foreign currency translation

Monetary assets and liabilities denominated in foreign currencies are translated into
Canadian dollars at the exchange rate prevailing at the statement of financial position date.
Exchange differences are included in income as they arise. Revenues and expenses
denominated in foreign currencies are translated at the exchange rate prevailing at the
transaction date.

Capital assets

The Corporation records capital assets at cost less accumulated amortization. Amortization
is provided on a straight-line basis over the estimated useful lives of the assets as follows:

Mobile Compaction 10 years
Express & Go stations 5 years
Computer hardware 3 years
Office equipment 5 years
Leasehold improvements 3-5 years
Computer software 3 years
Building 10 years

Assets under development are not subject to amortization until development is complete.

Capital assets are tested for recoverability whenever events or changes in circumstances
indicate that the asset no longer has any long-term service potential to the Corporation. An
impairment loss is recognized to the extent that the carrying value of the asset exceeds its
fair value.

Leases

Leases are classified as either capital or operating leases. A lease that transfers
substantially all of the benefits and risks incidental to ownership of the property is classified
as a capital lease. At the inception of a capital lease, an asset and an obligation are
recorded at an amount equal to the present value of the lessee’s minimum lease payments
or the property’s fair value at the beginning of the lease. All other leases are accounted for
as operating leases.

Page 8
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NOTES TO FINANCIAL STATEMENTS

Encorp Pacific (Canada)
Notes to the financial statements
December 31, 2022

2. Significant accounting policies (continued)
(g) Use of estimates

The preparation of financial statements in conformity with ASNPO requires management to
make estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenue and expenses during the reporting period.

Specific items subject to estimation include the allowance for doubtful accounts, estimated
useful lives and potential impairment of capital assets, deferred revenue and accrued
liabilities.

These estimates are reviewed periodically, and, as adjustments become necessary, they

are reported in the statement of operations in the year in which they become known.
Actual results could differ from those estimates.

(h) Financial instruments

The Corporation’s financial instruments consist of cash, accounts receivable, accounts
payable and long-term debt.

Financial assets and financial liabilities originated or exchanged in arm’s length transactions
are initially recognized at fair value when the Corporation becomes a party to the
contractual provisions of the financial instrument. Financial assets and financial liabilities
originated or exchanged in related party transactions, except for those that involve parties
whose sole relationship with the Corporation is in the capacity of management, are initially
recognized at cost.

The cost of a financial instrument in a related party transaction depends on whether the
instrument has repayment terms. The cost of financial instruments with repayment terms
is determined using its undiscounted cash flows, excluding interest and dividend payments,
less any impairment losses previously recognized by the transferor. The cost of financial
instruments without repayment terms is determined using the consideration transferred or
received by the Corporation in the transaction. Subsequently, all financial instruments are
measured at amortized cost.

Transaction costs related to financial instruments measured at fair value are expensed as
incurred. For all other financial instruments, the transaction costs are added to the carrying
value of the asset or netted against the carrying value of the liability and are then
recognized over the expected life of the instrument using the straight-line method. Any
premium or discount related to an instrument measured at amortized cost is amortized
over the expected life of the item using the straight-line method and recognized in the
statement of operations.

With respect to financial assets measured at cost or at amortized cost, the Corporation
recognizes in the statement of operations an impairment loss, if any, when it determines
that a significant adverse change has occurred during the period in the expected timing or
amount of future cash flows. When the extent of impairment of a previously written down
asset decreases, and the decrease can be related to an event occurring after the
impairment was recognized, the previously recognized impairment loss is reversed in the
statement of operations in the period the reversal occurs.

3. Government remittances

Government remittances consist of amounts (such as payroll withholdings, sales taxes,

employer health tax and Workers’ Compensation Board remittances) required to be paid to

government authorities and are recognized when the amounts become due. In respect of

government remittances, the net position is a receivable of $177,353 (receivable of $81,769 in

2021). Page 9
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NOTES TO FINANCIAL STATEMENTS

Encorp Pacific (Canada)
Notes to the financial statements
December 31, 2022

4. Capital assets

2022 2021

Accumulated Net book Net book

Cost amortization value value

$ $ $ $

Land 3,680,786 - 3,680,786 3,697,497
Mobile Compaction 3,164,887 403,288 2,761,599 1,629,186
Express & Go stations 985,549 189,155 796,394 530,875
Computer hardware 3,480,607 3,124,154 356,453 508,127
Office equipment 1,008,494 867,339 141,155 320,700
Leasehold improvements 852,169 441,991 410,178 94,330
Computer software 336,003 125,382 210,621 12,844
Building 33,823 5,412 28,411 31,793
13,542,318 5,156,721 8,385,597 6,825,352

5. Reserves and unrestricted balance
Internally restricted reserve and unrestricted balance

The Board of Directors has established an internally restricted reserve in recognition of the
principle that the costs of recycling each container type are to be borne independent of other
container types. The objective of the reserve is to defer the implementation of the container
recycling fee on container types for which the current unredeemed deposits exceed the net
costs of recycling. The reserve level is reviewed annually. The reserve may also be used to
develop and implement strategies to improve recovery rates of these specific containers. As a
result of the annual review, an amount of $720,871 was transferred from the unrestricted
reserve to restricted reserve during the current year ($6,157,596 was transferred from the
unrestricted reserve to restricted reserve in 2021).

Geographical coverage reserve and unrestricted balance

The Board of Directors has established a geographical coverage reserve. The purpose of the
Geographical Reserve is to increase the geographical coverage in areas where adequate Return-
It collection sites are not available and thereby maximize the recovery of deposit bearing
beverage containers for recycling. As a result of the annual review, an amount of $25,408,602
was transferred from the unrestricted reserve to geographical coverage reserve during the
current year (nil transfers from the unrestricted reserve to geographical coverage reserve in
2021).

6. Bank Facilities

The Corporation has the following facilities with Royal Bank of Canada:

Limit Used
$ $

Description
Revolving demand facility 2,000,000 —
Revolving lease line of credit 1,000,000 —

The revolving demand facility bears interest at the bank’s prime rate plus 0.25% per annum.
The bank facilities are secured by all property (unless subject to prior charges) of the

Corporation. Page 10
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NOTES TO FINANCIAL STATEMENTS

Encorp Pacific (Canada)
Notes to the financial statements
December 31, 2022

7. Long-term debt

Long-term debt consists of a non-revolving term facility with Royal Bank of Canada with related
monthly principal and interest payments, interest rate and maturity date.

Monthly blended

payments Interest rate Maturity 2022 2021

$ % $ $

8,356 2.81 June 2026 1,719,443 1,771,242

Less: current portion (52,614) (51,158)
Long-term portion 1,666,829 1,720,084

The interest related to long-term debt, which is included in the general and administrative
expenses, is $48,473 ($29,734 in 2021). The long-term debt is secured by all property
(unless subject to prior charges) of the Corporation.

The aggregate minimum amount of principal payments based on scheduled repayment terms
required are as follows:

S
2023 52,614
2024 53,981
2025 55,648
2026 1,557,200

1,719,443

8. Commitments

The Corporation has entered into operating leases for its premises and certain equipment.
The total future minimum lease payments and related minimum maintenance and services fees
for the next five years and thereafter are as follows:

$

2023 751,404
2024 724,723
2025 720,354
2026 559,292
2027 and thereafter 44,063
2,799,836

Page 11
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NOTES TO FINANCIAL STATEMENTS

Encorp Pacific (Canada)
Notes to the financial statements
December 31, 2022

9. Related parties

The Corporation owns 100% of Encorp Pacific Inc. ("EPI"). EPI is inactive and its balance sheet

is as follows:
$
Cash 2
Shareholder’s equity 2

The Corporation owns 100% of 1304620 B.C. Ltd. and, through a bare trust agreement dated
May 20, 2021, is the beneficial owner of 100% of the real property to which 1304620 B.C. Ltd.
holds legal title.

During the year, the Corporation paid $199,608 ($188,047 in 2021) in Directors’ fees, which is
included in the general and administrative expenses.

10. Financial instruments
Foreign currency risk

The Corporation is exposed to foreign exchange risk through its cash, accounts receivable and

accounts payable and accrued liabilities that arise on sales of recyclable materials denominated
in US dollars. At December 31, 2022, the net US dollar exposure on cash, accounts receivable,
accounts payable and accrued liabilities was US$2,436,186 (US$14,953,363 in 2021).

Interest rate risk

Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes
in interest rates and the degree of volatility of these rates. The Corporation is primarily exposed
to interest rate risk through use of bank facilities. The Corporation does not use derivative
instruments to reduce its exposure to interest rate risk.

Credit risk

The Corporation’s assets subject to credit risk consist of cash and accounts receivable.
The Corporation maintains its cash with a major, reputable financial institution. Accounts
receivable consists of amounts outstanding from brand owners and material recyclers.
The Corporation monitors the creditworthiness of brand owners and material recyclers to
minimize the risk of loss.

Liquidity risk

The Corporation’s objective is to have sufficient liquidity to meet its liabilities when due.

The Corporation monitors its cash balances and cash flows generated from operations to meet
its requirements. As at December 31, 2022, the most significant financial liabilities are accounts
payable and accrued liabilities and long-term debt.

Page 12
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INDEPENDENT REASONABLE
ASSURANCE REPORT

[ Deloitte LLP
410 West Georgia Street
@ Vancouver BC V6B 0S7

Canada

Tel: 604-669-4466
www.deloitte.ca

INDEPENDENT REASONABLE ASSURANCE
REPORT FOR SELECTED NON-FINANCIAL
INFORMATION

To the Directors of Encorp Pacific (Canada)

We have been engaged by Encorp Pacific (Canada) ("Encorp”) to perform a reasonable assurance
engagement in respect of the following information, referred to as the “Selected Information”, detailed
within Encorp’s Annual Report to the Ministry of Environment and Climate Change Strategy and in
Appendix A, for the year ended December 31, 2022:

e The location of collection facilities, and any changes in the number and location of collection
facilities from the previous report in accordance with Section 8(2)(b) of B.C. Regulation 449/2004
(the “Recycling Regulation”);

e The description of how the recovered product was managed in accordance with the pollution
prevention hierarchy in accordance with Section 8(2)(d) of the Recycling Regulation;

e The total amount of the producer’s product sold and collected and, if applicable, the producer’s
recovery rate in accordance with Section 8(2)(e) of the Recycling Regulation; and

e Performance for the year in relation to approved targets under Section 8(2), (b), (d) and (e) in
accordance with Section 8(2)(g) of the Recycling Regulation.

Our opinion does not constitute a legal determination on Encorp’s compliance with the British
Columbia Regulation 449/2004 Recycling Regulation.

Management’s responsibility

Management is responsible for the preparation of the Selected Information in accordance with the
evaluation criteria as listed in Appendix A. Management is also responsible for such internal control as
management determines is necessary to enable the preparation of the Selected Information such that
it is free from material misstatement. Furthermore, management is responsible for preparation of
suitable evaluation criteria in accordance with the guide to third party assurance for non-financial
information in annual reports for the 2022 reporting year, dated November 2019 (“Assurance
Requirements”) as specified by the Director under Section 8(2)(h) of the Recycling Regulation of the
Province of British Columbia.

Our responsibility

Our responsibility is to express a reasonable assurance opinion on the Selected Information based on
the evidence we have obtained. We conducted our reasonable assurance engagement in accordance
with the International Standard on Assurance Engagements 3000 (ISAE 3000), “Assurance
Engagements other than Audits or Reviews of Historical Financial Information” published by the
International Federation of Accountants. This standard requires that we plan and perform the
engagement to obtain reasonable assurance about whether the Selected Information is free of

material misstatement.
Page 1
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Reasonable assurance engagement is a high level of assurance, but is not a guarantee that an
engagement conducted in accordance with this standard will always detect material misstatements
when it exists. The nature, timing and extent of procedures selected depends on our professional
judgment, including an assessment of the risks of material misstatement of the Selected Information,
whether due to fraud or error, and requires obtaining audit evidence about the preparation of the
Selected Information in accordance with evaluation criteria listed in Appendix A.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Our Independence and Quality Control

We have complied with the relevant rules of professional conduct/code of ethics applicable to the
practice of public accounting and related to assurance engagements, issued by various professional
accounting bodies, which are founded on fundamental principles of integrity, objectivity, professional
competence and due care, confidentiality and professional behavior.

The firm applies Canadian Standard on Quality Control 1, Quality Control for Firms that Perform Audits
and Reviews of Financial Statements, and Other Assurance Engagements and, accordingly, maintains
a comprehensive system of quality control, including documented policies and procedures regarding
compliance with ethical requirements, professional standards and applicable legal and regulatory
requirements.

Applicable criteria and key assurance procedures
The applicable evaluation criteria are presented in an Appendix A to this report. The procedures we
performed as the basis for our conclusion included the following:

e Interviewing relevant Encorp management and staff responsible for data collection and reporting;

e Obtaining an understanding of the management systems, processes, and controls used to
generate, aggregate and report the data;

e Testing relevant controls, documents and records on a sample basis;

e Testing and re-calculating quantitative information related to the Selected Information on a
sample basis; and

e Reviewing the consistency of the Selected Information with the related disclosures in the Annual
Report of Encorp.

Inherent limitations

Non-financial performance information is subject to more inherent limitations than financial
information, given the characteristics of the Selected Information and the methods used for
determining and calculating such information. Qualitative interpretations of relevance, materiality and
the accuracy of data are subject to individual assumptions and judgments. Furthermore, the nature
and methods used to determine such information, as well the evaluation criteria and the precision
thereof, may change over time. It is important to read our report in the context of evaluation criteria.

Conclusion
In our opinion, the Selected Information of Encorp for the year ended December 31, 2022 is prepared,
in all material respects, in accordance with the evaluation criteria listed in Appendix A to this report.

Other matters

Our report has been prepared solely for the purposes of Encorp’s compliance with the reporting
requirements relating to Sections 8(2), (b), (d), (e) and (g) of the Recycling Regulation and is not
intended to be and should not be used for any other purpose. Our duties in relation to this report are
owed solely to Encorp, and accordingly, we do not accept any responsibility for loss occasioned to any
other party acting or refraining from acting based on this report.

Page 2
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Chartered Professional Accountants
Vancouver, British Columbia, Canada
May 10, 2023
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Appendix A
Assurance Requirements

1. Section 8 (2) (b) the location of its collection facilities, and any changes in

the number and location of collection facilities from the previous report.

Specific Disclosures in the Annual Report for which evaluation criteria were developed

Disclosure per the Annual Report Reference

Encorp’s collection network consists of 177 Collection System and Facilities: Executive
collection facilities including 163 Summary on page 1.

independently owned and operated Return-
It™ collection facilities, two (2) corporate
Return-It Express Plus and nine (12)
Express and Go unstaffed stations available
to the public. Three (3) of the 177 collection
facilities were opened during 2022.

The following evaluation criteria were applied to the assessment of the location of collection facilities,
and any changes in the number and location of collection facilities from the previous report in
accordance with Section 8(2)(b) of the Recycling Regulation:

Definitions:

Collection Facility means a Return-It™ Depots that has an agreement for the collection of
used beverage containers or operates as a corporate Return-It Express Plus™ or a Return-It
Express & Go™ unstaffed location.

List of Return-It™ collection facilities is a registry of Return-It™ Depots, Return-It Express
Plus and Express and Go unstaffed stations containing contact information (location, contact
and hours of operation) maintained by Encorp.

Evaluation criteria:

The number of collection facilities is obtained from the List of Return-It™ collection facilities as
of December 31.

The calculation of the number of Return-It™ collection facilities is done by adding up the total
number of Return-It™ collection facilities in the List.

The listing is done on a monthly basis.

The changes in the number of collection facilities are highlighted in the monthly depot list with
the summary provided at the end of the year.

A summary reconciliation is completed at year-end identifying the depots at the beginning of
the year, changes during the year and the number of depots at the end of the year.

© Deloitte LLP and affiliated entities.
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2. Section 8 (2) (d) Product management in accordance with pollution
prevention hierarchy

Specific Disclosures in the annual report for which evaluation criteria were developed

e All containers collected by Encorp in 2022 were shipped to recyclers for further processing into
new material in accordance with Section 8 of the Recycling Regulation.

e Aluminum:Aluminum cans collected were sold and shipped to re-melt facilities in the USA
and turned back into sheet stock for new aluminum cans.

e Plastic: Plastic containers were sold and shipped to a reputable recycler in Canada - to their
facilities in British Columbia and Alberta. The commodity is cleaned and pelletized to
become new raw material for the manufacture of various plastic products, including new
containers, strapping material and fibres.

e Glass: Glass containers were processed in British Columbia and shipped to various end
markets, including: a plant that produces fibreglass insulation in Alberta; a facility that
produces new glass bottles in Seattle, USA; a facility that manufacturers sandblasting
materials in Quesnel, BC; and municipal sites that use crushed glass as construction
aggregate.

e Polycoat: Polycoat containers collected were sold and shipped to manufacturing plants in
South Korea, Thailand, Malaysia, and India for material recovery in the production of tissue
paper from the recovered fibre. Encorp also shipped polycoat containers to a second
processor that receives drink box containers at a facility in Des Moines, Iowa, where they
are turned into building boards that are used as an alternative to traditional wallboards,
roofing, floor underlayment, ceiling tiles, and structured insulated panels.

e Pouches: Encorp has found a viable end market through a recycler in New Jersey, who is
using this material to make various products such as composite decking, buckets, storage
totes, non-food grade containers and trays.

e Bag-In-Box: The plastic bladders inside the Bag-In-Box containers were shipped to a
recycler in Quebec, where it is used for making new products such as composite decking,
buckets, storage totes, and non-food grade container trays. Cardboard from the outer layer
of the box is recycled by local processors for use in making other paper products.

e Bi-Metal: Other metal containers, including Bi-Metal, were sold to scrap metal dealers in
British Columbia for metal recovery.

Definitions:

e Weight of material collected: Weight obtained from processors invoices for the units
collected and processed.

o Weight of material recycled: Weight of baled material as per shipments received by recyclers
based on outbound Movement Authorizations / Commodity Revenue supporting documents.

e End of life: for used beverage containers is determined when the recovered containers are
separated by material stream and delivered to the end recyclers approved by Encorp through a
vendor certification process.

e End Recycler: a facility that uses processed used beverage containers to transform recovered
material into other product.
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Evaluation Criteria:

e All non-refillable containers collected during the year are delivered to processing sites across the
province of BC where the containers are grouped into six material categories defined in the
Stewardship Plan: Aluminium, Plastic, Polycoat, Glass, Pouches, Bag-In-Box, and Bi-Metal and
baled for further processing with the exception of glass that is crushed.

e Once processed, each material stream is shipped to its own end recycler approved by Encorp
through a vendor qualification program.

e Each shipment is documented with the weight of material shipped on the transporter document
(waybill/movement authorization form, export declaration).

e The total weight of material recycled is obtained from the list of shipments to each end recycler
in a calendar year by material type.

e The total weight recycled is compared to the total weight of material collected to assess
reasonableness of the total recycled weight published in the Annual report. The calculation of
weight of material collected is derived from the weight invoiced by processors for the units
processed by material type. A comparison of past three years weight of units processed by
commodity type is carried out every year. A significant variance between the weight processed
year on year compared to units collected is investigated.
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3. Section 8 (2) (e) the total amount of the producer’s product sold and
collected and, if applicable, the producer’s recovery rate

Specific Disclosures in the Annual Report for which evaluation criteria were

developed:
Disclosure per the Annual Report Reference
Total Sales in units: 1,661,071,520 Recovery rate from the Executive

Total Product Collected in units: 1,272,480,416 | Summary on page 2
Recovery Rate: 76.6%

The following evaluation criteria were applied to the assessment of the description of how total
amounts of the producer’s product sold and collected and, if applicable, the producer’s recovery
rate has been calculated in accordance with Section 8(2)(e).

Definitions:

e Recovery Rate: A calculated value derived from dividing total units collected by total units
sold and measured as percentage rounded to the first decimal point.

e Product Sold: Number of units (beverage containers) reported by Brand Owners to Encorp.

e Brand owners: Producers as defined in Schedule 1 of the Recycling Regulation.

e Product Collected: Number of units (used beverage containers) collected by Encorp.

¢ Containers in Transit: Containers for which deposits were received but will be refunded
subsequent to year-end. The estimated turnaround time for consumers returning used
beverage containers for deposit refunds is estimated to be 7.5 weeks.

¢ Movement Authorization (MA): A document indicating a number of containers and

number of shipping containers (bags) collected by transporters on behalf of Encorp Pacific
(Canada).

Evaluation criteria:

e The recovery rate is determined by dividing the number of product units collected by the
total number of product units sold.

e The total product units sold is based on sales reports received by Encorp from their Brand
owners in unit sales.

e The reported units sold are adjusted at year-end to account for containers for which
deposits were received but will be refunded subsequent to year-end.

e The total number of product collected is based on the number of used beverage containers
covered by the approved Stewardship Plan and collected by Encorp, as indicated in the
movement authorization form, during the calendar year.

e The product units sold and collected, and the recovery rate reconcile to the numbers
published in the Annual Report.
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4. Section 8 (2) (g) the performance for the year in relation to approved
targets under Section 8 (2) (b), (d) and (e).

Specific Disclosures in the annual stewardship report for which evaluation criteria
were developed:

Disclosure per the Annual Report Reference

2022 Assertion - With the inclusion of Milk Recovery Rate: Executive Summary on
and Milk substitute products in the deposit page 2

system for the first time in 2022, the
recovery rate was 76.6% (compared to
target of 81.7%)

2022 Assertion - 99.2% of the population Consumer Access: Executive Summary on
covered by collection facilities (compared to | page 1
97% target)

The following evaluation criteria were applied to the description of performance targets for the
year in relation to the specific targets associated with Section 8(2)(e) of the Recycling Regulation
in the approved stewardship plan:

Evaluation criteria:

e Targets in the stewardship plan have been identified and reported on by management in the
Annual Report; and

e The description of the progress against targets to date is supported by records of progress
maintained by Encorp.

Reporting on the “coverage” of the collection network is based on the percentage on British
Columbia residents living within 30 minutes (urban areas) or 45 min (rural areas) of a collection
facility.
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