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1 Introduction

The Programme for Government — Our Shared Future — and the Waste Action Plan for a
Circular Economy set out the Government's commitment to introduce a Deposit and Return
Scheme (DRS) for plastic bottles and aluminium cans.

The milestones in establishing a DRS are as follows:

Public consultation on design options (now);

Public consultation on preferred model and draft regulations (Q1 2021);
Commencement of underpinning legislation (Q3 2021);

Introduction of scheme (Q3 2022).
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This document is the consultation paper on design options set out at 1 above. In it, we
describe a number of potential DRS models that could operate in Ireland. Alongside this
consultation paper, the Department of the Environment, Climate and Communication is also
publishing a report it commissioned from Eunomia Research and Consulting to analyse
options for Ireland to increase its capture of plastic bottles and aluminium beverage
containers (referred to throughout this paper as ‘the DRS study’).

To facilitate a structured response, the paper poses some questions for consideration.
Respondents are not required to respond to all questions and are free to raise other relevant
points. All submissions are welcome and will be considered in developing the new Deposit
and Refund Scheme.

Submissions can be made to the following & mail address:
Wastecomments@DCCAE.gov.ie

The closing date for submissions is 5pm, Thursday 12 November, 2020.



Responses to this consultation are subject to the provisions of the Freedom of Information
Act 2014 and Access to Information on the Environment Regulations 2007-2014.
Confidential or commercially sensitive information should be clearly identified in your
submission, however parties should also note that any or all responses to the consultation
are subject in their entirety to the provisions of the FOI Acts and will be published on the
website of the Department of Communications, Climate Action and Environment.

By responding to the consultation, respondents consent to their name being published online
with the submission. The Department will redact personal addresses and personal email
addresses prior to publication. We would draw attention to the Department's privacy

statement:

‘The Department of the Environment, Climate and Communication requires responders to
provide certain personal data in order to provide services and carry out the functions of the
Department. Your personal data may be exchanged with other Government Departments
and Agencies in certain circumstances, where lawful. Full details can be found in cur Data

Privacy Notice.'



2 What is a DRS?

Deposit and return schemes have been around for decades and were originally designed by
the beverage industry as a way of ensuring the return of bottles to be washed, refilled and
resold. in Ireland, some people will recognise this as a system that was previously used to
ensure that milk and soft drinks bottles were returned for reuse.

A DRS for beverage containers therefore involves the application of a refundable deposit to
incentivise consumers to return their beverage containers for recycling or reuse. While the
primary function of a DRS is to increase recycling rates and support the circular economy
(by keeping materials in productive use and securing the resource value of existing materials
and reducing demand for new materials), in some countries they have also been shown to
assist in the reduction of littering of beverage containers.

As set out in the DRS study, generally the system works as follows:
» Beverage producers initiate the deposit by paying it into a deposit account;
» Retailers pay the deposit to producers/ distributors at the wholesale stage;
+ Consumers pay the deposit to retailers, along with the price of the beverage;

» Consumers claim a full refund when they return their used beverage container to a
designated return location;

» The return location is reimbursed for the refunded deposit from the deposit account;
and

¢ The returned used beverage containers are transported to be processed and
recycled. The material can be used to manufacture new containers.

A DRS can be voluntary (e.g. industry-led) or statutory (mandated by legislation). Many
other EU Member States have DR systems in place already and others are planning or
considering the introduction of a DRS.



3 How are plastic bottles and cans collected at
present?

In freland, the main route through which plastic bottles and aluminium drinks cans are
currently captured is kerbside collection. Most households (approx. 80%) in Ireland are
served with kerbside collections in either a two-bin or three-bin service — one bin for mixed
dry recycling {(MDR), one for mixed residual waste (MRW) and in many areas alsc a
food/organics bin (the provision of food/organics bins te households in every town with 500
or more residents is now mandatory). Beverage containers (plastic and aluminium) are
therefore collected in the MDR bin alongside other household packaging, paper and card.
Complementing kerbside collection, there is a network of 1,848 locations where beverage
containers can be brought for recycling. In addition to providing a convenient drop-off
location for some households, these are likely to capture just a small proportion of beverage
containers consumed and disposed ‘on-the-go'.

4 Why do we need a DRS?

There is a number of reasons why we need a DRS but put simply, too few plastic bottles and
cans are being captured for recycling by our current system and too many are being

discarded as litter.

We are falling short of the required levels of recycling. The Single Use Plastics Directive sets
a collection target of 80% for plastic bottles by 2029 with an interim target of 77% by 2025.
The DRS study shows that we are currently achieving an estimated 55% separate collection
for Polyethylene Terephthalate bottles (PET) and aluminium beverage cans, leaving us
behind the 2025 target and well short of our 2029 target. . The SUP Directive also requires
that PET beverage bottles contain at ieast 25% recycled plastic by 2025 and that all plastic
beverage bottles contain 30% by 2030. A well operated DRS is capable of producing high
quality food grade recyclate which can be used by beverage manufacturers to meet these

recycling content targets.

While a number of Member States do so, there is no specific EU obligation to operate DRS.
Article 9 of the Single Use Plastics Directive includes the establishment of DRS as a means
by which Member States may seek to achieve the targets.



However, the DRS study concludes that there is no evidence to suggest that the current
system could be enhanced to reliably achieve a 90% separate collection rate and that a
DRS is considered to be the only feasible way to achieve the 20% target.

In terms of litter, litter from packaging (which includes bottle caps, plastic bottles and cans) is
a problem in Ireland, accounting for 18.2% of litter. Coastwatch estimates that plastic bottles
and aluminium cans are among the top five marine litter items. While there are direct clean-
up costs associated with littering, the report published alongside this consultation document
shows that littering has a significant disamenity value on communities. The DRS study
estimates that a DRS could reduce this disamenity value by €95m and reduce littering by
85%.

The DRS study also provides estimates of potential avoided materials loss and the value of
avoided greenhouse gas emissions that could be delivered through the introduction of a
DRS. With a 90% return rate, a DRS could reduce the tonnage of deposit-bearing containers
that are landfilled or incinerated by 88%. The consequent reduction in greenhouse gas
emissions in a year is valued at €1.83 million, with the annual reduction in other air
poliutants valued at €550,000.

5 What will a DRS mean for consumers?

As set out above, a DRS for beverage containers involves the application of a refundable
deposit to incentivise consumers to return their beverage containers for recycling or reuse.
Consumers will pay a deposit that will apply to relevant plastic or aluminium beverage drinks
containers. It is suggested that consumers will pay a deposit of €0.20 at the point of
purchasing a beverage contained in a plastic bottle or aluminium can. This deposit will be
redeemed when the empty container is returned. This creates an incentive for consumers to
return empty containers — provided they return their empty container, there is no charge.

The specific methods for refund can vary but are generally cashless.



6 What beverage containers will be included in
scope of the DRS?

As set out in the Waste Action Plan for a Circular Economy, the scheme will apply to:
» PET plastic beverage bottles (up to 3 litres volume) and;

* aluminium beverage cans.

It will not apply to glass bottles or composite beverage containers such as Tetrapak/Elopak.
It will also not apply to plastic milk cartons due to the risk of contamination.

7 How would a DRS operate?
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A DRS is a form of extended producer responsibility (EPR). Under an EPR model, producers
take over the responsibility for collecting or taking back used goods and for sorting and
treating for their eventual recycling. Ireland successfully uses the EPR model for dealing with



a number of waste streams. EPR systems based on the ‘producer pays' principle already
operate in Ireland in the following waste streams:

* Waste Electrical and Electronic Equipment (WEEE);
+ Batteries;

e Packaging;

+ End of life vehicles (ELVSs);

o Tyres;

¢ Farm plastics.

A DRS for plastic bottles and aluminium beverage cans is a form of EPR and, as with other
EPR systems in Ireland, it has been decided that the operation of the DRS will be statutorily
mandated.

It will also operate on the basis that relevant containers can be returned to any place of
purchase which is participating in the Scheme. Consumers could take their empties back to
any participating beverage retailer — not just the retailer from whom the beverage was
purchased.

Within these parameters, there are a number of options for how a DRS could work.
These fall into 3 main categories:

1. Centralised or operational DRS
2. Decentralised or financial DRS.
3. Hybridof1&2.

A brief description of each model is set out below. The DRS study indicates that the model
chosen significantly impacts on results.

As set out above, whichever model is ultimately chosen, the scheme would be supported, as
other EPR modeis are, by specific secondary legislation or regulations. These regulations
may provide or set out:

* The level of the deposit;



¢ That producers are being tasked with responsibility for establishing a DRS and

operating it on a financially sound basis;

* The process whereby a scheme operator is to be appointed by the Minister
(including the application process and matters to which the Minister would have

regard in appointing a scheme operator);

* The specific obligations to be placed on the scheme operator in terms, for example,
of collection rates and quality or contamination standards to be delivered;

s Specific obligations to be placed on other operators across the system
* The awareness raising and educational responsibilities of the scheme operator;

» Penalties for failure to meet obligations.

7.1 Centralised or operational DRS

Centralised schemes are producer owned and led.

In the case of a DRS in Ireland for plastic bottles and aluminium drinks cans, this means that
a centralised scheme would be owned and led by drinks producers placing their products on
the Irish market in beverage containers within the scope of the scheme. Producers could
establish their own scheme operator or seek to partner with an approved scheme under an
existing EPR.

Centralised schemes are generally underpinned by legislation which provides for a means of
Government authorisation of a scheme that is then mandated to achieve specific
performance targets in terms of separate collection and recycling of plastic bottles and
aluminium cans. A centralised or operational model operates on the basis of a central
budget which is held by the DRS body or scheme operator (for example, think Repak in
terms of packaging, or WEEE Ireland / ERP in terms of WEEE). Drinks producers would be
required to become members of and fund the DRS.

The scheme operator sets producer fees and is directly responsible for managing the
collection, sorting, treatment and sale (for recycling) of the materials collected. Producers
are essentially then charged on the basis of numbers of units placed on the market, in line
with the polluter pays principle. The scheme operator also takes on responsibility for



providing return infrastructure in the form of Reverse Vending Machines (RVMs) at larger
retail outlets and manual take back at smaller outlets (i.e. those that do not have the physical
space to accommodate RVMs).

As with other EPR models the scheme operator would also be mandated, as part of a
Ministerial approval process, with responsibility for awareness raising and education for
businesses and wider society around the general operation of the DRS itself, the objectives
it is required to achieve and the environmental importance of attaining these. So, for
instance, the scheme operator would be responsible for ensuring that consumers
understand the system and, in particular, that the deposit paid at the point of purchase is
fully refundable and avoid a sense that the deposit is a price increase.

Similarly, the scheme operator would also be required to publish annual reports and
accounts, including details of membership, governance, performance and educational /

awareness raising activities.

Across the EU, this is the most common form of DRS.

7.2 Decentralised or financial model

Under a decentralised or financial system, the DRS scheme operator plays a more limited
role — although the same obligations in relation to awareness raising and education, annual
reports and accounts, governance etc would apply.

While a decentralised scheme would also be given legislative underpinning, responsibility for
target attainment is given to producers generally. Operational responsibility is then left to
other stakeholders, such as collectors, and these other stakeholders receive financial
support from the scheme operator to fund their activities under the scheme.

Unlike the centralised or operational model, the scheme operator does not take ownership of
the material. Typically producers will collect their own containers or will contract out
collection of their own containers, so that there can be muitiple collectors and different



systems under a decentralised system. Returned beverage containers are sorted and stored

separately by producers.

The sharing of responsibilities under a decentralised system means that overall governance
and accountability is shared by the scheme operator, producers, collectors and retailers.
Responsibility for awareness raising and outreach may also be shared rather than held by a
single entity as under the centralised model. The responsibility on each operator across the
system in this model would be laid out in legislation.

7.3 Hybrid

A hybrid mode! brings in aspects of both the centralised and decentralised models. Financial
management of DRS would rest with the scheme operator with the operational delivery —
collection and recycling — contracted by the scheme operator to collectors and municipal
recycling facilities (MRFs). Once again, the obligations outlined above in relation to
awareness raising and education, annual reports and accounts, governance etc would

apply.

As under the decentralised model, the scheme operator does not take ownership of the
material. Instead, this resides with the waste operators (collectors / MRFs).

Whereas under the decentralised model producers collect their own containers or will
contract out collection of their own containers, in the hybrid model waste collectors would
collect all producers’ beverage containers.



8 Consultation questions:
» The Report recommends a centralised, operational model for Ireland. Do you agree
with this recommendation?
e If not, do you favour a:
a) decentralised / financial DRS; or,
b) hybrid.
¢ Are there other models you believe could work in an Irish context?
*  What rcle should waste collectors play in the operation of a DRS?

¢ The DRS study proposes a deposit per container of €0.20, Do you think this is
appropriate? If not should it be higher or lower or should different deposit rates apply
depending on container size?

* Consumers need to know about a DRS long before it becomes operational — do you
have any suggestions as to how best the introduction of a DRS can be
communicated to the public?

s What enforcement measures should be considered in parallel with the introduction of
a DRS?

* How should cross-border issues be treated to ensure producers are not at a

competitive disadvantage relative to producers in Northern Ireland?
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1. About TOMRA

TOMRA was founded on an innovation in 1972 that began with the design, manufacturing and sale of
reverse vending machines (RVMs) for automated collection of used beverage containers. Today TOMRA
provides technology-led solutions that enable the circular economy with advanced collection and
sorting systems that optimise resource recovery and minimise waste in the food, recycling, and mining
industries.

With an installed base of approximately 83,000 systems in over 60 markets, TOMRA Reverse Vending is
the world's leading provider of reverse vending solutions. Every year TOMRA facilitates the collection of
more than 40 billion empty cans and bottles and provides retailers and other customers with an
effective and efficient way of collecting, sorting and processing these containers.

In addition, TOMRA creates sensor-based technologies for sorting and process analysis within the
recycling, mining, food and other industries. With more than 13,740 installations worldwide, TOMRA
Sorting Solutions offers a unique range of complementary sorting technologies, the most extensive
service base, and the widest geographic and market segment coverage in the industry. Subsequently,
TOMRA is a global leader in its field and has pioneered the automation of waste sorting. Its flexible
sorting systems perform an extensive range of sorting tasks and are able to both prepare and sort
various types of metals and waste for either material recycling or energy recovery. Currently TOMRA
Sorting Recycling has an installed base of close to 5,960 units across more than 40 markets.

The information contained in this consultation response represents TOMRA Systems ASA's extensive
experience, opinion, approach and attitude towards the establishment of a modern, cost efficient
Deposit Return System {DRS) for single-use beverage containers.

2. DRS in the framework of a Circular Economy:

Within the framework of the Circular Economy, a Deposit Return System (DRS) is the most suited and
efficient economic instrument when aiming to achieve full circularity for beverage containers. Besides
being the only solution able to fulfil the Extended Producer Responsibility {EPR) obligations for close to
100% of the products sold to the market, it is also the best application of the polluter pays principal.

A well designed, modern, efficient DRS is thereby able to:

1. Achieve high collection and recycling rates above 90%?

2. Guarantee a stable feedstock and supply of high quality secondary raw materials for the domestic
processing and recycling industry, which ¢an subsequently be integrated into new products (bottle-
to-bottle)

3. Achieve an instant reduction of terrestrial and marine litter, particularly for those beverage
containers consumed on-the-go

! European collection rate average for PET bottles in the 10 existing European DRS is >90%
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The overall aim of any DRS should be:

1. Maximising the quantity and quality of the targeted materials when it comes to collection, sorting
and high-quality recycling

2. Preventing terrestrial and marine litter

3. Easy access for the consumer

4. Running at the iowest possible cost for all stakeholders involved thereby achieving maximum
economic and environmental benefits

5. Fulfilling the Extended Producer Responsibility (EPR} obligation

However, no two existing deposit systems are identical - local culture, industry structure and palitical
objectives form the system. The system needs to be adapted to the existing environment in which it
shall operate. TOMRA has built on more than 48 years of experience in the field of DRS (single
use/refillable) concluding 12 key elements, which are recommended to be included in a modern cost
efficient DRS, in order to achieve the above desired key results:

1. Broad scope of beverages and containars
2. Minimum deposit value
3, Return-Rate-Target

4. Convenient redemption system for consumers

5. Separately charged and fully refundable deposits

6. Container deposit markings for consumers, barcodes for accurate
counting

SUETIETE]

7. Extended producer responsibility financing

8. Rainvestment of unredeemed deposits and material revenue
within the systam

9, Recycled content reguirements

10. Centralized, nen-profit administration and operations
11. Government reporting and consumer communications
12. Government-regulated outcomes

It is important to note that when talking about a DRS for single-use beverage containers, a clear legal
framework needs to be set by the government. A voluntary approach without legislative basis has shown
that the desired results will not be achieved. Therefore, all globally existing DRS are mandated by law.

Voluntary DRS are traditionally implemented for refillable bottles
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3. Consultation Questions
Question 1 + 2:

The Report recommends a centralised, operational model for Ireland. Do you agree with this
recommendation? If not, do you favour a) decentralised / financial DRS; or, b) hybrid

Yes. Experience shows that best results in terms of economic and environmental efficiency, as well as
prime transparency, are accomplished if the DRS is managed by a centralised non-profit organisation,
mutually owned by the obligated stakeholders from beverage industry/importers and retail. it is today
the most effective way to reach maximum equality, system integrity, transparency, and efficiency within
the system.

As part of their Extended Producer Responsibility (EPR) obligation, the stakeholders must bear the
investment and running costs of the system. As a consequence, these stakeholders are the legal owners
of the DRS management organisation.

This needs to be mandated by law. The appointment of the Central System Operator is concluded by
the respective regulatory body (Ministry of Environment or EPA} after a public tendering process.

The main benefits of a centrally administered and operated DRS can be summarised as foliows:

e Economies of scale

e  Prevent free riding

Ease for consumers

Better for public education
Transparency

System integrity

Reduced complexity

Level playing field

However, there are also differences in the set-up and efficiency of centrally organised systems.
Therefare, the focus should be on the Nordic, in particular Norway, as well as the Baltic systems, such
as Lithuania and Estonia®.

Compaosition of Central System Operator:
The Central System Operator is traditionally composed of representatives from the beverage
industry/importers and retail.

The reason being:

¢ The beverage industry is responsible for fulfilling its EPR obligations, preferably at the lowest
possible cost.

e The beverage industry is responsible for financing the system.

* Retailers are very often drinks producers themselves (white brands).

¢ Retailers are responsible for establishing an efficient and accessible collection infrastructure in
order to achieve the desired legally binding collection targets.

* Retailers receive a "handling fee” per empty beverage container collected. This handling fee
shall cover the direct costs [means of collection (RVM/Manual), loss of space, time dedicated

% |t 1s important to note that Scotland {DRS will start on 1% July 2022), based its future DRS on Norway and Latvia
(DRS will start on 1* February 2022) based it future ORS on Estonia and Lithuania.
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to maintenance, cleaning, coverage of electricity and internet costs] associated to the collection
of these containers.

As producers need to pay an “Administration Fee” for each unit sold into the market, the aim is for this
Administration Fee to be as low as possible.

As retailers receive a "handling fee” per unit collected, the aim is for this handling fee to be as high as
possible. Not only does the handling fee represent the highest cost for the DRS, but as the
Administration Fee, as well as the handling fee need to be readjusted periodically, it makes sense to
have both stakeholders represented on the management board of the system. Most commonly this is
done through the respective associations.

Yet, it does not necessarily mean that the shares are distributed equally, this distribution can vary from
system to system.

Estonia:

Eesti Pandipakend QU {EPP)
* 25% Association of Producers of Soft Drinks
25% Estonian Assoctation of Brewers
25% Association of Importers of Soft Drinks and Beer
25% Estonian Retail Association

Lithuania:

Uistato Sistemos Administratorius (USAD)
e Lithuanian Brewers Association
® Assoctation of Lithuanian Trade Enterprises
» Lithuanian Natural Mineral Water Manufacturers’ Association

Norway:

Infinitum
e 7.5% Grocery Manufactures’ Service Office
e 33.5% Norwegian Association of Wholesale Grocers
e 15% Coop Norway
s 1.5% Norwegian Federation of Petrol Dealers
s 35% The Norwegian Brewers’ Service Office
s 7.5% Federation of Norwegian Food and Drink Industry



Central System Operator responsibilities:
The Central System Operator is responsible for coordinating and executing an efficient and transparent
money-material flow within the system.

1. Data management, deposit clearing and reporting

Collection of deposit from producer

Collection of Administration Fee from producer and retailer where applicable
Aggregation of sales data from producers

Aggregation of collection data from automated and manual collection sites

Clearing of deposits across the different levels of trade

Administration/payment of handling fees (see Appendix for detailed description) to retail
Matching sales and collection data

Fraud monitoring/management

Reporting to competent body {Government) of achieved collection rates

~Tmme a0 o

2. Operation of logistics system

Registration of new products/containers into the system

Design/control the use of deposit labels

Manage/design the flow of empty containers + clearing of deposits

Approval/certification and quality assurance of manual collection procedures
Approval/certification of collection equipment (RVMSs, counting station equipment, bags,
boxes etc.)

Counting of manually collected containers

Awarding of transportation and depot contracts

Operation of counting/sorting centre

"anoow

Tw

3. Marketing of collected material

a. Negotiation of contracts/sale of collected material
b. Quality assurance and product development



. TOMRA

¢. Sorting and bailing of collected materials {preparation for recycling)

4. Marketing of deposit system towards the consumer

a. Continuous awareness building towards the consumer

System economics
1. An efficient DRS relies on three main income streams:

a. Unredeemed deposits
b. Producer/importer fee paid by the producer into the system
c. Sales of collected materials

2. As the DRS follows the not-for-profit principle:

a. Any economic profit made in the DRS is reinvested into the system to optimise existing
costs
b. Profits are not paid out to the sharehaclders
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Estonia:
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Norway:
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Question 3:

Are there other models you believe could work in an Irish context?

We are not aware of any other models that reach the desired environmental and economic outcomes.

Question 4.

What role should waste collectors play in the operation of a DR5?

Waste collectors and the wider waste management industry have the following operational
opportunities available in a DRS:

s  |ogistics {collection and transport)

e Operation of counting and/or sorting centre
e Resource trading

e Recycling

Generally speaking, the traditional waste management sector has a vital role to play in creating a circular
economy, in which DRS plays a crucial role. Compared to the traditional waste management approach,
where collected materials are disposed of or incinerated at the end of their usage, the circular economy
is aiming at the high quality and quantity collection and reprocessing of materials which are placed back
into praduction lines, thereby representing an important and valuable feedstock for the recycling and
manufacturing industry.

But what does this mean for the traditional waste management sector? First of all, it means a change in
perception and mindset of how waste is being perceived, away from old patterns of consumption,
discard and waste towards consumption, optimisation for recycling and reuse. Waste is composed of
various high value resources. A resource is therefore nothing that should be simply discarded, but
reprocessed and re-used as often as possible. As a consequence, industries need to adapt towards
becoming materials and resource managers, rather than waste managers. However, in order to achieve
this, high-quality collection needs to be maximised, as it is only possible to sort and recycle what is being
collected.

Being a material and resource manager particularly the collection mechanisms, flow and handling of
these valuable materials needs optimisation and innovative approaches, ideally using existing
infrastructures. For a circular economy, the optimisation of existing transport chains and complex
logistics and infrastructure networks is as crucial as the optimisation of waste collection, transport and
handling. Recovering clean material fractions requires the separate callection of selected material
streams which again entails new diverse business opportunities.

A good example is Remondis being one of the leading waste management companies in Europe. Today
in Germany, Remondis is at the forefront when it comes to championing the manua! return logistics.
Their activities include reverse logistics, counting and sorting centre operations, processing and
recycling. In addition, they also adapted their re-processing infrastructure and are a strong active player
in the PET and glass recycling industry.

New infrastructures need to be established and existing ones expanded, such as recovery and
reprocessing facilities, technologies and software in order to divert the valuables from the waste stream
and re-supply industries with high quality materials which are put back into production.
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Question 5:
The DRS study proposes a deposit per container of €0.20. Do you think this is appropriate? If not should
it be higher or lower or should different deposit rates apply depending on container size?

TOMRA strongly supports the proposed deposit amount of 0.20€. Experiences from other DRS have
shown that that the amount is sufficient to quickly reach collection and recycling rates above 90%.

In case variable deposit amounts are applied it is recommended that the lowest deposit amount is
0.20¢.

Experience from other markets show that the final decision on the appropriate deposit amount is taken
by the government. However, the Central System Operator should have a say in advising the
government on what is most appropriate. It is thereby important to keep various factors in mind:

= The deposit amount needs to have the right balance between being high enough to incentivise
the consumer and being low enough to discourage fraud.

» The deposit amount needs to be aligned with the cost of living.

* The deposit amount needs to be aligned with the purchasing power.

The deposit amount needs to take into account the inflation amount over time.

* The deposit amount needs be set at a rate that still motivates consumers to return containers
5-10 years from the year of introduction,

¢ The deposit should be excluded from any VAT,

» In order to avoid confusion among consumers and achieve system simplicity and cost
efficiency, particularly in the system administration, it is recommended that the deposit
amaunt is flat across all drinks containers included in the system. In addition:

o Producers might switch to containers types with a lower deposit value, in order to
avoid charging a higher deposit amount.

© Producers face increased costs by applying different barcode for the same container
type.

The deposit value is a key contributor for reaching the set collection targets.

Should the collection rates stagnate at a rate that is not desired, the Central Systern Operator should be
able to propose and advise the government to increase the amount in order to reach higher collection
results.

This approach was taken in Estonia in 2016, where the deposit amount was raised from 0.04€/0.08€ to
a uniform 0.10€ which quickly resulted in a higher collection rate.

A similar approach was taken in Norway in 2018, where the deposit amount increased from
0.01NOK/0.025 NOK to 0.02NOK/0.03NOK,

10
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Question 6:

Consumers need to know about a DRS long before it becomes operational - do you have any suggestions
as to how best the introduction of a DRS can be communicated to the public?

Constant and ongoing communication campaigns play a key role in any DRS, particularly prior and
during the start-up phase of the system. As the aim of any DRS is to achieve the highest possible
collection and subsequent recycling targets for the targeted beverage containers, communication
campaigns, next to the right deposit value, are a key contributor in achieving this. Not only is it
important for the consumer to understand how the system works, but to also understand the
benefits the system brings to the environment and society. The responsibility heraby lays with the
Central System Operator, who is financially and operationally responsible for keeping society
informed about the system and its benefits.

Planning a ,Public Education Program” over four distinct phases of the scheme, each with a set of key
activities, can prove to be particularly effective. These phases include:

e Preparation

o Pre-launch

s Post-launch

s  Ongoing campaign

Initial preparations should take place at least six months in advance of the DRS launch. These
preparations will culminate in an intense period of media approximately four weeks before the
scheme launch that will focus on boosting awareness of the DRS. Following the launch, there should
be a further intense period of media and events that will continue to grow awareness and educate
consumers. After this initial burst, additional campaigns can be used strategically and tactically in
response to specific communication needs as the plan transfers into a “business as usual” phase.

Experiences from the Nordic and Baltic systems® show that extensive and continuous emphasis and
effort is placed on wide reaching communication campaigns through:

¢ TV advertisements

s Radio advertisements

e Public advertisements

¢ Newspaper advertisements
* Social media advertisements
s  Online video platforms

Examples from Sweden {Central System Operator: Returpack):
https://www.youtube.com/watch?v=87e3xEKMhZc&t=31s (Returpack the movie)

https://www.youtube.com/user/pantameranu {Returpack YouTube page)

3 Central System Operators

a. Estoria: Eesti Pandipakend (EPP)
Finland: Sugmen Palautuspakkaus Oy {Palpa)
Lithuania: Uistato Sistemos Administratorius (USAD)
Norway: Infinitum
Sweden Returpack

®an o
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Examples from Norway (Central System Operator: Infinitum):
https://www.youtube.com/watch?v=w1P337IEQ2I (Infinitum Shark ad)
https://www.youtube.com/user/norskresirk {Infinitum YouTube page)

Examples from Lithuania {Central System Operator: UZstato Sistemos Administratorius (USAD):

https://www.youtube.com/watch?v=uUlz25kaPf0 (Explaining the communication campaign)

https://www.youtube.com/watch ?v=6XUP9a94GgA (Life within an RVM)

Examples from Finland (Central System Operator: Suomen Palautuspakkaus Qv (Palpa))
https://www.youtube.com/watch?v=rNwAmO01Dm-g (Palpa return system for beverage containers)

Examples from Estonia: Central System Operator: Eesti Pandipakend (EPP}
https://eestipandipakend.ee/oppematerijalid/
https://eestipandipakend.ee/tarbija/video/
https://www.youtube.com/channel/UCUSTohxUvyxxWalLkk8hYjQ (EPP Youtube Page)

In Lithuania, the legislation stipulates that the system “administrator for single-use packaging deposit
system shall appropriate at least 1 percent of its annual turnover for public awareness and
information on management of packaging waste”. [Article 112 Administration of single-use
packaging deposit system {10]].

Through this approach it is guaranteed that particularly at the beginning of the scheme sufficient
financial resources are allocated to communication. However, as the system becomes more efficient
and the consumer more aware, legislation should be flexible to decreasing the required amount
when going into the “business as usual” phase. It should then be up to the Central System Operator
to decide the sufficient amount put into communication.

12
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Question 7:

What enforcement measures should be considered in parallel with the introduction of a DRS?

System:

The aim of the DRS should be to maximise the collection quantity and quality of targeted materials,
and subsequently increase the high-quality recycling rates through a broad range of beverage
containers. The Central System Operator should therefore be responsible for meeting the legally
binding collection targets set by the government.

The collection targets, which need to be set by the government, should follow a staggered
approach®. For example:

* 70% collection in year 1
s B80% collection in year 2
e 90% collection from year 3

It is important that when targets are not met, the system is penalised. If penalties are not in place,
the system is, for instance, provided with an economic incentive to keep the coilection rates low and
maximise the collection of unredeemed deposits. Therefore, any penalty needs to exceed any
economic gain the system could have from keeping the collection rates too low.

Penalties could include:

¢ Doubling the deposit amount
» Financial penalty

Producer:

Front-end fraud: Under-reporting (lower amount of containers reported to the Central System Operator
than actually placed onto the market by the producer/importer} results in less money entering the
system and patentially resulting in an over-redemption of a specific product, subsequently leading to a
financial loss in the system. It is crucial that the Central System Operator constantly checks on producers
and importers by focusing on:

1. Sales data vs. return data a If there is an over-redemption by one product, it is likely that the sales
figures have been under-reported.
2. Potential parallel {grey) imports at customs, which should be checked regularly.

Any type of fraud by the producers/importers should result in a meaningfu! penalty.

Retail:

Within a “return to retail” DRS, retailer responsibility includes providing an accessible return location
and properly informing the consumer about the DRS. Forinstance, on the product shelves it is important
that the deposit value is displayed separately from the product price, in order for the consumer to
understand that the deposit amount is neither a price increase of the product nor a tax, but s a fully
refundable deposit. Refusal to accept empty beverage containers or not correctly informing the
consumer about how the system operates within the premises should result in a meaningful penalty.

4 Common approach applied in various DRS. The most recent inclusion of this approach was done in the Depaosit
and Return Scheme for Scotfand Regulations

13



I TOMRA

Question 8:
How should cross-border issues be treated to ensure producers are not at a competitive disadvantage
relative to producers in Northern Ireland?

As the deposit is fully refundable it should not be seen as a price increase and therefore should not
pose a competitive disadvantage. Consumers quickly understand the deposit return concept.

Taking into account the theoretical scenario that both, the Republic of Ireland and Northern Ireland
operate their individuals DRS, there should be no competitive disadvantages, as long at the respective
deposit amounts are similar and both systems are run efficiently.

When looking at a DRS market which borders a non-DRS market, another important consideration is
cross-border fraud and how this risk might be minimised.

The most common approach within a DRS is to use a domestic/country specific/unique barcode. This
way the system is able to clearly identify that the containers returned belong to the respective DRS
domestic barcode: this approach entails that the included beverage containers are equipped with a
domestic, country specific/unique barcode only to be used in the respective DRS market. Through this
approach containers coming from outside the DRS are not accepted within the system and cannot be
redeemed.

The incurred costs associated to the barcoding, which is fully financed by the producers, needs to be
set in relation to the actual value the collected material has.

As mentioned earlier, the financing of the DRS relies on three main income streams:

1. One of them being the sale of the collected material. For instance:

Metal: In Norway, the value of the collected aluminium cans is so high, that the Administration
Fee is negative. This means that the producer is literally getting paid by the Central System
Operator for each object placed into the system. In Estonia and Sweden, the Administration Fee
is 0. Subsequently, the product price in all three markets should stay at the rate where it is or
even decrease.

Plastic: Although the value of the collected materials is higher than in any other collection
scheme, it is still not comparable to the value of the aluminium cans. However, it can be observed
that the more efficient the system becomes the moare the Administration Fees decrease. As a
consequence, the product price might increase insignificantly (Lithuania example).

2. The second income stream for the DRS is the unredeemed deposits:
Cross border fraud can result in used beverage containers entering the DRS including a payout of
a deposit amount, which was never initially paid into the system. As a consequence, there will be

an artificially high collection rate, resulting in a financial loss for the system, which ultimately
needs to be compensated by increasing the Administration Fee per unit paid.

14
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In order to reduce the risk of cross-border fraud the following measures should be implemented:

1. National/domestic barcode only applicable for the beverage containers sold in the Republic of
Ireland.

2. Visual logo:
a. For consumer information and manual take-back recognition {visual check)
b. For technology to recognize the visuzl in combination with the barcode

3. Security logo: unique visual fogo printed in special ink as applied in Denmark, Germany or
Michigan {only three markets globally) is not recommended to be introduced to the Republic of
Irelands DRS, when taking into account the fraud risk and the associated potential costs attached
to this. Applying the above points 1 and 2 should be sufficient.

15
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4. APPENDIX
a. Handling Fee
b. TOMRA's Key Design Elements for a Modern DRS — Presentation
c. TOMRA's Key Design Elements for a Modern DRS - Detailed Handout
d. Infinitum — Presentation
e. Palpa— Presentation
f. USAD - Presentation
g. EPP - Presentation

a. Handling Fee:
Handling Fees {HF) must cover the direct costs associated to the collection of empty beverage
containers.

Costs include:

e Purchase and operating costs of RVMs
*  Space requirements

e Electricity and online connection

e Personnel

e Utilities

e Bags used for manual return
e Tags used for manual return
s Transport/logistics {if collected containers are backhauled by retailers)

As the HF is the largest cost for the system it must be carefully calculated and agreed on between
the Central System Operator and the retail sector based on the overall system calculation.

Handling fees are usually remitted to the retailer along with the deposit, thereby simplifying the
accounting process.

Automated vs. Manual
Handling fees for automated return:

¢ Higher handling fee compared to manually received containers

s Compaction within the RVM results in lower logistics costs, as less “air” is being transported

* RVMs transfer collection data electronically to the Central System Operator, thereby
increasing administrative efficiency.

Handling fees for manual return:

e Lower handling fee compared to automatically received containers

* Non-compaction results in higher logistics costs, as a lot of “air” is being transported

+ Manually received containers need to be counted and sorted at the Central System Operators
counting centre using an “Industrial RViM”. This additional step increases the operational and
administrative costs of the system, resulting in lower handling fees.

'n general, the Central System Operator foresees handling fees to retail in order to stimulate automation

of the deposit redemption. Automation reduces the cost for logistics through compaction, as well as
the costs for administration through online data reporting.

16
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RVMs help to reduce costs of the overall operation of the DRS.

= N\ T
1 _.'L,J_[:.P"‘H_r\.‘-. . B

BITEHITA i alm AT ; Bailes PET

\RVMwith ompaction ~ NOKO2G ~ NOKO0,2S

RVM without compression and NOK 005 NOK 0,10
manuul receiving

Source: Infinitum

For further information or clarifications please contact:

Thomas Morgenstern

Vice President Governmental Affairs
Europe / Central Asia
thomas.morgenstern@tomra.com

eiilis HOPE

NOK 0,10

NOK 0,
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