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Deposit Return Scheme (DRS), Consultation on a Legislative Framework

1. Introduction.

As statedin our submission last Octoberto the first round of publicconsultation on DRS,
Repak Limited as a key stakeholderhasakeeninterestin DRS. This stemsfromthe fact that
Repak has been operating an extender producer responsibility scheme for packaging
producers forovertwo decades. Repak’s success and track recordin this regard speaks for
itself, asthe scheme led the national effortin growing packaging recycling and achieving all
of the EU packagingrecycling targets, yearonyear, ina cost effective manner.

Repak has been monitoring and tracking DRS developments for the past fifteenyearsand
during that period Repak’s position on DRS has evolved and changed in responseto the
changinglegislative landscape driven by the EU Circular economy Package (CEP) and the
move from a “take, make, dispose” model toacircular economy. The CEP is stimulating the
shifttoa more sustainable waste management model where resources are recycled and
keptinuse for as longas possible, thereby reducing the environmentalimpact of economic
activity.

It isalso interesting to note that the major producers of beverage containers who place DRS
material on the markethave also re-evaluated theirstance on DRSin recentyears, in
response to the provisions of the Single Use Plastic Directive (SUPD), the impact of plasticon
the environmentandincreased consumerawareness. Hence the growthin DRS across the
EU and elsewhere as a solutioninthe managementand recycling of beverage containers.

It was therefore not unexpected that the Programme for Government in 2020 and the new
national waste policy document “A Waste Action Planfora Circular Economy” set the
establishment of DRS as a key strategicobjective in Ireland.

At present Repakisresponsibleforthe collection and recycling of plasticbeverage
containersandaluminium cans andis currently in discussion with many of the key DRS
stakeholders to explore what DRS model is best suited to the Irish market. Inthisregard
Repakis of the view that there isa very strong case forit to “putits hand up” to be
appointed the DRS scheme operatoron behalf of the producers, retailers and otherrelevant
stakeholders.

2. The Preferred Model fora DRS inlreland
2.1 Centralised Scheme

It is not surprising that the majority of responsesto the first consultation on DRS
optedforthe model of a centralised scheme, producerowned andled. Thisiswhat
was recommended by the Eunomia Reporton DRS (2019), which was commissioned
by DECC to analyse optionsforlireland toincrease its capture rate of single use
Polyethylene Terephthalate (PET) and aluminium beverage containers and this
model would also represent best practice internationally. In principle Repakis
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supportive of acentralised scheme on the understanding that at detailed design
stage, itwould have to be tailored to suit the Irish market.

Other Materials

It does make sense at design stage to consideroptions for the future toincorporate
othermaterialsinthe scheme. Howeverthe scope of DRS should be confined to the
two materials listed in the first round of consultation; Polyethylene Terephthalate
(PET) bottlesup to three litresin size and aluminium beverage cans. Any other
materials to be introduced in the future should be subject to a detailed cost benefit
analysis.

2.2.1 Glass

The proposal to include glass bottlesinthe DRSin Irelandis a relatively recent
development. Whenthe Government made acommitmentinthe Programme
for GovernmentinJune 2020 to introduce aDRS, it was for plasticbottles and
aluminium cans only. Glass was not within the scope of DRS at that stage, nor
was it part of the scope of the report commissioned by the Department and
completed by Eunomia, on the feasibility of introducing a DRS.

A DRS for glass bottlesisalsonotincludedinthe Waste Action Plan fora Circular
Economy 2020-2025 andin the consultation on Potential DRS Models forlreland
(October2020), itwas stated that DRS would “notapply to glass bottles.”

The rationale and justification for the inclusion of glass bottlesin DRSis uncl ear
and does notappearto have been fully thought through, particularly when one
considers the following;

e GlassRecycling Performance & Target Achievement

Ireland’s current recycling performance for glassis well in excess of EU and
national recycling targets, which are a 70% recycling rate by 2025 and 75%
by 2030.

The latest national data published by the EPAin 2020 (forthe year 2018),
shows Ireland with arecycling rate of 82% for glass. Repak data indicates
that the glass recycling rate is now circa 87% in 2020 for all glass containers
(beverage & food) and Repakis part of a pan-European action platform,
titled “Close the Glass Loop”. Thisis a bottom-up, collaborative, public-

private partnership that aims to boost glass collection and recycling rates to
90% by 2030.

e Glass Collection Infrastructure

Thereisa well-developed, successful collection infrastructure forglass

bottles, whichis based forthe most part on a network of bring banks

countrywide. Thisinfrastructure has beenincrementallybuild up over

twenty years and there are plansto continue the development of this

networkinto the future. The high collection ratesindicates thatthere is
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good buy-infromthe publicin availing of and using thisinfrastructure. An
unintended consequence of including glassin DRS, would be the dismantling
of thisinfrastructure, the cost of whichis unknown.

Business Case/ Environmental Case

There appearsto be no obvious business case setting out the benefits, the
costs the risks of changingthe collection system forglass bottles to a DRS
system.

Likewise from an environmental perspective, on the surface itis difficultto
assess what environmental benefits will be achieved. Itis doubtful ifit
wouldleadto higherrecycling rates than 90% by 2030 and interms of a
reductioninthe carbon footprint, there is no clear benefit.

Impact on DRS for PET and Aluminium Cans and the Retail Sector

Introducing glass bottlesinto the DRS scheme will add another layer of
complexity tothe projectand will significantlyincrease the burden and costs
(interms of additional resources and floor space) on the retail sector,
participatingin DRS.

Glass Reuse

The likelihood that DRS would facilitate the reuse of glass bottles s
guestionable. Overthe pasttento fifteenyears, the majority of producers
transitioned out of reusable glass bottles. Thisis due to the fact that the
management of reusable glass bottles and the associated crate and bottle
and crate washing systemsare onerous fromalogistical point of view,
expensive and the washing processes use alot of water, harsh chemicals
and are very energy intensive. Most glass bottles on the marketnowin
Ireland are designed forsingle use, notreuse.

Reusable bottles are part of a closed loop system, inthe pub
trade. Consumers generally do not participate inthese closed loop systems,
as the bottles are transported between bottlers and pubs only.

Currently many of the glass bottles on the marketin Ireland originate in
other EU Member States and further afield, the costs both financiallyandin
terms of carbon footprint of shipping empty reuse bottles back to their
source of origin, are prohibitive.

At anyrate, if the intentionis to stimulate glass bottlereuse, other
initiatives outside of DRS, should be looked at.

Broadeningthe scope of DRS at this stage to include glass bottlesis not
advisable. Thisshould only be considered afteradetailed study examining
fully the implications of same, toinclude; a cost benefit analysis, an analysis
of the environmental impact and the unintended consequences of same.
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This would need to be weighed up against the successful performance of the
current collection and recycling system for glass bottles.

Essentially, there would need to be astrong compelling case to justify the

inclusion of glass bottlesin DRS as the CEP 2030 EU target is already being
metand Glassis not a litterissue, whichisa core rational for DRS.

3. Regulatory Framework

Some additional issues to be considered in strengthening the Regulatory Framework are as
follows:

3.1 Producer Responsibilities

e [tisimportantindefining “producer” fromthe perspective of DRS, that the
legislationisclearin ensuringthatthe ownerof the branded or private label
productor the first entity to place that product on the Irish market for sale or
supply (if different) is responsibleforensuring compliance with DRS legislation.
This approach ensuresthat both manufacturers and distributors/importers of
the obligated products placed on the Irish market fulfil their obligations.

e Toensurethatall obligated productis covered within DRS and to ensure equity
withinthe scheme, itisrecommended that no de-minimis should applyto any
producerinrespect of this obligation.

e Whilethe DRSwill be producerowned andled, itshould also be notfor profit
and thisshould be stated inthe Regulations. Itisalso assumedthatthe Code of
Corporate Governance for Compliance Schemes will apply to DRS.

e Producerreporting and auditing requirements should also be specified inthe
Regulations.

o [twillbeimportanttoclearly definedeadlines for compliance with DRS
legislation once approved and published. Thisis critical to ensuring that
producers are fully aware of the time period thatapplies from the point of
publication of the legislation to theirrequirement to be fully compliant with
same.

e Full compliance from a producer perspectiveand its associated timelines should
be clearly defined toincludethe following:-

o Scheme operatornominatedto operate schemeand its operational and
governance structuresin place.

o Registration completed with the scheme operator,

o Initiation of deposit charge to participating retailers completed,
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o

Sales of deposit packaging reported to the scheme operatorinthe
prescribed manner.

Payment of deposit and producer fees to the scheme operator.

The display of on pack markings on beverage packagingas required
underthe legislation.

Note that this clarity will be important for producersto prepare theirbusinesses for full
participationin the scheme.

In additionthe following must be clarified at the time of publication of the
legislationin orderto ensure that both the scheme operatorand obligated
producers can immediately prepareforthe commencement of the schemeina
timely manner.

Guidelines concerning deposit markings and barcoding and the date
fromwhich they must be present on deposit containers shouldideally
be available atleast 12 monthsin advance of scheme commencement.
This will be critical to enable the run out of previous stocks of products
that are neither possible nor practical to relabel to ensure compliance.

DRS operatorin consultation with producers should agree the detail
regarding container deposit markings.

Technical specifications should be developed in relation to the correct
application of markings (including fonts, sizes, positioning, security
features, colours, examples of incorrect application) atleast 6 to 12
months priorto scheme commencement.

Guidelineson whetherany derogations apply in terms of marking
methods (e.g. allowance forstickering for small volumes of product and/
or for a defined period at scheme commencement).

Clarity and preferably examples of product types obligated and not
obligated within the text of the legislation.

Clarity and preferably examples of packaging types obligated and not
obligated within the legislation (including material types where feasible).

It will be important forthe efficient operation of the scheme that new
containers are assessed for compliance and registered with the DRS
operator.

e Theexpiryofany derogations should also be clearly defined in orderto provide

full visibility to the scheme operator of any non-compliant producers beyond
that date.
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3.2

o ltispreferredthatthe reportingfrequency and structure be defined by the DRS

operatorinorder to meetthe requirements of the legislation. The prescribed
format should help producersto meetthe obligationsin an affordable manner,
while also ensuring that best practice in data managementandsecurityis
employed by the scheme operator.

Retailer Obligations

Retailers are central to the success of any DRS and have a key role to play inthe
operation of a DRS. They sell beverage bottles/containerstothe consumerand
charge the deposit atthe point of sale. They also take back the empty containers
and return deposits and are involved in coordinating the collection of empty
containers fromtheirpremises.

Retailers also have reporting obligations to the DRS operator. No more than
producers, retailersalsoaninterestin ensuring a cost effective scheme and many
retailers have adual role as producer brand owners selling theirown private label.

Giventherole of retailersitisimportant thatthey have appropriate representation
on the Board of the DRS operator.

Itis important to clarify the following in the Regulations;

o Define what aretaileris, and who exactly is obliged to participate in DRS.

e What role take away outlets (including mobile units), hotels and restaurants
will play?

e Retailers will have to accept all returned deposit materials covered by the
scheme, irrespective of whether they were purchased at their premises or
not.

Retailers willhave toliaise with the DRS operator regarding the appropriate
collectioninfrastructure (i.e. use of reversevending machines or manual collection).
Notall retailers will have the space orneed fora RVM. Itis not recommended that
there be any exemptions toretailer participationina DRS on the basis of store size
howeverthisshould be afactorin determining choice of collection receptacles
(automated/manual) and should be agreed with the Scheme Operator.

The logistics model (i.e. collection, sorting etc.) will have to be designed outlining
the role of waste operators, use of backhauling, couriers etc. The DRS operator will
have to provide all retailers with scheme registered collectors to ensure an efficient

collection system and that no fraudulent activity takes places.

The retailer data management systems should be approved by the DRS operator and
the frequency of reporting will also be set out by the operator.
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3.3

DRS System Operator

The appointment of a DRS operatoris critical to the success of this project. Thetime
frame is ambitious, so the soonerthe DRS operatorisin place, the soonerthe
detailed planningforthe rollout of the scheme can commence. Any delay in this
appointment will reduce the planning and preparation time, which potentially will
undermine the launch date of Q3 2022.

Repak has beenindiscussion for six months now with producers regarding Repak
partneringto operate the DRS Scheme. Those discussions are still ongoing.

The following sets out the strengths of Repak and highlights what Repak could
deliverin managing and operating a DRS.

e Extended Producer Responsibility (EPR) Experience (Not for Profit)
o  Wealth of experience and knowledgein this field —people &sskill set.

o 24 years’ operatingaverysuccessful producerowned and led packaging EPR
scheme.

o Track record inplanning and establishinga new EPR scheme forend of life
tyresin 2017

o Cost Effective Target Achievement

o Experience of delivering one of the highestrecyclingratesin the EU at one of
the lowest costs.

o Strongestablished relationships with all key stakeholders
o  We have a strongrelationships with key stakeholders and considered a
trusted partner by; Producers, Retailers, Recovery Operators, Legislative and
Enforcement Authorities, General Public, other EPR Schemes across Europe.
e Producer EPR Fees
o Decades of experience in calculatingand setting producer EPR fees.
o Experience of transitioning to an eco-modulated fee structure.

e Data Managementand Reporting

o Experienceinmanagingthe complex datasets associated with EPR statistical
data.

o Demonstrated prudent Financial Management.
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o Regulatoryreporting policies and systems. (DECC, EPA, LA Enforcement,
Annual Report).

e Operation of the Logistics System

o 3,400 Producers and 100 waste recovery operators (Private & LA’s).

Research, Knowledge and Know How of DRS
o Conducted extensive research of DRS overthe past three years.

o Visited DRSinSweden, Norway and Lithuaniato see at first hand the
operation and management of different DRS models

Communications, Behaviour Change

o Extensive experience in managing high profile campaigns, educatingand
driving behaviour change.

Timeline

o Witha challengingtimeline Repakis best placed to deliver on behalf of
producers & retailers.

The Approval Process set outin the Draft Regulatory Framework is comprehensive
and thorough. Repak would contend thatit has the experience and know how to

prepare and submita strong and convincing Application for Approval to manage
DRS.

4. The Deposit
The fact that the level of the deposit willbe set by the Minister but that DRS operator will
have inputintothe setting of the depositisto be welcomed. Settingthe depositatthe
appropriate leveltoincentive behaviour change is a key challenge for DRS. Best practice
indicatesthatthereisa directcorrelation between the level of the depositand the
performance of DRS. Itis very mucha balancingact indeterminingthe appropriate deposit
level anditisrecommendedthat once DRSis launched thatthere isa review processto

assess the impact of the deposit on
e thereturnrates

e thelevel of unredeemed deposits

e theimpact onproducerfees

Obviously based onthe results of any impact assessment there should be amechanismto
readjustthe depositif necessary.
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A fixedflat depositis generally aless complexand less costly solutionto putin place and
easiertocommunicate to the consumer. While there are varying views on the merits of a
fixed flat deposit versus avariable deposit, it may be best to give the DRS operator the
flexibility to determinethe deposit structure, without compromising the Minister’srolein
settingthe deposit levels.

On theissue of depositstructure, careful consideration needs to be given to what type of

structure best suits local market conditions, in orderto avoid any unintended consequences
and the views of the beverage producers in this scenario are important.

Waste collectors or operators of municipal recycling facility operators should only be able to
claima handlingfee in respect of containers that are not returned to retailers or return
points but which are placedinrecycling bins, provided the quality of the material presented
meets the equivalent standards of the material collected through DRS collection system. An
obvious concern here would be contamination levels.

Citizen / Consumer

The success of any DRS is very much dependent on the role of the consumerand how they
respond tothe new system. Itisessential to make the systemasuserfriendlyand
convenientas possible forthe consumer.

While the majority of the material will be collected through return to retail, all options
should be explored to maximisethe returnrate. Thiswouldinclude targetingon the go
material and exploring the possibility of establishing return points at bring banks, civic
amenity sites and community organisations such as sports clubs, Tidy Towns, Charities etc.

Consumers will need to know about a DRS well in advance of it becoming operational. This
will require a proactive publicInformation campaign, using all communication channels, to
create awareness forthe new DRS scheme and to explain what a DRS will mean for
consumers. ltis very much about changing mind-setand culture and explainingthat whena

depositisappliedtoacontainer; thatitemnow has a value andis no longerawasteitemto
be discarded.

DRS Enforcement

Repak recommends the introduction of aDRS enforcement regime comparableto that
which operates underthe WERLA model (i.e. the Local Authorities to enforce the DRS
Regulations, coordinated by the WERLAS and overseen by DECC).

This approach delivers:

e A coordinated, experienced and consistent approach to enforcement throughout
the country.

e Maximum use of local knowledge of Local Authorities within the WERLA structure.
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The Local Authorities, and ortheirauthorised agent(s), to have examination and
investigative powers, the ability to access premises and examine documentation to support
enforcement activity.

The Local Authorities should also have powers to;

e Performspot-checks on producers, wholesalers, and retailers, and seek proof thata
given beverage containeris registered with the DRS operatorand that the depositis
beingcharged onthat container.

e Prohibitthe sale of a beverage container not registered with the DRS operator.

Enforcement measures should be designed to offer the Local Authorities a proportionate set
of tools for dealing with relevant offences and breaches of the Regulations, such as

e Fixed penalty notices with late payment penalties.
e Finesnotexceedingthe statutory maximum onsummary conviction.

e Finesonconvictiononindictment.

Breachesto include

e Notregisteringwith Scheme Operator.

e Notlabelling product correctly.

e Notcharging a deposit.

e Notindicatingthatthe depositisa separate payment.
e Notkeepingadequate records.

e Sellinggoods not covered by the DRS.

e Notissuingarefundonreturn.

The role of the WERLAs is to deliver an integrated approach to waste enforcement which
drives consistentenforcement of legislation across the regions, developinga strongregional
enforcement network which shares intelligence and expertise across Local Authority
boundaries as required. This is key to dealing with strategic national waste enforcement
priorities and serious criminal offenders through intelligence led and coordinated multi-
agency enforcement actions.

The Packaging Enforcement Cooperation Programme has provided a template for how
cooperation can augment enforcement. This along with the proposed enhancement of the
WERLA role in enforcement means they are the most appropriate body to enforce DRS
Regulations.
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