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Blue Box Performance Report for 2010

WDA Requirements

Stewardship Ontario is the industry funding organization responsible for the Blue Box Program Plan, which was approved by the Minister on December 22, 2003
and commenced on February 1, 2004. For further information please see “Guide to the Blue Box Program Plan” at
http.//www.wdo.ca/files/domain4116/Guide%20t0%20the %20BBPP%20for%202008%20fees%200ct%2017%202007.pdf.

A revised plan was submitted by Stewardship Ontario in the spring of 2010, approved by Waste Diversion Ontario and is awaiting approval by the Minister. For
further information on the proposed revised plan, please see “Revised Blue Box Program Plan” at
http://stewardshipontario.ca/sites/default/files/docs/Final%20Revised%20BBPP%20-%20April%2029%202010.pdf

Stewardship Ontario undertook two consultations in 2011:

e The report on consultations undertaken during the preparation of the Revised Blue Box Program Plan can be found at:
http.//stewardshipontario.ca/faq/stewards/library/consultation-archives,

e The report on consultations undertaken in relation to the establishment of program fees for 2011 can be found at:
http.//stewardshipontario.ca/stewards/what-we-do/blue-box/consultation.

Steward Registration

Steward registration in 2010 totalled 4,354 stewards for the Blue Box Program. Of these, 90 were new steward registrations in 2010.
Total number of Blue Box stewards reporting in 2010 was 1,491. In 2009, 1,544 Blue Box stewards reported.

The total fees paid by the reporting Blue Box stewards in 2010 were $89,397,622. In 2009, $80,635,640 was paid by reporting Blue Box stewards. The fee is as
stated in Stewardship Ontario’s Statement of Operations; note that steward reports for any prior year’s obligations are captured in the year that the reporting
takes place.

Report on Blue Box steward audits: in 2010 Stewardship Ontario worked with Deloitte and Touche to create a robust audit framework. The first audit under this
framework was completed March 1, 2011. There are nine more in progress from 2010 as part of this pilot project. In 2008-2009, nine audits were conducted
which represented 108% of the tonnage target. When the 2010 audits are completed under the new framework, 54% of the tonnage target will be audited.

4|Page


http://www.wdo.ca/files/domain4116/Guide%20to%20the%20BBPP%20for%202008%20fees%20Oct%2017%202007.pdf�
http://stewardshipontario.ca/sites/default/files/docs/Final%20Revised%20BBPP%20-%20April%2029%202010.pdf�
http://stewardshipontario.ca/faq/stewards/library/consultation-archives�
http://stewardshipontario.ca/stewards/what-we-do/blue-box/consultation�

Program Diversion Performance

The Blue Box program, operated by Ontario municipalities and funded in part by Stewardship Ontario via the Program Plan, achieved a material diversion rate of
65.3% (calendar year 2009).

Market Development

Stewardship Ontario continued its efforts to develop markets for recyclable materials, specifically:

e Stewardship Ontario’s investments in two processors of mixed rigid plastics are progressing successfully. Blue box material is being processed
successfully and economically into a range of high grade plastics that are being sold for use in the manufacture of new consumer products. Both
Entropex and EFS Plastics are now proceeding to the next phase of project expansion and are increasing capacity.

e Stewardship Ontario has also worked with a consumer product manufacturer that is now producing products in Ontario from Blue Box plastics supplied
by Entropex and EFS Plastics, and these products are now being sold to consumers by a large national retailer. The key priority now is to ensure that
municipalities can produce enough material to satisfy demand.

e The amount of printed newspaper being generated in Ontario is declining dramatically as electronic versions of printed new gain prominence. This is
accelerating the change to the mix of materials in the blue box that need to be sorted and marketed (a phenomenon driven initially by increases in
plastic packaging to which the Plastic Market Development initiative responded). This has highlighted the need for a strategy to more effectively capture
and extract value from paper-based packaging, and therefore in 2010 Stewardship Ontario created a $500,000fund to develop a strategy for paper
packaging, following a process similar to that which was used to develop the plastics initiative.

e  Stewardship Ontario has also worked with local processors of glass in order to respond to the closing of the Unical recycling plant in Brampton

e A commodity risk assessment was carried out to identify trends in commodity market and processing pressures, to guide future efforts.

Successful market development strategies avoid reactive responses to short-term disruptions in commodities markets and/or actions that aim to address a single
emerging issue.

Success invariably requires a systemic approach aimed at the entire supply chain, from the point at which the material is deposited in a blue box to the point at
which it is transformed into a commodity suitable for use as a manufacturing input. Where circumstances warrant, Stewardship Ontario can fulfill the role of
“venture capitalist”, providing foundational support that reduces project risk sufficiently to attract public sector support (such as infrastructure funding),
additional private capital partners and/or bank financing.

Accordingly, Stewardship Ontario’s efforts will continue to focus on the longer term, assessing risks to the marketability of all blue box materials with a view to
anticipating threats to material markets, facilitating systemic strategies to mitigate those risks and/or identifying priorities for long-term market development.
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MHSW Performance Report for 2010

WDA Requirements

The MHSW Program is designed to collect consumer household hazardous and special waste material and manage these materials to their end-of-life (recycled
or disposed of safely) in accordance with the Waste Diversion Act, 2002.

Program implementation occurred in two phases — Phase 1 launched in July 2008 with nine materials (Ontario Regulation 542/06; Amended O-Reg 28/08). For
program plan information please see “Municipal Hazardous or Special Waste” at http://www.wdo.ca/content/?path=page80+item125629. The Consolidated

MHSW program (Phase 2 ‘Special Waste’ and Phase 3 ‘Hazardous Waste’) launched July 1, 2010 bringing the total number of materials to 22. For program plan
information please see “Consolidated Program Plan” at http://www.wdo.ca/content/?path=page80+item126302.

On July 20, 2010 the Minister of the Environment suspended Phases 2 and 3 (Ontario Regulation 298/10) for a 90-day review period due to consumer confusion
and retail implementation issues with ‘eco-fees’. The Minister announced the results of the Government’s 90-Day review of the Orange Drop program on
October 12, 2010: “The government is permanently ending the household waste program that took effect on July 1.” (Ontario Regulation 396/10)

The Minister subsequently requested that Stewardship Ontario prepare a revised nine material Phase 1 MHSW program plan and continue to prudently manage
Phases 2 and 3 MHSW during a transition period.

Steward Registration

Total number of MHSW stewards reporting in 2010 was 496. In 2009, 448 MHSW stewards reported.

The total fees paid by the reporting MHSW stewards in 2010 were $39,426,587. In 2009, $25,876,102 was paid by reporting MHSW stewards. The fee is as stated
in Stewardship Ontario’s Statement of Operations; note that steward reports for any prior year’s obligations are captured in the year that the reporting takes
place.

Report on MHSW steward audits: in 2010, six audits were conducted which represented 38% of the tonnage target for the materials audited. A further five
audits are in progress, which when completed will bring the 2010 audit total to 11 stewards. The 2010 audits were conducted on two materials - oil filters and oil
containers. SO is looking to expand these audits to other materials.
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Vendor Registration

Commercial service providers registered for MHSW material management:

Vendor Registrations Year | Transporters | Processors
2009 43 28
2010 47 32
New Vendor Audits 2010 4 4
Monthly Lab Pack Audits 2010 - 6
Accessibility

The following chart details consumer accessibility by collector type for MHSW in 2010:

Collector Type Material Number Notes
Municipalities with Depots Municipality All 45 75% of the population of Ontario reached
Depot Sites All 81
Depot Events All 201 Events July — December 2010
Municipalities — Events Only | Municipality All 57
Events All 125 Events July — December 2010
Return to Retail Paint & Batteries 884 4 primary retailers + independents
Automotive Small IC&I Generators Oil Filters, 10,000 Automotive Incentive Program
Antifreeze,
Automotive DIY Sites Automotive Plastics 292 162 DIY sites added in 2010
Public/Private Network Sites Batteries & Propane 126 Propane tanks: 108 Provincial Parks
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Accessibility Map

Population of Ontario mapped to show municipal collection access by depot and event by population density for 2010.
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Program Performance against Targets

The 2010 year is being reported in two halves (Q1/Q2 and Q3/Q4) due to the launch of the CMHSW program on July 1, 2010 which triggered new collection and
diversion targets for the nine Phase 1 MHSW materials. Since these target rates are substantially different, and some materials have sub-segments created by
the CMHSW program, a blended 2010 performance against a blended 2010 target does not meet the reporting requirements.

2010 Tonnes Collected

The source data for collection, as per the explanatory note above, therefore comes from two program plans:

e Q1/Q2:Table 2.7 (Year 2), Phase 1 Plan, pg. 26 * Collection Target Rate

e Q3/Q4:Table 5.9 (Year 1), CMHSW Plan, pg. 43 * Collection Target Rate

It is also important to note that actual collection data** supplied by our service providers, municipal and commercial, undergoes a rigorous validation process.

The validation of this inflow of data is still on-going for Q3 and Q4 due to the unanticipated need to separate Phase 1 from Phases 2 and 3 reflecting the
Minister’s announcement of October 12", At the time of this report, 20% of Q3/Q4 material management by municipalities has been booked but not yet
validated and may be restated in future quarters. 80% has been extrapolated and may be restated in future quarters.

To assist with navigating the Q1/Q2 to Q3/Q4 change, notes have been imbedded into the 2010 Tonnes Collected table below.

Collection Actual** Actual** .
. 2010 . . . . R Variance
Material . Available for Collection Collection* Target Rate Target Collection Collection
Period (Tonnes)
Amount Amount Rate
Paints & 1/Q2 5,413 55%
! . Q1/Q - > 2,977 5,577 103% 2,600
Coatings notes Aerosols are included
Q3/Q4 10,092 37%
notes Aerosols are not included
505 49%
notes Paint in aerosol containers 3,947 7,061 67% 3,114
notes Concentrate vs. premix -Gradual net decline in sales
modified dilution -Extended service intervals
assumption changes -25% separate rate for containers
available for collection (*tables 2.6, 2.7 in Vol.ll CMHSW)
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Collection Actual** Actual** .
. 2010 . . . . . Variance
Material . Available for Collection Collection* Target Rate Target Collection Collection
Period (Tonnes)
Amount Amount Rate
Solvents Q1/Q2 787 39% 307 128 16% (179)
Q3/Q4 1,217 46%
notes - Broader definition
- Desire to capture more for recycling 560 204 17% (356)
vs. EFW
- 46% target for Ph3 flammables
Antifreeze Ql/Q2 4,944 35%
notes Assumed no containers 1,730 1,135 23% (595)
(*table 2.7, footnote #6, pg.27)
Q3/Q4 2,893 25%
notes Concentrate vs. premix -Gradual net decline in sales
modified dilution -Extended service intervals 723 1,097 38% 373
assumption changes -25% separate rate for containers
available for collection (*tables 2.6, 2.7 in Vol.ll CMHSW)
Oil Q1/Q2 1,824 35% 639 1,250 69% 612
Containers Q3/Q4 1,637 32%
notes -Contributing factor to lower target:
achieved 12% collection in first 9
months of Y1 Ph1 program 524 1,343 82% 820
-Took into consideration state of
market for oil container recycling
capacity at the time
Oil Filters Q1/Q2 6,698 74% 4,957 3,874 58% (1,083)
Q3/Q4 6,911 65%
notes In May, adjusted weight -Service intervals are longer
factor (over-weighing) - -Gradual net decline in sales 4,492 3,974 58% (518)

decreased the amount
available for collection
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Collection Actual** Actual** .
. 2010* . . . . . Variance
Material . Available for Collection Collection Target Rate Target Collection Collection
Period (Tonnes)
Amount Amount Rate
Pressurized Q1/Q2 882 94% 829 284 32% (545)
Containers | notes Supplied = what is
- Refillable estimated not going back
into “lifecycle
management”
Q3/Q4 432 83%
notes Same note as above for Based on experience of actual
refillable containers containers collected by 359 430 100% 72
municipalities in Phase 1
Pressurized Q1/Q2 321 16% 51 55 17% 4
Containers Q3/Q4 407 14%
—Non- notes Based on best data available during 57 124 30% 67
refillable program development
Single-Use Q1/Q2 3,529 7% 247 318 9% 71
Dry Cell Q3/Q4 3,847 20%
Batteries notes -Raised by WDO to align with other
JEuL:lsdlctlonaI targets, particularly the 769 376 10% (394)
-Note: Rechargeable also given a
separate 20% target
Pesticid 1/Q2 0 52%
esticiaes al/a ° 0 27 #error 27
notes No sales reported Before banned
Q3/Q4 17 n/a 0
notes Measured Return Share nfa 2 = n/a
Fertilizers Ql1/Q2 0 34%
notes -Fertilizers containing
pesticides only; before 0 44 #error 44
banned pesticides
-No sales reported
Q3/Q4 0 n/a
notes Measured Return Share n/a 41 #error n/a
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2010 Tonnes Diverted
The 2010 year is being reported in two halves (Q1/Q2 and Q3/Q4) due to the launch of the CMHSW program on July 1, 2010 which triggered new diversion

targets for the nine Phase 1 MHSW materials. Since these target rates are substantially different a blended 2010 performance against a blended 2010 target
does not meet the reporting requirements. Therefore, the source data for diversion comes from two program plans:

e Q1/Q2:Table 2.7 (Year 2), Phase 1 Plan, pg. 26 *Diversion Target Rate
e (Q3/Q4:Table 5.10 (Year 1), CMHSW Plan, pg. 47 *Diversion Target Rate

It is also important to note that actual diversion data** supplied is a factor based on 2009 processor reporting at the time of this report filing. The actual data is

currently being updated using 2010 processor diversion reports received February 2011.

2010 Diversion Actual** Actual** Variance
Material Period Available for Collection Diversion* Target Rate Target Diversion Diversion (Tonnes)
Amount Amount Rate
Paints & Coatings Q1/Q2 5,413 48% 2,598 4,122 76% 1,523
10,092 229
Q3/Q4 '505 42; 2,403 5,229 49% 2,826
(o]
Solvents Q1/Q2 787 0 - - 0 -
Q3/Q4 1,217 0 - - 0 _
Antifreeze Q1/Q2 4,944 33% 1,631 1,135 23% (496)
Q3/Q4 2,893 25% 723 1,097 38% 373
Oil Containers Q1/Q2 1,824 28% 511 1,250 69% 740
Q3/Q4 1,637 32% 524 1,343 82% 820
Oil Filters Q1/Q2 6,698 69% 4,622 3,603 54% (1,019)
Q3/Q4 6,911 65% 4,492 3,696 53% (796)
Pressurized Q1/Q2 882 94% 829 233 26% (596)
Contai - 9
Rz;:“aalglirs Q3/Q4 432 83% 359 353 82% (6)
Pressurized Q1/Q2 321 16% 51 42 13% (9)
Contai — Non-
r;'i‘”;'o'::rs °" | Q3/04 407 14% 57 93 23% 36
Single-Use Dry Cell Q1/Q2 3,529 2% 71 274 8% 203
Batteries Q3/Q4 3,847 14% 539 324 8% (215)
Pesticides Q1/Q2 0 0 - - 0 -
Q3/Q4 17 0 - - 0 -
Fertilizers Q1/Q2 0 0 - - 0 -
Q3/Q4 0 0 = - 0 -
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2009 Program Performance

MHSW Phase 1 Calendar Year
2009

Jan 12009 - Dec 31, 2009

2009 Supplied to the Market

2009 Available for Collection

2009 Collection Targets

2009 Collection Rate (%)

Based on Based on Based on Variance - Variance
n -
Phase 1 Plan Phase 1 Plan 2009 Actual Phase 1 Plan
Actual . Phase 1Plan| Restated _ Restated Actual Y9 9009 Actual Actual Based ) Supplied to
Product Half Yr. 1 & (tonnes) Variance Half Yr. 1& | (tonnes) Variance Half Yr. 1 & 1 (tonnes) to Plan Half toYr. 1 Half Yr. 1 & on Restated Variance AfC Factor
Half vr. 2 ' Halfyr2 | (tennes) ¥r. 1 & Half : Half Yr. 2
Half yr. 2 Restated
(tonnes) (tonnes) {tonnes) ¥r. 2
Antifreeze 16,724 14,932 -11% 14,307 12,799 ! -11% 4,293 3,840 2,364 -45% -38% 30% 18% -12% 86%
Batteries 5,245 7,507 43% 5,188 7,358 2 42% 338 478 401 -16% 7% 5% -1% 98%
Fertilizers 7,858 1,894 -76% 147 33| ? -78% 43 11 58 432% 33% 175% 142% 2%
Qil Containers 4,371 3,455 -21% 4,372 3,455 4 -21% 1,421 1,123 986 -31% -12% 33% 29% -4% 100%
il Filters 16,540 8,683 -48% 18,480 8,683 s -53% 12,844 6,035 7,660 -40% 27% 70% 88% 19% 100%
Paint & Coatings 125,139 116,178 -7% 12,533 11,618 B -7% 6,768 6,274 7,539 20% 54% 65% 11% 10%
Pesticides 540 378 -30% 134 94| 7 -30% 69 49 64 32% 52% 68% 16% 25%
Pres.Cont = Non Refillable 683 667 -2% 690 667| ° -3% 104 100 144 44% 15% 22% 7% 100%
Pres.Cont — Refillable 2,662 1,619 -39% 2,098 1,262 ° -40% 1,951 1,174 530 -73% -55% 93% 42% -51% 78%
Solvents 4,302 4,086 -5% 1,508 1,430 o -5% 573 543 239 -58% -56% 38% 17% -21% 35%
Totals 184,064 159,400 -13% 59,456 47,401 -20% 28,408 19,627 19,985 -30% 2% 48% 42% -6%

'Restated ‘Available for Collection’ is calculated by multiplying the actual 2009 sales data by 86% (supplied to available for collection ratio in the MHSW PP)
Restated ‘Available for Collection' is calculated by multiplying the actual 2009 sales data by 98% (supplied to available for collection ratio in the MHSW PP)

3R(-_\stated ‘Available for Collection' is calculated by multiplying the actual 2009 sales data by 2% (supplied to available for collection ratio in the MHSW PP)

50 has revised the conversion factor for litres of oil sold to calculate container weight as per BCUOMA, volume-weight conversion is 1L to 0.05535 kg per oil container.

0.104 kg per liter sold was used in MHSW Phase 1 plan. Restated 'Available for Collection' is calculated by multiplying the actual 2009 sales data by 100% (supplied to available for collection ratio in the MHSW PP

®In MHSW PP a dry weight average of 0.694 kg per filter is used to calculate supplied to the market. A wet weight of the average filter is 0.88 kg per filter is used to calculate "available for collection®.

In the Actual ¥r. 1 supplied to the market, 50 uses the number of units reported multiplied by the wet weight of 0.46 kg per filter (As per field studies conducted in ON, BC, QUE and 5K)

Restated "Available for Collection’ is calculated by multiplying the actual2009 sales data by 100% (supplied to available for collection ratio in the MHSW PP)
Restated ‘Available for Collection' is calculated by multiplying the actual2009 sales data by 10% (supplied to available for collection ratio in the MHSW PP)
"Restated ‘Available for Collection' is calculated by multiplying the actual2009 sales data by 25% (supplied to available for collection ratio in the MHSW PP)

®Restated 'Available for Collection' is calculated by multiplying the actual2009 sales data by 100% (supplied to available for collection ratio in the MHSW PP)
°Restated ‘Available for Collection' is calculated by multiplying the actual2009 sales data by 78% (supplied to available for collection ratio in the MHSW PP)
Upestated ‘Available for Collection' is calculated by multiplying the actual2009 sales data by 35% (supplied to available for collection ratio in the MHSW PP)

nRestated Collection Targets are calculated by multiplying the Restated "Available for Collection' by the Collection Rate % in the MHSW PP
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Promotion and Education

The C-MHSW Program Plan identified the program P&E objectives at launch in July 2010 as:
e Inform citizens that a program to manage this category of waste exists
e Encourage participation in opportunities to dispose of designated MHSW appropriately
e Motivate consumers to adopt and maintain the desired environmental behaviour

For the launch of the C-MHSW program in July 2010, we developed the Orange Drop Brand with a comprehensive multi-media P&E program. We engaged in a
strategic approach focused on educating consumers and promoting the program with a strong call to action. The P&E focus and intention was to identify the
desired consumer behaviour and drive activity to meet collection targets.

The launch of the new materials gave us the opportunity to communicate to consumers through an integrated program that utilized a social media presence
with affiliated social media properties, online communications (web, e-blast) and a consumer-facing “live” educational road show program, which was designed
to engage the public and capture contact information to encourage two-way communications with consumers.

These elements were supported by traditional communications vehicles such as print, outdoor, television and radio, all driving to a online destination, where the
loop was closed with material-specific messaging and location-based information that assisted consumers to participate in the program.

Our strategy utilized a front-loaded approach to launch the message to consumers and to create awareness around the program in general messaging that
would help drive to targets for December 2010.

Our launch also allowed us to maximize the potential of the summer/early fall as a key engagement opportunity for consumers where they were accessible and
amenable to lifestyle messaging. Typically this season is when we find them participating in events and activities that lend themselves to clearing out home
space and open to returning materials.
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The main categories of activities were:

Activity

Results

Integrated social media campaign
Online Launch portal media event
Online profile building

135,685 unique web visits

Consumer Educational Road show
Events sponsorships
Collateral & Promotional materials

64 lifestyle shows
4.6 million consumer impressions
300,000 direct interactions

Targeted online advertising

11.3 million impressions

TV program

1.7 million consumer impressions

TV advertising

11.8 million consumer impressions

Radio Advertising & contests

6.3 million impressions

Outdoor advertising
Eco bins/convenience stores/Walmart

31.8 million impressions

Public Relations

18 positive public relations stories

School program

19 schools
56 presentations
4,250 students
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Independent Auditor's Report

To the Members of
Stewardship Omtario

‘We have sudited the aoc ing fi ial stat of Stewardship “Omtario, which
mpﬂﬂ:hﬂnmﬂmtuntﬂmﬂlﬂ:rm 1010, and the statements. of changes in net
asets, operations and ocash flows for the year then ended, and = zummary of signifioant
@ooounting polickes and other explanatory informatson.

Management’s Responsibility for the Financlal Statements

Management iz responsible for the preparation amd feir pretentation of these fimanoial
statements in aooordanoe with Canadizn generally aocepted coeodnting prinoiples, and for suoh
internal control @ monagement detsrmvines s necemmary to enable the preparation of fimanoial
statements that are free from maternal misstatement, whether due to fraud or ermor.

Dur resporsibility is to express an opani DfI'I‘J'IEE' ial stat bﬂdmwmﬂ We
conducted our audit in i with © i ng standards. Those

mdn\dsmqnmﬂutmmhrmﬂtrﬂnmlmwﬂs Jpl.mmrlpﬂ'fnrmlhemdi:m
obtain reasonable aszurance sbout whether the financial statements are free from material

misstatement.

4An pudit involves performing, procsdures to obtain audit evidenos about the amounts and
disolozures im the financial statements. The procedures selected depend on the auditors
judgment, noluding the amessment of the rsks of material misstatement of the fimanoial
statements, whether dus:to fraud or error.  In making those risk assessments, the ouditor
oonsiders internal contral refevant to the entity's preparation and fair presentation of the
financial statersents. in order to design audit proosdures that are approprigte in the
mmmmfwﬁemdwgmmmmﬁum“mufﬂm

entity’s internal ‘control.  &n sudit also | g the appropr ing
policies vsed and the b af --umrrndebyranﬂnﬂrt,mw:llu
luating the overall pr ion of the fi ial statements.

‘We beliese that the audit evidenos we have obtained = suffisient and appropriate to provide &
baziz for our audst opinion.

Opinion

In our opimion, these finanoial statements present fairly, in oll materiol respects, the finangial
pasition of the Organization as ot Dec=mber 31, 2010 and the results of its operations ond its
oazh flows for the year then ended in aooordanos with Conadian generolly scoepted oooounting
principles.

Chartered Accountants, Lis=nsad Publio Accountants

tarch 3, 2011
Toronto, Ontaro
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Stewardship Ontario

Balance Sheet
Decembar 31 2040 005
Asseis
Currant
IreEtments (Note 3 $106,272.427 § 76,285,121
ACCOUNS recelvabis 473,715 7712633
Prepaid expenzes and depostts 287,568 241,112
111,291,210 - 54,339,856
Capital and infanglble asssts (Mote 4) 2118186 o732 717

$113.407,376 § 85,312,583

Liabilities and Net Assets

Current
Banik overdratt (Mate 5)
Accounts payable and acorued llabillies
Defemed revenus (Mode 6}

Met Apssats
Irvested In capital and Intangibie assels
UnresTicted
Intemally resircted (Mote 7)

$ 16399699 § 5408237
43,340,650 30,165,423
47056387 30,575,138

101,796,753 67,150,548

2116166 = Fruiey
2,713,165 7,742 558
ETE1252 2445450

11,E10,623 18,161,735

$113, 407,376 & 85212533

‘On behalf of the Board:

DHrector

Director

The accompanying solms e an Innﬂd st of Shass rancil st

Stewardship Ontario
Statement of Changes in Net Assets

For the year ended Dacember 31, 2010

s i
L fagi b
@i Capital I EY L] 2000
Aghis  Usewatisied Foaalyhctad Toetal Tetad
Baduon, baginsing of L 3 STITIT B T MLESE §  S448480 § 9R1E1, TS § 18038
[Exnis [deficiency| of
Tl D R
e bt yar (A St {1, 7ET, 15Ty L SRIE 1258 T
IavestmEn L in Sasitai
o T8A008 (284,008 F
Insestmei in Enbarprise
Infarmation Sysiem
[Hta Ty 1,138,082 1264, 080 (SN
vl ol ] RhL-HE ] TiE 188 & 11800628 & 18151735

This ascormgsanying sl wm an infegiel pas of hess lrancel bt
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Stewardship Ontario
Statement of Operations
210 2008
For ihe yaar ended Desamber 31 Actual Budget ariance Actual
Rewanus
Blue Box program sheward fees $ 85397622 § 87373374 § 2,018,248 § 50,535,540
MHSW program steward fees (Phase |) 35426587 40,886,576  (1,239,989) 25675102
MHEW shesward fees (Phase 1) - E451.472  [5.451.422) -
investment Income (Moba 5) 450 T35, 000 121,450 1,662,932
135,740,655 135,252 372 5, 5510673 108,174 674
B8
Bilue Sax Program
Municipal Transfer Payments ESEIS117 65040352 [1.275) 80,151,520
‘Continuaus Improvemsnt
Fund [Mobe 10{c)) 16,410,058 16,410,058 - 15,164,553
Resaanch and gevelopment 1,938,583 3,520,000 [1.583,011) 64,752
Enterprise information Sysiem 1124 283 515, 000 B9, 2 TO4.865
85,110,457 B, 085,450 [375,003) 75,095,005
MHEW Program
Direct material costs (Phase 1) 29, TEE 54T 18,7412 1.033,123 19,763,452
Direct material costs (Phase 1) T.E12,035 6,045,723 1586316 -
Shared promotion and education 3637918 2,263.3M 1374, 545 1,203,700
Program development and
start-up 1,705,381 1,233,455 AT5, 886 1,351,771
42 T2TATT 38272001 4,455,876 23,023,523
COmman Costs
Program management £995,055  £,959.551 [5%8) 5033636
‘Waste Diverslan Ontarkoand
Mnisiry of Environment charges
[Mode 9) 1,454,352 1,475,000 (20, 6B} 1,262,413
8453 447 8,474,551 (21,144} 7,196,049
Taotal expenses 138351811 132 833 082 345977 106315977
Excass (daficlency) of revenus ovar
L] fior the I 11 2 250 011 5 1 .B53 697
Tha B I o et fi

For ihe year andsd December 31

Stewardship Ontario
Statement of Cash Flows

Cash provided by [usad Inj

Opaerating activitiae
Excess (deficiency) of revenus over expenses for the year
Afjustments to recanclie excess joeficlency) of reverte
over expenses far the year fo cash provided by
operating activiies
Amortization of capiial and Intangibie assels
Mor-cash component of Invesimant Income

Prepald expenses and deposis
Accounts payable and accrued labiifiss
Defemed revenue

Investing activiiles

Purchase of investments
Froceeds of investments
Purchase of capital and intangible assets
Payment from Waste Diversicn Ontano

Increase In bank overdraft during the year

Cash [bank overdraft). beginning of year
Bank overdraft, end of year

% [6.551,112) § 1,658,697

243,629 3,078
141,881 (453,238)
2581418 {B4T,04g)
53,544 (312,218)
13474269 6520897
11480174 9045514

21,525,736 16,029 773

[54,000,000)  {47,500,000)
33,571,813 13,112,763
[1,333,071) {563,527)

[31,521,258)  [#9,675,307)
[9.591,452)  (13,645,523)

— 823N TIST.250
$[15,399,695) 5 (5,408,237

This dccompsanying Soles e an imegiel pas of Sues francil sttt
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Stewardship Ontario
Motes to Financial Statements

December 31, 2010

Busginess Organization and Operations

Stewardsnip Cntarip ["Organitzabion”) & an Industy Funding Organizabion created under
Section 24 of the Waste Divarsion A, 2002 (WDA") to operate waste dversion programs
an bahaif of Waste Diversion Otaris (W00

On February 14, 2003, the Organizatlon was formally Incorparated in the Provinee of Ontaro
35 3 corporation without share capiial. The first Blue Bax Program Plan was approved by the
Minister of the Environment In Decsmber 2003 ard the program commenced oparations In
Febnuary 2004.

©n Decemiber 11, 2005, the Minister of the Environment prescribed Municpal Hazardous or
Spectal Waste "MHSW") a5 a designaten wasie under the WOA. The Minisier required thak
WDO develop 3 waste diversian program Tar MHSW, and the Organization fo be the Indusiry

Funoing Organizatien (IF07.  The Minister of the Ensironment approved the Phase 1
Program Pian In November 2007, The MHSW officially commenced aperatians July 1, 2006

In & |efter dated Seplember 27, 2009, ine Minisier of fe Ervionment approved the
commencement of the Corenildated MHSW plan, which added 14 new mabenal categodes to
fhe program, fo commence July 1, 2010 0n Joly 20, 2010, the Minister of the Erironment,
fhrough Ontarie Regulation 298110, halted and under Onfaro Regulation 395710 utimately
cancelled the expansion of the Consoldated MHSW program. This put an end 1o the
Crganization's ablity o collect sleward fees against the new materals and definifions under
fhe Consolidated MHSW plan., Mateffal callection and the assoclated obligation to pay far
these costs confinued to exist through 2010 for all matenais under the Consolldated MHSW

ram. The Minister of the Environment has commiSied to reimburse the Organization far

expanded
thak will Includs the cRginal nine matenals of PRase 1 of the MHSW program.

Signiticant Accounting Policles
Trie folkoaing 15 3 summiary of slgnificant accounting pollckes of the Organizatian:
{a) - Fevenue Fecognition

Sieward fess for shewants regishared with the Crganization are recogrized a5 revenie
basad an raported tonnages. Steward reparted fonnages far prior years' obilgations and
revenues resuling from compliance and enforcement activifies are recognized when ihe
amount can be reasonably esimated and collection |15 reasonably assursd

The Onganization follows the defamal method of accourting for revenues callected and
administared on behal? of the Efeciivensss & EMcency Fund (EE7L the Confinuous
Improvement Fund ("CIFT) and the Giass Market Development FUnd. AMOunts recalved
for these programs are recognizad 35 revenus when the related expenses are IRcured.

Stewardship Ontario
Motes to Financial Statements

Decamber 51, 2010
2. Significant Accounting Policles [Comtinusad)

i)

)

(&)

Imvesiments

The Onganization designaies Hs Invesiments as held-for-irading and ey are stated at
thelr fair value. Reallzed and unreallzed gains (losses) are recorded In ihe statement of

The Organization accounts Tar 15 Investiments on a seliement date basis
and transaction costs associated with Investment aciivitlies are Incluged Inthe stalement

of operations.
Falr value of Invesiments are defemined a& follows:

Bangs, flxed Income securities and snort temm deposlt Tecelpts are valued at year-and
rqueted market prices.

Capital Assats.

wmnmammmmm and are amorilzed on
the foliowing basls:

Computer equipment 3 years siraight line
Fumiiure and fixiures 5 years siraight line
Intangible Assets

a3szeis with Tinke ives are recorded at cost and are amonized over thelr ussiul

Iife, beginning once Te 3552t |5 ready for use. The Enterprise Information Sysiem 15
being amartized of @ st e basls over 5 Years.

Financial Instruments

The Organization accounts for bank overdraft 3= held-far-frading and |5 carmed at fair
walue: - Agcounts recelvable |5 claseFied 36 loans and recelvables and are Initaly
megsured at falr value and camled at amortized cost.  Accounts payable and accrued
liabiifties are classFled a6 ofther financial labiities and are Inltially measured at fair value
and camed at amoriized cost.

The camying values of bank overdraft, accounts recelvable and accounts payable and
acorued |lsbillles approximate thelr far values due to the relative shor periods to
maturity of these liems or because they are recelvable or payabie on demand.

Lise of Estimates
The preparation of financdal siatements In accondance wilh Canadian gensrally

mmmmmmmmmmmmmsm
the reporied amounts of assets and llabilles a3t the date of te fnandal

MNMWMWMMWWMWMWM

from management's best estimates as addiional Infarmafian becomes avalable In the
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Stewardship Ontario
Motes to Financial Statements

December 31, 2010

3.

Invaatmants

investments consist of money market pocied funds, guarsnieed investment cerificates and
bonds ihat bear Interest at 1.90% io 6.00% (2000 - 0.35% to £.00%), and mahwe betwaen
September 2011 and Apell 2020, Incluged In Investments 15 $542,050 (2009 - 5254 853) of
35N held with broker. The dereass In market vake of Invesiments for the year endzd
December 31, 2010 amouried fo 5400,240 (2009 - Increase of $434,950) which |5 Includad In
Investment income (Nate 8).

Capital and Intangibla Assets

2010 2003
Accumukabad Mot Book et Book
Cost  Amartizatlon Value alue
Capital assats
Computer equipment ¥ 106,155 % 28,069 % THOEE 3 30,077
Furnibure and Thxtures 214, 537 Fil il 187 476 25,476
20,752 a5, 130 2E5,562 55,353
Intanglbls assat
Enterprise Information
Syslem 2056237 205,623 1,850,604 E17, 164

§ 2376579 % M0E13 § 2MENEE §  §TRTIT

The Infangihle aseet reprecents an Enterprise Information System that was unger
development during 2009 and 2010 (Mote 7). The sysiem was [aunched In February 2010.
All post launch cosls related to the sysiem and s angalng operalion were reflected In the
Statement of Cpefations.

Bank Overdraft
2018 2009
gﬁé‘mﬁlums ¥ Us.gliﬁ N [1313&%]
3[16399,699) 5 [BAMSZIT)

10

Stewardship Ontario
Motes to Financial Statements

December 31, 2010

6. Defermed Revanue

20 -]

Biue Bax Program
Glass Market Developmint Fund $ BEEIT 50 BEE1TS
Eftectivensss & Efficiency Fund 2.2THETT 4,818,003
‘Continuaus Improwement Fund 33,111,468 251081, 110

$ 42056382 5 30,576,138

Defemed revenue In the Slue Box Program represents UNEpent resournces that are extemally
reiricted for various programs.

Each year, the Organization 16 directed 0 hakd back 3 portion of the municlpal biue box
abligafion for the Confinuous. Improvement Fund I see Mobe 10{c) for Turther detalls
around the fund. The CIF Is manages] by extemal parties and drects the Organization to
Felesasa Tunds a5 required.

Commiments relabed bo the above defemed revenues have been explained in Mote 100

Intemally Restricted Net Aasate

2010 2008
Sustaining Furd $ 3500000 § 3,500,000
Piastic Marke! Development Fund 3,281,732 5,065,453
Enterprise Information System Fund - B77,971

$ B7EZE2 5 9445450

During 2004, the drectors recognized Mie need for 3 Sustaining Fund fo enable the
Cnganization to camy ouf Its non-prent activities and satisty all of Its coligations for a period of
ane year and thensfore Intemaly restricted 53,500,000 for this purpose.  During 2003, fne
i reafiocated $2.500.000 of this balance bo the Enterprise Information Systam Fund.
Ag 3t December 31, 2009 the drectors realiocated 52,500,000 Trom unresinictad net assats o
the Sustalring Furd to replenish the Fund.

%ﬂm directors authortzed fhe eciablishment of 3 fund In 2008 for Investment In
for plasic markeds and acivities fiar thelr develapment. An Inklal Invesiment of
52,400,000 was funded by Blue Box slewards of plasiic packaging. During 2009, the
direciars Inbemally restricied an additional 52,000,000, A further commibment was approved
by the directors of $3,000,000 per year In each of 2011 and 2012 to plasiic market
develapment. During the yvear, $1.767, 187 (2009 — $54,752) wae spent on plastics market
develapment activities. Commitments retated fo the fund are explained In Mote 10{d).

Curing 20089, as noted above, the drectors. realiocated 52,500,000 o cover e expacted
o835 of @ new Information system. Development began In September 3009, wih the kaunch

of e system in February 2010. All spending on Systam development was compieted In 2010
and ine total system devakapment cosls are now refiected In Intangible assets.

i
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Stewardship Ontario
Motes to Financial Statements

Decamber 31, 2010

—_— e

8.

Inveaimant Income

2010 2008

Interest Incame $ 1505048 5 1,409,258
Loes on sale of Invesiments [13.072) {60, 166)
1,491,576 1,349,092

Adjustment 1o falr value (400,540} 434,553
Investiment expenses [174, 546) (121,019
A3l 1 o532

diversion programs (Mote 1) Under the Blue Box and MHSW [program agreements, the
Program operatians and the program
mmmmuwmmmmmmm The total payments for
WDD EXpENsEs uring the year were §1,344, 302 (3009 - $1,108,844) |0 2010, $161,037 was
Inciuided In MHSWW Program develgpment and siart-up (2009 - Sni)

10

Commitments

{a) Glass Mariet Develapment Fund
The Slue Bax Program Plan commifted fo pay 52,501,525 fo &
Deyelopment Fund. fram contribuions from sbewards of glass. As of December 31,
2010, ihe Organizaficn has pald $2.235,508 and has fully committed the remaining
balance for giass market devalapment projects.

{b) Effectivensss & EMciency Fund [EAE Fund)
The infent of the EAE Fung was to provide support i Ontano municipaliies o help

reguce me cosl of thelr Blue Box
This InRiative was part of the Blue

B

Committes ("MIPC") agresd that
umﬂfmmmmmmmuemmmﬁ Confiruows Im|

Fund as projects were completed. A2 December 31, 2010, the E&E Fund balance Is
§2,278,577, of which It ks anticipated that approsmately 51,376,000 will be unspent and
transfermed once all approved projects are completad.

12

Stewardship Ontario
Motes to Financial Statements

December 31, 2010

10, Commitmeants [Continued)

{c) Confinuous improvement Fund [CIF)

mumemmlmmmnummmmmmuum
of muricipal Blue Box recycing and help boosl system effectivensss.
mwmmmmammmmmz&umws
muricipal furding cbilgation to suppart projects fhat will Isentfy and Impiement best

examine and fest emerging technologies, empioy Innovative solutions o
Increase Blue Bax materals marketed, and promote gains In cost-effeciveness tat can
be Implemenied province wide. Twenly percent of ihe anmual munbdpal obilgation
funded by the Organization's siewards 15 passed along to the CIF each year and any
unpald amounts are reflecied In Defemed Revenue (Mote 6)-As af December 31, 2010,
approved project funding and related commiiments for the CIF tolaied approximately
§27,200,000 of the total fund balance of 338,111,468,

{d) Plastic Market Development Fund
T} Enéropex Inc. Agreement:

In February 2010, the Organization entered Indo 3 finandial aEsstance agresment
with Entrapex Inc. (3 partnershig of Unites Inc. and 620726 Ontaro Limited) by way
of @ grant of a minimum of 51,769,603, The assistance Is iended 1o support 3
profect that would uitimately detemine whether Enfropex can succeesfully process
and market miked ngld-piastics from the Coiano residential Bue Box recyoiing
Eysiem. To dabe, appraximately 51,169,000 has besn pakd.

(N} EFS - Piasiics e Agresment:

In Febnuary 2010, the Organization along with WDO, entersd into an agreement
with EFS-Plastics Inc. ("EF3") fo assist EFS to purchase addiioral squipment far
ts Elmira film and mixed rgid plaslics processing plant fo Increase annual
processed throughput. The combined commitment by WDO and the Organization
was §1,116,750. To date, appraximately $240,000 has baen pald.

{e) Realty Lease Agreements

mmmm.mwmmam uumrrmrgm
2002, In November 2009, the entered Into an asdbonal lease
commencing March 2010 Under the terms of e agreements, the Organization is

commithed 50 pay Dasic fent piUs Operating costs over ihe next flve YESrE approdmately
as tollowes:

201 ¥ IT9END
22 2E0,700
213 283,700
204 254,200
215 235,700

13
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Stewardship Ontario
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11. Financial Instrumsant Risk Exposure and Management

Maragement has estabilshed polides and procedurss to manage nsks related fo finandal
Instruments, with the objeciive of minimizing any adverse effects on financlal perfafmance.
Unless oheraise noted, It 16 management's opinkan that the Organization |5 not exposed to
sigrificant Inserest rate, currency ar credit risks arising from It financtal Instrumenis. 4 bref
deseriptian of managements assessments of these rsis |5 as follows:

{3) General Cbjeciives, Polides and Processes:

The Baard and management are: Tor the determination-of the

rist management objeciives and policdes and designing operating processes inat ensure
the effective Implementation of the objectives and palicies: I general, the Organization
measires and moniiors sk through preparation and review of monthly rapors by
marEgement.

{b) Credit Risi

Financial Instruments polentially exposed fo credi sk Include cash, Imvesiments and
acoounts recelvaile. Management conslders Bs exposune to credt fek over cash io be
remote a5 the Onganization holds' c3sh al a major Canadlan bank.

considers Its exposune to credit sk over Investments to be remate as fhe
Crganitzation Inwests In federal or provincial government securities, sscurities backed by
amy chariered bank, or guarantzed Jvesiment cerifcates. Accounts recelvable are not

concantratsd, manitored regulany Tor collectians, and e camying amount of
acoounts recelvable represents the maximum credit risk exposure.

From time to time, materals could be the subject of an IndusTy Siewamdship Plan
(ISP}, which |5 aliowatile under the Waste Diversion Act, 2002 Successhul 1S9 may
call Inds question the Organization's ability to collect manies related o accumuiaian
materal deficlts or hose spent on plan development, shared promotion and education
and oiher common oosls.

(c) Interest Rats Risk:
The. Organization Is exposad o Inferest rae rigk from fuciuations In Inferest rabes

ilo manager and In Accordance Wi ihe '5 INVEGtmEnt . To
mmmm rate risk, mwmﬁ%Hm pu-u'c-:wngmen
Iaddered =0 that Investment matunites are staggerad over the long ferm. Although fne
overall philosoghy of the Investment fund Is fo hold securties Uil maturity, frading of

achieves slable and rellabie rabes of retum with minimal imerest rate reinvesimeant risk,
and minimal trarsaciian costs.

14
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1.

Financlal Instrument Rlsk Exposure and Management [Continued)
(g Liquidity Risc

Liquidity risk 16 the risk that the Organization will not be able o meet Itz obligabons ac
they come due.  The two programs operated by the Organizafion camy substantially
different Msks In the abillty to forecast and conbrol expenses. Management has taken
steps o ensure that the Blue Box and MHSW programs will have sifficient working
caplal avallable io meet abligations which It Is unable to cover from program revenues
I the shor berm.

1z

Caplital Managamant
The Organization defings HE capiial a5 the amounts Induded In 16 net a568tE balances.

whan net assets, the Onganization's abjechve ks fo safequand s abity fo
mﬂgﬁgmmmumMEammhi =

Capial Include capital ivested In capial and Intangible assets, Itemaly restricied net
assets, and unresticted net amscts. The Onganization bs not subject to extemally Imposed
capital requirements, but the Board has cerfain Imposed restrctons on ihe wse of i net
assets a6 Indlcated In Nate 7.

The Crganization's capiial management of the Imemailly resiricied reparve funds 15 described
In Kot T.

L8

Comparative Flgurag

The comparative amounts presented In the financlal stalements have been restated to
camfam £ the curment year's preseniation.

Subsaquent Events

The. Minister of the Environment has committed to reimbursing costs Incumed by the
Crganization In relation to plan development and start-up for the Comsolidated MHSW
mmﬂmmmu&mmﬂmmmuﬁumwmmﬂmdm
Consoldated MHSW Program. To date, the Organlzabion has submitted a claim for these
cosis. The claim in relafion o ard start-up of the Consalidated MHSW

was submitted to the Ministry of the Environment In January 2011 and fotals $9.68 millian.
Validalion efforts by the Minilsiry are ongaing and any proceeds will be recarded In ihe
Organizallon’s financlal statements when funds are recefved.

135
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	The 2010 year is being reported in two halves (Q1/Q2 and Q3/Q4) due to the launch of the CMHSW program on July 1, 2010 which triggered new collection and diversion targets for the nine Phase 1 MHSW materials. Since these target rates are substantially...
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