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Independent Auditor’s Report

To the Members of
Eco Entreprises Québec

Opinion

We have audited the financial statements of Eco Entreprises Québec (the “Organization”), which
comprise the statement of financial position as at December 31, 2025, and the statements of operations,
changes in net assets, and cash flows for the year then ended, and notes to the financial statements,
including a summary of significant accounting policies (collectively referred to as the “financial
statements”).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the Organization as at December 31, 2025, and the results of its operations and its cash flows
for the year then ended in accordance with Canadian accounting standards for not-for-profit
organizations (“ASNPQO”).

Basis for Opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards

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

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

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Canadian ASNPO, and for such internal control as management determines is necessary
to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.

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



Those charged with governance are responsible for overseeing the Organization’s financial reporting
process.

Auditor’s Responsibilities for the Audit of the Financial Statements

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

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

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

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

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

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

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

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

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

elottc (1P

March 27, 2026

1 CPA auditor, public accountancy permit No. A132478



Eco Entreprises Québec
Statement of operations

Year ended December 31, 2025
(In thousands of dollars)

Notes 2025 2024
$ $
Revenue 10
Compensation plan
Corporate contributions — Schedules 11 334,284 255,899
Extended producer responsibility
Producers’ financial participation 12 440,844 59,949
Revenue from material sales 58,673 —
Other revenue 13 8,789 8,927
842,590 324,775
Expenses
Compensation plan
Municipal compensation 8 291,291 284,120
Allowance paid to RECYC-QUEBEC 8 2,958 2,942
294,249 287,062
Extended producer responsibility
Collecting costs 269,282 14,668
Sorting costs 237,040 8,201
Material disposition 18,638 —
Material reclaiming costs 6,940 —
Other costs 2,029 —
533,929 22,869
Administrative expenses 25,195 18,315
Uncollectable contributions 18,243 1,495
Information, awareness and education campaign and
communication activities 6,701 5,205
Amortization of tangible assets 1,020 146
585,088 48,030
879,337 335,092
Deficiency of revenue over expenses (36,747) (10,317)

The accompanying notes are an integral part of the financial statements.
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Eco Entreprises Québec
Statement of changes in net assets

Year ended December 31, 2025
(In thousands of dollars)

Internally
Temporary Permanent Reserve Restricted
Notes Funds Funds Fund Funds Unrestricted Total
$ $ $ $ $ $
Balance as at January 1, 2024 31,899 13,359 — 27,196 1,586 74,040
(Deficiency) excess of revenue
over expenses (22,943) (15,662) 27,000 (6,883) 8,171 (10,317)
Allocation to Permanent Funds
(2022 Schedule) (40,127) 40,127 — — — —
Internal restriction 14 32,099 (32,099) — 5,000 (5,000) —
Balance as at December 31, 2024 928 5,725 27,000 25,313 4,757 63,723
(Deficiency) excess of revenue
over expenses (39,015) 4,804 - 822 (3,358) (36,747)
Allocation to Permanent Funds
(2023 Schedule) 4,234 (4,234) - - - -
Internal restriction 14 (24,301) 24,301 - - - -
Balance as at December 31, 2025 (58,154) 30,596 27,000 26,135 1,399 26,976

The accompanying notes are an integral part of the financial statements.
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Eco Entreprises Québec
Statement of financial position

As at December 31, 2025
(In thousands of dollars)

Notes 2025 2024
$ $
Assets
Current assets
Cash 3 66,914 3,313
Investments 3 — 224,414
Accounts receivable 4 353,255 21,312
Finished goods inventory 1,096 —
Prepaid expenses 1,120 231
422,385 249,270
Tangible assets 5 12,762 3,115
Cloud computing implementation activities 6 1,281 1,416
436,428 253,801
Liabilities
Current liabilities
Due to RECYC-QUEBEC 206,957 170,439
Accounts payable and accrued liabilities 201,239 18,245
Deferred contributions 1,256 1,394
409,452 190,078
Commitments and contingencies 15 and 16
Net assets
Temporary Funds 14 (58,154) 928
Permanent Funds 14 30,596 5,725
Reserve Fund 27,000 27,000
Internally Restricted Funds 26,135 25,313
Unrestricted 1,399 4,757
26,976 63,723
436,428 253,801

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

Approved by the Board

, Director

, Director
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Eco Entreprises Québec
Statement of cash flows

Year ended December 31, 2025
(In thousands of dollars)

2025 2024
$ $
Operating activities
Deficiency of revenue over expenses (36,747) (10,317)
Adjustments for:
Amortization of tangible assets 1,020 146
Amortization of cloud computing implementation activities 408 218
(35,319) (9,953)
Change in non-cash operating working capital items
Accounts receivable (331,943) (6,053)
Finished goods inventory (1,096) —
Prepaid expenses (889) (21)
Due to RECYC-QUEBEC 36,518 128,263
Accounts payable and accrued liabilities 182,994 13,677
Deferred contributions (138) (1,282)
Payments related to cloud computing implementation activities (273) (1,019)
(150,146) 123,612
Investing activities
Acquisition of tangible assets (10,667) (2,810)
Acquisition of investments - (309,558)
Receipt of investments 224,414 186,158
213,747 (126,210)
Net increase (decrease) in cash 63,601 (2,598)
Cash, beginning of year 3,313 5,911
Cash, end of year 66,914 3,313

The accompanying notes are an integral part of the financial statements.
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

Status and nature of activities

Eco Entreprises Québec (the “Organization”) was incorporated on April 30, 2003, pursuant to
Part III of the Companies Act (Quebec). Its main activity, in a circular economy perspective and
as a not-for-profit organization, is to represent producers subject to the Environment Quality
Act (EQA) in their financial responsibility with respect to curbside recycling. In this capacity, as
described below, the Organization acts both as recognized organization ("RO"”) under the
compensation plan as a designated management organization ("DMO"”) under modernized
curbside recycling. The Organization operates in Quebec and is exempt from income taxes.

As part of the compensation plan governed by the Regulation respecting compensation for
municipal services provided to recover and reclaim residual materials (the *Compensation
Regulation”), the Organization must develop a draft schedule (the “Schedule”) as well as its
application rules, submit it to producers, adopt it, and ensure its approval by the Government of
Québec. Finally, based on the approved Schedule, the Organization must collect the amounts
due from producers (the “contributions”) and remit these amounts to RECYC-QUEBEC.

Moreover, in 2022, the Organization was named as a DMO by RECYC-QUEBEC under the
Regulation respecting a system of selective collection of certain residual materials

(CR Regulation) such that it is responsible for developing, implementing, and financially
supporting the modernized curbside recycling system on behalf of the obligated producers under
the CR Regulation. Producers covered by the CR Regulation must join the Organization through
a membership contract (the "Membership Contract”), which includes, by reference, producers’
financial participation (“"PFP") established according to an eco-modulated PFP Schedule.

The CR Regulation took full effect on January 1, 2025. Although the Compensation Regulation
was repealed on December 31, 2024, certain obligations remain in effect during a transition
period, particularly to allow for the finalization of compensation for prior years.

Accounting policies

The financial statements have been prepared in accordance with Canadian accounting standards
for not-for-profit organizations and include the following significant accounting policies:

Revenue recognition

The Organization applies the deferral method of accounting for contributions. Under this
method, contributions restricted to expenses for future fiscal years are deferred and recognized
in the year in which the related expenses are incurred. Unrestricted contributions are recognized
as revenue when received or receivable if the amount to be received can be reasonably
estimated and if collection is reasonably assured.

Under this compensation plan, contributions from companies are determined according to the
annual Schedule approved by the Government of Quebec. Contributions charged to companies
are based on the estimated net costs to be paid to municipalities. During the year ended
December 31, 2025, the 2025 Schedule came into effect, and applicable companies that market
“containers and packaging” and “printed matters” in Quebec filed their reports based on the
quantity of materials generated for the year 2024. As at December 31, 2025, management has
also estimated contributions in accordance with the 2025 Schedule for targeted companies that
have not filed their reports. By nature, these estimates are subject to measurement
uncertainty, and any changes to these estimates in future fiscal years could require significant
changes to the financial statements.

Any changes to previous Schedules are recorded in the year the change occurs.
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

2. Accounting policies (continued)

Under the modernized curbside recycling system, the PFP is based primarily on the estimated
net costs of the curbside recycling system in accordance with the CR Regulation. The
Membership Contract and the eco-modulated PFP Schedule are approved by the Organization’s
Board of Directors. During the year ended December 31, 2025, the PFP Schedule for 2025 came
into effect. Producers who market “containers and packaging” and “printed matters” in Quebec
filed their reports based on the quantity of materials generated in 2024. As at December 31,
2025, management has also estimated PFPs in accordance with the Membership Contract for
producers who have not filed their reports. By nature, these estimates are subject to
measurement uncertainty, and any changes to these estimates in future fiscal years could
require significant changes to the financial statements.

The Organization charges interest, penalties and other administrative fees to producers who did
not fulfill their reporting and payment obligations within the prescribed deadlines. The interest
applied is that provided for in Section 28 of the Tax Administration Act and the administrative
and penalty fees are established in the rules of the Schedule in force or the Membership
Contract, as the case may be.

The Organization’s revenue from material sales comes from the sale of recyclable materials
collected through curbside recycling and sorted by sorting centres. Sales are recognized at the
time ownership of the recyclable materials is transferred to the customer.

Municipal compensation

Compensation to municipalities is recognized when there is an obligation towards municipalities
according to the Compensation Regulation. The amount of compensation is determined annually
by RECYC-QUEBEC and is based on the cost of the services provided by municipalities during a
year and related to materials or categories of materials subject to compensation, such as the
cost of collection, transportation, sorting and conditioning, and fees to compensate for the
management of these services. For the 2025 Schedule, the net costs reported for 2024 are
those that have been paid or will be paid to RECYC-QUEBEC.

Collecting and sorting costs

Collecting and sorting costs are recognized when an obligation exists towards municipal
organizations and sorting centres, in accordance with the CR Regulation. This cost is directly
linked to the contracts signed by the Organization with municipal organizations, for the
collection and transportation of recyclable materials, as well as with sorting centres, for the
sorting of these materials. For 2025, the Organization paid collecting and transportation costs to
municipal organizations based on the actual costs reported by those organizations and to sorting
centres based on the curbside recycling tonnage received.

Temporary Funds

The Temporary Funds consist of the Temporary Fund - Printed matter and the Temporary Fund
- Containers and packaging. They are related to the Schedule adjustment clause and include
amounts received above or below the estimated amount of the Schedule for the years not yet
expired. These amounts accumulate in these funds until the expiration set out in the Schedule.
They can then be redistributed to contributors or transferred to the Permanent Funds depending
on the category of materials and pursuant to the regulation.

These funds also include the Temporary Funds - PFP, which include amounts received above or
below the adjusted PFP, based on the actual costs observed during the reference period, thus
allowing a better match between the amounts received and actual expenses. These amounts are
accumulated in these funds until the expiry of a period of twenty-four months following the
deadline for reporting of the PFP involved. They can then be redistributed to contributors or
transferred to the Permanent Funds of the PFP.
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

Accounting policies (continued)
Permanent Funds

These funds, which represent the Organization’s permanent resources, include the surplus
amounts accumulated under the categories of Printed matter and Containers and packaging
after the expiration set out in the Schedule.

Reserve Fund

The Reserve Fund was created in 2022 and is related to a regulatory obligation given that the
Organization was named a DMO. As part of the CR Regulation, a DMO must create and maintain
a reserve fund through which it can assume its obligations pursuant to the regulation.

Internally Restricted Funds
The Organization has internally restricted funds for the following purposes:
- To cover operating expenses;

- To compensate for any potential underestimations of the estimated net costs used for
determining the next Schedules and to stabilize rates of the contribution tables;

- To cover for delays between the publication and collection of Schedules;
- To cover costs related to curbside recycling optimization; and

- To finance other expenses

Financial instruments
Initial measurement

Financial assets and liabilities originated or exchanged in arm’s length transactions are initially
recognized at fair value when the Organization becomes a party to the contractual provisions of
the financial instrument. Financial instruments originated or exchanged in related party
transactions are initially recognized at cost.

The cost of a financial instrument in a related party transaction depends on whether the
instrument has repayment terms. The cost of financial instruments with repayment terms is
determined using undiscounted cash flows, excluding interest payments, less any impairment
losses previously recognized by the transferor. The cost of financial instruments without
repayment terms is determined using the consideration transferred or received by the
Organization as part of the transaction.

Subsequent measurement

All financial instruments are measured at amortized cost, except for investments, which are
measured at fair value.

Fluctuations in fair value, which include interest earned, interest accrued, realized gains and
losses on disposal and unrealized gains and losses, are included in other income.
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

Accounting policies (continued)
Financial instruments (continued)
Transaction costs

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

Impairment

The Organization recognizes an impairment loss, if any, when there are indicators of impairment
and when it determines that a significant adverse change has occurred during the period in the
expected timing or amount of future cash flows. When the impairment of a previously written-
down asset decreases and the decrease can be related to an event occurring after the
impairment was recognized, the previously recognized impairment loss shall be reversed in the
statement of operations in the period the reversal occurs.

Finished goods inventory

The finished goods inventory consists of recyclable materials sorted by sorting centres and is
valued at the lower of cost and net realizable value. Net realizable value represents the
estimated selling price in the ordinary course of business, less costs to sell and transportation
costs. Cost is determined using the average cost method. Any impairment of inventory to bring
it to net realizable value is recognized as an expense in the period. If the net realizable value
subsequently increases, the previously recognized impairment is reversed and recognized as a
write-down in inventory expensed in cost of sales during the period in which the reversal occurs.

Tangible assets

Tangible assets are recorded at cost. Amortization is calculated over their useful lives as
follows:

Computer equipment Straight-line 3 years
Office furniture Straight-line 3 years
Collection equipment and containers Straight-line 10 years
Leasehold improvements Straight-line  Term of the lease

Cloud computing implementation activities

The capitalized implementation costs of software service arrangements are amortized over the
expected period of use of the software by the Organization, which is five years.

Write-downs of tangible assets

When conditions indicate that a tangible asset is impaired, the net carrying amount is written
down to the asset’s fair value or replacement cost. The write-downs of tangible assets are
accounted for as expenses in the statement of operations. A write-down shall not be reversed.
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

Accounting policies (continued)
Use of estimates

The preparation of financial statements in accordance with Canadian accounting standards for
not-for-profit organizations requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosures of contingent assets and
liabilities at the dates of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Key components of the financial statements requiring
management to make estimates include accounts receivable and the provision for uncollectable
contributions, as well as accrued liabilities, and revenue from corporate contributions under the
compensation plan and producers’ financial participation under extended producer responsibility.
Actual results could differ from these estimates.

Cash and investments

During the year, the Organization switched banking institution in an effort to optimize its
financial services and cash management.

The investments held as at December 31, 2024, consisting of term deposits, were redeemed
and transferred to bank accounts at the new financial institution. As at December 31, 2025,
cash is held in high-yield bank accounts bearing interest at rates ranging from 2.55% to 3.75%.

Accounts receivable

2025 2024
$ $
PFP for 2025 22,308 -
Special PFP for 2023 and 2024 198 3,084
Corporate contributions - 2025 Schedule 327,145 —
Corporate contributions — 2024 Schedule and previous
Schedules 24,193 31,455
Accounts receivable - material sales 5,849 -
Provision for uncollectable contributions (32,716) (15,493)
Other 6,278 2,266
353,255 21,312
Tangible assets
2025 2024
Accumulated Net carrying Net carrying
Cost amortization amount amount
$ $ $ $
Computer equipment,
office furniture and
leasehold improvements 3,355 2,546 809 872
Collection equipment and
containers 12,785 832 11,953 2,243
16,140 3,378 12,762 3,115
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Eco Entreprises Québec

Notes to the financial statements
December 31, 2025

(In thousands of dollars for tables only)

Cloud computing implementation activities

2025 2024
$ $
Cost — computerized reporting, other software
and web site 3,918 3,645
Accumulated amortization (2,637) (2,229)
Net carrying amount 1,281 1,416

The amortization expense for the year in the amount of $408,284 ($217,879 in 2024) is
presented in administrative expenses in the statement of operations.

Bank loan

Since June 2025, the Organization has had a new line of credit with an authorized amount of
$80,000,000 bearing interest at the prime rate (4.45% as at December 31, 2025). This line of
credit is secured by a first priority security interest over the universality of the Organization’s
assets. The Organization had not used the line of credit as at December 31, 2025.

The $850,000 line of credit held and not used by the Organization as at December 31, 2024,
was terminated in May 2025 without penalty.

Due to RECYC-QUEBEC

For each period concerned, under the terms of the certification delivered initially in June 2005
by RECYC-QUEBEC and renewed in February 2012, December 2016, December 2020 and
December 2024 (for 2025 to 2027), and pursuant to the Environment Quality Act (EQA), the
Organization must deposit the amount due to municipalities in trust for subsequent payment to
RECYC-QUEBEC.

The amount payable to RECYC—QUEBEC includes the compensation to municipalities and the
allowance to RECYC-QUEBEC for the 2025 Schedule (for the 2024 Schedule in 2024). As at
December 31, 2025, the balance owed was $203,998,720 for the compensation to
municipalities ($170,439,318 as at December 31, 2024) and $2,957,807 for the allowance (nil
as of December 31, 2024).

Accounts payable and accrued liabilities

2025 2024

$ $

Trade accounts payable and accrued liabilities 198,400 16,292
Salaries, bonuses, benefits and vacations 2,839 1,953
201,239 18,245
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

10.

11.

12,

13.

Financial harmonization of the systems

The CR Regulation provides for financial harmonization between the curbside recycling system
and the deposit-return system. No agreement was reached between the two parties for 2025.
Consequently, no receivables have been recorded in the financial statements. However, an
arbitrator will determine the amount to be paid by the designated management organization
responsible for the deposit-return system to the Organization for 2025 and subsequent years, in

accordance with the CR Regulation.

Corporate contributions - Schedules

The contributions from companies for each Schedule year are as follows:

2025 Schedule
2024 Schedule
2023 Schedule
Previous Schedules

Producers’ financial participation

PFP per reporting year is as follows:

PFP for 2025
Special PFP for 2024
Special PFP for 2023

Other revenue

Interest, penalties and administrative fees on
corporate contributions

Investments

Other

2025 2024

$ $
327,145 —
1,389 252,306
949 1,605
4,801 1,988
334,284 255,899
2025 2024

$ $
440,645 —
98 15,106

101 44,843
440,844 59,949
2025 2024

$ $

2,436 2,104
6,339 6,602
14 221
8,789 8,927
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

14.

Funds and restrictions

The table below presents the Temporary and Permanent Funds in the categories of Printed
matter and Containers and packaging under the Compensation plan and the PFP linked to the

extended producer responsibility.

Temporary Permanent
Funds Funds
Containers Containers
Printed and Printed and
matter packaging PFP matter packaging
$ $ $ $ $
Balance per category as at
January 1, 2024 31,899 13,359
(Deficiency) excess of
revenue over expenses
for the year (4,012) (20,493) 1,562 (1,276) (14,386)
Allocation to Permanent
Funds (2022 Schedules) (6,836) (33,291) 6,836 33,291
Internal restriction 32,099 (32,099)
Balance per category as at
December 31, 2024 (634) — 1,562 (1,814) 7,539
Total as at December 31,
2024 928 5,725
Excess (deficiency) excess
of revenue over
expenses for the year 2,862 17,593 (59,470) (391) 5,195
Allocation to Permanent
Funds (2023 Schedule) (2,474) 6,708 - 2,474 (6,708)
Internal restriction - (24,301) - - 24,301
Balance per category as at
December 31, 2025 (246) - (57,908) 269 30,327
Total as at December 31,
2025 (58,154) 30,596

In 2024, the Organization made a temporary internal restriction from the Permanent Fund -
Containers and packaging for an amount of $32,099,000 to the Temporary Funds - Containers
and packaging. During the year, the Organization reversed a portion of a temporary internal
restriction made in 2024 from the Permanent Funds - Containers and packaging for an amount
of $24,301,000 to the Temporary Funds - Containers and packaging.

In 2024, the Organization assigned an internal restriction of $5,000,000 to the internally

restricted funds (nil in 2025).
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

15. Commitments

The Organization’s commitments under operating leases, contracts relating to the sorting of
residual materials from curbside recycling, commitments with municipal organizations and other
contractual commitments are presented below.

a) Operating leases

The Organization’s commitments under office space and equipment leases total $2,365,842
and expire in October 2033.

Payments over the next eight years under these contractual obligations are as follows:

$

2026 284
2027 288
2028 299
2029 309
2030 309
2031 and thereafter 877
2,366

These operating leases notably include a ten-year lease for office space that expires in
October 2033, which has additional building rental fees based on a percentage of the
increase in property taxes and certain operating costs.

b) Contracts relating to the sorting of residual materials from curbside recycling

In connection with its responsibilities as a DMO under the new CR Regulation, the
Organization made commitments estimated at $1,537,677,875 in 2025 under contracts
relating to the sorting of residual materials from curbside recycling. These commitments
are based on assumptions related to the consumer price index and curbside recycling
volumes over the next few years. Consequently, they constitute an estimate based on the
best knowledge available to date. The estimated payments over the next thirteen years
under these contractual obligations are as follows:

$

2026 238,981
2027 239,933
2028 242,161
2029 246,444
2030 118,485
2031 and thereafter 451,674
1,537,678
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Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

15. Commitments (continued)

)

d)

Commitment with municipal organizations

In addition, as part of its new responsibilities, the Organization signhs commitments with
municipal organizations. The estimated commitments made by the Organization for the
next six years total $1,180,475,685. These commitments are based on assumptions,
particularly related to the consumer price index, the number of occupancy units, and the
renewal of collection and transportation contracts by municipal organizations over the next
few years. Consequently, they constitute an estimate based on the best knowledge
available to date. The estimated payments over the next four years under these contractual
obligations are as follows:

$

2026 268,847
2027 274,223
2028 279,708
2029 285,302
2030 71,407
2031 989
1,180,476

Other contracts

The Organization has committed to pay $58,107,598 under contractual agreements. This
amount includes payments over the following years:

$

2026 30,722
2027 14,617
2028 6,625
2029 6,143
58,107

16. Contingencies

a)

b)

In previous years, a lawsuit was initiated by a group of companies contesting in particular
the validity of the decrees issued under the Compensation Regulation and the PFP adopted
under the CR Regulation for the years 2010 through 2025 concerning the “printed matter”
category. During fiscal year 2025, the Superior Court of Québec ruled partially in favor of
the plaintiffs. The defendants appealed the ruling to the Court of Appeal. Currently, it is
impossible to evaluate the likelihood of the defendants’ appeal succeeding as well as the
amount, the Organization would have to pay. Consequently, no provision was recorded in
the financial statements.

Over the past years, the Organization initiated a lawsuit against three companies for
approximately $30.3 million plus interest and other expenses related to the Schedule for
2015-2025 contributions. In return, the companies contest whether they are subject to
certain provisions of the EQA and the Compensation Regulation. Currently, it is impossible
to evaluate the likelihood of the motion’s admissibility. Consequently, no provision was
recorded in the financial statements.

Page 16



Eco Entreprises Québec
Notes to the financial statements

December 31, 2025
(In thousands of dollars for tables only)

17.

18.

Financial instruments
Risk management

The Organization is exposed to exchange rate and commodity index risk, interest rate risk,
credit risk, and liquidity risk related to its financial assets and liabilities. Generally, the
Organization’s management is responsible for establishing and obtaining approval for its risk
management policies. Management performs continuous risk assessments to ensure all inherent
significant risks to the Organization and its operations are reviewed and assessed to reflect
market conditions and operations. During the year, there have been no significant changes to
the Organization’s risk management policies.

Exchange rate and commodity index risk

Exchange rate and commodity index risk refers to the volatility of the Organization’s revenue
from sales of recyclable materials. Since a portion of this revenue is linked to commodity indices
denominated in U.S. dollars, the Organization is exposed to exchange rate risk and price
fluctuations in commodity markets. Fluctuations in these indices’ prices and in the exchange
rate between the Canadian dollar and the U.S. dollar can lead to volatility in the Organization’s
revenue and margins.

Management monitors these markets and the exchange rate regularly. When deemed
appropriate, management may implement risk management strategies to mitigate the impacts
of that volatility on financial results.

Interest rate risk

Interest rate risk is the risk that the fair value of the future cash flows of a financial instrument
fluctuates due to market changes in interest rates. The Organization manages its investments
based on its cash flow requirements and on realizing optimal interest income. The Organization
is exposed to interest rate risk through its cash and investments.

Credit risk

Credit risk is the risk that one party to a financial instrument fails to satisfy an obligation, which
causes a financial loss to another party. The Organization is exposed to credit risk through its
accounts receivable should there be default from one of the companies. The Organization
monitors and assesses credit risk regularly. The Organization has established a provision for
uncollectable contributions in order to cover bad debt. The credit concentration of receivables is
rather limited because of the wide range and number of companies.

The Organization is also exposed to credit risk related to cash and investments. The
Organization minimizes its credit risk related to cash and investments by making deposits solely
with reputable financial institutions.

Liquidity risk

Liquidity risk is the risk that the Organization will not be able to meet its financial obligations as
they fall due. The Organization monitors its cash balances and cash flows generated from
operations to meet its requirements. As at December 31, 2025, liquidity risk arises from the
amount due to RECYC-QUEBEC and accounts payable and accrued liabilities.

Comparative figures

Certain comparative figures have been reclassified to conform with changes in the presentation
of the current year.
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