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Executive Summary
Drastic decrease in the selling price of materials

Since the beginning of 2025, the selling prices of several materials have plummeted, increasing
economic pressure on the curbside recycling system.

Operating costs kept under control despite a difficult environment

Despite inflation and a significant drop in revenues from the resale of materials, EEQ kept the
system's net costs stable. This rigorous approach was made possible by measures such as contract
consolidation, performance monitoring of sorting centers, and operational optimization.

Controlled increase of producer financial participation despite market fluctuations

Producer financial participation increases by an average of 6%. However, it varies depending on
the materials used in the containers, packaging, and printed matter marketed by each producer. For
example, HDPE plastics are particularly affected by the drop in resale prices. Conversely, glass
shows a slight decrease in its rate. The cost of financial participation depends directly on the
materials that each producer puts on the market.

Fewer recyclable quantities, but costs to be distributed

The decline in reported volumes, linked in particular to the expansion of the deposit system and the
end of Publisac, has led to an increase in unit costs. Fewer quantities mean that fixed costs must
be distributed over a smaller tonnage.

The decline in commodity prices creates a boomerang effect for producers
Paradoxically, a material that is less expensive for a company to purchase can actually increase its
costs if its resale value on the commodity markets falls. This is why it is important to keep in mind
that a low purchase price does not always translate into savings across the board.

Increased support for businesses

More than 700 producers, the majority of which are small businesses, will benefit from a 12% to
26% reduction in their bills thanks to a revision of the method used to calculate fixed rates. This
measure will ease financial pressure.

Support measures underway

Several measures are currently being discussed between EEQ and the government, in particular to

allow for the deferral of payments for the 2025 Schedule of Contributions in order to ease the
pressure of the transition between the two financing regimes.
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Expanding the member producer base

EEQ is working to expand its member producer base by actively identifying new producers,
particularly in international e-commerce, food service, real estate, delivery, and food processing.

Last year of transition between the compensation plan and EPR

2026 will be the last year of overlap between the compensation plan and the PFP under the new
EPR system.

A year of rigorous cost management despite a turbulent economic climate,
uninterrupted service for citizens, and a direct contribution to the circular economy

For more information, please see the summary below, which details the context surrounding the
development of the 2026 producer financial participation fee schedule and policy updates.
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1. Introduction

As part of the modernization of Québec’s curbside recycling system, the Government of Québec
published a new regulation in 2022. The Regulation respecting a system of selective collection of
certain residual materials (the “Regulation”) requires producers who put containers, packaging and
printed matter (“CP&P”) on Québec’s market (either to market their products or as first suppliers) to
develop, implement and financially support the curbside recycling system under an Extended
Producer Responsibility (“EPR”) framework.

Through Eco Entreprises Québec (“EEQ”), this framework places producers at the centre of the
curbside recycling system. They are collectively responsible for managing materials across the
entire value chain, up to and including their recovery, in collaboration with other producers within a
single, unified system.

The Regulation also requires each producer to contribute the necessary financial amounts to fund
the system and to provide EEQ with the documentation and information needed for it to fulfill its
designated responsibilities and obligations.

2. Financial Transition

For nearly 20 years, the former compensation plan reimbursed municipalities for the previous year’s
curbside recycling costs. Under the Extended Producer Responsibility (EPR) framework, the system
is now financed directly by EEQ in real time.

This summer, producers submitted a report for the containers, packaging and printed matter (CP&P)
they put on the market in 2024. These reported quantities were used to calculate the contribution
under the 2025 Schedule of Contributions (the “Schedule”), the final schedule published by the
Government of Québec under the former compensation plan, to cover municipal costs for the 2024
calendar year. The same quantities were also used to determine the rates for the 2026 Producers’
Financial Participation (the “PFP”), which will fund the system’s costs for 2026.

The publication of the 2025 Schedule marks the end of the compensation plan. It is therefore the
last year in which two years of funding overlap. To help producers navigate this transition, EEQ has
been in discussions with the Government of Québec for several months regarding a possible
deferral of payments for the 2025 Schedule invoices.

3. Invoicing of the 2025 Schedule and Regulatory
Amendments

In light of ongoing discussions with the Government of Québec, EEQ has decided not to issue the
invoices for the 2025 Schedule following the submission of producer’s reports this summer. As these
discussions are still underway at the time of writing, no invoices have yet been generated. However,
producers can view the amount of their contribution directly in the reporting portal. EEQ also decided
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to postpone invoicing until sufficient information had been received from RECYC-QUEBEC
regarding the 2024 municipal net costs.

EEQ will communicate with producers as soon as the Government of Québec confirms the proposed
payment terms for the 2025 Schedule.

It should also be noted that EEQ has been working with industry associations to submit coordinated
proposals for regulatory amendments to the Government of Québec. Discussions on these
proposed changes are still ongoing. The suggested amendments primarily concern the review of
the implementation timeline, the effective date of the expansion of service to institutions, commerce
and industries (IC&l), and the related performance targets.

4. EEQ Engaged with Producers

In response to producers’ concerns about the rising costs of curbside recycling in 2025, EEQ has
implemented several mitigation measures. These include the suspension of interest charges for the
payment of the 2025 PFP, which was due on January 31, 2025, and the possibility of establishing
payment arrangements for producers facing financial hardship. Producers may still contact the
Producer Services team to arrange such an agreement. As mentioned above, additional measures
are still being discussed with the Government of Québec.

EEQ has also introduced monthly interactive Q&A sessions to share information and encourage
open dialogue. Various speakers are invited to join these sessions and engage directly with
producers. The session content is available online under the Q&A sessions on the cost of the
curbside recycling system section of EEQ’s website.

EEQ also publishes a summary of questions and answers from these sessions on its website for
the benefit of all producers.

5. Development of the Rate Schedule — 2026 PFP

The rate schedule for the 2026 PFP is based on the same fee formula used under the previous
Schedules of Contributions. This formula allocates the net operating costs of the curbside recycling
system among the different materials based on four key inputs:

Their recovery rate

Their processing cost across the value chain
Their resale value on end markets

The reported quantities

vV V V V
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For 2026, EEQ estimates that the total financial participation required from producers will reach
$483.4 million, representing a 6% increase compared to 2025.

2025 PFP 2026 PFP ‘
Year compensated / financed 2025 2026
Net system costs $420.9M $444.4M
Fees and fund management $36.7M $39.0M

Total amount to be financed $457.6M $483.4M

Variation 6%

5.1. Explanation of Variances Between 2025 and 2026

Several factors (both upward and downward) contribute to the difference observed between 2025
and 2026:

1 Higher collection and sorting costs, mainly due to new collection contracts that came into
effect during 2025 and inflation. Collection and sorting costs together account for 88% of the
system’s costs.

1 Increased recovery and disposal costs, primarily related to the treatment of problematic
materials. EEQ is actively developing local recovery solutions for these materials, particularly
for flexible plastics.

1 Falling market prices for materials, a trend that continued through 2025 with uncertain
projections for 2026. Market volatility, driven by trade tensions, has led to lower resale prices
and tighter international outlets, combined with an oversupply in the face of declining
demand.

| Implementation of a dedicated commercialization and materials recovery team,
established to meet new EPR regulatory requirements. As EEQ progressively takes over
direct commercialization from third parties, revenue optimization from material sales is
expected to improve, thereby reducing the system’s net costs.

| Use of special transition funds, as authorized by EEQ’s Board of Directors, to help mitigate
the impact of these cost variations and support the transition between the two regimes.

It is important to note that since producers assumed responsibility for the system, EEQ has
implemented several action levers to enhance sorting-center performance and ensure strict cost
control.

5.2. Reported Quantities Used for Invoicing

EEQ recorded a 4.7% decrease in reported quantities between the 2023 reference year (2025 PFP)
and the 2024 reference year (2026 PFP).
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2025 PFP 2026 PFP
Reference year 2023 2024
Reported quantities 614,951 t 586,312 t
Variation -4. %

5.2.1. Impact of the Expanded Deposit System on Reported Quantities

The modernization of Québec’s deposit system has had a significant impact on the quantities
reported to EEQ. The expansion of the system now applies to beverage containers from 100 ml to
2 L, including:

> Aluminum containers (Phase 1 — November 2023)

> Plastic bottles (Phase 2 — March 2025)

A third phase, planned for March 2027, will extend the deposit system to glass containers as well
as multi-layer (gable-top and aseptic) cartons.

Aluminum containers (Phase 1)

As anticipated last year, reported quantities of aluminum containers have declined sharply since the
deposit system expansion in November 2023. Between the 2025 PFP (reference year 2023) and
the 2026 PFP, a decrease of more than 30% was observed in the aluminum containers collected
through curbside recycling.

Plastic bottles (Phase 2)

Reported quantities of plastic bottles (PET and HDPE) under the curbside recycling system have
also declined significantly, as these containers are now included in the deposit system. Overall, PET
bottle volumes have decreased by more than 50% since the implementation of this second phase.

Glass and multi-layer containers (Phase 3)

A similar trend is expected under the PFP 2027 with the implementation of Phase 3 of the expansion
of the deposit system on March 1, 2027. This phase will include wine, cider, and spirits bottles, as
well as all ready-to-drink beverage containers made of multi-layer cartons. This expansion will result
in a reduction of approximately 60% in the quantities of glass reported and more than 65% in multi-
layer containers, which will increase unit rates and further concentrate financial responsibility over
a smaller volume of materials (see section 5.2.3 for details).

5.2.2. Decrease in Printed Matter

The discontinuation of the Publisac and the consolidation of flyers within the Raddar publication
have led to a 30% reduction in printed matter quantities. This decrease is compounded by the
reduced circulation of newspapers and magazines.
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5.2.3. Distribution of Costs Among Material Categories

The reduction in printed matter and in materials newly covered by the expanded deposit system has
created an unfavourable redistribution effect on other material categories, as system costs must
now be spread over a smaller total tonnage.

For example, steel containers accounted for 1.8% of total costs under the 2025 PFP, compared to
2.8% in 2026 and an estimated 3.1% in 2027. This represents a 72% relative increase over two
years, directly reflected in unit rates.

Distribution of PFP by Material Category

Material category 2025 PFP 2026 PFP 2027 PFP

(est)
Plastics 37.1% 39.9% 44.8%
Paperboard 32.3% 32.2% 34.6%
Glass 17.4% 16.1% 7.8%
Printed matter 9.3% 6.8% 7.3%
Steel 1.8% 2.8% 3.1%
Newspapers 1.8% 1.5% 1.6%
Aluminum 0.4% 0.6% 0.7%
Total ‘ 100.0% 100.0% 100.0%

In summary, the gradual expansion of the deposit system has led to a steady decline in the quantities
reported to EEQ, which in turn exerts upward pressure on unit rates through 2027.

5.3. Changes in the calculation of Fixed Rates

To limit the impact of successive increases on small producers, the fixed-rate calculation formula
has been adjusted. This mathematical adjustment acts as a mitigation measure to reduce cost
increases for small producers. The revised approach results in variations across segments, ranging
from -11.9% to -25.5%. The total financial participation of producers eligible for fixed rates amounts
to approximately $3 million.

This mitigation measure reflects EEQ’s commitment to easing the financial burden on smaller
producers, with more than 700 EEQ members expected to benefit from this change.
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2026 Fixed Rate Schedule

Eligibility Criteria 2025 Fixed Rate 2026 Fixed Rate Variation
>1tand<2,5t $1,920 $1,430 -25.5%
>25tand <5t $3,870 $3,070 -20.7%
>5tand <10t $7,730 $6,150 -20.4%
>10tand <15t $11,620 $10,240 -11.9%

For more information on the Small Producers’ Policy, please refer to the Contractual Structure
section in EEQ’s reporting portal.

5.4. Variation in 2026 Unit Rates

The main highlights of the 2026 PFP fee schedule are presented below. The variations observed
reflect a combination of market conditions for recyclable materials, declining reported volumes, and
the ongoing modernization of the collection and sorting system. The complete fee schedule is
provided in the following section.

5.4.1. Printed Matter

Unit rates for printed matter show a moderate increase, ranging from +4.7% to +6.5%. This growth
is mainly driven by the decline in the volume of inserts and flyers, combined with adjustments to
certain economic inputs. The significant reduction in reported quantities, as explained above,
increases the unit cost applied to the remaining materials.

5.4.2. Paperboard

Increases for this category range between +4.2% and +9.6%, primarily reflecting higher net system
costs. Despite these increases, this category remains relatively stable due to strong and consistent
demand for recycled fiber in the marketplace.

5.4.3. Plastics

Plastic materials are experiencing more pronounced increases, particularly HDPE bottles and
containers (+109%) and PET bottles (+19%). These increases are explained by the sharp decline
in international resale revenues for plastic materials, combined with lower reported quantities due
to the expansion of the deposit system.

HDPE prices, in particular, have reached a historic low driven by weak demand, export surpluses

resulting from trade barriers, and a saturated North American market unable to absorb available
volumes.

10
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Other plastics, including polypropylene (+45%), PVC (+17%), polystyrene (+17%), and other
polymers (+19%), are also affected by the combined impact of unfavourable market conditions.

5.4.4. Aluminum

Unit rates for aluminum food and beverage containers have risen by +70.4%. This sharp increase
stems from reduced resale revenues for non-deposit aluminum containers. Despite this significant
variation, aluminum remains one of the least costly materials in the system, with a unit rate still well
below the overall average.

5.4.5. Steel

Rates for steel containers and packaging have increased by +60.5%. This result reflects both a
contraction in market revenues and higher net costs. Steel remains a strategic material, with one of
the lowest unit rates due to its stable volumes and continued resale value, despite recent market
contraction.

5.4.6. Glass

Clear and coloured glass show a slight decrease in unit rates (approximately -3.6%). This decrease
reflects operational stability at sorting facilities and more consistent recovery agreements. However,
this balance remains temporary, as Phase 3 of the deposit system, scheduled for 2027, will remove
a significant portion of glass from the curbside recycling system.

5.4.7. Newspapers

Newspapers show a moderate increase of +6%, attributed to ongoing volume decline and overall
higher system costs. While the material remains relatively stable in market value, its share within
the system continues to decrease, exerting slight upward pressure on its unit rate.

5.4.8. In summary

In conclusion, the 2026 PFP fee schedule reflects the necessary adjustments resulting from
declining resale revenues and reduced reported volumes, further amplified by the expansion of the
deposit system. Combined, these factors explain most of the variations observed across material
categories.

5.5. Impact on Producer Invoicing (2026 PFP vs 2025 PFP)

While the overall growth of the PFP remains relatively contained, the impact on individual producer
invoices will vary. According to EEQ’s estimates, 13% of members will see their financial
participation decrease by more than 20%, 19% will experience a decrease between 0% and 20%,
while 29% will see an increase between 0% and 10%, 13% between 10% and 20%, and 26% will
experience an increase of more than 20%.

11
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Impact on Producer Invoicing
(2026 PFP vs 2025 PFP)

Dec. over 20%
13%

Inc. over 20%
26%

Marked increase of
reported quantities

19%

Inc. between 10% and 20%
13%

Inc. between 0% and 10%
29%

Stable reported quantities

Marked decrease of
reported quantities

Dec. between 0% and 20%

These variations are explained by a combination of three factors: the change in reported quantities,
the type of materials reported, and the unit rate associated with each material. In general, the largest
increases in participation are observed among producers that reported higher quantities than in the
previous year. Some increases are instead linked to rate effects specific to certain materials. The
choice of materials put on the market, particularly those associated with higher rate increases,

therefore has a direct impact on each producer’s final invoice.

For example, producers in the chemical products sector (cleaning agents, laundry detergents, etc.)
are particularly affected by higher unit rates due to their concentration of plastic materials, notably
HDPE. Manufacturers of food and consumer goods, whose material mix, and volumes remain
relatively stable, are also seeing increases related to higher net system costs. Conversely, retailers
in the food sector are generally less affected, largely due to the significant decline in printed matter

volumes (flyers) observed this year.

Estimated 2026 PFP Variation by Sector:

Retailers and distributors: -0,8%'’

Durable goods manufacturers: +3.9%

Food and consumer goods manufacturers: +11.1%
General, services and others: +12.4%

V V V V

' Variation primarily driven by a substantial reduction in reported flyer volumes.
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6. 2026 PFP Fee Schedule

Class of

Material

Materials

2025 PFP

2026 PFP

Variation

materials Category ($/t) ($/t)
Printed Matter | Printed Newsprint inserts and circulars 468.26 490.32 +4.7%
Matter Catalogues and publications
Magazines
Telephone books 691.93 73712 +6.5%
Paper for general use
Other Printed Matter
Containers Paperboard | Corrugated cardboard
and Packaging Kraft paper shopping bags 501.87 539.67 +7.5%
Kraft paper packaging
Boxboard and other paper packaging 672.64 712.91 +6.0%
Alternative fibers
Gable-top containers 787.32 820.34 +4.2%
Paper laminates 1,094.49 1,199.99 +9.6%
Aseptic containers 940.42 994.14 +5.7%
Cork and wood o
Reusable natural fiber bags 1:434.72 1Y +9.5%
Plastics Polyethylepe terephthalate (PET) bottles 844 41 1,006.09 +19.1%
PET containers
High-densjty polyethylene (HDPE) bottles 450.47 94031 | +108.7%
and containers < 5.
Plastic laminates 1,640.99 1,798.11 +9.6%
Plastic HDPE and Low-density polyethylene
(LDPE) films 1,715.83 1,781.92 +3.9%
HDPE, LDPE plastic shopping bags
Expanded Polystyrene — food packaging
Expanded Polystyrene — cushioning
packaging
Non expanded Polystyrene o
Polyvinyl chioride (PVC) 2,904.76 3,391.42 +16.8%
Polylactic acid (PLA) and other degradable
plastics
Reusable synthetic fiber bags
Polypropylene (PP) 826.02 1,194.26 +44.6%
Other plastics, polymers and polyurethane 1,065.41 1,263.10 +18.6%
Aluminum Food and beverages aluminum containers
Other aluminum Containers and Packaging 260.87 444.57 +70.4%
Aluminum aerosol containers
Steel Steel aerosol con_talners 414.88 665.80 +60.5%
Other steel containers
Glass Clear glass 581.02 559.78 -3.7%
Coloured glass 581.83 561.12 -3.6%
Ceramic and porcelain 1,319.75 1,413.93 +7.1%
Newspapers Newspapers | Newspapers 465.12 492.69 +5.9%

13
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7. Update on Policies and General Terms

7.1. Substantial Modifications

A new measure was introduced prior to the 2025 reporting period to address the two-year gap
between the year materials are put on the market and the year they are financed.

This measure allows producers, under certain conditions (minimum volume, compliance
requirements, administrative fees, etc.), to request a voluntary adjustment to their reported data in
cases of product line discontinuation. This process is managed outside the regular reporting cycle.

Several challenges have been identified, revealing a gap between the current measures and
producers’ actual needs. A review of the terms and conditions is underway to better align with
expectations and ensure fairer and more effective application.

Recommendations for a revised, more equitable and efficient approach will be presented to
producers prior to the next reporting period, scheduled for April 1, 2026.

7.2. Termination Conditions

To align producer obligations with the new substantial modification measure and its potential
evolution, EEQ will review the terms and conditions related to membership termination, including in
cases of business closure, merger, or bankruptcy.

The revised terms will be announced ahead of the 2026 reporting period, applicable to the 2027
Producers’ Financial Participation (PFP).

7.3. Bonus, Malus and Recycled Content Credit

Ecomodulation measures applied to materials put on the market in 2024 and reported under the
2025 Schedule of Contributions have been suspended for the 2026 PFP. This decision prevents
rewarding or penalizing the same materials twice, since the same quantities are used both for
invoicing under the 2025 Schedule and for the 2026 PFP.
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