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2025: Implementing EPR

The year 2025 marked a turning point for curbside recycling in
Québec. As the first year of operation comes to an end, this

2025 Review on the Modernized Curbside Recycling System
describes the actions implemented by EEQ to ensure the efficient

rollout of EPR and support a smooth transition across the system. Municipal organizations /

The performance indicators in this report will serve as points of ndigenous communities

reference for the coming years, enabling the measurement of I \
changes in the system and the quantification of progress while

shining a light on actions to deploy to meet the performance

objectives set out in regulations. $

PRODUCERS
REPRESENTED BY

Eco
Entreprises
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Manager of the Curbside A
Collection System oot

Sorting
centre

In October 2022 Eco Entreprises Québec (EEQ) was named as

a producer responsibility organization (PRO) for the modernized
curbside recycling system. As a PRO, EEQ represents producers that
are obligated under EPR and manages key stages of the curbside
recycling value chain. This leadership role involves hands-on
management in conjunction with all operational partners under
agreement with EEQ. It also comes with the responsibility to ensure

Packagers /

that all actions are consistent with applicable regulations. Recyclers

A New System

Adopted in 2022, the Regulation Respecting a System of Selective Collection of Certain Residual Materials introduced a new system
based on extended producer responsibility (EPR) for containers, packaging, and printed paper in Québec beginning on January 1, 2025.
The reform transfers the responsibility for developing, implementing, and funding Québec’s curbside recycling system to the producers
of these materials. It also aims to standardize how the system is managed across Québec, improve its efficiency, and track results in a
transparent and measurable manner.
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2.1 Producers

Central Actors in the Modernized
Curbside Recycling System

A New Structure

The modernization of curbside recycling in Québec is based on
the concept of EPR, under which producers are fully responsible
for the containers, packaging, and printed paper that they put on
the market, from design to second life, with a view to fostering a
circular economy.

In 2023, to support the transition toward EPR, EEQ implemented

a new contractual structure setting out members’ obligations

and responsibilities. Membership in EEQ involves signing a
membership agreement in which the producer gives EEQ the
mandate to assume all regulatory obligations under the applicable
curbside recycling framework on the producer’s behalf.

To remain in good standing, a member must therefore adhere to all
its contractual and regulatory obligations, including by submitting
complete and compliant reports, making required contributions
on time, and cooperating with auditing and validation processes.

On December 31,2025, EEQ had 2,800 member producers,
making it the EPR organization with the most members in Canada.

609,000 Tonnes Reported
by Producers in 2025

As set out in the contractual structure, producers must report to
EEQ annually on the targeted materials that were introduced into
the market for Québec consumers over the previous year. These
reports allow EEQ to estimate the amount of material that will
transit through the system over the next year so that it can
prepare its financial framework and fee structure for producer
financial participation (PFP) and calculate its performance
indicators.

This estimate is based on the weights reported by producers

in summer 2025 for materials put on the market in 2024

and has been adjusted to account for more than 700 fixed-fee
producers who are not required to report detailed tonnages of the
containers, packaging, and printed paper they put on the market,
as well as exempt producers, and those who have not yet
submitted their declarations. In total, EEQ estimates that
approximately 609,000 tonnes of materials was put on the
market in 2025 for Québec consumers.

Producers - Central Actors in the Modernized Curbside Recycling System
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More Frequent and Ample Communication

In 2025, EEQ increased the frequency of its communications to - A session to update the 2026 and 2027 financial forecasts
producers, aiming to better explain the impacts of EPR. With a focus in fall 2025, which was attended by around 100 financial

on transparency and guidance, this new approach aimed to simplify executives.

messaging with the help of new tools and communication channels - Several individual meetings with producers of all sizes from
to reach all types of businesses. a wide variety of sectors.

EEQ’s initiatives in this area included: - Several meetings of EEQ’s Associations Committee, which

- Monthly Q&A sessions that established a continuous dialogue includes 18 Quebec-based and Canada-wide associations.

with member producers in order to clarify their obligations in — Conversations with the boards of employer associations.
relation to the new EPR system and promote frank and honest

conversations. The sessions were attended by 625 member

companies, represented by nearly 900 unique participants,

over the course of the year.

Fairness: A Core Value for EEQ

In early 2025 EEQ doubled down to make sure that producers subject to EPR were contributing to the funding of the curbside recycling
system in a fair and equitable manner.

Two primary levers were prioritized: the recruitment of new members and the verification of report compliance. Over the year, EEQ added
new resources to its team, performed sectoral economic analyses to better determine areas of focus, incorporated artificial
intelligence into its practices to identify and evaluate new producers, and improved its auditing and compliance methods. This
strategy was soon successful: In 2025, 148 new paying producers contributed $5.8M in additional revenue to the system.
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Toward Canada-Wide Harmonization

The modernization of curbside recycling in Québec is part of

a larger movement, as a majority of Canadian provinces and
territories have also adopted an EPR-based system. To reduce the
administrative burden for producers that operate across Canada,
EEQ is working actively with other Canadian EPR management
organizations, including Circular Materials and Recycle BC, to
ensure greater harmonization between programs.

In 2025, these organizations worked to standardize material
reporting categories, which will simplify reporting for producers
that operate in multiple jurisdictions and allow for better
comparison of material flows on a Canada-wide scale. This new,
standardized list of 62 categories will be applied across the country
from the 2027 report onward. In addition, beginning in 2026, EEQ’s
annual reporting period will be brought in line with those of other
provinces, with the deadline set for May 31 of each year.

Recognized Expertise in Ecodesign

A working group was also established to coordinate ecodesign
and recyclability efforts. Recognized as a leader in this area,

EEQ published guidelines to help producers adopt best practices
for selecting packaging in 2024.

In 2025 these guidelines were endorsed by the other Canadian
EPR management organizations, and a Canada-wide approach was
launched to collaborate on updating these guidelines. This
initiative will help to consolidate a harmonized ecodesign
framework that will promote the use of packaging designed to
perform better in all curbside systems by facilitating sorting and
recycling.

° ° ° °
° ° ° °
° ° ° °
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2.2 Municipal Organizations
Key Partners on the Front Line

A Collaborative Effort

The collection and transportation of recyclable materials have
been under the responsibility of EEQ since January 1,2025. In
accordance with regulations, and to ensure a smooth transition,
municipal organizations maintained their operational roles by
serving as frontline service providers for residents.

The partnership framework agreement is a form of contractual
management that aims to officialize the new relationship between
EEQ and municipal organizations. It is a model that can be
adapted to various contexts across Québec: built environment,
density, presence of served institutional, commercial, and
industrial units, etc. It sets out:

- The clientele served

- Operational details for collection and transportation

- The material recovery facility (M’RF) where materials
must be taken, as identified by EEQ

Blue bin management
Customer service and measures to inform residents
Tracking and reporting details

N 2 2 2

The list of materials accepted in blue bins, as determined
by EEQ for all Québec
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Service Optimization
and Consolidation

In order to optimize collection and transportation services for
recyclable materials, it was agreed that the total number of contracts
would be reduced. This was intended to make calls for tender
more attractive and competitive, to reduce inefficiencies due to
too few doors being included in a given contract, and to streamline
overhead for both EEQ and municipal organizations. Consequently,
negotiations in 2023 and 2024 took the system from 562 municipal
organizations in charge of collection and transportation in 2024 to
just 125 service providers on January 1, 2026.

As set out in the regulatory framework, 2025 was a transition year,
with EEQ managing 282 transitional financial and/or partnership
agreements. These agreements covered the territory of

1,184 local and regional municipalities (including 10 Indigenous
communities), accounting for over 99% of the population.

Collection Frequency
and Equipment

Where possible, EEQ decided to go from weekly collection to
biweekly collection (every two weeks). Biweekly collection is a
proven model: a 360-litre wheeled blue bin has sufficient capacity
for most households, and this frequency allows for trucks to be
fuller, reduces greenhouse gas emissions, and optimizes costs.

It is estimated that approximately 70% of Quebec’s territory is now
served by biweekly curbside collection.

However, it is important to EEQ that every household has enough
bin space to hold all its recyclables. When recurring overflows are
observed, the municipal organization can provide an additional
blue bin upon request at EEQ’s expense. To reduce the cost of
acquiring recycling bins, EEQ standardized the colour and printing
specifications to enable bundled purchases. A total of 86,000 new
bins were ordered in 2025 for distribution to rural areas, with over
90% of them manufactured in Québec.

Opt-Outs

The regulation stipulates that, should it prove impossible to enter into an agreement with a municipal organization, EEQ must ensure the
continuity of collection and transportation services in the communities in question, as well as other local services like customer service and

bin distribution.

In 2025, only one municipality exercised its right to opt out from the modernized curbside recycling system. A second municipality followed
suit on January 1,2026. EEQ is now responsible for providing frontline services to residents of these municipalities.

Municipal Organizations — Key Partners on the Front Line
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2.3 Residents

The First Line of Success

Fostering Good Sorting Habits

Individual sorting actions are the cornerstone of the curbside recycling
system. Reducing contamination at source lowers processing costs
and lessens waste at sorting facilities. It also increases the value of
recycled materials. As the PRO for the curbside recycling system,

EEQ oversees information, awareness, and education initiatives for
residents. In this regard, it developed a strategic campaign to reach all
Québecers, promote proper sorting, and bolster trust in the system.

Bin Impact: A Strong New
Public-Facing Brand

Launched in January 2024, Bin Impact is the new reference point
for curbside recycling. Bin Impact’s optimized approach reaches
out to residents on all relevant channels: advertising campaigns,
a website, interactive tools, social media, educational content, a
toolkit, etc.

In 2025, communications focused on cementing the new sorting
rule: “Containers, packaging, and printed paper. That’s it.”

Two campaigns (television, radio, display, digital, and print)

were conducted and generated measurable gains.

Rising Indicators

- The Bin Impact brand awareness rate is 33%?
+19 points in 2025

- 69%' of Québecers understand the sorting rule®
+ 15 points after the 2025 ad campaigns

- Nearly 2/3" of Québecers trust the curbside recycling
system

Municipal Organizations: Partners in
Information, Awareness, and Education

The partnership agreement sets out a well-defined role for municipal
organizations when it comes to informing the population, including a
requirement for each organization to develop and implement a plan to
reduce bin contamination.

To support municipal organizations in this effort, EEQ has provided

a communication toolkit with ready-to-use content developed in
response to their needs. In 2025, EEQ also conducted an information
and training tour for municipal ambassadors in several of Québec’s
regions. In total, 17 training sessions were presented to 450
participants from 60 municipal organizations in order to inform and
equip them.

Léger web survey conducted among more than 1,000 respondents representative of the population
afterthe two 2025 advertising campaigns.

2Measured by correct identification of the brand name and/or logo.
3Measured by correct identification of the categories of items that go into the recycling bin.

Residents - The First Line of Success
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2.4 Material Recovery
Facilities
Pillars of System Performance

Enhanced Oversight

With the implementation of EPR, EEQ became responsible for
granting and managing contracts with material recovery facilities
(MRFs). After lengthy negotiations, EEQ signed service agreements
in 2024 with 21 sorting and pre-sorting facilities of various sizes and
capacities for the intake and sorting of all collected materials. The
contracts govern the provision of sorting services while ensuring
quality, reliable recyclable-material processing.

The duration of contracts varies depending on the useful life of the
facilities, their capacity to be modernized, and the operational needs
of the system. Over the years leading up to the implementation of
EPR, EEQ observed chronic underinvestment in sorting facilities.
This forced EEQ to include subsequent upgrades of sorting
equipment in its contracts, leading to significant additional costs
in the system.

Enhanced Transparency

The contracts stipulate reporting requirements and the regular
tracking of sorting performance indicators, allowing EEQ to
rapidly detect any shortcomings in service. These mechanisms
ensure heightened transparency and strict control of services
while giving MRFs a straightforward framework so that they can
meet performance expectations. MRFs also report financial data
every month, and invoices are closely checked to make sure that
reported costs are accurate.

Material Recovery Facilities - Pillars of System Performance 2025 REVIEW ON THE MODERNIZED CURBSIDE RECYCLING SYSTEM 12



Material Audits: A Tool for
Understanding System Performance

There was no historical data on sorting quality when ERP was
implemented in January 2025, and performance metrics had not
been established by previous managers of curbside recycling
activities. To rectify this situation, and as set out in regulations, in
2025, EEQ implemented a reliable metric for MRF performance:
material audits at a scale never before seen in Québec. Annually
over 10,000 samples are taken in accordance with an established
statistical protocol before and after they pass through MRFs.

Material audits measure the contamination rate of materials that
enter facilities and distribute them by material type. They also
establish the ability of MRFs to meet the quality standards set
out in their contracts, including quality and capture rates. The
results may lead to targeted actions for municipal organizations
with higher contamination rates, as well as support for the
development of national information and education campaigns.
Feedback may also be given to MRF operators, who can adjust
their operations accordingly.

New, Cutting-Edge Infrastructure

In 2025, Québec’s MRF network gained new infrastructure,
helping support the modernization of the curbside recycling
system, increase its capacity to process recyclable material,
and optimize costs.

- A new sorting facility was brought into service in Montréal-Est
in January 2025, with a large processing capacity of up to
150,000 tonnes per year, which amounts to 15% to 20% of
provincial curbside recycling tonnage.

- The Saint-Hubert sorting facility reopened its doors in fall
2025, offering modernized equipment and increased capacity
to support the processing of recyclable materials in the region.

- In order to bolster sorting capacity in southern Québec, EEQ
completed a call for tenders in 2025 to build a new sorting
facility in the Estrie region; that facility is slated to open in
January 2028.

- EEQ continued its initiatives to help the Kativik Regional
Government establish its first pre-sorting facility in Kuujjuaq,
Nunavik, in accordance with its mandate to bring curbside
recycling to northern villages.
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2.5 Recyclers
Drivers of the Circular Economy

A Centralized Approach
to Materials Marketing

Curbside collection is a public utility that does not generate
revenue for producers. In fact, it’s a significant cost item. The sale
of materials is a key function of the modernized curbside recycling
system that both ensures the circularity of recyclable materials
and generates revenue to fund a portion of the system’s costs.

In the past, MRFs sold the materials they sorted on an individual
basis. In accordance with regulations, EEQ is now in charge

of selling materials. In 2025, a new business model was
implemented for the sale of materials in Québec.

A New Marketing Strategy to
Support the Modernized System

EEQ’s material marketing strategy was developed and
implemented gradually with the support of MRFs. It aims to
ensure that materials from MRFs circulate continuously while
maximizing revenue, promoting healthy competition, and
supporting the development of local opportunities.

The strategy involves:

- Signing direct marketing agreements with recyclers

- Deploying traceability and reporting mechanisms to track
regulatory requirements

- Working continuously to ensure that the quality of materials
produced by sorting facilities meets the requirements of
recyclers

- Coordinating logistics flows, supported by transportation and
storage contracts, to reduce the risk of accumulation at sorting
facilities

- Developing new markets while reducing recourse to sending
recyclable materials to landfill

Recyclers - Drivers of the Circular Economy
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A Recycling Industry in Crisis

After a number of favourable years, material marketing was
exceptionally difficult over the past year, with various factors

leading to direct repercussions on EEQ’s revenue from marketing.

While this situation was not very visible to the public, the causes
of the drop in the markets were nevertheless widely publicized.

They included:

- Market volatility, including a marked drop in the price of
plastics, paper, and cardboard

- An overabundance of virgin plastic production, which put
significant pressure on recycled material prices and the
demand for recycled plastic

- Uncertainty around international trade and geopolitics,
including the implementation of new tariffs

-~ Inflation and a slowdown in economic growth
- The unfavourable exchange rate of the Canadian dollar

This situation is not unique to Québec. The markets for curbside
recycling materials are weak on a global scale. In this context,
authorities must consider public policy and financial measures to
support the recycling industry and ensure its survival.
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An Updated Approach
to Performance

A New Framework

Because a single entity now governs all curbside recycling data
in Québec, EEQ sought to align its methodology for calculating
these indicators with the method used by RECYC-QUEBEC to
prepare its past reports.

Consequently, caution is advised when comparing the presented
results to historical data. The indicators and methods used in this
report will be the standard for analyzing the system’s performance
going forward.

Three Key Performance Indicators

The recovery rate

The recycling rate

The local recycling rate

In accordance with regulatory obligations, these indicators
are the three main tracking tools used to assess the system’s
efficacy and the achievement of objectives.

System Performance 2025 REVIEW ON THE MODERNIZED CURBSIDE RECYCLING SYSTEM
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Source of Collected Materials

Transitioning the entire curbside recycling system in Québec as of
January 1, 2025, was a major project. EEQ’s priority was to ensure
the continuity of services to the population, which was achieved:
There was no breakdown in service, and collection continued
uninterrupted across Québec throughout the entire year.

In total, nearly 765,000 tonnes of material was collected in 2025
through curbside recycling. A further 26,000 tonnes transited
through recycling centres and voluntary drop-off sites. Of this
material, it is estimated that approximately 26,000 tonnes falls
under the responsibility of other EPR systems. In addition, an
estimated 20% of collected materials came from ICI, making up
approximately 160,000 tonnes.

Breakdown of Incoming Materials
(in Tonnes)

26,000
Materials from other EPR systems
160,000
Institutional, commercial
and industrial sectors

Depots and voluntary
drop-off sites

579,000

Residential sector

Serving the ICI Sector: A Particularity of Québec

In the past, several municipal organizations (e.g., Ville de Québec) chose to partially or fully serve ICl in their jurisdictions, regardless
of whether their materials were comparable in nature and quantity to household materials.

As of January 1, 2025, regulatory provisions under the EPR model require that EEQ maintain collection and transportation services for
all clientele who received these services on July 7, 2022, whether residential or ICIl. Unique in Canada, this situation has made
managing the system more complex, especially for the analysis of data needed for performance indicators.
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Types of Collected Materials

In 2025, the collected materials were as follows: Composition of Incoming Materials at MRFs
(in Tonnes)

-~ Paper and cardboard made up slightly more than
one half of collected materials.

13%
Contaminants

- Glass represented 16%.

4%

- Plastics (hard and flexible) accounted for 15%. Motal

- Metals (including aluminum) made up around 4%.

In addition, 13% of materials entering MRFs were contaminants, 16%
i.e., materials that were not containers, packaging, or printed paper. Glass
The§e results are in line with data from past years; RECYC-

QUEBEC recorded a contamination rate of 14% in 2023-2024.

52%

Paper and
Plastics cardboard

Reducing Contamination at the Source

Because each tonne of contaminants hinders performance and generates added costs at each stage of the process, EEQ aims to reduce
contamination over the coming years with the help of its national information and education campaigns and the support of municipal
organizations.
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The Residential Recovery Rate

The regulatory framework defines the recovery rate as the weight
of containers, packaging, and printed paper that were recovered
during the year divided by the weight of these materials put on the
market over the same period. For the calculation to be accurate,
EEQ must ensure that only materials targeted by the EPR system
in 2025 are included in the numerator and denominator. For this
reason, EEQ has implemented a calculation methodology to
determine the residential recovery rate:

- The numerator includes only targeted containers, packaging,
and printed paper from residential units, excluding materials
covered by other EPR systems and materials from ICI.

- For the denominator, EEQ uses its producers’ annual reports
from the previous year as a proxy to estimate the weight of
targeted materials put on the market.

Using this method, the residential recovery rate calculated for
2025 is 87%. This result may be due to the expansion of the

list of accepted materials to include all containers, packaging,
and printed paper, as well as the new sorting rules promoted in
information and education campaigns.
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The Recycling Rate Materials Sent for Recycling
(in Tonnes)

In 2025, a total of 607,000 tonnes of material was sent to recycling
or was stored for recycling. Thus, 80% of the recovered containers,
packaging, and printed matter were captured by MRFs and sent
to recyclers.

Paper and cardboard accounted for nearly two thirds, while

hard and flexible plastics and metals accounted for 10% and

4% respectively. Glass made up 17% of the total, excluding glass
used as a cover material in landfills. The latter stream represented
35,000 tonnes, or 25% of the glass leaving sorting centres in
2025, marking a significant improvement compared with 2023
(76,000 tonnes, or 53% of glass). This proportion is expected

(@]
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: : e o
to decrease substantially once EEQ assumes full responsibility 8
for marketing in 2026. o o o
In 2025, EEQ limited the use of energy recovery, with only 650 o o o
tonnes directed to this stream. That amount consisted exclusively 8 8 g—
of bales of flexible plastics, representing only a small fraction, as -~
EEQ recycled more than 5,000 tonnes of this material in 2025 -
thanks to the implementation of local, long-term recycling - [
solutions. Paper and Glass' Plastics Storageand  Metal Other

cardboard inventory

TOTAL = 607,000 tonnes

Striving to Reduce Rejects

Around 137,000 tonnes (19%) was rejected. Of these rejects, 42% consisted of materials that are not accepted by the curbside
recycling system (i.e., materials other than containers, packaging, or printed paper) and 58% consisted of recyclable materials that
could not be adequately captured in MRFs. In the coming years, EEQ will seek to reduce this proportion by improving the
performance of MRFs. In addition, EEQ aims to decrease the overall quantity of rejects, notably by reducing incoming
contamination through information and education campaigns, promoting good ecodesign practices to facilitate sorting, and
enhancing the capture rate at MRFs.

Including glass used as a cover material in engineered landfills.
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Tangible Results as Early as 2025

In 2025, 63% of recycled materials found outlets in Québec,

a 5% increase over 2023. Of the remaining volume, 15% was
distributed elsewhere in North America (mainly in neighbouring
provinces and states), while 20% was exported internationally, a
2% decrease.

Bales of mixed paper made up the bulk of exports due to the
limited ability of the North American fibre recycling industry
to absorb the totality of locally generated volume.

Finally, 2% of materials processed in 2025 had an unknown
endpoint. This situation is attributable to the gradual rollout of
marketing management early in the year. As the rollout is now
complete, flows can be tracked in their entirety from 2026 onward.

Destination of Materials Sent
for Recycling

2%

Unknown

20%

International

63%

Québec

North America

Prioritizing Local Markets

Local recycling is a key pillar of EEQ’s approach to modernizing curbside recycling. By favouring the sale of recycled materials in local
markets, EEQ aims to strengthen the circular economy in Québec, reduce the environmental impact of transporting materials, and
support local and sustainable industry. This approach is embedded in the regulatory framework, making Quebec the only jurisdiction in
Canada to impose explicit local recycling requirements.
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An Evolving
Financial Structure

The Financial Framework:
A Foundational Financial
Management Tool

EEQ’s financial framework is the go-to tool for planning, evaluating,
and tracking costs in the curbside recycling system. It is the
foundation for establishing producer financial participation (PFP).
The framework aims to ensure that EEQ’s financial resources are
managed rigorously, predictably, and transparently. It is based on
the obligations set out in regulations and the new responsibilities
assumed by EEQ as of January 1, 2025, including the sale of
collected materials.

The financial framework, which is adopted by EEQ’s Board of
Directors, supports decision-making by establishing financial
forecasts that incorporate the system’s revenues and operational
costs. It also helps identify financial risks and necessary
adjustments to balance the system’s business model.

As such, it is regularly updated for enhanced accuracy.

Cost of the Modernized Curbside Recycling System 2025 REVIEW ON THE MODERNIZED CURBSIDE RECYCLING SYSTEM 24



System Costs and Revenue Sources

EEQ’s updated 2025 financial framework forecasted total costs of System Funding Sources
$535M' for the entire system. Two major costs, collection and
sorting, make up nearly 90% of this total, and these costs are
linked to medium- and long-term contracts entered into with
service providers.

Net revenue from
material sales

The remaining portion is split among four other costs:

4%
- The recycling of certain materials, especially glass and flexible Other revenue

plastics, and waste disposal account for 5%.

- EEQ’s management costs as a PRO account for 3%.

80%

- Areserve for bad debts of 2% of total contributions is set aside b
roducers

to limit EEQ’s liquidity risk.

- Information, awareness, and education campaigns to improve
residents’ sorting habits account for 1%.

In 2025 the updated financial framework forecast a producer
financial participation (PFP) of $457M in 2025, making up 80%

of EEQ’s revenue. Net revenue from material sales accounted for
16%. As mentioned earlier, 2025 was particularly challenging for the
markets, and the portion of revenue associated with material sales
is therefore expected to be significantly lower than anticipated.

Factors Contributing to the Increase

Under the previous system of compensation, municipalities oversaw the collection and sorting of recyclable material, and
producers, via EEQ, had to provide compensation for the majority of costs incurred. For 2024, the final year of the old system, the
total amount of producer contributions to subsidize municipal costs was $327M, $130M less than the costs associated with the
introduction of the new EPR system in 2025.

"The audited, actual financial statements of EEQ will be put in place following its general assembly in May of this year.
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Factors Contributing to the Increase

Although certain operational optimizations implemented by EEQ
in 2025 generated ynancial gains of $16M and helped contain the
increase, it is still a° ributable to four main factors:

Funding the full costs of the system ($52M): Under the Factors Contributing to the Increase

previous system, some regulatory mechanisms reduced the

ynancial compensation for producers, such as the 500 oy o i
performance rate factor, which limited the amount of $44M

compensation paid to municipalities that did not meet o e TR

certain performance thresholds. Under the modernized 400 $521V

system, EEQ is now responsible for 100% of the costs, 350 " gaz7m

including yrst-line management fees, recovery equipment,
and depot management costs.

300 T

250
Increase in collection costs ($24M): Most multi-year municipal

collection contracts ended on December 31,2024, and new
calls for tender in 2025 led to signiycant increases due to 150
the strong in“ation e xperienced over the past yve years. 100 —
Additionally, the sector faced a shortage of drivers and trucks,
pu’ing str ong upward pressure on costs.

200 T

50

Increase in sorting costs ($44M): Signiycant upgrades were Foocootle e colecioncosts  soraeonts  reuvenciies "gane 2020 PP
required in MRFs to meet the performance targets set out in
the regulations.

Expansion of producers’ responsibilities ($26M): The addition
of new responsibilities—including waste audits, information
and educational campaigns, and service to isolated and
remote areas and Indigenous communities—led to a
substantial increase in system costs.
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Overlap of the Compensation Plan and the
new EPR Curbside Recycling System

For 2025 and 2026, the previous compensation plan and the new EPR This overlap is a major cause of the increased costs for producers
system are both active, causing temporary financial overlap during the year. However, it will gradually dissipate beginning in
for producers. This is due to the fact that the compensation plan 2027, when obligations under the compensation plan will end
reimburses the costs incurred by municipalities for the previous year, completely and EPR will become the only funding system for
whereas EPR requires EEQ to manage costs in real time. Because the curbside recycling. The end of this overlap will also ensure greater
two systems are not in sync, producers must contribute financially for cost stability in the coming years as EEQ implements cost control
costs under the previous compensation plan ($327M) and the new and system optimization measures.

EPR system ($483M) in 2026—in short, they are charged twice.

Financial Impact of the Transition Overlap
2024 2025 2026 2027

Compensation Plan | Retroactive payements

$248M $oOM* $327M**

EPR Curbside Recycling | Real-time payments

$60M $457M $483M $470M
Total annual cost
$308M : $457M : $810M 5 $470M
— 7
\/
Temporary overlap of the Compensation Plan
and the new EPR Curbside Recycling system *Invoices for the 2025 Compensation Plan postponed to 2026

**2025 Compensation Plan requirements
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2025 Highlights

The first year of operation of the modernized system allowed us to build a strong foundation for curbside recycling in Québec. As manager
of the system, EEQ ensured a smooth transition to EPR in 2025 by implementing the processes and mechanisms needed to support local
recycling, provide a framework for operational partners, and effectively coordinate the collection, sorting, and sale of the material. Over the
coming years, EEQ will prioritize the continuous optimization of the system on the basis of lessons learned from this initial year of

operations.

2,800

EEQ member producers

$457M

Financial participation of producers
in 2025

148

New EEQ member producers
in 2025

$5.8M

Additional revenue from new
producers recruited in 2025

62

Material reporting categories
harmonized with the rest of Canada

99%

Share of the Québec population
served by the modernized system

125

Municipal organizations mandated
to manage curbside collection
(as of January 1, 2026)

0

Breakdowns in collection services
during the year

710%

Proportion of Québec’s
territory served by bi-weekly
curbside collection

21

Sorting and pre-sorting facilities
under contract with EEQ

791,000

Total quantity of materials collected
by the system (in tonnes)

20%

Share of collected material from
the institutional, commercial and
industrial (ICI) sectors

13%

Contamination rate of
material upon entry

87%

Residential recovery rate’

80%

Proportion of recovered
containers, packaging, and
printed matter sent to
recyclers

19%

Rejection rate of MRF outputs

63%

Proportion of materials sent
for recycling that found outlets
in Québec

-65%

Average decrease in the sale price
per tonne of PET plastic between
January and December 2025

69%

Share of Québecers who
understand proper sorting rules
following Bin Impact campaigns>?

2/3

Proportion of
Québecers who trust
the recycling system?

'Based on EEQ’s new methodology for 2025.

2L éger web survey conducted among more than 1,000 respondents representative of the population after the two 2025 advertising campaigns.
3Measured by correct identification of the categories of items that go into the recycling bin.
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