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[Mr. Ducharme in the chair]
The Chair: I'd like to call the meeting of the Standing Committee
on Resources and Environment to order. I'll start by thanking
everyonein attendancefor their participationin thispublic consulta-
tion process. I’'m surethat we're al looking forward to an interest-
ing and efficient meeting today.

Now, to get things started, I’ d ask the committee membersand the
staff at the table to please introduce themselves for the record. I'll
start with you, Louise.

Mrs. Kamuchik: Louise Kamuchik, Clerk Assistant, director of
House services.

MsMarzalik: Anne Marzalik, Legisative Assembly of Ontario.

Dr. Massolin: Good morning. Philip Massolin. I’'m committee
research co-ordinator, Legidative Assembly Office of Alberta.

M s Calahasen: Pearl Calahasen, MLA, Lesser Slave Lake.

Dr. Swann: Good morning, everyone. David Swann, Calgary-
Mountain View.

Mr. Lund: Good morning. Ty Lund, Rocky Mountain House.

Mr. Ducharme: I'm Denis Ducharme, MLA for Bonnyville-Cold
Lake.

Ms Rempel: Jody Rempel, committee clerk with the Legidative
Assembly Office.

Mr. Reynolds. Rob Reynolds, Senior Parliamentary Counsdl.

Mr. Eggen: Good morning. My name is David Eggen. I'm the
MLA for Edmonton-Calder.

Mr. Oberle: Good morning. Frank Oberle, MLA, Peace River.

Mr. Griffiths: Good morning. I'm Doug Griffiths. I'mthe MLA
for Battle River-Wainwright.

Mr. Mitzel: Good morning. My nameisLen Mitzel. I'mthe MLA
for Cypress-Medicine Hat.

The Chair: Thank you.

Before we get into our first presentation, 1'd just like to do afew
housekeeping items. 1'd like each of the presentations to be a
maximum of 25 minutes, including up to 15 minutes for the
presentation and 10 minutes for questions from the committee
members.

I'd like to ask everyone to make sure that any cellphones,
BlackBerrys, et cetera are either turned off or in silent mode. For
my colleagues at the table, if you have your BlackBerrys sitting on
atable, if you could kindly put them into your pocket. They havea
tendency to interrupt with Hansard if you should be receiving any
messages. Finaly, for al members, staff, and presenters, please do
not use your microphone switch as it will al be taken care of by
Hansard at the back of the room.

Once again, thank you for your patience. If there are no other
comments from members, I'd like to invite our first presenters, the

Alberta Bottle Depot Association, to address the committee.
Gentlemen, could you please introduce yourselves for the record.
We'relooking forward to your presentation.

Alberta Bottle Depot Association

Mr. Remtulla: Thank you, Mr. Chairman. I’'m Farid Remtulla, the
president of the Alberta Bottle Depot Association, and to my right
isMr. Jeff Linton. Jeff isthe executivedirector of the AlbertaBottle
Depot Association.

The Chair: Thank you. You may proceed with your presentation.

Mr. Remtulla: Mr. Chairman, thank you very much for giving us
the opportunity to present to thiscommittee. I'll just go through the
agenda items that we have. First of al, we'll give you a brief
introduction asto who the Alberta Bottle Depot Association is, how
we fit into the environment and recycling regulation. We'll talk
about recycling material streams, the economic incentives that we
havein Albertatorecycle, the Albertabottledepot infrastructurethat
isinplacetoday. We'll talk alittle bit about handling commissions,
the BCMB legislative mandate that alows us to exist, and the
opportunity that we see for this committee to make a difference to
the environment.

The Alberta Bottle Depot Association represents Alberta bottle
depotsat the BCMB. There are 12 members of the BCMB, and our
industry represents four seats at the table. We represent 218 bottle
depots in Alberta, and we participate in the industry by
operationalizing the legislative mandate, which meansthat we have
operating agreements in place that we assist with to enable the
receipt of the containers and to process themin the system. | would
like to say that all 218 depots are independent businesses, so these
are individua operators that operate these businesses in your
communities.

We also represent the face of the legislation to the public. That is
afirst point of contact in the recycling stream. When an individual
brings a container back for recycling, we represent that legidative
mandate to the public.

I’ll turn it over now to Jeff Linton, who will take you through the
rest of the presentation.

Mr. Linton: Thank you very much, Farid. Thank you for the
opportunity to speak today. You're going to hear seven presenta-
tions today and eight on Thursday. At the end of this process, you
probably won't remember a single word that I've said, so we're
going to do alittlebit of very brief show and tell to try and leave you
with some images that will help.

I'll start off with the dlide that says that in 1972, when the
legidation started, the aluminum pop can was introduced to the
legislation as a container that was under that legislation. You can
see that that container doesn’t look a whole lot different than the
container that was exempt until 2001. The two aluminum cans are
now both in the system. In 1997 HDPE and paperboard, juice
containers, water, and the noncarbonated containers were brought
into the system. Of the containers that you see before you here, we
have one container that’ snot in the system and one container that is.
Similarly, with the gable tops we have one container that's in the
system and one container that’s not.

The similarities in these containers in al aspects have been a
significant source of confusion for the consumer, and that’s really
been a significant element of what drives down return rates, aside
from the economic incentive and that instrument. In order to
eliminate customer frustration and confusion, we believe that the
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similar materials should belegislated with the same deposit and that
those deposits need to be fixed rather than minimums so that the
deposits such as are currently on the auminum cans are not
different. The two cans you see before you: one has a 5-cent
deposit, and one has a 10-cent deposit.

Our god is to divert waste from landfills. We don’t represent a
biased opinion on any of these manufacturer products, but we do
come and speak on behalf of the consumer in that they bring their
message to the depots.

9:40

Asyou can seg, in the last five years the depot infrastructure has
been able to keep pace, up until recently, with the tremendous
growth in sales of containersin the province. Only recently, in the
last 18 months or so, we' ve seen where the sales have actualy
outpaced thereturn rate. 1t'sour belief that thishasalot to do with
the incentive, the instrument that’s been used. In 1972 it was a 2-
cent deposit, inthemiddle’ 80sit wasraised to 5 cents, and it’ sbeen
sitting there since 1986.

In our neighbouring provinceswehavedifferent economicdrivers
that produce different return rates. In the slide that you see before
you, we can see by the pop cansthat are 5 centsin both Albertaand
British Columbia and 10 cents in Saskatchewan that there is a
differenceinthereturnrate. A lot of thedetails, the numbersbehind
this slide are actually in the ABDA submission. Similarly, glassis
alower deposit valuein Albertaand higher in British Columbiaand
Saskatchewan.

Now, the difference in the size of this bar graph may not seem
significant when you look at the size of these little towers, but in
Bev Yee's presentation she pointed out that the difference in these
small towersis 115 million containers. It sprobably worth pointing
out that since 2002 the depot infrastructure hasreceived on the order
of 30 per cent more containers. In 2007 we'll handle 30 per cent
more containers than we did in 2002, which we believeis asignifi-
cant increase in the number of containers and is evidence that the
depot infrastructure is well able to handle the volumes. It has more
to do with the economic instrument that determines whether or not
consumers choose to do the right thing or choose to do the wrong
thing after they have purchased that beverage.

I'll give you a couple of examples of other infrastructures. In
Oregon they have a deposit legislation that was introduced a year
beforeours. Portland, asan example, hasapopulation that issimilar
in size to Cagary, both with approximately a million people. In
Oregon they have areturn to retail, and that’s what the R2R stands
for. Morethan athousand points of return are opportunitiesfor that
million people to return their beverage containers. In the province
of Alberta Calgary has 22 permits serving approximately the same
population. Intheyearsstudied, Calgary actually generated ahigher
return rate than Portland, so we have every reason to believe that the
depot infrastructure is not only efficient from a cost-effective
perspective, but it's also something that consumers choose to use.
| think that has alot to do with the fact that our industry is focused
on onething and onething only, that’ sthe regulation. Our industry
exists solely to deliver the objectives of the regulation to the
consumer, and we' renot confused or encumbered with opportunities
to sall retail products or do other things. Thisiswhat we do.

Wesaw asimilar situation in Albertapre-2001. Thedepotsinthe
province received about 70 per cent of the beer returns in the
province. When the legidation removed the exemption to beer and
they were brought into the system in 2001, that began to change.
Today less than 5 per cent of deposits are refunded through the
return to retail component that was grandfathered in the system at
that time. It's also important to point out that when they were
grandfathered in, there were approximately 138 liquor stores who

were actively engaged in thereturn to retail component of receiving
beer containers and providing refunds to consumers. Today less
than 50 per cent of those licensees are still actively involved in the
activity.

A little closer to home Rocky Mountain House, as an example,
had an opportunity to engage in return to retail in 2000. The depot
was unabl e to negotiate asatisfactory contract outsidethelegidation
for a handling rate that was acceptable. They were forced to drop
their agency agreement, and at that time the brewers attempted to
find areturn to retail vendor who would receive those containerson
their behalf and were unableto. Rocky Mountain House was one of
several depotsthat wasforced to drop their agency agreement inthat
year. | think that that was a significant contributing factor to the
consumer voicing their opinion to the government of the day, that
ended up removing the exemption that was on beer. Clearly, there
wasaconsumer preferenceto choose depots. Webelievethat depots
are an effective way of reducing collection costs and improving
efficiency overall, when you can bring al your containers to one
location.

If you've heard anything at al about the Beverage Container
Management Board, I’ m sure that you' ve heard about some of the
problems that they’ ve been having. We readly just kind of want to
let you know that the problems associated with the BCMB areredly
quite focused. Theissue of consensus hasto do only with handling
commissions and not any other aspect of their managing of the day-
to-day affairs of the regulation.

Since 2001 there have been three votes on the issue of setting
handling rates. Each time it was 11 in favour and 1 against.
Because by definition Madam Justice Bielby decided that that didn’t
equate to consensus, we've been forced to go through a fairly
lengthy and costly litigation process, including a hearing that was
just recently completed. | think that other than that the BCMB isa
very effective regulator.

| think it simportant to understand that this regulator needsto be
in place as an independent third party. Clearly, the manufacturers
haveindicated that they either don’t want to bein the system or they
want to run their own system. |n effect what that tells usisthat they
do not want to be regulated. Retailers have told us, by exiting the
system and speaking out against attempts to implement bottle bills
in other jurisdictions, that they do not want to handle empty
containers. They want to focus on retail sales. Consumers over-
whelmingly support depots. Because our system is focused on one
thing and one thing only, we believe that the BCMB is necessary to
hold thesystem publicly accountabl eand transparent and balancethe
interests of the economy with the interests of the environment.

| would leave you with one fina thought. | believe that this
committee has an opportunity to make recommendations that will
make a difference. We believe that like materials need to be
legislated similarly so that we can reduce consumer confusion and
maximize the ability of this system to recover containers. We
believe that the deposit needs to be a set value, not a minimum
value, so that manufacturers are not free to change the numbers and
continueto create confusion among consumers. We believethat the
deposit value needs to be increased based on the economic value of
the nickel today.

Depots achieve environmental efficiency through their current
structure. We have been working diligently on trying to promote
alternative methods of recovery. On the back of your presentation
package there's a brief outline of some of the initiatives that the
ABDA has undertaken recently.

We believe that the BCMB is an independent governing body
absolutely necessary that effectively manages environmental
stewardship.
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Mr. Remtulla: Mr. Chairman, that’ sall we had for the presentation.

Mr. Linton: Thank you very much for your time. If there are any
questions, we'll sit down at the other end of the table and be happy
to field those questions.

The Chair: We have a couple of members that have indicated that
they'd like to ask some questions. 1'd like to start with Mr. Lund.

Mr. Lund: Thank you, Mr. Chairman, and thanks to the presenters
for their presentation.

| find it interesting, those larger containers that you showed us,
with the onein, one out. But when you go in a grocery store, you
see that there are many other productsthat arein similar containers.
For example, 1'd see vinegar in a container that's identical to the
ones that you showed, and there are a number of other products as
well. If we were to put the milk containers into the return system
along with thejuice, that’ saready in there, as bottle depots how do
you see keeping those other products out of the stream? Would you
accept those other products but just not give any return? Unlesswe
brought them all into the system, there wouldn’t be a deposit on
them.

9:50

Mr. Linton: | appreciate your insight, Mr. Lund. | think that
consumersare, | guess, fairly well educated asto what is abeverage
and what isn't, and that would be a significant criterion that still
would be a decision that the consumer would have to make. We
were just simply trying to point out that when the consumer comes
to the depot, understanding that the regulation isaround the issue of
beverages, they bring two containersthinking that they’ rebothinthe
system. Some of the reduced return rates that we see on some of
those material streams like high-density polyethylene and the gable
tops, for example the juice boxes and the tetra bricks, are in part
because of that confusion.

Mr. Lund: Well, | guess, in my opinion, those other containers are
just as detrimental to the landfill and the environment as the ones
that we may be bringing in. | don’t know whether the composition
of the container isthe samein all cases. Maybeit’s adifferent type
of plastic and it wouldn’t mix. But what would be the attitude of the
bottle depots if we said that we would expect you to take those and
put them in the recycling system even though there's no deposit
and/or return? | think alot of the public are prepared to bring them
back; it's just whether the system would handle them.

Mr. Remtulla: To answer that question: the current regulations are
on beverage containers, and the consumers are tending to bring
containersthat had productsthat they have consumed as abeverage,
so that's why we've got the milk containers, that are made of the
same plastic aswater. Interms of vinegar and food items, those are
very similar looking, and that does create a problem. It's the same
thing as windshield washer fluid. You know, it’s the same type of
plastic, but it's not regulated as a beverage.

Mr. Linton: If | canjust add, Mr. Lund. | believethat your pointis
a good one, and there are many depots in the province who are
engaged in other recycling activities. We spearheaded a project to
accept empty oil containers in the middle '90s, if you're familiar
with that program. The Rocky Mountain House depot was one of
the pilot depotsin that project. There are many depotswho actively
engage in the recycling program for their community and accept al
of those containers. It's not a question of whether depots want to

handle them. We're just smply citing that there's some confusion
in the system right now, but depots actually would welcome the
opportunity to recycle other commodities as well. That's the
business that they're in, and consumers are already coming there.
Every indication would be that we could probably see increased
return rates on al of those containers in any recycling program
where we made it more convenient for the consumer to do so.

Mr. Lund: Thank you, Mr. Chairman. That's the answer | was
looking for.

Mr. Remtulla: Just to add, | do own one depot in Calgary, and we
do accept glasscontainersthat have contained food products, that we
do recycle, but there's no deposit refunded on them, obviously,
thingslikeoliveoil. Werecyclethat glass. The consumersdo bring
that in to the depot already, but there’'s no deposit paid and there's
no volume tracked.

Dr. Swann: Thank you for the presentation. 1I’m wondering if you
could comment further about the challengesthat you might facewith
themilk jug returns. What arethey, and how do you proposeto deal
with them at the level of the depot?

Mr. Linton: We're aready handling the materia stream, so they
would actualy not introduce any new sorts into the system unless
there was some efficiency in doing so. Obviously, thereis going to
be an increase in volume, but right now | think the depots are well
positioned to be able to introduce those new volumes without any
significant changes in the way they handle containers. We're
working on programs like piloting densification in depotsto try and
cut down on the amount of space that’s required to manage the
program and cut down on the transportation that’ s required to bring
those containers to the market. We would just advance some of
those objectives at the same time as we saw these increased
containers comein.

Dr. Swann: I'm wondering, if | could, Mr. Chairman, about some
of the concerns about health implications of residual milk and odour
problems.

Mr. Linton: | can speak first-hand from managing a MRF. The
only time that those containers actually presented a foul smell was
when we were baling them, not when we were receiving them from
the consumers. We have heard clearly from Occupational Health
and Safety that there are no adverse health or safety risks to the
consumers or to the staff of the depot system, and many depots are
aready handling those contai nersthrough thoserecycling programs.

Dr. Swann: Thank you.

M s Calahasen: My question hasto do with what you' re requesting.
How does that impact my small bottle depot ownersin my constitu-
ency?

Mr. Linton: I'm sorry. Thefirst part of the question?

M sCalahasen: What you' re proposing and what you' re requesting.
How does that impact my small depot owners in my constituency?

Mr. Linton: The small depots would see an increase in volume
amost immediately if the deposit wasincreased. We've seen from
thejuice containers, that were introduced in 1997, that the ramping
up of those container return rates has been somewhat slower, so
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there would be a gradual increase in return rates experienced by
those containers. Both would increase the container flow in the
depot, increase the number of consumers coming to their depot,
increase their viability, and probably make the system on a cost-per-
unit basis more efficient.

Ms Calahasen: Thank you. When you're taking about the
membership votes since 2001, you say each resulted 11 to 1 in
favour, no consensus. What was the rationale or the reason that the
one did not vote in favour?

Mr. Linton: Asone of the manufacturers at the Beverage Container
Management Board they did not fed that the rates that they were
voting on were rates that they were willing to accept for their
beverage containersin the system.

M s Calahasen: Thank you. Thank you, Chairman.
The Chair: Mr. Mitzel.

Mr. Mitzel: Thank you, Mr. Chairman. Just acoupleof things. On
one of your slides you noted that there are 218 bottle depot permits
in Alberta. Are all those depots members of the association?

Mr. Linton: Currently, no. Right now | think our membership
stands at about 193 out of 218. That number fluctuates as depots
turn over. Membership takes a few months to bring them in. We
have seen our membership as high as 204. On a volume basis,
though, we represent about 96 or 97 per cent of the volume in the
province. The outlier depots tend to be some of the smaller rural
depots.

Mr. Remtulla: If | could add, though, at the BCM B we do represent
all 218 depots. So when we have stake at the BCMB board, all of
the 218 depots are communi cated with whether they’ re members or
not. We do represent all of them at the table.

Mr. Mitzel: | guessif | can, Mr. Chairman, the follow-up to that,
then, is certainly: when you look at bottle depots or go to bottle
depots across the province, as far as the standard of service you see
from one end of the spectrum to the other, you know. Do you
foresee your association trying to perhaps standardize the type of
service you have, whether that is the type of building, the area, the
type of service, visual, everything that's involved in that? Do you
foresee anything like that?

Mr. Linton: We have actively pursued that over the last severa
years, and the most effective vehicle that we have for doing that is
by our seats at the BCMB when we develop standards that the
BCMB actually imposes. The ABDA is a voluntary association —
depot operators are free to become members or not — so we do work
with the BCMB in developing those standards, the inspection
process, even the quality control and auditing systems. We work
through the BCM B to accomplish those standards. Recently there's
been a standardization of the branding so that the logo startsto ook
the same in the advertising, as an example.

Mr.Mitzd: Isthereany way, then, of trying to maybe enforce those
standards once that happens? Because, quite frankly, there may be
some depots that people would be reluctant to even go to.

Mr.Linton: | believethat thereisanincreased interest in enforcing
those standards. Certainly on our part thereis. | believe that with

the new team, if you will, at the Beverage Container Management
Board, we have put a lot of those things back on track, and we're
seeing significant improvements even now.

The Chair: Mr. Lund.

Mr. Lund: Thanks, Mr. Chairman. One of the difficultieswe have,
of course, is that the percentage of return is going down. | don’t
want to call it afranchise, even though we wouldn’t allow another
bottle depot to be established in agiven area. If we said that within
that caption area, for example, we wanted to see areturn rate of 85
per cent or 90 per cent or whatever that number might be, what
would be the attitude of the bottle depots if we came out with a
decision along that way and said that if a bottle depot was not
meeting the target that would be set, we would expect, particularly
in rura Alberta—you may have a village that ssmply doesn’'t have
the population to support a bottle depot, but a bottle depot could
operate a satellite, say, two days aweek, for example, or something
along that line in order to get this recovery rate up — that someone
else would have an opportunity to attempt to? What would be your
attitude?

10:00

Mr. Linton: Absolutely that would be embraced by the membership
of the depot association. We' ve already taken that step in Edmon-
ton, asan example. Notwithstanding our interest in making surethat
return rates are as high as possible, I'm not sure that 85 per cent is
achievable without an increased economic interest. The deposit
needs to go up. Having said that, if a higher deposit was available
to the depots, | don’t believe that there would be absolutely any
trouble in setting benchmarks or standards by region, by territory,
whatever the design would be, and the depots would then be freeto
actually be alittle bit more innovative than they perhaps have been
in the past in being able to accomplish those goals.

The Chair: Thank you.
We're already into overtime. Mr. Eggen.

Mr. Eggen: Thanksfor your presentation. I'll be very brief. | just
want some clarification on two comments that you' ve made. First,
you' re seeking aunification of similarly shaped bottlesand contain-
ersof asimilar composition and also anincreasein theoveral return
ratefor al beverage containers, | presume. Now, would that extend
to beer bottles? Beer bottles have a particular shape to them. Are
you advocating an increase or any change in the regulations
surrounding beer bottles?

Mr. Remtulla: | think that what we're suggesting is that similar-
sized containers and similar materials stream should have the same
deposit. Currently beer bottles have a 10-cent deposit; glass
containers have a 5-cent deposit. It would be worth while to have
thosethe same. Same as with the pop can and the beer can: we have
a5-cent deposit on pop cans and a 10-cent deposit on beer contain-
ers. Wewould like those to be the same to eliminate the confusion
with the public.

Mr. Eggen: So are you advocating that we use the top end as the
standard, then?

Mr. Remtulla: Well, we have seen that the low end of the standard
isnot enough of an economic incentiveto generate the higher return
rate, as we have seen with provinces adjacent to us.

Mr. Eggen: Soyou' resaying that you don’t want to change the beer
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can and beer bottle rates but, rather, bring the others up to the beer
bottle and can rates. Isthat correct?

Mr. Remtulla: That'scorrect. Wewould liketo see, you know, the
10-cent deposit asaminimum. But | wouldn’t say as a minimum;
I would say that we would like to have it set at 10 cents so that
manufacturers don’t have the ability the next day to change the
deposit level and cause more confusion.

Mr. Eggen: Okay. Thanks.

The Chair: That ends my speakers list. 1'd like to thank the
representativesfromthe AlbertaBottle Depot Association for taking
the time to come and meet with ustoday. We thank you very much
for the information you’ ve provided.

Mr. Linton: Thank you for your time, Mr. Ducharme.
Mr. Remtulla: Thank you.

The Chair: Our next presenters will be Refreshments Canada. If
you could please give your name for the record and go ahead with
your presentation. Thank you.

Refreshments Canada

Mr. van Heyningen: Good morning, Mr. Chairman and members
of the committee. My name is Anthony van Heyningen. | am the
interim executivedirector of Refreshments Canada. I’ d liketo thank
the committee for the opportunity to appear before you today.

Refreshments Canadaisthenational trade associ ation representing
over 30 brands of nonalcoholic beverages. Our members are active
participants in beverage recycling and recovery programs in al
Canadian provinces. Refreshments Canadaisastrong proponent of
designing sustainable stewardship programs that embody a number
of important key principles; namely, alevel playing field so no free
riders, no cross-subsidization; fair and equitable programs that are
based on the materials, comprehensive, consumer-convenient,
efficient, cost-effective diversion programs; having shared responsi-
bilities between stewards and service providers; having not-for-
profit, transparent programswith industry-run organi zations; having
benchmarked and science-based targets;, and having harmonized
programs with other fair and equitable programs in other jurisdic-
tions. We would ask that any changes being made to Alberta's
current beverage container recycling regul ation respect and facilitate
these principlesthat I’ ve outlined.

| notethat Alberta Environment has set agoa of diverting 55 per
cent of al waste generated by Albertans. Asthe committee knows,
the diversion rate of used beverage containersin Albertais aready
well above that 55 per cent benchmark.

Now I'd like to just touch on some of the issues that have been
raised during the review. One of the questions has been about
deposit levels and whether the existing deposit levels should be
raised. The short answer would be no. The keys to the success of
any program are awareness, intent, and participation. People must
be aware of the programs, then they have to want to do the right
thing, and finaly they have to be able to participate. That means
that it has to be easy and convenient for them. | would liketo stress
for the committee that convenience and not deposit levels is what
drives recovery.

While the underlying hypothesis for raising deposit levels is
increasing recovery rates, research shows that concern for the
environment is a primary motivator of why consumers recycle.

Recycling rates increase when recycling is convenient for those
consumers. Raising the minimum deposit levels will not provide
any additional convenience for consumers nor will it raise consum-
ers awareness and concern for the environment nor will it improve
theability for consumersto return their containersat the bottle depot
return points.

Committee members will be aware that various Canadian
jurisdictions have different deposit return systems and varying
deposit levels, yet | would point out that recovery in al of these
systems has declined in recent years. | would contrast this with 80
per cent plus recovery rates being achieved for used beverage
containers collected using curbside collection in some nondeposit
jurisdictions. The primary reason for these high recovery levelsin
those jurisdictions is that it is very convenient for consumers to
recycle.

Therecovery ratesin deposit jurisdictionshavebeen declining due
to anumber of factors, including increased out-of-home consump-
tion, which means that there are less opportunities to recycle the
containerswhen they’' refinished; there’ sanincreasing proportion of
thepopulationlivinginmultiresidential dwellings, and storage space
isan issue for them; and access to recycling optionsis limited.

There are a number of measures that can and should be imple-
mented towards improving recovery rates for beverage containers
and hence overall waste diversion. Thiswould include things like
communication and education programs to help consumers under-
stand the key components of successful recycling programs,
communication outreach programs to target beverage containersin
multiresidential, commercial, and public spaces, and finally more
access points to increase the convenience for recycling their
containers. The most important thing to keep in mind isthat the key
motivator isconvenient accessto arecycling mechanism, not getting
the refund back.

There are a number of negative impacts that would come about
from increased deposit rates for both the system, depot operators,
and also consumers. An increased cost to the system would occur
due to post increased redemptions from hoarded containers, the
majority of Albertans would be forced to shell out more money at
the cash register when they' re purchasing the beverage containers,
and depot operatorswoul d be obligated to carry doubl ethe cash float
in order to deal with the redemptions that they handle.

| would respectfully suggest to the committee that there are many
significant issues — such as depot standards, the ratio between
population and the number of depots, and other issues—that need to
be addressed, and attention should be focused on these types of
program improvements. Unfortunately, arbitrarily raising deposit
levelswould divert industry efforts away from the important task of
addressing these types of efforts. | would also note that thereis no
evidence that would support that increasing deposit levels will
actually raise recovery rates. We would thus urge the committee to
recommend that deposit levels remain as they're currently defined
in the regulation.

10:10

There' salso been asuggestion during thereview that there should
be only one deposit level for al containers. | would point out that
thiswould put Albertaat odds with the neighbouring provinces and
thus encourage the cross-border movement of used beverage
containers both in and out of Alberta, leading to increased costs for
the system. We would recommend that there should continue to be
the two deposit levels as currently stipulated.

There's also been a question about large and oversized beverage
containers and whether they should carry ahigher deposit level. As
| previously noted, recovery of beverage containers has less to do
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with the monetary value and has more to do with the convenience of
being ableto return the containers. Wewould thus recommend that
oversized beverage containers continueto carry the higher level, the
20-cent deposit level, and the efforts should be focused on conve-
nience.

I’d aso touch on the question that has been raised about whether
management of unredeemed deposits should be transferred away
fromthemanufacturersand to thedel egated administrative organi za-
tion, the DAO, or if manufacturers should continue to manage those
funds. I'd bring your attention to anumber of points. Oneisthat the
beverage industry’s stewardship agent organization, namely
ABCRC, is a not-for-profit organization that handles al monies
associated with its system. Onehundred per cent of the unredeemed
depositsareapplied towardsbeverage container recyclingin Alberta,
and no monies areflowed back to manufacturersin any fashion. We
strongly believe in the principle that there should be no cross-
subsidization between different materials or sectors.

Our stewardship agent ensures that unredeemed deposits are
applied towards efforts and programs that target increased recovery
of the material/container streams that generated those funds.
Moving management of unredeemed deposits away from the
organi zation would open the potential for misappropriation of those
monies for unrelated activities, and | would note that there are
historical examples of this taking place in other jurisdictions. We
would thus encourage the committee to recommend that control of
unredeemed depositsremainwith themanufacturers’ agent to ensure
that the funds are used only for managing used beverage containers.

Likewise, | would suggest that the beverage stewardship agent is
in the best position to determine how those unredeemed depositsare
used to facilitate appropriate recovery of containers, and thus we
would recommend that there not be any stipulation in the regulation
about how they' re used because that might inadvertently hinder the
effective use of those funds. We would suggest that adhering to the
principle of not-for-profit, transparent programs and industry-run
funding organi zationswill ensurethat unredeemed depositscontinue
to be used appropriately.

I’d touch on the depot system very quickly. | would note that the
recovery system has been largely unchanged over the last 35 years
whilewaste management strategiesand methodol ogieshaveevolved
substantially over that time. 1've noted that the key driver is
convenience, and right now the current deposit return model of
designated territories, as Mr. Lund had mentioned earlier, may be
seen to effectively create amonopoly environment, which serves as
adisincentive for continuous improvement.

Thenumber of return points of these depots has not kept pacewith
the rapidly growing population, and I’ d also note that those depots
are primarily located in industrial areas. We suggest that this depot
system needs to evolve into a new model that allows for more
competition within all areas of the province. More return locations
areneeded in areas such ascommercial areas. | would also note that
consumers can and should be ableto recycle their beverage contain-
ersthrough curbsideand drop-off recycling programs, and wewould
suggest that containers collected in these alternative venues should
also be included in the performance measurement of beverage
container recovery in Alberta. We would urge the committee to
recommend that alternative collection options be alowed, and
recovery of used beverage containers through these aternative
means should be included in any measurement of recovery.

I’'m cognizant of thetime, Mr. Chairman. I’mtrying to make sure
| stay within my time.

The Chair: You still have another four minutes.

Mr. van Heyningen: All right. Thank you very much.

I know that the question had been raised about the number of
common collection agents and whether that should be a business
decisionand not prescribed in theregulation. Wewould recommend
to the committee that the regulation should stipulate that all
manufacturers and importers of beverage containers that are
obligated under the regulation be required to use the same common
collection system until such time as beverage containers are
managed under any broader stewardship frameworks.

I know that | keep coming back to thisissue of convenience, but
that isone of the key driversfor consumersto participate. The other
is cleanliness and service. | would note that Albertans have been
subject to varying levels of service and cleanliness at the existing
depot infrastructures, and the DAO has not really been enforcing its
own depot operating criteriafor the last while. There’s been little
improvement over the years, and what we're facing, redly, is a
stagnant bottle depot system, with minimal conditions, hours, and
locationsthat makeit somewhat inconvenient for Albertanstoreturn
their used beverage containers. We would thus recommend that the
regulation should actually stipulate the minimum standards right
within the regulation but allow that those minimum standards could
be augmented and expanded upon.

I would raise one other issue for the committee to consider, and
that isthe current DAO moddl itself. Rather than being the facilita-
tor or an oversight body for the deposit return stewardship system,
I would respectfully suggest that the BCMB is going to continue to
be challenged in developing an efficient and effective recovery
system. The previous presenter has noted that there are certain
vested interests on the current BCM B that have diverted focus away
from attaining resultsthat arein the best interests of the stewardship
system. This unanimous consensus requirement means that the
responsibilities for revising handling commissions have been
effectively abdicated by the DAO. We would thus recommend that
the regulation be updated to set out the specifics concerning the
establishment and subsequent future revisions of handling commis-
sions. | think that would help to take some of the difficulties out of
that aspect.

On afinal note | would note that there's currently a mismatch
between what the industry’ s responsibilities are and the authority of
theindustry to act appropriately. Our industry hasthe responsibility
for meeting the performance parameters set out under theregulation,
but thisis not matched by an equal level of authority. Thedecision-
making authority is currently held at other levels, and this has
effectively i solated the stewardshi p agent for the manufacturersfrom
its realm of responsibility. Again, to embody the principle of not-
for-profit, transparent programswith industry-run organizations, we
would suggest that the beverage industry should be given the
increased authority to implement a system that addresses its
responsihilities.

In conclusion, | would reiterate that convenience and not mone-
tary value isthe key driver for consumer participation. It would be
inappropriate to raise deposit levelswhen so many other opportuni-
ties exist to improve the current model, and those opportunities are
currently outside of industry’s control. Beverage manufacturers
should be given increased authority to allow us to improve the
recovery system, and all obligated manufacturers should be part of
that system. Industry should continue to manage this systemin a
transparent, not-for-profit manner, as is the case currently. We
would ask that the regulations specify the minimum standards for
depotsand specify how handling commissionsshould beestablished
and revised.

| thank you again for allowing me to appear before you today. |
believe I’ ve just stuck to the time.
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The Chair: Very good.
Any questions to our presenter?

Dr. Swann: Thank you very much for your presentation. Oneof the
issues that has been raised, obvioudly, is the unredeemed deposits,
and that amountsto, | gather, up to $6 million in any given year. Is
an audit ever done of that money, and if so, what does it show that
the unredeemed deposit is spent on?

10:20

Mr. van Heyningen: I'm not familiar with al the audit procedures,
and | would potentially ask one of my colleagues to address that
question. Thereisaseparate accounting of all the moniesfor al the
different material and container streams. All those funds are kept
segregated, and that embodies our principle of no cross-subsidiza-
tion. So any moniesthat are unredeemed for agiven container type
would be applied towards the cost of recovering those containers.

Dr. Swann: Can you make any suggestions about how that system
could become more transparent?

Mr. van Heyningen: There would potentially be an ability to have
a stewardship plan that could be approved, and there could be
audited financial statements that are then assessed and provided as
part of the requirements of such a stewardship plan. That'swhat's
done in some of the other jurisdictions that have stewardship
organizations. There is a transparency there to show that all the
monies are accounted for and that everything isin order.

The Chair: Before | go on to the next questioner, 1'd just like to
acknowledge the presence of committee member Mr. Hinman.
I’d go on to the next questioner, Mr. Eggen.

Mr. Eggen: Well, thanks very much for your presentation. 1I'm
curious to hear your thoughts more on expanding the opportunities
for peopleto recycle through different locations. My own constitu-
ency, Edmonton-Calder, is a very large constituency, and we have
no bottle recycling facility at al. Certainly, lots of people do
recycle. I’'mwondering if the return to retail model might be more
appropriate because as the density of the city increases, it becomes
more difficult to even entertain putting more bottle recycling
facilitiesin different areas with the property values, and availability
is diminishing quickly in this city. So the return to retail seems
intriguing. 1'm not familiar with how it works. Have you analyzed
its effectiveness to any great degree?

Mr.van Heyningen: | don’t know that ABCRC hasundertaken any
kind of astudy on that. | would note that return to retail does have
a number of constraints to it in terms of the impact on the retail
operations. If you'retalking specifically about grocery retail, you'd
basically be looking for retailers who are charged with providing
consumers with safe foods to become also a waste management
operation. That would have a large impact on both the safety and
sanitation aspects of those retail outlets aswell asalargeimpact in
terms of the human resources and physical spaceimplications. The
retailers, obviously, are paying whatever their location costs are for
the purposes of retailing foods and beverages, and to have to
dedicate space to that would certainly have a negative impact on
them.

We would certainly encourage the aternative return points,
whether they would be some sort of a drop-off mechanism where
consumers could voluntarily return their containers, any kind of a
drop-off mechanism, whether any commercia venues could be

established, which might be a smaller floor space, free-standing or
separate from a retail operation, in terms of an aternative return
point. Asyou know from your jurisdiction, obviously thereis the
blue bag program in Edmonton in terms of consumers being able to
use that alternative means of diverting the containers as well.

Mr. Eggen: Well, thanks. Y ou know, | appreciatethe limitationsor
problems, but if we opened up the regulation to alow entrepreneur-
ship in regard to bottle recycling together with a change in the rate,
perhaps then we would get more points, |ocations where consumers
could chooseto recycle. I'm just wondering why thereareonly 218
in the whole province and why there are none in Edmonton-Cal der
in terms of places to go to take your bottles.

Mr. van Heyningen: As| noted, we would encourage an increased
number of access points for Albertans. | believe that the Canadian
Council of Grocery Distributorswill be presenting to the committee
at afuture point during the hearings, and | would encourage you to
direct your question about return to retail to them as well.

Mr. Eggen: Absolutely. Thanks.
The Chair: Ms Caahasen.

M sCalahasen: Thank you very much. First of all, thank you for the
concise information that you provided with those answers.

My question relates to the BCMB. You say thet it is essentially
aroadblock to systemimprovements, and you listed afew itemsthat
should be taken care of in dealing with this specific board. Do you
foresee a different type of establishment or something else that
would help in this situation, or isit just internal issues that have to
be dealt with in the BCMB?

Mr. van Heyningen: I'm not sure | follow the question.

Ms Calahasen: You identified it as: needs to be improved. Then
you proceeded to suggest that it’' sa detriment to the devel opment of
an efficient and effective recovery system. So my question is: isit
internal issues that we have to deal with or that the BCMB has to
deal with that would improvethis, or isit another system that hasto
be established?

Mr. van Heyningen: | don't know if | would want to hazard an
opinion oneway or the other. In terms of the current structureright
now the BCMB holdsthe criteriafor depot standards, and wewould
suggest that that type of responsibility should be given to the
manufacturers themselves and their stewardship agentsto help them
address the effectiveness of the system because they’ re the onesthat
areresponsible for making it work. 1t would be better if that type of
criteriaand decision-making was at the agent level rather than at the
BCMB.

On the second point of your question | would just note that there
are a variety of ways to handle stewardship in general. In British
Columbia, for example, they have a comprehensive stewardship
framework, and the stewardship agenciesactually report directly into
the ministry. It works very effectively for them. Another example
would bethe Ontario model, where there' sactualy an arm’ s-length
oversight body overseeing all stewardship programsin the form of
Waste Diversion Ontario. The stewardship agencies then report to
Waste Diversion Ontario, and the WDO is responsible for a very
defined process. It's very clearly spelled out, and it takes al the
guesswork out of establishing stewardship programs. So there are
avariety of ways that Alberta could go.
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M s Calahasen: Thank you.
The Chair: Mr. Hinman.

Mr. Hinman: Thank you, and thank you for the excellent presenta-
tion. | have a few areas of concern, but one is definitely the
convenience, and it is the number one issue that | deal with in
talking to people as well as the bottle depots. My question. In
opening up the monopoly currently existing, where you can’t open
up another depot and compete, when | talk to the actual depot
handlers, they say: well, we can’t afford to make thingsrun asit is.
If you were to open up another depot in close proximity, they say
that they can’t exist. Inlooking to the benefit of Albertans, hasthe
monopoly caused too much grief, and should we be increasing, |
guess, the free enterprise to see whether they handle it? Even with
the retail outlets there are some that could easily have the area and
could open up a position, but there isn't the opportunity. So in
balancing out those two and looking at our goa as recycling and
doing a better job, what do you feel are the answers to that?

Mr. van Heyningen: | would basicaly raise two points to your
questions. Oneisthat Alberta has obviously been along the road of
trying to review and reviseits handling commissions, and we would
all expect that those handling commissions would reflect the fair
cost of handling containers through a depot and deposit-based
system. That’sastep that other deposit jurisdictions undertake, and
it would be donethrough an impartia third party, which would look
at al the aspectsof the system —what are the revenues, and what are
the costs?—and develop what is seen as afair and reasonable return
for the operators.

10:30

Once you have that established, again we would encourage that
there should be an alternativein terms of the current system and that
if therewasthe opportunity for other operatorsto get into the system
in terms of providing additional convenience to consumers, the
system would basically understand that these are the handling
commissions that are fair and appropriate for containers. If a new
enterprise can make a successful go of it, then we would expect that
that would be alowable.

Mr. Hinman: Thank you.

TheChair: That concludesmy list of questionsfrom thecommittee.
I'd just like to thank you once again for your presentation and for
having joined us here today.

Mr. van Heyningen: Thank you very much.

The Chair: Have agood trip back.

Beforewego on to our next presenter, |I'd liketo put on therecord
that Mr. Miller, another committee member, has just joined us.
Welcome.

Our next presentation will be by the Alberta Dairy Council. If |
could ask you to state your name for the record and please continue
on with your presentation.

Alberta Dairy Council

Mr. Tott: My nameislan Tott. I'mrepresenting the AlbertaDairy
Council. | work for Saputo Dairy Products Canada, and I’'m based
here in Edmonton. What I'd like to do at this point in timeis give
my presentation in a position paper that we've prepared. | under-

stand that the way that it's structured is that there'll be a certain
amount of timefor the presentation, and then we will field questions
at that point in time.

The Chair: Yes. You have 15 minutes for presentation and 10
minutes for questions and answers.

Mr. Tott: | wasright so far.

Okay. Good morning and thank you for providing the Alberta
Dairy Council with the opportunity to address this Standing
Committee on Resources and Environment. Our remarks today
speak to the issue of potentially removing the exemption of milk
containers from the beverage container recycling regulation. The
Alberta Dairy Council milk container recycling program began
seven years ago. Compared to the deposit program it is still very
young; however, in this brief period the program has had a stellar
record of achievement on an entirely voluntary basis.

Some people believe milk containers should be placed in the
deposit system. On behaf of the entire Alberta dairy industry and
thehundredsof local communitieswho have benefited from themilk
container recycling program we are here to say that such a change
would be a mistake. It would be regressive, short sighted, and
ultimately counterproductive from both an environment and
€conomic perspective.

The Alberta Dairy Council milk container recycling program is
widely hailed asthe most advanced, most progressive program of its
kind in North America. No jurisdiction anywhere in the world has
subjected used milk containers to a mandatory, deposit-based
recycling regulation. We can debate the reasonswhy, but thereality
has created an impetusfor the dairy industry to find waysto meet its
environmental responsibilities through industry-initiated, industry-
funded, and industry-managed programs. No one has doneit better
than Alberta. The program has enjoyed unprecedented progressive
growth and improvement. That some are considering undoing it
now raises serious questions not just about recycling but about the
province's entire approach to environmental stewardship.

We need to be able to continue to grow this program to help
realize the government’s vision for the future, to build a province
where Albertans work together as stewards of Alberta's natural
beauty and resources, and where sustained economic growth leads
to continued prosperity and realized opportunity. Inclosecollabora
tionwith the Albertagovernment, individual communities, industry,
nonprofit organi zations, and businessesall have played animportant
rolein achieving the vision for Alberta.

As a starting point we' d like to refer to the Canadian Council of
Ministers of the Environment’s recently completed Canada-wide
principlesfor extended producer responsibility. Or, in other words,
what makes a good environmental stewardship program? Against
these principles we would argue that the milk container recycling
program fares as well as if not better than the regulated programs
others promote as aternatives.

The CCME environmenta principlesendorse the minimization of
environmental impacts, consistency with the four Rs of waste
management, and encourage producers to pursue design for the
environment. The milk container recycling program, like the
beverage container recycling regulation, is a recycling-focused
response to these environmental principles. The mechanisms for
achieving them differ, but the goals are the same.

Program design. We note that the milk container recycling
program hasfrom itsinception been built on aconsensual agreement
between municipalities and local waste management authorities and
producers, which are the processors who market milk and cream
productsintheprovinceof Alberta. Far from downloading responsi-
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bility to local government, the program was designed to help build
and develop loca collection systems and recycling programs with
industry support. In thisregard it has been a success.

In our written submission to the committee werefer to the Alberta
Plastics Recycling Association, which has made this point very
clearly. When the program was originally conceived, markets for
used plastics were failing. The program was designed to help
stabilize these markets financially and, more important, to create a
reliable channel for directing materials to the markets.

Its success in doing so is acknowledged by the government of
Albertaitself in the memorandum of understanding that governsthe
program. The MOU recognizes that the program is a partnership
between industry and both levels of government. Through the
program Alberta dairies have taken responsibility for end-of-life
management of used milk containers, both plastic and paperboard.
We have worked collaboratively with all levels of government to
ensurethat the program design meetsthe province' sneedfor an EPR
program. Thefact that the program does not use the same collection
mechanisms as the deposit refund system does not diminish its
commitment to CCME principles or its fulfillment of them.

The program is funded, managed, and operated by industry. At
the same time it has a multistakeholder steering committee that
includes Ministry of Environment staff to ensure accountability and
alignment with the government’ swaste management plan, goals, and
objectives. The steering committee provides feedback, direction,
and support to program operators in conjunction with the annual
business plan, whichisfiled with and approved by AlbertaEnviron-
ment. Environmental and financial transparency is ensured by
independent audits of the program’s recovery performance and
financial records. The audit results are published in the program’s
annual report, which iswidely circul ated.

The program is operated in an environmentally sound manner.
The majority of municipalities bale or shred the empty containers
before they're shipped to end-use markets, meaning fewer trucks
travelling on Alberta highways. The program leverages equipment
and buildings already in placefor other recyclable commodities. In
fact, the city of Calgary invested in new, state-of-the-art technology
to densify milk containers at the drop-off depots, reducing green-
house gas emissions by reducing the number of truckson city streets.
Thisinitiative alone has had a very positive environmental impact.

The CCME aso outlines a number of implementation principles
in support of extended producer responsibilities, and again the milk
container recycling program is fundamentally consistent with these
principles. Theprogram’scommunication and education strategy is
based on the most extensive commitment to qualitativeand quantita:
tive research of any stewardship program in Alberta. In fact, this
strategy has been publicly recognized for excellencein a number of
aress. It received an Emerald award in 2002 for environmental
achievement indemonstrating commitment to theenvironment while
producing measurable, positive change. It aso received an Rs of
excellence marketing advertising award from the Recycling Council
of Albertain 2003. The program has invested nearly $3 million in
communications and public education.

Through the MOU the program has formally committed to
continuousimprovement to ensurethat it functionsappropriately and
tracks performance through a balanced scorecard of measures that
have been agreed to with Alberta Environment. The principa
indicators in the balanced scorecard are defined in a business plan
and are reported in the annual report. The program ensures reason-
able accessto collection systems, to use the CCME terminology, by
the consumer through more than 310 drop-off locations throughout
the province in addition to the municipalities that operate curbside
or blue box collection programs. When compared to the number of

bottle depots, which number 216, the milk container program offers
a high level of access for the consumer. One of the program’s
proudest achievementsisthat 95 per cent of Alberta spopulation has
direct access to milk container recycling in their communities.

10:40

Perhaps more importantly their program respects the CCME
principle that programs and policies are designed and implemented
in away that environmental benefits are maximized while economic
dislocations are minimized. For our program this is a founding
principle that has been achieved through a funding collection, an
allocation mechanism that enables it to meet all commitments at a
fixed and minimal cost to Alberta consumers. Fees paid by milk
consumers are unchanged since the program’s birth in 1999. The
same cannot be said for the deposit refund system.

We would like to now address some areas where government,
other industry, nongovernment organizations, and some consumers
are on the opposite sides of this camp. Some argue that recovery
levels are not comparable to those in the deposit system. Thisisan
important and complex issue. First, asyou noted, recovery ratesare
actually declining for regulated containers. This in itself is a
complex issue that reflects the growth in beverage sdes, the
vibrancy of the Albertaeconomy, and probably other factorsthat are
not fully understood. The same trend is showing up in other
provinces. We a so notethat despitethistrend recovery ratesfor the
milk container program are actually increasing.

Part of the differenceisthat the deposit system isamature system
while the milk container program is relatively young and still
developing. We know from experience that it takes years even for
deposit refund systemsto reach high recovery levelswithin individ-
ual product categories. Itisequally important to understand that the
systems are different. In the deposit system you can count individ-
ual cans and bottles. In the milk container program you collect
containers by gross weight and then calculate backwards to get a
recovery rate. Distortions occur, including distortions that arise
when individual communities store up their containers in order to
create larger loads.

We would submit that the more important measure of recovery
performancein aprogram like the milk container recycling program
is gross tonnage, diversion from landfill, and year-over-year
improvements. Thisis, after al, the way that Alberta Environment
measures its overall waste management performance. It has been
argued that because some depots are already accepting them
voluntarily, thefull inclusion of milk containers could be accommo-
dated within the existing depot system. It’'simportant to understand
that thiswould require achangein practice from bulk to one-by-one
collection and accounting.

What would that mean in terms of cost? If milk were placed
under deposit, an incremental increase of 3,200 tonnes, an amount
that islessthan 10 per cent of what the city of Edmonton will collect
through their blue bag/bin program, would require Alberta consum-
ers to pay amost $20 million in deposits and recycling fees. In
contrast, the voluntary program, under which we now operate, costs
consumers less than $2 million per year. Recycling fees have
remained unchanged since the program was implemented.

The argument has been made that there are no recycling fees for
similar-typecontainersinthedeposit program. Thisisdisingenuous.
In the regulated system recycling fees are adjusted annually, and
there is no guarantee that there will be zero in the future. In the
deposit system fees are a function of changing market prices and
recycling return rates. As long as there is a large pool of unre-
deemed deposit money and market pricesare high, therecycling fees
within the deposit program will be low. The consumer is actually
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rewarded for lower recovery. As soon as market prices fall and/or
unredeemed deposit monies disappear because of higher recovery
numbers, the recycling fees increase as is evidenced by the fee
schedul e which was effective February 2005. 1t has only been since
June 2007 that there are no fees or containers similar to milk
containers, and that is largely due to the accumulated surplus from
previous years.

WE're not attacking the merits of the deposit refund system itself
but simply pointing out that it is not the only way of discharging
one's waste management responsibilities. The deposit system
operates at great cost to Albertaconsumers. Thisisapublic policy
decision. Themilk container recycling program was created in part
to minimize the cost impact to consumers. This, too, is a policy
decision, and the program is a practical response.

The selling price to consumersisimportant to the dairy industry.
The Canada food guide recommends that Canadians consume two
to four servings of milk every day. We cannot accept suppressing
consumption through imposing price escal ators despite the merits of
the objective.

Themilk container recycling program enables Albertansto pursue
and realize an environmental objective without compromising the
concurrent goal of sustaining milk consumption. It is done so
successfully and is recognized throughout North America for its
success. Why would we undo it now?

In addition to al of the above, the dairy industry plays akey role
inthe provincia economy, contributing arecord $1.27 billion to the
provincial economy in 2005 and a valuable partner in assisting the
agricultural sector in reaching its target of $10 billion in farm gate
receipts by 2010.

To recap some of the program’s achievements, I'd draw your
attention to the following accomplishments, and I’d say that we're
very proud of them: over 9,800 tonnes diverted from landfill; over
95 per cent accessrateto collection points; over $6 million invested
in program design, management and operation; a seven-year
recovery rateincrease of 22 per cent for HDPE jugs and 28 per cent
for gable-top cartons.

We must also ask ourselves: what sort of message is government
sending to other industries who in future may be encouraged to set
up voluntary programs? Why would industry invest millions in
establishing aprogram only to have it hijacked by the government?
Removing the exemption from milk effectively does just that. This
award-winning program, recognized as the best of its kind, will al
be lost and come to an abrupt end if the regulation is changed for
milk containers.

We respectfully urge this committee to not destroy this program.
There hasbeen too much time, too much money invested by not only
the Alberta Dairy Council but aso the Alberta municipaities and
private recyclers throughout this province. We believe that we've
been successful in many areas, remain committed to the work to be
done to achieve targeted recovery numbers. To end this program
would be premature, it would place an undue burden on the con-
sumer, and it would send the wrong message to other industries.

Thank you for your time. That's the end of my presentation.
What | would like to ask: | have other members of the committee
with me that represent the other companies and the manager of our
program in Alberta; I’d like them to join me to field questions that
some of you may have.

I want to thank each and every one of you for listening to our
position. Respectfully, we very much are behind our program.
We're encouraged that we would like to move it forward, and we
would hope that your decision would support that. We'd like to
continue the partnership with government on thisvoluntary program
to ensure that in Albertawe continue to be the leading edge for not

only Canada but for North America and for the world on our
recycling program because we care about the environment.
Thank you.

The Chair: Thank you.
Mr. Miller.

Mr. R. Miller: Thank you very much, and thank you for that
presentation.

Mr. Tott: Excuse me. Before we start, could | just introduce the
members with me if you don’'t mind?

The Chair: | omitted that. | should have asked that. Please give
their names for the record.

Mr. Tott: Okay. | have Brian Miller representing Lucerne, Corey
Creese representing Lucerne, and Roberta Windrum, who is the
person who manages our, | would say, very successful program in
Alberta

Mr. R. Miller: Mr. Chairman, perhaps because | was late in
arriving, if | can just clarify: arewe using asimilar format to Public
Accounts, where we' re allowed a supplementary question?

The Chair: I've been dlowing it, yes.

Mr. R. Miller: Okay. Good. Thank you.

Then my first question would be— I’ ve asked before various other
entitiesand not had answersthat |’ m satisfied with —has your group
done any research asto theimpact on low-income and fixed-income
families if, in fact, we were to add a deposit program to the milk
containers?

M sWindrum: No, we have not.

Mr.R.Miller: Thank you. My supplementary question, and I’ Il just
preface it by saying that for the most part I'm quite sympathetic to
your position. The exception to that would be the Milk 2 Go retail
program. You didn’t mention it in your presentation today, or at
least | didn’t hear you mention it. I'm wondering if you would be
amenable to having that retail program treated separately from sort
of the mainstream milk containers.

Mr. Tott: | guess, if | summarizeyour question, you' re asking about
the impulse purchase products that are in convenience stores and
other areas. The Milk 2 Go product is a product that Saputo
processes in the province of Alberta. Just so you are aware, we do
distributeit acrossthe country. It isthe only production facility that
we have that doesthat product. When welook at the programiitself,
we look at it in an entirety. From our perspective, a focus on that
type of package would be encompassed in the program. From our
point of view, we would like to leave it in the program, and we
would be looking to take steps to deal with that accordingly as we
move forward.

I will say that the Milk 2 Go product has very much been a
success for the organization and for the industry because it is using
product or raw materia that is available in Alberta. From our
organization’ sperspective, we' veinvestedin theprovinceof Alberta
based on that. We will continue to do that, and we look for more
products in our Edmonton facility that have that kind of success.

Again, wewould like to keep it within the program. When dll is
said and done, this committee would make that decision, but we're
wanting to keep the program whole.
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The Chair: Thank you.
Mr. Lund.

Mr. Lund: Thank you, Mr. Chairman, and thanks for the presenta-
tion. I've been encouraged by what the industry is doing without
any government interference.

Mr. Tott: Excuse me. It was a partnership. Government was
supportive of what we're doing. | do want to be excused for
interrupting, but we look at it as a partnership and not industry
taking control. We've worked closely with government on each of
the areas over the past seven years.

Mr. Lund: | guess maybe you don't realize that | was the minister
responsible at the time when this program started.

Mr. Tott: | do.

Mr. Lund: I'm very, very aware of the partnership. However, I'm
curious. I'vegot your’ 05-06 program performance, and I’ m curious
if you've got it for '06-07. That's one question.

| notice that for the HDPE container you have a 52 per cent
recovery ratein '05-06 but for the polycoat only 28. 1I'm curious:
what would be the reason why the polycoat is so much below?

Ms Windrum: To answer your first question, we do not have the
final numbersfor the ' 06-07 year. Our year-end was June 30. We
have three recyclers in the province who we are till awaiting the
final numbers from. Some of them, because they're nonprofit
organizations, rely on volunteers to compile reports and that sort of
thing, so we do not have those numbers.

Asfor the differencein the recovery rate between the HDPE jugs
and the polycoat containers, thereareanumber of municipalities, the
city of Red Deer being one of the larger municipalities, who collect
the polycoat containersin with mixed paper or cardboard. Unfortu-
nately, the only numbers that we can report on are the verifiable,
audited numbers, so although we know that the recovery rate is
higher than the 28 per cent, we can only report on that 28 per cent.

Mr. Lund: To supplement, if | might, have you any ideawhat they
are doing with the milk containers? It’ sadifferent product than just
ordinary cardboard.

MsWindrum: The majority of the milk cartons are shipped to the
U.S. JMK Fibers, | think, is the company name. From there |
believe they're going over to the Asian market, where they are
recycled into other fibre products.

Mr.Lund: And someareburned. I'm curious, though: isRed Deer
separating those out from their cardboard stream?

MsWindrum: No, they arenot. They arecommingled, and they go
to a fibre recycling facility. The ones that are burned we can’t
account for in the recovery number.

Mr. Lund: Oh, no. They are after they leave the province; they're
not burned in Alberta. There'saplant downintheU.S. | happento
know this because when you were setting up the program, one of our
problems was: what would we do with those containers? Then we
found that they were actually used for heat.

MsWindrum: In awaste energy recovery facility.

The Chair: Mr. Hinman.

Mr. Hinman: Thank you. | appreciate your presentation as well.
The one question that | have: | love the solving of the problem
yourself within industry, but do you feel that you'll be able to
achieve the same rates as the deposit rate eventually and get up to
that 70 per cent or higher? What do you see for your achievements
going down the road if there is no deposit required for milk jugs?

Ms Windrum: One of the issues that we continue to address is
ongoing tracking research. We continue to peel back the layers on
the onion to get a better understanding of first of all what motivates
Albertansto recycle, what are the barriers to recycling, and how we
address those issues. With that in mind, we continue to build more
comprehensive communi cationsand education programs. Attheend
of theday that isalways our target: to achieve that recovery number.

Mr. Tott: Could | add to that answer? In addition to that, again, we
go back to our education program throughout the province. We're
going to continue to invest in the future and invest in increased
recovery through our marketing programs and awareness for
Albertans. We've made a number of commercials and have some
thingsthat peoplerelate now to therecyclingin Alberta. Webelieve
we can only build on that today. We'll continue and invest in that,
and we're very confident that the rates will increase over the next
few years.

Mr. Hinman: Asasupplement, do you haveagoal, then, whereyou
think you can get to — 65, 75 — or just that they’ re going to increase
and that’ s good enough?

Mr. Tott: No. Thegoa isaways 100 per cent. Whether you ever
attain 100 per cent: you have to berealistic.

Mr. Hinman: That's my rea question. What do you fed is
achievable under your current system and the current authority that
you have in recovering those?

MsWindrum: We don’'t know what is achievable because thisisa
groundbreaking program in, you know, Canada, in North America.
We have that target of 75 per cent, the overarching goal, currently.
In past MOUsthat we have, there have been interimtargetsthat have
been aligned with the recovery rate of asimilar container within the
deposit program, and all we do is continue working towards those,
believing that eventually we will get there.

Mr. B. Miller: What we' ve done over the years is, you know, as
WE' Ve seen recovery rates move in one direction or the other,
develop strategies around that. In the last number of years we've
begun to focus more. Initialy the program was to try to get
universal access. We've achieved that. Now, we're trying in the
past few years to focus on some of the bigger areas, Calgary and
Edmonton, Red Deer — lots of containers in there — to put some
focus and seeif we can drivethe numbersup. It'salwaysawork-in-
progress, | guess, iswhat I'm saying.

Mr. Tott: Yes, and the other thing isthat, as Brian said, wetried to
allow al Albertans access to this program, and | think we've
accomplished that in abigway. Now we' vejust got totry and really
go back and focusin on the areas where the population density will
drive the number up but not lose sight of the fact that all Albertans
need access to the program.
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MsWindrum: If | could just add one thing, that this programin its
initial design wasto target recovery from the residential sector, and
based on aresearch waste audit that we' ve conducted, we' ve done
apretty good job of that. Our focusthis past year and going forward
is looking into the multifamily sector, the indus-
trial/commercial/institutional sector because we know that there are
milk containers there that currently are not being recycled.

The Chair: Since we still have about a minute and a half, isit all
right for the chair to pose a few questions? One of the issues with
many of the submissions that Albertans provided to this committee
was the fact that they are paying arecycling fee in the price of the
product that they’ re paying for. You guys, basically, add afeeinto
the cost of the product to be able to work with the municipalities as
far asthe recovery. Some are stating: well, we're paying; we want
an opportunity to get it back. 1'd just liketo hear your commentson
that.

The other one. Some of the members did touch on the Milk 2 Go
containers. Many of the Albertans that submitted said that it is
becoming a major litter issue, let's say in our ditches, et cetera,
because of the fact that people won’t bother picking it up as people
will scour for beer bottles or beer cans, et cetera, because there'sa
refund. Y our answer wasnot very, very clear. You say thatit would
fall within the program that we havein place, but | think it’ sabigger
issue than that. | would just be curious to see what you have
planned. If you were to stay the way you are, what are the plansin
terms of being able to recover those so that they don’t land up in our
landfills or don’t land up in our ditches?

MsWindrum: To address your first question, regarding paying the
feeand “I’'m paying thefee, so | want it back,” when consumerscall
our toll-free number, when you explain to themwhat thefeeisbeing
used for, it’ sused to providefinancial assistanceto municipalitiesto
offset their costs associated with recycling the milk container. It's
afeethat issimilar to or the same as fees that may appear on deposit
containers at any given time depending on what the current recovery
rate and that sort of thingis. Aswe said, it'sacomplex issue.

Up until June of 2007 there was arecycling fee in addition to a
deposit on deposit containers. The consumer for the most part does
not, | think, fully understand the complexities of either program and
what the recycling fees are used for. In many cases they don't
realize that they are paying arecycling feein addition to the deposit.
They get the deposit back, and they think they’ve received all their
money back. So | think it's an education thing that has to continue
to happen.

11:00

As far as the litter issue we just recently partnered with the
Recycling Council of Alberta, who conducted a litter audit. The
milk containers were not a big issuein that litter audit. We would
be happy to provide the committee with acopy of the results of that
audit. Butit'snot alitter issue asfar asfar asin theditches and that
sort of thing goes.

When it comesto, “How do weinclude themin the program?”’ we
have anumber of schoolsin the province that we have been working
with who have been set up and who are already recycling those
containers. We have built into our communication and education
plan in this year that we're in right now a component that will
address more of an education component within the school system
to collect not only the Milk 2 Go but thelittle single serve gable-top
containers.

Mr. Tott: I'll just be very brief. The institutional segment of the

market is one that we' re starting to focus on now because we were
focused on the larger containersin theinitial stages of the program.
It' s like anything else: things change within amarketplace, depend-
ing onthe environment and other things. So that’ san areathat we're
starting to focus in on now.

TheChair: Well, thank you ever so much for your presentation, and
we look forward to using the information you’ ve provided us aswe
go forth with our recommendations on the regulations.

Thank you.

Mr. Tott: Thank you very much, and | do apologize for the raspy
voice.

The Chair: Our next presenter is the Vulcan District Waste
Commission. | believe it's Mr. Dick Ellis that will be doing the
presentation. Welcome.

Vulcan District Waste Commission

Mr. Ellis: My name is Dick Ellis. I'm the general manager of the
Vulcan waste commission. We're asmall rural waste authority that
consists of the county of Vulcan, thetown of V ulcan, the villages of
Arrowwood, Carmangay, Champion, Lomond, and Milo. We have
atota population of 6,000 people, but we're spread out over quite
alarge area

I’d like to speak with you about two of the things you' re address-
ing today being explored. The first issue: the number of bottle
depots. In our jurisdiction we used to have eight bottle depots, and
now we have one. This is serving the same area that the Vulcan
commission has 12 recycling depotsin. Seven of these depots are
open 24/7 so that people can recycle whenever it fits their lifestyle
or schedule.

We believe that the bottle depots, if they’ re going to be equal and
able to collect the same things we are, need to be a lot more
accessible than they are. When people can’t access a bottle depot,
returnables end up mixed in with the garbage. Oncethey’rein with
the garbage and contaminated, it’ s very hard for us to recover them
even in arecycling facility. They're now waste, and they go to a
landfill.

| ask that you try to please consider allowing more bottle depots,
whatever that takes in finding them. | support the bottle depot
system — it works very well — but we do need more of them. We
need people to be able to get to them. In our jurisdiction alot of
people are just finding that it's not worth the problem. Because
they're small, they’ re going in with the garbage, and like | say, once
they'rein the garbage bags, they’ re contaminated, and they’ re very
difficult to deal with.

Theotherissuel’ dliketo addressisthemilk container exemption.
The Vulcan waste commission over the last 10 years hasinvested a
lot of time and effort working with the dairy board to set up a milk
container recycling program. Like| said earlier, we have seven 24-
hour, seven-day-a-week accessible facilities that people can take
their milk jugsto any time and drop them off. It doesn’t matter what
their schedule is. We aso have five waste transfer stations that
people haul their wasteto. All of these have an operator at them and
source separation, and the milk jugs and all other recycling can be
removed from them at those sites.

We weren't involved in plastic prior to getting into the milk jugs.
Whenever wedid get intoit, we' d find that we' d finally get asystem
going, we' d recover something, and then themarket woul d di sappear
for it. Wenow are ableto get into virtually al plastics, but | guess
the way we see it as a waste commission is that the milk jugs
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somewhat might be subsidizing that. If weremovethemilk jugsout
of our plastics system, we remove the only thing that we have a
guaranteed income on, our $800 a tonne that we know we' re going
to get when we recycle them.

We contract out our recycling operations, and when our contrac-
tors handle milk jugs, they know that they're going to get the
recovery of their labour at the end. Wereally don’t have any other
commodity that goes through our recycling depot where that can
happen. What we have to do with all the other commoditiesis we
have to guarantee our contractors their labour. Sometimes we find
ourselves trying to convince municipa politicians to spend three
times the cost of landfilling to keep recycling going, and as we take
away anything of value or we subsidize, like the milk jugs, we're
just increasing that cost. We have to continue operating recycling
whether the milk jugs are there are not. Therefore, we're just going
to have to spend more to do it because we're losing what was
subsidizing our entire operation before.

Right now recycling is quite good for our operators. We are able
to expand into new things, but we' ve also operated for years where
it was $5 atonne for cardboard, $5 a tonne for paper, and the milk
jugs will provide a stability through that. | ask you to please
seriously consider moving theminto the bottle depot system. | know
that the bottle depot systems are different in different parts of the
province, and | know that our rural area has unique challenges of its
own, but we' ve managed to make recycling accessible. The bottle
depotsaren't in our area. You have to go to the city. You haveto
leave our jurisdiction to get rid of them or go to the one that's
operated in Vulcan at restricted hours. So please seriously consider
leaving the milk jugs right in the system they arein. We have had
a guarantee from the dairy board that we can market our product.
It senabled ustoinvest quite abit of timeand money into it, and we
need that stability to continue.

| don't have any more of a presentation for you this morning
besides that. 1’'m just asking you to please be careful when you
remove the milk jugs from the system. They are helping to pay for
our recycling system.

Thank you.

The Chair: Thank you.
Mr. Hinman.

Mr. Hinman: Thank you. From a rural perspective that was
excellent and hit some of the problems directly that arefaced. You
say that you have five waste transfer sites. I’ m not sure from your
presentation. Do you actually have recycling places at your five
waste transfer places, or are they separate?

Mr. Ellis: Yes, wedo. We have recycling at every transfer station.
We have depots at four of them, and then we have our actual
processing plant and adepot at the Vulcan one. Thenwehave seven
more 24/7 depots in the towns and villages. As well, we're just
building one at a summer village we have, Little Bow Resort. It's
asummer village that has about 500 people now on aweekend.

Mr. Hinman: Thank you.
The Chair: Dr. Swann.

Dr. Swann: Thank you. Thank you for your presentation. I’'mabit
confused. It’ sclear that to maintain therecycling program, you need
funds. | may have misheard, and | need clarification on whether or
not you feel that moving milk jugs into the depot system with
redeemable depositsis going to continue to support your system or
is going to undermine your recycling of plastics.

Mr. Ellis: It's going to undermine our system because right now
when the milk jugs come through our system, we handle them with
all the other recycling. We're actually even moving into sorting
now. We're guaranteed areturn on the milk jugs; on therest of the
stuff going through we're not. So when we contract out the
operation of our plant, our operators know that they’ re going to get
the return on that product. They don’'t necessarily know on any of
the other products. If we remove the one they know that they're
going to get thereturn on, we could very easily end up with amonth
where they make 70 bucks for an entire month’swork as soon as it
hits $5 a tonne again.

Unfortunately, I’'m convinced that just as areality the markets go
up and down. Wedon't have aguarantee on any other product. We
have sold cardboard for over a year at $5 atonne. We're now at
$115 or something like that. We also sold paper for $5 atonne for
over ayear, and it’snow at $100. But we can’t be guaranteed when
we go to sell in amonth that it will be there. The milk jug guaran-
teesusareturn. We get aguaranteed rate on every tonnewerecycle
whether the market collapses or not.

Dr. Swann: Thank you.

Ms Calahasen: That was my question, regarding if the consumer
would like to see a return on what they buy versus the return that
you get. They're telling us that maybe they should be getting the
money rather than you. It puts you in a jeopardy situation as an
organization — right? — because what you're relying upon is that
money that comesin that’s guaranteed.

11:10

Mr. Ellis: Yeah. We could just raise our municipal taxesto recover
that, | guess. You know, we get our money one way or another.
Onething that wasimportant to the VV ul can waste commission isthat
we do not charge for garbage disposal. We have free access to all
our transfer stations, but you have to sort, you have to recycle, or
you can haul to somebody else’s landfill.

M s Calahasen: Okay. Thank you.

Mr. Eggen: Thanksfor coming up and giving thisinformation. It's
realy useful. I'm wondering: do you keep track of other revenue
you receive from recyclables that go through the trash system, like
from people putting bottlesin there or other recyclables like that?

Mr. Ellis: We've only doneiit just in looking into it. What we're
looking at right now isarecycling collectionin our jurisdiction, and
we actually did a little bit of a waste audit. We have severa
provincial parksin our jurisdiction and private campgrounds, and we
find that we're getting a lot of returnables in with that waste, like
half a garbage truck full of nothing but returnables. These people
comeon theweekend. The depotsaren’t open. They’ll drive by our
recycling depot and throw themin adumpster becausewedon’t take
them.

Mr. Eggen: Right. I'm just thinking. | know the single largest
contributor of bottles and cans and whatnot comes from the city of
Edmonton. People just throw them away. Then they collect them,
and then they make money off them. | mean, perhaps if we're
changing the rules somehow in other ways the loss that you might
incur from the plastic tonnage would be offset by other benefitsthat
you could get from a change in regulation here, like if we're
increasing the bottle price and stuff like that.



RE-46

Resources and Environment

September 18, 2007

Mr. Ellis: Yes. That would be beneficial. Whatever it takes to
convince people to take them to the depot. Once they're in the
garbage, we consider that contaminated, and wejust haven’t crossed
that line into separating like Edmonton has. We don’'t have the
resources or the facilities to do that.

Mr. Eggen: Okay.

Mr. R. Miller: Thank you, Mr. Ellis, for your presentation. One of
the things you said at the outset was that you used to have eight
bottle depots and you’ re now down to one. I’m wondering if you
could describe to the committee why you believe that is.

Mr. Ellis: Well, you know, I'm not totally positive why that is. |
think that economicsplayed apartinit, but all of the placeswe used
to have depots, al of our small communities, still have the busi-
nesses that were with it. It's just the depots that disappeared.
Whether they weren't financially viable or they were restricted in
how many could bein an area—I’'m not really sure what the demise
of them was. | haven't been involved in that. | know it's difficult
to get oneif you don’'t have adepot now. For somebody to open one
in astore—asan example, in Milo you' re 40 minutes from Vulcan,
but we have stores there. We have gas stations, you know. If we
could have somekind of areturnablefacility there, then possibly we
could get the peopl e that camp out thereto return them on their way
back or take them back to the cities with them or wherever they
came from and recycle them there.

Mr. R. Miller: Thank you.

The Chair: Any other questions?

Seeing none, | just want to say thank you very much, Mr. Ellis, for
your presentation and your insight and the information you've
shared with us today.

Mr. Ellis: Thank you.

TheChair: We' rerunning about 15 minutesahead of schedule. I'm
just wondering: isour next presenter, the Alberta Plastics Recycling
Association, here?

Mr. Cameron: Yes, we are.
TheChair: Yes? Would you be prepared to go? Okay. Thank you.

Alberta Plastics Recycling Association

Mr. Cameron: Thank you, Mr. Chairman. Good morning, every-
one. My nameisGrant Cameron. I’ mthe current executive director
of the Alberta Plastics Recycling Association. 1'd just like to tell
you alittle bit about thefit of themilk jug in plasticsrecyclingin the
province of Alberta. Our association uses the plural “plastics’
because there is a great variety of plastic materia in the waste
stream, and al of them have to be treated a little bit differently.
Thereisno opportunity to commingle those materials after the fact.
Polypropylene has to be recycled separate from high-density
polyethylene, a high-value product which is used for the milk jug.
We have a range of members, including our board of directors.
Our board of directors has representation from the ABCRC, the
bottle recycling folks. We also have the Alberta Dairy Council as
part of our group and the AlbertaUsed Oil Management authority as
well as representatives from Dow, NOV A, and other manufacturers
of plastic. Our association has played an instrumental role in the

development of the milk jug program in both its design and facilita-
tion.

It's important to understand, when we're talking about what's
going to happen with milk jugs in the future, that the science of
plastics in consumer use is relatively new. We're talking about a
science which is40 to 50 years old, and the recycling component of
that scienceis only about 25 years old and really has only matured
in the last 10 to 15 years. So if | tell you this morning that new
plastics are coming along every day and new solutions are being
developed to deal with those plastics, you'll understand that it is
very difficult for anyone to say exactly what the landscape is going
to look like in three, five, or 10 years. It will be changing, and
plastic is becoming a more important component of it.

We have a number of strategies in our association to assist all
parties in achieving higher rates of recycling and diversion away
fromlandfill. Our associationisfocused on postconsumer recycling
and ICI, whichisindustrial, commercial, and institutional recycling.
We aso believe that landfill is avery important component in this
recycling process, and we are aso monitoring and assembling
information on waste-to-energy recovery.

WE're here this morning to talk about postconsumer as a compo-
nent of recycling in Alberta. It's important to understand that it's
emerging. We've just heard from Vulcan, one of the many rural
areasin the province of Alberta, that has awide range of acceptance
protocol for waste materias, including plastics. But it's important
to understand that there is awide dissimilarity in programs, across
rural Albertain particular, and it has been increasing in terms of its
plastic capture. It's possible to take a drive down any one of
Alberta srural highwaysand drive through three or four townsin 45
minutes and find that the range of recyclable materias that they're
gathering is different in each of those communities.

What we are advocating at the Alberta Plastics Recycling
Association is codification of those plastics and other materialsin
that waste stream that are recovered, or captured, and we also want
to seeregional marketing. Thereis agreat challenge to getting rid
of one, two, or four bales of a product in ayear, whereas if we can
get subpopulations of 35,000 to 50,000 to market together, we're
going to have agreat deal more success at moving these products to
market for good return.

There are a number of things that are encouraging for a plastic
capture in Alberta. The codification of these programs in co-
ordination is only one of them. Thereis a very large potential for
increase in plastic capture when Calgary moves to some form of
each and every dwelling, or curbside, collection. We have to
understand that the use of plastic in packaging isincreasing, and the
Albertawaste plastic processors are also growing in their capability
and are going to be able to increasingly accept these materials as
they comein.

We're very encouraged by the Alberta Department of Environ-
ment’s recent initiatives in the area of the ICI. It's important to
understand that about 35 per cent of the waste stream in Alberta
comes from the postconsumer side, about 65 per cent from the
postindustrial, or ICl, side. But in the case of plastic, those figures
are much closer to 20-80 or 25-75, meaning that the ICl is, in fact,
the greater user by far of the plastic resource. Think in terms of
municipal water pipe, plastic underlay, traffic signage, those sorts of
things. 1CI uses the mgjority of plastic.

APRA itself takes no position on whether the milk jugs should be
moved into the deposit system. | think there’ sapossibility that if it
were to do so, it would produce a short-term increase in the capture.
| don't know whether it would match other deposit containers
immediately, but | suspect that that rate of increase might happen
more quickly than if it was|eft whereit isnow. Therewill beacost
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to the consumer. 1t needs to be understood that that requires a fair
amount of study, and I'll deal with that in amoment. Our fear at
APRA isthat moving the milk container may slow or stall effortson
other plastics.

There isn't any question in the mind of our association that the
milk jug has been the anchor product, as you heard the chap from
Vulcan indicate. That is what has made plastic recycling in the
postconsumer stream accel erate tremendously in the past five or six
years. Plastic capture acrossthe province of Albertaon all products
on averageisincreasing about 16 per cent ayear, and we have some
spectacular rates of increase in some areas, like film capture and
shopping bag capture, which are going up very dramatically.

11:20

Some form of recycling is now available to more than 95 per cent
of al Albertans at more than 300 remote locations. It's available
through curbside, blue box, blue bag. It's available through
subscription recycling, which is growing rapidly in the city of
Cagary. There are multiproduct drop depots, and there are also
multifamily drop boxes in the city of Edmonton and in some other
communities at landfills and transfer stations. That has been driven
by the process of regional landfill development across Albertaasthe
transfer station network has been upgraded. Thereareatremendous
number of opportunities currently to get rid of plastic.

Well, what's driving this plastic capture? The simple facts are
that there's little or no return value on a great deal of the plastic,
particularly the col oured plastics and some of the other productsthat
are problematic to capture. However, the number 2 natural, high-
density polyethylene is a highly desirable product because it is not
tainted with any dye; it's an absolutely pureresin. Itisof al of the
candidates probably the most ideal for the recycling process, and
that’swhy it's so sought after, and that’s what is holding the prices
as high as they are right now.

The funding combined with sales. You earlier heard a presenta-
tion here this morning from the Alberta Dairy Council talking about
their top-up funding and transportation funding. Thereisnofunding
provided to the cities of Calgary or Edmonton, so my presentation
today islargely going to be focused on small-town, suburban, and
rura recycling in the province of Alberta. The Dairy Council
funding, combined with strong sales for high-density polyethylene,
is currently worth in excess of one-half of 1 million dollars to these
small municipally operated depots, which incidentally were largely
funded at their outset by thegovernment of Albertathrough resource
recovery grants. A lot of them still receive asubsidy either fromthe
municipal government or from thelandfill associationsand commis-
sions across Alberta, who recognize that plastic, while it's not
harmful interms of |eachate or gas production onceit’ sburiedinthe
landfills, takes up space. Wewant to recyclemoreplasticin Alberta
because plastic on average is about two and a half times less dense
than the average material mix in landfill in Alberta, so every tonne
of plastic that we can keep out of the landfillsin Alberta represents
about two and a half times the landfill capacity of other materials
going in there.

Here's our challenge this morning at APRA. This funding of
about half a million dollars across the province of Alberta has
encouraged the small-centre depot network to take on plastic capture
and expand the range of products accepted. Five yearsago or three
years ago a small community may have accepted milk jugs only.
Two years later they may have decided to go to an al-bottle
program, and they now take small-neck bottles: ketchup, mustard,
shampoo, soap, that sort of thing. A year later they may have added
shopping bag recycling to the program. The challenge for our
association and | believe for al of us here this morning is going to

be: if we take this funding that flows to them from the milk jug off
the table, what incentive now is there for any small community that
isonly doing the milk jug to say, “Well, they took the milk jug away
and the money, but we'll go after the margarine container,” for
which there srelatively little return?

They have used this the same way that the huge surge in card-
board prices in the 1990s allowed municipal depots all across
Alberta to expand the rate of materials collected to include a wide
range of paper products, tin, and others, funded in large part by the
cardboard prices. Once they got up and running, the cardboard
prices dropped off, but there’s been no let-up in the recycling rate.
In fact, we continue to gather more of awide range of materialsover
and above plastic, but that funding does need to come from some-
where.

The next component that 1'd like to talk about that exists in this
suburban and rural and small-town depot network isthat thefunding
from a combination of the paper products and the milk jugs has
allowed these depots to adopt the use of horizontal balers. | don’t
know if anyone else will be talking to you about the actual technol-
ogy of capturing and transporting milk jugs or other materials over
the course of your presentations, but it's very important for every-
body here to understand that one bale of milk jugs, which would be
smaller than any one of these individual desks, weighs approxi-
mately one metric tonne and, depending on the operator and the
temperature inside the building, can contain anywhere between 900
and about 1,300 four-litre milk jugs. If those are just in the swish-
and-squish form, that bale represents the entire capacity of a
highway tractor-trailer unit. So when it comes to collecting these
materials, whether it be at a bottle depot or at amunicipal recycling
depot, we need to have the equipment on hand to take this vast
volume of material and squeeze it down to asizewhich is practica
to transport.

There's a second type of baler, which is called a vertica baler.
The horizontal baler | mentioned a moment ago is a large piece of
equipment costing in excess of $100,000, arange of about $100,000
to about $140,000 plus installation. It takes up a fair amount of
square footage, and it uses conveyors. You simply use shovels or
some kind of an implement to drive the material up onto the
conveyor, and it goes into the baler. Some of the smallest of these
depots have vertical balers. Vertica balersare about two and a half
times less efficient. It takes about one hour to produce a bale that
you can makein 18 to 20 minuteswith ahorizontal baler. A vertical
baler typically contains 300 to about 425 milk jugs, again depending
on room temperature and operator skill. That is better than trans-
porting the jugs loose.

This network, which has been set up through the resource
recovery network and paid for with continuing subsidy from
municipal and landfill authority dollars, has now set up a depot
network across Alberta where they’re uniquely well equipped to
handlethesejugs. | believe absolutely that the bottle depot network
could adapt and handlethejugsin asimilar fashion. However, there
would be a cost, which would be borne by the industry and the
consumer, in order to do so.

At any rate, in conclusion, what | would liketo suggest to you this
morning isthat we need to keep three thingsin mind before moving
the jug from one side to the other, or from network A to network B.
First, the existing network servicesthe recycling demands of awide
range of consumer products, and milk jugs support that network.
Funding reduces the need for municipal subsidy. The chap who
preceded me made that very point. They can either get it through
increased ratepayer assessment, or they can go back cap in hand to
the municipal government, and they can take money away from
some other area of the budget and say: here's your dough. These
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places operate with a strong component of volunteer labour. They
oftentimeswork under difficult conditions. They’ re dedicated tothe
environment and to their own communities, and | doubt that we can
probably get the material s themselves handled for much less money
by a different network.

They' re currently equipped to deal with the unique nature of these
jugs, and | believe that should you move them to the depot network,
we need to make surethat thereisno loose-haul transport of the milk
jugsin particular from onejurisdiction to another. Weneedtofigure
out some way to properly determine the value and the unit return
value, whether they're in Peace River or Medicine Hat, before
they’ reloose-hauled into another coll ection point beforethey’ re sent
out to Vancouver. What we need to do is make sure that there's
some kind of a plan in place that would alow the town of Peace
River to collect these milk jugs and send them directly to the
processor, cutting out one step in the transportation cycle.

Should a decision be taken to move the milk jugs to the deposit
system, some attention needs to be paid toward continuing support
or bridge funding to encourage future increases in plastic capture.
Once again, my comments are directed not so much at those whose
ridings or focus are the city of Edmonton or the city of Calgary. All
of these problems of adjustment that I’ ve mentioned this morning
are going to be relatively easy to deal with in the major cities,
perhaps even in Red Deer, but outside those three centres we need
totalk about what thetransition would look like, knowing that we' re
aready equipped to handle it. One of the things I'd liketo add is
that | believethat if you move it to the depot system, perhaps there
isan opportunity on afee-for-service basis for the depot network to
takethemloose-haul inasmall centre, pay the deposit out when they
have achieved a certain amount of storage, have verified by their
management group theval ue of thosereturns. They could short-haul
them across the street or across town to the municipa recycling
depot with ahorizontal baler, have them baled there, and then have
them go directly to the processor.

11:30

One of thetrendsthat encourages me on the concept of thisfeefor
service, should it move to the deposit network, is that increasingly
in Alberta small towns there is a move towards combining the
municipal recycling depot with the bottle depot, and | applaud that.
| think it's an absolute natural mix, that will encourage increased
capture and diversion of plastic in the future. The more such
examples like Athabasca we can find, that combine those two under
oneroof —again, | don’t think that’s necessarily the best way to go
in an Edmonton or a Calgary, but in populations certainly under
25,000 and absolutely under 15,000 that looks to me like an ideal
goal for the future, to combine those facilities. That doesn’t mean
we should close one or the other tomorrow, just that the next time
we're ready to open a bottle depot or expand the nature of a
municipal recycling depot, we should examine any opportunity that
we can to combine those services in small-town Alberta.

At any rate, thank you very much. | hopethat my presentation has
helped in some way to put the milk jug into perspective with
recycling.

The Chair: | have some questions. Mr. Lund.

Mr. Lund: Well, thanks, and thanksvery much for the presentation.
I need to know alittle bit more about these different types of plastic.
Y ou mentioned the high quality, which is used for the milk jugs.
Now, we had earlier today —and | don’t know if you were here for
it —apresentation. Of course, thejuicejugiscurrently in the bottle
depot system. Isthere a different plastic in that container?

Mr. Cameron: There may be. Inthe main the juice jugs are high-
density polyethylene, but there are also some polypropylene and
other plastic blends, typically in the smallest of servings.

Mr. Lund: Even if it was in the municipa system, how can the
operator tell the difference between those two?

Mr. Cameron: The emblems for the product content are visible on
all of theseplastics, soit’sjust amatter of educating the staff. Inthe
modern eraif you turn it over, not only isthe jug itself indicated as
to what resin it's manufactured from. If you turn over the majority
of caps, you'll see that the jug may be high-density polyethylene,
that the cap may be another material, including polypropylene or
other. It's a matter of the science of the packaging industry to
determinewhat is the best relationship between the thread set on the
lid and the thread set on the bottle. That's one of the challenges,
quite frankly, for usin the plastic recycling business, that what are
caled rings, caps, and labels tend to represent contamination to the
recycling process.

There are some good-news stories emerging with that form of
contamination. We now have a major recycler in the province of
Alberta who's about to embark on cap, ring, and label recovery,
meaning that they’ll strip those down through the wash and manual
process. They'll be ableto take that material, which was previously
waste going to thelandfill, put it into a gasification unit, use that to
heat thewater to clean thejugsor the bottlesfor recycling. Sowe're
starting to see more of these loop-closing techniques, but again |
can’t overstate thismorning thefact that theindustry and the science
of plastic recycling is continuing to emerge. There arelots of good-
news stories, but | can only project that it sgoing to get better rather
than worse.

I think there’ s much less head scratching going on in the industry
than therewas, say, in 1995, when we saw thefailure of some plastic
wood manufacturers and some large, ambitious plantswent under in
the province of Alberta. We're not seeing that level of failure
anymore. We now have large, successful processors capable of
handling a wide range of these products, provided that they're
separated. So it's a matter of educating the public as to what the
resin content is and educating the collecting system as well. That
would include the bottle depot network, should they take the project
on, and does now include the municipal recycling facility.

Mr. Lund: One more, if you don’t mind, Mr. Chairman. 1 find it
interesting that you raise the i ssue about the cap and that that’ s how
you would identify what type of plastic. | had complaints from
bottle depots that consumers were not taking the cap off and that
they, the bottle depots, were spending extra dollars taking caps off
jugs and that for the return that they were getting, it wasn't worthiit.
| don’'t know. If we educate the consumer to take the cap off, then
how do they tell what kind of plastic?

Mr. Cameron: Wdll, | believethat’ strue: first handler, first choice
for education, always. The further along we move these contami-
nated productsin the recycling chain, whether they contain milk or
cigarette butts or lids and rings, the more costly it isto the industry
to get rid of the contamination. So, absolutely, public education is
key. Our association wishes that it had the necessary funding to
mount that kind of education program. We can only work with
othersin trying to achieve it.

| believe we need to deal with more specificinformationin public
education effortsbroadly. | includeintheretraffic circlesinthecity
of Edmonton. Y ou know, rather than just “drive safely,” we need to
tell people how to get around atraffic circle. For those of you who



September 18, 2007

Resources and Environment

RE-49

grew up in Edmonton, it’snot so much achallenge asfor those who
visit. It's the same thing with recycling. We need to tak to the
people who have it in their hand on the first go-round and are
making the decision. Whether theitemisto bereturned for deposit,
recycled, or thrown in the garbage, we need to get the information
in their hands.

Dr. Swann: Thank you very much for your presentation. We heard
from some presenters that moving milk jugsinto the deposit system
would in fact undermine their own efforts to increase recycling, so
| was pleased to hear about your comments in rural areas, more
particularly where they combine recycling with the bottle deposit
return. What happens, then, to the two fees that you have for
plastics, one for the plastic itself and the other a deposit return if it
was part of the deposit return system? How would you reconcile
both of those, which, in fact, provide incentives?

Mr. Cameron: Yes, indeed they do. That was my comment on the
potential in rural Albertafor fee for service. | can’t tell you in the
examples that are out there now exactly how that relationship has
been brokered. 1 can only presume that it has been an accommoda
tion that worked equally for the solid waste administration, as an
example the town of Athabasca, and the separate and private
organization that runs the bottle depot there. It's not only worked
out nicely enough for them, but Athabascais a small enough town
that depending on the amount of traffic flowing through the facility,
the bottle depot people come over and help with the baling. If they
get abig lineup on Saturday, the people that work for the depot are
over helping in the bottle depot, and they have asystem for account-
ing for whose hours were spent where.

Now, I'm going to suggest without equivocation that such a
system wouldn’t work in acity the size of Camrose, as an example.
Y ou need to have a bottle depot, and you need to have a municipal
recycling system. But they could easily share the same piece of
property or be acrossthe street from oneanother. That would allow
for the easier handling of this baling operation that | was talking
about. | believe that is one of the keys to moving the product from
onesidetotheother. Again, wetake no position on whereit should
be. We just think the implications of moving it from the municipal
system into the bottle depot system need to be examined very
carefully so we understand what the handling protocol would belike
and so on.

Dr. Swann: Thank you.
The Chair: Mr. Hinman.

Mr. Hinman:; Thank you. One of the thingsthat interested me was
that you talked about: the funding needs to come from somewhere.
It sounds like milk jugs have certainly been the backbone of the
funding for some time, the price going up with cardboard and
whatnot. 'Y ou mentioned the problemwith coloured plasticsand the
value not there. Have you ever considered, being the Alberta
Plastics Recycling Association, asking for atax on coloured plastics
and those types of things, that the marketers who want to use and
implement and put that dye in have to pay atax that would make it
adisincentive to try marketing with them?

11:40

Mr. Cameron: That conversation has been around for quite some
time in order to facilitate greater amounts of recycling. | should
indicate here that there are end markets for these products. It's not
like if we pull the plastics from the waste stream in a clean and

uncontaminated fashion, they have no hometo go to. It'sthat the
return is not strong enough to encourage people to recycle that
component all by itself, but it’s back to the landfill, which iswhere
I think part of the funding needs to come from.

| talked earlier about the volume-to-weight ratio of plastics. One
of the things that's not commonly understood in the province of
Albertais that we have one of Canada's best designed landfilling
systems. We have got tougher guidelines and better engineered
landfillsthan virtually every placeinthe country. However, they are
not cheap. Theideathat we can continue to take garbage from the
municipal system and from the ICl and willy-nilly throw it into
landfill a low cost is simply not on any longer. In al of the study
work that I’ ve been involved with involving landfilling, | believe
now that the minimum value of a cubic metre of space in Alberta
landfillsis absolutely at a floor of about $25. Many landfills now
operating in Alberta with synthetic liners or other engineering
componentsthat go beyond the norm may be as high as $75 and $80
acubic metre. If we can slow down the use of that valuable landfill
space, then we have a trade-off in dollars. That's the reason that
theselandfill authorities and commissions arefunding and subsidiz-
ing the depot network.

Now, the samething appliesto all formsof paper. Atagiventime
computer paper typically has the highest value. Cardboard, as you
heard this morning, goes down as low as five bucks, currently
around $100 or $100 and change and has been in my experience as
high as $360 briefly in the late '90s. But there's a tremendous
amount of mixed waste paper that still hasahome for which they get
paid virtually nothing but which the municipal depots continue to
collect without any kind of a levy or a tax or other government
intervention on the side only because their goal is to expand the
recycling rate to increase capture and to do what’s the appropriate
thing for Alberta’s environment. | think we can rely on this depot
network to continue to do so as long as they’ re funded.

If I’ve |left a misconception, please let me correct this. The milk
jug funding is not what's keeping the municipa recycling depot
system going; it's simply one of the sources of revenue. However,
there are very few recycling systems operated municipally outside
the cities of Calgary or Edmonton that do not require subsidy from
acombination of landfill authorities, municipal government, private
grantsand donations, business partners, that sort of thing. If wetake
the milk jug money out of there, what I’'m saying is that there is
about half amillion bucksoutside Edmonton and Calgary that would
instantly go missing, and that rate is climbing. As you probably
heard the AlbertaDairy Council indicate, they are spending moreon
these support programs. As the capture increases through the
existing system, | don’t know what the subsidy rate and the salesrate
for high-density polyethylene would be in 2009 or 2010, but it's
certain to be well beyond a half million dollars within another year
or two.

Mr. Hinman: My supplemental was. you mentioned that the
horizontal baler cost $100,000. | wasn't sure if that was an addi-
tional $140,000 for installation or just atotal price of $140,000.

Mr. Cameron: No. Depending on their capability, power, size,
style of conveyor, the price range for a horizontal baler is between
$100,000 and $140,000 plusinstallation, which typically runs about
$10,000 to $15,000. They require three-phase power, and that may
or may not be available at the next building you decide. Soif you
haveto bringin additional power supply or whatever, all those costs
would bethere. They do require a certain amount of square footage
to operate, so they are a very difficult piece of equipment to
shoehorn into an existing building if you have not contemplated the
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size of this inbound stream. These things are large, clumsy, and
awkward to deal with.

For the most of you who are from rural or suburban ridings, I'm
certain you would have visited your own depot over time, so you
have a picture in your mind of what these facilitieslook like. Very
few of them have space that goes begging. They arein relatively
confined spaces, and most of them have been designed around the
addition of these balers. They tend to be rectangular buildingswith
about one-third, maybe 45 per cent of the building taken up by this
baling operation, which they usefor all forms of paper, al forms of
plastic, and in some cases tin as well.

The Chair: Ms Calahasen.

Ms Calahasen: Thank you very much, Chairman. First of all, |
wanted to indicate that | really believe we have to look at the
recycling of al plastics somewhere aong the way and any contain-
ers. When | look at the information you’ ve provided, you say that
95 per cent of al Albertans had access to municipal recycling in
some form by 2005, and 90 per cent had access to milk jug recy-
cling. My questionis: what isthe percentage of other recycling that
happensto any kind of plastic containersversusmilk jug containers?

Mr. Cameron: I’'m not quite sure that | follow your question.

M s Calahasen: Well, you'reindicating that recycling isimportant;
jug recycling and milk jug recycling are important. It’'s an anchor.
Right?

Mr. Cameron: Yes. Yes.

Ms Calahasen: You'reindicating that if thereis aloss of milk jug
capture, that could cause other forms of plastics capture to stall or
even fall off.

Mr. Cameron: Yes.

M s Calahasen: You indicated that 95 per cent of al Albertans had
accessto municipa recyclingin someform by 2005, and 90 per cent
had access to milk jug recycling. Most accepted arange of plastics
and capture isincreasing in 2007. My question is: if we have the
milk jug capture presently and if you say it's going to fall, what is
the amount or the percentage of other plastic containersthat we now
capture at this stage?

Mr. Cameron: Thank you. | guessyour question is: what plastics
are we recycling in the province of Alberta?

M s Calahasen: What percentage of that, yeah.

Mr. Cameron: Expressed as a percentage of all inbound plasticsin
the province of Alberta, | don’t think that can be quantitatively
stated at the moment, but the 2005 total for plastic capture and
recycling in the province of Alberta from municipal collection
systemsin 2005 was at approximately 11 tonnes. Thetota fromthe
post ICI, or commercial, sourceswas about 17,000. That takesusto
just short of 31,000 tonnes in the province of Albertain 2005. We
believe that all plastic recycling isincreasing at an average rate of
approximately 16 per cent, so we are probably upwards now, by the
close of 2007, of about 40,000 tonnes. We are encouraged by that
number, and we want to seeit go higher.

My reference with the milk jug to other forms of plastic is that of
that 95 per cent of Albertanswho have accessto recycling, somecan

recycle plastic milk jugs but not shopping bags. Some can recycle
shopping bags and milk jugs but not margarine containers. Some
can recycle those three products, but there’ s no acceptance therefor
other rigid plastics, and so on.

WEe'revery encouraged by some of the developmentsover thelast
12 monthsinthe provinceof Alberta. Therewasarecent conference
sponsored by Northern CARE, who I'm sure particularly the
northern members will be familiar with, at which we gave a
presentation about the challenge of making surethat everybody was
recycling the same things and getting together on the marketing of
them. Northern CARE hasvolunteered to identify, first of all, who's
recycling what all across the province of Alberta, which is essen-
tially everybody on highway 16 and north, and then, furthermore, to
work co-operatively with their own membersto say: let’ sget our act
together and make sure that we're all recycling the same thing. |
believe that initiative alone for a significant part of the province's
non-urban population will immediately cause a spike in plastic
recycling, but the good news is that it will cause a spike in other
forms of paper recycling as well because they’re going to say: oh
gee, you guys, you should have been accepting this all along; you
know, we can help you market it.

Thegreat challenge hasbeen that all of these depots popped up all
over the province of Albertain the late '90s and early 2000s, and
they tend to be co-operative in speaking with one another on the
phone and exchanging information about, you know, who' sbuying
this or who's buying that, but there is no central number they can
just phone and say: how can | get rid of this? Then they're faced
with the challenge of getting rid of a very small — even though
they’ re down there burning the midnight oil, collecting as hard as
they can and baling it, in the total recycling picture the product
coming out of atown of 10,000isjust sand intheeye. Butif wecan
combine these various centres, now they can sell al of their plastic
perhaps once a year rather than trying to give away two bales of
plastic when they're sending in a load of cardboard, which is
frequently what happens as the hauler, who is desperate for the
paper, says. well, okay, I'll take a partia load of plastic because |
need the paper.

What we need to do isto make sure that these products are stored,
that thereisregional knowledge of who's got what, and that we can
now get a truck to go out there and get all of that commodity and
take it to the end house rather than bringing the plastic back to a
paper recycler, leaving it in his yard for six months, and then he's
got alittle more of it and movesit on over. We really need to see
thismunicipal network, which, again, hasonly really emerged in the
last 12 or 13 years outside the metro areas, is still maturing, and we
need to get them collecting all the same products. We are very
anxious to see them collect more plastics, a wider spectrum of
plastics, for which we know there are currently homes.

11:50

M s Calahasen: If we take out the milk jugs from the area and put
them into depots, you' re saying, then, that probably will drop off as
you've indicated here? How would we encourage more of the
recycling of plastics?

Mr. Cameron: | think that’smy fear only. | don’t have any way to
prove that because | have no experience in observing another
jurisdiction where we had a municipal depot system exactly like
Albertaand we moved it to a deposit container system. But | think
that we have been able to encourage increased plastic capture by
saying, “ Great job you' redoing with themilk jugs. Canwehelpyou
get other plastics?’ knowing that there’ sfunding on thetableto help
supplement their activities.
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If we take away that component of the funding, there is less
incentivefor themto get aggressivein termsof theselessmarketable
and less desirable plastics in terms of the marketplace. Regardless
of the value of the plastic the emphasis on havingit recycled should
be the same. We should not only be after the highest value com-
modities. That would belike saying: “Well, we' re going to recycle
only computer paper in Alberta, and we're only going to recycle
cardboard as long asit's over 75 bucks. The day it goes under 75
bucks, back to the landfill.” This makes no sense because it costs
more than 75 bucks to put it in most landfills.

M s Calahasen: Thank you.

The Chair: Thank you for that extrainfo, but we' ve got to stick to
beverage containers.

Mr. R. Miller: Well, thank you very much, Mr. Cameron, for your
knowledge and experiencethat you’ ve brought to the discussion this
morning. Having said that, you raise more questions than you
answer, | think. | appreciate that because they’ re questions that |
think we should all be mindful of. Can | paraphrase your presenta-
tion by suggesting that you believe we should be very cautious
before we make what would be a major policy revision in terms of
adeposit program for milk containers?

Mr. Cameron: | think that might be the right paraphrase. | don’'t
think we should fear moving from one to the other, but we should
understand what the costs are: what the social costs are and what the
infrastructure costs are going to be not only for the new system but
for the system that’s left behind. Yes, | think that we need to see
very clearly what all of theseimplications are before the decision is
taken.

Mr.R. Miller: Intheway of asupplement I'll just comment that my
thought to this point isthat given that nobody else has done this yet
in North America, I'm starting to sense that we don't have the
answers to those questions either. You clearly don’t feel that you
do, and I’'m not sure that we do yet.

Mr. Cameron: Well, | think the answersareavailable. | don’t want
anybody to take my comments to indicate that we can’t do this
because we don’t know what will happen. | think what we have to
doisto say: if we wish to do this and we wish to do it because we
believe that it will result in an increased capture rate for the milk
jugs, then we should proceed, but before we do so, let’s find out
exactly how we think the cards are going to fall. That's al my
recommendations are. Let’s find out everything we need to know
before we take it away from one system and move it to the other,
keeping in mind that the system that we have now, while not
achieving the results it was originaly designed to do, is serving
Albertans very well. It's a system which was established through
funding from the province of Albertaand by the encouragement of
Alberta Environment. Once again, | think that with regard to the
jug, it's not working as well as it needs to work, but it is part of a
system that is serving Albertans well.

Mr. R. Miller: Thank you.
The Chair: That endsthe questions. Mr. Cameron, thank you very
much for your presentation.

The committee will reconvene at 1 o’ clock.

Mr. Cameron: Thank you for the opportunity.

The Chair: Thank you.
[The committee adjourned from 11:54 am. to 1:02 p.m.]

The Chair: 1'd like to call the committee back to order. I'd liketo
thank everyone in attendance here today. There are a few little
housekeeping items I'd like to go through. We have two more
presentations to take place this afternoon. 1'd like to advise the
presentersthat they have 25 minutes. Hopefully, it'll beabout a15-
minute presentation. Then we'll allow the committee another 10
minutes to pose questions and receive some answers. 1'd ask that
any cellphones or BlackBerrys be shut off so that they won't
interfere with our meeting.

I’d now like to call upon our next group, which is Canada's
National Brewers, to please come forward. Welcome, gentlemen.
I’d ask you to please commence your presentation by identifying
yourselvesfor therecord, and please go forward with your presenta-
tion.

Canada’s National Brewers

Mr. D’Avignon: Right. Thank you, Mr. Chairman, committee
members. We appreciate the opportunity to be invited to provide
testimony to the committee today with respect to the system in
Alberta. My name is Greg D’Avignon. |I'm the president of
Canada’ s National Brewers. We're an organization that represents
the beer industry on regulatory issuesin the province of Albertaand
across western Canada and Ontario. Joining me today is Neil
Sweeney, the vice-president of corporate affairs for Labatt North
America. Regrettably, given thetight timing that all of usare under,
I think, with respect to thiscommittee hearing, Mr. Peter Kaineswas
unableto attend, but he' s asked meto table aletter, which you'll &l
receive, providing some perspective from his experience.

We want to focus on theissues at hand, and we' re al so aware that
you' veraised someindividual issues, perhaps on the outskirts of the
mandate. Our intent isto provide facts and also some suggestions
on how we can improve the system for Alberta consumers and,
fundamentally, how we can ensure that we protect the environment.

On the surface it's afairly simple system, but in fact in Alberta
it'scomplex. It'scostly. It'salogistical and service business that
hasall kindsof wrinkles. It'sundermined by ineffective and out-of-
date regulation, poor to no enforcement, economic self-interest that
comes at the expense of consumers and the environment, and
ultimately is faced with the same pressures of agrowing population
and economy that other industries face in the province.

Brewers are no different than anyone else that has presented, |
think, to the committee today. We dl have an economic self-
interest. We're economically motivated. However, unlike many
intereststhe brewers’ systemin terms of how we protect and manage
containers has asignificant environmental benefit which happensto
be at risk under the current system.

Just by way of quick background the brewers have recycled and
reused empty beverage containersin the provincesince 1924, in fact
May of 1924. The Silver Spray Breweries, whichisabout 10 blocks
up the street, when it opened four weeks after prohibition, started a
deposit-based take-back system. The brewers looked after those
empty containers from that day forward.

The deposit regulation that came in in the early 1970s was based
largely on the brewers’ program of returning refillable containersto
retailers and nonrefillable containers to the depot system. We paid
feesto acombination of hoteliers, retailers, and 165 bottle depotsfor
over 30 yearsto ensure that consumers had convenient |locations to
take back their empty containers. Again, as| said, we' re economi-
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cally motivated to do so, and I’ ll explain why that isin a moment.

We similarly manage deposit systems based on returning empty
beer bottles and cans in every other province and territory in the
country. In fact, alot of that was based on the original stubby beer
bottle, that you'll remember is anicon in Canada. It was the first
refillable container. The current long-neck container — | brought
some propsal ong becausewhenever you say long neck, peoplebring
different connotationsinto it; it could be a goose or something else
—isanindustry standard refillable container that’ sreused on average
14 times by over 50 breweries across Canada and in Alberta. It's
environmentally beneficial becauseof itsreuse, but alsoit cutsdown
on transportation because it gets returned to the brewery nearest to
where it came back, either the depot or theretailer.

I can give you abit of aquick life cycle asto how this container
works. Mr. Sweeney has got a board that | think has been handed
out to you individually. The container gets reused on average 14
times, up on the top. The full bottles are taken to retalers and
licenseesin hotels across the province. They're sold to consumers,
where they pay a10-cent deposit. The consumer enjoysthe product
down here, and then the containers are returned in unprecedented
levels. This container gets returned more than any other container
inthe province of Alberta, in excessof 92 per cent. However, sadly,
it has dropped from 97 per cent in thelast fiveyears. That container
comes back to retailers and to bottle depots and to bars and restau-
rants acrossthe province. Our trucks pick up those containersfrom
bottle depots at our expense and return them, as| said, to the nearest
brewery, whether it's Big Rock or a smal brewery or a large
brewery.

As you can see, we' ve managed the full life cycle of this con-
tainer, and because we're dropping off full goods and picking up
empties at the same time, often we're doing that with fewer trucks
on the road and |ess greenhouse gas emissions.

As | said earlier, the container gets returned at unprecedented
levels, 92 per cent, and as | said, we want them back. The more
times we can use it, the less cost there is per container. We want to
have the ability to use them and get them back because we' re ajust-
in-time business. For example, if any of you have ever been to a
brewery, the warehouse facility is not much bigger than about twice
the size of this room.

The container is useful for avariety of reasons. If we just had a
single-serve container, we'd have nine times more empty beer
bottles in the province than we do today. It removes 15,000 tonnes
of greenhouse gas emissions because we're refilling that container.
We aso provide a subsidy to smaller brewers to come into the
container, which reducesthe sortsat bottle depotsand, therefore, the
labour cost but also allows small brewers to get into a packaged
product that they can sell into the marketplace, and they can’t do that
unless that subsidy isthere. Again, it's atrue co-op where econo-
mies of scale prevail and keeps costs down.

Mr. Sweeney is going to talk alittle bit about the importance of
that container to their production facility here in Edmonton and in
the country.

Mr. Sweeney: Very briefly, we have a brewery on 99th, and we
employ about 200 Albertans there, not including our distribution
system. ThelSB isincredibly important to that brewery. Itisby far
avery strong cost driver for us. We can keep our costs down to the
consumer by ensuring that our containers come back. The brewery
in Edmonton is the single source of refillable bottles sold by Labatt
inwestern Canada. Our capital and peopl e are dependent on having
the container returned efficiently and at the lowest possible cost.
We are concerned about the increasing inefficiency in the system
here. By way of example, on January 1 our cost of bottleswill go up

somewhere between 15 and 20 per cent based on the rising cost of
glass in the United States. So it's critical for us to maintain a
container return system that's economical and efficient and that
incents the consumers to return our bottles because, quite frankly,
not only do we want them back, but we need them back to keep beer
at areasonable price to consumers.

1:10

Mr. D’ Avignon: That also holdstrueof thecan, whichisapredomi-
nant container of choicein Alberta. We want those containers back
aswell. Aluminumisavaluable commodity intoday’ sworld, where
resources are at apremium. A pound of aluminum isworth about a
dollar. Weusethat scrap metal to subsidize the cost of returning, so
it's atrue what's called extended producer responsibility, or user-
pay, system. So we have an economic motivation, again, to get
those empty cans back to help us defray the cost of managing the
environment.

The other added value, as | said earlier, isthat for recycling cans
it requires 95 per cent less energy to reuse a can than it does to use
avirgin can. In the United States, for example, return rates are as
low as 3 per cent for aluminum cans. In Alberta, again, the brewers
have the highest return rate on cans in the province, at just over 86
per cent. Over thelast five yearsrecycling beer cans has meant that
23,000 metric tonnes of aluminum, or 150,000 metric tonnes of
greenhouse gas emissions, have been averted from landfill and from
our environment.

As| said earlier, the committee has been charged with looking at
anumber of issues. 1'd like to try to sequentially go through some
of those and give you some exampl es of some solutionsto problems
we see and that the committee has addressed but al so some concerns,
thefirst of whichisdeposit levels. Brewers, aswe stated earlier, are
the only container classto exceed the province's standard of 85 per
cent return rates. We've done that for decades, but we're in
jeopardy of falling below that because of some of the inefficiencies
and the lack of convenience for consumersin the province.

We have containers of similar size to other containers in the
marketplace, most notably pop cans. | brought some along today
just to give you a sense of the absurdity of the deposit level. It's
difficult, perhaps, from where you're sitting to distinguish whichis
beer and which is pop, but each of these is a beer and a pop con-
tainer. They're dmost identical containers, and they’re recycled.
The deposit level on pop is5 cents. The deposit level on beer is 10
cents. On average we get a 15 per cent higher rate of return on beer
containersthan we do on pop containers of asimilar type, and that's
consistent not just in Albertabut every province across the country.

It' seven moreimportant for us, again selfishly, from an economic
perspective because a bottle depot hasto do two sorts. They haveto
take apop can and abeer can and put them into separate bags. That
takes more labour, and it takes more time and space. We'd liketo
have the opportunity to mingle all of these cansin one bag. We
would gladly hand over the logistics of that to the ABCRC to
improveefficiencies, but wecan’t because our returnratesare higher
and our deposit levels are higher.

The difficulty we' ve got istwofold. Oneisthat adepot could be
motivated to put a pop can into abeer can bag, and for every 1 per
cent contamination of pop cans and beer cans, brewer and brewer
customers subsidize the soft drink industry by $165,000. We've
seen significant contamination. Just last week, as an example, the
Beverage Container Management Board’'s Handling Commission
Review Pandl met. It'slike a utility hearing, and the evidence was
provided under oath. 1'd ask you to turn your attention to some of
thosetranscripts. What we heard isthat thereisno contaminationin
pop bags, but there is significant contamination in beer bags. What
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it leads me to believe is that either depots aren’t spending as much
time sorting the pop cansfrom the beer cans, and therefore beer isn’t
taking as much labour, but moreover, as| said, there' s an economic
incentive for a bottle depot operator to throw a pop can into a beer
can bag because they get an extra 60 cents per dozen. As| said,
every 1 per cent of pop cans that go into a beer can bag costs beer
consumers in this province $165,000.

The second issue that we talked about — and | generaly call it
servicelevels—isaconcern we' vegot in the province, and that’ sthe
ability for consumers to have convenient locations to return both in
the city and in rural areas.

In British Columbiathereare about 4.1 million people; in Alberta
there are 3.3 million and growing. Five years ago we had in excess
of 340 bottlereturn locationsfor beer containers. Today, sadly, that
has shrunk to 277. In B.C., by comparison, with not many more
containers we have over 1,050 return locations, dmost 4 to 1. We
get higher return rates, and 92 per cent of the population in British
Columbiais within five kilometres of areturn location. In fact, in
B.C. inthelast five years alone we' ve had 400 new return locations
added to the system.

I’ll come to the kinds of locations that people can take containers
back to because, as the ABCRC will tell you and our research tells
you, customer convenience means different things to different
people. Some would prefer to take al of their containers back to a
bottle depot because it’ s convenient; they can drop it al off and get
rid of it. Others would like to take it back where they live. If you
live in an apartment in Calgary or downtown Edmonton, it's easier
to drop them off when you're purchasing other products. Other
people would prefer to throw it into a blue box or throw it into an
dley and let a street person pick it up or whatever it is that's
convenient for them to satisfy their environmenta intent.

We don't have those kinds of optionsin Alberta, and with labour
shortages and land pressures and bylaws depots are increasingly
becoming irrelevant in terms of their ability to service the market-
place. We hear repeatedly of one-hour lineups at bottle depots on
the weekend for consumersto take back empty beverage containers,
and the consequence isthat people arejust giving up. The problem
inurban areas, wherethevast mgjority of thevolumeis, isthat that’s
what’s driving the reduced returns. In rural areas, where | believe
there's a public policy imperative to have the choice to take a
container back to get recycled where | purchased it, you have to
drive in some instances as many as 24 kilometres to take that
container back. It sjust not acceptable, again, from our environmen-
tal perspective and our economic interest, which isthat we want the
container back. So we have tried to look at a variety of different
things to address those i ssues.

The other problem isthat last year there were a hundred million
more containers that came into the system — and we're on track for
that kind of growth again this year because of the robust nature of
the Alberta economy — but we've had the fastest decline in return
rates of any of the western provinces, as | said earlier, with respect
to beer.

Our suggestion isto really look at Edmonton. | know theBCMB
staff, of which I’'m amember of the board, did an analysis of depots
right here in Edmonton. Of the 18 depotsin Edmonton just six of
them are south of theriver, where most of the popul ation growth has
happened over the last number of years. Only four of those depots
are meeting their licence requirement of servicing 40,000 members
of the public. They’ve either been unwilling to move or unable to
move. The consequence is that the average return rate up to about
May of thisyear was 69 per cent, well below the provincial average
and well below the provincia target of 85.

It'sinteresting that the BCMB hired a gentleman by the name of

Bruce Acton to do an economic analysis and review of the bottle
depot system back in 2002. He knows the numbers as well as
anybody in the marketplace and actually applied to open a bottle
depot in the south side not too long ago. Because of the BCMB
bylaws it was regjected. Now, here's an individua who knows the
numbers, knows the system intimately, and is prepared to put his
own risk capital at stake, and the system said no despite the fact that
return rates are below an acceptable level.

Aswe said earlier, we believe the issue is — and we heard it last
week in testimony —that there’ saconcern about competition among
the bottle depots in the marketplace. If you've got a monopoly
system and you add one more person into the mix, you dilute that
monopoly. It's our belief that that concern — and we heard it in
testimony at the Handling Commissions Review Panel last week —
is at the root of the inability to bring new and innovative solutions
to thetable.

Like other markets we would suggest that you open the system up
in the urban areas to competition. Right now a $500 licence often
tradesfor asmuch asamillion dollars. It savery low-risk business.
You often get paid within four and five days. The supplies are
provided by themanufacturers. Thetransportation costsare covered
by manufacturers. Therisk you have is managing your labour pool
efficiently and managing your depot location.

There' sbeen no net loss of depots, and in fact, as you well know,
the best and highest use of land is usually found out in a robust
economy. Bottle depots haven't changed hands. They haven't
turned from a bottle depot into a high-rise apartment or something
else largely because the rate of return we found through the Bever-
age Container Management Board process in 2005 was 15 per cent
after tax. In a low-risk business that's a substantive return.
Moreover, somelarger depotswhich are efficient haveinterna rates
of return by our caculation of as much as 50 per cent. It's a
lucrative business that's enabled by a regulatory licence that
provides geographic protection at the expense of the environment
and the consumer.

1:20

As | said earlier, deregulation of depots in urban centres would
alow for competition. It would alow for innovation. It would
alow for additional types of return locations, like reverse vending
machines, kiosks, or, for example, a depot could enter into a joint
venture agreement with Imperial Oil to pick up containersfromtheir
gas stations around the city and do it in a way that actualy is
innovative to try and get containers back.

The other thing we support is: the person that looked at the
numbers for the Beverage Container Management Board handling
process calls for a flat fee for rural depots to ensure that they're
economically viable. Wesupport that. Back to my comment earlier,
people in rural settings should have the ability to take containers
back to where they purchased them and do it in a fashion that's
convenient. It's better for the environment, it's acceptable for the
consumers, and, from our own selfish interest, we get the container
back.

The committee also islooking at issues of unredeemed deposits.
Onething that concerned meisthat the department indicated that the
brewers don’t report our unredeemed deposits or our financial
information, which, unfortunately, isincorrect. We'reregulated by
both the Alberta Gaming and Liquor Commission as well as the
Beverage Container Management Board. We submit areport that’s
available to the public and to the board and are under the scrutiny
and approval of the Beverage Container Management Board. Part
of that report each year is not only how we operate, but it's also
based on audited statements and financial statements that we must
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supply under the bylaws. We' ve done that each and every year and
had approval of our system each and every year. We're aso
governed by a stakeholder board made up of industry aswell asthe
government of Albertato ensure that the rates are set at appropriate
and reasonable levels. That's to ensure transparency and account-
ability.

I can tell you that 100 per cent of the unredeemed depositsin the
case of the beer industry are used to offset the cost of running the
business. In our case the unredeemed deposits are much lower
because our return rates are higher than the average container in the
province, but as | said earlier, it's a true user-pay system. We
currently have, based on auditors’ advice, about $3 million in
reserve. That'sintended to ensure that if the corporation is wound
up or if the deposit system goes away, we have enough surplusto be
ableto pay out those containersthat are out in the public. 1I'm happy
to make those audited statements available to the committeeif they
so wish.

I'll quickly move on to a couple of other items given the time.
We veaready spoken in part to return rates, but we are significantly
concerned about the falling return rates in the province and want to
ensure that we're doing our best to keep those rates as high as
possible. We've had ahistory in this province of being over 90 per
cent for every container we sell. We'd liketo get back there, and as
| said earlier, we' re economically motivated to do so.

We talked about the fact that we would encourage through a flat
fee more rura depots. We'd open up return to retail. We'd
deregulate urban centres to allow people to compete and provide
innovation to the marketplace. | think you need the licensed bottle
depots to ensure that they’re meeting performance standards, but
remove the irrelevant rules that are in place today which require
depotsto have acertain number of parking spots and aworking sink
and avariety of other thingsthat areirrelevant to the environmental
benefits that they provide.

I won't read it into therecord, but | provided you aletter from Mr.
Peter Kaines, who couldn’t be here. He's out of the country. He
provides a unique perspective because he worked in the beverage
industry for 40 years. Thirty of that wasin the soft drink industry as
the head of Pepsi Bottlers for B.C. and Alberta but a so as the head
of the Canadian Soft Drink Association. He was the founding
member of the ABCRC board astheir chair and is al so sitting asthe
current chair of the Alberta Beer Container Corporation, the two
entitiesthat look after containers. He provides a unique perspective
in terms of the motivations and what can be done in terms of
improving the environmental benefits of the collection system. Il
leave that to your perusal.

The last thing, | think, which is on the minds of everyoneis the
issue of handling fees. | know you' ve heard lots of testimony. The
beer industry is often painted as the bad guysin this scenario, and to
acertain extent it's even more frustrating for the beer industry. The
current handling fees in Alberta are the highest in western Canada
and have been for five years. The regulation calls for the lowest
possible cost, and as | said earlier, we have an interest in trying to
get our containers back as efficiently as we can.

Brewers came into the monopoly depot system, which used to be
a bipartisan negotiation between soft drink and bottles. When the
brewers came in, it became a tripartite system, which enabled two
parties to essentially come to an agreement at the expense of the
third. Our interest was to ensure that we had the facts. In any
monopoly disclosureisimportant. Thecourt found—Madam Justice
Bielby — that there was no basis of sound information to set rates
initially, and they directed the current process we're in, which is a
form of a utility process. We're just about concluding that now.
They found that depots are aregulated monopoly with no choicefor

manufacturers but to sell their containers back to the bottle depots.

The proposed rates back in 2002 would have increased the cost to
beer consumers in the province by $12 million annually with no
environmental benefit. The BCMB board alows for a veto,
according to Madam Justice Bielby, to ensure that the economic
interests at the board table are protected from somebody gouging or
railroading a rate at their expense. As we said earlier, the court
proposed that we go into this utility process fundamentally to get at
sound information on the costs.

To give you a comparison of the handling fees paid in other
provincesfor beer: 28 cents adozen for bottles, 18 cents adozen for
cans in bottle depots, 18 cents a dozen for bottles and cans in
retailers. Albertaretailers are 25 cents a dozen for bottles and 20
centsfor cans. 1t's 30 centsadozen for bottlesin Saskatchewan and
17 and a half cents a dozen for bottles and cans in Manitoba
Albertais aready at 34 cents and, as | said, has additional costs,
which I'll walk through very quickly.

The Chair: Could | ask you to be quick, please?
Mr. D’Avignon: I'll wrap up very quickly.
The Chair: Okay.

Mr. D’Avignon: The costsin Alberta in the last five years are for
the beer industry about $10 million more today than they were in
2001. Part of that isabout amillion dollar cost that weincur to fund
the Beverage Container Management Board. By comparison, in
British Columbia there is no regulatory cost. We' ve had about a
$750,000 increase in costs to handling commissions in British
Columbia; in Alberta we've had an $8.7 million increase in costs.
So combined we've had, as | said, a $750,000 increase in costs in
B.C.,a$10.1 millionincreasein costsin Alberta, and thereturn rates
are dropping faster in Alberta than they are in British Columbia.
We're paying more, the consumer is getting less service, the
environment is getting impacted more, and at the end of the day
we've been in a position where we've had to try to defend the
consumer through making surethat facts come out and are borne out
in the system.

Thelastthing I’ [l leavethe committeewithis: our interestistotry
to drive efficiency in the system. | talked about harmonizing the
deposit and moving our cans over to the ABCRC, but we find
ourselves often in difficult circumstances. I'll table with the
committee some evidence of depot audits that we did in October of
2003. Weaudited cans. There should be 1,800 cansin abag. What
we found in avariety of these audits wasthat in one particular case,
which I'll share with you confidentially — and it was about the
middle of the road — there was a 6.69 per cent shortage. What that
meant was that we pay out $1.54 per dozen for every dozen that are
missing in that bag. If you extrapolate that 6.69 shortage across all
the bags, about 213,000 in the province, the consumer in Albertais
paying $3.2 million to the bottle system for containers that were
never returned.

Borderline fraud is occurring in the province of Alberta, and the
Beverage Container Management Board and the parties involved
have been aware of it since 2003. That same series of auditsthat we
undertook in 2003 found at the bottom of one of the bags, from the
photo you'll see here, what appears to be a couple of shovelfuls of
rock. | can only assume that that's intended to try to offset the
weight differential and the missing cans that were in the bag.

1:30

| don't use the word “fraud” lightly. | can see variationsin the
shortages in the can bags being something that happens, but there's
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a consistency in the shortage that is amost exact in terms of the
number of cans missing in each bag. What's happened in the last
four years to this particular depot that was caught shorting bags?
Well, there' s no financial consequence because we just pay out the
deposit for the containers that are actually returned. In that four
years they’ ve actually had their licence renewed. We did another
audit of that same bottle depot in January of thisyear, and | can say
that they’ reimproving: the shortage of the cansin the bag went from
6.9 per cent, or about 120 cans per bag missing, up to 10.7 per cent,
meaning they were actually shorting even more cans in January of
2007 compared to October of 2003.

The frustration we have as an industry is that there are some bad
operators that are protected because of this regulatory monopoly
that’ s been created through their licence. It'simpacting the Alberta
consumer because they're paying more for a service they're not
getting. The environment is being negatively impacted. As| said
earlier, our own sdlfish economic interest is that we want to get as
many containers back aswe possibly can. We used to get almost 98
per cent of these back in this province. We get 98 per cent in other
provinces. The more we get back, the more utility we have, and we
can reuse and reuse and reuse this container.

As| said, our interest isto try to find efficiencies in the system,
which is what the utility process is doing. We are interested in
finding the facts so that depots can make afair and reasonable rate
of return and, most importantly, that urban depots have the ability to
have the economic wherewithal to stay open to servicerural citizens
in this province.

Lastly, wewould suggest that that innovation needs to take place,
or we' regoing to bein avery significant circumstancein about three
years or four years from now as the population continues to centre
in urban areas that just don't have the capacity to get beverage
containers back. Particularly if milk is one of the containers that
comes into the system you're considering, there just isn't the
capacity or the ability to manage that volume.

Thank you very much. I'm sorry that I’m three minutes over, but
I’m more than happy to take your questions.

TheChair: You' rewelcomefor your three minutes. | guesswerun
different clocks. It'simportant that we hear from —you’re the only
group that wasreally representing from the other industries.

Mr. D’ Avignon: We consolidated from three organi zationsdownto
one to try to save some time.

The Chair: | waslenient in alowing that.
Any questions from the committee? Mr. Miller.

Mr. R. Miller: Thank you, Mr. Chairman, and thank you, Mr.
D’ Avignon, for your presentation. 1, too, have concerns about the
openness and transparency, and as you noted in your presentation,
even the department has made some comment as to their concerns
about that.

| undertook to learn as much as | could about the Alberta Beer
Container Corporation and came up virtually empty-handed. There
isnowebsite. | couldn’t find any annual report. | couldn’t find any
explanation as to the relationship between Canada's Nationa
Brewers and the Alberta Beer Container Corporation. |I’'m wonder-
ing if you could please enlighten us as to what that relationship is
and why it's so terribly difficult to find anything online. Even
Canada's National Brewers comes up with a nice little info piece
that tells me who you are but nothing in the way of what | would
consider to be publicly available information.

Mr. D’Avignon: Sure; more than happy to. I'll step back for a
second. Thebeer industry, as| said earlier, isregulated not only by
the Beverage Container Management Board and the Ministry of
Environment but also the Alberta Gaming and Liquor Commission.
WEe reuniquein the context that everything we do isregul ated, from
distribution to sales to marketing as well as our environmental
returns. We have an obligation under theregulation of the Beverage
Container Management Board to establish what's known as a
common collection agent. When we were brought in in 2001, we
needed to do that, so we created an entity like ABCRC, whichisa
not-for-profit corporation caled the Alberta Beer Container
Corporation. It's aduly incorporated company in the province of
Alberta, and that corporation is responsible to the Beverage Con-
tainer Management Board.

Wefile areport every year and have done so since 2001 with the
Beverage Container Management Board. |I’'m more than happy to
furnish you with those reports. I’'m not aware if they’re onlinewith
the BCMB or not, but that's our obligation under the regulation.

As| said, it's managed by a stakeholder and government board.
I1t's made up of Big Rock, Molson, Labatt, Sleeman breweries. As
well, the Alberta Gaming and Liquor Commission has arepresenta
tive to manage and represent other small brewers that don't have an
interest or import beer containers. As | said, we report to the
Beverage Container Management Board in exactly the samefashion
asthe ABCRC does.

In addition to that, Canada’s National Brewers, as | said at the
outset, is aregulatory association of Molson, Labatt, and Sleeman
breweries. We work with small brewers in other provinces on a
variety of issues, from taxation through to environmental and social
responsibility. We do that in order to provide some economy of
scale both to the companies but also for governments so that you
don't have, as you may have seen today, five or six different
organizations that effectively represent the same interests.

Intermsof therelationship, | have aresponsibility asthe secretary
of the AlbertaBeer Container Corporation. Again, under the bylaws
of the BCMB the ABCC, as it's called, Alberta Beer Container
Corporation, can’t nominate someone to the board of the Beverage
Container Management Board. A space was created for the beer
industry. Sowe had to createthisgroup called the AlbertaBrewers
Association, whichismadeup, effectively, of the samegroup, which
nominated me to the board. We go through a process that's
approved by the BCMB to do that.

So we're, if you will, the victims of regulation in that we' ve got
to set up a variety of different organizations to comply with the
different regulatory requirements we have in the industry.

Again, Mr. Miller, I'm more than happy to furnish thelast four or
five years' worth of annua reports, which includes our operating
report, the bylaws, and the obligations we have and agreementswith
the bottle depots and with our contracted operator, that has been
looking after empty containersfor beer intheprovincefor thelast 40
years.

Mr. R. Miller: Thank you very much for that answer. | would ask
that you make those reports avail able through the chair to the clerk
— is that the correct procedure? — and thereby they would be
available to al members.

Mr. D’Avignon: Whatever is the most convenient for you.

Mr. R. Miller: In theway of asupplementary question, then. You
indicate that all of the unredeemed deposits currently go into the
recycling program. 1'd like a little more explanation as to what
exactly you do with what | understand to be somewherein the area
of $11 million last year in unredeemed deposits.
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Mr. D’Avignon: Yeah. | don't havethe numbersin front of me, but
that is a number significantly higher than | recall. Not unlike the
Alberta Beverage Container Recycling Corporation, effectively it's
a simple model of the costs for each container stream. Beer is
responsible for the industry standard bottle, the Sleeman refillable
bottle, aswell as nonrefillable bottles, often called imports, as well
asbeer cans. Each of those streamsis managed independently. The
costs associated with handling those containers — so the depot
handling fee, thetransportation picking themup, the suppliesthat we
provide to the depot to get those containers back, the administrative
and warehousing space we incur, all of those costs — are applied
against whatever revenues are available to offset those costs.

The quirk with the beer industry and with the liquor industry is
that we haveto report whatever the net isto the Alberta Gaming and
Liquor Commission, which then buildsthat into the cost of beverage
alcohol. It's an internalized cost, unlike the soft drink industry,
whichisan externalized cost. It’'soutsideof the priceto consumers.
That's a regulatory requirement we have through the Alberta
Gaming and Liquor Commission.

I’ll use beer cans as an example because it's the biggest volume
container in our system. Simplistically, the costs, as | said earlier,
are transportation, supplies — for example, we provide boxes for a
limited number of containers that come back — the can bags
themselves. We' ve got warehousing space, administrative space.
WEe've got the transportation cost to pick those up from the bottle
depots and from licensees plus the handling commission we pay to
the bottle depots and to retailers.

Against that cost iswhatever the value of the dluminum isthat is
sold to, in our case, Alcoain the United States. In the case of the
soft drink industry it's sold to Alcan. That auminum plus any
unredeemed deposits is applied against the costs of managing the
system. The net of that — and over the last five years it has fluctu-
ated from a positive to anegative number —then gets put against the
wholesale price of beer under the regulation. The consumer then
sees either an increase or a decrease in the price of beer, depending
upon whatever that net number is.

Mr. R. Miller: Thank you.
1:40
The Chair: Ms Calahasen.

Ms Calahasen: Thank you very much, Chairman. First of al, the
question that | do haveisregarding the difference between B.C. and
Albertain terms of the bottle locations. | think you said that there
were 1,050 in B.C. and 340 in Alberta.

Mr. D’Avignon: Just over 270 in Alberta.

M s Calahasen: What you’ re saying isthat with the high numbers of
bottle depotsin B.C. they have a higher return rate?

Mr. D’Avignon: For beer containers.
M s Calahasen: Can you tell us what the percentage is?

Mr. D’Avignon: Well, our return rates for cans are about 90 per
cent in British Columbiaand about 94 and ahalf per cent for bottles.
They're down alittle bit. The phenomenon is that we've had, as |
said earlier, 400 new locations come in. Some of those are bottle
depots, but some of them are also retail stores. You get abit of this
in Albertaaswell.

If 1 open up anew liquor store, the brewers and the wineries and

thespiritsindustry haveto providetheinitial inventory for that store,
and it getscited asasalein terms of the calculation for return rates.
But, in fact, you never really get that container back because their
shelvesare never empty. If you will, there’ savolume that goesinto
the marketplace that you never realy get back because you're
awaysreplenishingit. So there'sbeen areductioninB.C. andto a
certain extent in Alberta because of that increase in the number of
new stores.

| see Mr. Szumlas sitting behind me. He can probably tell you the
exact number of new stores in the province of Albertain the last
year, butin B.C., for example, we' ve had almost another hundred in
the last year and a bit but 400 over the last four years.

So to answer your question, there are just over 200 government
liquor stores, there are 200 rural retail stores, there are about 600
private retail stores, and then in the province of British Columbia
there are about 170 bottle depots that take beer containers back. Of
those, we have contractual relationships with about 45.

M s Calahasen: Sorry, Chairman; may 1? So in essencewhat you're
saying is that with competition we seem to see a higher rate of
return.

Mr. D’Avignon: Yeah. | can give you an example. We've GIS
mapped British Columbiaand Alberta. It's software where you can
pinpoint the location of return sites, and then aso you can overlay
a variety of different statistical information, consumer behaviour
patterns, transportation, all those kinds of things. You have huge
holesin the province of Alberta, and/or you have bottle depots that
were given out 20 or 30 years ago that are in the wrong location.
That's why the system we had prior to 2001 — we often had, for
example, two hotelsin an areathat were taking containers back and
a bottle depot across the street. We didn’t need the bottle depot
across the street because it was just surplus. It didn’t provide any
additional convenience to the consumer. But when you have more
return locations in an area where people can conveniently take
containers back, that assists in the return rate of containers.
Similarly, we find that case in Ontario as well.

M s Calahasen: Thank you.
The Chair: Mr. Eggen.

Mr. Eggen: Thanksso much. Thanksfor your presentation aswell.
| just wanted some clarification of something that you said earlier
about the application of the revenues from this overal recycling
procedure that you go through, the auminum and the unredeemed
depositsand all this. | heard you say that you apply that against the
wholesale rates of the beer. Could you perhaps just clarify that a
little better for me?

Mr. D’Avignon: Yes, | surecan. It took me two yearsto figure it
out, so you've got 90 per cent of it in about three minutes. Again,
walking back, there are two component parts to the recycling costs.
There's the cost of managing the beverage container, which is
handling fees, transportation, supplies, administration, warehouse
space—let’sfor illustration’s sake say that that’s 10 cents adozen —
and then there’ s revenue that goes against that particular container
type. In the case of the ISB other than unredeemed deposits, which
are relatively small, there is no revenue because we're getting the
container back. We don't get any revenue from selling glass or
materials. So the net cost is going to be the total cost less the
revenue that is generated, in this case from unredeemed deposits.
Let’s say that that number is 5 cents.
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That 5-cent cost is reviewed by the Alberta Beer Container
Corporation board. It takes alook at future assumptions based on
currency fluctuations, based on return rate patterns, based on sales
in the marketplace to try to figure out what the rate should be going
forward because we don’t want to change the rate every few weeks,
ideally once ayear if possible.

Then we have to under the regulation notify the Alberta Gaming
and Liquor Commission and say: “Okay. A case of beer is$10, and
that's what it's going to be sold at to liquor retailers and licensees
and bars and restaurants across the province, which includesthe tax
that the Alberta government collects. On top of that we'll also
collect the 5-cent net recycling fee.” So the cost to the retailer is
going to be $10, which is the cost of the product, 5 cents for the
recycling portion, plus the $1.20 in deposit, 10 cents per container,
and that’ s what the retailer will purchase. They then when they go
and sell it to the consumer mark that up based on whatever their
markup is and charge the consumer the $1.20. Then when the
consumer takesthat back, the depot paysit out, and we pay the depot
within usually four days the deposit plus the handling fee. So that
gives you a sense of how the economic. . .

Mr. Eggen: Yeah. | just was curious, you know, how that differen-
tial might apply across, if that's just a blanket rate that's set for all
of the product that’s going into the store.

Mr. D’Avignon: It's a blanket rate by container type, so the rate
would be one rate for industry-standard bottles, one rate for import
bottles, one rate for beer cans. The same thing applies to wine
bottles or spirits bottles or other container types.

Mr. Eggen: Right. So thereis some measure of the efficiency that
you guys are realizing through your various recycling effortsthat is
being applied back to affect the wholesalerate of the actual product.

Mr. D’Avignon: Yeah. Absolutely. For example, | talked earlier
about how our trucks go out full with goods and pick up theempties.
| didn’t share, because we ran out of time, what often is happening.
We used to go and pick up those bottles, largely bottles because
that's what gets sold in bars, for free, so there was no cost to the
consumer of Alberta. We'd do it and bring them back because the
truck was aready there. What's happened is that now that the
handling fee went up in 2001, bottle depots, not surprisingly, have
a little bit more money in their hands, and they can pay a bar or
restaurant an inducement to get the container.

The best example | can give you — and thisis afactual example.
In Red Deer our transportation company has warehouse space. A
bottle depot comes in from a community about an hour away from
Red Deer, goesto al the bars and restaurantsin Red Deer, picks up
a bunch of these, takes them all the way out, an hour out of town,
and then our truck goes from Red Deer, where they were picked up,
all theway out to pick them up at the bottle depot to bring them back
to Red Deer. So the containers move back and forth four times.
We' ve had to pay 34 centsadozen, and there’ s been no added value
other than the fact that the trucking companies have emitted alot of
greenhouse gases and there are more trucks on theroad. So you get
those kinds of perversionsin this economic model because of the
licensing system that’sin place. It just doesn’'t make any sense.

Mr. Eggen: Thank you.
The Chair: Dr. Swann.

Dr. Swann: Thank you. You're increasingly complexifying the
whole system.

Mr. D'Avignon: I'm sorry.

Dr. Swann: | appreciate knowing how complex it is and your
comments about some of the problems with the monopoly system
and even fraud at some levels and clearly inefficiencies and waste
and environmental consequences.

I have not heard clear conclusions and recommendations for how
we could reconcile two systems that are presently trying to work
together, apart from stronger regulations, perhaps, and deregulation
of some of the depot systems. Can you summarize your key
recommendationsto improve the returns and improve the efficiency
of the existing system?

Mr. D’ Avignon: | surecan. By two systems| takeit that you mean
the Alberta beverage container recycling collection system and our
collection system?

Dr. Swann: That'swhat | mean.

Mr. D’Avignon: Yeah. | mean, the two systems exist, first of al,
for two reasons. Oneisthat we go and pick up beverage containers
fromplacesthat the AlbertaBeverage Container Recycling Corpora-
tiondoesn’'t. Weserviceliquor retail storesand barsand restaurants,
as| talked about earlier. A good portion, infact 23 per cent, of these
containers are sold on-premise, aswecal it, in abar or restaurant or
other, so we're motivated to go to those places and get them back.

1:50

Where there’ s a huge opportunity for efficiency, the first recom-
mendation is to level the deposit rate for pop cans and beer cans.
That will enable us to go to the ABCR and say: “Great. We no
longer have to get adepot to do two sorts. Put them all in one bag.
You can pick them up. You can sell the aluminum in the market-
place, and you’ ve got someleverage now becauseyou’ vegot double
the volume.” What we want to ensure, though, because our return
rates are higher than they arefor soft drinks, isthat there's a proper
audit processin place and that we' ve got a clear accounting for the
revenue and the volume that comes back so that we can be transpar-
ent to beer consumers in the marketplace to ensure, as | just
explained to the member, that the costs are appropriate. So that can
be resolved.

Thesecondissue, as| said, isto deregulate the bottle depot system
in urban areas and largely the highway 2 corridor. There's aready
competition in those areas despite the geographic constraints.
People have trucks and they go out and pick up from a bar or a
restaurant or a school or some other location in the geographic-
controlled area of another bottle depot. Some operators, likealot of
industries, are more efficient than others. But the problem you've
got is that the regulations require that you' ve got this buffer of so
many kilometres. It also requires that you have these arcane rules
around parking spots and things that really don’t bear any basis on
the value of the service that's being provided. Also, it's a system
that’s based on an old model of land economics, which isto go get
5,000 square feet in downtown urban Calgary or Edmonton, which
just isn't economical any longer.

If you deregulateiit, as has been done in other markets, you have
the ability to allow entrepreneursto put their own risk capital at play
and service the public. The value is that for every additional
container they get back, they already haveafixed cost, so their profit
increases on that incremental additional container that comes back.
The other consequence isthat the consumer is better served because
now they’ve got a plethora of opportunities to take their container
back other than having to wait for an hour in line at abottle depot in
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alocation where there may be afraud taking place, which isfurther
increasing the cost of the system itself. So that’s akey, | think.

The other isthat, quite frankly, the Beverage Container Manage-
ment Board functionsfairly well outside of the handling commission
issues because of the economic interests at play. | think it's
commonly misunderstood that there’ s a veto for everything at that
board. Thereisn't. It's just the veto related to handling commis-
sions. We operate asal boards do, on a 50 per cent plus one basis,
and we get some things done. The problem is that because of the
economic interests of the board, the right thing doesn’t often get
done, and that’s why parties like the Bottle Depot Association and
ourselves had to file suit against the BCMB. We had to get an
objective observer to come in and try to get at the core of what the
facts are and what the costs are. We've incurred in our case almost
amillion dollarstrying to advocateto just get some transparency in
the system, and that just isn’t appropriate.

So if you replace the BCMB board with a professional board and
bringin economicinterestslikemyself for thebottledepotsor others
to provide advice to that board on an ongoing basis, that would be
useful, and then decisionswould get made on what isthe lowest cost
to consumers and what’ s the best impact to the environment.

Lastly, we think that you should continue to collect the financial
datafrom bottle depotsin the province of Albertato ensuretranspar-
ency, but aso that becomes the catalyst for how much rural depots
should get paid as, if you will, a stipend to ensure that they're
economically viablein their communities. Asyou know —and many
of you are fromrural ridings—thereisn’t alot of volumein contain-
ersthat go through some places. In fact, the BCMB used to require
that you had to have another business just to subsidizeit. Well, the
industry now isapretty bigindustry. You’'ve heard that $89 million
of deposits flow through it. It's a significant monetary cash-flow
system. WEe've got the means with very little money to be able to
ensure that consumers outside of Calgary and Edmonton and the
highway 2 corridor have accessto return their containers, and if you
provide aflat fee, you'll be ableto do that. | think one concern was
that there was going to be a rush of bottle depots in rural Alberta,
and | say good.

The Chair: Thank you.
Mr. Eggen.

Mr. Eggen: Yes, just very quickly. You said that your bottles go
through so many life cycles. Then what happens to them?

Mr. D’Avignon: Oh, they’ reeither broken or cracked or not usable.
If you've ever been to a brewery, we actually X-ray every bottle
three times in the production line, so checks for inclusions and
potential breaks or chips or whatever it might be. Those get culled
out, and then they get recycled with a glass recycler in the market-
place. It ranges, depending upon the market, anywhere from 1 per
cent to 3 per cent, depending upon whether there’ snew glasscoming
into the system or whether there' s a percentage of glassthat’s been
in the marketplace for some period of time. That all gets recycled
as per the regulation.

The Chair: Mr. Miller.

Mr. R. Miller: Thank you. Mr. D’Avignon, you spoke in your
submission about the stresses put on the system and the declining
rates of return that accompanied the addition of beer containers to
the current recycling stream. | think you touched on it, but I'm
wondering if you could outline whether or not you foresee similar
consequences if we were to add milk containers to the stream?

Mr. D’Avignon: Yeah. | might clarify your comment just a hit.
We' ve always been in the system. | think there’'s a misnomer that
somehow all of a sudden beer came into the depot system. We've
been there for 30 years. Theredlity isthat sales are going through
theroof in beer and pop and wine and spirits, likeall other consumer
goods in this province. The growth in beverage container salesis
outpacing the growth in the economy, and as a result, the return of
containers is outpacing the growth in the economy. You've got a
hundred million more containers coming into the system coupled
with, you know, a10.6 per cent populationincrease. Sothat’ swhere
that pressure’ scoming fromin terms of thevolume. Thereare some
operators that are good at managing that volume and some that are
abysmal at it.

| think what needs to happen if milk gets brought into the system
is that you're going to have more consumers returning more
containers in an aready bottlenecked system. | know that the
committee has been talking about the innovation of opening it up.
For example, the department talked about opening it up to retail. |
would encourage any opportunity you can to return containers to
some infrastructure that’s already in place because the capital cost
of adding anew type of return location may be prohibitive for some.
In other markets there are mixed systems of retail and depots that
work very effectively. In fact, it's embedded in the regulation in
British Columbia. We have aretail system largely. A hundred per
cent of our containers come back in Manitobain the same way.

| made some suggestions. For example, in Michigan, which I've
beento, beverage containersgo back to retail, and largely they’ reput
into reversevending machines. Thisisabig provincewith about 1.5
billion containersthisyear. There'senough economy of scaleto go
out and negotiate with some of the world' s largest reverse vending
machine companies to bring some of those machines into either
liquor retail stores or into grocery retail stores. | don’t know if
you’'ve seen them in grocery stores in Michigan or California or
Oregon. They're very small, convenient, and they can actualy be
arevenue generator. In the case of beer 78 per cent of our consum-
ers buy more beer when they take their containers back, so their
retailer actually benefits by providing that additional service. Not to
speak on behaf of John, who's behind me, but it's good for their
business.

I”’m more than happy to go into more detail, because we operate
systems in every market in the country, but I'll stop because I'm
looking at the clock and the nervous twitching of the chairman.

The Chair: The chairman isn't totally nervous, but you may owe
John some complementary beverage or something later for having
given up some of histime.

Mr. D’ Avignon: I’ ve got enough money in the bank with John that
it might be the other way around.

The Chair: Well, this ends the questions from the committee. I'm
surethat you' ve given uslotsto think about and lotsto work on. So,
Mr. D’ Avignon and Mr. Sweeney, thank you very much for your
presentation.

Mr. D’Avignon: Thanks for your time.

2:00

TheChair: It'smy pleasure to welcome Mr. John Szumlasfromthe
AlbertaLiquor Store Association. Sorry for the delay, sir.

AlbertaLiquor Store Association

Mr. Szumlas: Hello. No problem. Thank you very much, Mr.
Chairman, members of the committee. Asastudent of participatory
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democracy | welcome this opportunity of presenting to the Standing
Committee on Resources and Environment. | bring greetings on
behalf of the 522 members of the Alberta Liquor Store Association,
who, asall of you know, sell beverage containers, so thistopicisone
that is near and dear to our members’ hearts.

Y ou may or may not be aware, but the last time that the deposit
system was modified in this province, | as an officia with the then
Ministry of Environment wasintimately involved in movingit from
2 centsto 5 cents. That was done — | hateto tell you this— closeto
20 years ago.

So let me commence. | recognize the time, Mr. Chairman, and |
appreciate the opportunity to appear before you and the committee.

The Alberta Liquor Store Association, as you know, was estab-
lished in 1994, shortly after the desire, thewisdom, and thetrust that
the government of Albertahad in allowing Albertansto responsibly
retail adult beverages. Itisclosingin now on 14 years, and | think
that by all accounts there’s no one in this province who can stand
before you with any sincerity and say that the system has not
worked. It hasbeen an outstanding success. We have opportunities
for Albertans to acquire and responsibly consume a multitude of
adult beverages that run the gamut in the numbers that have been
placed before you, running to 32,000 different products that have
moved through our warehouse and some 13,000 different products
that are available for sale across the province, so it's been an
outstanding success.

We only sell adult beveragesin individual serving containers, so
we are very much a contributor to the beverage container cycle, and
we feel that we have aneed to come before you to answer the six or
seven questions you pose but also to share with you some of our
experience and some of our understanding with respect to the
challenges that the existing designated administrative organization
faces.

Some of you probably know that | personally have taken a
position for the last number of years that the current designated
administrative organization known as the Beverage Container
Management Boardisdysfunctional. Frankly, | strongly recommend
that a wise decision of the committee is to recommend to the
minister to disband the DAO and make it a subset of an existing
designated administrative organization like the Alberta Recycling
Management Authority, which currently has two or three streams
and some other streams added to it so that the public policy gover-
nance component can be undertaken without the competing vested
intereststhat are very endemic of the challengesthat the BCMB has
faced and will face and continues to face.

Back in 1988, when we approached then the soft drink manufac-
turersto realistically look at the fact that less than half of all of the
containers that they sold on which deposits by Albertans were paid
that they collected, that they administered, that they held, closeto 36
per cent, | believe, if my memory is correct —and | am getting old —
were never redeemed at auniversal depot. We moved from 2 cents
to 5 cents, and instantaneously that collection went back. Some of
you may recall the whole notion of collecting bottles, and | know
that there are afew of you in the room that recall that. When | was
a young child, it was something that | viewed as a tremendous
economic stream. It was predicated on and modelled after the
gopher-tail equation, that the Member for Cardston-Taber-Warner's
father was very much involved in back in the '60s. So Alberta has
along history of good waste management rules. With Mr. Yurko's
appointment as Canadd sfirst minister of the environment beverage
container regulations were put in place, and it worked for the most
part very well.

I know that Mr. D’ Avignon, who can talk circles around me and,
I’'m sure, a couple of others in the room, very much eloquently

articulated that their container bottle for beer worked extremely
efficiently. What's necessary is to underscore that what we have to
focus on arethe public policy objectivesthat are necessary, and that
isto get containers out of the waste stream and allow Albertans to
get their money back. They have no choice. They must pay the
deposit when they purchase, either from one of my membersor from
any other retail outlet.

That’ swhy | strongly recommend, Mr. Chairman and members of
the committee, that in addition to strongly recommending that this
subset of the waste stream should be managed by one governing
board, in this case the Alberta Recycling Management Authority, if
that’ syour wish, you need to ensurethat all beverage containersthat
are sold for single-service purposes or beverage containers have the
same redemption rate. 1t makes no sense for our members to sell
beer and charge a 10-cent deposit on the identical can for the
authorized mix that we' re ableto sdll, for which we only charge a5-
cent deposit. It makesno sensewhatsoever. We want to ensure that
all containers have the same redemption rate, the same deposit rate.

You've heard occasionally the notion of reverse vending ma-
chines. Well, back in 1995, 1996, when the Alberta Liquor Store
Association was moving from a beginning to the next phase, we
approached the government of the time and bodies that were
responsible for this function and said: you know, our research in
jurisdictions across the southern U.S., which has about 18, 19 of
those jurisdictions that allow their residents to retail responsibly
adult beverages, showsthat they haveembracedinnovation, and they
use these reverse vending machines to meet the public policy
objective. What isour public policy objective? To keep it from the
waste stream. Wewant to divert. If that’s our stream, then multiple
access points are critical.

At the commencement of privatization we were mandated by
regulation to take back containers. We were mandated by at that
time the Alberta Liquor Control Board to take back our beer
containers. We did, and we continue to do so. We have about 60
classD. Through an absolute bizarre tale of woe—and | don’t have
enough time to go through that, Mr. Chairman — we were assigned
a designation known as class D beer depot operators. There were
about 140 at the commencement because all retailers viewed that as
a necessary contribution to two points: one, a contribution to the
public policy objective of diversion, and two, to provide conve-
nience and a service to their customers. So we were taking back
their containers. Currently there are only 60 because it is a red
piece of work. We do want to recommend to the chairman and
members of the committee that innovation like reverse vending
machines is something that a body whose interests are not focused
on economic interests but are focused on public policy objectives
can carefully examine.

| also think, you know, that the time for milk exemption is over,
and | think that all beverage containers should be wrapped into the
equation. Albertansarevery, very, very clear in demonstrating that
if you make it worth their while, then they will participate at the
grass roots in accomplishing public policy objectives. Whether it
was in the early '60s or the late '50s, when | went out to harvest
Richardson’s ground squirrels, | made a lot of money at 5 cents a
tail. Providing that there is an economic, realizable incentive, that
stream can be and will be back up to our 90 percentile that we were
at with beer. We can improve our percentile relative to our return
rates on other containers.

2:10

Theissue of unredeemed deposits. You'vehad alot of discussion
on that, and my suggestion to the chairman and the members of the
committee is that it is an issue that should be considered, but it
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should be considered by a dedicated administrative tribunal whose
interests are not economic interests but whose interests are public
policy interests. We do encourage the committee to recommend that
the issue of unredeemed deposits be considered.

The first question that you posed, Mr. Chairman, and then I will
conclude by quickly going through them: is the number of bottle
depots in the province sufficient? 1 laughed when I read the
question. I go: absolutely not. You know, the 215 depots that we
have in this province are identical if not very close to how many
depots we had back in the days when I was in the Legislature
Building working with the Minister of Environment. We need more
depots.

Exemption for milk containers. The time has come. They’ve had
an opportunity to try their volunteer system. We sense that they, too,
will admit that it doesn’t work, so let’s not confuse Albertans any
more than we need to. Ifit’s a beverage container, it falls within the
parameters of the regulation, and it should be handled in the same
fashion.

Deposit levels should be the same. It makes no sense whatsoever
that a soft drink aluminum container has a 5-cent deposit and an
adult beverage aluminum container, primarily beer, has a 10-cent
deposit. It makes no sense. They should all be the same.

Unredeemed deposits. I spoke to that and indicated that it should
be reviewed, but it should be reviewed by a tribunal that does not
have economic interests as their job one.

Service quality. In my opinion — and I speak to my introductory
comments, Mr. Chairman — the Beverage Container Management
Board is dysfunctional. Just thank the members. They tried very
hard, but we should thank them and send them on their way.

The common collection agency. That was created because of the
dysfunctionality of that. Do we need it? I don’t know. Should we
have it? I don’t know. They’re competing interests. Beer recycling
focuses on getting their refillable container. At one point in time in
this province all containers were refillable, whether it was Sicks’
Lethbridge Brewery. I’'m from Taber, so I'm very proud of that.
We used to drink pineapple soda from Sicks’ Lethbridge Brewery,
but we would take our container back to the ALCB outlet or to the
retail operation that sold it.

I will wrap up by saying, Mr. Chairman, that I thank you for this
opportunity. Ilook at my clock. I have consumed 13 minutes, and
I followed the note that the chairman sent: keep it tight and keep it
short. If there are any questions, it would be an honour to answer
them. Thank you.

The Chair: Thank you, John.

Mr. Eggen: Thanks so much for your presentation. It was very
entertaining and useful too. My question is directed to your opinions
about the board. Now, are you suggesting that we, in fact, just
function without that board, or should we change the terms of
reference or governance in how that board conducts itself?

Mr. Szumlas: No. [ think that with the greatest amount of respect
to the chair, Mr. Eggen, the reality is that a single-commodity
designated administrative organization may have had a purpose back
five, 10 years ago, but today, like electronic waste, like tires, like
paint, like used oil, which continues to have a separate entity but
hopefully not for long, the issue is public policy objectives. We
want to maximize an environmentally sound method to capture,
recycle, and reuse certain entities. So giving them new marching
orders, in my opinion, will merely —I heard Mr. D’ Avignon indicate,
you know, a million dollars in lawsuits, and I’m not sure what Mr.
Linton from the Bottle Depot Association may have said relative to

their lawsuit, and I’'m going: “Well, wait a minute. What’s the
public policy objective? What do we hope to accomplish here?”

At the end of the day what we want to do is we want to meet what
Mr. Hinman’s dad’s objective was back in the early *60s: we’ve got
to minimize killing cows. That’s where this all came from. We had
a prize bull that was killed apparently from chewing on some grass
that was collected from a ditch that had a broken beverage container
in it, and that cow died. So the province of Alberta at the time,
under the Socreds, put in place a method to capture and contain junk
along roadsides. Not rocket science, you know.

Mr. Eggen: Thanks.
The Chair: They didn’t teach us that in social 10.

Ms Calahasen: John, thank you very much for an entertaining
presentation but also very informative. I didn’t know that you were
that old.

Mr. Szumlas: I am.
Ms Calahasen: I always thought you were a young buck.
Mr. Szumlas: Oh, thank you.

Ms Calahasen: You’ve been involved in this for a long time. I
remember 1989. We were dealing with this issue for many, many
years, and then we pulled together this BCMB — is that what it’s
called? — the Beverage Container Management Board. We’ve talked
forever about what we need to do in order for us to reduce, reuse,
and recycle. Right? My question to you, then, is: if we have
situations where we’re not doing that, does our policy need to be
changed, or do you think it still meets what we’re trying to do in
today’s market, in today’s world?

Mr. Szumlas: Through the chair to Member Calahasen, the public
policy objective of diverting waste that can be used or reused or
recycled from the waste stream is a very good public policy
objective. The question that the committee needs to look at in its
mandate as providing advice on the review of the regulation is: is
there a better way?

My recommendation, my advice to you, my long-standing
experience in this — I recall the heated debate between 2 cents a
container and 5 cents a container; in fact, it was very heated — is:
“Listen. What we need is a public policy objective. What is the best
way to govern the administrative infrastructure to ensure that we
have viable operations like the 16 charitable depots that are provid-
ing tremendous community service, those entities located in small,
restricted environments, commonly known as rural or isolated
Alberta?” You know, they don’t have a million people at their
doorstep that have some artificial barrier relative to: you can’t put
another depot into it. That’s nonsense. At the end of the day, how
do you embrace innovation and ensure that the public policy
objective is achieved?

My advice to you is to dismantle the current DAO, assign that
responsibility to a DAO that has a broader objective with respect to
ensuring that sound, efficient, transparent, accountable governance
models are put in place, but make sure that everybody pays 10 cents
on their redemption for the deposits for their containers that are the
same size.

Ms Calahasen: Thank you.

The Chair: Mr. Miller.
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Mr. R. Miller: Thank you. John, for a man with your experience
I’'m wondering if you would care to comment on the handling
commissions, which many others have and you didn't.

2:20

Mr. Szumlas: Asyou know, and I’'m surethat in your briefingsyou
have been told, two of us, the Alberta Liquor Store Association and
the Alberta Hotel & Lodging Association, have a shared appointee
to the BCMB. For the first term that individual was from the
Alberta Hotel & Lodging Association, and for this term that
individua is a member of the board of the Alberta Liquor Store
Association. | have probably in my files close to four feet of data
dealing with the dispute, if | can use that expression, relative to the
container handling fee, the time when the government made a
determination that beer containers would become part of the
universal depot system. We came to a very quick, you know,
resolution of the matter with the beer entities to indicate that we
want you to continue to keep the cost of our shelf product down.
Our depot operatorsindicated: well, here’ saresponsible feethat we
need to levy so that we can continue to redeem those containers.
Now they’ ve spent hundreds of millionsof dollars, and I’mgoing:
whoa. You know, it's foolish, unnecessary, and in my opinion it
needsto stop. | think that our chairman and the learned members of
this committee can recommend resolution to this very quickly by
dismantling a body that, in my opinion, by its bylaws make it
impossible for a resolution of the handling fees. | gather they get
along really nice on everything else. Well, at the end of the day |
don’t care about everything else. | care about: how can my member
make sure that the container he sells doesn't end up in a ditch,
doesn’'t end up on a street, and doesn’t end up in a waste stream
that's going to go into alandfill? That's what we need to focus on.

The Chair: Mr. Miller.
Mr. R. Miller: That's okay. Thanks.

Mr. Hinman: Well, thanks very much for the presentation. That
was very good. The first question | have, though, is regarding the
milk containers. In the presentations previously it was referred to
severa times that because of the value in the milk containers, alot
of other recycling is basicaly subsidized from it, whether it's
cardboard because it goes down or shampoo bottlesand whatnot. Is
that an urban or rural myth that you could dispel for us, the fact that
the milk containers are subsidizing alot of other containers? We're
talking about recyclable beverage containers, whichisby far the big
picture, but there are alot of other plastic containers that we' re not
recycling. What's your expertise on that?

Mr. Szumlas: Well, Mr. Chairman, through the chair to Mr.
Hinman, the bottom line is that | see awhole lot of my colleagues
who are spin doctors sitting in the room today. We can spin
anything that you would like. At the end of the day we are talking
about a beverage container regulation, and are we putting a bounty
on that container for apublic policy objective? We put abounty on
the container. Why? Because we want it back.

Now, cross-subsidization. | remember the people from the two
larger manufacturers of soft drinks, you know, both our friendsfrom
Peps and our friends from Coke. They sat in a room over in the
Leg. Building on the third floor, where our officeswere, and let me
tell you how they went on and on about cross-subsidizing water
containers and cross-subsidizing that. | kept saying to them: “But
you only get 32 per cent of your containers back. What are you
doing with the other 68 per cent of the depositsthat | pay and every

other Albertan pays?’ So let’s be frank relative to a public policy
objective, relative to beverage containers.

Right now we' re not talking about other containers, and if there's
apublic policy objective that we wish to get shampoo bottles back,
well, that's a public policy consideration that should be crossed
when we come to that point. Today we' retalking beverage contain-
ers, and anything that contains beverage we should, as we have
stated —you know, we havelegislated that they haveabounty. Let's
make sure the bounty is identical, and then let's put in place a
governance structurethat will ensurethat our redemption ratesdon’t
continue to fall.

I’ve been looking at the 2005-2006 annual report of the BCMB.
| was appalled to see, notwithstanding more containers and more
people, that our redemption rates are lower. 1’'m going: what arewe
doing? Y ou know, that’s got to be awake-up call.

So my advicetoyou, sir, isthat we'll haveto spininaroom. We
can spin some more, but at the end of the day we' retalking beverage
containers, not shampoo containers. We've got a bounty on them.
Why? Because we want to keep them out of the waste stream and
landfills. If that continuesto beour public policy objective, let’ sget
it done. Enough of this, in my opinion, wasting our time standing
before judges and arguing technical pointsof law. I’vegonein, and
they’re sending me briefs about a thousand different variables, and
I’mgoing: “I don’t want to read this stuff. | just want the container
not inthe garbage, period. Make surethat | get my 10 centsback for
beer and hopefully 10 cents back for my pop can when | sitin line
for an hour to find, you know, something.” Why can't we be
innovative? That's my point there.

The Chair: Thank you very much, John. That's the end of the
questions that | have for you. 1'd like to thank you very much for
your presentation on behalf of the AlbertaLiquor Store Association.

Mr. Szumlas: Thank you.

The Chair: I'd liketo thank all the other presenterstoday. That's
the end of our presentations for today. We reconvene again in
Calgary at 1 o’ clock this coming Thursday. Thank you very much.

Colleagues, is there any other business that you wish to raise at
this point in time?

Dr. Swann: | just wanted to make a suggestion for how our
researchers will work with this material. It strikes me that | don’t
know whether we' ve discussed how they're going to put all these
together and come out with some possible scenarios and the
advantages, disadvantages of those various scenarios on the major
questions that we're looking at, but it would make it much more
efficient, | think, for usto seetwo or three scenario changeswith the
advantages and disadvantages of those three or four scenarios,
highlighting the various input that we' ve had.

The Chair: I'll ask Philip if he would like to respond.

Dr.Massolin: Yes. Well, | guessit’s up to the committee to decide
what my instructions would be. | would really appreciate sort of
some specific direction as to what the committee would like to see
from the research component.

Dr. Swann: | guess that my sense, having listened today and done
the reading for the past while, isthat we're talking about some key
decisionsabout increasing rates, consolidating different streamsthat
have been separate, indeed the role of the management board, and
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the addition or continued separate devel opment of the milk contain-
ers. That lendsto, at least, permutations and combinations of four
major policy directions. Someor al of thosewould have advantages
and disadvantages, and it would seem to meto bevery helpful for us
to look at the various economic and political implications of each of
those.

The Chair: Well, if | may suggest at thistime, we have another day
of presentations. We'll al be receiving copies of the Hansard as to
what we' ve heard today. | think that in light of that we' ve got aday
break, it might be a good idea if we can maybe bring this issue up
again on Thursday after we' ve received other presentationstoo. As
we saw today, it took alot of different twistsand turns. It'scertainly
very evident that the various groups have their own interests that
they wish to protect with recommendations, so we' ve got our work
cut out as a committee as we go forward.
Are there any other questions?

M sCalahasen: | think that’ sareally good recommendation because
we do have additional information we'll be getting. But | seealot
more than just the four components, so maybe at that point we'll be
able to come up with a summary of what the areas of interest have
been and what we can then recommend.

The Chair: Also, one cther item I'd like to bring up is that we
received four late submissions. | guess| look for direction from the
committee as to what we should be doing with them. Personally, |
think they should be distributed to all the committee members. We
haven't reached that point in our deliberations where we' re coming
up with recommendations. But it's open for discussion.

Mr. Hinman: We're going to take submissions the next day, so if
we' ve got some, | would consider them not redlly late, just part of it.
So I'd be open to that for sure.

2:30
The Chair: Mr. Lund.

Mr. Lund: Yeah. | would agree with that.
M s Calahasen: Agreed.

The Chair: | guessthe administration is asking: is the 20th the last
day for submissions?

Mr. R. Miller: Well, | was just looking for the same clarification.
When you say that you've got late submissions, that means they
camein after the deadline. Isthat what you're indicating?

The Chair: That’s correct.

Mr. R. Miller: It leads to the question, then, that if one were to
comein thisafternoon or tomorrow morning —exactly what the clerk
is asking — at what point do we say: “That’sit. No more submis-
sions’? | think that’ s something that we shoul d determineright now,

then. If we're going to allow these two, do we allow something
tomorrow morning?

The Chair: Well, as | mentioned, we haven't started the delibera-
tionsyet. Asfar asour recommendations| guessthat all information
is probably good to receive from anyone that's taken the time to
submit it. But | would probably think that by the time we've
finished with our meetings in Calgary, we may have to draw aline
in terms of that we' ve extended it for afairly long period after the
date that we had advertised. Y ou'rein agreement with that?

M s Calahasen: Agreed.

Mr. R. Miller: I guess we have to have aline somewhere.

The Chair: The date of our next meeting.

Mr. Eggen: | just had acomment. It soundslikeyou'regoingto go
over what | was just about to ask: what are the details of us getting
down there and everything?

The Chair: Our next meetingisgoingto takeplacein Calgary. The
Ministry of Environment has provided us with aplaneto be able to
commute from thisend. We are to meet at 10 am. for departure at
hangar 4 at theairport just downtown here, and then we' || reconvene
in Calgary for our presentations on Thursday.

Ms Calahasen: So weleave at 10 am.

The Chair: Yes.

M s Calahasen: Thank you.

TheChair: Now, has everyone confirmed with you, Jody, in regard
to their attendance for the plane?

M sRempel: Everyone has confirmed, and later thisafternoon | will
send something to all members and their staff just confirmingwho's
listed on the manifest and kind of giving you an idea of what to
expect as far as the schedule for the day.

Mr. Lund: | won't beonit. I’'m going to drive.

M s Calahasen: I'll be going.

Ms Rempel: Okay. Thank you.

TheChair: Okay. Withthat, I’ d look for amation for adjournment.
Mr. Griffiths: So moved.

The Chair: Mr. Griffiths. All infavour? Carried. Thank you.

[The committee adjourned at 2:32 p.m.]



