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Legal Disclaimer

This presentation should be wused for informational purposes
only and not construed as legal advice. Individual Producers are encouraged

to consult with their own legal counsel regarding their specific compliance
obligations.

Anti-Trust

U.S. anti-trust laws do apply to this webinar. Please avoid any questions,
discussions, or comments that exchanges competitively sensitive

information, including current or future pricing, discounts, costs, terms of
sale, market allocation, or strategies.
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Working Group Overview

Purpose
e For LPMA Participating Producers to provide input and assist in the development of
the organization’s fee setting and eco-modulation policies.

Outcome:
e Todevelop afee setting policy that guides LPMA for setting EPR program fees in each

jurisdiction.
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Working Group Meetings

October 15

e Fee setting 101
e Overview of draft fee setting principles and the fee setting process
e Eco-modulation overview

November 19

e Updated fee setting principles

e Draft fee setting policy

e Proposed methodology for eco-modulation

December 3
e Discuss revised fee setting policy, based on working group feedback

LPMA
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Signalfire Group

Signalfire Group helps public and private sector organizations around the globe leverage policy to advance
their circular economy goals. Signalfire Group interprets rapidly evolving policy landscapes, monitors
emerging trends, and assesses specialize in extended producer responsibility (EPR) policy, though we have
extensive experience in broad sustainable materials management and circular economy policies.

Our team has decades of experience in recycling and environmental policy in the U.S. and Canada, paired with
a strong operational understanding of the waste and recycling industry, as well as legislative and regulatory
processes. We provide a variety of services and can tailor our expertise to meet your organization’s needs.

Services include:

* Policy and Legislative Analysis and Tracking + Stakeholder Engagement & Recruitment

* Market Research / Assessment & Landscape * Operation and Compliance Support
Analysis *  Program Design/Assessment and Pilot
* Policy/ Legislative Development Implementation

LPMA
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Principles



Draft Guiding Principles for Fee Setting

Consistency
e Common methodology across states; rates vary based on local requirements and costs.

Equity
e Fees reflect actual management costs by product type, size, and recyclability.
o Cost Coverage & True Cost Alignment

Clarity

e Transparent materials and consultations explain how fees are determined
O  No Surprises: Notice of any changes to fee in advance of implementation.

State Compliance
e Aligned with all state mandates, including eco-modulation and targets.

LPMA
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Process for Fee Setting



Determining the $0.56/Gallon Fee

Based on the BC HDPE rate calibrated to gallons and SUSD

Added a 20% efficiency loss due to containers only (no oil)

e Currently the best available information

Based on principles of fee setting

LPMA
| Interchange360
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Target Program Costs Spend

LPMA Fee Distribution
by Function

. Transportation, logistics and recycling
. Collection Points/Drop Off Locations

. Administration & Management

Communications (Awareness,

Agency Oversight QOutreach, etc.)

LPMA
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What is the Intended Purpose of State-
Driven Eco-Modulation?

e Eco-modulated fee setting is a mechanism that adjusts fees based on
the environmental performance of packaging.

e This approach is intended to incentivizes producers to design

environmentally friendly packaging, reducing the impacts to the
environment and human health.

e Fees can either lower producer responsibility dues to incentivize certain

practices or increase producer responsibility dues to deter certain
practices.

LPMA
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Eco-Modulated Fees in EPR for PPP Laws
mmmmm m

Presence of hazardous material
WA Use of post-consumer recycled content CA - Contain toxic heavy metals,

- - Reductions in the amount of packaging material and/or paper products (source pathogens, or additives.
reduction) . .
» Designs and practice that
CcO

WA Enhanced recyclability or commodity values of covered materials increase the cost of recycling,

reusing, or composting materials

VW28 Increased reuse / refill of covered materials™ co . Desigr?s and pre?ctice that disrupt
the recycling of other materials

» Covered materials not on

CA* \W/2% Decreasing / eliminating toxicity

CA VW28 Use of compostable materials minimum recyclable list
CA Labeling to improve consumer behavior / reduce confusion MD » Higher fee for low Recycled
Content

(07: Use of renewable materials

Further rules will be set to
High (relative) recycling rates of covered materials ME incentivize or disincentivize
packaging design

Q
H
H
=z

CA Standardize material to simplify downstream management

* Rules will be set to discourage

A reduction of litter from packaging material materials and packaging design
MN in covered materials with negative

The product-to-package ratio environmental and health impacts

The producer's choice of material OR * PRO may establish further criteria

Life cycle environmental impacts .
» Discourage the use of covered

In'creasing th(? arrllount.s'of inputs derived from renewable and sustainable sources WA materials that are not on the
without reducing its ability to be recycled statewide lists
L P M A *California specifies that compostable materials must not contain toxic additives 23

| Interchange 360 **Reuse/refill criteria varies among statutes. See statutes for additional details






Colorado Eco-Modulation Options

As Colorado's Incentives align with the most common incentives in other
jurisdictions, designing for Colorado will lead to savings elsewhere.

Incentives:
+ High level of postconsumer recycled material use (7)
+ Reductions in the amount of packaging used (5)
+ Innovation and practices to enhance the recyclability (4) or commodity values of
covered materials
+ Design for the reuse or refill of covered materials (4)
+ High recycling rates of covered materials (2)

Disincentives:

+ Designs and practice that increase the cost of recycling, reusing, or composting
covered materials
+ Designs and practices that disrupt the recycling of other materials

LPMA * CDPHE removed the third disincentive of discouraging 'producers from using covered
| interchange 360 materials that are not on the minimum recyclable list' for the LPMA program.
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Colorado Rule Making Process

PROCESS

e Statute requires that by January 1, 2026 and annually thereafter, CDPHE must develop eco-
modulation incentives by rule.

e Stakeholder meetings eco-modulation were held on Aug 20, Sept 3, and Sept 24.
e The public comment period to CDPHE on draft amendments was from Aug 14 to Sept 28.
e Nov 11this last day for written comments to the Solid and Hazardous Waste Commission.

e Draft available here: CDPHERM HAZ S\W - program administration - revised proposed
amendments to section 18 producer responsibility requlations

e [ PMA must follow the eco-modulation incentives approved in the regulations.

LPMA L
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DRAFT Regulatory Text

e No later than October 31, 2026, the PRO and IPP must publish producer dues and guidance for
producers to be able to calculate their total producer dues and reductions to dues from the eco-
modulation bonuses.

e No later than January 31, 2027, the PRO and IPP program must apply the following eco-
modulation bonuses to reduce dues paid if a qualifying material can achieve one or all of the
following benchmarks.

On-Package Sorting Starting Jan 1, 1%
Instruction 2029
Local End Use Benchmark  Effective 1% *  |tem must be on the list or recyclable
immediately *  20% PCR generated in the US
»  Utilized by an end market in CO
Case Study Benchmark On or before 1% *  Must take place in CO or paired with investments in CO
July 1, 2027 *  Bonus accounted for year the final report is published
* Incentive not to exceed the cost of the study
LP M A *Compost incentive of 1% excluded from slide given applicability to LMPA producer packaging. 27
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High Priority

Incentive: Post Consumer Recycled Content (PCR)

Program plan goals for PCR:

*  PCR will be one of the most meaningful & measurable eco-modulation criteria for the LMPA

program.

* This factor is verifiable, measure and applicable.

Material Type PCR by 2030 PCR by 2035
Plastic — Rigid 23.5% 30%
Plastic — Flexible Baseline + 1% Additional 1%
Metal Baseline + 2% Additional 5%
Cardboard/Fiber Baseline + 5% Additional 5%

* PCR thresholds and incentives would vary depending on the material type.

 PCR Would be specific to producer packaging and product design choices within a material category.

* CDPHE draft rules propose an incentive of 1% for products containing 20% PCR.

LPMA
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Medium Priority

Incentives: Reduction; Recycling and Refill Rates;

Malus: Design / Practices that Increase Recycling Costs

Incentives and maluses are measurable.

Reduction measures may include; number of components, product/packaging ratio, average unit
weight. Reduction would be specific to producer packaging and product design choices within a
material category.

Recycling and Refills rates would be applied at the material reporting category as an adjustment to
base dues.

Design / Practices that Increase Recycling Cost would be applied at the material reporting category
as an adjustment to base dues.

Incentive would be granted following a verification process in which eligible producers submit
additional data to substantiate their claims on the stated performance of their selected packaging,
and to ensure risks and fraudulent claims are minimized.

LPMA
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Low Priority

Incentives: Design for Reuse / Refill; Innovations / Practices to Enhance
Recyclability or Commodity Value

* Potential candidates for LPMA bonus prior to the end of the IPP term.

In 2026, LPMA will also begin to collect reuse/refill data from Producer Members for purposes
of progress-reporting in the annual report. Once a baseline is established, and prior to the end
of the current IPP term, LPMA will set specific targets that demonstrate ongoing performance
improvement. At that time, LPMA's system to promote increased reuse/refill will also be
implemented, potentially through eco-modulated PRDs and/or other incentives.

Malus: Designs / Practices the Disrupt Recycling or other Materials

* Listed as a poor candidates for automotive containers.

LPMA
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Discussion



Review Principles for Fee Setting

Consistency
e Common methodology across states; rates vary based on local requirements and costs.

Equity
e Fees reflect actual management costs by product type, size, and recyclability.
o Cost Coverage & True Cost Alignment

Clarity

e Transparent materials and consultations explain how fees are determined
O No Surprises: Notice of any changes to fee in advance of implementation.

State Compliance
e Aligned with all state mandates, including eco-modulation and targets.

Any suggestions on changes to the draft principles?

LPMA
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Discussion:

Policy Assumptions

Producer fees will vary state by state, based on true costs of program operations.
Producer fees will vary by material type according to base programs costs.
Producer eco-modulation incentives/maluses will vary state by state.

An incentive in one area will results in increased fees for all other producers. Likewise, maluses
will result in additional program funds.

Questions

Do producers want to provide greater incentives and/or maluses for any particular eco-modulation
incentive/disincentive and why?

Are there principles that may further support this direction?

At what frequency should LPMA review fees (once/6months at program onset, once/year
thereafter)?

How much notification before activation of changes should be provided?

How much details on the methodology and justification should be provided with fee changes?

LPMA .
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Next Steps

e Deck & Summary to Working Group by COB Friday

e Deck Available On: https://interchange360.com/fee-setting/

e Please Reach Out to Mark Carpenter — mcarpenter@interchange360.com

o Feedback/Suggestions
o Questions
o Schedule a Meeting

LPMA

|, Interchange 360
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Next Meeting

November 19 at 1 pm ET

® Updated fee setting principles
® Draft fee setting policy

® Proposed methodology for eco-moducation

Same Zoom link as this meeting.

LPMA
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Thank you

LPMA
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