


FIRST NATIONS

In consultation with local councils, Indian and Northern
Affairs Canada (INAC), Aboriginal and Northern Affairs
(ANA), MMSM and CBCRA piloted a recycling program
in the neighbouring communities of Chemawawin and
Easterville. Beverage container recycling bins provided
free of charge by CBCRA have been placed throughout
the two communities.

MMSM and CBCRA have developed a Northern Strategy
to promote and expand recycling programs in First Nation,
Remote and Northern Manitoba communities. This com-
munity-based approach will allow communities to receive
funding while gradually phasing in recycling programs.

MMSM participated in several workshops organized
by INAC:

Brokenhead Tribal Council
Island Lakes Tribal Council
Dakota Ojibway Tribal Council
Southeast Tribal Council
Fisher River First Nation

Three First Nations Communities have registered to
participate in MMSM'’s municipal services program.
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LITTER AUDITS

MMSM conducted litter audits in Winnipeg and Brandon in 2010. Key findings can be
found in the charts below:

Winnipeg — 14 Major Categories of Large Litter
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*QOther miscellaneous litter: Misc. paper, misc. plastic, misc. cardboard, misc. paperboard, misc. glass, vehicle
& road debris, tire & rubber debris, construction debris, home articles.

Plastic litter made up 30% of large litter in Winnipeg. Plastic retail bags made up
approximately 1.5% of the plastic litter, ranking 13th in this category. Of note, the
same number of littered paper retail bags were found as plastic retail bags.

Beverage containers (beer, soft drink, wine, liquor, sport drinks, milk, juice and other)
made up 7.6% of the large litter in Winnipeg.
Brandon - 14 Major Categories of Large Litter

35%

30% 30.3%
b
25%
20%
15% 14.2%
10.8%  10.6%
10%
8.5% 7.6%
5.3% 9
5% 4.7%
o
20% - 17%  15%  13%  11% 03
.3%
0%
. —~ = @ @
25 B2 8§ vZ L 52 8 g5 TP & 88 s & &
5 ST Oc (o R7] oD =%} oD Lo c= S o= 1= =3 <
- = [} o© g o= S S o = = @5 E @ =
s s 32 S5 &3 2 8% &= B2 3 £ =
= L o < = o3 rad < 1=
8 S 8 2 a8 £ g g o & 8 2
k%] =2 2 3 3 5 2
= 2 S = = )
E s [=) =
= =
S 2
=
a

*QOther miscellaneous litter: Misc. paper, misc. plastic, misc. cardboard, misc. paperboard, misc. glass, vehicle
& road debris, tire & rubber debris, construction debris, home articles.

Plastic litter made up 33% of large litter in Brandon. Plastic retail bags made up
approximately 0.02% of the plastic litter, ranking 17th in this category.

Beverage containers (beer, soft drink, wine, liquor, sport drinks, milk, juice and other)
made up 10.8% of the large litter in Brandon.
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MMSM is committed to working with
municipalities and community groups on
waste management issues, identifying
their requirements and providing appropri-
ate solutions to increase their effective-
ness and efficiency. Additionally, MMSM
staff provide technical assistance about
recycling to government and non-govern-

ment agencies across Manitoba. MMSM
provides support for participating recycling
programs by identifying best practices 4

and opportunities to improve recycling P .

programs. MMSM provides municipalities v T
with information on end-buyers of recycled
material. 4
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MANAGEMENT DISCUSSION AND ANALYSIS

The past year was a significant period for Multi-Material Stewardship Manitoba, which
commenced recycling operations on April 1, 2010, for all packaging and printed paper
entering the residential waste stream. MMSM had to finalize and have its program plans
implemented prior to this date, including the following: potential stewards consulted and
notified. Material fees assessed and communicated to stakeholders. MMSM built on
the program delivery aspects of the residential collection program established by the
previous program, Manitoba Product Stewardship Corp (MPSC).

MMSM'’s key objectives are to:
Promote Reduction, Reuse and Recycling
Provide stable, long term funding

Ensure that the cost of handling designated materials is reflected in the
steward fees

Research has shown that 85 % of Manitobans already recycle. They simply are not
recycling all that they can. Part of our job is to ensure that we look to find ways to turn
today’s waste into tomorrow’s consumer products.

The priority in Year One was to ensure no slippage from the previous year in the total
amount of material diverted from landfills. MMSM is pleased that during its first
year, the total amount of material diverted from landfill increased by 2% from the
previous year.

The Packaging and Printed Paper Program (PPP) is an extended producer responsibility
model — the stewards — brand owners or first importers of regulated products or packag-
ing, are responsible for the costs of diversion. The amount of material in the market-
place that is available for collection and recycling at the end-of-life is calculated on the
basis of sales into the marketplace.

One of our key performance measures is to plan and ensure that revenue matches
expenses.

There are risks and uncertainties related to ensuring all stewards are captured. Prior
to April 1, 2010, our Steward Services team began contacting and notifying potential
stewards. This work resulted in the registration of over 800 stewards — a substantial
increase from the MPSC program which only dealt with beverage stewards. Efforts are
ongoing to identify “stragglers”, as all stewards who supply packaging into the province
that may end up in the residential waste stream are required to discharge their obliga-
tions under the Regulation (with the exception of those stewards who fall below the de-
minimus). Late registrants are obligated to the beginning of the program, April 1, 2010.

To date, MMSM has collected $9,668,064 in steward and enhanced fees as compared
to the first year budget of $10,149,260 for 2010 obligations.

It is anticipated that the program will cost $12.5M in 2011. A balance of accessibility,
recovered tonnes, and program cost are critical to ensuring a sustainable and well-man-
aged program.

The fee setting model has been adapted from the model used in Ontario. This model
will continue to be updated for Manitoba. One of the key program principles is no cross-
subsidization between materials.
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The MMSM program is an integrated model — promotion and education, technical sup-
port to municipalities, steward services, waste and litter audits, and the Continuous
Improvement Fund; all are designed to work together to recover the most tonnes of ma-
terial at the lowest possible cost. Program efficiency and effectiveness are key internal
drivers as part of this integrated approach.

The Continuous Improvement Program (CIP) is one program that has been developed
to drive effectiveness and efficiency. CIP funds were used to conduct assessments of a
few material recycling facilities (MRFs) to identify the potential for better processes, to
improve recovery, and to increase revenue from recovered material.

One of the primary objectives is to divert materials from landfills to “3R” alternatives,
and to have these related costs borne by the producers and consumers of the waste.
Our strategy is to provide an effective collection infrastructure that is accessible to all
Manitobans. The Blue Box is the most convenient and cost effective mechanism for de-
livering this service for printed paper and packaging. Currently over 91% of households
in the province have access to recycling, either through curbside pickup or depots.

Municipal participation is voluntary and the entire model is based on a shared respon-
sibility approach with industry stewards paying 80% of the net costs; municipalities pay
20% of the net costs but have almost complete control of the service level. Participating
municipalities can self-manage or sub-contract their recycling programs and can choose
to market their own material or have their contractor do this.

Net cost formula:
gross municipal program cost
— revenue from the sale of material

+ municipal admin and Promotion and Education

= net program cost

Cost control and cost management will be a major focus for MMSM in 2011 and
beyond. MMSM is beginning to build a reserve fund to provide sustainable operating
cash flow for the business.

An enhanced fee was collected on single-use plastic bags and beverage containers in
2010 to address the stand alone targets placed on them in the Guideline accompany-
ing the Regulation passed by the Manitoba Government. MMSM has and will continue
to track these enhanced fees separately from regular PPP fees. For the nine months of
operations in 2010, these funds amounted to $183,981 and $381,279 respectfully. At
the end of 2010, $118,109 remained in the plastic bag fund and $374,349 in the bev-
erage fund. As CBCRA has taken on the responsibility for beverage container recovery
and meeting the government mandated target of 75%, MMSM will discontinue the en-
hanced fee on beverage containers in 2011. The remaining funds in the beverage fund
will be used for beverage specific initiatives, quite likely in collaboration with CBCRA.

The MMSM recovery program includes 13 materials. Consideration will be given to
expanding the list of eligible materials as technologies and markets are developed for
other materials.
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INDEPENDENT AUDITORS’ REPORT

To the Members of
Multi-Material Stewardship Manitoba Inc.

We have audited the accompanying financial statements of Multi-Material Stewardship
Manitoba Inc., which comprise the balance sheet as at December 31, 2010 and the state-
ments of operations, changes in net assets and cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information.

MANAGEMENT’S RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

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

AUDITORS’ RESPONSIBILITY

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with Canadian generally accepted auditing standards.
Those standards require that we comply with ethical requirements and plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditors’
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditors
consider internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the circum-
stances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies
used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained in our audit is sufficient and appropri-
ate to provide a basis for our qualified audit opinion.

BASIS FOR QUALIFIED OPINION

Due to the self-registration of participants in the stewardship program, the completeness
of revenues is not susceptible to satisfactory audit verification. Accordingly our verification
of these revenues was limited to the amounts recorded in the records of the organization.
We were unable to determine whether any adjustments for unrecorded revenues might be
necessary to steward fees, excess (deficiency) of revenue over expenses for the year,
accounts receivable and net assets.

QUALIFIED OPINION

In our opinion, except for the possible effects of the matter described in the basis for quali-
fied opinion paragraph, the financial statements present fairly, in all material respects, the
financial position of Multi-Material Stewardship Manitoba Inc. as at December 31, 2010
and the results of its operations and its cash flows for the year then ended in accordance
with Canadian generally accepted accounting principles.

&hq/t \d ?M ALF
Winnipeg, Canada, //

May 18, 2011 Chartered Accountants
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MULTI-MATERIAL STEWARDSHIP MANITOBA INC.
BALANCE SHEET

As at December 31

2010 2009
$ $
ASSETS [note 5]
Current
Cash 4,538,922 1,125
Accounts receivable 285,339 12,500
Prepaid expenses and deposits 20,631 —
Total current assets 4,844,892 13,625
Capital assets [note 4] 4,154 —
4,849,046 13,625
LIABILITIES AND NET ASSETS
Current
Accounts payable and accrued liabilities 4,313,705 212,039
Industry advance contributions — 205,000
Total current liabilities 4,313,705 417,039
Net assets
Unrestricted 535,341 (403,414)
Total net assets 535,341 (403,414)
4,849,046 13,625

See accompanying notes

On behalf of the Board:

At Itosen

Director Director
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MULTI-MATERIAL STEWARDSHIP MANITOBA INC.

STATEMENT OF OPERATIONS

Year ended December 31
2010 2009
$ $
REVENUE
Steward fees 9,668,064 —
Other revenue 1,752 937
9,669,816 937
EXPENSES
Municipal programs
Municipal support payments 6,833,781 —
6,833,781 —
Program implementation 268,015 108,223
Program development — 227,959
Program delivery 626,100 —
Stewards services 320,851 =
School funding 180,000 —
Promotion and education 201,532 25,340
Continuous improvement process 51,265 —
Administrative and corporate expenses 164,432 17,910
1,812,195 379,432
Enhanced programs
Beverage recovery 18,717 —
Plastic bags 66,368 —
85,085 —
8,731,061 379,432
Excess (deficiency) of revenue over
expenses for the year 938,755 (378,495)

See accompanying notes
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MULTI-MATERIAL STEWARDSHIP MANITOBA INC.

STATEMENT OF CHANGES IN NET ASSETS

Year ended December 31
2010 2009
$ $
Balance, beginning of year (403,414) (24,919)
Excess (deficiency) of revenue
over expenses for the year 938,755 (378,495)
Balance, end of year 535,341 (403,414)

See accompanying notes
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MULTI-MATERIAL STEWARDSHIP MANITOBA INC.
STATEMENT OF CASH FLOWS

Year ended December 31

2010 2009
$ $
OPERATING ACTIVITIES
Excess (deficiency) of revenue over expenses
for the year 938,755 (378,495)
Add item not involving cash
Amortization of capital assets 462 —
939,217 (378,495)
Changes in non-cash working capital balances
related to operations
Accounts receivable (272,839) —
Prepaid expenses and deposits (20,631) —
Accounts payable and accrued liabilities 4,101,666 171,232
Cash provided by (used in) operating activities 4,747,413 (207,263)
INVESTING ACTIVITIES
Purchase of capital assets (4,616) —
Cash used in investing activities (4,616) —
FINANCING ACTIVITIES
Industry advance contributions received (repaid) (205,000) 15,000
Cash provided by (used in) financing activities (205,000) 15,000
Net increase (decrease) in cash during the year 4,537,797 (192,263)
Cash, beginning of year 1,125 193,388
Cash, end of year 4,538,922 1,125

See accompanying notes
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MULTI-MATERIAL STEWARDSHIP MANITOBA INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

1. BUSINESS ORGANIZATION AND OPERATIONS

Multi-Material Stewardship Manitoba Inc. [“MMSM”] is a not-for-profit industry-funded
corporation, established in accordance with the Packaging and Printed Paper Stewardship
Regulation [Man. Reg. 195/2008] pursuant to The Waste Reduction and Prevention Act.
MMSM was formally incorporated as a non-share capital corporation in December 2006
under The Corporations Act of Manitoba for the purpose of developing, implementing and
operating waste diversion programs for designated packaging and printed paper in the
Province of Manitoba. The stewardship program commenced operations on April 1, 2010
and is exempt from income taxes under Section 149 of the Income Tax Act (Canada).

2. SIGNIFICANT ACCOUNTING POLICIES
The following is a summary of significant accounting policies of MMSM:
[a] Basis of accounting

These financial statements have been prepared in accordance with Canadian
generally accepted accounting principles.

[b] Revenue recognition

Steward fees are recognized as revenue as stewards register with MMSM and report
tonnages.

[c] Recycling support payment to municipalities

Recycling support payments to municipalities are paid to registered Manitoba
municipalities based on the tonnage of eligible materials delivered to an approved
recycling facility as reported by the municipalities to MMSM.

[d] Capital assets and amortization
Capital assets are recorded at original cost less accumulated amortization.

Amortization of furniture and equipment is recorded on a straight-line basis of
20% over the assets’ useful lives.

[e] Use of estimates

The preparation of financial statements in accordance with Canadian generally ac-
cepted accounting principles requires management to make estimates and assump-
tions that affect the reported amounts of assets and liabilities at the date of the
financial statements, and reported amounts of revenue and expenses during the
reporting period. Actual results could differ from management’s best estimates as
additional information becomes available in the future.

[f] Financial instruments and risk management

The Canadian Institute of Chartered Accountants [“CICA”] Handbook Section 3861,
“Financial Instruments - Disclosures and Presentation”, requires that all financial
instruments be classified into one of the following five categories: held-for-trading,
held-to-maturity investments, available for-sale financial assets, loans and receiv-
ables, and other financial liabilities.
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MULTI-MATERIAL STEWARDSHIP MANITOBA INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

MMSM'’s assets and liabilities are measured as follows:
Cash as held-for-trading and is carried at fair value.

Accounts receivable are classified as loans and receivables and are initially measured
at fair value and subsequently carried at amortized cost.

Accounts payable and accrued liabilities are classified as other financial liabilities and
are initially measured at fair value and subsequently carried at amortized cost.

The carrying values of cash, accounts receivable and accounts payable and accrued
liabilities approximate their fair values due to the relative short periods to maturity of
these items or because they are receivable or payable on demand.

Management has established policies and procedures to manage risks related to finan-
cial instruments, with the objective of minimizing any adverse effects on financial perfor-
mance. Unless otherwise noted, it is management’s opinion that MMSM is not exposed
to significant interest rate, currency or credit risks arising from its financial instruments.
A brief description of management’s assessments of these risks is as follows:

[i] General objectives, policies and processes:

The Board of Directors and management are responsible for the determination of
MMSM'’s risk management objectives and policies and designing operating process-
es that ensure the effective implementation of the objectives and policies. In gen-
eral, MMSM measures and monitors risk through preparation and review of regular
reports by management.

[ii] Credit risk:

Financial instruments potentially exposed to credit risk include cash and accounts
receivable. Management considers its exposure to credit risk over cash to be remote
as MMSM does not hold any financial instruments outside of cash in its bank ac-
count held for trading. Accounts receivable are not significantly concentrated and

are monitored regularly for collections. The carrying amount of accounts receivable
represents the maximum credit risk exposure.

3. CAPITAL MANAGEMENT

Capital consists of the net assets, which are managed in accordance with policies estab-
lished by the Board of Directors. MMSM'’s objective when managing its capital is to safe-
guard its ability to continue as a going concern. There are no externally imposed capital
requirements.

4. CAPITAL ASSETS

Capital assets consist of the following:

2010 2009
Cost Accumulated Net book Net book
amortization value value
$ $ $ $
Furniture and equipment 4,616 462 4,154 —
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MULTI-MATERIAL STEWARDSHIP MANITOBA INC.
NOTES TO FINANCIAL STATEMENTS

December 31, 2010

5. CREDIT FACILITY

MMSM has a $900,000 revolving facility convertible to a reducing term facility on April
30, 2011 which was not utilized during the year [2009 - nil]. Interest is payable at bank
prime plus 0.85%. MMSM has provided a general security agreement on all personal
property of MMSM as collateral for the credit facility.

6. COMMITMENTS

[a] A program management services agreement is in place with StewardEdge Inc. to pro-
vide various administrative and communication tasks to MMSM until March 2012 at
a monthly amount of $99,587. During the year, StewardEdge Inc. provided staffing,
information technology, communication, program establishment and administrative
services to MMSM for total remuneration of $946,951.

[b] MMSM has entered into an operating lease for its premises for a total commitment
of $333,700. Future minimum annual lease payments over the next five years are

as follows:
$
2011 71,500
2012 71,500
2013 71,500
2014 71,500
2015 47,700
333,700

7. FUTURE CHANGES IN ACCOUNTING POLICIES

In November 2010, the Accounting Standards Board of the CICA issued Part Il of the
CICA Handbook that sets out the accounting standards for not-for-profit organizations
that are effective for fiscal years beginning on or after January 1, 2012, with an option
to early-adopt. MMSM is currently evaluating the impact of these standards.
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