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BRITISH COLUMBIA USED OIL MANAGEMENT
ASSOCIATION

{Operating as Interchange Recycling)
MNotes to Financial Statements (continued)

Year ended December 31, 2023

1. Significant accounting policies (continued):

{c) Cash and cash equivalents:

Cash and cash equivalents include cash on hand and short-term deposits, which are
highly liguid with original maturities of less than three months from the date of acquisition.

(d) Property and equipment:

Property, plant and equipment are stated at cost, less accumulated amortization.
Amortization is provided using the following methods and annual rates:

Asset Basis Rate

Computer software Straight-line S years
Furniture and fixtures Straight-line S years
Leasehold improvements Straight-line S years

Assets are not amortized until available for use. The carrying amount of an item of property
and equipment is tested for recoverability whenever events or changes in circumstances
indicate that the carrying amount may not be recoverable. An impairment loss is
recognized when the asset’s carrying amount is not recoverable and exceeds its fair value.

(e) Financial instruments:

The fair value of a financial instrument on initial recognition is normally the transaction
price, which is the fair value of the consideration given or received. Subsequent to initial
recognition, the fair values of financial instruments that are quoted in active markets are
based on bid prices for financial assets. Transaction costs on financial instruments are
recognized at fair value when incurred.

The Asscciation's financial assets include cash, accounts receivable and investments.
Cash and accounts receivable are initially recorded at fair value and subsequently
accounted for at amortized cost using the effective interest rate method. Investments in
guaranteed investment certificates are recorded at amortized cost and other investments
are recorded at fair value. Unrealized gains and losses, dividends and interest income are
included as investment income in the statement of operations. The Association’'s financial
liabilities include Rl and RCF incentives payable and accounts payable and accrued
liabilities. All financial liabilities are initially measured at fair value, and subsequently
accounted for at amortized cost using the effective interest rate method.
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BRITISH COLUMBIA USED OIL MANAGEMENT
ASSOCIATION

{Operating as Interchange Recycling)
MNotes to Financial Statements (continued)

Year ended December 31, 2023

1. Significant accounting policies (continued):
{e) Financial instruments (continued):

All derivative instruments, including embedded derivatives, are recorded at fair value
unless exempted from derivative treatment as a normal purchase and sale. The
Association has determined that it does not have any derivatives and has not entered into
any hedge transactions.

Financial assets are assessed for impairment on an annual basis at the end of the fiscal
year if there are indicators of impairment. If there is an indicator of impairment, the
Association determines if there is a significant adverse change in the expected amount or
timing of future cash flows from the financial asset. If there is a significant adverse change
in the expected cash flows, the carrying value of the financial asset is reduced to the
highest of the present value of the expected cash flows, the amount that could be realized
from selling the financial asset or the amount the Society expects to realize by exercising
its right to any collateral. If events and circumstances reverse in a future period, an
impairment loss will be reversed to the extent of the improvement, not exceeding the initial
carrying value.

{f)  Use of estimates:

The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenditures during the year. ltems subject to estimates and
assumptions include the estimated useful lives of property and equipment, collectability of
accounts receivable, estimates of return incentives and return collection facilities
incentives paid for ineligible containers, and accruals for EHC fees not submitted to the
Association by the registrant until the following year. Actual results could differ from these
estimates.
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BRITISH COLUMBIA USED OIL MANAGEMENT
ASSOCIATION

{Operating as Interchange Recycling)
MNotes to Financial Statements (continued)

Year ended December 31, 2023

1. Significant accounting policies (continued):

{g) Allocated expenses:

Unless specifically related to a program or administrative activity, the Association allocates
certain expenses by determining management's best estimate of resources spent on
program activities and administration activities each year.

The following costs are split 80/20 to Administrative costs and Program costs, respectively:

¢ Executive Director contract
¢ Other contract staff
¢ |legalfees

2.  Accounts receivable:

2023 2022

EHC receivable $ 3501972 3 :
EHC accrual 801,131 4124086
Other accounts receivable 125,073 589,006
Due from U.S. partners 288,789 =
$ 4,716,965 $ 4,713,092
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BRITISH COLUMBIA USED OIL MANAGEMENT
ASSOCIATION

{Operating as Interchange Recycling)
MNotes to Financial Statements (continued)

Year ended December 31, 2023

3. Short-term investments:

Investment income (loss) is comprised of the following:

2023 2022

Interest income N 14,414 N 4,472
Dividend income 127,170 45,140
Gain (loss) on equity investments 809,127 (731,444)
Investment fees paid (72,515) (73,476)
$ 878,196 3 (755,308)

The Association has funds invested in Canadian and International equities and guaranteed
short-term investment certificates (GIC) with fixed interest rates maturing as follows:.

2023 2023 2022 2022
Qriginal cost Fair value  Qriginal cost Fair value
Dynamic Preferred Yield Class
Sr Fund $ -3 -3 825202 $ 783,621
Fidelity Asset Allocation
Private Pool 1,352,324 1,570,363 1,268,137 1,453,262
Fidelity Global Asset
Allocation Fund 2,044,781 2,255,936 1,996,453 2,016,338
Fidelity Global Growth & Value
Fund 763,767 1,236,674 719,175 1,009,503
Fidelity Global Innovators 323,824 322,094 313,756 219,108
Fidelity Canadian Large Cap
Fund 913,394 1,031,637 1,187,509 1,373,274
Fidelity Market Neutral
Alternative Fund - - 900,000 883,838
Fidelity Multisector Bond Fund 1,322,286 1,296,525 = =
Harvest Healthcare 67,020 80,300 73,615 82,200
PH&N High Yield Bond 327,306 305,967 327,306 297,609
RBC Core Plus Bond Pool
Fund 1,772,261 1,617,717 2,014,574 1,766,874

$ 88860963 % 09717213 § 9625727 § 9885627
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BRITISH COLUMBIA USED OIL MANAGEMENT
ASSOCIATION

{Operating as Interchange Recycling)
MNotes to Financial Statements (continued)

Year ended December 31, 2023

4. Property and equipment:

2023 2022

Accumulated Net book Net book

Cost amortization value value

Computer software $ 197,750 % 140,530 $ 57220 $ 96,770
Furniture and fixtures 19,748 17,115 2,633 6,583
Leasehold improvements 7,386 3,939 3,447 4,924
3 224884 % 161,584 $ 63,300 % 108,277

5. Return incentives and return collection facilities incentives payable:

2023 2022

Rl payable $ 1,378,814 3 298,197
Rl accrual 509,815 934,651
RCF accrual 331,552 426,000
$ 2220181 $ 1,658,848

6. Accounts payable and accrued liabilities:

Included in accounts payable are government payroll remittances payable of $1,076 (2022 -
$2,932) related to payroll remittances on Directors’ fees and Staff salaries.

10
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BRITISH COLUMBIA USED OIL MANAGEMENT
ASSOCIATION

{Operating as Interchange Recycling)
MNotes to Financial Statements (continued)

Year ended December 31, 2023

7. Commitments:
The Association office lease agreement expires April 30, 2026. The Association currently
subleases part of the office space to offset its net cost. The commitment noted below is before
the sublease amounts.

The estimated minimum annual payments required under the lease agreement until expiry are

as follows:

2024 3 147 564
2025 147,564
2026 49 188

S 344,316

8. Ineligible containers:

The RI paid for used oil containers may include payments for ineligible containers from related
products such as windshield washer fluid and fuel or oil additives. Containers for these products
are currently excluded from the Association's program.

Since the containers are generally made of the same plastic as used oil containers, there is
limited economic or environmental benefit in separating these containers from the used oll
containers waste stream. There are also additional costs related to segregating these materials.
On account of these factors, the Association has elected not to strictly enforce the removal of
these containers in Rl payments.

Based on studies performed by independent consultants, the Association has determined that
the percentage of ineligible containers is approximately 10% (2022 - 10%) by weight. This
percentage is used to estimate the amount spent on ineligible plastics. The estimated amount
for the year ended December 31, 2023 is $328,000 (2022- $333,000).

11
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BRITISH COLUMBIA USED OIL MANAGEMENT
ASSOCIATION

{Operating as Interchange Recycling)
MNotes to Financial Statements (continued)

Year ended December 31, 2023

9. Allocated expenses:

Total expenses allocated between program costs and administrative costs were as follows:

Administrative
December 31, 2023 Program costs costs Total

Management and administrative contracts § 203,721  $ 743734 $ 947 455
Legal fees 371,208 199,647 570,853

$ 574927 $ 943381 S 1518308

Administrative
December 31, 2022 Program costs costs Total

Management and administrative contracts § 143,381 & 576,129 % 719,510
Legal fees 130,366 178,995 309,361

$ 273,747  § 755124 $ 1,028,871

10. Financial risk management:

(a) Market risk:

Market risk refers to the risk that the fair value or future cash flow of the Association’s
financial instruments will fluctuate because of changes in market prices. The Association is
exposed to market risk with respect to its investments. Accordingly, the value of these
financial instruments will fluctuate as a result of changes in market prices, market
conditions, or factors affecting the net asset values of the underlying investments. Should
the value of the financial instruments decrease significantly, the Association could incur
material losses upon disposal of the instruments. This risk is mitigated by diversification of
portfolio holdings amongst different asset classes and by holding investments with varying
maturity dates and a variety of issuers.

12
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BRITISH COLUMBIA USED OIL MANAGEMENT
ASSOCIATION

{Operating as Interchange Recycling)
MNotes to Financial Statements (continued)

Year ended December 31, 2023

10. Financial risk management (continued):
(b) Credit risk:

Credit risk refers to the risk that a counterparty may default on its contractual obligations,
resulting in a financial loss. The Association is exposed to credit risk with respect to
accounts receivable and investments. However, the Association is not exposed to any
significant concentration of credit risk due to its large registrant base. Management
monitors its accounts receivable regularly and provides for any amounts that are not
collectible in the allowance for doubtful accounts (note 2). The Association manages credit
risk for its investments by maintaining them with Chartered Schedule | banking institutions
and ensuring they are invested in accordance with the Association’s Statement of
Investment Policies and Procedures.

{(c) Liquidity risk:

Liquidity risk is the risk an entity will encounter difficulty in meeting its cobligations. The
Association manages its liquidity by monitoring its expenses, working capital and capital
expenditures. The Association primarily meets its liquidity requirements through the EHCs
and registration fees it earns. Operating shortfalls in cashflows occcasionally arise due to
unforeseen events. Investments and investment income are internally restricted to cover
the cost of unforeseen claims and events. The Association prepares budget and cash
forecasts to ensure it has sufficient funds to fulfill its obligations. The Association expects
to continue to meet future requirements through these sources.

There are no changes in risk exposure from the prior year.

11. Comparative amounts:

Certain comparative amounts have been reclassified from those previously presented to
conform to the presentation of the 2023 financial statements.

13
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GREEN - HORWOOD @ CO-LLp

CHARTERED PROFESSIONAL ACCOUNTANTS

BRITISH COLUMBIA USED OIL MANAGEMENT ASSOCIATION
{DBA as INTERCHANGE RECYCLING])

INDEPENDENT REASONABLE ASSURANCE REPORT ON SELECTED NON-FINANCIAL INFORMATION
INCLUDED IN THE BRITISH COLUMBIA USED OIL MANAGEMENT ASSOCIATION’S (DBA INTERCHANGE
RECYCLING) 2023 ANNUAL REPORT

To the Directors of
British Columbia Used Oil Management Association

We have been engaged by the management of British Columbia Used Oil Management Association {dba
Interchange Recycling) (“the Entity”) to undertake a reasonable assurance engagement in respect of the
following disclosures within the Entity’s Annual Report for the year ended December 31, 2023 (together
the “Subject Matter”}):
* Location of collection facilities, and any changes in the number and location of collection
facilities from the previous report in accordance with Section 8(2)(b} of BC Regulation 449/2004
(the Recycling Regulation};
e The description of how the recovered product was managed in accordance with the pollution
prevention hierarchy in accordance with Section 8(2}{d) of the Recycling Regulation;
* The total amount of the producer’s product sold and collected and, if applicable, the praducer’s
recavery rate in accordance with Section 8{2}{e} of the Recycling Regulation; and,
s Performance for the year in relation to the approved targets under Section 8(2})(b}, (d}, and (e}
of the Recycling Regulation in accordance with Section 8(2){g) of the Recycling Regulation.

RESPONSIBILITIES

The Subject Matter is the responsibility of the Entity’s management, who have prepared the Subject
Matter in accordance with the evaluation criteria, which are an integral part of the Subject Matter. Our
responsibility in relation to the Subject Matter is to perform a reasonahble assurance engagement and to
express a canclusion based on the work perfarmed. Our audit does not constitute a legal determination

on the Entity’s compliance with the Recycling Regulation.

EVALUATION CRITERIA

The suitahility of the evaluation criteria is the responsibility of management. The evaluation criteria
presented in Appendix A are an integral part of the Subject Matter and address the relevance,

completeness, reliahility, neutrality and understandability of the Subject Matter.

GREEN HORWQOD & CO LLP 300-710 REDBRICK STREET VICTORIA BC V8T 5J3 ﬂ;ﬂ;
[ 250-386-3389 F 250-386-5614 www.greenhorwood.com o cpA
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SCOPE OF THE AUDIT

We carried out our reasonable assurance engagement in accordance with the International Standard on
Assurance Engagements 3000 (ISAE 3000) published by the International Federation of Accountants
(“IFAC"). This Standard requires, amongst other things, that the assurance team possesses the specific
knowledge, skills and professional competencies needed to understand and audit the information
included within the Subject Matter, and that they comply with the independence and other ethical
requirements of the IFAC Code of Ethics for Professional Accountants.

A reasonable assurance engagement includes examining, on a test basis, evidence supporting the
amounts and disclosures within the Subject Matter. A reasonable assurance engagement also includes
assessing the evaluation criteria used and significant estimates made by management, as well as
evaluating the overall presentation of the Subject Matter. The main elements of our work were:

¢ Understanding and evaluating the design of the key processes and controls for managing and
reporting the Subject Matter information used by management in preparing the Annual Report
Subject Matter;

e Assessing the risks that the Subject Matter may be materially misstated,;

o Responding to assessed risks through testing, on a test basis, the Subject Matter information
used by management in preparing the Annual Report Subject Matter;

e Procedures such as inquiring, inspecting, observing, vouching to independent sources,
recalculating and re-performing procedures were performed to obtain corroborating evidence
to address assessed risks linked to the Annual Report Subject Matter; and

e Evaluating the sufficiency and appropriateness of the evidence obtained.

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

INHERENT LIMITATIONS

Non-financial performance information is subject to more inherent limitations than financial
information, given the characteristics of the Subject Matter and the methods used for determining and
calculating such information. Qualitative interpretations of relevance, materiality and the accuracy of
data are subject to individual assumptions and judgements. Furthermore, the nature and methods used
to determine such information, as well the evaluation criteria and the precision thereof, may change
over time. Itis important to read our report in the context of evaluation criteria.
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OPINION

In our opinion, the Subject Matter for the year ended December 31, 2023 presents fairly, in all material
respects, based on the evaluation criteria listed in Appendix A:

e The location of collection facilities, and any changes in the number and location of collection
facilities from the previous report in accordance with Section 8(2)(b) of the Recycling
Regulation;

o The description of how the recovered product was managed in accordance with the pollution
prevention hierarchy in accordance with Section 8(2)(d) of the Recycling Regulation;

o The total amounts of the producer’s product sold and collected and, if applicable, the producer’s
recovery rate calculated in accordance with Section 8(2)(e) of the Recycling Regulation; and,

e The performance for the year in relation to the approved targets under Section 8(2)(b), (d), and
{e) of the Recycling Regulation in accordance with Section 8{2)(g) of the Recycling Regulation.

OTHER MATTERS

Our report has been prepared solely for the purposes of the Entity’s compliance with the reporting
requirements relating to Sections 8(2)(b), (d), (e) and (g) of the Recycling Regulation and is not intended
to be and should not be used for any other purpose. Our duties in relation to this report are owed solely
to the Entity, and accordingly, we do not accept any responsibility for loss incurred to any other party
acting or refraining from acting based on this report.

ff‘w/( Horwood & Co LLF

GREEN HORWOOD & CO LLP
CHARTERED PROFESSIONAL ACCOUNTANTS

Victoria, BC, Canada
May 27, 2024

INTERCHANGE RECYCLING 2023 ANNUAL REPORT

60



Appendix A to the Independent Reasonable Assurance Report
COLLECTION FACILITIES

Section 8(2)(b) the location of its collection facilities (RCFs), and any changes in the number and
location of collection facilities from the previous report, including the contents of the Appendix A —
Public Recycling Centre Locations by City.

Specific Disclosures in the 2023 annual report for which evaluation criteria were developed

Claim in the Report Reference

In 2023, there were 288 recycling centres located in high traffic retail locations, Collection Network

industrial sites, multi-material private depots (bottle depots) and local Performance on

government recycling/landfill sites. page 23

Year Number of Facilities Appendix ‘A’ on

2023 288 page 35-38 lists the

2022 289 288 RCFs by
Community.

The following definitions were applied to the assessment of the location of collection facilities, and any
changes in the number and location of collection facilities from the previous report:

Collection Facility refers to locations that are owned by Program Participants (“Members”),
registered collectors, local governments and not-for-profit organizations where:
e The collection facility operator(s) have a signed contract or registration form or verbal
agreement with the Entity for the collection and redemption of Program Products.

¢ The location(s) is recorded by the Entity in a website database.

Collection Facilities include the following types of centres:

e Registered collection facilities (“RCF”) collect used oil and antifreeze materials from the
do-it-yourself customer at no charge. These facilities may make a semi-annual claim to
the Entity for payment for collecting used oil and/or antifreeze materials.

e Facilities that have entered into verbal agreement with the Entity and collect used oil
and antifreeze materials. These facilities do not submit a RCF registration form.
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Evaluation Criteria

e Reporting Period: January 1* to December 31,

e The number of Collection Facilities and the location of each facility are documented in a
database maintained by the Entity. Collection Facilities are entered into the database as of the
date of registration.

e The total number of Collection Facilities is obtained by adding the total number of registered
collection facilities and facilities with verbal agreements listed in the website database as of
December 31 of the reporting year.

o The changes in number and location of Collection Facilities are determined by adding the total
number of Collection Facilities added in the reporting year less the total number of Collection
Facilities removed during the reporting year. Locations that have moved during the reporting
year (i.e., an operator that closed a location to move it to a new location) are captured in the
total number of collection facilities added and removed throughout the year.

e A summary reconciliation is completed at year-end identifying the Collection Facilities at the
beginning of the year, changes during the year and the number of facilities at the end of the
year.

PRODUCT MANAGEMENT

Section 8(2){d) the description of how the recovered product was managed in accordance with the
pollution prevention hierarchy.

Specific Disclosures in the 2023 annual report for which evaluation criteria were developed

Claim in the Report Reference

Collected products are managed in accordance with the Pollution | Product Management on page

Prevention Hierarchy as outlined in the BC Recycling Regulation. 32 outlines how the Entity’s
products are reused and/or
recycled.

The following definitions were applied to the assessment of how the recovered product was managed:

Oil — The amount of uncontaminated used oil recovered, less the water content, that is received at a
used oil processing facility is reported as either reused (re-refined) or recycled.

Antifreeze — The amount of used antifreeze that is received at a used antifreeze processing facility is
reported as reused (re-refined).

Filters — The amount of metal filters processed and received at a steel recycler will be reported as
recycled.

Containers — The amount of containers received at a facility that manufactures plastic resin (pellets) or a
steel recycler will be reported as recycled.
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Evaluation Criteria

e Products collected are shipped to registered processors that are waste management companies

or recyclers.

PRODUCT SOLD AND COLLECTED

Section 8(2)(e) the total amount of the producer's product sold and collected and the producer's

recovery rate.

Specific Disclosures in the 2023 annual report for which evaluation criteria were developed
Claim in the Report Reference
Used Qil Filters Containers | Used Antifreeze | Capture Rates in
(millions of {millions (million (millions of 2023 on page 29,
litres) of units) kg's) litres) Product Collection
Sold (2023) 79.8 6.1 1.7 10.3 | on page 30, 2023
Consumed in use (23.4) n/a n/a (6.4) | Collections by
Repurposed (14.6) n/a n/a n/a | Regional District
Available for 41.8 6.1 1.7 3.9 | on page 33, and
collection Summary of 2023
Collection 49.8 6.2 1.8 2.3 | Collection &
Capture rate 119.2% 101.8% 102.3% 59,7% | Consumer Returns
on page 34.

Evaluation Criteria

Products sold
e Total products sold volumes are based on EHC remittance forms submitted by registrants on
either a monthly, quarterly, or annual basis in unit sales.
e The reported sold volumes are subject to compliance reviews which are completed for all
registrants on a three to four year rotational basis.
o The product sold is reconciled to the numbers published in the Annual Report.

Product recovered

e Total product recovered volumes are based on return incentive claims (Rl claims) submitted by
registrants.

e The reported recovered volumes are subject to Desk Review to ensure that Rl claims contain
required supporting documentation as per the Manual for Registered Processors and Collectors.

e The Consumed in Use amount for oil is calculated by multiplying products sold by the rate
(29.3%) obtained from a 2021 independent report commissioned by the Entity using market
data from 2019. The Repurposed amount was calculated by subtracting the Consumed in Use
amount from products sold and multiplying the result by the rate {25.89%) obtained from a
2018 independent report commissioned by the Entity.
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e The Consumed in Use amount for antifreeze is calculated by multiplying products sold by the
rate (62.1%) obtained from a 2021 independent report commissioned by the Entity using market

data from 2019,

e The Available for Collection amount is calculated by subtracting the Consumed in Use and
Repurposed amounts, if applicable, from products sold.
o The recovery rate is presented as Capture Rate and is calculated by dividing actual collections by
the amount determined to be available for collection.
e The product recovered is reconciled to the numbers published in the Annual Report.

PERFORMANCE IN RELATION TO TARGETS

Section 8(2)(g) the performance for the year in relation to targets in the approved EPR plan that relate

to Section 8(2)(b), (d) and (e).

Specific disclosures in the 2023 annual report for which criteria were developed

Disclosed Targets in the Report

Claim in the Report

Reference

Targets associated with Section
8(2)(b) per Approved Stewardship
Plan:

A specific target was not identified in
the approved EPR plan.

The Entity has identified 288
Return Collection Facilities (RCFs).

Collection Network
Performance on page 23

Appendix ‘A’ on page 36-
38 lists the 288 RCFs by
Community.

Targets in relation to Section 8(2)({d):

End fate for products collected
a) Used Oil —recycled or reused
b) Filters - recycled
¢) Containers - recycled
d) Used Antifreeze - reused

The Entity describes how products
are reused and/or recycled and the
calculated percentage between
reused and/or recycled.

End Fote for Products
Collected on page 31 and
Product Management on
page 32.

Targets in relation to Section 8(2)(e):

Collection Targets (capture rates)

a) Used Qil {millions of litres) —
92.2%

b) Filters (units) — 87.0%

c¢) Containers (million kgs) -
85.7%

d) Used Antifreeze (millions of
litres) — 54.4%

Collection Results (capture rates)

a) Used Oil (millions of litres)
—-119.2%

b) Filters (units) — 101.8%

¢) Containers (million kgs) —
102.3%

d) Used Antifreeze (millions of
litres) — 59.7%

Capture Rates in 2023 on
page 29 and Product
Collection on page 30
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Evaluation Criteria

The following evaluation criteria were applied to the description of performance for the year in relation
to the specific targets associated with Section 8(2)(b), (d) and (e) of the Recycling Regulation in the
approved stewardship plan:

e Targets have been identified and reported on by management in the annual report.

o The Capture Rate targets reported were obtained from the approved stewardship plan except
for antifreeze, which was updated using the Consumed in Use rate obtained from a 2021
independent report commissioned by the Entity. The Capture Rate for antifreeze using the
previous and new Consumed in Use rates were reported.

e The Capture Rate calculation method is the same as that used in the approved stewardship plan
(calculated by dividing actual collections by the amount determined to be available for
collection).

e The comparison with the targets is supported by records maintained by the Entity.
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