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In 2004, the
Encorp System
collected and
recycled 754
million beverage
containers,
28 million more
than 2003

Metric tonnes of material recycled
Type

2004

2003

Aluminum

5,143

5,161

Plastic

9,712

9,458

Polycoat

2,130

1,854

Glass

10,982

9,315

Other

271

255

Total

28,238

26,043

Change

+8%

Number of used, non-alcohol beverage containers collected by the Encorp system (millions)
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Containers sold

Containers recovered

% Recovery Rate

2004

2003

2004

2003

2004

2003

Aluminum

449,747,827

440,616,087

377,064,367

370,939,449

83.8

84.2

Plastic

331,501,570

285,383,850

243,233,881

229,863,636

73.4

80.5

Polycoat

151,901,553

144,631,664

85,308,425

80,268,692

56.2

55.5

Glass

59,023,774

58,126,404

39,252,464

36,818,498

66.5

63.3

Other Metals

5,913,309

5,383,915

3,115,412

2,674,850

52.7

49.7

Combination

14,214,259

14,255,915

6,208,043

5,432,216

43.7

38.1

1,012,302,292

948,397,835

754,182,592

725,997,341

74.5

76.6

TOTALS

Note: Does not include alcohol containers.
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W

e are pleased to present our Annual
Report for 2004 and to outline some of our
successes over the past year, the realities we
face and the challenges that lie ahead.
Neil Hastie (L), Dan Wong (R)

Successes
Here are the some of the highlights for 2004:
•

Recovered 754 million non-alcohol containers, an
increase of 28 million

•

Recovered and recycled 78,000 metric tonnes of
beverage containers, an increase of 4,000 tonnes

•

Opened under license 7 new Bottle and Return-It
depots

•

Depot owners renovated or relocated to improved
premises in 15 communities

Realities
Here is what we face:
•

Consumers purchased one billion non-alcohol
beverage containers in 2004, an increase of 59 million
over 2003 and an increase of 193 million over the
amount purchased in 2000.

•

Consumers purchased 20 million more single serve
plastic containers in 2004, an increase of 20% and an
increase of 135 million or 100% over the amount
purchased in 2000

•

Our overall recovery rate was 74.5% in 2004
compared to 76.6% in 2003

We believe that we are bumping up against a recovery rate
ceiling. Other provinces with deposit systems are having
much the same experience.
The explanation for this lies, in part, in the rapid growth in
overall volumes being purchased and, in particular, of new
types of beverages in new kinds of containers. In addition,
more beverages are now being sold through non-traditional
outlets such as “big box” retail stores.

1997, reaching, for some, the upper limit of their capacity to
provide timely service to consumers. Moreover, it is extremely
difficult to locate new depots in the City of Vancouver
because of extremely restrictive bylaw requirements. In
response, we are researching new container handling methods
that will speed up customer service in depots; we will
intensify our efforts to expand the depot network in the
City of Vancouver and in 2005 we will open at least 5 new
depots in other areas of the province.
New Developments
On October 6, 2004, the Province repealed the Beverage
Container Stewardship Program Regulation and replaced it
with the Recycling Regulation. Encorp participated in the
consultation process leading up to the new regulation and,
while additional refinements are still required, we believe the
new regulation is a positive development. It is unique to
British Columbia and represents a further validation of the
industry stewardship model practiced by Encorp.
On January 16, 2005, Encorp and 28 of our brandowners were
served with a class action suit brought on by the Consumers
Association of Canada. Similar “copy cat” suits have been filed
in other provinces by other parties. These suits allege unlawful
use of unredeemed deposits and container recycling fees. We
assert that our financial transactions are lawful and, therefore,
that these suits have no merit.
Industry Product Stewardship (IPS) Model
This model, unique to British Columbia, works. In this
report we describe the model in more detail and outline the
fundamentals required for success. We are particularly proud
of our governance policies and practices because, for our
sector, they are some of the most advanced in Canada. They
directly encourage transparency and accountability, qualities
we hope you will find throughout this report.

Recovery Strategies in the Future
These new marketing patterns are often different enough to
create the impression for consumers that the containers are
not recyclable. Consequently, we are initiating consumer
education programs focused on these new types of containers
and buying patterns.

Dan Wong
Board Chair

Neil Hastie
President & CEO

Bottle and Return-It depots are the backbone of our recovery
system. Their average volume has increased by 150% since
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DEPOT NETWORK IMPROVEMENTS
The backbone of the Encorp collection system is the network of authorized
depots…expansion and improvements were a priority in 2004…
The network of Encorp-authorized depots continued to improve and expand in 2004. Seven additional
depots were added bringing the network total to 165 by the end of December; in addition, seven depots
underwent major renovations, including relocations for some, to provide a higher level of customer
service.
New depots in 2004:

Major renovations in 2004:

* Esquimalt – Westshore
* Nakusp – Arrow Lakes
* Burnaby – Metrotown
* Tsawwassen
* Ashcroft
* Winfield
* Victoria – Quadra Street

* Agassiz
* Cranbrook
* Williams Lake
* Sicamous
* Victoria – Burnside Road
* Burnaby – Hastings Street
* Burnaby – Edmonds Street

Some of the new and upgraded depots are featured in the following pages:

Regional Recycling Abbotsford

Automatic doors
make access easy

Lots of sorting space
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The point of return computer shows customers their exact refund

North Vancouver

Bright open areas
make returning
containers an
easy task

The Tsawwassen depot is part
of the commercial landscape

Tsawwassen
Customers like the carts
for carrying containers

Encorp Pacific (Canada) 2004 Annual Report
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TECHNOLOGY
Encorp’s operating principles call for maximum efficiency…technology can help…
A fundamental part of Encorp's success is the development and integration of technology to improve efficiency and maintain
audit control. The heart of this system is an internal computer network consisting of 4 main servers and more than 20 users
with Compaq XP workstations. This system runs a number of software applications including the proprietary Used Beverage
Container Management System developed to track the more than 1 billion containers which flow through Encorp each year
Technology upgrades and additions in 2004 include:
• The addition of two automated audit workstations to the Quality Assurance Centre to improve audit accuracy and
consistency
• Nine depots had the Point-of-Return (POR) computer system added in 2004 bringing the total to more than 70 depot
sites and over 100 POR systems now installed.
• Twenty depots were upgraded to next-generation POR systems which included new CPUs and flat-panel monitors
• Hand held computers are used by transporters to speed the process of collecting containers from depots and for
reporting depot volumes to Encorp for payment. This past year 10 more transport drivers were equipped with
handhelds bringing the total to more than 40. Accounting for container pickups with handhelds and feeding the
results electronically to Encorp eliminates the hand written paper movement authorizations previously required.
• Following a pilot project in 2003, brandowners are now able to report their sales electronically to Encorp. By the end
of 2004 about 70 brandowners were using this new system.

Automated work stations at the QA Centre
A handheld computer in
its docking station

4

Encorp Pacific (Canada) 2004 Annual Report

350063txt

5/25/05

7:59 AM

Page 5

LOGISTICS AND QUALITY ASSURANCE
Regular assessment of operations and constant improvement of the
transportation, processing and audit functions is a requirement of the Encorp
industry product stewardship model…
Transportation

Processing

In 2004 the rise in world oil prices affected
Encorp just as it did for all other aspects of the
economy. Increased fuel costs translated into
higher costs for the collection of containers from
depots and for the delivery of commodities to the
market place. Greater efficiencies in the
operation of the collection system kept the impact
of higher fuel prices to a minimum.

The major event for processing in 2004 was the
closure of the Norampac paper mill in Burnaby
due to a labour disruption. Norampac processes
aseptic containers removing the paper component
for use as a finish layer for cardboard containers.
Along with Alberta Beverage Container Recycling
Corporation (ABCRC) in Alberta which also
used the Norampac facility, Encorp made
arrangements for aseptic containers to be
processed at the Atlantic Packaging facility in
Ontario where the recovered fibre is used in
paper towels and toilet tissue paper.

Increased cross-border security, and the resulting
delays, affected the delivery of commodities,
particularly aluminum, to the US market resulting
in higher freight costs for these deliveries.

Quality Assurance
The automation of the audit process was
completed in 2004 by adding computerized
workstations to the electronic container counters
installed in 2003. The workstations, in
combination with the counters, provide a high
degree of accuracy and confidence in the audit
results.

Overall depot accuracy continued to improve
with a further drop in the percentage variance
from required counts. The following table shows
the improvement in overall average depot
performance from 2002 to 2004:

Av
 e
 e
 0
 0
ve
e
 r
r a
a
 g
g
 e
e
 D
D
e
 p
p
 o
o
 t
tP
P
e
 r
r f
fo
o
 r
r m
m
 a
a
 n
n
 c
c e
e
 f
fr
r o
o
 m
m
 2
2
0
 0
0
 2
2
 t
to
o
 2
2
0
 0
0
 4
4

5,
,8
8
 0
0
 0
0


0.
.8
8

5,
,6
6
 3
3
 7
7

0.
.7
7


Nu
 f
 u
um
m
 b
b
 e
e
 r
r o
o
fA
A
u
 d
d
 iit
ts
s 

5,
,4
4
 0
0
 0
0


0.
.6
6

0.
.5
5
 4
4


5,
,2
2
 0
0
 0
0


0.
.5
5

5,
,0
0
 5
5
 7
7


5,
,0
0
 0
0
 0
0


0.
.4
4

0.
.3
3
 6
6


4,
,8
8
 0
0
 0
0


0.
.3
3


4,
,7
7
 1
1
 4
4


4,
,6
6
 0
0
 0
0


0.
.2
2


4,
,4
4
 0
0
 0
0


0.
.1
1


4,
,2
2
 0
0
 0
0


%V
 a
V
a
 r
r iia
a
 n
n
 c
c e
e


5,
,6
6
 0
0
 0
0


0.
.7
7
 1
1


0
20
00
0
 2
2


20
00
0
 3
3


20
00
0
 4
4


Ye
ea
a
 r
r 
Nu
 f
 u
um
m
 b
b
 e
e
 r
r o
o
fA
A
u
 d
d
 iit
ts
s 

Encorp Pacific (Canada) 2004 Annual Report

%V
 a
V
a
 r
r iia
a
 n
n
 c
c e
e


5

350063txt

5/25/05

7:59 AM

Page 6

CONSUMER AWARENESS PROGRAM
With a growing and improving collection system in place the next challenge is
to generate consumer support and action…
Encorp’s consumer awareness initiatives continue
to show solid growth through increased volumes
of returns. Recovery rates on low-performing
container types have increased, even more
importantly we have once again recovered and
recycled more containers than in the year before,
28 million more, in fact. Increases of this
magnitude show that consumers are responding
positively to our messaging.
Encorp’s 2004 marketing strategy was built on
our past successes. We have developed a formula
that works using information acquired from
annual market research studies and continuously
tracking, monitoring, and analyzing recovery
data. We keep our production costs low while

sending straightforward, simple messages. Most
importantly, we have retained the ability to
remain flexible so we can adapt to a changing
marketplace.
In 2004 we implemented four container specific
campaigns with great results. Each campaign was
a combination of television, radio, newspaper and
other promotions individually tailored to impact
specific market and demographic segments. The
posters below typify the messages for each
campaign.

Single Serve PET - Caption: Sales in this category
increased at the highest rate we have ever seen,
about 20%. We recovered 14,174,000 more units
than last year.
LDB Container recovery increased a whopping 6.7%
over last year equaling 9,519,000 more units.

Encorp collected 4,200,000 more small juice box
containers, one of the newest containers introduced
into the deposit system.

6

The increase in units collected over last year is not as
impressive as for some other container types because
there are far fewer sold in the province. Encorp
recovered and recycled 922,000 more containers than
last year which increased the recovery rate by 1.3%.
Encorp Pacific (Canada) 2004 Annual Report
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PUBLIC SERVICE ANNOUNCEMENTS
In addition to the paid media program Encorp is able to qualify under CRTC rules for Public Service Announcements (PSAs).
Encorp has developed 5 different 30 second PSAs each with its own message on the theme of recycling; one of a general nature
and one each focussing on aluminum, plastic, glass and polycoat containers.
In each spot viewers are shown the actual recycling processes.
* In 2004, Encorp realized a value of $658,000 worth of PSAs on CanWest Global alone

SPECIALIZED PROGRAMS
Elementary School Contest
• 305 schools with over 80,000 students registered for the 2003/2004 contest
• These schools collected over 2.2 million containers and raised $136,500 from deposit refunds
• Prizes totalling $3,000 were awarded to nine schools in three categories on a containers collected per student basis
High School Contest
• 105 schools with over 79,000 students registered for the 2003/2004 contest
• These schools collected over 1.2 million containers and raised $72,000 from deposit refunds
• Prizes totalling $3,000 were awarded to three schools on a containers collected per student basis
• British Columbia schools participating in Encorp’s contest from September 2003 to June 2004 collected nearly 3.5
million used beverage containers
• Since the inception of the school fundraising program Encorp has supplied over 3800 recycling bins and promotional
material, free, to 1288 schools throughout British Columbia

COMMUNITY INITIATIVES
Bottle Drives
Encorp held three contests for community groups in 2004
which were promoted by sending over 15,000 mail-outs to
sports teams, community organizations, church groups and
others.
Depots participated by providing contest entry forms and
organizational assistance for the groups running bottle drives.
The 2004 winners were the Abbotsford Steelers fastball, Port
Coquitlam Lion’s soccer team, and the Little Dinosaurs daycare.

The Abbotsford Steelers worked with Regional Recycling for their
winning effort.
Encorp Pacific (Canada) 2004 Annual Report
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Other Community Initiatives
Encorp also provides contributions, materials and assistance for many other community environmental projects and organizations
such as:
• Great Canadian Shoreline Clean up
• Artist Response Team
• Recycling Council of British Columbia
• Coast Waste Management Association
• Tourism information offices
Encorp has developed a portable, hands-on display showing the transformation of containers into new materials. This display
is shipped, free of charge, to organizations holding environmental events. In 2004, the display was used at 14 separate events
with a total audience estimated at more than 10,000. The display can be booked on Encorp’s website.

MARKET RESEARCH
Since 1998 Encorp has conducted an annual province-wide
market research study to track awareness of Encorp, the ReturnIt system and consumer attitudes. This year, for the first time,
Encorp and the Alberta Beverage Container Recycling
Corporation (ABCRC), have cooperated to conduct a research

study which covered both provinces. This marks the sixth such
study for Encorp and the first for ABCRC.
Encorp and ABCRC commissioned Ipsos-Reid to conduct the
study which contacted 900 people in British Columbia and 800
in Alberta to ask a series of questions designed to:

• Measure awareness of the types of beverages and containers covered by deposits
• Measure awareness of the places to which containers may be returned
• Assess the perceived deposit value placed on various containers
• Assess behaviour with regards to recycling, and returning for deposit, various types of containers
• Investigate motivations and barriers to recycling and returning containers for deposit refund
• Assess attitudes towards recycling
• Assess the impact of various aspects of bottle/recycling depots on consumers’ behaviour
• Measure unaided and aided awareness of Encorp, Return-It and ABCRC as well as assess perceptions of what they do

8
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The questions were also designed to enable comparison with previous research studies
Here are some of the results:

Impact of Features of Recycling
Depots on Usage
“Changing the topic slightly, I am going to read you a list of features of a recycling depot. Please tell me whether each of the
following has an impact on your decision whether to use a recycling depot to return your beverage containers? How about…? ”

A lot of impact

No impact

12%

A little impact

60%

88%

14%

The quality of the service provided by the
depot employees

50%

85%

15%

The proximity of the depot to your home

48%

84%

17%

The ease of parking at the depot

51%

83%

17%

Hours of operation of your depot

48%

82%

19%

The cleanliness of the depot

43%

81%

20%

The depot offering facilities for people to
wash their hands and clean up

42%

80%

25%
35%

The ability to get in and out of the depot
quickly

Employees at the depot offering to help
unload and organize the beverage
containers being dropped off

37%

Knowing what the beverage containers
dropped off at the depot are recycled into

Awareness of types of
beverages has increased in
all categories, our
messaging is working and
impacting consumers
knowledge levels

74%
64%

21%

Motivation for Returning or Recycling
Beverage Containers
“Now, I’m going to read out a series of statements people have made about returning bottles and containers for recycling.
Please tell me whether you strongly agree, somewhat agree, somewhat disagree or strongly disagree with each. How about

…?”

Strongly agree
I know that returning my beverage containers is
the right thing to do

89%

I always return my beverage containers because I know
it ’s good for the environment

92%

40%

I prefer to give my bottles to the homeless,
charity and community groups

72%

27%

I would return more beverage containers if I were more
familiar with where they can be returned

69%

32%

56%

21%
13%

Encorp Pacific (Canada) 2004 Annual Report

Motivating factors remain
consistent with previous
years. “It’s the right thing
to do” and “It’s worth it”

97%

75%

I would return more beverage containers if I were more familiar with
what beverage containers were returnable or recyclable

If I throw beverage containers in the garbage, someone else
will find them and return or recycle them

99%

81%

If there were no deposit on beverage containers,
I would still recycle them

I would be more likely to recycle or return all my beverage containers
if I knew what these beverage containers were recycled into

Somewhat agree

56%
38%

9
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MARKET RESEARCH

Type of Beverage Containers
Thrown in Garbage
“You mentioned that you have thrown some beverage containers in the garbage.
What type of beverage containers are the ones you typically throw in the garbage?”
(Among those who throw 1+ beverage containers in garbage)

33%

Plastic bottle
Carton

29%
23%

Drink box/tetra pak

16%

Aluminum cans
Glass bottle

People are most likely to
throw out plastic
bottles, cartons and
drink boxes. This clearly
identifies a target area
for us to concentrate
our efforts to encourage
people to recycle ALL of
the containers they use
all of the time.

11%
2%

Foil pouch

7%

Other

(n=137)

4%

Don't know/not stated

Total Awareness of Return-It
and Encorp
“As you may know, there are some organizations responsible for developing and managing a system to recover beverage
containers for recycling. Can you tell me the names of any organizations that manage this system? Can you think of any others?”
“Have you heard of an organization called Encorp or Encorp Pacific?”
“Have you heard of a system called Return-It?”

Unaided awareness

Encorp/Return-It (net)

Return-It

Encorp

10

Total awareness

10%

61%

4%

7%

51%

38%
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CONTRACTED SERVICES
Compatible contract services show how the Encorp Industry Product Stewardship model can
function in other areas…
BRITISH COLUMBIA LIQUOR DISTRIBUTION BRANCH
• The convenience of a “one-stop” solution has
encouraged more returns of all container types
through the depot network.

Encorp Pacific completed its third year of a service provider
contract with the BCLDB during 2004. Under the contract
Encorp authorized depots accept wine, spirits, cooler and nonrefillable beer bottles and pay the full deposit refund. In
addition, Encorp-contracted transporters collect these used
beverage containers from 225 Government Liquor Stores (GLS).

• A coordinated consumer awareness program for
both non-alcohol and alcohol containers has
provided simple, straightforward messaging and has
saved money through bulk media buying.

Encorp enters into service provider contracts when the
following principles apply:

• Administration of the program through one agency
has minimized duplication.

• There is no cross-subsidy from existing
brandowners.

• Encorp brandowners, and ultimately consumers,
have benefited through reduced handling fees on
some containers.

• The contract will provide a higher level of consumer
convenience.

In 2004, over 68% of LDB containers were returned by
consumers directly to Encorp depots compared to 63% in
2003. The number returned to GLS dropped from nearly
31% to less than 27%. The balance is returned through
commercial outlets.

• There will be operating efficiencies which will
benefit all brandowners.
• The contract supports the Industry Product
Stewardship model.
In the case of the LDB contract the following benefits have been
achieved:
• Consumers can now obtain a
full deposit refund for the
majority of deposit-bearing
containers at all Encorpauthorized bottle and Return-It
depots.

LDB CONTAINER RETURNS
155.0

69%
151.4
68%

150.0

67%

145.0

141.9
66%

The total number of LDB containers
recovered through the Encorp
depot system in 2004 was over
151,400,000 units which weighed
more than 50,000 metric tonnes.

Units millions

140.0

65%
135.0
64%
130.0
126.3

63%

63%

125.0

62%

62%
120.0

61%

115.0

% Returned to depots vs GLS

68%

60%

110.0

59%
2002

2003

2004

Year
Number of Returns

Encorp Pacific (Canada) 2004 Annual Report
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FINANCING THE SYSTEM
A basic objective of the Encorp system is to minimize the impact on consumer prices…

WHERE THE MONEY COMES FROM
REVENUES
Unredeemed deposits – Encorp is paid a deposit on every
container sold. Deposits unclaimed are used as revenue
Sale of collected materials – All the collected aluminum,
plastic, polycoat, bi-metal and glass collected is sold on the
open market. Revenues vary from a high of $1,800 per
tonne for aluminum to zero for glass

Container recycling fees – Where revenue from
unredeemed deposits and commodity sales are insufficient
to cover the costs of recovering and recycling a particular
container type, a recycling fee is added to make up for the
shortfall
Other fees – Revenues from service provider contracts

WHERE THE MONEY IS SPENT
EXPENSES
Deposit refunds – Paid to depots and grocery retailers to
reimburse them for the deposits they have refunded to
customers
Handling fees – About 63% of all Encorp’s expenses are the
handling fees paid to depots and grocery retailers for
collecting containers from customers
Transportation and processing – Contracted trucking
companies collect containers from depots and grocery
retailers and take them to processors where they are
compacted for shipment

12

Consumer education and awareness – Programs which
encourage consumers to return containers for recycling
Administration – Management of contracts, collection of
revenues and payment of expenses
The following charts show the breakdown of all revenue and
expenses for Encorp Pacific for 2004
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WHERE THE MONEY IS SPENT (cont’d)

CONTAINER RECYCLING FEE
The following table shows how the CRF has changed over time for many container types.
Container Recycling Fee History – Major Categories*
CRF included in retail price until spring 2000

CRF shown separately by most grocery retailers after spring 2000

Container type

2001

Aluminum cans
Plastic up to 500ml
Plastic 501ml to 1L
Plastic over 1L
Glass up to 1L
Glass over 1L
Drink box up to 500ml
Drink box 501ml to 1L
Gable top up to 500ml
Gable top 501ml to 1L
Gable top over 1L
Bi-metal less than 1L
Bi-metal over 1L
Bag-in-a-box over 1L

1999
0¢
0¢
1¢
4¢
3¢
7¢
N/A
N/A
N/A
N/A
N/A
N/A
4¢
4¢

2000

2002*

2002**

1¢
1¢
1¢
0¢
1¢
1¢
1¢
1¢
2¢
2¢
1¢
1¢
5¢
5¢
5¢
4¢
3¢
3¢
3¢
3¢
7¢
7¢
5¢
5¢
0¢
0¢
0¢
0¢
0¢
1¢
2¢
2¢
0¢
0¢
0¢
0¢
0¢
1¢
1¢
1¢
0¢
0¢
0¢
0¢
0¢
0¢
0¢
0¢
4¢
2¢
0¢
0¢
4¢
4¢
0¢
0¢
Containers up to and including 1L — 5¢ deposit
Containers over 1L — 20¢ deposit

2003*

2004*

2005

0¢
1¢
1¢
4¢
3¢
5¢
0¢
3¢
0¢
1¢
0¢
0¢
0¢
0¢

1¢
3¢
3¢
4¢
4¢
5¢
0¢
4¢
0¢
0¢
0¢
0¢
0¢
0¢

1¢†
3¢
3¢
4¢
4¢
5¢
0¢
4¢
0¢
0¢
0¢
0¢
0¢
0¢

*February 1
**July 1

* A complete list of current CRF amounts is available on our website – www.encorp.ca
† 1¢ CRF on aluminum cans to be temporarily removed summer, 2005.

Encorp Pacific (Canada) 2004 Annual Report
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OPERATING RESERVES
Conservatively managed operating reserves ensure that Encorp has the
stability and liquidity to finance the system…
As the guarantor of the funds required to reimburse consumer deposits and pay for the costs to operate
the system, Encorp maintains operating reserves. The objective for these reserves, over a span of several
years, is that they will remain fairly constant at determined levels. When reserves build up beyond
those levels, measures are taken to bring them back into line. These measures may include a reduction
in the Container Recycling Fee (CRF), or an increase in activities to improve the recovery rate.
Overall, for 2001 and 2002, operating reserves grew in several large categories resulting in increased
reserves being held by Encorp. In 2003, the CRF for several categories were reduced or eliminated.
The result was that, overall for 2003, Encorp incurred a deficit of about $4 million which reduced its
operating reserves by one third. In some container categories, in particular that for aluminum cans,
the operating reserve was exhausted. With no reserve for these categories, Encorp increased Container
Recycling Fees in 2004 which restored the reserve in these container categories.
•

Encorp’s operating
reserves are being used,
as planned, to stabilize the
finances of the collection
system

The following graphic shows
how the reserves have been
replenished for future use:

ALUMINUM ACCOUN T

2004 R EVENUES
= $36.3 MILLION
FOR THIS CONTAINER

D EPO SITS

$ 2 2 .5 m illio n

2004 EXPENSES = $34.0 MILLION
FOR THIS CONTAINER

SALE O F
CO LLECTE
D MATERIAL

$ 9 .5 m illio n
$ 2.3 MILLION
SURPLUS

CO NTA

INER RECYCLING
F EES (CRF )

$ 4 .3 m illio n
TO TAL REVENU ES

$ 3 6 .3 m illio n
END OF 2004
$2.7 million
ALU MINU M
O PERATING
RESERVES

END OF 2003
$0.4 million

$2.3 million
added to
reserves

TOTAL EXPENSES

$34.0 MILLION

$ 1 8 .9 m illio n
$ 1 1 .7 m illio n

DEPOSIT
REFUNDS

14

HANDLING
FEES

$ 2 .1 m illio n

TRANSPORTATION
& PROCESSING

$ 1 .0 m illio n

ADMINISTRATION

$ 0 .3 m illio n

CONSUMER
AWARENESS
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INTERNALLY RESTRICTED RESERVES
In 2002, the Encorp Board of Directors agreed to establish an
Internally Restricted Reserve for those containers with a low
recovery rate. The use of this reserve is restricted to improving
the recovery rate for these containers and for moderating
future Container Recycling Fees as the recovery rate for them

Balance, beginning of year

improves. Reserves are reviewed annually by the Audit
Committee and the Board of Directors.
Detailed information on how the total reserves for all container
categories changed in 2003 is contained in the following table:

Invested in
capital
assets

Internally
restricted
reserve

Unrestricted

$ 229,034

$ 4,307,325

$ 2,450,597

Excess (deficiency) of revenue
over expenses

(76,838)

-

$

2004
Total

2003
Total

6,986,956

$ 11,009,359

5,662,992

5,586,154

(4,022,403)

Investment in capital assets

106,003

-

(106,003)

-

-

Internal restrictions (note 4)

-

502,543

(502,543)

-

-

$ 258,199

$ 4,809,868

Balance, end of year

$ 7,505,043

$ 12,573,110

$

6,986,956

Encorp Pacific (Canada)
Total Revenue vs. Reserves
Year 2000 - 2004
$118,485

$120,000

$98,051

$100,000

Amount in 000’s

$80,000

$76,294

$102,561

$81,598

Revenue

$60,000

Reserve

$40,000

$20,000

$11,599

$12,573

$11,109
$6,987

$6,308

$0
2000

2001

2002

2003

2004

Year

This graph shows the operating reserves relative to the overall size of Encorp’s business activities.
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COMMODITY RECYCLING CHALLENGES
The industry product stewardship requirement is that there is no cross-subsidization between
categories…and each category has its own unique properties to deal with…
The importance of the 78,000 (alcohol & non-alcohol
combined) metric tonnes of metal, plastic and paper that
Encorp collects each year extends well beyond the fact that they
didn't go into a landfill somewhere. The value of some of these
materials is an important contributor to offset the costs of
running the system and, where the material value is low,
economical management of final use becomes critical.
There are a number of global factors that influence the
commodity markets in which Encorp deals, for example, the
worldwide demand for aluminum, both virgin and recycled,
has a direct effect on the price Encorp receives for the
aluminum it collects.
Recycled aluminum and PET plastic are major internationallytraded commodities which are commonly priced in US dollars.
Currency changes, particularly the recent rise in the Canadian
dollar vs the US dollar, have a major impact on Encorp's finances.
• Each one cent rise in the value of the Canadian dollar
vs. the US dollar decreases Encorp's commodity
revenues by nearly $200,000.
A further complicating factor in projecting commodity revenues
is the value of the materials on world markets. Encorp has been
fortunate during the past year in that the increasing value of
commodities has more than offset the decline in value of the
US dollar. The volatility of these markets can be seen in the
graph (next page), which tracks the value per pound of
Encorp commodities as they have been affected by markets and
by currency changes.
The actual volume of each material that is available, and the
distance to markets from where the material is collected, also have
an impact on the value of commodities in the Encorp system.
Comparatively small volumes for materials such as polycoat
containers do not provide much leverage in the marketplace
when Encorp is looking for buyers. Buyers of glass cullet
want consistent delivery of large quantities to maximize
transportation savings.
• A paper recycling mill that processes 125,000 metric
tonnes a year is considered small but, even in such a
small plant, the total amount of paperboard cartons
(aseptic and gable top) collected by Encorp in one year
would only keep the plant running for around 4 days.
Glass, which is heavy and of relatively low market value,
must be managed carefully to ensure that it is reused but that
16

the costs of doing so, both financial and environmental, are
reasonable. In more remote collection points, local uses for
glass, such as for utility trench marking, have been found.
Residuals from processing, particularly the aluminum and
plastic from aseptic containers, as well as some specific
container types, such as plastic and foil pouches, are recyclable
but the volumes available are too small to find a ready market
anywhere. Overall, the most environmentally sensible use for
these small amounts of material is in a waste-to-energy facility
rather than in shipping them overseas for processing.
Each commodity collected by the Encorp system has its own
market system.
Aluminum cans
Aluminum is the most valuable of all the commodities collected
through the Encorp system. The reason is that aluminum cans,
in addition to being easy to compact for shipment, can be
turned back into sheet aluminum for more cans using only 5%
of the energy needed to make cans from raw materials. Encorp
sells its aluminum to Anheuser-Busch who acts as the buying
agent for Alcan Aluminum.
• The average aluminum soft drink can on store shelves
today contains about 50% recycled aluminum.
Plastic
The main plastic type used for beverage containers is Polyethylene
Terephthalate or PET. This plastic is highly recyclable and can
be used to make new containers, fibre for clothing and carpets
or insulation for sleeping bags and winter wear.
Other types of plastics, which form a small part of the Encorp
system, are combined and dyed black to produce material from
which items such as traffic markers and buckets are made.
Pouches and bag-in-box liners are made of layers of aluminum
and plastic which are difficult to separate. That, and the fact
that the total weight of used containers is quite small, makes
them a low value commodity for the Encorp system. There
are currently no facilities in North America which can make
use of this material. Research is underway to determine
how to deal with this commodity. Encorp sells all its plastic
commodities to Merlin Plastics which has operations in both
British Columbia and Alberta.
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Polycoat
This material is divided into two separate streams;
aseptic containers which, in addition to paper
and plastic layers, also have a layer of thin
aluminum foil and gable top containers which are
made of layers of high-wet-strength paper and
plastic. The paper portion of aseptic containers,
about 75%, is easily separated from the aluminum
and plastic layers. This high quality fibre is then
used to make products such as toilet tissue and
cardboard cartons at paper mills in both Western
and Eastern Canada. There is currently no market
for the residual plastic and aluminum from aseptic
containers and research to find solutions
continues.
Gable top containers contain about 85% paper but
require higher temperatures and additional
chemicals to separate the paper from the plastic.

Encorp Pacific (Canada) 2004 Annual Report

The world market for recyclable paper fibre has
been very strong in recent years and gable top
containers collected by Encorp are currently sold
offshore to recycling mills which specialize in
this type of material.
Glass
Beverage container glass, although a heavy, lowvalue, material, has a variety of uses. Most of the
glass collected through the Encorp system is
crushed into fine powder and then used to
manufacture fibreglass building insulation at
plants in Alberta. Other uses for glass include
sand-blasting medium, paving materials and utility
trench marking material.
• Some brands of home insulation contain
as much as 40% recycled bottle glass.
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THE WORLD OF INDUSTRY PRODUCT
STEWARDSHIP (IPS)
These are the principles that underpin the success of the Encorp system…
Encorp is one of a small, but growing, number
of organizations which have been created to
manage used beverage containers, and other
end-of-life products and packaging. What makes
Encorp different from most of these other
organizations is its governance structure which
is solely private-sector with no direct involvement
by any level of government.
Stewardship organizations in other Canadian
jurisdictions have, to a greater or lesser degree,
some form of government involvement in their
corporate governance and, in some cases, provide

government with a source of revenue through
"escheats".
The industry stewardship model, as used by
Encorp, enables the organization to concentrate
on its core purpose without either government
involvement or the diversion of revenues to
other purposes. While reducing government
involvement, the IPS model still ensures that
government, and other stakeholder interests are
addressed.
The following table highlights some of the major
differences between Canadian jurisdictions:

Escheats1

Delegated
Administrative
Organization2

Board
Appointees by
Government3

Industry Product
Stewardship
Model4

British Columbia

NO

NO

NO

YES

Alberta

NO

YES

NO

NO

Saskatchewan

YES

YES

YES

NO

Manitoba

YES

NO

YES

NO

Ontario

NO

YES

NO

YES

Quebec

NO

YES

NO

NO

New Brunswick

YES

NO

NO

NO

Nova Scotia

YES

YES

YES

NO

Newfoundland

YES

YES

YES

NO

PEI

NO

YES

YES

NO

Province

Notes:
1. Legally defined as the “reversion of property to the state in the absence of legal heirs or claimants”. In beverage systems it is the
diversion by government of beverage deposits or levies to uses other than the operation of the beverage collection system in that
Province.
2. A government-established organization with powers affecting the financial operation of the stewardship program. These powers
include but are not limited to the setting of handling fees to be paid to depots, the enforcement of the performance provisions of the
regulation and the setting of levies to be paid by brandowners for the administrative costs of the organization.
3. The legislated power of government to either, appoint Directors to or determine the composition of, the Board of Directors of the
stewardship agency.
4. A regulatory concept where industry is permitted to operate its’ waste diversion system free from direct government control or
involvement. Generally government limits its role to establishing “backdrop” regulation, the setting of performance requirements,
administering penalties for non-compliance and publishing annual performance reports.
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The success of the Encorp model requires that the interests of three main groups are recognized
and balanced…
1. The Public
Paramount amongst these groups is the public at large who,
either as electors or consumers, influence the actions of all the
others. While the public may demand measures of an
environmental nature which lead to product stewardship
requirements, when acting as consumers, the public also sends

demands to brandowners and retailers that can be different to,
and can even contradict, their environmental demands.
An example of this might be the sales appeal of a new product
over-riding the consumers’ environmental concerns.

2. Government and Non-Profit Sector
Environmental non-government organizations influence
governments at all levels with respect to product stewardship.
Often not concerned with how, or by whom, product stewardship
is delivered, these groups seek solutions which provide the
maximum environmental improvement. These groups influence
decision-making by focusing on specific environmental issues
and raising general public awareness of them.

population to ensure their continuation in power. Of particular
concern to government is the level of taxation that they must
levy on their electors. Actions which move costs for needed
services into sectors for which governments are not held
responsible, and thereby allow governments to reduce or
reallocate taxes, will always be attractive no matter what level
of government is involved.

Governments at all levels are required to deliver programs
which find favour with a large enough segment of the

In British Columbia, local & regional governments have a
statutory responsibility for solid waste.

3. For-Profit Sector
Responding to consumers, product brandowners and retailers
are constantly devising new products, cutting costs for existing
ones and implementing new programs to increase their sales
and profits. If the demand is for environmentally sensitive
products, the market will respond in kind just as it will if the
market demand is for lower prices. While the public may not
know it wants new products until they are presented to the
market, public response is the only determining factor in
whether a new product succeeds or not. The result is a highly

competitive goods producing and retailing market place in
which environmental concerns are only one of the many factors
in design, production, distribution or eventual disposal.
An additional component in the For-Profit sector is the recovery
and recycling industry. Less influenced by direct public demand
and more by markets for its products and government
regulation, this industry is competitive at specific times, such
as contract bidding, but is otherwise not influenced to any great
degree by the open public market for products.

Industry Product Stewardship Agency
Set up with responsibilities to each of the above groups, an industry product stewardship agency sits in a relatively new, and still small,
category of organizations which can be described as the Not-For-Profit Corporate Sector. With its private sector ownership industry
product stewardship agencies are tasked, motivated and measured by standard business practices but, with a not-for-profit status, public
policy mandate and independent governance model, they have a much higher degree of public accountability than is common in the private
sector.
The diagram on the following pages lays out the relationships managed by an IPS agency…
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THE WORLD OF INDUSTRY PRODUCT STEWARDSHIP (IPS)
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The diagram below shows how each of these groups interacts with each other and influences the Not-For-Profit
Corporate Sector in which industry product stewardship agencies operate most effectively.
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ENCORP GOVERNANCE
The operations of Encorp’s Board of Directors follow the principles of Industry
Product Stewardship…
In keeping with its role as an Industry Product Stewardship company, Encorp places great emphasis
on its own governance model. Our goal is to consistently achieve high standards of accountability and
transparency.
ACCOUNTABILITY
A fundamental part of our commitment to accountability is a Board Manual for Directors prepared for
Encorp by one of Canada’s leading experts in corporate and not-for-profit governance. The manual
covers such key items as terms of reference for the Board, the Chair, Directors and the CEO, and a Code
of Conduct for Directors including conflict of interest guidelines. The manual also sets out on how
committee memberships are to be established, lays out terms of reference for Encorp’s Board committees
and specifies important review processes that the Board must undertake of the President and of its own
performance. Each year, Directors complete a written Board Assessment whose results are evaluated
and reported to the Board through the Governance Committee.
TRANSPARENCY
Our commitment to transparency is demonstrated in the publication of this Annual Report. As a private
company, we have not had an obligation to publish audited financial statements. However we hold the
view that a stewardship company should make public all that it can. Therefore, since 2001, we have
published our financial statements. In addition, we provide the Advisory Committee with a full briefing
on our annual budgets and our brandowner members with an annual Report to the Members
ROLE FOR THE BOARD
The Board is charged with determining the company’s strategy and policies, setting objectives for the
CEO, approving budgets and fees and discharging its fiduciary obligations to the brandowners and other
stakeholder groups. It provides oversight of Encorp’s operations through quarterly board meetings,
an annual strategic planning session and regular committee meetings.
ROLE FOR COMMITTEES
There are four Board committees:
Audit, which is charged with overseeing financial reporting, assessing the company’s risk and control
environment and evaluating internal control and the independent audit processes.
Human Resources and Compensation, which establishes the performance evaluation of the President,
recommends the President’s compensation and ensures that the company has an appropriate
organizational structure and succession policy.
Governance, which has a public duty and a trust obligation with respect to the purposes, objects, structure
and makeup of the company and its Stewardship Plan. It is also the committee which includes a nonBoard member in the person of the Chair of the Advisory Committee.
Nominating, which is tasked with developing criteria which the Board may consider in making
appointments to the Board and to the Advisory Committee. (See page 24.) The Committee works to
ensure that the Board has an appropriate balance of Director skill sets and experience.
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ENCORP PACIFIC (CANADA)
BOARD OF DIRECTORS 2004
Rear L to R – Colleen Newell, David Ryzebol,
Larry Brookes, Bryan Walton, Liisa O’Hara
Front L to R – Gemma Zecchini, Neil Hastie,
Dan Wong, Janice Harrington
Inset – Dale Parker (L), Lorne Campbell (R);
Absent – Jeff Novinger

NAME

TITLE

ENCORP AFFILIATION

COMMITTEES

Dan Wong – Chair

President,
D. Wong & Associates Public Affairs

Juice Council of British Columbia

* Audit
* Governance
* Compensation

Larry Brookes

VP Industrial Operations
Danone Waters of Canada

British Columbia Bottled Water
Association

* Audit

Lorne Campbell

Vice President of Grocery Operations
Thrifty Foods

Canadian Council of Grocery
Distributors

* Compensation

Janice Harrington

Manager of Public Affairs - Western Canada
Coca-Cola Bottling Company

Refreshments Canada

* Nominating

Neil Hastie

President & CEO
Encorp Pacific (Canada)

Inside Director

* Nominating

Colleen Newell

VP Environment & Government Affairs
Pepsi-QTG Canada Ltd.

Refreshments Canada

* Audit

Liisa O’Hara

Commissioner,
British Columbia Utilities Commission

Unrelated director

* Audit
* Nominating

Dale Parker

Chair,
Pacific Parkinsons Research Institute

Unrelated director

* Governance
* Compensation

David Ryzebol

Vice President Public Relations and
Government Affairs
Canada Safeway Limited

Canadian Council of Grocery
Distributors

* Nominating

Bryan Walton

Vice President, Western Region
Canadian Council of Grocery Distributors

Canadian Council of Grocery
Distributors

* Governance

Gemma Zecchini

President and Chief Executive Officer
Refreshments Canada

Refreshments Canada

* Governance
* Compensation
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cont’d from page 22

Advisory Committee
In addition to the Board committees, the Encorp governance
structure also includes an Advisory Committee consisting of
stakeholder representatives from local governments,
environmental organizations, institutions, small brandowners,
non-profit organizations and depots. The Advisory Committee
controls its own membership by recommending new and
replacement members to the Board’s Nominating Committee.
The Advisory Committee usually meets twice annually to
review and comment on budgets, financial statements and

consumer awareness campaigns. The Committee is
empowered through Encorp’s bylaws to place motions directly
on the Board’s agenda and to require a response from the
Board.
The overall structure of Encorp’s governance is closely aligned
with the recommended guidelines for public companies as
established by the Toronto Stock Exchange.

ADVISORY COMMITTEE 2004
Andy Telfer (Chair)

Discovery Coast Greenways Land Trust

Wally Erickson

SFU/Delta Recycling

Al Lynch

North Shore Recycling Program

Ken Lyotier

United We Can

Russell Moore

Greatwater Custom Label Inc.

Mondee Redman

Burnaby School District #41

Brenda Southam

British Columbia Bottle Depot Association

Catarina Wong

Coremark International Inc.

Natalie Zigarlick

Recycling Council of British Columbia

ADVISORY COMMITTEE
Rear L to R – Brenda Southam, Ken Lyotier,
Russell Moore, Mondee Redman
Front L to R – Catarina Wong, Andy Telfer,
Natalie Zigarlick, Al Lynch
Inset: Wally Erickson (L), Reinhard Trautmann (R)
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BRANDOWNERS REPRESENTED BY ENCORP
3 D Distribution Canada Ltd.
7-11 Canada

Dole Foods of Canada Ltd.
Drinkawater Sales Ltd.

A. Bosa & Co. Ltd.
A. Lassonde Inc.
Acklands - Grainger Inc.
Albi Beverages Division of Triton Marine Group
Alfresh Beverages Canada Corp.
Allcity Importers Ltd.
Alta Beverage Corporation
Amari Enterprises Inc.
Anchor Foods International Ltd.
Anco Enterprises Limited
Arctic Chiller Ltd.
Arla Foods Inc.
Artesian Ice Ltd.
Avalon Dairy Ltd.
Avani Water Corporation
Aviara Sales Inc.

Edoko Food Importers Ltd.
Elco Fine Foods Inc.
Elko Developments Ltd.
Eurobubblies Canada Inc.

Bimex Marketing & Distribution Inc.
Bioforce Canada Inc.
Blackwell Dairy Farm Inc.
Blue Spike Beverages Inc.
Bottle Green Drinks Co. Canada Inc.
Bremner Foods Ltd.
Bridge Brand Food Services Ltd.
Calkins & Burke Limited
Campbell Soup Company of Canada
Canada Pure Water Co. Ltd.
Canada Safeway Limited
Canada Youth Orange Network (CYONI)
Canadian Choice Wholesalers Ltd.
Canda Enterprise Co. Ltd.
Carley Spring Water Sales
Carmanah Valley Beverages Ltd.
Cawston Cold Storage Ltd. / Nature's First Fruits
Central Boeki Canada Ltd.
Chilliwack Water Store Ltd.
Clearly Canadian Beverage Corp
Clubwater Incorporated
Coca-Cola Bottling Ltd.
Concord Sales Ltd.
Continental Importers Ltd.
Continental Packaging Ltd.
Core-Mark International Inc.
Corinthian Distributors Ltd.
Costco Wholesale
Cott Beverages Canada
Culligan Private Reserve
Dairyland Fluid Div. Ltd. (Saputo Inc.)
Danone Naya Waters Inc.
Danone Waters of Canada
Dattani Wholesalers (a Div. of Dattani Foods Ltd.)
Di Ioia Brothers Inc. (Moozoo)
Diamond Springs Water Co.
Distribution Missum Inc.

26

Falesca Importing Ltd.
Far East North America Food Ltd.
Far-Met Importers Ltd.
Federated Cooperatives Ltd.
Fok's Trading (Canada) Ltd.
Fountain Drinks (Canada) Co. Ltd.
Fukuda Trading Co. Ltd.
Garland International Holdings (Canada) Ltd.
Garrod Food Brokers Ltd
Glacierwind Specialties
Global H20 Resources Inc.
Golden Boy Foods Inc.
Golden Bright Enterprises Ltd.
Great Western Brewing Company Limited
Greatwater Custom Label Inc.
H. J. Heinz Co. of Canada Ltd.
H.Y. Louie Co. Ltd.
Hanif's International Food Ltd.
Happy Planet Foods Inc.
Hong Dao Business Development Ltd.
Horizon Distributors
Horsting's Farm Market
Hudson's Bay Company
Hung Gay Enterprises Ltd.
I-D Foods Western Corp/Snapdragon Natural Foods
Intersave West Buying & Merchandising
Invemere Hardware & Building Supplies Co. Ltd.
Island Farms Dairies Co-op Association
J West Food Systems Ltd.
Jace Holdings Ltd. (Thrifty)
JAMP Pharma Corporation
Jet Trading Co. Ltd.
Jiva Organic Manufacturing & Distributors Inc.
Jones Soda Co.
Joriki Inc.
Kan-Pak, LLC
KO&C Enterprises Ltd.
Konings Wholesale
Kraft Canada Inc.
Kwong Man Sang Co. Ltd.
Lakeport Brewing Corporation
Landmark Dairy Ltd.
Le Kiu Importing Co., Ltd.
Leading Brands of Canada, Inc.
Left Coast Trading Company Inc.
Lekker Foods Distributors Ltd.
Liquidation World
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Liusco Enterprises Co. Ltd.
London Drugs Limited
Macdonalds Consolidated Ltd.
Malinda Distributors Inc.
Mandisa, Inc.
Martin-Brower of Canada Ltd.
Matheson Creek Farm Ltd.
McCain Foods (Canada)
McKesson Canada
Miller Springs Ltd.
Motts Canada, Cadbury Beverages Canada
Mountain Manna Water & Ice Co.
Mr. Case Inc.
Nanton Water & Soda Co.
National Importers Ltd.
Natural Brands, Inc.
Natural Glacial Waters Inc.
Natureland Bio Products
Natures Perfection
Nature's Pop Sales
Nature's Water Corp.
Neptune Food Service Inc.
Nestle Waters Canada
New World Imports Ltd.
New World Natural Foods Ltd.
Nishimoto Trading Co. Ltd.
Noel Canning/Division of Noel Corporation
North American Tea & Coffee
Northleaf Foods Ltd.
NTC Industrial Co. Inc.
Nutrition Zone Products Inc.
O2 Water Distributors Ltd.
Ocean Spray International Inc.
OGEM
Olympic Foods, Inc.
Orque Tradevelop Corporation (Canada)
Otis McAllister, Inc.
Overwaitea Food Group/Save-On-Foods
Pacific Bottleworks Company Ltd.
Pacific Exotic Foods Inc.
Paradise Foods International Inc.
Parmalat Canada
Pepsi-Quaker Tropicana Gatorade Canada
Polaris Water Company Inc.
POM Wonderful LLC
Prairie Natural Processing Inc.
PRB Enterprise Inc.
Principal Sales Inc.
Profood International Corporation
PSC Natural Foods, Ltd.
Purified Water Store Corporation
Quixtar Canada Corporation
Qwest Foods Ltd.
Real Water

Encorp Pacific (Canada) 2004 Annual Report

Renegade Private Stock Ltd.
Rocky Mountain Chocolate Factory
Roy's Ice N' Bottled Water
SAAN Stores Ltd.
San Remo Importers Ltd.
Santa Maria Foods Corp.
Scott-Bathgate Ltd.
Sea-Van Distributors Ltd.
Shoppers Drug Mart
Siena Foods Limited
Snapple Beverage Group
Sobeys Capital Inc.
Sparkling Ice/Talking Rain Beverage
Star Marketing Ltd.
Stars Trading Co. Ltd.
Sun Pac Foods Limited
Sun Wah Foods Ltd.
Sun-Rype Products Ltd.
T&T Supermarket Inc.
Tak Tai Trading Co. Ltd.
Tazo Tea Company
Tetley Canada Inc.
TFB & Associates Limited
The Apple Valley Juice Corp.
The Minute Maid Company Canada Inc.
The Pepsi Bottling Group
The TDL Group Corp.
Thomas Canning (Maidstone) Limited
Three Valley Mountain Spring Water Ltd.
Transcold Distribution (BC) Ltd.
Tree of Life/Gourmet Award Foods Canada - West
Tree Top, Inc.
Triple Jim's Enterprises (1984) Ltd.
Tun Hau Enterprises (Canada) Ltd.
Uno Foods Inc.
Upper 49th Imports Inc.
Van Isle Artesian Springs
Vancol Canadian Industries Inc.
Vansky Trading Co. Ltd.
Vitality Food Service Canada Ltd.
Wallace & Carey Ltd.
Wal-Mart Canada Inc.
Watermark Beverages Inc.
Weaver's Canada Imports Ltd.
West Coast Water Store Ltd.
Westfair Foods Ltd.
Wet Planet Beverages
White Light Distributors Ltd.
Wild West Organic Harvest Co-op
Wm. Bolthouse Farms, Inc.
Worrenberg Farms
Zagu Foods Corporation
Zebroff's Organic Farm
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MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL REPORTING
The financial statements of Encorp Pacific (Canada) have been prepared by management
in accordance with generally accepted accounting principles in Canada. Any financial
information contained elsewhere in this report has been reviewed to ensure consistency
with the financial statements.
Management is responsible for the integrity of the financial statements and has
established systems of internal control to provide reasonable assurance that assets are
safeguarded, transactions are properly authorized and financial statements are prepared
in a timely manner.
Encorp Pacific (Canada) maintains a system of internal accounting and administrative
controls. They are designed to test the adequacy and consistency of internal controls,
practices and procedures.
KPMG LLP, the independent auditors appointed by the Board of Directors, have audited
the financial statements of Encorp Pacific (Canada) in accordance with Canadian generally
accepted auditing standards. The Auditors’ Report outlines the scope of this independent
audit and expresses an opinion on the financial statements of Encorp Pacific (Canada).

Neil Hastie
President & Chief Executive Officer

Bill Chan, CGA, MBA
Vice President & Chief Financial Officer

May 18, 2005
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Financial Statements of

ENCORP PACIFIC (CANADA)
Years ended December 31, 2004 and 2003
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AUDITORS' REPORT
To the Members of
Encorp Pacific (Canada)
We have audited the statement of financial position of Encorp Pacific (Canada) as at December 31,
2004 and the statements of operations, changes in net assets and cash flows for the year then
ended. These financial statements are the responsibility of the Corporation's management. 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 plan and perform an audit to obtain reasonable assurance whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation.
In our opinion, these financial statements present fairly, in all material respects, the financial position
of the Corporation as at December 31, 2004 and the results of its operations and its cash flows for
the year then ended in accordance with Canadian generally accepted accounting principles.

Chartered Accountants
Vancouver, Canada
March 18, 2005
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ENCORP PACIFIC (CANADA)
Statements of Financial Position
December 31, 2004 and 2003
2004

2003

$ 15,657,895
11,116,238
23,514
26,797,647

$ 8,597,271
13,564,550
33,711
22,195,532

258,199

229,034

$ 27,055,846

$ 22,424,566

$ 14,482,736

$ 15,437,610

258,199
4,809,868
7,505,043
12,573,110

229,034
4,307,325
2,450,597
6,986,956

$ 27,055,846

$ 22,424,566

Assets
Current assets:
Cash and cash equivalents
Accounts receivable
Prepaid expenses and deposit

Capital assets (note 3)

Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued liabilities
Net assets:
Invested in capital assets
Internally restricted reserve (note 4)
Unrestricted

Commitments (note 6)
See accompanying notes to financial statements.
Approved on behalf of the Board:

Director
Director

Encorp Pacific (Canada) 2004 Annual Report
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Director
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ENCORP PACIFIC (CANADA)
Statements of Operations
Years ended December 31, 2004 and 2003

Revenue:
Deposits on containers
Container recycling fees
Contract fees
Sale of recyclable materials
Other

2004

2003

$ 75,305,539
17,875,808
11,579,608
13,433,600
290,519
118,485,074

$ 70,736,536
7,665,572
12,951,684
10,881,275
325,435
102,560,502

60,407,400
58,077,674

57,545,687
45,014,815

32,936,371
412,648
14,780,558
48,129,577
9,948,097

30,489,947
375,280
13,768,937
44,634,164
380,651

2,401,321
1,649,368
76,838
234,416
4,361,943

2,432,946
1,489,960
72,568
407,580
4,403,054

Deposit refunds

Direct operations expenses:
Handling fees
Depot operations
Transportation and processing fees

Other expenses:
General and administrative
Consumer awareness
Amortization
Foreign exchange loss

Excess (deficiency) of revenue over expenses

$

5,586,154

$ (4,022,403)

See accompanying notes to financial statements.
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ENCORP PACIFIC (CANADA)
Statements of Changes in Net Assets
Years ended December 31, 2004 and 2003

Balance, beginning of year
Excess (deficiency) of revenue
over expenses

Invested in
capital
assets

Internally
restricted
reserve

Unrestricted

$ 229,034

$ 4,307,325

$ 2,450,597

(76,838)

-

2004
Total

2003
Total

6,986,956

$ 11,009,359

5,662,992

5,586,154

(4,022,403

$

Investment in capital assets

106,003

-

(106,003)

-

-

Internal restrictions (note 4)

-

502,543

(502,543)

-

-

$ 258,199

$ 4,809,868

Balance, end of year

$ 7,505,043

$ 12,573,110

$

6,986,956

See accompanying notes to financial statements.
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ENCORP PACIFIC (CANADA)
Statements of Cash Flows
Years ended December 31, 2004 and 2003
2004

2003

Cash provided by (used in):
Operations:
Excess (deficiency) of revenue over expenses
Amortization, an item not involving cash
Changes in non-cash operating working capital:
Accounts receivable
Prepaid expenses and deposit
Accounts payable and accrued liabilities

Investments:
Purchase of capital assets

$ 5,586,154
76,838
5,662,992

$ (4,022,403)
72,568
(3,949,835)

2,448,312
10,197
(954,874)
7,166,627

(2,757,077)
12,155
292,084
(6,402,673)

(106,003)

(36,750)

Increase (decrease) in cash and cash equivalents

7,060,624

(6,439,423)

Cash and cash equivalents, beginning of year

8,597,271

15,036,694

$ 15,657,895

$ 8,597,271

Cash and cash equivalents, end of year

See accompanying notes to financial statements.
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ENCORP PACIFIC (CANADA)
Notes to Financial Statements
Years ended December 31, 2004 and 2003

1. Operations:
Encorp Pacific (Canada) (the “Corporation”) was incorporated without share capital pursuant to
Part II of the Canada Corporations Act on October 1, 1998. The Corporation is exempt from
income taxes and carries on its operations without monetary gain to its members.
The objectives of the Corporation are to promote and facilitate the recycling of used beverage
containers in British Columbia through education, public awareness and management of the
Recycling Regulation. Although an excess or deficiency of revenue over expenses may occur on
an annual basis, the Corporation’s long-term goal is to operate on a cost recovery basis.
The Corporation has been appointed by participating brand owners pursuant to the terms of the
Recycling Regulation that became effective on October 7, 2004 under the Environmental
Management Act of British Columbia. The Recycling Regulation repealed the Beverage
Container Stewardship Program Regulation that had been in effect since October 1, 1998.
Under this appointment, the Corporation acts to develop a Stewardship Plan in the form
prescribed by the Regulation for the collection and management of containers for and on behalf
of the brand owners in an efficient, cost-effective, and socially and environmentally responsible
manner. The appointment also allows the Corporation to establish charges for its services as
required to generate fees sufficient to meet its current and future financial requirements, including
deposit refunds and operating costs.
2. Significant accounting policies:
These financial statements have been prepared in accordance with Canadian generally accepted
accounting principles, incorporating the following significant accounting policies:
(a) Cash and cash equivalents:
Cash and cash equivalents include cash and short-term instruments with a maturity date of
three months or less from the date of inception.
(b) Revenue:
Deposits on containers and container recycling fees are received from brand owners on each
container sold in the province of B.C. The Corporation records revenue on containers upon
the sale of containers by the brand owners.
Recyclable materials revenue is recorded on the date the containers are sold by the brand
owners.
Contract fees are recorded when the services are provided.
(c) Deposit refunds, direct operations expenses and other expenses:
Deposit refunds, handling fees and transportation and processing fees are recorded on the
date the containers are sold by the brand owners. Other expenses are recorded as they are
incurred.
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ENCORP PACIFIC (CANADA)
Notes to Financial Statements
Years ended December 31, 2004 and 2003

2. Significant accounting policies (continued):
(d) Accruals for recyclable materials revenue and direct expenses:
The recyclable materials revenue accrual and accruals for deposit refunds, handling fees and
transportation and processing fees for containers on which fee revenue has been recorded,
but which have not yet been returned for refund, are estimated based on the industry
average rate of recovery of used beverage containers. The determination of such accruals is
subject to estimates that reflect management's determination of the most probable set of
economic conditions, including the estimated turnaround time for consumers returning used
beverage containers for refunds, the percentage of used beverage containers being diverted
to recycling depots, the estimated fees for services, and recyclable materials revenue prices.
(e) Capital assets:
The Corporation records capital assets at cost less accumulated amortization. Amortization is
calculated as follows:
Asset

Rate

Office equipment
Computer hardware
Computer software
Leasehold improvements

20% declining balance
30% declining balance
30% declining balance
3 - 5 years straight-line

(f) Use of estimates:
A precise determination of many assets and liabilities is dependent upon future events, and
therefore, the preparation of financial statements requires management to make estimates
and assumptions. These estimates 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 revenue and expenses during the reporting period. Actual results
could differ from those estimates.
3. Capital assets:

Cost
Office equipment
Computer hardware
Computer software
Leasehold improvements

38

2004
Net book
value

Accumulated
amortization

2003
Net book
value

$

207,536
143,174
264,170
50,719

$

68,982
108,242
196,979
33,197

$

138,554
34,932
67,191
17,522

$

82,349
40,482
76,339
29,864

$

665,599

$

407,400

$

258,199

$

229,034
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ENCORP PACIFIC (CANADA)
Notes to Financial Statements
Years ended December 31, 2004 and 2003

4. Internally restricted reserve:
In 2001, the Board of Directors established an internally restricted fund in recognition of the
principle that the costs of recycling each container type are to be borne independent of other
container types. A further $502,543 (2003 - $3,164) was transferred during the current year. The
objective of the reserve is to defer the implementation of the container recycling fee on container
types for which the current unredeemed deposits exceed the net costs of recycling. The reserve
may also be used to develop and implement strategies to improve recovery rates of these
specific containers.
5. Credit facility:
The Corporation has available a $4,000,000 credit facility bearing interest at the bank's prime rate
plus 1/4% per annum consisting of a $2,000,000 demand revolving operating loan by way of a
current account overdraft and a $2,000,000 electronic funds transfer facility. The Corporation has
provided a general security agreement, a general assignment of book debts, and an assignment
of all risk insurance as security for the credit facility. At year-end, there were no funds drawn on
the facility.
6. Commitments:
The Corporation has entered into operating leases for its premises and certain equipment. The
total future minimum lease payments for the years ending December 31 are as follows:
2005
2006
2007

$ 462,113
358,465
202,273

7. Fair value of financial instruments:
The carrying value of cash and cash equivalents, accounts receivable and accounts payable and
accrued liabilities approximate their fair value due to the relatively short period to maturity of the
instruments.
8. Related parties:
The Corporation owns 100% of Encorp Pacific Inc. (EPI), an incorporated company. EPI is
inactive and its statement of financial position is as follows:
Cash

$

2

Shareholder’s equity

$

2

During the year, the Corporation paid $110,013 (2003 - $105,554) in Board expenses, which
includes fees for some directors, reimbursable and meeting room expenses.
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