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Tire Stewardship B.C.
Scrap Tire Recycling Program (TSBC Program)

SUMMARY OF CURRENT PROGRAM POLICIES

(January 2009)

Export

No financial assistance is available for the expbxthole tires, partially processed products of~TD
Processors are permitted to receive financial @ssis, in the form of the usual transportation pratessing incentives,

for the export of TDP upon proof of sale to anielig end user in the export market. Priority mastgiven to serving the
needs of British Columbia end users.

Audit Requirements

The TSBC Board may require, at its sole discreti@t participants who receive funds under the @ogsubmit audited
financial statements. The cost of these auditshsiborne by the participants. As an administeagiractice, the TSBC
Board may choose to waive the audit requirementtadltiee high cost this may impose on some smatigiaants. A
preliminary minimum annual claim level of $10,0@0 processors and $25,000 for end users has btaes ag internal
guideline for adherence to this policy.

Exclusive Rights

The TSBC Board will not grant exclusive territoights to any participant in the TSBC program, ex@pfollows:

* The TSBC Board may assist local governments ireiteblishment of marshalling yards in areas whene rexist or
are likely to be established due to low volumestrek or other constraints.

 The TSBC Board may revise transportation incentites to support processors or end users in getuigedly
separate regions.

Maximum Inventory Limits

A registered processor may accept and receivedhsgortation incentive for not more than 50,008spager tire
equivalents (400 tonnes, whole or processed) taiprocessor has demonstrated that it has a nfarkiet product. A
maximum of 50% of this total may be accumulatedtehctual installation and operation of the prergsequipment,
provided the processor demonstrates a continuasigndicant financial commitment to processingsir

Upon commencement of operations* and demonstrati@nmarket for its product, a processor will benpiged to
accumulate a total maximum inventory of whole tig®cessed tires, partially processed produdnestied product up
to a maximum ofwelve months salesThe maximum inventory level will include invemgcheld by parties on which the
processor is deemed to have economic dependetearia of markets even if a "sale" has been recorddis is a
maximum limit; lower inventory levels or furthersteictions may be imposed by other policies. Thaximum permitted
inventory will be established by the Program Adsiirdtors in consultation with the affected processo

Processors will be required to post a bond sufiicie reflect the level of inventory at their prgsing facility, and
inventories at sites under their control, and thieptial costs associated with any subsequentgteahthat inventory.

*ADDENDUM:

Effective May 6 1997, implement the following regaments: (1) in advance of its registration in T®&BC program, a



new processor must demonstrate proof of havingredcn acceptable site for its scrap tire procgdsiaility; (2) within
90 days of the date indicated on the "ConfirmatibRegistration”, the new processor must begin @ssinig scrap tires in
the manner described on its approved Form R, aleasribed on other documents approved by the TSBgrgm; and
(3) having failed to commence operations as desdrib 2, the processor will, at the discretionhd TSBC Board, be
de-registered from the TSBC program and a new &pptin for Registration will be required in congiglon of its
reinstatement.

Stockpile Removal

Applications for additional assistance by eligipkaties will be considered on a site-specific bagiere the available
transportation incentive is insufficient to coviee ttosts. All applications will be subject to dahility of funds in the
TSBC program budget.

Sites which are under local government control bgligible for assistance under this policy. Reahof tires from a
privately owned site is not eligible for assistanoeler any circumstances.

A local government must establish its eligibilityder this policy prior to proceeding with the clapn It must also enter
into a Letter of Agreement with TSBC Board regagdihe procedures to be followed.

Any funding provided would be a one-time contribation the understanding that a tire managementgmowould be
initiated to avoid the need for any future cleapopject.

TDF Processor Incentive Rate

TDF1: $127 per tonne for shred processed for Teaved Fuel (TDF)

(Note: See Policy #26 for Whole Tire TDF Rate)

Financial Support for 2R Users

* No processing assistance is available for usedetneaded tires.

« Assuming suitable arrangements can be made, 2R wikbe allowed access to stockpiles of tiresegfistered
processing facilities, whose primary purpose ipricess whole tires, with no reduction in transgtioh assistance
to the registered processor. Where a reasonaiplesefor access is denied, the TSBC Board mayvite.

e Scrap tires diverted for 2R use at the generatd€sor prior to delivery to a registered procegdacility, will not be
eligible for transportation incentive as the TSBGaBl will be unable to secure independent verificadf the
existence or weight of the tires.

» Eligible uses of whole tires for purposes othentha a tire will be considered for the variablerais of financial
assistance as detailed in separate policies.

Eligibility for Whole Tire Feed System to Receive mcentives

(1) Incentive Rate
TDF2: $98.00 per tonne for passenger/light tridstonly. This rate will be reduced to $73.00 fpeme effective
April 01, 2009.

(2) Eligibility limit for MT tires
Incentive eligibility for TDF for MT tires is onlppplicable in the case of one-time landfill clgauojects, under
pre-agreement between the TSBC Board and the dmsa@rnment operators, provided the tires are rechat@o
cost to the local government.



Incentive Eligibility for Medium Truck (MT) Tires

As a general rule, only TDP processors will beikeleto receive full incentives for MT tires, subjeo demonstrated
capacity, inventory controls and program budgefrit®ons.

Incentive eligibility for MT tires will be extendeith TDF processors for one-time landfill clean-upjpcts, under pre-
agreement between the TSBC Board and local governoperators.

If it becomes apparent that the TDP sector canandle the volume of MT tires, the TDF sector reraan alternative at
the eligible TDF incentive rates.

ADDENDUM:

Extend incentive eligibility to medium truck tiresiduals resulting from an approved TDP end usederas TDF at the
normal TDF processing incentive rates.

System Stability

1. The TSBC Board's normal practice will be to revibe rates of assistance on an annual basis, wjtklaanges to be
announced on or as soon as possible after Novehsbef each year.

2. Changes which reduce the level of incentive wilkfffective following a period of one year, but nisyimplemented
sooner if acceptable to affected industry stakedrsldsubject to item 4 below.

3. Changes which increase the level of a incentive beainplemented immediately.
4. The TSBC Board reserves the right to change ineemivels at any time when necessary for the vtgluf the

program or to achieve important program goalspfaithg consultation with, and as much notice as iptes$o,
affected industry stakeholders.

TDP Processor Incentive Rate Structure

The rate of incentive available to eligible proaegsswill be based on the level of assistance reduio realize the
diversion and viability potential of the operation.
The rates of processor incentive are:

 TDP1-atup to $266 per tonne. Includes operatibasreduce the scrap tire to a highly processed,foypically
to a crumb rubber or powder form for use in prodgaeiew products such as blocks or mats (partizke g to
approximately 5/164nd free of steel and fibre). The component valuethefTDP1 rate are as follows: crumb
rubber @ $352 per tonne / steel and fibre @ $16agmme.

* TDP2 - at $140 per tonne. Includes operations thatgs® or change the shape of the scrap tire biseutil
components of the scrap tire essentially in thegioal form: examples include blasting mats andatae terrain
mats. Also includes end products made from sdragshred: particle size range >5/16" up to 3/4".

» TDP3, at $69 per tonne, is characterized by high-volup@ieations such as coarse shred used as road-fill.

e TDP4 -at a nil incentive rate, where the product willhade from the whole tire in its original form. Tsportation
assistance will be available to ensure accesgap stes as feedstock is available.

» TDP 5 —at $140 per tonne for the shearing and disposB{®fenerated scrap Rear Agricultural and Logger /
Skidder tires that have received an Advance Didjesa

 TDP6 —at $2.52 per Medium Truck Tire received for praieg into either TDP1 or TDP2



Eligible Distance for Transportation Incentive Purposes

ISSUE:

The appropriateness of a policy whereby the trartigpon incentive paid is based on the distandbémearest eligible
registered processor, herein referred to as thgilitd distance”.

DECISION:

Effective immediately, implement the "Lower Mainth@atchment Area” approach to eligible distancelessribed
below.

Lower Mainland Catchment Area:

This approach to eligible distance was developetherasis of historical performance in PLT and fiéTved to existing
participants. As such, this approach will be scbje review in the event of a change of distribntof the scrap tire
processing capability across the province, paditylon Vancouver Island or in the central Interidr significant change
will necessitate an analysis of its impact on thlcy’s objectives, as provided above.

For purposes of eligible distance, the followingefcatchment areas, derived from existing procdssations, will be
applied: (1) Vancouver Island: (2) Lower Mainlaif@) Northern; (4) Interior; and (5) South Eastern.

Based on these catchment areas, the movementagpf BET and MT tires that will presently qualify fisansportation
incentives are:

from a Lower Mainland generator - - to a Lower Maid processor;

from a Vancouver Island generator - - to a Vancolsiand or Lower Mainland processor;
from an Interior or Northern generator - - to atefior or Lower Mainland processor; and
from a South Eastern generator - - to a South Egdtgerior, or Lower Mainland processor.

rwbdPRE

The eligibility of claims for transportation incérgs will continue to be subject to compliance vathother TSBC
Program policies and procedures.

It is the expectation of Program Administrators @ Lower Mainland and existing Vancouver Isl&f@ tire
processors will work together to ensure an adecugiply of MT’s remain available on Vancouver Islan meet local
demand. In the absence of such cooperation, ahdswbstantiated demand for scrap tires on Vanedsiand, the
catchment area approach may also be extendeditdHerflow of scrap tires from Vancouver Island.

It is the responsibility of participants to conté@ebgram Administrators for advance eligibilityings in circumstances
not addressed by the policy restrictions and egtiects discussed above. In the absence of suchsdisn, the lowest
eligible distance as determined by the TSBC progséltrapply.

Where a potential environmental risk or other sesiprogram non-compliance issue exists, the TSBa&dBand/or

Program Administrators will intervene to restrigetoffending processor’s ability to accept tired aiill withdraw its
eligibility to claim transportation incentives. iEHimitation will override all other consideratismvithin this policy.

Reimbursement of Ferry Incentives

» Effective June 15, 1997, implement standard reisdmment of One-Way Ferry Incentives (either vasyeligible.

« Consistent with current practice, designate One-W&yy Incentives to include:
one-way ferry fare for the truck and one driveyspl
a flat downtime allowance.

» Require submission of the original receipt for reimsement of the ferry fare, with no supportingutoentation
required to claim the downtime allowance.

» The eligibility guidelines with respect to the nimim load size and the amount of the downtime alimsare:
4



= Eligible load size for ferry fare reimbursemerhe load of scrap tires must consist of a mininoira00
passenger tire equivaler@rd, as ferry fares are based on truck length, thespart vehicle must be filled at or
near capacity with scrap tirg&Replaced, see addendum below).

= Calculation of downtime allowanceFor each eligible load, a flat allowance of $1@0 be available for the
Vancouver Island route. Assistance for other mut#l be based on the average downtimes for tkpseific
routes.

ADDENDUM:

Effective February 15, 2001, the one-way ferry fauding driver and downtime (if applicable) whle pro rated based
on the size of the load. The program has setdepeemined capacity for each load at .252 tonnesirgEar foot of trailer
space. Loads that do not meet this predetermiapdaity will be pro rated.

Eligibility Requirements:

« all loads travelling by ferry/barge, regardless oéhiright,must be weighed and the original weigh scale ticket
submitted with the corresponding Form A(s);

» the original ferry receipmnust be submitted with the corresponding Form A(s)lkavafor pro rating based on
the actual ferry fare paid;

» the transportemust indicate on the ferry receipt the size of trailsed to transport the load i.e. the area where
the tires are stored,;

» the loadmust represent no less than 50% (amended to 75% amefl] 2001) of the predetermined capacity;
and

» should the load exceed the predetermined capdgtyeimbursement witiot exceed the maximum amount
eligible, i.e. the actual ferry fare paid includidgver, and downtime (if applicable).

ADDENDUM:
Effective November 1, 2007 all scrap tire loadseéiag by ferry from the Gulf Islands to a regigdprocessing facility
will be eligible for ferry fare, driver and downterboth ways and the minimum load requirement isged from 75% to

50%. This policy will be reviewed on or by November D03.

Note: The Gulf Islands also include Bowen Islafidhis amendment does not apply to the Queen Chalkltnds.

Definition of an “Eligible Sale”

The following defines an “eligible sale” for thenposes of claiming financial incentivesligible SaleandArm’s-
Length Transactiomave been derived from an interpretation of deéfini contained in the Income Tax Act.)

ELIGIBLE SALE: An “arm’s-length transaction” for which the required “proof of sale” is rendered to the

TSBC program The burden will be on the incentive claimant toyardy the facts of a situation that a transactias at
arm’s-length. If the incentive claimant fails to @n¢his onus, the transaction will be considaretiat arm’s length and
consequently will not qualify for the financial itive.

Arm’s-Length Transaction:Related persons or companies are deenmmdo be dealing with each other at arm’s length.
Related persons are generally those connectedby binarriage or adoption. Related companies irctbdse in which
one company owns a significant interest in the mthiewhere a shareholder of one company ownsrifisignt interest in
the other company. The determination of whethentarest is “significant” will be at the discreti@f TSBC, and
reasonableness will be the ke@ofmpany/shareholdenay be replaced withartnership/partnerfor purposes of this
definition.)

Note: The requirement for an arm’s length transackietween a Registered Processor and a Regidteraafacturer is
waived when the registrants are a TSBC approvegjtated Processor - Manufacturer.

Proof of Sale:

The proof of sale in support of a claim for finaaléncentives will be:

1) A copy of the sales invoice clearly indicating:



» the purchaser’'s name, address, and telephone number
» the seller’'s name, address, and telephone number;

» the date of the sale;

» the date of product shipméaj;

* name or description of the prod(im}t sold;

» weight of product sold (with original scale tickets

» the proceeds) of the sales transaction; and

» the terms of payment.

2) For submission upon request:
» copies of the wayhills, bills of lading, or othewopf of product shipment to purchasers. At its dition, TSBC
may require the submission of shipping documensaifgport each claim for financial incentives;
» copies of production records sufficient to supplogt quantity and quality of tire material contairiedhe final
products claimed for financial incentives; and
« Government approved weigh scale tickets to supghertveight of the tire material contained in thedarct sold.

(a) Product Shipment: TSBC reserves the right to verify with the purchidke receipt of a product for which financial
incentives is being claimed.

(b) The Product: Must be a product for which eligibility and incergirates have been confirmed by TSBC. TSBC resehes
right to verify with the purchaser the final appliion of a product for which financial incentiveshieing claimed.

(c) The Proceeds:TSBC reserves the right to verify the proceedsiked by a participant for any sale for which finih
incentives are being claimed.

Review of Eligible End Use Criteria

> Implement the “Eligible End Use Evaluation” (Form E) to clarify the specific eligibility criteria;

> Make the applicant’s submission of a business plamandatory. The business plan should cover the proponent’s
first five years of operation and should be basethe “Preliminary Incentive Rate Criteria” inclutien the Form E;
and

> Adopt the “Eligible End Use Evaluation & Confirmati on Procedures”to define the eligibility review process and
responsibilities.



Transportation Incentive Rates

The transportation incentives in effect for 2008 as follows:

Distance (in km) Rate $ as of Jan 01 2009
0-30 2.527
31-75 1.764
76 —-125 1.168
126 — 200 0.860
201 - 300 0.421
301 - 400 0.335
401 - 500 0.296
501 - 600 0.252
601 - 700 0.226
701 - 800 0.209
801 - 900 0.195
901- 1000 0.184
1001 - 1100 0.176
1101 - 1200 0.167
1201 - 1300 0.160
1301 - 1400 0.150
1401 - 1500 0.149
1501 - 1600 0.145
1601 - 1700 0.143
1701 - 1800 0.140
1801 — 1900 0.137
1901 - 2000+ 0.132

Note: As of May 2008 the rates will be adjustedrtpréy to reflect changes in fuel prices. For tm@st current rates
please contact TSBC at 1.866.759.0488



Security Requirement

A security is defined as a non-cancelable commitm&he security is a written instrument executgdhe processor and
a second party, e.g. a financial institution, teuas fulfillment of the processors obligationshe TSBC Program. In the
event a processor abandons its site or is otherwiable to process and/or sell its inventory, #wgty must assure
payment, to the extent stipulated, of any lossasstl by the TSBC Program and/or costs incurregdiei@an up the site.
The security may also be used to recover any oyerpat of TSBC program incentives.

A list of TSBC Board-approved securities is avdialpon request from the program administrator.

All TSBC program processors with an inventory limifitgreater than 50 tonnes must post a TSBC Boppdeaed
security based on the processors set inventory\Wwithh a minimum security required of $100,000.

For a processor applicant, requiring an inventdryreater than 50 tonnes, the posting of a secapproved by the
TSBC Board will be required during the applicatfmocess as a pre-requisite to registration approval

Failure to comply with the posting of a securitgugement will result in registration cancellatifum existing participants
and the rejection of any new processor applications

Tipping Fee Policy

Tire Stewardship B.C.’s long-term goal is to supple collection and transportation of tires toqassing facilities, by
raising the transportation credits paid to hauerficiently to cover their current charges aneliminate additional
tipping fees to retailers and generators. TSBCgeizes that currently, and only in some instanttesstransportation
credit may not fully cover the hauler’s currenti@es. In such instances, retailers and generataysm asked by the
hauler to pay an additional fee to cover lost eay®i In such circumstances, retailers and gensrabhauld shop around
to ensure they are getting the best rates andcservi

Effective January 01, 2007, collection / tippinggen all tires that attract an Advanced Disposal Will be eliminated
for retailers and generators that meet the follgvdanditions:

a) have a minimum of 50 scrap tires, cleana&hdms, for pick-up, and
b) require a maximum of once a week pick-up, and
c) make scrap tires easily and readily accessibl

Retailers and generators who desire a higher stdmmdaervice should expect to pay additional serv¥ees to cover the
additional expense incurred by haulers and/or shslibp around for the best combination of ratessandce.

ADDENDUM: Effective July 9, 2007 condition b) “rage a maximum of once a week pick-up” has beeroked and

condition c) “make scrap tires easily and readiyessible” is defined as the tires being storeal location that is free
and clear of any obstructions and / or debris dloghva the tires to be directly loaded onto the basltruck.

Ownership of Tires

Tire Stewardship BC is not the owner of scrap tirethe Province of British Columbia and makes apresentation or
warranty as the volume of scrap tires availablecfidlection and processing.



Manufacturer Incentive Program

The Manufacturer Incentive Program

This program is designed to promote the increasec@iBC crumb rubber in BC by providing an inceatio BC
manufacturers for the use of BC crumb in crumbvaetiproducts. It is TSBC’s expectation that thisgsam will
create stable and sustainable markets for TSBCsRegd Processors (Processors), and crumb sufipliBE
manufacturers.

Eligible Applicant

Each manufacturer must apply to become a TSBC RegisManufacturer (Manufacturer). The eligibilitiiteria
include but are not limited to the following:

a) The applicant must be a BC registered company;

b) The applicant must have the capability, capacity @mmitment to use a minimum of one million pounéls
crumb annually in the manufacture of eligible crudaived products;

¢) The applicant must enter into a Manufacturer Agre@njAgreement) with TSBC in order to receive ficiah
incentives under this program; and

d) If the applicant qualifies as both a ProcessoraMhnufacturer, TSBC may deem the applicant torbapproved
Integrated Processor - Manufacturer and eligibtd’fmcessor Incentives separate from Manufactumegritive
payments, and set conditions to that eligibilitynsed] as adjustments to incentive rates.

Eligible Products

Each product or type of product will be evaluatgdl®BC for eligibility under this program. The abdity criteria
for classification as an approved Crumb DeriveddBod (CDP) include but are not limited to the fallog criteria:
a) the product must be manufactured in BC; and

b) the crumb used to produce the product must be eddrom a Processor and must be eligible for thBO'S
Processor Incentive.

Level of Funding

Theabsolute value of incentivesailable in any given year will be establishedt8BC according to the following
principles:

a) To protect overall stewardship program affordap#ind viability, the absolute value of funding dahle in any
given year will be governed by TSBC's annual buthgeprocess. Input from existing and prospectiveniffacturers
on their crumb requirements will be sought in aeropnd transparent process. In the event that TiSB@able to
fulfill all demands for the M, the criteria forlatating crumb commitments will be establisheddansultation with
the key stakeholders affected.

b) To provide a level of continuity needed to achisustainable crumb markets, the Manufacturer andCT&H
establish crumb volume commitments in Schedule their Agreement, and these commitments will beatipdi
annually for the life of the Agreement.

Theincentive ratesvailable to Manufacturers will be established I8BT according to the following principles:

¢) The maximum Ml rate payable will be $0.05 per po(®tL0 per tonne) for the crumb content in appro®€dPs;
d) The MI rate may vary by CDP;

e) One or more Ml rates and related payment termshaikkstablished for each Manufacturer and docurdénte
Schedule A of their Agreement, and reviewed angdali the life of the Agreement;

f) The Ml rate schedule may be amended from timente tty TSBC.

Other Restrictions

a) The MI will be paid to Manufacturers only.

b) The MI claims are subject to the documentation ireguents outlined in Policy: Definition of an Elidée Sale.

¢) Manufacturers shall provide all information andawts relative to volumes, expenses and any matevant to a
request for payment under this Program as maydpéresl by TSBC from time to time.

d) Payments shall not exceed expenses of a Manufadtuaey event.

Policy Review
This policy is subject to review from time to tirag TSBC.

Note: For questions concerning these policies pleastact TSBC at 1.866.759.0488



