|
|
"HHSHHYSE 1)1 *I+(&H, - /(&10121(&!
341516(%7,'$8!18$696-/&:
8$</$=10)178(7(HS>(T'/(&H...I&H#1? @$H
78.6'/63A18%:,-.'(89!78/&6/7-5#
|

A report prepared
for Product Stewardship Australia

31 July 2009

Marsden Jacob

I Associates I

http://www.marsdenjacob.com.au




B.8#>$&IC.6(@!"##(6/.'S#!
D/&.8&6/.-15IE6(&(%/61+(&#,- . & #!
I

"EGIHHIHHIIIKIHLM!

"+GINMJILIINIINK!

!
18'$88&$",11*7;00===P%.8#>$&Q.6(@P6(%P.,!
ER%./-;11$6(&(%/# #S%.8#>$&Q.6(@P6(%P. !!
|

B$-@(,88$!())/6%;!

T@#'.-1.>>8%##;1U$<$-IVIHWIIF,8XS$!0(.>V!+.% @$8=$--

4/6'(8/.1M1YJIK!"Z230"U1"!
3$-$7*(&S$;N[HY\N] M WWJITYHNN!
D.6#/%/-$;'[HYN\N]!I"WWJIYINN!

!

F8I#@.8$!())/6$;!
U$<$-ILVIYNNIE.:-$12'VIF8/#@.&S!
 $$&#-.&>VIKNNN!"Z230"U1"!
3$-$7%(&S$;[HY\N]IMIIIMMMNY !
D.6#/%I-$;"[HY'\N]IMIIIMMAKK!

I

T$81())/6$;!
US<$-THVIMIY! . 912'8$$VIT$8™!
T$8*VIHNNNI"Z230"U1"!
3$-$7%(&S$; [HY\N]WINIKIY MWL!
D.6#/%I-$; [HY \N]'WAIIKIYMLY!

I

B GGt a8!"%.&>.1D/'b:/@ @ (&#V'a8!T$'$8!c/&8.>$!

3HHIBST(8'1%.01@$16/S> H#:I"HESHE% SRS+ (&H - /(&I0121(81341516(%7,'$18$696-/8.:11
8$</$=1()178(7(HS>!(7'/(&H!...I&#1? @$#'178.6'/638%:,-.'(89178/&6/7-$#!
|

3¥/#1 8$7(8'! *.#! @$$&! 78$7.8%>1 /&) .66(8>.&6%$! =/*1 tHE(7$! ()! #$8</6$#! >$#68/@$>! /&! *$! 6(&'8.6'
- 83$%$& 1 @S =$$&!B.8#>$&IC.6(@"" ##(6/. $HT'IIUSGINMILIININKNBC &> *$l+-/$& PII"&91)/&>/&:#
6(&6-,#/(&H! (8! 856(%6%6$8&>."1(&H! (&-9! . 77-91'(1'*$! )(85%$&'/(&$>1 6/86,%#' &6$#! &> &(1:8$.'$8! 8$-/.&6
#5(,->1 @3 ##,%$>1(8!>8.28! @9!"$!+-/$& P!1D, 8 *$8HNB*$18$7(8'I . # @$$&! 78$7.8%>4#(-$-91) (8! #$1@9!"
+-1$8:1.8>1B.8#>$&IC.6(@!"##(6/.'$#.66$7#1&(18S#EHI @/-1'9) (81/'#! #$!@9!(*$8!7.8'/$#P

Marsden Jacob
I +(798/:*1d1B.8#>3&!C.6(@!"##(6/.'$#! T'IU'>IINNA!

I Associates




TABLE OF CONTENTS

Page
SUIMIMAIY ...ttt e e e e e e e e ettt eeee —aesteeeaeeeeeeeeeeeas s s s neeeeaeeeeeeeeeaesannanaeaeeesaanassnsansaneneaeaeeeenannn i
I 11 o o T 1T PSRRI 1
1.1.Background B the Consultation Regulatory Impact Staement .............cccceeeviieneenns 1
D2y o lo] 1[5 (=To o] o o] o 1= PP TPPPRPPPPR 1
1.3.PUIPOSE / ODJECHIVE ... 5
2. Best practice regulatory principles.................
2.1.Primary regulatory best practiCe Criteria.........occveeiiiiiieiiiiiiie e
2.2.Secondary regulatory best practice criteria
2.3.RaAtiNG CHLErA ...cccvvveieeeiiieee e
3. Detailed assessment of options against best practic € CHteria ....ooovveee e, 8
R TN I 40 =T VA 1= 4T SRR 8
3.1.1.. Administrative SIMPICITY .......vveeeiiiieee e e e et e e e eneae e e e e neneeeeas 8
B.1.2. . EffECHVENESS ..ottt 11
3.1.3.. ECONOMIC EffICIENCY ...eeiiiiiiiie ettt e s 13
0 S o 11 SRR 15
I ST =Toto ] g o FoT VAol 1 (=T - NPT PPRPTO 16
3.2.1.. Stakeholder acCeptability..........ccceviiiiiiiie i 16
3.2, 2. TTANSPAIEIICY....eitiieeeeeae ettt ettt ee e e e s s ettt e et eeaeeeaaaaeaa e bb bbbt abeeeeaaaaeeaaaaasnnnnbbbeeeeaaens 18
e T 0o S (=7 oo VPSRRI 19
BT S 1 o111 Y28 PSR 19
S O] T 1113 oo PR 21
Appendix: Review of key CRIS @SSUMPLIONS ......ccccce voviiiiiiiiiiee e e e ee e ee e e e ae e 23
2T a1 1) 5o =T 3V 11 o R

Economies of scale ....

DISCOUNT FALES. ...ttt ettt etttk e e et e e s s bttt eese b b e e e s s st e e e bt be e e e e annneeeeaane
LIST OF TABLES

Page
Table 1: Shortlisted CRIS OPLIONS ......ciiii ittt e e e e e e e eeaeeeeeeas 3
Table 2: Qualitative assessment of options: administrative Simplicity ..........cccccccooviiiiiiiiennn. 9
Table 3: Qualitative assessment of options: effectiveness..........cooovviiiciiieee. 11
Table 4: Recycling outcomes as presented in the CRIS .........cccccviiiiiiiinie e 12
Table 5: Qualitative assessment of options: economic efficiency...........ccccceeviiiiiiiniiienne, 13
Table 6: Net benefits as presented in the CRIS...........ccccvviieeenen.n.
Table 7: Qualitative assessment of options: equity
Table 8: Qualitative assessment of options: stakeholder acceptability ............cccccceviiviieennnnn 17
Table 9: Qualitative assessment of Options: CONSISIENCY .......cvvvveiiiiiiieeniie e 19

Table 10: Qualitative assessment of options: flexibility ...........ccccccviiiiiiiiiies 20



Table 11: Qualitative assessment of options: overall consistency with regulatory best

7= 103 (o] SRR 21
Table A12: Incremental benefits iNthe CRIS..........oooiiiiiiie e 24
Table A13: NPVs for different assumptions regarding realisation of WTP benefits .............. 24
Table A14: Net benefits, with economies of scale, as presented in the CRIS....................... 24

Table A15: Net benefits for various discount rates as presented in the CRIS...........ccc......... 26



Product Stewardship Australia M d b
Assessment of the Consultation RIS on TV & CompRemycling: Review of ars enJaCO
proposed options against regulatory Obest pragpicecples | AN s |

2,%%.89!

3 El+eG2ZU3"31eG!0EA 3=y THST™+3 23" 3G 2 e03U123Eale T31eGR!

The Consultation Regulatory Impact Statement (CRIS) presents an economic case for
regulation to encourage recycling end-of-life TVs and computers. Regulation is required to
ensure that the externalities associated with end-of-life TVs and computers are factored into
decision making, as well as the intrinsic benefits that consumers place on resource recovery;
and to address the problem of free riders, which affects both industry players and consumers
— without full industry participation key industry players are reluctant to establish a recycling
scheme, and the community want all consumers to be involved in any recycling scheme.

Starting with 65 combinations of policy options and funding approaches, the CRIS
shortlisted nine potential options for further consideration. These options are presented
below (Table S1).

3.@-$12Y;1e7'/(&#! ##SH#H$>1&I*$1+012!

CRIS option Regulatory Key features
classification

1 & 2 State-based EPR | Co-regulatory | Voluntary industry scheme

h . . .
scheme 1: One PRO responsible for collection and recycling of all

TVs and computers

2: Two separate PROs for TVs and computers @

3 & 4 Commonwealth- | Co-regulatory | Voluntary industry scheme

based EPR 3: One PRO responsible for all TVs and computers

4: Two separate PROs for TVs and computers @

5 & 6 Commonwealth Co-regulatory | Voluntary industry scheme

ise tax/| .
excise taxievy 5: One PRO responsible for all TVs and computers

6: Two separate PROs for TVs and computers @

7 Commonwealth levy | Mandatory Government-run scheme with subsidies for recyclers

8 Import licence Mandatory Voluntary industry scheme

requirement .
q Mandatory licence fee

9 Mandatory State- Mandatory Mandatory industry scheme
based EPR (NEPM) @

Note: (1). Under Options 2, 4 and 6, with two separate PROs, the TV PRO is responsible for all TVs; the
Computer PRO divides responsibilities between major brand owners (responsible for own-brand waste
including historic waste) and importers of generic computers (responsible for non-branded and historic
products). (2) NEPM - National Environmental Protection Measure.

Key points to note in regard to the nine shortlisted options in the CRIS are as follows:

' No voluntary or non-regulatory options are shortlisted, due to recognition of the ‘free
rider’ problem; all nine options are either co-regulatory or regulatory interventions.

ES.i
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' The options involve a mix of Commonwealth-based regulations (Options 3-8) and State-
based regulations (Options 1, 2, and 9).

' Included among the nine options is an import licence scheme (Option 8), which closely
aligns with the Product Stewardship Agreement formulated by Product Stewardship
Australia (PSA) in relation to resource recovery of televisions. In contrast to PSA’s
model, Option 8§ includes an import licence fee (levied to recover government
administration costs), whereas PSA envisages a free licence.

OE41Ei! eD! 3'E! 2°'e03U123Ea! eT31eG2! "f"1G2B!FE238 TUO 32 HEE I0BEAD 360!
+013E01"!!!

MIJA reviewed each of the nine recommended CRIS options in terms of compliance with
four primary and four secondary ‘best practice’ regulatory criteria.'

Primary criteria

' administrative simplicity;

! effectiveness;

' economic efficiency; and

I equity

Secondary criteria

I stakeholder acceptability;

I transparency;

I consistency; and

I flexibility.

The results of this qualitative assessment are summarised in Table S2 below. Each option is

rated L (low), M (moderate), or H (high) in terms of its relative compliance with the
regulatory policy principles.

! The best practice criteria were rated primary or secondary criteria based on the emphasis given to each in

the best practice regulation literature.

ES.ii
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Admin. Effectiveness| Economic Equity Stakeholder| Transparency Consistenc Flexibili
simplicity efficiency acceptability
L M M M LM N/a H M
L L L L L N/a H L
M M M H M N/a H H
L M L L L N/a H M
M H H H M N/a M H
L M M L LM N/a M M
H H H H M N/a M H
M H H H M N/a M H
L M M M LM N/a H M

Source: MJA 2009. Key: H = high; M = moderate; L = low. It is important to note that an option that
receives an ‘H’ rating against e.g., the ">%I/&/#'8.'/<$!#/%7-/6/'@riterion, does not necessarily indicate that

the option will have no potential administrative complexities. However, it does indicate that the option is

likely to be substantially less administratively complex than options that have been rated ‘L’ against that

criterion and noticeably less complex than those options rated ‘M.

Key

points emerging from the analysis are that:

State-based regulatory options (Options 1, 2, and 9) have flaws in terms of equity — like
treatment of entities across state boundaries; efficiency — recycling scheme uptake rates
are slower than for the Commonwealth-based options, resulting in lags in the
achievement of economies of scale in collection and recycling; and administrative
simplicity — they involve duplication of government administration and
compliance/reporting requirements for industries;

Separate TV and computer schemes (Options 2, 4 and 6) have flaws in terms of
efficiency — again, the slow ramp up of these schemes results in lags in the achievement
of economies of scale in collection and recycling, and lower recycling volumes. The
CRIS calculates that economies of scale account for 20% cost savings in collection once
recycling levels reach 70% and 20% in reprocessing once recycling levels reach 50%.

These are highly significant cost savings given that collection and recycling account for
over 90% of resource recovery costs. Separate TV and computer schemes also have
equity flaws as firms are treated differently within the computer industry itself
(depending on whether they import branded or generic products); a further point of
inequity is that while the computer industry is not responsible for all end-of-life
computer products, this contrasts with the treatment of the TV industry, which is
responsible for all end-of-life TV products). Finally, there are flaws in terms of
effectiveness because some computer products are not covered by recycling schemes.

Commonwealth regulatory options are associated with higher economic efficiency due
to reduced duplication of regulations compared to State-based systems; moreover, they
ensure greater uniformity and consistency in the application of regulations, and hence
rate more highly on equity grounds. For these reasons, they are also likely to be more
acceptable to industry stakeholders than State-based regulations, even with a NEPM.

ES.iii
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! The CRIS assumes that all options achieve economies of scale in collection and
reprocessing costs because all options ultimately achieve the same recycling rate (70%),
although uptake rates vary — in particular, Options 5, 7 and 8 involve more rapid uptake
rates than other options. The CRIS does not provide sufficient detail to assess the basis
for these assumptions. As a result, a key issue is whether the assumptions regarding
uptake rates are too rapid or indeed unrealistic for the slower-uptake options,
particularly those involving separate PRO models and State-based regulations (see the
Appendix for a more detailed discussion of these issues). If that were the case, cost
savings for those options may be overstated — i.e., they would involve lower economies
of scale in collection and reprocessing compared to the faster uptake options (Options 5,
7 and 8).

ES.iv
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The Consultation Regulatory Impact Statement (CRIS) presents an economic case for
regulation to encourage recycling end-of-life TVs and computers: although it is a ‘cost
negative’ exercise based on private costs and benefits, there are net economic benefits when
the costs of landfill (both direct costs and externalities relating to the toxicity of some
materials in TVs and computers) are taken into account, as well as the significant intrinsic
value that society places upon recovering non-renewable resources embodied in TVs and
computers.” Regulation is required to ensure these externalities and intrinsic benefits
factored into decision making and also to address the problem of free riders, which affects
both industry players and consumers — without full industry participation key industry
players are reluctant to establish a recycling scheme, and the community want all consumers
to be involved in any recycling scheme.

The RIS outlines the key objectives of government intervention, in line with existing policy
commitments including the COAG Best Practice Regulation Guide and the COAG-endorsed
National Strategy for Ecologically Sustainable Development (see Box 1):

Box 1: Objectives of government intervention in relation to end-of-life TVs and
computers:

' to bring the recovery of television and computer waste in line with community
expectations regarding resource recovery and recycling;

' to improve the efficiency with which resources contained in end-of-life TV and
computer products are used;

' to ensure fair and equitable geographical, industry and product coverage, which
addresses the issue of free-riders; and

' to ensure that any intervention should be complementary to other relevant domestic
policies and international obligations, including the Basel Convention which obliges
Australia to minimise the domestic production of hazardous and other wastes, taking
into consideration social, technological and economic aspects, and to ensure wastes are
managed in an environmentally sound manner.

1.2, 2%(8-H'$>1(7'/(&H

The CRIS identified 65 combinations of policy options and funding approaches, each of
which were assessed against the following four criteria:

I Resource recovery is maximised relative to other options;

! Costs are minimised relative to other options;

2 Estimated at $1.6 billion (present value) over 2008/09 to 2030/31 if 70% recycling could be achieved within
five to nine years, based on a choice modelling survey conducted by URS which found a value of $0.50 per
unit sold for each percentage increase in the recycling rate, which equates to $21.14 per unit sold or $963
per tonne sold to reach 50% recycling.
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I Coverage is maximised relative to other options; and

' Administration is simple relative to other options.

The end result is a list of nine potential options identified as wholly or partly able to achieve
the stated objectives of government intervention. These options are outlined in Table 1
below. Key points to note in regard to the nine shortlisted options in the CRIS are as follows:

' No voluntary or non-regulatory options are shortlisted, due to recognition of the ‘free
rider’ problem; all nine options are either co-regulatory or regulatory interventions.

I Regulatory options include a mandatory excise / levy and a government-run subsidy
scheme for recyclers (Option 7), a mandatory import licence fee, combined with an
industry producer responsibility scheme or PRO (Option 8), and mandatory
membership of an industry PRO, enforced by State-based regulations (Option 9).

' Co-regulatory options involve voluntary membership of industry PROs, backed by
various regulatory safety nets; membership of the PRO provides an exemption from
the regulations.

' The options involve a mix of Commonwealth-based regulations (Options 3-8) and State-
based regulations (Options 1, 2, and 9);

' The majority of the options involve extended producer responsibility (EPR) schemes —
i.e., industry responsibility for collection and recycling. Some options involve one
producer responsibility organisation (PRO), with responsibility for all TVs and
computers (Options 1, 3, 5, 8 and 9), whereas other options involved two PROs —a TV
industry PRO, responsible for all TVs, and a computer industry PRO, under which
major brand owners will be responsible for own-brand waste including historic waste (at
point of recycling), and importers of generic computers will be responsible for non-
branded products (at point of import).

' There is one exception to the above — Option 7 involves a government-run subsidy
scheme for collection and recycling, combined with an excise tax funding instrument.

' Included among the nine options is an import licence scheme (Option 8), which closely
aligns with the Product Stewardship Agreement formulated by Product Stewardship
Australia (PSA) in relation to resource recovery of televisions. Option 8 involves
resource recovery for the TV and computer industries and, in contrast to PSA’s model,
includes an import licence fee (levied to recover government administration costs),
whereas PSA envisaged a free licence.

' Funding approaches were not determined in the CRIS for all of the policy options
presented, with several options having the potential to employ various funding
approaches, with different points of compliance also possible.
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CRIS option

Regulatory classification

Responsibility for recycling & collection

Product coverage

Government regulations

1 & 2 State-based EPR scheme

Co-regulatory

Voluntary industry scheme

1: One PRO responsible for collection and recycling
of all TVs and computers

2: Two PROs:
-TV PRO responsible for all TVs

-Computer PRO divides responsibilities between
major brand owners (responsible for own-brand
waste including historic waste) and importers of
generic computers (responsible for non-branded and
historic products)

1: All TVs and computers

2: All TVs but excludes
historic unbranded waste
and orphan products

National Environmental
Protection Measure
(NEPM)

State-based regulations
(incl. action plan)

Exemption if belong to
industry scheme

3 & 4 Commonwealth-based
EPR

Co-regulatory

Voluntary industry scheme
3: One PRO responsible for all TVs and computers

4: Two PROs (as in Option 2)

3: All TVs and computers

4: All TVs but excludes
historic unbranded waste
and orphan computer
products

Commonwealth
regulations (incl. action
plan)

Exemption if belong to
industry scheme

5 & 6 Commonwealth excise
tax/levy

Co-regulatory

Voluntary industry scheme
5: One PRO responsible for all TVs and computers

6: Two PROs (as in Option 2)

5: All TVs and computers

6: All TVs but excludes
historic unbranded waste
and orphan computer
products

Commonwealth excise tax
/ levy as incentive to join
industry scheme

Exemption if join industry
scheme
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CRIS option

Regulatory classification

Responsibility for recycling & collection

Product coverage

Government regulations

7 Commonwealth levy

Mandatory

Government-run scheme with subsidies for recyclers

All TVs and computers

Commonwealth excise tax
/ levy as funding
instrument

Subsidy scheme for
recyclers

8 Import licence requirement

Mandatory

Industry scheme

All TVs and computers

Mandatory import licence
Voluntary industry scheme

Commonwealth safety net
regulations, with
exemption if join industry
scheme

9 Mandatory State-based EPR

(NEPM)

Mandatory

Industry scheme

All TVs and computers

NEPM

Mandatory industry
scheme

State-based penalties to
enforce participation in the
industry scheme
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The purpose of the current paper is to review the nine options recommended in the CRIS
options against regulatory best practice principles.

This will assist in determining whether there is an economic case for PSA’s preferred option,
which aligns mostly closely with Option 8 in the CRIS.’

In addition, MJA has reviewed key parts the CRIS in more detail to determine if the
methodology, assumptions (including benefits and costs of options) are robust and
appropriate — refer to the Appendix for a discussion of the issues addressed in the review.

The two outputs are designed to support PSA’s submission to the Environment Protection
and Heritage Council (EPHC) on the CRIS.

3 Key differences are that the PSA’s preferred model does not include a licence fee or the application of

thresholds.
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A review of relevant literature suggests that best practice regulation must align with the
principles outlined below. We have outlined four ‘primary’ regulatory best practice criteria,
and four ‘secondary’ criteria, with the distinction between primary and secondary criteria
based on the emphasis given to the various criteria in the relevant literature, including the
Office of Best Practice Regulation’s Best Practice Regulation Handbgake COAG Best
Practice Regulation Guidand the Victorian Guide to Regulation

2.1. T8/%.8918%:,-.'(89!@%$#'78.6'/6$!68/'H8/.!

Administrative simplicity requires that it is not too administratively complex to enforce the
regulations and also that administrative complexity is proportional both to the size of the
industry and the extent of the problem being addressed (i.e. recycling of TVs and
computers). Thus, monitoring and reporting arrangements should be kept as administratively
simple as possible and the compliance burden kept to a minimum.

Effectiveness requires that the regulation is focused on the problem and achieves its intended
policy objective/s with minimal side-effects or unintended outcomes. Generally, more direct
regulatory instruments are more effective in achieving policy objectives while minimising
market distortions / anomalies. In the context of the CRIS, effectiveness will be determined
by the extent of resource recovery, which takes into account factors such as product
coverage, scheme geographical coverage and ramp-up rates.

Economic efficiency requires regulations are applied in a way that maximises net societal
benefits. Relevant issues include compliance and other costs, economies of scale, benefits of
recycling schemes and ramp-up rates.

Equity provides that like situated individuals or entities are treated equally (horizontal
equity). It is important that TV and computer recycling regulations ensure equity between
like entities (e.g., importers of branded and unbranded products), across industries (i.e. TV
and computer industries) and between jurisdictions (i.e. that regulations are consistent
between jurisdictions in their application to entities).

2.2. 2%$6(&>.89!8%:,-.'(89!@%$#'178.6'/6$!68/'$8/.!

Stakeholder acceptability relates to whether the regulatory option is acceptable to relevant
stakeholders including governments of relevant jurisdictions, industry players (peak bodies,
manufacturers/importers and retailers) and consumers. When appropriate, regulation must be
developed with the participation of the community and business and in coordination with
relevant jurisdictions. This also contributes to building a cooperative compliance culture.

Transparency requires that the regulatory regime is explainable and credible to those
affected. There should be transparent and robust mechanisms to enforce the regulations.
Regulations should also be predictable in order to create a stable regulatory environment and
foster business confidence.
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Consistency refers to consistency with existing policies, laws, agreements and regulations.
The proposed regulations should not conflict with existing State and Commonwealth
regulations or policies or international obligations. In the context of recycling, relevant
policies include the Basel convention, the Stockholm convention,’ and the General
Agreement on Tariffs and Trade (GATT) under the World Trade Organisation (WTO).

Flexibility requires that regulatory measures should be able to be modified in response to
changing social and business environments - e.g. changing nature of industries, changes in
cost of recycling / collection, changes in technology. Another relevant aspect of flexibility in
the context of the RIS is flexibility to apply the regulatory model to other types of materials
recycling.

2.3. 0.7&:168/'$8/.!

In the following section, MJA will review of each of the nine recommended CRIS options
against these ‘best practice’ criteria.

Each option will be rated L (low), M (moderate), or H (high) in terms of compliance with the
regulatory policy principles. It is important to note that the rating of each option against
each criterion is based on a qualitative assessment of its compliance relative to the other
options. An option that receives an ‘H’ rating against the Administrative simplicitgriterion,
for example, does not necessarily indicate that the option will have no potential
administrative complexities. However, it does indicate that the option is likely to be
substantially less administratively complex than options that have been rated ‘L’ against that
criterion and noticeably less complex than those options rated ‘M’.

4 The Basel Convention on the Control of the Transboundary Movements of Hazardous Waste and the

Stockholm Convention on Persistent Organic Pollutants impose requirements on the way wastes are
managed domestically and internationally.
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This section compares each shortlisted option presented in the CRIS with the following best
practice regulatory criteria:

Primary criteria

' Administrative simplicity;

I Effectiveness;

I Economic efficiency; and

I Equity.

Secondary criteria

I Stakeholder acceptability
' Transparency

I Consistency; and

| Flexibility.
3.1. T8/%.89!68/'$8/.!

IPYPYP>%/&/#8.'/<$!#/%7-/6/19!

Table 2 provides a general rating of options against the administrative simplicity criterion.
When considering this rating, a number of factors were considered. Those factors are
discussed in turn below.
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Option General rating
1: State-based EPR scheme (1 industry PRO) L
2 State-based EPR scheme (2 industry PROS) L
3: Commonwealth-based EPR (1 industry PRO) M
4: Commonwealth-based EPR (2 industry PROS) L
5: Commonwealth excise tax/levy (1 industry PRO) M
6: Commonwealth excise tax/levy (2 industry PROSs) L
7: Commonwealth levy (government-run subsidy scheme) H
8: Import licence requirement M
9: Mandatory State-based EPR (NEPM) L

Source: MJA 2009. Key: H = high; M = moderate; L = low.

2'.'S FREDHBSHHBR (881885 1Ea¥

Options 1, 2 and 9 involve State-based regulations, whereas the remaining options involve
Commonwealth regulations.

Generally, options involving state-based regulations perform less well in terms of the
administrative simplicity criterion compared to the Commonwealth regulatory options, due
to:

I duplication of government administration costs - regulations will be required in multiple
jurisdictions, rather than simply at the Commonwealth level;

I greater reporting and compliance costs for industries which must satisfy monitoring and
reporting requirements of all jurisdictions to which they import / in which they sell
products;

I greater risk of administrative complexity, as goals outlined in a National Environmental
Protection Measure (NEPM) may be interpreted and applied differently between States
— thus industries must become familiar with multiple regulatory systems, even if
jurisdictional differences are only slight.

C(/&'ITOe!<#!#$7.8.'$!16(%7,'$ 8 &>BANE>, # B Mk

Options 2, 4 and 6 involve separate industry PROs for computers and TVs, whereas all other
options (Options 1, 3, 5, 7, 8 and 9) will involve a joint industry PRO responsible for
recycling all TV and computer products.’

The TV PRO covers all TV products, whereas the computer PRO divides responsibilities
between major brand owners (responsible for own-brand waste including historic waste) and
importers of generic computers (responsible for non-branded products at point of import —
i.e., excludes historic waste).

Option 7 is the only other exception, as it involves a government-run subsidy scheme for recyclers.
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Hence, there is likely to be greater administrative complexity for those options associated
with two industry PROs — higher government administration costs for collating two sets of
reports; also greater complexity of these options due to different treatment of major brand
owners and generic importers.

On this basis therefore, Options 2, 4, and 6 are likely to be more administratively complex in
comparison to options involving 1 PRO.

T(/&1()'6(%7-/.86$!

The point of compliance is also likely to affect administrative simplicity, with alternatives
including at point of import or at point of recycling. The options involving separate TV and
computer PROs (2, 4, and 6) involve two compliance points for computer industry
participants — point of import for major brand owners and point of recycling for importers of
generic / unbranded products.

Compliance at the point of recycling could be more complex to administer due to the time
lag between entry of the product into the market and the product reaching end-of-life. During
this time, companies may have exited the market or amalgamated with other companies,
making it more difficult to assign a recycling fee to the original importer. Moreover, new
data collection mechanisms would need to be established. (Compliance at the point of
recycling also imposes complexities in relation to flexibility and equity, as discussed below.)

By having compliance at the point of import, administrative complexity may be increased by
the fact that an additional regulatory agent (Customs) will be added to the regulatory process.
However, this could be offset (at least to some extent) by the fact that relevant monitoring
and data collection mechanisms already exist through Customs.

Given the discussions above, and uncertainties over the point of compliance for some
options, it is difficult to make conclusive statements about the relative merits of the various
options in relation to this factor, although those options involving multiple points of
compliance (2, 4 and 6) would clearly be at a disadvantage.

D$$!6(--$6'/(&!<#18%:,-.'(89!.6'/(&!7-.&H!

Some of the short-listed options involve government collecting fees from industry: i.e.
Option 8, which involves an import licence fee, and Options 5, 6 & 7, which involve an
excise tax or levy. These options may require legislative changes, which would add to up-
front administrative complexity. In addition, ongoing fee collection would add to
administrative complexity compared to options that do not involve collecting fees. ® On the
other hand, fee collection is likely to be simpler to administer than action plan-type
regulations which apply to Options 1 to 4.

We note that the variation of this option proposed by PSA will not require a fee to go with the licences.
Advice from Minter Ellison suggests legislation will not be required in this case. A licence arrangement
alone would also preclude the need for fee collection. In the absence of a licence fee however, government
would need to recover licence administration costs from the PRO or from consolidated revenue.

10
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Table 3 provides a general rating of options against the effectiveness criterion. Effectiveness
of options has been assessed primarily on the basis of their recycling outcomes, considering
both the recycling rate eventually achieved by each option and the period of time taken to
taken to achieve that recycling rate.

3.@-8H A [HSSHESSHRSBA N7 3P)) 6O Y ERESHH

Option General rating
1: State-based EPR scheme (1 industry PRO) M
2 State-based EPR scheme (2 industry PROS) L

3: Commonwealth-based EPR (1 industry PRO)

4: Commonwealth-based EPR (2 industry PROS)

5: Commonwealth excise tax/levy (1 industry PRO)

6: Commonwealth excise tax/levy (2 industry PROSs)

7: Commonwealth levy (government-run subsidy scheme)

8: Import licence requirement

£ T T 2 I £ £

9: Mandatory State-based EPR (NEPM)

Source: MJA 2009. Key: H = high; M = moderate; L = low.

The CRIS has assessed recycling outcomes (see Table 4) considering both recycling rates
and timeframes. Options 5, 7 and 8 are assessed in the CRIS to produce the highest rates of
recycling and the quickest rates of uptake, with Options 2 and 4 resulting in the lowest rates
of recycling and the lowest rates of uptake.

11
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Option Landfill rate Recycling rate Years to reach Total recycled
by 2015/16 (%) by 2015/16 (%) 70% recycling 2008/09 to
target 2030/31 (million
tonnes)
Business-as-usual 90 7 N/A 0.2
1 39 59 8 23
2 44 54 9 2.2
3 39 59 8 23
4 a4 54 9 2.2
5 26 73 5 2.5
6 31 67 7 2.4
7 26 73 5 25
8 26 73 5 2.5
9 39 59 8 2.3

Source: PWC CRIS

In general terms we concur with this assessment, but make the following points about factors
affecting recycling outcomes. (Further discussion of assumptions regarding uptake rates and
effectiveness of the various options is provided in the Appendix, in the subsection
‘Benefits’).

2" 'SREDHES HAHBR (821835, (88

There is a risk that States may implement the State-based / NEPM options (1, 2 and 9) to
varying degrees in practice — i.e., some States may impose more lenient/less effective
regulations than others, and their regulatory safety net preventing industry ‘free riders’ may
be less effective. Stakeholders have expressed concerns that this situation has occurred with
other State-based NEPMs in the past. If this occurs, it is likely to reduce the overall
effectiveness of the resource recovery scheme. A Commonwealth-based regulatory safety net
would ensure uniformity and consistency of the regulatory safety net across jurisdictions,
and hence may encourage greater effectiveness of the resource recovery scheme.

This consideration influences the decision to rate State-based NEPM options lower for
effectiveness compared to Commonwealth schemes.

C(/&"'TOe!<#1#$7.8.'$!6(%7,'$8!.&>!341/&>,#89!TOe¥

Options involving separate TV and computer industry PROs (2, 4 and 6) rank lower against
the effectiveness criterion than do options involving a joint industry scheme. These options
are associated with slower rates of uptake and lower recycling levels (as reflected in Table 5)
because the greater complexity of the separate schemes would involve longer
implementation times. An added factor is that if a resource recovery scheme is not

12
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established prior to the shift to digital TV, the large volume of TVs reaching end-of-life will
not be recycled, impacting on effectiveness of options with slow uptake rates.

In addition, Options 2, 4 and 6 are associated with a lesser product coverage than the joint
industry scheme because the proposed computer industry scheme would not cover
responsibility for historical unbranded and orphan products, which the CRIS assumes
account for 20% of the computer product waste stream.” Unless governments accept
responsibility for these items (as envisaged by the computer industry body, AIIA), these
products will not be recycled, further reducing effectiveness.

2.)$'91&%'1<#1%.&>.'(89!%%$.#,85#!
Options 1 to 6 are all voluntary schemes which rely on either an administrative burden
(action plan) or a levy to provide an incentive for industry to undertake recycling. Other

Options are essentially mandatory. Thus the effectiveness of Options 1 to 6 will hinge on the
level of incentive being sufficient to drive high and (over time) increasing rates of recycling.

IPYPIFE6(&(%/6!$))/6/$&69!

Table 5 provides a general rating of options against the economic efficiency criterion.
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Option General rating
1: State-based EPR scheme (1 industry PRO) M
2: State-based EPR scheme (2 industry PROS) L
3: Commonwealth-based EPR (1 industry PRO) M
4: Commonwealth-based EPR (2 industry PROS) L
5: Commonwealth excise tax/levy (1 industry PRO) H
6: Commonwealth excise tax/levy (2 industry PROSs) M
7: Commonwealth levy (government-run subsidy scheme) H
8: Import licence requirement H
9: Mandatory State-based EPR (NEPM) M

Source: MJA 2009. Key: H = high; M = moderate; L = low.

Net cost / benefits, assessed in terms of net present value or benefit-cost ratios, provides a
well established method for assessing the economic efficiency of regulatory and other policy
measures. The CRIS did not recommend a single particular option from among the nine that
it shortlisted because it found very little differentiation between the schemes in terms of the
PV values of costs and benefits. All of the nine options were assessed as resulting in net
economic benefits to society, with NPVs ranging from $517-742 billion (Table 6 outlines the
NPVs and BCRs for the nine options).

4 The CRIS notes that unbranded, unknown brands and orphaned desktop computers comprised 44% of the

waste collected by the Victorian Byteback Recycling Scheme in October-December 2008. However, only
18% of current desktop computers are sold from unbranded or unknown brands (CRIS, p.38).

13
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Options: 1 2 3 4 5 6 7 8 9
NPV 620 517 649 538 731 609 742 729 620
BCR 17 1.6 17 1.6 17 1.6 18 17 17

Source: PWC CRIS. Notes: NPVs are based on an application threshold of 3000 units, and assume
no economies of scale in collection or reprocessing.

We note the factors below that could impact on the relative economic efficiency of the
options.

E6(&(%/$H#1()1#6.-$1/816(--$6/(&!.&>18$78(6SHHAL:

In the CRIS, reprocessing and collection account for over 90% of total resource recovery
costs for all of the nine options. By comparison, government and industry administration
costs have much less of an impact, accounting for only 3-6% of costs.

Hence, options with faster recycling uptake rates, which are able to take advantage of
economies of scale, have been assessed as more efficient compared to options with slower
uptake rates. These options also result in faster delivery of benefits. Options involving joint
PRO schemes (particularly, 5, 7 and 8) are likely to achieve recycling rates much more
quickly than options involving separate computer and TV industry PROs (Options 2, 4 and
6). Hence, the former type of options will reap cost efficiencies from economies of scale
more quickly. Economies of scale are relevant to both collection and reprocessing processes:

I For collection, 20% cost savings are estimated in the CRIS once a 70% recycling rate is
reached; and

I For recycling, 9% cost savings are estimated in the CRIS once a 20% recycling rate is
reached; rising to 20% cost savings once a 50% recycling rate is reached.

The CRIS took account of these economies of scale only in its sensitivity analysis. Thus the
NPVs noted in Table 6 did not include cost savings due to economies of scale (although, as
discussed in the Appendix, the CRIS indicates that the ranking of options by order of NPVs
does not alter when economies of scale are taken into account. However, as noted in the
Appendix, this relies on the accuracy of the CRIS assumptions in relation to uptake rates and
consequent commencement time for the economies of scale achieved by each option).

f(<$8LIB&1.&>1/&>,#89!.>%/&/H#'8.'|(&I6(H#H!

As noted above, government and industry administration accounts for only 3-6% of total
costs for all options — hence, this factor has less of an impact on overall efficiency than do
reprocessing and recycling costs.

However, State-based options have been ranked slightly lower in terms of efficiency than
Commonwealth options due to the duplication of government administration costs associated
with establishment and ongoing costs of safety net regulations in each state. The CRIS
estimated that direct government administration costs for State-based schemes at
$3.5 million p.a. due to the duplication of effort by multiple jurisdictions, with savings of up

14
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to $2.9 million p.a. for Commonwealth-based options due to the efficiencies associated with
a single jurisdiction.”

In addition, joint PRO schemes rank slightly higher than separate PRO schemes in terms of
efficiency not just due to economies of scale, but also lower industry PRO administration
costs. Based on the CRIS, savings on industry scheme administration costs would amount to
$850,000 p.a. for a joint industry PRO (Options 1, 3, 5, 7 and 8) compared to options with
separate TV and computer PROs (Options 2, 4 and 6).

Options that combine State-based regulations, two industry PROs and slow uptake rates
therefore performed the mostly poorly against the efficiency criterion.

For Options 5 and 8, the costs savings on government administration (due to one
jurisdiction) and on industry PRO administration costs (due to one PRO) may be offset to
some degree by up-front legislative costs and (for Option 8 only), by higher industry
compliance costs associated with import licences. However, these options were nevertheless
ranked high in terms of economic efficiency overall due to the fact that they are likely to
achieve the fastest recycling rates and faster delivery of economies of scale, which as
previously noted, are the most significant efficiency factors.

IPYPKE;),/'Ol!!

Table 7 provides a general rating of options against the equity criterion, with a discussion of
the factors underlying this rating following below.
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Option General rating
1: State-based EPR scheme (1 industry PRO) M
2: State-based EPR scheme (2 industry PROS) L
3: Commonwealth-based EPR (1 industry PRO) H
4: Commonwealth-based EPR (2 industry PROSs) L
5: Commonwealth excise tax/levy (1 industry PRO) H
6: Commonwealth excise tax/levy (2 industry PROSs) L

7: Commonwealth levy (government-run subsidy scheme)

8: Import licence requirement

< I T

9: Mandatory State-based EPR (NEPM)

Source: MJA 2009. Key: H = high; M = moderate; L = low.

As for administrative simplicity, the key factors relevant to an assessment of the equity of
the options are state-based vs national regulations and joint vs separate industry PROs.

Government administration costs for Options 3 & 4 were estimated at $0.6 M p.a., but were slightly higher
for 5, 6 & 8 despite the fact that these options also involved a single jurisdiction. These issues will be
examined in more detail in the follow-up analysis.

15



Product Stewardship Australia M d b
Assessment of the Consultation RIS on TV & ComgReeycling: Review of proposed optic arsaen ]aco

against regulatory Obest practiceO principles i Associates

2" 'SRREDHES HAHBR (821835, (L8

Horizontal equity requires that like entities are treated in a like manner. Options involving
State-based regulation (Options 1, 2 and 9) are likely to be less equitable than Options
involving Commonwealth regulation, simply because regulations implemented and enforced
by multiple jurisdictions, rather than a single jurisdiction, may differ, with the result that
entities importing to different geographical locations will be treated differently. For example,
an importer to Victoria may be disadvantaged relative to an importer to NSW if regulations
are interpreted / applied with greater leniency in NSW compared to Victoria, or vice versa.
Although in theory an NEPM ensures consistency and uniformity of regulations between
jurisdictions, there is evidence to indicate that this does not always occur in practice.

Hence, the Commonwealth regulatory options are viewed as having greater horizontal equity
than the State-based Options (1, 2 and 9).

C(/&'ITOe!<#!#$7.8.'$!16(%7,'$8!.&>134!/&> #89!TOek

An even more significant factor in determining equity is whether options involve a joint
industry PRO, or separate TV and computer industry PROs.

The nature of the separate computer industry PRO is likely to result in significant inequities
in the treatment of entities for two reasons:

I First, the computer industry is treated separately to the TV industry: entities in the TV
industry would be responsible for collection and reprocessing of all end-of-life TVs,
whereas entities in the computer industry would not take responsibility for historical
unbranded or orphan computer products. The CRIS assumes that these products account
for 20% of the computer product waste stream.

' Second, entities within the computer industry itself are treated differently: branded
importers are responsible for own-brand, including historical, waste at the point of
recycling, whereas generic importers are responsible for unbranded products at point of
import, but not historical product. As noted above, compliance at the point of import
may be associated with greater certainty that entities will actually be made responsible
for the items entering the market, whereas some branded computers may not be
delivered to collection points for recycling, enabling branded importers to avoid
responsibility for recycling of some proportion of their imports.

These factors underlie the low ratings for equity given to Options 2, 4 and 6.

3.2. 2$6(&>.89!68/'8L.!
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Table 8 provides a general rating of options against the stakeholder acceptability criterion,
with a discussion of the factors underlying this rating following below.

16



Product Stewardship Australia M d b
Assessment of the Consultation RIS on TV & ComgReeycling: Review of proposed optic arsaen ]aco

against regulatory Obest practiceO principles i Associates l

3.@-DIVY , -1 1SS HSHREBR (N (TGRS (> SB16 66ST".@I-'9!

Option TV Computer Govt Consumers  Overall
industry  industry

1: State-based EPR scheme (1 industry PRO) L L M M LM
2: State-based EPR scheme (2 industry PROS) L M L L L
3: Commonwealth-based EPR (1 industry PRO) M L H M M
4: Commonwealth-based EPR (2 industry PROSs) L M L L L
5: Commonwealth excise tax/levy (1 industry PRO) M L H M M
6: Commonwealth excise tax/levy (2 industry PROSs) L M M L LM
7: Commonwealth levy (government-run subsidy M L M H M
scheme)

8: Import licence requirement H L M M M
9: Mandatory State-based EPR (NEPM) L L M M LM

Source: MJA 2009. Key: H = high; M = moderate; L = low.

1&>,#'891#' X$*(->$8¥!

Industry stakeholders are represented by PSA (TV industry) and AIIA (computer industry).
PSA is a strong advocate for an industry-run TV recycling scheme, and its preferred model
aligns closely with Option 8 in the CRIS. PSA considers that there will be strong efficiencies
from an industry-run collection and recycling scheme, and is also concerned to ensure that it
has control over the scheme to ensure that the administrative / compliance burden for
industries is minimized. For the same reason, PSA also prefers a Commonwealth-based
model to State-based models.

The AIIA has put forward a model based around separation of branded and generic importers
of computer equipment, which is the basis for the separate computer industry PRO put
forward in Options 2, 4 and 6. AIIA’s model envisages government taking financial
responsibility for historic unbranded and orphan products, and is not openly supportive of a
joint PRO with responsibility for all TV and all computer products.

Thus, there are strong distinctions between the TV and computer industry stakeholder groups
in terms of a preferred model.

f(<$8&I6SE A

The main concerns from a Government perspective are to maximise net benefits to society
(economic efficiency) but also to minimise administrative and regulatory burdens. The lower
product coverage and greater complexity of the separate TV and computer PRO models
(Options 2, 4 and 6) are likely to be the least acceptable options to Government.

State Governments, on the other hand, are likely to prefer the State-based options (1, 2 and
9), which fit more comfortably with the NEPM model, rather than handing control of
environmental matters to the Commonwealth. This may be particularly the case in
jurisdictions that are already operating alternative recycling models.
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Option 7, which involves a government-run recycling subsidy scheme, departs from the
conventional governmental focus on a PRO-model with industry involvement. It is unlikely
that governments will strongly support an option that minimises industry involvement to this
degree.

+(&H#,%S$BHVI6(8#,%$8! @ (>/$H#).&>1$8</8(8%$& | Gfet!

The Choice Modelling Survey conducted by URS as part of the CRIS indicates that
consumers place a high value on recovering the non-renewable resources embodied in end-
of-life TVs and computers.” Therefore, options that maximise resource recovery are likely to
be preferable, and those that have more rapid uptake rates are also likely to be preferable
(which favours Options 5, 7 and 8). Environment NGOs are also likely to be focused on
maximizing resource recovery.

Consumers and consumer groups such as the ACA may have concerns regarding industry
passing on the costs of recycling to consumers/purchasers of TVs and computers — this is
likely to be an issue for all of the models. It may be a stronger concern in relation to the
options with separate TV and computer PROs if the extra administrative costs are passed on
to consumers, although we note that administration costs are a small proportion of total
costs, which are dominated by collection and recycling costs. In addition, if the TV and
computer industry PROs do not cooperate in terms of establishing collection points or events
for both TVs and computers, this is likely to cause inconvenience to consumers; again, this
would sway preferences in favour of the single industry PRO options and away from Options
2, 4 and 6 which involve separate TV and computer industry PROs.

Option 7 involves a government-run recycling scheme and as such may engender greater
levels of trust amongst consumers than the other (co-regulatory) schemes.

IPIPJIPB8.&#7.8$&6D!

There is little to distinguish the nine options in terms of transparency; more detail on the
regulatory mechanisms and the checks and balances on the PROs will need to be made
available to distinguish between any of the options in terms of transparency. Hence, we have
not ranked the options against this criterion, but we note that all of the options will need to
ensure that the operations and governance of the industry PRO/s are transparent and that
calculation of the environmental levy is clear and consistent. Any pass-through of the
environmental levy to consumers should also be transparent.

Evaluation criteria will need to be established for all of the options — e.g., percent of end-of-
life products sent to landfill, collected and recycled — to ensure that the recycling operations
are transparent.

o Estimated at $1.6 billion (present value) over 2008/09 to 2030/31 if 70% recycling could be achieved within
five to nine years, based on a choice modelling survey conducted by URS which found a value of $0.50 per
unit sold for each percentage increase in the recycling rate, which equates to $21.14 per unit sold or $963
per tonne sold to reach 50% recycling.
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Consistency with relevant existing policies, laws, agreements and regulations was assessed
by the CRIS. In general, we concur with the conclusions of the CRIS that all options are
consistent with the following:

' The COAG National Strategy for Ecologically Sustainable Development;
' State/Territory regulations;

I International obligations such as the Basel convention and the Stockholm convention.

However, as noted in the CRIS, there may be issues in relation to Options 5 & 6, which
involve an excise tax / levy penalty to incentivise entities to join the industry PRO, and in
relation to Option 7, which involves a mandatory excise tax on imports to fund a
government-run subsidy scheme for recyclers. The potential for these options to conflict with
obligations under the WTO GATT needs to be assessed. The interaction between free trade
agreements and Option 8 also needs to be discussed with the Department of Foreign Affairs
and Trade. These factors underlie the ratings in Table 9.

3.@-8V_, £ I<$! HESHHWSE I (TI(EH1G(EHHF $869!

Option General rating
1: State-based EPR scheme (1 industry PRO) H
2: State-based EPR scheme (2 industry PROS) H
3: Commonwealth-based EPR (1 industry PRO) H
4: Commonwealth-based EPR (2 industry PROS) H
5: Commonwealth excise tax/levy (1 industry PRO) M
6: Commonwealth excise tax/levy (2 industry PROSs) M
7: Commonwealth levy (government-run subsidy scheme) M
8: Import licence requirement M
9: Mandatory State-based EPR (NEPM) H

Source: MJA 2009. Key: H = high; M = moderate; L = low.

IPIPK®-$k/@/-#9!!

Table 10 provides a general rating of options against the flexibility criterion, with a
discussion of the factors underlying this rating following below.
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Option General rating

1: State-based EPR scheme (1 industry PRO) M

-

2: State-based EPR scheme (2 industry PROS)

3: Commonwealth-based EPR (1 industry PRO)

4: Commonwealth-based EPR (2 industry PROS)

5: Commonwealth excise tax/levy (1 industry PRO)

6: Commonwealth excise tax/levy (2 industry PROSs)

7: Commonwealth levy (government-run subsidy scheme)

8: Import licence requirement

< T T Z2 I £ T

9: Mandatory State-based EPR (NEPM)

Source: MJA 2009. Key: H = high; M = moderate; L = low.

2'.'S FREDHBSHHBR (881885 1Ea¥

Options 1, 2 and 9 have been assessed as less flexible that the remaining Commonwealth-
based options as any modification to regulatory measures would require changes to the
NEPM and to regulations in multiple jurisdictions, rather than at the level of a single
jurisdiction (the Commonwealth).

C(/&"&> #'89ITOel<#1#$7.8.'$!341.&>16(%7,'$8! TOe¥

A joint PRO covering all TVs and computers is a simpler model than the separate TV and
computer PROs, with different treatment of and different compliance points for different
entities. Hence, there is the potential for the joint PRO models (1, 3, 5, 8 and 9) to be more
flexible in the sense that they could apply to resource recovery of other electronic goods,
with different industry ownership structures, whereas the computer PRO model is very
specific to the circumstances of the computer industry. Once collection points for recycling
of TVs and computers are established, it is highly likely, based on Council experience with
hard rubbish days, and existing State recycling schemes, that consumers will also deliver
other types of electronic goods (e.g. DVDs, radios etc) to these collection points. Therefore,
a flexible model that could apply to the recycling of such goods is likely to be an important
point, although this depends on having a regulatory framework that allows other products to
be added at reasonable cost and within a reasonable timeframe.

20



Product Stewardship Australia M d b
Assessment of the Consultation RIS on TV & ComgReeycling: Review of proposed optic arsaen ]aco

against regulatory Obest practiceO principles i Associates l

KIRP+(&6-,#/(&!

The results of MJA’s review of the nine recommended CRIS options against these ‘best
practice’ criteria are summarised in Table 11 below.

Each option is rated L. (low), M (moderate), or H (high) in terms of compliance with the
regulatory policy principles. Again, it is important to note that the rating of each option
against each criterion is based on a qualitative assessment of its compliance relative to the
other options. An option that receives an ‘H’ rating against the Administrative simplicity
criterion, for example, does not necessarily indicate that the option will have no potential
administrative complexities. However, it does indicate that the option is likely to be
substantially less administratively complex than options that have been rated ‘L’ against that
criterion and noticeably less complex than those options rated ‘M’.

3.@-SWHY_, A IS HHSIS AU BN (TUEH I GHBI6 (BRI S SRBOLNBIRS: (BI@BHTB GIGH!!

Admin. Effectiveness| Economic Equity Stakeholder| Transparency| Consistenc Flexibility
simplicity efficiency acceptability
L M M M LM N/a H M
L L L L L N/a H L
M M M H M N/a H H
L M L L L N/a H M
M H H H M N/a M H
L M M L LM N/a M M
H H H H M N/a M H
M H H H M N/a M H
L M M M LM N/a H M

Source: MJA 2009. Key: H = high; M = moderate; L = low.

Key points emerging from the analysis are that:

I State-based regulatory options (Options 1, 2 and 9) have flaws in terms of equity — like
treatment of entities across state boundaries; efficiency — recycling scheme uptake rates
are slower than for the Commonwealth based options; and administrative simplicity —
they involve duplication of government administration and compliance/reporting
requirements for industries;

' Separate TV and computer schemes (Options 2, 4 and 6) have flaws in terms of
efficiency — the slow ramp up of these schemes results in lags in the achievement of
economies of scale in collection and recycling, and lower recycling volumes. The CRIS
calculates that economies of scale account for 20% cost savings in collection once
recycling levels reach 70% and 20% in reprocessing once recycling levels reach 50%.

' These are highly significant cost savings given that collection and recycling account for
over 90% of resource recovery costs. Separate TV and computer schemes also have
equity flaws as firms are treated differently within the computer industry itself
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(depending on whether they import branded or generic products); a further point of
inequity is that while the computer industry is not responsible for all end-of-life
computer products, this contrasts with the treatment of the TV industry, which is
responsible for all end-of-life TV products). Finally, there are flaws in terms of
effectiveness because some computer products are not covered by recycling schemes.

' Commonwealth regulatory options are associated with higher economic efficiency due
to reduced duplication of regulations compared to State-based systems; moreover, they
ensure greater uniformity and consistency in the application of regulations, and hence
rate more highly on equity grounds. For these reasons, they are also likely to be more
acceptable to industry stakeholders than State-based regulations, even with a NEPM.

' The CRIS assumes that all options achieve economies of scale in collection and
reprocessing costs because all options ultimately achieve the same recycling rate (70%),
although uptake rates vary — in particular, Options 5, 7 and 8 involve more rapid uptake
rates than other options. The CRIS does not provide sufficient detail to assess the basis
for these assumptions. As a result, a key issue whether the assumptions regarding uptake
rates are too rapid or indeed unrealistic for the slower-uptake options, particularly those
involving separate PRO models and State-based regulations (see the Appendix for a
more detailed discussion of these issues). If that were the case, cost savings for those
options may be overstated — i.e., they would have lower economies of scale in collection
and reprocessing compared to the faster uptake options (Options 5, 7 and 8). Moreover,
the NPVs for the slower-uptake options would also be overstated.
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The only benefit measure incorporated into the CRIS was the willingness-to-pay (WTP)
value of benefits accruing to society from increased recycling, estimated at $963/tonne of
generic product.'” An assessment of the method used to assess this value is outside the scope
of this review. We note however, that the choice modelling method which underpins
assessment of benefits of the different options is a complex one. For results of the choice
modelling study to be considered reliable, it is essential therefore that it is well designed and
executed in terms of:

' questionnaire design;
I identifying the range and number of attributes, including their use and non-use values;

I survey design, including selection of the target population(s), sample selection, and

survey methodology; and

I statistical analysis and valuation.

We further note however, that were there to be any shortcomings in the choice modelling
study in terms of the above listed points, those shortcomings would most likely affect the
WTP estimates of all options (either up or down), rather than relative benefits of the different
options.

Thus, the primary factor affecting estimates of the relative benefits of the different options is
assumptions about recycling take-up rates of the options and the recycling levels ultimately
achieved by each option.

The CRIS assumes that benefits will not be realised until schemes reached 50% recycling
rates because of the nature of the URS choice modelling survey on which the WTP estimates
were based:

' The URS study presented respondents with scenarios above 50% recycling levels and
suggested that “the results should not be extrapolated for levels of recycling outside the
boundaries used in this study”.

The CRIS does not state explicitly when 50% recycling levels are achieved for each option.
However, they all reach (at least) 50% by 2015/16 (Year 8), with the faster ramp-up options
(Options 5, 7 & 8) estimated to reach 70% recycling rates (the assumed maximum) in
2012/13 (Year 5).

The URS choice modelling survey found that households are WTP $0.50 for every 1% increase in recycling
above current levels. Taking into account the survey drop-out rate (i.e. assuming the 14% of respondents
who did not complete the survey had a $0 WTP), this produces a WTP of $21.14/item. PWC converted the
URS per unit estimates to per tonne estimates, based on weights of units (takes into account recycling of
peripherals as well as whole units). This resulted in a WTP estimate of $963/tonne. PWC also undertook
sensitivity analysis for $828/tonne and $1078/tonne, but it would not affect relativities between options
compared to the $963/tonne estimate. Other changes included applying revised sales projections to the URS
parameter values (URS projections were based on static household numbers, and static purchases (1.76
units/household), which PWC updated.
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Options: lowest benefits-> high  est benefits ($M)

284 1,3&9 6 5,7 &8
Benefits 2010/11 0.0 0.0 0.0 0.0
Benefits 2015/16 155.4 170.1 194.2 209.1
WTP / total NPV 1,374.7 1,521.8 1,553.3 1,724.7

Source: PWC CRIS. Note: all cost and benefit estimates assume unit thresholds apply.

Sensitivity analysis indicated that assuming linear WTP values before recycling reaches 50%
does not change relativities between the options (i.e., Options 5, 7 and 8 remain the top
ranking options in terms of NPVs, regardless of whether benefits arise from the
commencement of schemes, or once 50% recycling levels are reached).

3.@-$IWH G2 ) BIH)S838A HHO0TT (R8BS 881885 HABNNBTI@SES) 4!

Options: 1 2 3 4 5 6 7 8 9
NPVs assuming benefits 620 517 649 538 731 609 742 729 620

from recycling only apply

once scheme reaches 50%

NPVs assuming linear WTP 878 830 908 852 980 936 991 978 878

before scheme reaches 50%

Source: PWC CRIS.

E6(&(%/$#1()1#6.-9
Taking account of economies of scale does not alter the relativities between the nine

shortlisted CRIS options, although it does increase the NPVs of all options, based on the
sensitivity analysis conducted in the CRIS.

3.0-$!'"MGH @SR V=M SEEOHSHIOIE - SV HTERSRER!$1+012!

1 2 3 4 5 6 7 8 9
NPV without economies of 620 517 649 538 731 609 742 729 620

scale

NPV with economies of scale 747 634 776 658 874 744 885 872 747
in reprocessing costs

NPV with economies of scale 663 557 692 578 782 651 792 780 663
in collection costs

Source: PWC CRIS.

The NPVs would be even more favourable if they were calculated for the combined effects
of economies of scale in both collection & reprocessing. However, again, this would not
change the relative ranking of options.
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However, the conclusion that the relativities between the options remain the same relies on
the assumption in the CRIS that all options will achieve economies of scale and cost savings
in both collection and reprocessing. This is assumed because:

I All options achieve 70% recycling, which is when 20% cost savings are assumed on
collection costs; and

I All options achieve the cost savings on reprocessing, which are estimated at 20% once
recycling reaches 50%.

The CRIS assumptions in relation to uptake rates, and therefore, economies of scale achieved
by each option, are that:

I State/territory schemes (Options 1, 2 and 9) — involve an extra three years delay to
implement legislation before recycling commences;

I Separate PRO schemes have lower diversion rates in the first 10 years because of
limited responsibility for unbranded and orphan products. However, they reach 70%
recycling in 2016-17 (in the case of the Commonwealth/separate PRO option, Option 6)
and in 2019/20 in the case of Options 2 & 4 (State/separate PRO options).

Key issues in relation to economies of scale, therefore (as well as benefits, as noted above)
are:

' whether 70% recycling rates are accurate at all for the separate PRO models, which
exclude/involve minimal collection of historical unbranded and orphan products (i.e.,
why would unbranded, orphan products be picked up to a greater extent after the first 10
years?); and

' whether uptake rates and therefore achievement of economies of scale for the separate
PRO models are too rapid. If so, cost savings for these slower-uptake options may be
overstated — i.e., they would have lower economies of scale in collection and
reprocessing compared to the faster uptake options (Options 5, 7 and 8). If this is the
case, the NPVs for the slower-uptake options would also be overstated. Thus, there may
be a larger differential between the NPVs of these slower-uptake options and the faster
uptake options (5, 7 and 8) than is assumed in the CRIS.

a/#6(,&"18.'$#!!

According to the CRIS, the Office of Best Practice Regulation recommended using rates of
3% and 11% to test the sensitivity of the results to the 7% discount rate. (A higher discount
rate leads to less weight being given to future streams of costs and benefits, and more weight
being given to immediate costs and benefits.) Sensitivity tests do not change the results
substantially in that all options retain positive NPVs and rankings remain the same — Options
7,5 & 8 have the highest NPVs, as for the 7% discount rate.
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Options: 1 2 3 4 5 6 7 8 9

7% discount rate
NPV 620 517 649 538 731 609 742 729 620

BCR 1.7 1.6 1.7 1.6 1.7 1.6 1.8 1.7 1.7

3% discount rate

NPV 1,096 957 1,140 991 1,245 1,075 1,255 1,231 1,085

11% discount rate

NPV 361 283 382 297 445 350 453 444 361

Source: PWC CRIS. Notes: NPVs are based on an application threshold, and assume no economies
of scale in collection or reprocessing.



