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Quarterly Report

This issue covers the following:

e Average PRN prices to date

e t2e MD comments on recycling targets

e Government urged to establish PRN register
e Paper prices soar

e t2e moves to Edinburgh

2001 PRN Prices
Trade weighted average PRN prices to 31st October 2001
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DEFRA Recovery & Recycling Targets www_tZQ_co_uk
DEFRA has just completed a consultationon The  Environment  Exchange  has www.om.com
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Managing Director’'s Quarterly Report

The Environment Exchange celebrated its third
birthday on 25 November 2001. With almost
25,000 tonnes traded this month, it is the
busiest month to date. At this stage like-for-like
trading between 2000 and 2001 obligation years
is up on tonnage by 34 per cent, transaction
numbers by 49 per cent and value by a startling
298 per cent.

Next year the targets are going to be even more
demanding. As a result the search costs for the
best value PRNs are going to increase, hence the
role of the marketplace is going to be enhanced.

In response to the Government consultation on
the targets for 2002, The Environment Exchange
suggests that the Government should be
focusing on a different target. The clear
indication from Europe is that regardless of the
future of the recovery target, the overall
recycling target is going to increase to a national
target of at least 60 per cent by 2006. Hence as
a first stage the United Kingdom should increase
its national overall (general) recycling target.

The Environment Exchange recommends an
increase from 28 per cent to 54 per cent within
a total recovery target of 59 per cent. As a
guide, subject to confirmation of the ultimate
recycling targets by Europe, both these targets
should be increased by a further 3.5 per cent
annually between 2002 and 2006. This will
maintain overall market tightness in both
recycling and recovery PRNs, more truly reflect
current European thinking and be both
achievable and realistic.

The percentage of packaging recycled varies
depending on which material type it is, the
quantity of packaging available on the market
and the price of the PRN. The Environment
Exchange does not support the view that this
variation, which is the result of market forces
and can change, should be legislated unless
specific targets have been confirmed by the
Commission.

If the figures in the consultation document are
reflected for the whole of 2001 both the
aluminium and plastic sectors will struggle this
year. An important issue is the identification of
what actions will be taken by whom against
sectors that fail to achieve their minimum
material specific recycling targets. As the
majority of sectors achieve the material specific
target with ease, it negates the purpose of
increasing the minimum targets if sectors that
failed to meet the previous minimum are in no
way penalised. Hence The Environment
Exchange finds it difficult to support an increase

in the minimum material specific targets based
on the data available. If this issue is resolved, it
would recommend a rise to 19 per cent and 1
per cent annually from 2002 to 2006.

Overall The Environment Exchange endorses
the Advisory Committee on Packaging’s view
that the present PRN system appears to be
working well. This does not mean that the
system cannot be improved but any
improvements would be adjustments rather
than fundamental changes to the concept. In
particular the development of a central register
is vital in order that participants in the market
are better informed about the details of the
market.

Surely it must be the aspiration of Government,
effectively the managers in a managed market
such as the PRN market, to create a ‘perfect
market’. A ‘perfect market’ can only be created
on the basis of perfect information. At the
moment the absence of timely information
increases the opaqueness of the market and as
a consequence price speculation and counter
productive secondary trading takes place. The
presence of a central register would improve
the quality of information available to all:
Government; regulators; reprocessors; exporters;
obligated companies and compliance schemes.
In an aggregated form it will in no way
compromise the confidentiality of individual
participants in the market.

As the market develops many are still
developing their ideas on how best to utilise a
marketplace. Some prefer to sit on the fringes
with the ambition of achieving the big trade
rather than using the marketplace in smaller
quantities and often. It is worth bearing in mind
that 1,000 tonnes traded for 50 weeks equates
to 50,000 tonnes just as effectively as one trade
of 50,000 tonnes. Equally it should be borne in
mind that a bid or offer of 1,000 tonnes on the
exchange may cover a far larger requirement.
Furthermore in a tight market, steady trading is
far less likely to send to the market any signal
of distress than a single sizeable trade.

Once again many thanks for your support to

date and as the feastive period approaches,
I wish everyone an enjoyable time.

s Meaglann

Angus Macpherson
Managing Director



[

From the Envir
Onment Exch
Press Office ange

Envir<_>nment Exchange MD Angus
entrahsgd register of ownership for
no Initiative has yet been muted

Frequently asked questions:
e s part settlement permitted?

Yes, if company A is offering 1,000t, company B may buy 600t and company A may leave the balance on the market,
or vice versa.
e Why might t2e wish to restrict any activities of its participants?

T2e might wish to restrict trading generally where abnormal circumstances occur or where an individual participant is
acting in @ manner which amounts to abuse of the market. So far neither of these circumstances has occurred.
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Total value of PRN Transactions through t2e

Total Value of Paper Transactions to 31st October 2001
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At this stage like for like trading between 2000 and 2001 obligation years is up on tonnage by 34 per cent, on
transaction numbers by 49 per cent and in value by a startling 298 per cent!” ... Angus Macpherson

Guidance from The Environment Agencies

1. For 2001 PRNs / PERNs issued in respect of packaging waste delivered for
reprocessing between 1st January and 30th November 2001.

e There will be no splitting of these PRNs / PERNs after 31st December 2001.

e Any 2001 PRN / PERN issuing capacity, which remains at 31st December, must be
declared and the remaining amount issued as a PRN to the appropriate Agency
(from where they will not be supplied on). You must make it clear on the PRN/
PERN that " this is surplus material delivered in period 1 January 2001 to

30 November 2001.” www.t2e.co.uk

2. For PRNs / PERNs issued in respect of packaging waste delivered for
reprocessing during December 2001. www.om.com

e An accredited reprocessor /exporter may (not later than 31st January 2002) issue
either a 2001 or a 2002 PRN/PERN in respect of packaging waste delivered /
exported for reprocessing during December 2001. Such PRNs/PERNs should clearly
state the obligation year for which they are intended.

e There will be no splitting of these PRNs /PERNSs after 31st January 2002.

¢ Any PRN issuing capacity, which remains after 31st January, must be declared and
the remaining amount issued as a PRN/ PERN to the appropriate Agency (from
where they will not be supplied on). You must make it clear on the PRN/ PERN
that “this is surplus material delivered in period 1 December to
31 December 2001.”

t2e heads for Edinburgh

The Environment Exchange has now relocated to Edinburgh (address below), but as an
e-business, the location will make no difference to the sevice that we can provide to our
450 plus participants. The Exchange is located in the OM Group’s centrally-located offices
a stone’s throw from the main Waverley Station.

Reminder
We have moved to:

gth Floor, Scott House, 10 South St Andrew Street, Edinburgh EH2 2AZ
Trading 0870 607 1354 Marketing 0131-558 9650 Fax 0131-556 9959
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