The Viglen Commitment to the Environment

Viglen is committed to being a conscientious company, working to create a sustainable future for our planet.
Sustainability means finding innovative, long term solutions to reduce the environmental impact our company,
its products and services have on the environment. In July 2008, the Government issued its vision for making
ICT more environmentally sustainable in line with its target to reduce greenhouse gases by 26% or more by
2020 and by at least 60% by 2050. Viglen is committed to help achieve these targets in every way it can.

Viglen fosters a culture of individual responsibility for both Quality and Environmental issues. Our success is
largely attributable to a single company philosophy that pervades everything we do —IT’s Personal. It is our
passion and attitude that gives us commitment as individuals and as a team to focus on our customers’
requirements and expectations today and in the future. Viglen’s philosophy is supported through our
management system, run to meet the requirements of ISO 9001. Viglen are also proud to work to the
ISO14001 standard for environmental management.

Product Development:

Incorporation of the latest energy saving technologies such as motherboard designs which incorporate energy
saving features, and integration of ENERGY STAR recommended PSUs and other components.

Limitation of Hazardous materials (RoHS Directive).

Hardware Reliability for extended operable lifespan.

Value Engineering — Reduction of functionally unnecessary materials.

Fabrication for recovery - Assemblies of different recyclable materials are separable.

Processes and Operations:

Waste of effort and energy is minimised — Company Efficiency programs.

Engaging our staff — “It’s Personal” program.

Recycling and reuse of supplier packaging in our manufacturing facility.

Paper use reduction through systems integration in our offices in addition to recycling.

Product packaging that has won industry awards for use of recycled materials and material conserving design.

Partnering with suppliers:

Viglen sets clear expectations for our product and material suppliers from around the world. These suppliers
must meet Viglen requirements for environmental regards. Viglen is working with suppliers to reduce the
environmental impact of our products and production.

Continual Improvement:

Viglen is a quality focused organisation with I1SO 9001: 2000 Quality Management System and 1SO 20000-
1:2005, IT Service Management already in place, with certification and ongoing audits. We constantly strive to
improve our processes and reduce our carbon footprint with the aid of the BSI.

Compliance:
Viglen works responsibly within the current regulatory and statutory framework. Projects and
partnerships have been initiated for new compliance requirements as they develop.

Bordan Tkachuk
Chief Executive Officer
4th November 2008
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Environmental product design

Viglen works closely with core suppliers, and this is attested by the many supplier accreditations Viglen hold as
a “preferred” or “premier” partner. Viglen by working in partnership with industry leaders (such as Intel,
NVIDIA, 3COM, and Western Digital) is in an excellent position to benefit from supply chain development
initiatives. At Viglen, designing products for reduced environmental impact has primarily followed a strategy of
reducing our product’s energy consumption and also making changes to the material content of our products.
Details of how this strategy has provided benefits are shown in this section.

Design for Product Energy Efficiency

In over 30 years of operation, Viglen have been at the forefront of ICT engineering, with many products
designed in the UK for specific market sectors. Over the last 10 years, energy consumption has risen through
the ranks to become the most important consideration when purchasing ICT equipment for many customers.
Viglen engineers have developed a range of products, from the tiny
‘MPC’ computer that runs Microsoft Operating Systems but only
consumes 6 Watts of power, to fully loaded PCs that use mobile
technologies to cut power consumption in half. While these specific
products are perfectly suited to certain customers, Viglen have also
been cutting power consumption across the entire range of
‘standard’ products. Many innovations such as power saving CPUs,
very efficient ‘80Plus’ power supplies, and ‘all-in-one’ integrated PCs
all help lower power usage and therefore CO’ emissions. The Viglen
Omnino ‘all-in-one” PC with EQ200 motherboard is one of our most
energy efficient workstation to date, passing strict ENERGY STAR 4
certification with flying colours.

Viglen test all new products for energy consumption, and our systems leave the factory configured to meet
substantial energy saving requirements. We advise our customers on product energy consumption, and try to
provide ‘real life’ information on power consumption where ever possible. We offer full details on energy
outputs including watts consumed at various processor states (idle, load, standby) and illustrations based on
usage. In providing customers with this information, we are able to deliver inputs into a holistic view of total
cost of ownership.

For instance, Viglen designed and installed a complete energy efficient computing solution for the University of
Plymouth.

Challenge

e Sustainable development is a high priority at Plymouth. The university looks for solutions that help
people work more efficiently while also protecting the environment.

e Under an existing system, IT personnel needed to update the university’s computers regularly with
new software and security patches, which meant computers were left running overnight to receive
essential updates, with up to 5,000 machines operating 24 hours a day, five days a week.

¢ This meant that finding a more efficient approach to desktop management became a priority in order
to help reduce their carbon footprint

Solution

e With a combination of Intel® vPro™ technology and energy-efficient Intel® Core™ 2 Duo processors,
Viglen installed desktops which use 40 per cent less power

e Security updates can also be managed whether the computer is left on or off

9 Vastly improved asset management through vPro and SMS gives complete control
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Energy Star

This is a voluntary scheme, which originates from the United States
Environmental Protection agency (EPA). This scheme has established energy
consumption benchmarks for computer standby modes, giving the consumer an
easy ‘badge’ to look out for when purchasing IT equipment. Viglen has actively
participated in the ENERGY STAR program for more than a decade. During this

time, Viglen has offered many desktops, workstations, laptops, and displays

models that meet the requirements for ENERGY STAR qualification. Many of our
products now consume less than 4 watts in low-power mode and, exceed the
current levels set by ENERGY STAR for energy efficiency. Viglen are also in the EN EHGY STAH
process of certifying all of its mainstream PCs to ENERGY STAR 4 levels, meaning

you get a Personal Computer that is remarkably efficient at converting AC power to DC, and getting the most
out of it.

Power Management control is setup on all Viglen PCs as standard, and end users can customise the power
saving functions, as they require. Viglen recommend the advice provided under the Energy Star scheme for
Windows power options.

http://www.energystar.gov/index.cfm?c=power_mgqgt.pr_power_management

Product Material Content

Our cases do not contain recycled plastics, as repeatability of finish and mechanical properties have not been
achieved to allow this currently. Our case manufacturer operates an environmental management system that
has been accredited to 1ISO14001, and has invested in 'closed cycle ultrasonic' cleaning technology to reduce
solvent emissions during its manufacturing process.

Design of all Viglen cases includes identification of recyclable materials and these are easily separable for end
of life recycling. All major ABS plastic components are marked according to the DIN6120 recycling mark
standard, to help facilitate recycling. The CENELEC developed EN50419 standard of product marking will be
adopted in preparation for RoHS.

Restricted and Hazardous materials

From July 2006 the following materials were restricted under the EU’s ‘Restriction of Hazardous Substances’
(RoHS) directive.

Substances Typical Application

Cadmium Paint and batteries

Chromium IV (hexavalent) Metal Plating and plastics

Lead Paint; solder; CRT display glass; and
cable insulation.

Halogenated Flame-retardants (PBB & Plastics/ Resins (as used in circuit board

PBDE) material and component packages)

Mercury Paint and batteries

Viglen understand the environmental risks associated with the substances covered by the RoHS directive and is
committed to reducing the use of these in line with the directive and the appropriate technical group’s
findings. Viglen Benefits from working closely with key suppliers who are all actively working on worldwide
programs to achieve the deadline for their European products.
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RoHS - compliance comments

Lead Free Solder

Replacing lead in electronic equipment was one of the biggest challenges in meeting RoHS and similar
requirements. Lead has been widely used for decades in electronics. When combined with tin, lead forms the
solder used in the assembly of electronic circuits. Many components on a circuit board, as well as the
manufacturing process to assemble them, used to rely on materials that contain lead. Viglen products
introduced after 2006 meet the RoHS standard with regard to lead content.

Fire Retardants

The need for fire retardants in all circuit boards and some component packages has meant that the restriction
of Brominated compounds / Ethers has been technically problematic. Currently the move to compounds with
more bromides attached (which are less toxic and dissimilar to organic molecule structures) and the switch to
reactive fire retardants (bonded to the plastic at atomic level e.g. TBBPA) rather than additive (blended with
plastic resin) has added material costs.

Heavy Metals

Cadmium, Lead and Mercury have been widely restricted in paint manufacture by other legislation. Currently
none of Viglen’s products have a paint finish containing these compounds.

Chromium IV is mainly used in electronics to prepare metal and other surfaces to accept metal plating e.g.
Gold plating of connectors. As such it is unlikely to be released until end-of-life material recovery re-exposes
the Chromium IV layers that have remained from each component’s manufacture. As with Lead, Chromium IV
is widely used in electronics and it’s use is linked with common electronics manufacturing processes. However
unlike lead it is present only in minute quantities within components themselves

and under plated metals. Viglen’s approach to Chromium IV is the same as that for Lead.

Cadmium and Mercury as material used in batteries. Batteries used in Viglen’s mobile systems are based on
Lithium ion technology; this uses lithium metallic oxide in its positive electrode (cathode) and carbon material
as its negative electrode (anode), we have based all our mobile products on this battery technology for a
number of years. Lithium ion technology has performance advantages over previous generations or mercury
and cadmium based battery technology as well as a much reduced environmental toxicological impact at end-
of-life. Desktop systems did use mercury ‘watch style’ batteries that had persisted in favour with motherboard
manufacture because they have very long life under normal usage patterns and require minimal battery
management. These have been completely phased out in favour of Lithium Manganese dioxide batteries and
any costs have been absorbed in normal product development.

Statement of RoHS Policy

Viglen is committed to becoming the manufacturer of choice for guiding you through the RoHS (Restriction of
the use of certain Hazardous Substances) and WEEE (Waste Electrical and Electronic Equipment) legislation
and providing you with clear information and services. We believe that the EU Directives on RoHS and WEEE
are the most significant developments in electronics legislation in many years. We believe it is our
responsibility to assist you by providing the latest information on the directive.

Viglen have studied the RoHS directive (and the associated European and UK announcements) which came

into force on July 1st 2006. We are pleased to confirm that the Viglen’s standard product ranges comply with
the RoHS directive.
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Product Related Environmental Standards

TCO development

TCO is a voluntary scheme, which originates from Sweden and has primarily been
developed for display equipment. The TCO’03 standard supersedes TCO’99 in that it has
more requirements than TCO’99. TCO’99 is however still current. The earlier TCO’95
standard has been withdrawn for new products.

TCO’99 is currently the world leading labeling scheme for display equipment.
For a product to be certified in accordance with TCO'99, it must meet a large number of
criteria within the areas of:

0 Materials Used and Ecology
0 Energy Consumption and Emissions
0 Product Ergonomics

This standard primarily aims to reduce the negative stress, eye problems, and pains in the shoulders and neck
that may be associated with intensive use of displays. A display certified in accordance with TCO'03 Displays
guarantees excellent picture quality and color reproduction. The TCO’03 standard includes additional
environmental requirements including low emission levels of environmentally hazardous substances during
manufacture and recycling. TCO’03 labeled products offers low energy consumption that is safe in use and has
a reduced environmental impact.

These labels focus on features such as recyclable design, energy efficiency, ergonomics, emissions, avoidance
of hazardous materials and product take back. By participating in these voluntary programs, Viglen is
attempting to exceed basic compliance with environmental regulatory requirements to better meet the needs
of its customers and the environment.

OO PAAT OwAi 1 AAAT 6 | AOE
This voluntary scheme, originates from the EU. Requirements are dependent on defined product groups. The

ecological criteria for each product group are based on full life cycle considerations (LCC). IE. This scheme takes
a "cradle-to-grave" view of the environmental impact of a product.

Criteria for the IT equipment product group include:
0 Reduced energy use in both active and inactive modes
0 Limited use of substances harmful to health and environment
0 Conservation of natural resources though product durability/upgrade and recycling.
0 Reduced solid waste through end-of-life product take-back.

Due to evolving criteria and considerations for the RoHS directive, Viglen are strategically working towards
product designs that comply with this product mark.

Blue Angel

Germanys RAL Deutsches Institute has created this voluntary scheme. The Blue Angel logo is awarded to many
types of products, with criteria varied according to product category.

Requirements for desktop computers include:
0 Energy efficiency.
0 Extendable system lifespan / upgradeability.
0 When technically achievable environmentally hazardous materials are not used.
0 Possible reuse and recycling of end of life components.

Viglen’s Product packaging has complied with this mark since 2002.
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Product Safety and CE marking

All equipment offered by Viglen complies with the requirements of European standard EN60950 ‘Safety of
Information Technology equipment, including electrical business equipment’. All equipment offered also
conforms to EC directives relating to health and safety regulations (90/270 EEC) and the ‘Electricity at Work
Regulation 1989’ Act. To ensure that Viglen’s products continue to meet EC regulations as they develop,
Product compliance to EC health and safety directives is maintained by our dedicated compliance engineer.

Viglen's Computer hardware complies with the EEC Council directive (90/270/EEC); this particularly relates to
Articles 4 and 5 paragraphs 1 (a), (b) and (c) covering the display screen and keyboard.All Viglen monitors
comply with the strictest low radiation emission standards - that of the Swedish SWEDAC MPRII, as well as the
EEC low emission standards EN60950 and EN55022.

As part of our on-going commitment to product safety, Viglen invest heavily in complete certification of all
new products for the ‘CE’ mark. All new products are designed from scratch to reduce emitted and conducted
non-ionising radiation.

Processes and Business Operations

Working environment health and safety

The work environment at Viglen’s facilities is intrinsically low risk because Viglen’s operations are
predominantly based around assembly of systems. Viglen have a formal health and safety management system
in place, which has been accredited by Contractors Health and Safety (CHAS, for more information visit
www.Chas.ac.uk) Viglen is also a member of the British Safety Council.

A NEBOSH qualified Health and Safety Manager organises Viglen’s Health and safety programs with
operational managers and nominated safety co-ordinators. On employing a new staff member an initial health
and safety induction is provided and is backed up by work based risk assessments for new roles. Viglen has a
defined structure for health and safety responsibility, which includes workplace safety co-ordinators, first
aiders and fire officers.

Management systems

Viglen, building on the successes of its accredited Quality Management System (1SO9001:2000) is under
advisement from British Standards Institute (BSI) on how to progress it's management systems to take
advantage of the 1ISO14001:2004 standard. Viglen is reviewing the benefits of independent verification under a
joint registration scheme with BSI.

Supplier Packaging

Components received by our manufacturing facility are packaged to a high standard to protect vulnerable
components from damage. When possible Viglen reuse supplier packaging internally or reuse for service
support purposes. Where practical, Viglen return materials back to the supplier for reuse. As a last resort we
separate card and recyclable plastics and compact them awaiting collection for recycling. Viglen have
benefited from many of its larger supply partners improving their own packaging systems in line with reuse or
the use of recovered materials as a conservation measure.

Supplier Returns

We seek to refurbish as many components as practical within our supply chain and its warranty programs. If a
component is uneconomic to repair or obsolete then as policy it is disposed of as salvage for material recovery.
Components reworked by their original manufacturer may be used for service repairs during lifetime support
of our products. Service items are segregated and never sold to customers.

MSD-Env-PLO01-12.5 Page 6 of 18 11/9/2008



Manufacturing Operations

Manufacturing is carried out in our centralised purpose built factory. Our assembly operations do not produce
by-products or air bourn emissions. Cleaning chemicals used during the manufacturing process are CFC and
VOC free and COSHH assessed as non-hazardous.

Buildings and facilities

Viglen invested many years ago in a fresh air heat exchange system for it’s purpose built offices to minimise
the use of air conditioning / heating. A simple version is also installed in our main stores. Energy consumption
at Viglen’s sites are monitored for improvement opportunities.

Finished Goods Distribution

Transportation is a subcontracted activity controlled via a Viglen liaison manager. Viglen, in renewing our
relationship with TNT, are satisfied with their environmental policy and current practices. TNT has advanced
plans for formalising their Environmental Management system (EMS).

TNT Express Services in the UK pioneered a unique global initiative in
December 2006 by deploying the world's first 7.5 tonne high
performance zero emission electric vehicle in London. Following the
successful trials of the vehicle in early 2007, in May 2008 the company
invested £7m in a fleet of one hundred electric vehicles, to be
deployed at 18 TNT locations in England and Scotland. In 2007, TNT
launched a global strategy called Planet Me to improve transparency
on the company's carbon footprint, to drastically reduce CO2
emissions from the company's operations and to stimulate its 159,000
employees to do the same in their private lives. The Planet Me
initiative is a certified system to measure, report and manage its CO2
emissions.

TNT also implemented CO2 reduction initiatives in its eight most important operational areas: aviation,
buildings, business travel, company cars, partnering with customers, operational fleet, procurement, and
investments. The programme also aimed to stimulate employees to use less energy at home and on the road.

TNT ranked first in Dow Jones Sustainability Index 2007 - achieving highest score in entire index. Similarly,
According to SAM Research, TNT 'has consistently improved not only its sustainability reporting but also its
sustainability performance'. The company achieved particularly good results in the areas of risk and crisis
management, human capital development, stakeholder engagement and environmental management.
Concrete initiatives like Planet Me, TNT's program to cut CO2 emissions, further underpin the group's
leadership role.

Viglen feel that TNT’s efforts around sustainability are being demonstrated though it’s approach to green fleet
principles:

"Right-sizing" vehicle to collection transfer and delivery operations requirements.

Active management of the fleet make-up and deployment.

Optimizing vehicle route travel, operations.

Investing in technology to optimise operational efficiency and working with customers to optimise
collection routes.

Purchasing advanced fuel-efficient vehicles, and following programmed maintenance.

Rolling program for fleet replacement in line with increasingly stringent EU emission’s regulations.1
Monitoring of fuel consumption efficiency per journey per vehicle.’

Gradual increase in number of zero emission electrical lorries in cities.

=A =4 -8 =4

= =4 -8 =4
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Viglen, with its award winning desktop packaging design (low volume) and TNT as its transport partner, isin a
good position to make further CO2 emission improvements associated with distribution of the products. This
increased load efficiency has already tangibly reduced associated CO2 emissions principally in the collection
route to our local logistics transfer hub.

TNT Express Services in the UK pioneered a unique global initiative in December 2006 by deploying the world's
first 7.5 tonne high performance zero emission electric vehicle in London. Following the successful trials of the
vehicle in early 2007, in May 2008 the company invested £7m in a fleet of one hundred electric vehicles, to be
deployed at 18 TNT locations in England and Scotland.

Viglen subcontract courier delivery to 1ISO14001 approved TNT, who
operate green fleetprinciples which include:

Least trips

Piloting of non fossil fuel powered vehicles

Palletised and unboxed deliveries

Removal of packaging

=A =4 -8 =4

1 TNT have a policy of replacing vehicles with those that comply with tlee3Etandard. Compliance to this
standard currently stands &0% of their tractor units and0% of collection and delivery fleet. Euro 4
compliancy regulations come into force for all newly registered vehicles from October 2006 and TNT are
adapting a roling 3 year vehicle replacement programme to meet the increasing environmental standards
required by this legislation.

2 TNT uses a computerised Fuel Monitoring System within all their depots, which records a measurement of
fuel consumption versus vehicldh S 383 I yR (KS SyiAaaizya FTNBY ¢bc¢Qa
relevant European standards.

Ownership and Product Operation

Supporting an informed purchasing decision

Viglen make available the average energy consumption rates for each of its ranges. Viglen aim to exceed the
requirements of the US ‘energy star’ voluntary scheme, and supply our customers with energy efficient
products that employ advanced energy saving features as standard. Viglen undertake to offer a range of
products that are accredited to recognised environmental standards.

Prolonging useful life of systems

Viglen has always prided itself in the quality of components and the build quality of our systems. Many
systems (subject to technical limitations) can have their useful life extended by investing in component
upgrades to refresh performance levels. Viglen offer upgrade advice though our website “upgrade me”
request. Based on entry of a Viglen systems serial number we will provide advice on options for upgrades
tailored to the specific Viglen system.

Network Consultancy that includes the reuse of legacy equipment

When Viglen is providing consultancy, our consultants advise on how legacy equipment can be integrated into
proposed network solutions. By using modern ‘virtualisation’ techniques, Viglen engineers can get the most
out of customers existing Server assets, reducing expense and power consumption.

Redeployment

Viglen have created novel opportunities to extend legacy useful life in our network solutions equipments
(based on Microsoft’s Intellimirror technologies). For example we have developed a ‘kiosk service’, which
enables any system capable of running Internet explorer 5.5 to act as a dumb network terminal for browsing
the Internet. This has successfully been applied to academic networks.
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Reuse of peripherals.

Viglen encourage the reuse of keyboards, mice, and display equipment. Viglen do not include Displays in our
model pricing and provide transparent savings information if mouse and keyboard is not required. Visit
http://www.viglen.co.uk/ and try our real-time on-line configurator.

Product Packaging

Our award winning packaging design has eliminated
the use of foam inserts for all desktop PC’s and no CFCs
are used in the production of our packaging. Viglen’s
packaging generally consists of 80% recycled board
faced with virgin pulp and in some cases wood frames
are also used. The only plastic used in packages is for a
vapour barrier required to protect the PC during
storage and transit.

Since the removal of expanded PS plastic from PC
packaging, Viglen has avoided over 1200 cubic meters
of non-biodegradable landfill. A 33% increase in
transport utilisation (pallet efficiency) has also helped
reduce CO2 emissions through fewer journeys between
our facilities and our transport partner’s distribution
hub. Referere: http://www.buxcorrugated.com/starpack.htm

Packaging reuse for installation deliveries

For certain types of installation that Viglen undertake, we have
developed a reusable packaging system which results in the reuse
of some of Viglen’s supplier packaging. We gain a significant
benefit from this conservation approach over recycling of
packaging for larger installation projects.

Viglen have created a flexible and environmentally sound method
for delivering PCs to desks on large-scale rollouts. This new heavy-
duty box can be used again and again to deliver PCs to their
desks. Our installation team simply brings the packaging back to
Viglen to be repacked with a new PC and used again. Where ever
possible, Viglen will bulk back PCs on pallets with minimal packaging at all. Where many units are being
delivered to one location, this method allows us to increase installation time and reduce wasted packaging
materials to the bare minimum. As the supplier of IT to the Victoria and Albert Museum in London, we offered
a range of packaging options to them, and the Museum choose the blue box option for 925 units resulting in a
saving of 450 kilograms in waste packaging.

Delivery to desk... (Packaging removal and recycling service)

Viglen provide a delivery to desk option, which selected couriers or agents carryout on Viglen’s behalf. All
packaging is removed from a customer’s site, and is recycled with Viglen holding proof of recycling notes. We
offer van-based deliveries and porterage for consolidated deliveries.

Printed Reference Material

To reduce the amount of printed material shipped with each PC, Viglen have switched to providing all user and
reference material on the hard drive with a convenient desktop shortcut. Viglen also make the reference
material available on our Website in the ‘Support’ menu. A single sheet quickstep guide is provided in printed
form.
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End-of-Life

Redundant PC systems are broadly of more worth integrated in an existing working system than broken down
into constituent components. Whenever Viglen is in a position to advise for example during consultancy, the
redeployment of unwanted equipment in the customer’s own organisation is explored. Viglen have also
provided technical solutions to aid this in the education sector.

Primarily Viglen is partnering with RecommIT Ltd (http://www.recommit.co.uk/) to provide refurbishment and
redeployment of redundant PC’s into the voluntary and social need sectors. Founded in 1997, RecommIT has
rapidly established itself as one of the UK's leading IT equipment disposal agencies, undertaking the collection,
secure data purging, recycling and redistribution of redundant IT equipment:

UK Government-qualified to handle classified and sensitive data
Licensed Environment Agency Waste Management Site

Licensed Environment Agency Waste Carrier

Registered to ISO 14001 (Environmental Management System)
Accredited WEEE Refurbishment and Recycling Member of ICER*
Microsoft Authorised Refurbisher

(*Industry Council for Electronic Equipment Recycling)

In partnership with RecommIT, Viglen can redeploy or recycle / dispose of end-of-life equipment in an
environmentally responsible way. We also offer reconditioning and transhipment to domestic and
international charities.

The WEEE Directive Challenge

To tackle the issue of wide-scale technology redundancy of electronic and electrical products, the European
union has taken a regulatory approach and the Waste Electrical and Electronic Equipment directive (WEEE) has
been published as an outcome.

Background (source: WEEE Implementation Team, March 2006)

1. The WEEE Directive is European environmental legislation. It is one of a small number of European
Directives, which implement the principle of “extended producer responsibility”. Under this principle
producers are required to take responsibility for the environmental impact of their products, especially when
they become waste. The WEEE Directive applies this in relation to electrical and electronic equipment (EEE).

2. The broad aim of the WEEE Directive is to address the environmental impacts of WEEE and to encourage its
separate collection and subsequent treatment, reuse, recovery, recycling and environmentally sound disposal.

3. The Directive seeks to improve the environmental performance of all operators involved in the lifecycle of
EEE especially those dealing with WEEE. Accordingly it sets certain requirements relating to the separate
collection of WEEE, standards of its treatment at permitted facilities, and sets targets for its recycling and
recovery.

4. Under the Directive, retailers have an obligation to give consumers the opportunity to return WEEE, free of
charge on the sale of a new item. Producers are responsible for funding the collection, treatment, recovery
and recycling of separately collected WEEE in proportion to their EEE market share (ie the amount of EEE they
place on the UK market in any compliance period).

MSD-Env-PLO01-12.5 Page 10 of 18 11/9/2008


http://www.recommit.co.uk/

5. [The remainder of this paper] describes how the regulations will require producers and retailers to discharge
their obligations.

Retailers

6. Under the UK regulations retailers will be allowed to discharge their obligation by:

9 Taking back WEEE from private households when selling new EEE which serves the same purpose; or
9 Joining an approved retail compliance scheme which will provide appropriate signage directing
consumers to a Designated Collection Facility (DCF) where WEEE can be deposited free of charge

7. The Government expects that retail compliance schemes will establish the majority of their DCFs in existing
local authority Civic Amenity sites and Waste Transfer Stations.

8. Approval criteria for retail compliance schemes will be detailed in a subsequent paper. They will include
such factors as: signing up of DCF sites to cover areas where members are based; financial viability to cover a
compliance period; and a membership strategy taking account of SME needs and appropriate membership fee
structure. It will be a condition of approval that schemes agree to work with other schemes to form a UK wide
network if required to do so.

Re-use of WEEE

9. Voluntary sector groups already play a valuable role in promoting the re-use of WEEE, which will continue
when the Directive comes into force. Some of these groups have already adapted their operations in
anticipation of the Directive’s requirements. Delay to implementation has caused them difficulties.

10. The work of these groups has both environmental and socio-economic benefits. They can contribute to the
delivery of both producer and local authority objectives. It is in the interests of producers and authorities to
work with them in advance of full implementation of the Directive, so that their subsequent contribution can
be maximised.

Producer registration

11. Under the Directive all producers of EEE must be registered. In the UK, registration will be with the
appropriate environment agency1 either directly or through an approved producer compliance scheme. The
environment agencies will set and levy appropriate registration fees.

12. The Government wants to encourage producers to register via schemes. To register directly, a producer
will have to meet the same criteria as approved producer compliance schemes, including the collection and
recycling criteria. Unless explicitly stated to the contrary, all the duties of producer compliance schemes set
out in this paper also apply to directly-registered producers.

13. Producers will not be able to join more than one scheme to meet their obligations under the Directive and
will not be permitted to change scheme membership part way through a compliance period.

Producer compliance schemes

14. Producer compliance schemes will be required register with the environment agencies. Registration of
Schemes will last three years. Producers will be required to register their members annually.

15. Approval criteria for compliance schemes will be set out in a subsequent paper. They will include such
factors as ability to collect from DCF sites; appropriate membership structures to cater for SMEs (including an
appropriate membership fee structure); an operating plan which shows financial viability to operate through a
compliance period; and adequate financial guarantees (for example, through appropriate insurance) to cover
producer obligations if a member ceases trading in

! For England and Wales, the Environment Agency; for Scotland SEPA, and for NI NIEHS
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the UK market. Compliance schemes will be expected to discharge both their members’ obligations for both
WEEE from private households and business to business WEEE.

Calculating producer obligations

16. The “compliance period” against which producers’ obligations will be calculated will be the calendar year.

17. At the end of each compliance period producer compliance schemes will need to demonstrate they have
met the obligation described in paragraph 4 above. Compliance schemes will be legally responsible for the
share of WEEE attributable to their members. Each scheme will need to agree with its members how the cost
of dealing with WEEE will be divided between them.

18. The exact quantity of WEEE deposited within a compliance period will not be known until the period is
over. This section describes the information flows which will allow producer compliance schemes to monitor
their likely obligations.

19. At the beginning of the compliance period each producer compliance scheme will be required to supply the
environment agencies with details of its membership, and the weight of EEE, which its members placed in the
market in the preceding year. This will be used by the environment agencies to calculate the market share of
each scheme.

20. Each producer compliance scheme will be required to advise the environment agencies of any changes in
membership, and the quantities of WEEE collected, reused, recycled and recovered (including any collected
WEEE which may be exported for treatment or recycling).

21. The environment agencies will monitor the volume of WEEE arising through the year, and publish quarterly
reports. Together with the prior year market share information described above, this will give producer
schemes a guide for the level of WEEE to be collected, treated and recycled.

22. At the end of the compliance period the environment agencies will calculate producer scheme obligations
based on the actual levels of EEE placed on the market and the levels of WEEE arising. Schemes will then be
notified of their final obligations and will be required to show evidence of their discharged obligations.

Allocation arrangements

23. It will be the responsibility of producer compliance schemes to negotiate with ocal authorities and others
who have registered DCFs to collect sufficient WEEE to meet their obligations. The Government will not
intervene in this process. It is up to producer schemes collectively to decide whether these arrangements are
best made

through straightforward market mechanisms or by some allocation which they would agree between
themselves.

24. Some producers and compliance schemes will process more than their proportionate share of WEEE.
Equally, some schemes and producers will handle less than their share and will therefore not be able directly
to meet their financial obligation.

25. To deal with these mismatches there will be a system of buying and selling surplus evidence via a central
exchange. The exchange will buy evidence from producers with a surplus, at cost. It will sell that evidence to
those producers, which have handled less than their share, at a price fixed by DTI a little in excess of the cost
of processing. This will incentivise producers to meet their obligations by taking active responsibility for
processing.

26. If any Waste Disposal Authority is unable, despite reasonable efforts, to secure collection of WEEE from its

site in accordance with the code of practice it will be entitled to secure the processing of the WEEE and to sell
the evidence generated to the exchange at cost.
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27. Any surplus on the exchange in a given year will be used to reduce the producer registration fees levied by
the environment agencies. Given the pricing arrangements, deficits are unlikely to arise: if a deficit did arise it
would be funded as a first call on the following year’s surplus.

Practical arrangements for collection of WEEE

28. Retailers and their compliance schemes will be required by the Regulations to make WEEE ready for
collection by producers and their compliance schemes. Producer compliance schemes will need to negotiate
with the operator of the site (for example the local authority or the retailer) to collect the WEEE. The collection
arrangements will be governed by a code of practice. This is presently being developed in discussion with
stakeholders. Part of the approval process for

compliance schemes and DCF status will be agreement to adopt and

follow the code.

Authorised Treatment Facilities (ATFs)

29. ATFs will be licensed under the DEFRA regulations by the appropriate
environment agency.

Evidence of reprocessing

30. Producer compliance schemes and (individually registered producers) will be required to demonstrate that
they have met their financial obligations through a declaration of compliance, supported by appropriate
evidence notes. The declaration of compliance will be a signed statement by the compliance scheme
confirming that the financial obligations have been met in line with the notification received from the EAs.
Evidence notes demonstrating that WEEE has been treated and recycled appropriately will support this
declaration.

31. An evidence note will specify the weight of the consignment of WEEE concerned, and declare that it has
been processed in accordance with the Waste Management Licensing Regulations. The evidence must also
demonstrate that the WEEE has been recycled to meet targets specified by the Directive. It is envisaged that
protocols will be developed to simplify the information required to demonstrate this.

32. The transmission of evidence notes back to compliance schemes will depend on contractual arrangements
between producers and ATFs or, where a consignment of WEEE passes through a series of ATFs, between
different ATFs in the chain.

Additional cost to Producers for the recycling of historical WEEE

33. Article 8, paragraph 2 of the Directive provides that:

Member States shall ensure that for a transitional period of eight years (10 years for category 1 of Annex IA)
after entry into force of this Directive, producers are allowed to show purchasers, at the time of sale of new
products, the costs of collection, treatment and disposal in an environmentally sound way. The costs
mentioned shall not exceed the actual costs incurred.

34. The Review has received a range of representations on this issue. There is no consensus across the
producer community on the introduction of a mandatory right to display the additional cost of the recycling of
historical WEEE. In the main representations from white goods producers have been in favour of a mandatory
provision, whilst those from producers of other goods, and from retailers, have been

opposed to a mandatory solution.

35. Proponents of a mandatory visible fee have argued that the cost of recycling historical WEEE will place
financial burdens on producers and could damage their competitiveness. Opponents have noted that the
transitional nature of Article 8 could mean that the implementation costs of a mandatory regime are likely to
be higher than the revenue raised.

36. As noted above, the Government strongly supports the principle of producer responsibility. It would be

inconsistent with that principle to introduce a mandatory visible fee, as this would explicitly transfer from
producers to consumers of the costs of processing historic WEEE.

MSD-Env-PLO01-12.5 Page 13 of 18 11/9/2008



Without a mandatory visible fee, the costs of historic WEEE would still be reflected in producers’ overall
pricing, but the incentive on producers to minimise those costs would be increased.

37. The Review has therefore concluded that the relevant passage from the Directive should be reproduced in
the UK regulations. This is consistent with its established policy against unnecessary elaboration of EC
legislation during its transposition into UK law.

38. Under this approach the showing of a visible fee will be a matter for supply chain negotiations. Producers
will be able to propose in that context a visible fee, shown for instance through a sticker on the product.

On 14 December 2005 Malcolm Wicks, Minister for Energy, announced a review of the implementation of the
Waste Electrical and Electronic Equipment Directive in the UK, which recommended in March 2006:

1 Approved compliance schemes for retailers, which will establish networks of Designated Collection
Facilities (DCFs);

9 Obligatory registration for producers, which may be either direct or through an approved compliance
scheme;

9 Asystem for calculating producers’ obligations under the Directive;

T A quasi-market mechanism for allocating WEEE from DCFs to producer schemes;

1 A code of practice covering the collection of WEEE from DCFs;

T A network of Authorised Treatment Facilities, which will process WEEE and provide evidence of this to
producers;

9 Protocols to enable producers to demonstrate achievement of recycling targets in a cost effective
way;

1 Avoluntary approach for producers to show the cost of handling historical WEEE.

The time scale for the WEEE directive implementation in the UK is compliance to the published directive by
June 2007. Viglen working with Recommit UK Ltd intend to be in full compliance ahead of this deadline.

Up to date WEEE directive information available at:
http://www.environment-agency.gov.uk

The Options:

Viglen is committed to supplying a comprehensive service for the re-use and disposal of surplus IT equipment
from its customers. This service will be provided on our behalf by EOL IT Services and RecommIT Ltd who
specialise in the provision of refurbished IT equipment to individuals, charities, NGO’s and all areas serving
social need. In the process of accumulating redundant IT equipment to do this, EOL IT Services and RecommIT
aim to provide a safe, secure and environmentally sound route for the recycling and disposal of end-of-life
equipment.

Available approaches:
A. Refurbish / Redeploy equipment (re-use).
B. Recycle / Disposal

A. RE-USE. Equipment reuse is subject to a minimum specification that is reviewed from time to time.
Activities undertaken to provide a re-use service include:

Secure collection

Audit trail

Sanitising of data to Government standards
Electrical safety testing / visual inspection
Upgrade to include multimedia

Loading of software (subject to available licenses)

O OO O0OO0o0Oo
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0 UK delivery service
0 3 months hardware warranty

EOL IT Services and Recommit Ltd have extensive experience of re-use and refurbishment and working with
social need organisations. RecommIT was one of the main suppliers of PC systems into the recent "Computers
Within Reach" project sponsored by the DfE, which has brought nearly 6000 units into re-use in eligible
households.

Commitment to charities and other community groups can be further illustrated by on-going arrangements
with The Arthur Rank Centre and its support for rural communities, the Aidis Trust in its work with the
disabled, and many more large and small organisations in the social need sector.

B. RECYCLE. RecommIT Ltd is a member of the Industry Council for Electronic Recycling (ICER) and also a
registered waste carrier.

Recycling activities include:
0 Secure collection
Audit
Sanitising of data
Salvage of useable components
Recycling of end-of-life equipment

O O O O

Security and Sanitisation of Data

RecommIT Ltd holds contracts with the Ministry of Defence and Department for Work and Pensions. Data
storage devices and removable media is processed and sanitised to standards set by the Government's
Communications Electronics - Security Group (GCHQ Cheltenham) and is subject to audits by the Security
Services. RecommlIT is an approved Government contractor (List X) and its security procedures and data
purging methods are subject to audit by the Security Service. Its services are also available through the
Catalogue of Security Equipment (CSE) sponsored by the Security Equipment Assessment Panel (SEAP) under
the authority of the Cabinet Office. Data purging is undertaken in accordance with instructions issued by the
GCHQ Communications-Electronic Security Group (CESG) in their INFOSEC Memorandum No 5 May 2003. The
methods followed by Recommit exceeds or equals the US Department of Defence Standard 5220.22-M.

Collection and Reuse \ Recycling of WEEEZ6 ECI AT 6 O / AFAOQET C

The service provided by Viglen and fulfilled by Recommit Ltd is adaptable — the service objective is always to
make it as straight-forward for the customer as possible, while also ensuring the effective channelling of
surplus equipment into re-use or the best environmental option for electronic and electrical (WEEE) waste
disposal.

Ordering

Viglen will respond to a request for a collection and liaise with the customer to establish the details in terms of
type, quantity, access, contact details, pick-up date and any other special requirements. Collections will be
completed within 16 working days of the confirmed request. Whenever possible this will be co-ordinated with
new equipment deliveries if Viglen are providing a like-for-like take-back service.

It is assumed under our standard service level that equipment will be available from centralised and
reasonably accessible locations (ground floor) at each collection site. We will arrange all the necessary
personnel, equipment and vehicles to load and transport the equipment safely and with effective protection
from damage or losses in transit.

Equipment collections from your site will be confirmed against an inventory that you must supply in advance.
A template spreadsheet will be provided in a format approved by Viglen.
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When Viglen are providing a take-back service the inventory is to be agreed at time of placing the new
equipment order to allow agreement of what equipment is to be returned on an “equivalent type fulfilling the
same function” basis, and what is in-fact additional historical WEEE.

Collection

Minimum collection gty is two pallets. A pallet load is based on the standard pallet 1m x 1.2m used for
transportation and storage which can be loaded to approximately 1m high and equates to approximately 10-
12 complete systems (including 17" monitors) or 10-15 printers. RecommIT Ltd will supply pallets, suitable
wrapping and undertake loading from readily accessible storage or office areas (ground floor unless otherwise
agreed).

A duly completed Combined Collection / Delivery / Waste Transfer Note will be provided at the time of
collection.

If the collection quantity is less than 20 systems (including monitors) then Viglen may apply a handling charge
and nominate the use of a courier. If this is the case the customer becomes responsible for packaging the
systems ready for collection. A combined Collection / Delivery / Waste Transfer Note will be provided after
collection.

Viglen computing would tailor a solution to suit the customer individual requirements. With its flexible
collection procedure, Viglen can operate anything from a collection from a single location, to a round-robin
approach to multiple sites. Viglen believes the primary goal of any solution is to provide Environmental Best
Practice, and the most cost effective and efficient collection strategy. Viglen would work with the customers to
plan the most expeditious and efficient route. This can be achieved as Viglen uses a partner which only collects
using its own personnel and transport. Because of this, Viglen is able to plan in detail exactly when and how
collections would be made, whilst minimizing costs to customer.

Collection requirements are managed through Viglen’s dedicated project management team, through mutually
agreed implementation plan and inventory by addressing specific requirements of customer.

Viglen understand that many collections may fall below the minimum collection requirement (shown below),
but by good communication will allow multiple (close proximity) sites to cumulatively reach those minimum
requirements. This would be operated by a dedicated Viglen team, offering a single point of contact to all
customers’ employees.

In terms of minimum collection quantities, Viglen usually operates a 40 ‘piece’ (a piece is interpreted as a PC,
Server, Printer, Laptop or Monitor) minimum collection requirement. As mentioned above, this figure can be
adjusted not just because of Viglen’s flexible collection processes, but also due to the possible size or weight of
the collected equipment.

Lastly, Viglen believes that the best overall approach is to operate a ‘like for like’ replacement scheme utilizing
Viglen engineers, and would mean central collation of equipment at Viglen premises. This would mean a single
Transport and Engineering crew to your site for both installation and de-installation of your equipment. In this
manner, Viglen would endeavour to minimise transport, personnel and logistical costs. Viglen believes this
would demonstrate its absolute commitment to minimising cost, environmental impact and logistical
requirements.
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Enhanced on-site services (as required services may attract a cost)

Viglen is able to extend its basic service to include other "on site" services for the aggregation, relocation or
removal of equipment from desks or other locations. This porterage is chargeable at a per head-day cost
however if this service involves multiple sites an additional daily charge may apply for driver and van usage.
The collection and disposal of systems containing highly sensitive data (medical trail data etc.) attracts a
charge per system if a INFOSEC standard is to be adhered to.

Processing
Competent and experienced personnel, assess equipment received initially into two categories:
1 Re-use
RecommlIT is an Industry Council for Electronic Equipment Recycling (ICER) accredited IT Refurbisher.
1 Recycling

A report of quantity (by weight) of equipment going for recycling is prepared.

RecommlIT Ltd retains the sole right to decide on the assessment criteria and whether equipment is suitable
for refurbishment or recycling at any stage. RecommIT publish a minimum specification for PC refurbishment,
this is subject to change without notice.

Liabilities.
RecommIT assumes liability for all equipment once it is removed from the customer's premises. In addition

RecommIT assumes product liability for any refurbished products it sells including any damage and injury
caused by faulty electrical goods.

Costs

Depending on the quantities and the variety of system specifications involved the equipment recycling can
either be cost negative or positive. Viglen can pass back rebates received for the sale of old product. However,
the value realised from re-use is drastically reduced for security marked products. Realised value is also likely
to be larger for equipment kept in good condition with it's documentation intact. Viglen will pay back an
estimated 25% of the Net revenues of recycling a Viglen system to the customer. (This is based on the realised
value pre any product improvement i.e. before the fitting of any add-on extras, which may include operating
system, licences, CD-ROM, modems, soundcards etc.) For larger quantities of systems under 4 years old Viglen
will be able to improve this level of return.

The re-use IT market is very competitive and no guarantee of equipment value is possible. Assuming a

minimum spec is achieved (less than 4 years old*) and the equipment is in working condition, Viglen guarantee
that at worst the service will be provided as cost neutral to the customer on those systems.
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Service Process Overview:

Viglen Service
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* An actual minimum specification is published and changes from time to time without notice.
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