California Integrated Waste Management Board

Board Meeting
June 15-16, 2004
AGENDA ITEM 17 (Revised)
ITEM

Consideration Of The Rigid Plastic Packaging Container (RPPC) All-container And Polyethylene Terephthalate (PET) Recycling Rates, To Be Used For Compliance Year 2004

I.
ISSUE/PROBLEM STATEMENT

The California Integrated Waste Management Board (Board) as authorized by Public Resources Code section 42310, annually publishes a recycling rate for all Rigid Plastic Packaging Containers (RPPCs) and for RPPCs made from Polyethylene Terephthalate (PET).  If the All-Container recycling rate is 25 percent or more, all product manufacturers may use the published rate to demonstrate compliance with California’s RPPC law.  If the recycling rate for PET is 55 percent or more, then product manufacturers can use that rate to demonstrate compliance.  If the All-Container rate is less than 25 percent, then the Board may require companies to demonstrate individual compliance through a certification.

This Agenda Item seeks the Board’s consideration for adopting the 2003 “all container” and “PET” recycling rates to be used for compliance year 2004 for the Rigid Plastic Packaging Container Program (RPPC).

II.
ITEM HISTORY

At its January 2002 meeting, the Board adopted regulations requiring the use of the previous calendar year’s RPPC recycling rates for current year compliance. The regulations were approved by the Office of Administrative Law and filed with the Secretary of State on April 10, 2002.   
At its September 17-18, 2002 meeting, the Board adopted 2001 rates of 26.1 percent (all-container) and 31.8 percent (PET) for 2002 compliance year.  As a result of the all-container recycling rate exceeding 25 percent, the Board did not do a certification for the 2002 compliance year.

At its May 13-14, 2003 meeting, the Board determined: 

1. The All-container recycling rate for 2002 was above 25 percent (based on best available information), and as result, further determined that it would not conduct a 2003 certification; and,

2. To calculate the 2002 recycling rates for historical purposes only; if a new methodology is developed; and,

3. That staff would develop options for modifying requirements for calculating future recycling rates, beginning with year 2004, and report back to the Board for further consideration.

At its January 13-14, 2004 meeting, the Board directed staff to conduct a workshop with interested party members to discuss two options for modifying requirements for calculating RPPC recycling rates: 1) Remove from statute the All-container and PET recycling rates as compliance options, and 2) Develop a new methodology for calculating the recycling rates.

At its April 13-14, 2004 meeting, the Board considered stakeholder feedback from the February 5th, 2004, workshop.  Industry representatives supported the adoption of  a methodology based on collection of data through waste characterization and recycling studies.   Environmental representatives supported eliminating the recycling rates as compliance options.  Staff’s recommendation, due to the high cost of adopting the methodology supported by industry, and the fact that rates would continue to be overwhelmingly dependent of the recycling of exempt beverage containers, recommend that the Board adopt a resolution supporting proposed legislation (SB 1729, Chesbro) to repeal the recycling rates as compliance options.  The Board adopted staff’s recommendation and directed staff to initiate statutory changes or support current legislation to remove the All-container and Polyethylene Terephthalate (PET) recycling rates as compliance options under the RPPC law.  Furthermore, the Board also directed staff to prepare an agenda item for publishing 2003 RPPC recycling rates based on best available information.  

III.
OPTIONS FOR THE BOARD

1. Adopt an All-container rate of 23.9 percent, and a PET recycling rate of 29.0  31.0 percent to be used for the 2004 compliance year and direct staff to conduct a certification.

2. Adopt an All-container rate of 23.9 percent, and a PET recycling rate of 29.0  31.0 percent to be used for the 2004 compliance year and direct staff not to conduct a certification.

3. Direct staff to take other action(s) as determined by the Board.

IV.
STAFF RECOMMENDATION

Staff recommends that the Board approve Option 1 and adopt Resolution Number 2004-185.
V.
ANALYSIS

A.
Key Issues and Findings

The Board-adopted methodology for calculating the All-container recycling rate consists of dividing the amount of RPPCs recycled by the total amount of RPPCs generated in California:

RR= [(Recycled RPPCs ) / (Recycled + Disposed RPPCs)] x 100

The data used in the calculation is based on a waste characterization study conducted by the Board; and a processor survey conducted by the Department of Conservation (DOC) to account for the recycling of RPPCs not accounted for in California Redemption Value (CRV) program administered by DOC.  The amount of RPPCs recycled (numerator) is adjusted using a yield loss factor developed by Cascadia Consulting Group Inc.   In addition, since the waste characterization study is only conducted every four years, in intervening years the baseline data is adjusted for changes in population and national resin sales statistics to derive recycling rates that are reflective of fluctuations in RPPC disposal and generation.  These adjustment factors are determined using the following data:

((2003 Ca Pop/2003 U.S. Pop)/(1999 Ca Pop/1999 U.S. Pop)) x (2003 Nat’l Resin Sales/1999 Nat’l Resin Sales)

However, since the necessary national resin sales data are no longer published in a format and timeframe usable by the Board to calculate accurate and timely recycling rates, staff had to develop an alternative approach to estimate the recycling rates for 2003.  Specifically, by doing a qualitative analysis (based on best available information) of how each of the factors in the equation influences the 2003 all-container recycling rates, staff concluded that the 2003 all-container recycling rate for California is likely to be below 25 percent.  

In coming to this conclusion staff considered the following indicators, which support its conclusions:

RPPCs Recycled. Reports from the two most important organizations administrating the recycling of PET (DOC and NAPCOR), indicate a consistent downward trend in the PET bottle recycling rates over the last nine years in California and in the nation. The Department of Conservation (DOC), which administers the CRV program, reported a decrease of approximately 780 million plastic beverage containers recycled in 2003 over 2002.  The National Association for PET Container Resources (NAPCOR), the trade association for the PET plastic industry for the United States and Canada, reported a similar trend over the same period of time. NAPCOR has expressed concern about the poor market conditions of the domestic PET reclamation due to declining bottle collections and increasing levels of exports. According to the Association of Post Consumer Plastic Recyclers (APR), 35 percent of the U.S. PET bottles collected are being exported to China.

Resin Sales.  Usually, this factor makes a strong influence in the recycling rate, however, since the total 2003 resins sales in North America went from flat to slightly below the 2002 amount (according to some reliable sources such as the Plastics Recycling Update newsletter), this factor could be considered constant for 2003.  Contrary to the North American total resin sales, as the Plastics Resin Update reported, there was only an incremental change in the number of HDPE and PVC bottles sold in the U.S. during 2003. 

Population Ratio. Although there was a proportional incremental increase of the 2003 California population to the 2003 U.S. population, the calculated value remained essentially unchanged.  Interim projections consistent with Census 2000 (released March 2004) showed an increment of 7 million people in U.S. from 2002 to 2003.  The incremental change for California was 671,000 people for the same period.  Specifically, the correction factor for California/US population changes only increased by 4.6 percent.  In summary, staff believes that this means that the population ratio would not significantly affect the calculation of the 2003 All-container recycling rate.

RPPCs disposed.  Based on staff’s observations during the field trips organized by the contractor responsible for the waste characterization study currently being conducted, staff believes current RPPC disposal rates in California to be much greater than in 1999.  In addition, based on literature research it appears there is a trend towards replacing PET with polypropopylene, which is not recycled at the rate that PET is, so it wouldn’t be surprising to find an elevated number of disposed polypropylene containers.  Furthermore, this research also reveals a trend toward the increasing use of single serve beverage containers made from plastic.  Based on these factors staff is convinced that the disposal rate for 2003 would be heavily impact the all-container recycling rate in a downward direction.  In summary, the amount of RPPCs disposed will have increased while at the same time the amount of RPPCs recycled will have decreased, therefore the recycling rates will have declined.   

Interim Approach for Estimating RPPC Recycling Rates.

In addition to the above analysis, Board staff derived an approach to estimate the 2003 all-container recycling rate.  This rate was estimated by using the proportional relationship between beverage container recycling rates and the 2001 all-container recycling rate.  This approach (see attachment 2) corroborates the adopted 2002 all-container recycling rate, which was determined to be above 25 percent, and suggests that all container-recycling rate would likely calculate below 25 percent for 2003.  Attachment 1 helps to illustrate how this same approach can be used to estimate the 2003 recycling rate for all PET containers in California. 

Summarizing the situation, due to the fact that the results of the new Waste Characterization Study will not be available for evaluating its impact on the 2003 rates before September 2004; the fact that comprehensive national resin sales data is no longer published in format and timeframe usable by the Board; and consequently, the existing methodology is no longer feasible, Board staff can not at this time calculate accurate and precise 2003 recycling rates.  However, based on the analysis of best available information, staff believes the “all container” recycling rate would calculate below 25 percent for 2003.

Therefore, by adopting staff’s recommendation the Board, may at its discretion, require individual company certification. The Board can also meet its goal of providing industry with at least six months notice that a certification would be required.   This is important because the Board determined that it would use a prospective rate, i.e., use the previous year's calculated rate for the current year's compliance, to give regulated companies a full six months notice within the compliance year to know whether or not the all-container or PET rates could be used to demonstrate compliance. 

B.
Environmental Issues

The more plastic that is recycled and put to a higher purpose other than landfilling saves energy, oil, and reduces potential adverse environmental impacts associated with litter.  In addition, the use of recycled plastic as a manufacturing feedstock supports the significant investment made by California cities and counties, and the waste hauling and recycling industry, to collect and process plastic containers.

C.
Program/Long Term Impacts

If the Board adopts the 2003 rate as below 25 percent, then the Board may require product manufacturers to demonstrate individual compliance with the law for the 2004 compliance year.

D.
Stakeholder Impacts

The approach used by staff to estimate the 2002 and 2003 recycling rates was presented to stakeholders at an Interested Parties meeting held at the CalEPA building on May 20, 2004. At that time none of the stakeholders indicated a concern or opposition to the approach used by staff to estimate the recycling rates.  However, stakeholders did want to confirm that staff were using 2003 DOC data in the analysis.  One stakeholder submitted their own independent analysis using DOC 2003 recycling numbers which they said were more precise than those used by Board staff, and that they are the official numbers that DOC will publish later this June, 2004.  Using these numbers this stakeholder also derived a RPPC All-container recycling rate for 2003 that is under 25 percent.

E.
Fiscal Impacts

No direct fiscal impacts.

F.
Legal Issues

The RPPC statute authorizes the Board to implement the recommended option because the Board has discretion in establishing the rates and in requiring a certification.  

Public Resources Code section 42310 sets forth the methods by which a product manufacturer may come into compliance with the RPPC requirements.  Subsections (b) and (c) allow compliance through the all-container and PET recycling rates.  These rates are to be "based on annual reports published by the [B]oard."  While the statute does intend that containers be in compliance with the requirements at all times, there is no provision in statute or regulation that mandates the Board, for every compliance year, to establish rates, establish rates within a particular time frame, or require a certification.  Nevertheless, the Board needs to publish a rate in order to require a certification for that compliance year.  

Staff has well documented that calculating the 2003 rates using the currently adopted methodology is not feasible.  The recommendation to estimate the rates for 2003 by adjusting the 2001 rates using "best available information" is reasonable under the circumstances.
G.
Environmental Justice

The RPPC statute authorizes the Board to implement the recommended option because the Board has discretion in establishing the rates and in requiring a certification.  

H.
2001 Strategic Plan

This Agenda Item is in line with the Board’s 2002 Strategic Plan Goal 2, Objective 2: Encourage the use of materials diverted from California landfills and the use of environmentally preferable practices, products, and technologies.
VI.
FUNDING INFORMATION

Not applicable.

VII.
ATTACHMENTS

1. Table 1.  Method to Estimate the California PET Recycling Rate 

2. Table 2.  Method to Estimate the California All-container Recycling Rates

3. 
Resolution Number 2004-185

VIII.
STAFF RESPONSIBLE FOR ITEM PREPARATION

A.
Program Staff:  Edgar Rojas
Phone:  (916) 341-6518

B.
Legal Staff:  Deborah Borzelleri
Phone:  (916) 341-6056 

C.
Administration Staff:  N/A
Phone:  

IX.
WRITTEN SUPPORT AND/OR OPPOSITION 

A.
Support

None

B.
Opposition

None
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