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Executive Summary

The revised CARE California Carpet Stewardship Plan is submitted to fulfill part of the
requirements of the California Carpet Stewardship Program (the ‘Program’). AB 2398 is
groundbreaking legislation that was signed into law on September 30, 2010. It is unique
legislation, and the first of its kind nationwide for carpet stewardship. The legislation was
negotiated and ultimately supported by legislators, California entrepreneurs, local governments,
non-governmental organizations and the carpet industry.

AB 2398 designated the Carpet America Recovery Effort (CARE) as the Carpet Stewardship
Organization for the carpet industry. The CARE California Carpet Stewardship Plan (Plan) is
submitted, on behalf of the carpet manufacturers who are participating in the Plan, in compliance
with AB 2398:

42972. (a) On or before September 30, 2011, a manufacturer of carpets sold in
this state shall, individually or through a carpet stewardship organization, submit a
carpet stewardship plan to the department

As of December 1, 2013 there are seventy seven (77) mill participants in the Plan. Names of the
participants can be found in Attachment Il. CARE will provide any changes to the list to
CalRecycle at least quarterly or as needed. A list of all manufacturers in compliance with AB 2398
is listed on the CalRecycle website, http://www.calrecycle.ca.gov/Carpet/ManufactList.pdf per
statute.

Note that all numbers presented in this Plan are specific to carpet sales in California or post-
consumer carpet diverted and recycled from California landfills, unless specified otherwise.

The time frame of the Plan is for the years 2011-2016. This time frame is appropriate because AB
2398 designates CARE as the Carpet Stewardship Organization for the industry until April 2015.
AB 2398 stipulates that the carpet stewardship assessment will be $0.05/square yard until
January 1, 2013. For purposes of this, the budget assumed the carpet stewardship assessment
will remain at $0.05/square yard through 2016. Per statute, CARE has the ability to adjust the fee
to adequately fund the Plan.

CARE will revise its stewardship Plan as needed to meet the goals of AB 2398. Results and
progress will be reviewed quarterly. If the Plan is not progressing as expected, and not achieving
the goals as identified in AB 2398, the Plan will be reviewed to determine if and how changes to
the Plan should be made. This is an important element in any dynamic Plan. There has been
considerable learning over the last nine quarters and these lessons learned are incorporated in
this revised Plan.

While the Plan details fiduciary, financial, educational, and marketing strategies to accomplish the
goals of AB 2398, it reflects decisions and choices among many potential strategies. It must be
recognized that like any plan seeking to achieve ambitious stewardship targets, there are risks inherent
in this Plan which must be balanced, such as whether it will be equally successful in achieving all
goals within AB 2398 (e.g., increasing recyclability, incentivizing market growth of secondary
products, increasing recycling output and recovery) simultaneously. Consistent with the statute,
however, elements of this Plan are designed to further each of these principle objectives. Those
responsible for the Plan intend to closely and diligently monitor the results and progress achieved
in the market, and make changes needed to ensure that the Plan is meeting the needs, intent and
expectations of AB 2398.

© Carpet America Recovery Effort (CARE)
March 10, 2014
Version 3.2 Page 3


http://www.calrecycle.ca.gov/Carpet/ManufactList.pdf

The Plan is designed to accept and manage all applicable post-consumer carpet (broadloom or
tile, synthetic or wool) sold or shipped into the state of California as of July 1, 2011, regardless of
polymer type or primary materials of construction.

The Plan specifies how the participants will meet the goals of AB 2398, including: to increase the
recyclability of carpets, incentivize the market growth of secondary products made from post-
consumer carpet, increase the recycling of post-consumer carpet, and increase the diversion of
postconsumer carpets from landfills.

In just 5 short years, the Plan is expected to achieve a recycling rate (output) of 16% by 2016,
which is 33% higher than the national goal of 12% agreed upon by the MOU Joint Committee in
2011. Given the status of current technology and the complexity of processing collected carpet
materials to successfully yield reliable recycled output, only about half of all carpet initially
diverted from landfills towards recycling efforts presently contributes to this final recycling rate
output. Primarily, recycled output is limited to face fiber which can be readily sheered for high-
value recycling, or full carpet shredding/grinding processes designed to capture higher volumes
of lower-value fiber, which contain higher levels of contamination from non-fiber carpet
components including latex glues and calcium carbonate filler. Non-nylon fiber types also
present various levels of recyclability in the current marketplace. Thus, a 16% recycling rate
output goal, currently represents a front-end gross recovery (collection) rate of roughly 32% of
all carpet discarded annually in California. At this time CARE is diligently working to identify
new technologies for the use of non-nylon materials and product outlets. Due to development,
procurement, installation and start-up timing, a goal of 16% by 2016 is both ambitious, but also
realistic. Once new technology and markets are in place, continued recycled output growth is
expected. In anticipation of growth catalyzed by the new incentives and innovation, CARE has
set an aspirational target of 24% recycled output by 2020. With current technologies and
processes, this 24% aspirational goal would require an impressive level of participation by
consumers over a relatively short timescale; diverting nearly % of all California discarded carpet
to recycling collection programs in order to meet this goal. Potential recovery and recycling
percentages attributable to various proposed activities described under this Plan are
summarized in the detailed section containing summary Table V. Collectively, these activities
each aim to contribute to achieving the goals set forth by this plan.

The proposed measures in this Plan will enable the management of post-consumer carpet in a
manner consistent with the State’s solid waste hierarchy and with AB 2398 requirements. With
regards to solid waste management hierarchy, the Plan sets a priority on carpet recycling. Carpet
recycling is emphasized in the Plan over source reduction with recognition that carpet manufacturers
have the responsibility for the manufacturing of the products and have established their strategic
objectives and programs to reduce the use of natural resources through a concurrent effort.
Mills have made dramatic strides in reducing their environmental footprint over the last decade,
with the average weight of carpet dropping 7% in 2012 to 4.2 pounds per square yard. Additional
efforts are being taken by several manufacturers to increase pre-consumer fiber/yarn reuse, wastewater
recycling, reduced use of adhesives and VOC glues, and other source reduction actions. The individual
manufacturers report annually on progress on source reduction in their Annual Sustainability
Reports. See the section on Source Reduction (page 22), for more information.

The opportunities for reuse exist primarily in carpet tile, and this is where we will focus our reuse
efforts. Reusing carpet tiles can be very effective, especially carpet tiles that have not been used
in high-traffic areas. See Reuse section (page 13), for more information.

For wastes that cannot feasibly be recycled (i.e., no outlets, negative economics, pieces too small
to ID or process, contamination, etc.), the Plan includes the use of environmentally safe
management (Carpet As Alternative Fuel (CAAF) or Cement kiln fuel/feedstock) of materials.
Although included, presently little to no material is being sent to CAAF or Cement Kiln.
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For purposes of this Plan, the emphasis is on carpet recycling into Type 1 materials (i.e., carpet
fiber and backing to be recycled back into carpet, engineered resins, material for carpet cushion,
and other consumer products) and Type 2 materials (i.e. carpet filler, primarily calcium
carbonate, used as an ingredient in carpet and as a non-functional filler). After 9 quarters of
operations under the Plan, Type 1 materials now account for >98% of recycled output from post-
consumer carpet diversion in the State of California.

The Plan is focused on finding new technologies and market outlets for all recycled materials in
order to increase the percentage of recycled output and close the gap between initial gross
collection and recycled output. For example in 2012, the gross collection of discarded carpet
totaled 112M pounds, which represents approximately 31% of all discarded carpet. This is an
outstanding result at this early stage of program implementation. Additionally, about 32% of the
112M of gross collected carpet were converted into recycled output. Therefore, not only do we
want to grow diversion, but the bigger opportunity is to increase the percentage of diverted
material that is transformed into recycled output (yield) through new technologies and market
outlets for ALL carpet fibers/materials. CARE believes a major opportunity for the carpet recycling
industry is to increase the utilization of post-consumer polyester (PET) carpet fiber, an ever-
increasing fiber source in carpet. See Growth and Development Incentives for more information.

The Plan seeks a balance between incentives to processors, which “push” product into the
market, and via market development and growth, which “pulls” product through increasing
production and usage of secondary products.

The Plan is designed to grow the market-based solutions for carpet recycling in California in two
ways:

1. By incentivizing the processors who separate post-consumer carpet into materials that
can be manufactured back into consumer products such as carpet, carpet cushion and
engineered resins used in making plastic parts and other consumer products. The Plan
relies on carpet recycling businesses and other entrepreneurs to collect, sort and process
the post-consumer carpet. As of September 2013, there are approximately 20 California
businesses, which employ approximately 182 Californians to perform these functions.
There are also processors in other states who currently take and process post-consumer
carpet diverted from California landfills.

2. Support technology and product market development that utilizes post-consumer carpet
recycled output in new products by:

a) Identifying existing recycled carpet products, determining available markets for
those products, providing the producing companies general assistance as
needed to develop and use sales and marketing tools, i.e., collateral material,
testing for code compliance, and web site assistance.

b) Assisting companies in identifying alternative uses for existing products, i.e.,
feedstock conversion.

c) Seeking market opportunities for new product development and provide general
technical and marketing assistance to companies as needed.

d) Developing an outreach and education presentation to be made to target buying
audiences on behalf of the recycled carpet industry, the State being a prime
target.

Based on 9 quarters of data and considerable experience gained in administration of the Plan,
CARE has outlined a number of new program initiatives to increase both landfill diversion and
recycled output which may be summarized as follows (see Details section starting on page 31 for
a full description of these initiatives):
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The initial Type 1 and Type 2 subsidy payout program remains unchanged

A new 10 cent/Ib. growth incentive for pounds above a target volume for Type 1 materials
A new 12 cent/lb. incentive paid to Tier 2 manufacturers (next step in supply chain) for
non-nylon Type 1 materials used in products

Hiring a California based CARE resource to work on the Plan

Offer a major grant to a CA based University to study non-nylon outlets

Support market development, sales, marketing, and promotion

Increase program participation through outreach and educational materials, promotions
and activities

Work with CalRecycle to develop similar grant programs to encourage recycled product
use in public entities, i.e., modeled after such concurrent programs as Rubberized Asphalt
Concrete (RAC), Tire-Derived Aggregate (TDA), and Tire-Derived Product (TDP) grants.

Nouk wbhpRE

®

Based upon counties served and county populations, it is estimated by the carpet recycling
companies currently operating in California that carpet recycling is accessible up to 98% of the
California population in 2012. Based on the analysis of the Rural Counties Pilot program, there is no
reason why this percentage will not be maintained or increased through the incentive program.
Expansion of rural county coverage is set through 2015.

The Plan is not designed to cover 100% of the cost of carpet recycling; the Plan is an incentive-
based program to grow the amount of recycling of carpet diverted from California landfills, per the
requirements of AB 2398.

The Financing Mechanism within the Plan pays for output. The Plan pays a premium for Type 1
(higher value) recycling materials versus Type 2 recycling materials. Some of the funds are used
for wastes that cannot be feasibly recycled (i.e., CAAF and Cement kiln fuel/feedstock) and there
is a 15% cap on the funds for this application. These applications are described in more detail in
the Plan. The Plan allows additional options for payout based on market dynamics and to
incentivize market, product and process development.

Note that CAAF is not a type of recycling but it is a type of diversion that enables higher levels of
carpet recycling. See Environmental Impact section for more information on CAAF.

It is estimated that about $20 Million will be collected from 2013 - 2016 through assessments under
the current fee structure. By 2016, it is expected that >$21 Million or nominally 85% of all the
collected Stewardship Assessments will be distributed to qualified recipients; ~15% will be used for
Administrative fees and any remainder will be in Unused Funds to ensure fund viability quarter to
quarter.

Unused funds are what remain after all funds are distributed to qualified recipients, and
administrative fees are paid out, serving as a small fund reserve as participation in incentives
varies over time. As the amount of output increases over time, the amount of unused funds will
reduce. It is expected that unused funds may continue to build until the new incentive payout
options are fully implemented.

By 2016, it is estimated that Type 1 and Type 2 recycled materials will receive 98% of the funds
distributed to qualified recyclers (this does not include Tier 2 manufacturers). The Plan does not
forecast any significant use of CAAF through 2016, due to current market demand for other fuels
such as natural gas. It is estimated that cement kiln fuel feedstock will receive less than 3% of the
funds distributed to qualified recipients, which is well below the 15% cap or limit on the
CAAF/Cement Kiln category.
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The Plan utilizes a multifaceted approach to take advantage of opportunities to educate via
outreach to engage consumers, commercial building owners, carpet installation contractors and
retailers, per AB 2398, to increase participation, collection, diversion and recycling of post-
consumer carpet. Education and outreach efforts are detailed further in the Plan and include
updating of CARE web site, www.carpetrecovery.org, which currently has sections devoted to
each of the major stakeholder groups; ongoing campaigns with the trade press that reaches
building owners, carpet installation contractors and retailers; ongoing presentations and updates
face to face and via webinars, emails and letters to stakeholder groups, engagement of state,
regional and local governments, planning/building departments, solid waste management agencies and
haulers, rural counties, and non-governmental organizations; continuously supplying materials such
as signage, brochures and window clings to retailers; and seeking out opportunities to secure
earned media through interviews with consumer and news media including web, radio, and press. A
special emphasis will be placed on reaching State Agencies and other public entities with
recycled product purchasing preferences. This plan strikes a balance between push—through
process incentives, and pull—through market development. It trends toward more product
specific market development as new products and applications are brought on line. Collaborative
efforts with CalRecycle, the DGS and other state agencies are one important key to sustainable
recycling product growth.

For purposes of the Stewardship Plan, CARE employs the services of an independent certified
public accounting firm. The roles and responsibilities of the independent accounting firm are
stipulated in Section 13 of the Plan, Audits.
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Details

1. CARE California Carpet Stewardship Plan
California Carpet Stewardship Legislation:

California Assembly Bill No. 2398 Chapter 681 2010 (the ‘Legislation) was signed into
law on September 30, 2010. Section 42972, in part states:

(&) On or before September 30, 2011, a manufacturer of carpets sold in this state shall,
individually or through a carpet stewardship organization, submit a carpet stewardship plan to
the department that will do all of the following:

(1) Achieve the purposes of this chapter, as described in Section 42970, and meet the
requirements of Section 42975.

(2) Include goals that, to the extent feasible based on available technology and
information, increase the recycling of postconsumer carpet, increase the diversion of
postconsumer carpets from landfills, increase the recyclability of carpets, and
incentivize the market growth of secondary products made from postconsumer carpet.
The goals established in the plan shall, at a minimum, be equal to the goals
established in the 2012 CARE MOU, if it has been adopted at the time the plan is
submitted to the department.

(3) Describe proposed measures that will enable the management of postconsumer
carpet in a manner consistent with the state’s solid waste management hierarchy,
including, but not limited to, source reduction, source separation and processing to
segregate and recover recyclable materials, and environmentally safe management of
materials that cannot feasibly be recycled.

(4) Include a funding mechanism, consistent with subdivision (c), that provides
sufficient funding to carry out the plan, including the administrative, operational, and
capital costs of the plan, payment of fees pursuant to Section 42977, and incentive
payments that will advance the purposes of this chapter.

(5) Include education and outreach efforts to consumers, commercial building owners,
carpet installation contractors, and retailers to promote their participation in achieving
the purposes of the carpet stewardship plan as described in paragraph (1). These
education and outreach materials may include, but are not limited to, any of the
following:

(A) Signage that is prominently displayed and easily visible to the consumer.
(B) Written materials and templates of materials for reproduction by retailers
to be provided to carpet installation contractors and consumers at the time of
purchase or delivery or both.

(C) Promotional materials or activities, or both, that explains the purpose of
carpet stewardship and the means by which it is being carried out.

(6) Include a process by which the financial activities of the organization or individual
manufacturer that are related to implementation of the plan will be subject to an
independent audit, which may be reviewed by the department.

(b) The plan prepared pursuant to this section shall be designed to accept and manage all
suitable postconsumer carpet, regardless of polymer type or primary materials of construction.
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5 . . . bl o
Carpet Stewardship Plan

(A) Contact Name: Raobert Peoples, Ph.D.

(B) Title: Executive Director, Carpet America Recovery Effort

(C) Name of Company or Stewardship Organization: Carpet America Recovery Effort (CARE)
(D) Malling address and physical address: 100 South Hamilton Street, Dalton, GA 30720

(E) Phone number: 706-428-2127

(F) E-mail address: bpeoples@carpetrecovery.org

(G) Web address: www.carpetrecovery.org

(H) Location and custodian of records: See (C) and (D) above

AB 2398 stipulates:
The bill would require, until April 1, 2015, the Carpet America Recovery Effort
(CARE), a 3rd-party nonprofit carpet stewardship organization, to serve as the
carpet stewardship organization and would allow, on and after April 1, 2015, a carpet
stewardship organization appointed by one or more manufacturers, to submit a plan.

CARE is a 501(c)3 organization, which began in 2002 as a result of a Memorandum of
Understanding (MOU) for Carpet Stewardship signed by stakeholders including members of the
carpet industry, government representatives, NGOs, and entrepreneurs. For more information on
CARE, please go to www.carpetrecovery.org.

CARE is the facilitator and networker for the market-based post-consumer carpet recycling
system in place across the United States. CARE actively supports its members (entrepreneurs,
carpet industry, government entities and non-governmental organizations) to achieve its mission.
The mission of CARE is to facilitate the carpet industry-led initiative to find market-driven
solutions to the diversion of post-consumer carpet from landfills to meet time sensitive goals.

The CARE Board of Directors (BOD) includes 19 members. CARE BOD members are unpaid and
are a multi-stakeholder group consisting of members of the carpet industry, entrepreneurs,
government representative, members of the plastics industry, and suppliers to the carpet industry.
See Attachment | for a list of the CARE Board of Directors.

CARE California Carpet Stewardship Plan Participants: As of December, 2013, 77 carpet
manufacturers are participating in the CARE Stewardship Plan. See Attachment Il for participants
in the CARE Stewardship Plan. The official list of registered Plan participants is posted on the
CalRecycle web site, http://www.calrecycle.ca.gov/carpet/ per statute. The location and
custodian of records for the manufacturers can be found using the company address. CARE
submits updated and detailed contact information to CalRecycle for all registered mills on a regular
basis (typically quarterly).
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4. Scopeofthe CARE California Carpet Stewardship Plan
The program described in the CARE California Carpet Stewardship Plan is:

(A) Designed to accept and manage all applicable post-consumer carpet, regardless of
polymer type or primary materials of construction.

(B) The stewardship plan submitted follows the standard outline (see §18942 Stewardship
Submittal Instructions).

For purposes of the CARE Stewardship Plan, definitions are included in AB 2398, and in the
Product Stewardship for Carpet Regulations (November, 2011), with some revisions. See
Attachment Ill for definitions.

Background on Carpet Recycling

In order to put the Plan in perspective for the reader who may not be familiar with carpet
recycling, here are some important points about carpet recycling and the challenges and
opportunities it presents to those in the business of carpet recycling:

e Carpet is made up of several components: face fiber, primary and secondary backing,
adhesive system, and filler.

e The highest value component of carpet is the carpet face fiber. Carpet face fiber is
made from several different synthetic polymers (e.g., Nylon 6, Nylon 66, Polypropylene,
and Polyester (PET), Wool (a natural fiber) and combinations of polymers.

e Carpet recycling businesses separate the fiber from the carpet backing, process the
fiber, and sell the processed fiber to a manufacturer who incorporates the processed
material into consumer products.

e There are differences in the value of the polymers used to make the carpet fiber, i.e.
Nylon 6 and Nylon 66 have higher value today, compared to other polymer types. The
demand and supply dynamics can and have changed over time and are closely
monitored by carpet recycling businesses.

e Carpet fiber is ranges from 25-40% of the total composition of the carpet.

¢ Residential carpets tend to have higher face weights (35-40%) of fiber than commercial
carpets (25-30%). Thus, carpet recyclers prefer residential carpet, because they can
harvest more fiber by weight from residential carpet than from commercial carpet.

e The remaining 65-70% of the carpet has very low or no value in the marketplace. Note
that carpet filler (primarily calcium carbonate) can be separated and sold in the market;
however its value in the market is severely limited by the cost/price of virgin filler
material (typically 1-1.5 cents/Ib. delivered).

e Carpet backing, primarily from commercial carpet tiles, is also recycled.

Thus, the total opportunity for carpet recycling is a function of the components of the
carpet, their ability to be processed and their value in the market.

e Today, it is estimated that up to 30-40% of a post-consumer carpet, by weight, can be
cost-effectively recycled. The remaining materials currently have little or no value in the
market.

5. Performance Goals and Actjvities
AB 2398 provides:

Include goals that, to the extent feasible based on available technology and
information, increase the recycling of postconsumer carpet, increase the
diversion of postconsumer carpets from landfills, increase the recyclability of

carpets, and incentivize the market growth of secondary products made from
postconsumer carpet. The goals established in the plan shall, at a minimum, be
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equal to the goals established in the 2012 CARE MOU, if it has been adopted at
the time the plan is submitted to the department.

1. Increase the recyclability of carpets

Performance Goals: Improving recyclability of carpets includes the ease by which
carpets can be recycled (accessibility to recycling and processing facilities), and the
ease by which carpets can be separated into component parts to be recycled
(processing technology). Rather than setting a quantitative goal, the CARE goal will
be to identify, qualify and report on all technologies that significantly improve the
ability for carpet to be recycled.

1. CARE will aid in development of technology to recycle more of the
carpet components, such as the work that was previously
accomplished with fiber identification technology.

2. CARE will work to identify new technologies, equipment for
processing and product outlets for the recycle of post-consumer
carpet.

3. CARE will continue to work with the carpet recycling industry to
identify ways to increase the amount of PET carpet that can be
recycled. CARE will further expand our efforts to utilize this polymer
with manufacturers, entrepreneurs, universities and other research
institutions to develop new technologies, new product developments
and market outlets.

4. CARE will provide general assistance to help grow market awareness
and develop new secondary products. This will be accomplished
through the annual CARE Conference, Entrepreneur meetings,
speaking opportunities, publications, blogging and attendance at
industry and government conferences.

CARE has previous experience in working with industry and suppliers to improve the
recyclability of carpet. For example, CARE worked extensively with the carpet
recycling industry suppliers to develop fiber identification technology, using infrared
(IR) technology. This new technology allows for carpet to be rapidly and efficiently
separated by polymer type, thus significantly reducing the time needed for
identification. Further, the IR-based fiber identification technology greatly improved
the reliability of fiber identification. The technology is more rugged and portable (user
friendly) than previous alternatives. CARE is continuing to explore lower cost ID
technology.

CARE will also update its estimate on the percent of carpet that is recyclable. For
example, as technologies develop to capture and purify the fiber that remains in the
carpet carcass, CARE will track and report this improvement. CARE has also begun
to track the amount of recovered carpet that is ultimately sent to the landfill (either
PCC or as process waste).

Description of how these goals will be achieved:

CARE will manage a market driven set of efforts designed to pull product through
demand achieved by targeted outreach and education to potential buyers via the
following approaches:

e CARE has implemented new incentive programs to drive an increase in carpet
landfill recovery, output of Type 1 pounds and use of Type 1 pounds in final
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products. Details may be found in the Growth and Development section of
this Plan (page 31). CARE will review program progress quarterly and will
make modifications as necessary.

CARE will continue to publish quarterly results in an easy to understand
graphical format which also highlights trends.

CARE will publish best practices for the recycling of carpet in the CARE Annual
Report. Each year, carpet manufacturers report their progress and results for
increasing sustainable practices to CARE. CARE publishes these results in the
Carpet Industry Initiatives section of the CARE Annual Report. The CARE
Annual Report will include a separate section for California results, as required
by AB 2398. As such, it is expected that the integrated document will inform and
enhance each other.

CARE will continue researching recycling innovations from other industries and
how to apply to carpet recycling. CARE offers speaking opportunities for
academia to present their research results on carpet recycling at the CARE
Annual Conference.

CARE will monitor and search on publicly available carpet recycling research
studies over the previous year, and track the trend lines.

CARE will report annually on the number of collection, sorting and processing
facilities available for post-consumer carpet discarded in the state of California
and track and report on the trends and changes in this data.

CARE will monitor and report on how the AB 2398 subsidy funds are spent and
invested by member companies. Reporting will be on an aggregate basis and
not discuss individual company business information.

CARE will provide education and materials to DGS in support of statute
mandated revisions to relevant procurement rules to ensure post-consumer
carpet is removed from state buildings for recycling and/or management in a
manner consistent with this bill.

CARE will provide outreach and education to retailers, installers and local
agencies to raise awareness and increase participation consistent with and
supporting the 75% goal of AB 349.

2. Incentivize the market growth of secondary products made from post-consumer

carpets.

Performance Goals: Increase the volume of secondary products made from post-
consumer carpet by at least a percentage equal to or greater than the growth in
carpet recycling.

Description of how these goals will be achieved:

CARE will annually survey all manufacturers of secondary products to quantify
volumes of new products.

CARE will promote secondary products made with post-consumer carpet on
its web site and its outreach efforts.
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e CARE will publish a list of secondary products on its web site. This list is
updated periodically and includes contact information for the purposes of
marketing these innovations.

e CARE will continue to feature secondary products at tradeshows and
meetings such as the CARE Annual Conference, Entrepreneur Conferences,
and plastic industry events.

¢ CARE will work with State agencies such as CalRecycle and DGS to include
recycled carpet content products as a SABRC category leveraging the
findings and recommendations of the statute specified DGS study regarding
State carpet purchase specifications. CARE will work with Caltrans to find
needs that existing carpet recycled products can fill and thus to enhance
procurement of products containing post-consumer carpet. This is seen as a
critical element to successful growth of the program and meeting Plan goals.

e CARE will prepare an outreach and education presentation and/or other
materials that include visuals of recycled products in use. Materials will be
made available on behalf of the industry to targeted buying audiences,
beginning with State agencies and public entities.

e CARE will work with CalRecycle to explore development of incentive grants to
purchasing entities for including recycled carpet products in their projects,
modeled off other similar efforts such as the tire program.

e Note that CARE has included in its sustainability funding guidelines that a
portion of the Fund available for payment may be allocated specifically as a
“Discretionary Incentive Fund” to be paid to incentivize those activities
deemed to be innovative and breakthrough technologies or product
development, and/or have demonstrated exceptional performance toward
achieving the goals of AB2398. The portion or percentage of the Fund for this
purpose will be re-evaluated over time.

3. Increase the reuse of post-consumer carpet.

Performance Goals: In 2013, respondents to the 2012 CARE Annual Survey
reported that approximately 351 million pounds of post-consumer carpet had been
diverted from the nation’s landfills and 294 million pounds was reused and recycled.
The goals for 2011-2016 will be to increase the reuse of post-consumer carpet
equal to or greater than the percentage increase in recycling post-consumer carpet
if proven feasible.

The opportunities for reuse exist, primarily in carpet tile, and this is where CARE
will focus our efforts. Reusing carpet tiles can be very effective, especially carpet
tiles that have not been used in high-traffic areas.

The reuse of broadloom carpet is challenging, because it is customized (cut to size)
and when ripped out, this carpet is often very dirty. Refurbishing and cleaning dirty
broadloom carpet presents significant health and safety issues. For these reasons,
cleaning and refurbishing broadloom carpet can be challenging, and the opportunity
to reuse post-consumer broadloom carpet is limited and will have no material
impact on landfill diversion. Note that when consumers reuse carpet, CARE will not
be able to track that activity.
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Description of how these goals will be achieved:

e CARE will annually survey all collectors and recyclers of California post-
consumer carpet and quantify the amount of carpet that is recycled and reused.

o CARE will work with recyclers to reach out to charitable organizations, such as
Resource Centers, Habitat for Humanity, and others to increase reuse of carpet
in these outlets, as an important element of promoting reuse as part of the
waste hierarchy.

e California also has information on where to take carpet for reuse:
http://www.calrecycle.ca.gov/FaclT/Facility/Search.aspx
http://www.calrecycle.ca.gov/ConDemo/Recyclers/RecyclerSearch.aspx

o CARE will promote the value of reusing carpet on its web site and its outreach
efforts, such as in the Carpet and Rug Institute (CRI) online blog, articles and
within presentations. CARE tracks all articles and reports on the coverage
quarterly. For those who are interested in signing up for the CRI blog, please
click on this link: http://www.carpet-and-rug-institute-blog.com

e CARE with work with DGS to promote appropriate reuse strategies among
state agencies in a manner consistent with the Plan.

4. Increase the diversion and recycling (output) of post-consumer carpet.

AB 2398 and the regulations provide that:

The goals established in the plan are at a minimum equal to the goals established in
the CARE MOU, while recognizing the current recycling infrastructure and capacity
in California is higher than the nation, and estimating changes in market conditions,
and anticipating recycling infrastructure and capacity in California.

Performance Goals: See Table V for a forecast of gross recovery and recycling output
goals. Note a recycle output rate of 16% by 2016 assumes an estimated required gross
recovery (collection) rate of 2x or more, or approximately 32+% front-end collection.

Note: In August 2011, the MOU Joint Committee 2012 agreed to suspend negotiations for a new
MOU and issued a report (see footnote 1, page 16). In the report issued by the MOU Joint
Committee, the Committee established a goal of 12% post-consumer carpet recycling (output) by
2016. The goals for California are higher than the US goals. See bullet point 4 below.

e The timeframe of the California Carpet Stewardship Plan is 2011-2016. This updated Plan
now includes actual results from Q3 2011 through Q3 2013 since the law was put into
effect July 1, 2011. Further:

e AB 2398 stipulates that CARE will be the Carpet Stewardship Organization (CSO) for the
carpet industry until April 1, 2015. Since CARE began as CSO in 2011, the Plan extends
from 2011- 2016, which gives a full 5 year perspective.

e AB 2398 stipulates that the Carpet assessment will be $0.05/square yard until January 1,
2013. For purposes of this Plan, we assumed that the assessment would remain at
$0.05/square yard through 2016.

e The goals of the Plan exceed the national goals outlined in the MOU 2012 Joint
Committee Report, which was 12% recycling (output). It is expected that this Plan will
achieve a 16% carpet recycling (output) by 2016 for California. This level of recycling will
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represent a 33% increase over the proposed recycling rate in the 2012 MOU Joint
Committee Report. Given the status of current technology and the complexity of
processing collected carpet materials to successfully yield reliable recycled output, only
about half of all carpet initially diverted from landfills towards recycling efforts, presently
contributes to this final recycling rate output. Primarily, recycled output is limited to face
fiber which can readily sheered for high-value recycling, or full carpet
shredding/grinding processes designed to capture higher volumes of lower-value fiber,
which contain higher levels of contamination from non-fiber carpet components
including latex glues and calcium carbonate filler. Non-nylon fiber types also present
various levels of recyclability in the current marketplace. Thus, a 16% recycling rate
output goal, currently represents a front-end gross recovery (collection) rate of roughly
1/3 (32%) of all carpet discarded annually in California. At this time CARE is diligently
working to identify new technologies for the use of non-nylon materials and product
outlets. Due to development, procurement, installation and start-up timing, a goal of
16% by 2016 is both ambitious and realistic. Once new technology and markets are in
place, continued output growth is expected. However, in anticipation of growth catalyzed
by the new incentives and innovation, and new recycler entries in the State, CARE has
set an aspirational target of 24% by 2020 (see next bullet). With current technologies
and processes, this 24% aspirational goal would require an impressive level of
participation by consumers over a relatively short timescale; diverting nearly %
(approximately 48%) of all California discarded carpet to recycling collection programs
in order to meet this goal.

« CARE can envision a path to a higher goal level if certain conditions are met. A recycled
output goal of 24% by 2020 is realistic if the following criteria follow:

1. The macro U.S. economy growth accelerates with no setback between now and
2016.

2. Non-nylon focused efforts result in new outlets coming on line by mid-2015 at the
latest that can recycle a minimum of 5M pounds per quarter. (This represents a
50% increase vs. what is being done mid-2013.)

3. Three (3) new PCC processors with total 24M PPY annual output come on line by
mid-2015.

4. Collector's data becomes included in quarterly reporting and equating to minimum
25% jump in collected pounds as reported by processors and using Q2 2013 as
base*. (This represents an additional collection of about 5M pounds per quarter.)

5. CA State government agencies procurement enables 20M pounds annual
consumption of PCC content products by year-end 2015 (e.g., carpet, pad,
decking, GeoHay, signage, or other products).

6. CalRecycle will provide verification data on CA State government procurement
showing meaningful and continuous progress in purchases of PCC content
products.

7. CalRecycle works with CARE to assist the accelerated approval for permits for
kilns and CAAF outlets and non-mixed PCC waste.

* The base of 2Q 2013 was chosen since we have some verbal indication of non-reporting in
this timeframe. SPC discussions are underway for how to enable participation by collectors
to add to the database.

After nine quarters of operation good progress has been made in recycle output despite the loss of
two significant California based recycle operators in 2013. These data are summarized below in
Figure 1. Trends for both metrics show an increasing slope and this is more important than quarterly
fluctuations, which tend to be tied to seasonal selling of carpet and hence associated rip out. It
should be noted that replacement represents the vast bulk for carpet flow to landfill. Also worthy of
note is that there are collectors who do not participate in the subsidy program and thus do not report
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their collection numbers to CARE. Preliminary estimates indicate that such non-reported collections
could equate to a significant additional portion (estimated ca. 20% or more) of carpet collected each
quarter. The opportunity remains to increase the recycled output (yield) from all diverted material.

Figure 1
Actual Recovered and Recycle Output Trend Chart*
July 2011 - September 2013
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* Note: The significant drop from Q2-Q4 2012 was associated with a
Type 2 outlet that was not proven viable in this time period.

Comparison of Forecasts to Proposed MOU 2012 Goals1

AB 2398 Section 42972 provides:
The goals established in the plan shall, at a minimum, be equal to the goals
established in the CARE MOU, if it has been adopted at the time the plan is
submitted to the department.*

Please note that there is no MOU 2012. However, there is a MOU 2012 Joint Committee
Report. The goals of the Plan exceed the national goals outlined in the MOU 2012 Joint
Committee Report, which is 12% recycling (output). It is expected that this Plan will

achieve a 16% carpet recycling (output) by 2016 for California. This level of recycling will
represent a 33% increase over the proposed recycling rate in the 2012 MOU Joint Committee
Report. In anticipation of growth catalyzed by the new incentives and innovation, CARE has
set an aspirational target of 24% by 2020.

Description of how these goals will be achieved:

e As the resource for the carpet recycling industry, CARE educates its members
and interested parties on carpet recycling (see Education section for more
information on communication and education outreach), as well as provides

! The MOU 2012 Joint Committee suspended negotiations in August, 2011. A written report was

unanimously agreed to by the MOU Joint Committee, and was issued in September 2011. Copies of the
report may be obtained from CARE. Elements of the written report such as definitions and goals for 2012-
2016 informed the CARE California Carpet Stewardship Plan.
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resources to those entrepreneurs who are actively involved in or who are
considering carpet recycling in the state of California.

Incentives from the Stewardship Plan will be used to support the market-based
solutions for growing and expanding carpet recycling in California. See funding
mechanism for more information on incentive paymentand financial management.

CARE will track both diversion and recycling (output) from recycling facilities and
will report on changes annually in the CARE Annual Report to CalRecycle.

The industry will report on diversion and recycling activities.

The industry will work in collaboration with carpet recyclers to expand opportunities
to collect and process post-consumer carpet that is diverted from California
landfills, including expanding outlets for consuming output, as a result of AB 2398.

Increases in diversion will likely arise from:

o Expanded opportunities for discarded carpet to be diverted, specifically for
recycling, through access to convenient diversion and education.

o0 The Plan includes environmentally safe management of materials, such as
CAAF, kilns or WTE that cannot feasibly be recycled. (See Waste
Management Hierarchy and Financing Sections). A higher portion of
post-consumer carpet diverted will be recycled instead of used for CAAF or
WTE as other end uses increase and driven by sound economics.

o Post-consumer carpet materials, such as separated fiber, are more valuable
if there are increases in oil prices. Thus, diversion and recycling activities
are expected to increase if oil prices increase significantly over $100/barrel.
Conversely, low oil prices and/or a weak economy place downward pricing
pressures on recycled post-consumer carpet materials and can adversely
impact both recovery and recycle output. To state the obvious, CARE has no
control over such macroeconomic factors.

o0 Higher solid waste disposal tipping fees will drive new recycling activity.

0 Increases in new program activities, (e.g., increases in demand for products
with recycled content, increases in demand for lower cost raw materials
such as nylon, other plastics, etc.), development of new recycling facilities,
entrepreneurial activities and improvement in technology efficiencies will
help drive more input at recycling facilities.

Today, it is estimated that up to 30-40% of residential nylon carpet, by weight, can be cost-
effectively recycled. The remaining materials have little or no value in the market.

Increases in recycling output will likely arise from:

0 Market and demand growth fueled by CARE assistance to companies and
industry wide outreach and education.

o0 CARE focused initiatives on non-nylon materials.

o0 Cleaner carpet feedstock to recycling facilities and better technology for
utilizing the carpet going into recycling facilities will evolve over time, in other
words the current 30-40% efficiency should increase over time for the oil-
based components.

o Improved recycling equipment technologies

New recycling technologies and products

o AB 2398 will drive increases in recycling output

o
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Methodology Used for Estimating the amount of carpet available for diversion in
California for the year 2011 and beyond

Starting July 1, 2011, carpet manufacturers began documenting the exact sales in square
yards sold or shipped into the state of California. Thus, starting July 1, 2011, the Plan has
actual data on sales into California, and will use data as the "S” value (Sales) in the formula
below.

The methodology used to calculate the amount of carpet available for discards in California is
based on the methodology in the MOU 2012 Joint Committee Report. NOTE: The formula has
been updated, revised and reviewed by CalRecycle in the fall of 2012 based on data collected
during the first four quarters of actual program operation.

The purpose of the methodology is to be able to update the discards on an annual basis, using
actual sales, upgraded by factors that influence the calculation. Those factors include changes
in imports/exports, percent of the market that is replacement, average weight per square yard,
and demolition. Following is an overview of the methodology.

Carpet Available for Diversion in California (Discards)

The CARE AB 2398 Stewardship Plan provides a strong and accurate mechanism to
generate the numerator of California’s % carpet landfill recovery and % carpet recycling
output values. These values come from the quarterly reports generated by each recycler.
Processors are audited against the Agreed Upon Procedures (AUP) on a regular rotating
basis.

CARE acknowledges that the denominator portion of the % recycling equation has several,
less precise methods of estimating its value. In fact, regardless of which method is used to
estimate the amount of potential discards available from California landfills, numerous
assumptions must be made to arrive at a number.

One method considered to estimate the discards includes the California Solid Waste Study,
which is conducted every four to six years. The independent firm, Cascadia Consulting
Group, conducted this study. This statistical study, conducted in 2008, resulted in a wide
error range. Estimated annual disposal in California was 2.0 billion pounds with an error
range from 171M to 3.9 billion pounds. CARE has determined that such a wide estimate is
not useful in tracking growth of recovery of post-consumer carpet from California landfills.
Figure 2 helps put the range difference into graphical perspective for the expected annual
discards of post-consumer carpet in California.

Another method of estimating the discards of carpet involves the use of industry numbers
of material produced and sold in California each year. This number is quantitative and
accurate. Now that AB 2398 has been in force for more than nine quarters, industry
tracking of shipments of new carpet into California allow for a much more precise estimate
of discards. This is the CARE Denominator method and it is explained below.

It should be noted that neither method for denominator calculation is considered absolute
as both methods are estimates and dependent upon the data reported. CARE
acknowledges that some exports occur outside the CARE system and are not reported.
This results from collectors who are not part of the subsidy program and thus have no
incentive to report data. It is known that a portion of their collections are shipped outside
the United States. CARE is looking at ways to enroll this segment of collectors to improve
tracking and reporting measurements. However, CARE believes it is best to establish a set
defined method and reference by which growth and trends in the recycling rate can be
measured, which is the most important outcome. The Plan will demonstrate growth in both
recovery of PCC from California landfills (gross recovered carpet) collected, as well as the
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conversion of collected PCC into useful products (recycled output). Future work will involve
a continued look at refining methods of estimating the denominator, but until that time
CARE will use the following denominator estimate.

Figure 2
Estimated Precision Range of CARE Denominator Method

CARE: Possible range 322 to 641 M Ibs
Expected Value to be 412 M Ibs

CA MSW Study 2008: Possible range 171M t0 3,931 M Ibs
Expected Value to be 2,052 M Ibs
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CARE has engaged Market Insights/Torcivia (Reading, PA) as an independent source of
market data and analysis. The following Table I illustrates the type of information supplied by
Market Insights as derived by analysis of U.S. and CA markets. Torcivia sources data for its
calculations from U.S. Census market & economic databases and IHS Global Insights
forecasts of this market & economic data. California calculations are derived from U.S. Census
data for the state and are forecasted by Woods & Poole Economics and the National
Association of Home Builders (NAHB) in the case of housing starts.

Table |
Example of Independent Market Information
Total U.S. Overall Market U.S. Market Segments California Market Segments Miscellaneous Data
Dollar Value C ption (at mill-sell) Dollar Value C ption (at mill-sell) Dollar Value C ption (at mill-sell) Demolition Rates
Ships. By Apparent Resd'l New Resd'l New
Year | U.S. Mills | Exports | Imports | Consmp. | Total Replace. Resd'l Comm'| Total Replace. Resd'l Comm'| Resd'l Comm'l
.MM (MM (SMM) S MM) | .MM (.MM S MM) S MM) | MM (B MM) (3. MM) ($, MM) % %

2002
2003
2004
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016

Note: Table contains proprietary and copyright protected data which has been redacted.
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Formula Used for Calculating the Carpet Available for Diversion in California
(Discards)

Discards = (((Sales * R)* P) + D)

The factors used to calculate the amount of carpet available for diversion include:
S= Carpet Sales into California for the reporting period (square yards)

i. Sales Data beginning with the 3" quarter of 2011 comes from the independent accounting firm
who is collecting the confidential sales data from the carpet manufacturers registered with CARE.
This data drives the future forecasts for 2013-2016, presented in the current Plan.

ii. Sales data for 2011 and beyond come directly from the manufacturers reporting to CARE on all
carpet sold or shipped to the state of California. Future forecasts will be updated with the actual
sales data after 2013. The updated forecasts will be supplied to CalRecycle as part of the Annual
Report.

R= Percent of carpet that is replacement, or carpet replacing existing carpet.
Replacement carpet is the carpet destined for the landfill. (This data will be supplied
by an outside market research firm). The carpet industry has worked with Torcivia
Market Insights to quantify the replacement rate to be 85% currently.

P= Average weight of carpet per square yard. In 2012, the average weight was

4.2 pounds/square yard and this number was reconfirmed in 2013. (Raw data was
supplied by the industry and analyzed by CARE. Weighted averages of carpet weights
of broadloom and tile used in the commercial and residential sectors were calculated.)

D= Pounds of carpet from demolition projects not replaced (this data is supplied by
outside market research firm.) In 2012, the weighted demolition rate (85%
residential and 15% commercial) was estimated at 0.34%, (estimated provided by
Torcivia Market Insights). D is converted to pounds by multiplying the percentage
by the product of Sales x R x P.

Note that the term demolition represents the teardown of a building. There is no easy way to
know the actual square yards of carpet coming out of such a process. By assuming the actual
demolition rate obtained from Marketing Insights/Torcivia we are likely overestimating the total
volume of carpet sent to landfill. However, this is a tiny fraction (~1%) of the overall amount and
does not significantly alter the flow.

Deselection is a separate element of the PCC flow to landfill. CARE does not currently have an

independent estimate of this parameter. However, it is also believed to be very small. CARE will
work to develop a more quantitative estimate of deselection in 2014.

Application of the formula to generate discards is shown in the following example using actual data
from Q2 2013 and rounded for clarity.

Discards = (((Sales * R)* P) + D)
Sales Q2 2013: 25.4 million square yards

Discards = (25.4*0.85*4.2) =90.7 + D

where D = 90.7*0.0034 = 0.31 million pounds
Thus, Discards = 90.7 + 0.3 = 91.0 million pounds in Q2 2013
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CARE firmly believes this approach to calculation of recovery and output allows accurate tracking
and meets the spirit of measuring continuous and meaningful progress (PRC section 42975(a)).

NOTE: The Plan assumes the market share of soft floor covering (carpet) will remain steady (~55%)
versus hard floor covering (~45%). The Plan also assumes that there will be no major shifts in the
market share of soft versus hard floor covering for the years included in the scope of this Plan
(2012-2016). If there is a change in market share, the calculations for discards will be adjusted
accordingly and based on actual data. Also, there is export and import of carpet from the State of
California. Historical data suggests these two factors offset within the error of estimates and thus
are not included as discrete variables in the equation shown above.

Presentation of Information

CARE now has nine full quarters of performance data that have been analyzed. A standard format
for presentation has evolved for sharing this information in a clear and consistent manner with the
public. Quarterly reviews are posted on the CARE and CalRecycle websites after final approvals.
The quarterly review document produced by CARE provides an excellent synopsis of trends over
the program life while providing quantitative data in a user friendly format.

5. Solid Waste Management Hierarchy

AB 2398 requires:

(3) Describe proposed measures that will enable the management of
postconsumer carpet in a manner consistent with the state’s solid waste
management hierarchy, including, but not limited to, source reduction, source
separation and processing to segregate and recover recyclable materials, and
environmentally safe management of materials that cannot feasibly be recycled.

The proposed measures in this Plan enable the management of post-consumer carpet in a manner
consistent with the state’s solid waste hierarchy and with AB 2398 requirements. With regards to
solid waste management hierarchy, the Plan sets a priority on carpet recycling. For wastes that
cannot feasibly be recycled, the Plan includes the use of environmentally safe management (CAAF
or Cement Kiln fuel/feedstock) of materials. Note that no CAAF usage was reported for 2011 and
2012. There is a quarterly cap of 15% on subsidies on CAAF and kiln outlets. Waste to Energy
(WTE) is not supported by the subsidy program, but does find minimal use by processors. It is
expected that outlets consistent with the waste hierarchy starting with source reduction, reuse and
recycling will be significantly greater than, and grow at a greater rate, than energy recovery
alternatives.

Source Reduction

For purposes of the Plan, source reduction is defined as: the result of using less product or
material in manufacturing and use of carpet, and/or reducing the amount of discarded carpet
generated.

Carpet manufacturers are continuously working on programs to reduce the amount of natural
resources used in making carpet. They regularly report on the life-cycle impacts of carpet
manufacturing through their individual Sustainability reports. For example, over the years, the
average weight of carpet has decreased, and in the 2012, it is estimated that the average weight
is 4.2 pounds per square yard, a decline of 0.3 pounds (-7%). Therefore, incentivizing the
strategies and programs for reduction is not within the scope of the CARE Carpet Stewardship
Plan, but rather is a strategic objective, and managed by, the individual carpet manufacturers.

By leveraging parallel manufacturer source reduction programs and/or investments, the funds
generated from the assessments will be directed towards carpet recycling to maximize the impact in
achieving the goals of AB 2398.
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To meet the requirements for reporting on source reduction, CARE will report on the average
weight of the products, which will be included in the above formula. CARE will track and report the
trend line on average weight of carpet annually. Note that the average weight of carpet used in the
first version of this Plan and based on 2010 data was 4.2 Ibs/square yard. That number has
remained constant through mid-2013. CARE will also report on the amount of carpet discarded in
California annually. It should be noted that the face weight of a square yard of carpet is a function
of several interrelated parameters and is also tied to styling, thus, it is not anticipated, over the life
of this Plan, that the average weight per square yard will be dramatically reduced unless market
trends shift significantly.

Durability

Note that carpets have been designed and engineered to be highly durable. There are many
examples of carpet that have been installed and still in operation for decades, such as in schools,
and other applications. It is said within the industry that carpets often “ugly” out before they ‘wear”
out, meaning that consumers will change out their carpet due to style or taste, rather than because
the carpet is actually worn out. The high durability of carpet also makes recycling more of a
challenge.

Recycling

The Plan is designed to promote the recycling of post-consumer carpet back into new products as
the top priority. This will be accomplished by focused product and market development efforts led by
CARE in cooperation with the recycling industry and with assistance from CalRecycle while applying
the Financing Mechanism to select for recycling. The State of California is a willing and able buyer
through programs like SABRC and EPP and as such will be a prime target. See Financing
Mechanism section for more information.

By 2016, this Plan sets a goal to achieve a recycling output (Type 1 and Type 2) of 16% of the total
post-consumer carpet discards in the State of California. It is worthy of note that as of 3Q 2013, Type 1
outlets currently represent 99% of all collected PCC material converted to recycling output, equivalent to an
11.1% recycled output level despite the loss of two key recyclers in the 2" and 3" guarters.

Figure 3 shows a comparison of the Waste Management Hierarchy profile in 2016. Note that there
was essentially no use of CAAF or cement kilns in 2011 or 2012 and a minimal $5.5K through 3Q
2013. The Plan is not projecting any significant use of CAAF or kilns through 2016, due to current
market conditions. This is subject to change as markets develop.

Figure 3
Waste Management Hierarchy by Percent, 2016 Forecast
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Figure 4
Map of CARE Carpet Reclamation Partners in the State of California
September 2013

Key
Green = Carpet is collected from these counties
Blue = Rural Pilot Counties
Red Dots = Locations of CARE Reclamation Centers
Red Arrows = next 4 rural counties to be added

6. Collection Systems

The Plan is designed to grow the market-based solutions for carpet recycling in California, by incentivizing
the processors who separate post-consumer carpet into materials that can be manufactured back into
consumer products such as carpet, carpet cushion and plastic parts. The Plan relies on carpet recycling
entrepreneurs and others to collect, sort and process the post- consumer carpet.

As of August, 2013, there are 20 California businesses, which employ approximately 182 Californians to
perform these functions. There are also processors in other states who currently take carpet diverted from
Callifornia landfills. The list of California reclamation partners as of August 2013 is included as Attachment
VIII and will be updated semi-annually throughout the term. Figure 5 provides an illustrative map of CARE
Collectors. For the most current list and interactive map of locations, please go to the CARE website, at
www.carpetrecovery.org/collector-finder/index.html

Please note: As a stewardship organization CARE has no financial or management responsibility for
participants in the AB 2398 program. While CARE may on occasion provide advice and/or support to
participants CARE assumes no financial or remedial responsibilities for the success or failure of any
business or their operations participating in the program.
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Figure 5
Map of U.S. CARE Collection Network
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For interactive map and location contact information visit:
http://carpetrecovery.org/collector-finder/index.html

The following companies have requested AB 2398 subsidy funding one or more times over the last
nine quarters:

Los Angeles Fiber Company, Los Angeles, CA
Reliance Carpet Cushion, Los Angeles, CA
SOEX Group, Fresno, CA

Mission Recycling, Pomona, CA

Carpet Collectors, Sacramento, CA (CLOSED)
The Carpet Recyclers, La Mirada, CA (CLOSED)
Columbia Recycling, Dalton, GA

Heritage Recycling, Kansas City, MO

Bonded Logic, Chandler, AZ

10. Interface Flooring, LaGrange, GA

11. Shaw Industries, Dalton, GA

12. Tandus Flooring, Dalton, GA

CoNorwNE

Types of Services Provided by CARE Carpet Reclamation Partners:

Diversion/Reclamation from Commercial Sites
Collection from Residential Sites
Sorting of Carpet by Polymer Type. Devices used are Infrared (IR) Technology Detectors, which
identify the polymer used to make the fiber. The various polymers include:
o Nylon6
Nylon 6,6
Polypropylene
Polyester
Wool
Other

OO0O0OO0Oo
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* Baling, and Labeling by Fiber Type
* Shipping to First-Line Processors
* Processing
0 Shredding
0 Shearing
0 Hammer milling
o Classification
* Production Yields from the above processes
o Fiber
Shredded Carpet Tile
Depolymerized Chemical Components
Carpet Filler (primarily calcium carbonate)
CARS (carpet as a rock substitute)
CAAF (carpet as alternative fuel)
Material for Waste-to-Energy
Landfilling Unusable Materials
* Baling processed materials and labeling
*  Shipping to Manufacturer for End Products
* Providing Certification Certificates to Customers
o0 Used for LEED certification projects

* Educating End Users and Consumers
o0 Presentations
o0 Atrticles
o0 Interviews
o0 Webinars

O O0OO0OO0OO0OO0O0

7. Description of Best Management Practices

CARE has developed a set of guidelines for the handling, processing and storage of post-consumer
carpet. These guidelines are posted on the CARE website and may be found at -
http://www.carpetrecovery.org/AB2398.php

CARE has put in place the CARE Certified Collectors Program. The program was introduced in January,
2012. Certified CARE Collectors sign a Code of Conduct as illustrated in the following figure.

Figure 6
CARE Code of Conduct
O o
Code of Conduct € D

Certified CARE Collector ey
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Code of Conduct Certified CARE Collector (text from graphic above)

The Carpet America Recovery Effort (CARE) is the only nationwide, voluntary 501(c) 3 carpet
recycling organization. Our mission is to divert and recycle post-consumer carpet from the
nation’s landfills. Since 2002, CARE members have diverted over 2 Billion pounds of post-
consumer carpet. Our success in achieving our missions is derived from the independence and
integrity of each member joined together with a shared goal of growing and improving the
diversion of post-consumer carpet. As Certified CARE Collectors, we ensure the highest
standards of performance at the local level, while offering our customers the benefits of a
national post-consumer carpet diversion network. We are essential to the continued success of
CARE and the carpet recycling industry.

We are required to adhere to a strict Code of Conduct in our relationships with our customers,
other members of CARE, and our local, state and federal governments.

e We facilitate market-driven solutions to recycling and reuse of post-consumer carpet.

e We foster entrepreneurship and innovation.

e We prioritize opportunities in accordance with the waste management hierarchy.

e \We maintain the highest standards in which collection services are delivered to
our customers.

e \We maintain absolute integrity in every aspect of our business operations.

e We adhere to all federal, state and local laws and regulations.

e We are dedicated to the safety and health of our employees.

e We endorse, recommend, and encourage the marketing of products containing post-consumer
carpet content; and that meet consumer expectations for performance, style and value.

e We agree to uphold and maintain compliance with the Certified Collector
criteria.

e \We are committed to protecting the environment in all aspects of our business.

e We respect the integrity of our fellow Certified CARE Collector members and agree to work
together for the good of the Certified CARE Collector network.

e We support the CARE Mission Statement, Vision, and Core Values, as found in
the CARE Annual Report and CARE web site.

e "Dumpster diving" or "scavenging" carpet is an unsafe practice that we do not condone or

support.
CARE Certified Collectors Criteria

Certified CARE Collectors must adhere to criteria, as follows:

Certified CARE Collectors must stay up to date as members in good standing with CARE in order to be
listed on the website. A membership committee will review all initial applicants. Existing members will be
reviewed annually thereafter.

It is the intention of the program to educate and communicate with consumers, manufacturers, and other
customers the importance of using only certified Collectors. The program will include education outreach
to educate the target audiences of the CARE Certified Collectors membership.

CARE Certified Collectors must agree to:

a. Completing the annual survey each year

b. Members meet their local and state requirements for insurance, taxing and hiring and obtain all
required permits and keep copies on file in case of audit by CARE

C. Members carry general liability insurance and the minimum state requirements for
unemployment and workers comp (if applicable)

d. Member in good standing with CARE (dues are current)

e. Representative at the annual and/or entrepreneur conference in the first two years, then
every year thereafter.

f. Certified CARE Collectors will hold CARE harmless. Hold Harmless, means a provision in an
agreement under which one or both parties agree not to hold the other party responsible for
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any loss, damage, or legal liability. In effect, this clause indemnifies the parties on a unilateral
or reciprocal basis (as the case may be).
g. Signed Code of Conduct

i. Quality standards
ii. No landfill policy
1. Member has internal landfill reduction policy
iii. Self-reporting- sign and date the survey indicating that the information reported is,
to the best of the respondent’'s knowledge, accurate and truthful

A formal complaint process has been put in place to deal with breeches of the Certified CARE
Collector Code of Conduct. This is a confidential process and includes an appeals procedure.

Access to Carpet Collection within California

The Proposed Product Stewardship for Carpet Regulations requires:

Description of how each consumer that pays a carpet stewardship assessment,
including but not limited to those in rural areas, will be provided reasonably
convenient opportunity(ies) in each county to manage their post-consumer carpet.

It is estimated that the current carpet recyclers in California reach most of the major retail stores in
California. The recyclers have a network of collection points where they drop empty trailers and swap out
when full (usually at large carpet retailers or installers) or independent collectors collect/sort carpet and
deliver to facilities.

Based upon counties served and county populations, it is estimated by the carpet recycling companies
currently operating in California, that carpet recycling is accessible up to 98% of the California population
in 2012 as estimated by examining the population distribution in California and mapping against available
collection opportunities. There is no reason why we will not maintain or increase this percentage, through
the incentive program.

In order to significantly increase the diversion of carpet across the state, recyclers are focused on
establishing partnerships with more retailers, installers, transfer stations and MRFs. It is very important
that transfer stations provide carpet that is source separated, and not co-mingled with trash.

Rural County Carpet Collection Program
Pilot Project

In an effort to reach more of the rural communities, CARE undertook a pilot project with Rural County
Representatives of California (RCRC) Environmental Services Joint Powers Authority (ESJPA),
CalRecycle, local governments and carpet recyclers in the state of California. The goal of the pilot project
is to determine business model(s) for consumers to have reasonably convenient opportunities in each
county to manage their post-consumer carpet. Six rural counties were chosen to participate in the pilot
project. Figure 4 shows the 6 rural counties in blue for reference and they include: Del Norte, Calaveras,
Humboldt, Plumas, Siskiyou, and Tehama.

The rural pilot program began in February 2012 and continued to run a full year to generate data for assessment. The
program ran until the end of February 2013. Results from the pilots were reported to CalRecycle and were
included in the 2012 CARE Annual Report to CalRecycle submitted July 1, 2013 and will be covered in
future annual reports. The following summarizes results to date. Future actions are addressed under the
subsequent section entitled, Rural County Expansion. CARE elected to continue the rural pilot program
during the analysis phase after the full year pilot ended.
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e Pilot Counties: Calaveras, Del Norte, Humboldt, Plumas, Siskiyou, Tehama

e There were 15 trailers (28’) that were filled over 12 months as of April 2013.

e Total costs for the pilot program was $21,525 or $1,435/ trailer (this also includes signage and
literature, trailers, etc.)

e The average weight per trailer was 13,500 Ibs.

e The average cost was ~10.6 cents/Ib.

¢ In some instance it may take 6-12 months to fill a single trailer.

e CARE covered expenses including, transportation, logistics, and marketing, for this program.

Please note rural costs for collection under this pilot program were approximately 10 times that of urban
collection. Although costs associated with the rural counties represent a small portion the of overall AB
2398 costs, this program remains an important component of the Plan. Higher costs were expected and as
the rural programs become more established, it is anticipated that these costs will decrease beyond their
current levels.

Rural County Expansion

Based on lessons learned from the pilot project and working with the ESJPA, CARE will implement a rural
county collection program according to the following schedule using the successful business model
employed during the pilot. That model is based on working with rural counties to share best practices and
experiences, educate operators on carpet collection logistics, provide literature and signage, provide
logistical support for trucking and cover transportation costs from the rural collection site to a regional
processor. In addition, the original pilot counties have expressed willingness to share experiences and
provide advice and counsel to new counties in the program as it expands.

e Go from current 6 to 10 rural counties operational by January 2014 (see Figure 4)

e Go from 10 to 16 rural counties (currently estimated to be 22 counties in total) by July 2015

e Implement remaining rural county expansion as experience and interest dictate between June
2015 and June 2016. Pending further analysis there may be a few instances of one rural country
serving an adjacent county due to extremely low volumes and/or no carpet retail operations in the
county. CARE expects this will be the exception and do not anticipate more than 2 or 3 such
instances at most.

e Develop new marketing and communication materials and public outreach messaging to inform
rural county residents, and local personnel at the collection sites. Reissue of updated brochures
for all 10 counties was underway in August 2013.

e CARE will make resources available to aid in set up, signhage and on-going logistics.

9. Market Development & Promotion

Incentives or promotional education and outreach methods to increase recycling of carpet into
secondary products made with post-consumer carpet recycled content:

o Promote secondary products on CARE web site: www.carpetrecovery.org/ideas.php

o Promote secondary products at CARE Annual Conference and Entrepreneur meeting.
e Work with CalRecycle and the DGS to include recycled carpet products in SABRC and EPP.

e Prepare an industry wide PowerPoint presentation that will be made to target buying audiences
show casing PCC containing products in use with the objective of finding projects on which
these products can be used.
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« Educate and promote program through venues such as the CARE annual conference. In 2012,
the Annual Conference was held in San Diego, CA, in part in order to educate and
communicate progress made on AB 2398. The 2014 CARE Annual Conference will be held in
Seattle, WA. CARE is working closely with Seattle Public Utilities to leverage regional
businesses and enhance procurement opportunities in the Pacific Northwest to create market
demand for post-consumer carpet products. It is too early to plan locations for future CARE
Annual Conferences, but west coast venues and the State of California will be a factor in those
decisions.

e Actively engage opportunities to present at industry, professional and/or community
conferences and events, including, but not limited, to California Resource Recovery
Association (CRRA) and Solid Waste Association of North America (SWANA).

« Promote secondary products on states’ web sites (i.e. Washington State, California, etc.).

« Provide marketing support to entrepreneurs, to assist them in raising awareness of new
secondary products (i.e., GeoHay, Reliance Carpet Cushion). For example, CARE has assisted
entrepreneurs in developing their web sites, created advertising, including information about
new products in presentations and articles. Examples of the marketing support can be found on
the CARE web site.

e CARE will continue to promote procurement under NSF 140. CARE members are actively
engaged on NSF committees to ensure that emphasis on recycled content and recycling is
awarded points in NSF 140.

« The CARE web page has a link on Great ldeas, which highlights products made with post-
consumer carpet recycled content. Click on this link for more information:
http://carpetrecovery.org/ideas.php. CARE intends to update product listings and produce a
brochure highlighting the latest offerings. Additional promotional materials are also under
development and will be updated and enhanced over the course of the Program term, as new materials
and products are available

e CARE highlights new carpet products with post-consumer carpet recycled content in the CARE
Annual Report, at its Annual Conference, trade publications, speaking engagements, the
annual Entrepreneur meeting and CARE BLOG (http://carpetrecoveryeffort.blogspot.com/).

10. Einancing Mechanism

The Product Stewardship for Carpet Regulations requires:

Include a financing mechanism that provides sufficient financing to recover, but not exceed,
the cost of the carpet stewardship program, including the administrative, operational, and
capital costs of the plan.

CARE will revise its Carpet Stewardship Plan as needed to meet the goals of AB 2398. Results and
progress will be reviewed quarterly. If the Plan is not progressing as expected, and not achieving the goals
as identified in AB 2398, the Plan will be reviewed to determine if and how changes to the Plan should be
made.

Following are the Guiding Principles used to develop the Financing Mechanism:

1. Maintain a carpet flooring industry that is both sustainable and viable
2. Comply with Requirements of AB 2398
a. Goals established in the Plan shall, at a minimum, be equal to the goals established in
the 2012 CARE MOU if approved by the time of submittal of the Plan".
3. Meet Goals of AB 2398 to Incentivize
a. Market growth of secondary products made from post-consumer carpet
b. Recyclability of carpets
c. Growth of recycling of post-consumer carpet
d. Growth of diversion of post-consumer carpets from landfills
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4. Achieve Economic Sustainability

a. Funds should maximize increased long-term use of post-consumer recycled carpet

content in new and existing products.

b. Funds utilized for use, not investment. The fund pays for actual output, i.e.
performance, not for potential opportunities.
Fund output, not input (see Attachment Ill for definitions of ‘input’ and ‘output’)
. Collectors’ market prices should provide economic basis for supporting goal
. Incentive funds are paid out each quarter
Analyze Financing Scenarios and recommend most effective options to meet the Goals
of AB 2398
. Minimize administrative costs
. The Fund should be economically healthy by maintaining a modest but needed unused

funds category.

i . The Fund cannot borrow even from anticipated future assessments.
5. Stewardship Fund Management Hierarchy

a. Priority is on funding Type 1 and Type 2 Recycling Output Materials

i. CAAF will only be used to enable recycling
b. Define maximum amount to single hierarchy entity to create broad user base
c. Alternative fuel use should be used to enable the achievement of recycling goals while
developing more economic end uses.

d. Diminish financing for alternative fuel over time.

6. Adjust funding mechanism as needed, based on market conditions and progress made to meet or
exceed the Plan goals for AB 2398.

oo

o Q

Implementation of these guidelines is described in the next section.

Growth and Development Incentives

The rising percentage of polyester carpet in the diverted PCC stream has resulted in pressure on business
models and recycling economics. CARE plans to implement a dynamic approach to incentivizing growth of
total landfill diversion, increased recycled output yields and market development of new products and
processes. It should be noted that California landfill diversion has been relatively flat over the first 9
quarters of this program. However, there is significant opportunity for improving output yields of processed
PCC. Considerable thought has gone into innovative ways to incentivize the development of polyester
market outlets. This approach must be flexible and adaptive to allow for timely response to the market
dynamics of both material flow and pricing. Careful analysis of available funds and how the balance would
be impacted are important considerations to ensure solvency of the program. These considerations must
be balanced by a need to meet recycler’s investment requirements for the development and implementation
of new technology and capital investment which enables new outlets for all materials. While the current
conceptual approach is focused on polyester carpet, it is not restricted to such and may be applied to other
non-nylon PCC or the transportation dimension. Additional approaches are under constant evaluation by
CARE including: differential fees based on fiber type, 2" tier (Tier 2) manufacturer payouts and square yard
fees. Implementation of any of these approaches is considered part of this Plan.

The revised CARE California Carpet Stewardship Plan was submitted in May 2013 to fulfill part of the
requirements of the California Carpet Stewardship Program (the ‘Program’). During the synthesis of the
revised Plan, several significant developments were beginning to unfold in the State regarding carpet
processors. The full impact and implications of these developments could not be appreciated nor evaluated in
time for the revised Plan submission target of May 30. In addition, a noticeable build-up of funds beyond what
was budgeted in the current Plan began to accrue.

In response to these developments, and using feedback from stakeholders, the Sustainable Plan
Committee (SPC) began to examine several new elements for incorporation into the revised Plan. Over the
March thru June timeframe the SPC conducted numerous meetings and carried out “what-if” analyses to
examine a variety of new incentive options to address several issues including:
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Growth in the fund balance beyond Plan expectations

The rapid growth in PET face fiber in the recycle stream

The unintended and unanticipated flow of incentive funds back to retailers
The serious regulatory issues encountered by one recycler

The failure of a new technology to demonstrate feasibility (CARS)

The shut down and eventual liquidation of The Carpet Recyclers in La Mirada
The eventual shutdown of Carpet Collectors in Sacramento

After the analysis was completed, the SPC recommended to the SFOC for approval a set of aggressive
initiatives it believes will increase PCC recovery, recycle output and drive new product into the marketplace.
These initiatives are as follows:

1. The existing subsidy program continues at 6 cents for Type 1 and 3 cents for Type 2 processed PCC
output. In addition, a NEW 10 cent/lb. growth incentive will be paid on all qualifying Type 1 pounds above
an annual target. The initial target is set at 8.5M pounds and represents the 2012 average Type 1
output.

Here is how the bonus will work. The total bonus pool will be calculated on the pounds exceeding the
baseline established in 2012 at 8,500,000 pounds per quarter. Every pound that exceeds this baseline
will create a bonus pool of $0.10/pound. This bonus pool will be distributed to every participant in the
quarter on a prorated basis. The percentage the company processed of the industry total will be used to
allocate the growth incentive. As you can see in the chart below, the more a company processes the
more they will be paid from the bonus pool. If the baseline target is not exceeded for the quarter, no
company will be eligible for a bonus payout.

Part of the logic for this growth bonus is to reward the total processing industry. If all processors see the
potential for added payout, they will be driven to exceed the 2012 industry average target. It does not
help the program if one processor grows at the expense of another. The SPC feels that this approach
will, in fact, help grow the total recovery of post-consumer carpet from California landfills. The following
table summarizes how such a growth incentive would be calculated.

Table Il
Example of Type 1 Growth Incentive Calculations

Example Quarter: Total Lbs processed 10,000,000

2012 Baseline Lbs 8,500,000

Lbs ExceedingBaseline Amount 1,500,000

Payout @ $0.10/1b S 150,000

DISTRIBUTION OF FUNDS Pounds of % of Bonus
Carpet Processed Total Payout

Company A 5,000,000 50% $ 75,000

Company B 4,000,000 40% $ 60,000

CompanyC 1,000,000 10% $ 15,000

TOTALS 10,000,000 100% S 150,000

2. A NEW non-nylon incentive was implemented to encourage the development of processes, products and
market outlets for non-nylon PCC. Under this plan a $0.12/Ib. incentive will be paid to companies who
convert qualifying Type 1 non-nylon PCC into next stage or end use products. These manufacturers are
referred to as Tier 2 and represent the next stage in the supply chain.

Similar to the original incentive payout plan, firms will qualify for $0.12/pound if the following criteria are
met by the end use product:
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e Company creates a finished product that is ready to sell to the general public and/or has been
converted into a new form for use in manufacture of a final product that uses the Type-1 non-nylon
materials. As an example finished products or plastic pellets are eligible for this subsidy.

e The Type-1 non-nylon materials will usually be purchased from processor(s) who certifies the
amounts purchased meet the Type 1 criteria.

e Company will submit the amount purchased (or produced) minus any production losses which
equals the Net amount used in the end product. The Net amount is what qualifies for funding. The
product must be sold and shipped.

e Company will complete a confidential quarterly report to be submitted to CARE. The reporting
deadline is 30 days after the end of the quarter.

e Company will need to keep records that are both accurate and auditable by CARE’s independent
auditors.

e All records must be based on pounds even though products may not sold by the pound.

e Company must agree representative(s) of CARE will be granted full access to your company’s
processes which result in finished products.

e Company must submit a quarterly letter, signed by an officer of the, company certifying your data
and that you are in full compliance with all local, state and federal regulations to operate your
business

e Company is a member in good standing of CARE.

In an effort to understand the full impact of these non-nylon funding initiatives and better define the
options that qualify, the SPC undertook a series of “what if" analyses. The following table lays out the
examples that qualify under different scenarios.

Table Il

End User Payout Scenario Examples

Total
Company Activity Payout Company Activity Payout |Comments
Payout
Converts raw carpet into
1 |Processor A . P $.06/1b Today's scenario $.06/Ib
Type 1 material
Converts raw carpetinto Uses Type 1to produce a
2 |Processor A X P $.06/lb [Company B yp P A $.12/Ib $.18/1b
Type 1 material consumer good like pad
Converts raw carpet into Produces amaterial that is Company C receives the
3 |Processor A X P $.06/lb [Company C used by Company D to produce | $.12/lb pany $.18/Ib
Type 1 material $.12/Ib?
a consumer good.
Converts raw carpet into "C" produces pellets, "D Company C receives the
4 |Processor A i P $.06/Ib [Company C makes fiber/yarn," E" produces | $.12/lb pany $.18/Ib
Type 1 material $.12/Ib?
a carpet.
The company must
establish a way to "invoice"
Converts raw carpet into Processor A= [Uses Type 1to produce a the processing step to be
5 |Processor A .06/1b .12/1b .18/1b
Type 1 material $.06/ Company A consumer good like pad 512/ elgible for $.06/1b payout 518/
seperately from invoice for
the "Conversion" Process.
Process raw carpet into A new product (Park Benches) . L
. ) A ) Since this is new ground,
Type 1 material (25% is created using mixed R N
e . . R The SFOC will review each
6 |Processor A Ash) but if itis of mixed | $.06/Ib |Company B polymers, it does not qualify $.00/1b . $.06/1b
) scenario on a case by case
polymers it does not because the polymers were not basis
qualify. sorted. i

3. In an effort to advance independent research at a California University on the uses of non-nylon, the
Plan will offer a $300K grant through an RFP process. The grant will run thru the end of 2014. CARE
would like to strongly encourage a partnership between the California University selected and one of the
following two schools: Georgia Institute of Technology or North Caroline State University. These
institutions have been chosen since both understand the textile/carpet industry, the polymer chemistry
involved and recycling. CARE issued the RFP in October. Selection of the winning institution, expected
in early Q1 2014, will be done by the SPC based on a scoring system to be determined, but driven by
maximum impact and probability of success. It should be noted CARE may increase the funding level of
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such grants up to $500,000 per year and/or offer additional grants of similar magnitude in subsequent
years. This flexibility is part of the revised Plan.

4. CARE now has a fulltime California based resource to work in support of the Plan starting November
2013. An RFP was issued and 22 applications were received. The California Program Manager was
hired and is now fully engaged with both mills and California recyclers.

The primary focus of this new resource will be to aid CARE in Plan execution with emphasis in the
following areas:

e Assist existing or potential carpet recyclers and/or processors with general manufacturing,
communication and business issues. Ensure recyclers and processors are completing quarterly
reporting to meet Plan requirements.

¢ Manage the existing Rural County Program (6 counties) and its next phase expansion to include 4
additional counties. In cooperation with the Rural County team, identify, educate and prepare 4
new counties to participate in the program and be operational by January 2014. Train participants
on program operations, logistics reporting and marketing communications. Regularly visit facilities
to insure smooth operations.

o Participate in regular AUP visits and reviews, along with CARE team and outside resources
(accounting firm). Identify and report any issues, and assist in corrective actions needed.

e Prepare quarterly reports with data from the Rural Counties program, and from carpet recycling
results in California. Collect data from participants, summarize and analyze.

e Develop Education, Communications and Outreach materials for targeted audiences (recyclers,
processors, installers, retailers, NGOs, local governments and targeted consumers). Prepare and
manage communications budget for the Program. Participate and employ communications tactics
such as social media, interviews, presentations, web site updates, conferences, and customer
visits, as directed by CARE. Assist CARE in preparing key messages as needed.

¢ Work with CARE to generate data, documentation, and reports to aid Plan execution and maximize
probability of success of individual processors and the Plan overall.

CARE recognizes the budget process for a start-up is a best guess. Thus, as part of this Plan, CARE has
allocated $25,000-50,000 per quarter including expenses in support of the new, in State Program Manager.
In addition, CARE will run the University grant program over the range of $50,000-$75,000 per quarter
depending on proposals received. Finally, the incentive ranges may be adjusted from zero to as much as
$0.20 per pound under this Plan to allow flexibility and responsiveness to market dynamics.

In an effort to understand the full financial impact of these funding initiatives, the SPC undertook a series of
“what if” analyses to examine the flow of revenue and potential incentive payouts and additional program
costs. It should be noted, many scenarios were evaluated before settling on a model felt to be “reasonable
and realistic.” CARE has no way of knowing how the marketplace will respond and will monitor the outcomes
closely quarter by quarter. This approach was used to build the budget scenario shown in Table V. CARE
reserves the right to modify or cap payouts if necessary to preserve the integrity of the fund.

The SFOC approved these new program elements after careful review at their June 27, 2013 meeting.
These new initiatives were developed by the SPC based on stakeholder feedback and actual events in the
recycle marketplace between January and June 2013. The SFOC asked CARE to monitor progress on a
quarterly basis and recommend any modifications that might be deemed appropriate. In June 2014, one
year after launch, the SFOC intends to revisit the initiatives to assess impact and progress. At that time a
decision will be made on continuation and any adjustments that may be needed. The SFOC will annually
review the Plan payouts and progress to maximize impact while ensuring financial stability of the fund.

CARE is also aware that 4-6 collectors are operating in the State of California and who do NOT participate in
the incentive program (they are not processors). CARE recognizes the important role collectors play in the
carpet recycling industry. While there is currently no incentive planned for this group, CARE will consider
from time to time the value of including this group in the incentive program as a way to collect more accurate
recovery data and stimulate growth in recovery and output.
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CARE continues to explore new ideas, incentives and resources to advance the success of AB 2398. In
recognition of the need for flexibility to respond to marketplace dynamics, CARE may add additional human
resources, either via direct hire or consulting contact, to aid in advancing the programs.

Finally, CARE recently initiated discussions for a partnership with the California Manufacturing Technology
Consulting (www.cmtc.net). CMTC is a non-profit consulting company whose mission is to create solutions
for the improvement of our customers' performance by fostering innovation and sharing knowledge. At no
cost to CARE or small California manufacturers, CMTC will conduct a discovery process and provide
recommendations to improve operations across the full business and technology space. Businesses are
free to execute the recommendations or hire CMTC to aid the process of implementation. The only
obligation businesses incur is to answer a survey after 6 months to assess progress.

CARE believes the major incentives outlined above, coupled with the new/expanded stakeholder
engagement, education and outreach activities, will significantly enhance the recovery and recycle of PCC in
the State of California.

Financial Assurances

CalRecycle has requested that CARE consider a mechanism to provide financial assurances in the event a
liability is created and the processor is unable to resolve the situation. Two recent examples underpin this
request. The first was the 20M pound pile amassed by Carpet Collectors in Sacramento. This was a situation
that became known to CARE. The second was a warehouse in Oakland apparently filled by a recycler with a
large quantity of PET and other non-valuable PCC after selling off the nylon. The recycler simply walked
away from the site. This recycler was not known to CARE as the recycler was not registered with CARE or a
participant under the Plan.

The SPC is undertaking a review of possible mechanisms to fund such an assurance pool. CARE has a goal
of weighing options and finalizing a position with respect to the Plan by end of Q1 2014. Furthermore,
significant additional safeguards have been put in place to ensure participating members remain in
compliance with federal, state and local regulations including a quarterly attestation letter accompanying
reports and incentive requests. In addition to the quarterly letter, which must be signed by an officer of the
corporation, reporting requirements include starting and ending inventories of PCC along with starting and
ending inventories of processed goods. These metrics were implemented to monitor levels of materials and
signal any dramatic increases beyond those expected due to seasonal variations and market changes.
Reviews of AUPs have also been tightened with the independent accounting firm conducting such reviews.

Ensuring that the AB 2398 Assessment is Clearly Visible on Invoices
AB 2398 requires:

The bill would require, as of July 1, 2011, until January 1, 2013, a manufacturer of
carpet to add an assessment of $0.05 per square yard upon the purchase price of all
carpet sold in the state by that manufacturer.

AB 2398 further requires:

The assessment shall be added by a manufacturer to the purchase price of all carpet
sold by manufacturers to a California retailer or wholesaler or otherwise sold for use
in the state. The assessment shall be clearly visible on invoices or functionally
equivalent billing documents as a separate line item and shall be accompanied by a
brief description of the assessment or

a label approved by the department

Those who contacted CARE about AB 2398, such as manufacturers who participate in the CARE Plan,
retailers, dealers and others who prepare invoices, were given instructions on how to include the
assessment on their invoices as a separate after-tax line item. The examples show how to include the
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assessment so that the assessment is clearly visible. These instructions are also posted on the CARE web
site. http://carpetrecovery.org/AB2398-Retailer.php. The instructions are attached as Attachment VII.

If any mills are NOT meeting the requirements for participation in the Plan (e.g. submitting quarterly reports
on time, proper invoicing, membership in CARE, etc.), CARE has the authority and responsibility to formally
alert the manufacturer that they will be dropped from the Plan. The impact of being dropped from the Plan is
that the manufacturer will either no longer be in compliance with the regulation, or the manufacturer must
submit their own Plan for approval or form a new stewardship organization, which may only be done after
April 2015. The manufacturer’s name will be dropped from the CARE web site listing, and CARE will send
notification to the manufacturer, copying CalRecycle. CalRecycle can take enforcement action as defined in
the regulation. Further, it should be noted that failure to report quarterly is one example of non-compliance.
Manufacturers must report even if no carpet is sold in that quarter to remain eligible under the Plan. Another
example is failure to renew membership in CARE.

Over the past 2 quarters, CARE has worked closely with the independent accounting firm to put processes
in place to track compliance and timely follow-up for those who fail to comply. As a result, the backlog of
non-compliance has been reduced to just 4 very small mills. It is important to recognize >90% of revenues
come from the top 10 mills, all of which are in full compliance. The summary compliance flow is shown in
the following figure.

Figure 7
Auditor Quarterly Review Process Flow
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Record Retention

The Proposed Product Stewardship For Carpet Regulations requires that records be retained for three fiscal
years. Those who contacted CARE about AB 2398, such as manufacturers who participate in the CARE
Plan, retailers, dealers and others who sell or ship carpet into California, were given instructions on record
retention. The instructions may be found on the CARE web site, http://carpetrecovery.org/AB2398-

Retailer.php

Following are the instructions given by CARE to participants:

Retain the following records for sales of carpet into California, for a period of three fiscal years:
1. Manufacturer of the Carpet
2. Date(s) the Retailer Ordered or Purchased the carpet from the Manufacturer
3. Date(s) the Retailer Sold or Offered the carpet for promotional purposes
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4. Retailer Invoice(s) or functionally equivalent billing documents showing California Carpet
Stewardship Assessment

5. Certification Letter(s) from the department if provided by a manufacturer to demonstrate that
carpet from the manufacturer is or was subject to a department-approved Stewardship Plan

Definition of Fund Recipients for California AB 2398 Funds:

The recipients of funds generated from the AB 2398 Carpet Stewardship Assessments are carpet
processors who have processed carpet diverted from landfills in the state of California. Carpet processors
are companies or facilities that take used carpeting (whether handled by a sorting facility or brought
directly by a collector) and process it for use as a feedstock in a manufacturing facility. In addition,
downstream manufacturers have been added to the program to create pull-through specifically for non-
nylon materials recovered from post-consumer carpet. The Plan refers to these downstream
manufacturers as Tier 2 manufacturers.

Table 1V is an overview of processing technologies that would be included or excluded from qualifying
for incentive funding.

Note that reuse is not a recipient of funding, because of the limited amount of post-consumer carpet
available for reuse, due to safety, hygiene and other issues. See Reuse section for more information.
The financing mechanism shall not create an unfair advantage in the marketplace. Note that CARE will
be working with both its auditors and CalRecycle to eliminate any reporting issues, or misreporting.

If an applicant does not qualify for funding, the applicant may appeal to CARE for re-consideration in
writing. The applicant must state in the documentation why the request for funding should be re-
considered. CARE will respond to all requests for re-consideration within 30 days.

Table IV
AB 2398 Processing Technologies

Included Excluded
1.Shredding 1.Collecting
2.Shearing 2.Sorting
3.Chemical Processing 3.Cutting to Flats
4. Thermo-forming 4.Repelletizing
5.100% wool products (face fiber) used for 5.Conduxing
weed control/erosion 6.Repurposing
6.Wet separation methodologies 7.Reuse
7.Fuel preparation (size reduction) 8.Materials processed for WTE
8.Sifting (calcium carbonate) (or whole carpets)

Processors shall qualify to receive financing as follows:

1. Qualified recipients must meet all regulations to operate a business in their state.
2. Recipients must verify that the carpet processed was diverted from California
landfills. Records must include:
a. Bills of lading
b. Weight tickets or other functional documents verifying the amount of carpet
diverted in pounds from the state of California landfills
c. Copy of Invoice
3. Recipients must submit a signed Request for Payment to CARE, within 30 days of the
last day of the quarterly reporting period.
a. Recipients must complete and sign the Quarterly Request for Payment.
b. A principal of the business requesting funds must sign the Statement.
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4. Funds will be allocated to support the solid waste management hierarchy (see above).

5. CARE and the manufacturers shall allocate revenues and expenditures applicable to
the program in accordance with Generally Accepted Accounting Practices.

a. CARE has secured the services of an independent accounting firm to manage
the accounting and AUP requirements of the regulation.

b. All assessments will be submitted by carpet manufacturers to the independent
accounting firm a quarterly basis, using confidential and secure links. See
Auditing Section for more information.

c. All financial transactions and reports are kept separate from the CARE
operating budget. The Operating Results will be posted publicly each quarter
on the CARE web site. See Auditing Section for more information.

6. Applicants must be in full compliance with all local, state and federal regulations and
requirements to operate their business. Applicants must submit verification of ash content to
meet Type 1 requirements for payout. The ash test protocol may be found at:
http://www.carpetrecovery.org/pdf/AB2398/AshTestProtocol.pdf

7. Applicants are members of CARE in good standing.

8. Applicants are processing post-consumer carpet material from California.

9. Applicants are submitting requests for payment for processing carpet that increase the
diversion, recycling and market development results to support the goals of AB 2398.

10. All statements made on the request for payment are true.

11. Falsified statements may be prosecuted.

12. Applicants will allow officials and agents of the Carpet Stewardship Organization
(CS0), (i.e. CARE), such as accounting firm representatives, to visit facilities, access
relevant documents/data, and verify statements made by the applicants.

13. Applicants acknowledge that current level of funding is not a guarantee of the
same/similar payments in the future for recycling results.

14. Applicants for Sustainable Funding must submit a confidential forecast, which must
include their current level of post-consumer carpet pounds recycled for the most recent
12-month period. Additionally, this submittal must include a projection of pounds to be
recycled during the next 12-month period in total and in each of the quarterly periods.

a. This information is used by CARE for the purpose of planning potential fund
payment requirements in future periods.

b. Further, this information could be used to assess potential for growth funding
options.

c. This information would allow for the projection of Fund balances or shortfalls.

15. A portion of the Fund available for payment will be allocated specifically for payment
for CAAF activities. The portion or percentage of the Fund for this purpose will be re-
evaluated over time.

16. A portion of the Fund available for payment will be allocated specifically as a
“Discretionary Incentive Fund” to be paid to incentivize those activities deemed to be
innovative and breakthrough technologies or product development, and/or have
demonstrated exceptional performance toward achieving the goals of AB 2398. The
portion or percentage of the Fund for this purpose will be re-evaluated over time.

17. Effective 2Q 2013, the reporting cycle for mills and recyclers will change from 60 days to 30
days after the end of the quarter. There will be no grace period. This will shorten the time
period for funds being released to recyclers by approximately 30 days.

Forecasted Budget for AB 2398 Distribution of Funds, Administrative Fees and
Unused funds, 2013-2016

The forecast presented in Table V includes the following assumptions. Note: This is a rolling
forecast, which will be updated at least annually.

Assumptions for Funding Distribution to Processors:
1. Carpet Sales will increase by ~1.5%/yr. through 2016
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2. AB 2398 stipulates that the Carpet assessment will be $0.05/square yard until January 1,
2013. For purposes of this budget, we assumed that the assessment would remain at
$0.05/square yard through 2016. However, CARE will reassess the fee on an annual basis
and make adjustments if justified.

3. Actual data from nine plus quarters of reporting may be used to smooth averages and inform
reporting.

4. Discards of carpet in California will be based on the agreed upon formula and driven by actual
sales reported by the mills on a quarterly basis.

5. Payout Assumptions: (2011 was Year 1)

a. Type 1 Recycling output: $0.06/Ib. for Year 1. For Year 2 and beyond the
payout will be $0.06/Ib. for Base and may be increased (i.e., $.10/Ib.) for growth
over a set target.

b. Type 2 Recycling Output (i.e., Carpet Filler): $0.03/lb. and may be increased
or decreased in the future based on market dynamics.

c. CAAF or Cement kiln fuel/feedstock (output): $0.03/Ib.

i. CAAF and /or Cement kiln fuel/feedstock will be capped at 30% of the
volume and 15% of the total funding distributed.

6. Assumes actual CARE expenses on an on-going basis.

7. Assumes annual payment to CalRecycle that may not exceed 5 percent of the aggregate

assessment collected for the preceding calendar year.

Assumes Administrative expenses will not increase by more than 4% per year.

Unused funds will build up to 2016.

0. Note that all funding for AB 2398 are kept in a separate ledger from CARE Operations.

AB 2398 funds are used only for AB 2398 distribution and administrative costs; AB 2398
funds are not used for CARE operations.

11. CARE will examine progress and market dynamics from time to time and explore innovative
ways to incentivize market growth, outlets and process or product R&D. Such evaluations
may include, but are not limited to, differential pricing based on fiber types, reporting
incentives, market outlets, funding university projects, market studies, etc.

12. The Plan will include funding for attendance and participation by a CalRecycle representative
in the CARE annual meeting. The annual conference fee is capped at $2,000. This ensures
a close working relationship and direct feedback from CalRecycle to CARE members and
vice versa.

13. CARE is exploring several creative funding models to facilitate growth of landfill recovery,
enhanced economic stability for collectors and recyclers/processors and growth in recycled
output pounds. This Plan allows for the use AB 2398 funds for market incentives to stimulate
growth in PET market outlets via process development, product development, downstream
manufacturer payouts and possible transportation subsidy payments.

14. The Plan has been modified to be more flexible and dynamic in its ability to respond to
market dynamics and learnings based on data analysis and feedback from those in the field.

B © ©

The budget for 2011 only included assessments collected for ¥z year, July 1-December 31, 2011.
However, expenses were incurred for start-up of AB 2398. Therefore, administrative expenses for
2011 were proportionally higher, on a percentage basis, in 2011 than in subsequent years.
Current expenses which include CalRecycle fees, CARE direct expenses, audit and accounting
fees, AB2398 related travels and miscellaneous expenses will be 9-18% in 2013.

Unused funds are what remain after all funds are distributed to qualified recipients, and
administrative fees are paid out. As the amount of output increases over time, the amount of
unused funds will reduce. It is expected that unused funds will continue to build until the new
incentive payout options are put in place.

Unused funds
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It is not the intent of the Plan to build unused funds. It is the intent to have a fiduciary and financial
approach to incentivize recycling to the maximum possible, without decreasing the ability to
provide incentives in the future, or on an as needed basis. It is the intent of CARE to monitor
results and adjust appropriately. Without unused funds CARE would not be able to accomplish the

Plan objectives.

For example, the total assessment collected in 2011 was $2.5 million. The processors qualified for
$0.7 million in payout. Administrative fees were $0.4 million. The unused funds are the net funds
remaining after all of the payouts and fees are paid for 2011:

Assessment Collected $ 2.50 Million
Total Funds Distributed to Processors | $ 0.70 Million
Total Administrative Fees S 0.40 Million
Unused Funds $ 1.40 Million

Tabl

eV

AB 2398 Financing Mechanism
Budget, 2011-2016

Actual Forecast

Distribution of Funds ($000) 2011* 2012 2013 2014 2015 2016

Carpet Sales (in Million yd2) 50) 98| 100 102 103 105
Stewardship Assessment ($/yd2) S 005|S$ 005]$ 0.05]$ 005]$ 005]$ 0.05
Stewardship Assessment ($000) S 2500|S 4900]|S 5,000 | $ 5075|$ 5151|S 5,228
Total Discard Estimate (Million Ibs) 181 354 362 367 373 378
Total Pounds Type 1 & Type 2 (Million Ibs) 12| 36 47 51 56 61
Recycle Output Rate 7% 10% 13% 14% 15% 16%
Base Plan Payout ($0.06 & 0.03/1b) S 705|S$S 2102|S 2,699 | $ 2,643]S 3353|S$S 3,630
Growth Incentive on Type 1 Output ($0.10/1b)**| § - S - S 450 | S 940| S 987 | S 1,000
Non-nylon Incentive Output ($0.12/Ib) S - S - S 260 | S 990|$ 1,000|S 1,000
Total funds Distributed to Processors $ 705|S$ 2102($ 3,409 | $ 4573|$ 5340|$ 5,630
% of Total Stewadrship Fee Collected Annually 28% 43% 68% 90% 104% 108%
Rural County Program S - S 33|$ 401 S 67]$ 107 | $ 110
Education, Outreach, Production S - S - S 15| $ 200 S 150 | $ 150
University Grant Program S - S - S - S 300 S - S -

PET Project Allocation S - |S - ]S 121 24|53 - 13 =

Administrative Fees

CalRecycle S 250 | S 254 | S 258 | $ 261
CARE S 1401 $ 154 $ 159 | $ 163
CA Resource (salary + expenses) S - g - S 25| S 130 $ 140 $ 150
Accounting S 303| S 255 | S 265 | S 270
Legal S - S - S 12]$ 10]S 10]$ 10
Total Adminstrative Fees S 730 | $ 803 | $ 831|$ 855
% of Total Stewadrship Fee Collected 15% 16% 16% 16%
TOTAL All Expenses S 4,206 | $ 597|$ 6428|S 6,745
Fund Balance S 8,300 | $ 9169|$ 8353|S 7,153
Net Fund Balance*** $ 3300]S$ 4,09 | S 3,202|$ 1,925 $ 408
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Total Distributed was $1.1 Million, leaving $1.4 Million in unused funds, which are available to
incentivize further Recycling Output performance.
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* 2011 was start-up year and only includes % year of funding, July 1-December 31, 2011
** Above annual target
*** Assumes starting with $4M in January 2013
Financing Mechanism by Waste Management Hierarchy

Fiduciary Responsibilities

CARE has put in place a two-fold mechanism to review and approve disbursement of funds
under AB 2398. This is in addition to the auditing provisions and AUP already in place. A
Stewardship Plan Committee (SPC) is responsible to review aggregate data submitted under
the Plan. Aggregate analysis ensures confidentially of business information of both mill and
processor participants. The SPC prepares and approves the quarterly summary report and
recommended financial payouts under the Plan to the Sustainable Funding Oversight
Committee (SFOC). The SFOC is composed of representatives from industry (CEOs and
CFOs) along with a representative from the entrepreneur community. CARE may add additional
state or federal expertise in the future. The SFOC operates as the final authority on
disbursement of funds. The SFOC has the responsibility to ensure funds are deployed in such a
way as to advance the objectives of AB 2398.

It is expected that by 2016, Type 1 recycled plus Type 2 recycled will receive about ~85% of the
total funds distributed to fund recipients. Cement Kiln fuel/feedstock will receive only 1-2% at
most of the total funds. This result is well within the overall Guiding Principle to limit funds
distributed to CAAF and Cement kiln fuel/feedstock to less than 15% of the total funds available.

11. Education and Outreach

AB 2398 Chapter 20, Section 42972 requires:
Include education and outreach efforts to consumers, commercial building
owners, carpet installation contractors, and retailers to promote
their participation in achieving the purposes of the carpet stewardship plan
as described in paragraph (1). These education and outreach materials may
include, but are not limited to, any of the following:

(A) Signage that is prominently displayed and easily visible to
the consumer.

(B) Written materials and templates of materials for reproduction by
retailers to be provided to carpet installation contractors and
consumers at
the time of purchase or delivery or both.

(C) Promotional materials or activities, or both, that explains the
purpose of carpet stewardship and the means by which it is
being carried out.

Beginning in January, 2011, CARE and the carpet industry undertook a massive program to
reach out to the audiences identified in the Education and Outreach section of AB 2398. CARE
Plan participants engaged in extensive education, outreach, and stakeholder consultation in
the preparation of the Plan, in order to achieve a smooth implementation of the Carpet
Stewardship Assessment on July 1, 2011. To date, participants in the CARE Plan reported
very few issues; this outstanding result could not have been achieved without the significant
investment made by Plan participants.

The Plan will take advantage of opportunities to educate consumers, commercial building
owners, carpet installation contractors and retailers, per AB 2398. As part of the Annual
Report, CARE will report on the results achieved (i.e., web traffic number of articles,
presentations, interviews, etc.) that it has initiated for the reporting period.
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Continuing education and outreach program promotional efforts include:

e Updating of CARE web site, www.carpetrecovery.org, which currently has sections
devoted to each of the major stakeholder groups.

e Construction of a new CARE website with enhanced functionality and dedicated AB
2398 section.

¢ Design, develop and manage campaigns or templates with the trade press that reaches
building owners, carpet installation contractors and retailers.

e Design, deliver and disseminate presentations, materials, templates and/or updates to
stakeholder groups, both face to face and via webinars, emails and letters

e Design, develop, produce and distribute signage, brochures and window clings,
templates and/or other promotional materials to retailers, collectors, and other
stakeholders to promote participation and reduced contamination

e Cultivate earned media by seeking out opportunities to conduct Interviews with
consumer and news media - including web media, radio, and press

e Use of social media including CARE website blog to promote concepts and
developments as appropriate

e Prepare industry wide product presentation or materials featuring recycled carpet
products in use to be made to targeted buying audiences for potential purchases

e Direct assistance to companies with existing products that could be used by state
agencies, i.e., CalTrans porous concrete, weed control. Coordinate with DGS and/or
provide help in navigating the CalTrans product approval process where required

e Work with stakeholder partners to collaborate with concurrent promotions such as
event booths, special/lhazardous/bulky waste collections promotions, waste/water
regular bills, or radio/TV/print media for additional opportunities for program promotion

e Coordinate with historical and/or concurrent stewardship programs such as paint and
tires, and carpet recovery efforts beyond California to leverage lesson learned, best
practices and take advantage of potential cross-promotions or economies of scale.

As a result of the education and outreach programs required by AB 2398, the Plan has achieved
the following results:

e Seventy seven (77) Manufacturers have registered for the CARE Stewardship Plan.

e Software Vendors- Software vendors were included in the education and outreach to
manufacturers, to help facilitate the implementation of the law for smaller carpet
manufacturers.

o Retailers, Dealers and Installers in California received and will continue to receive
education such as:

e Webinar, postcard and letter campaign to educate the audience

e Education kits/packets to 3,849 retailer and dealer businesses. The first round of
packets arrived prior to the July 1, 2011 assessment date, and we will continue to
replenish these to existing and new retailers. The education materials are designed to
meet the requirements of AB 2398 Chapter 20, Section 42972. Materials included:

i. Signage/placards and window clings that can be easily displayed in the retailer
showrooms

il Brochures that can be handed out by the retailers, dealers and installers to
consumers at the point-of-purchase as well as at the point of installation. These
materials explain the purpose of carpet stewardship and the means by which it is
being carried out. Additional brochures are available to replenish the retailers
stock, and we are actively engaged in sending out additional brochures and
packets at the retailers’ request. Requests are managed by a fulfilment system
available on the CARE web site. For a copy of the education packet, please see
Attachment IV.

e A new round of education kits/packets, enhanced with better graphics and explanations
will be produced and distributed.
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e Outreach efforts include webinars, trade press articles and radio interviews targeting
Retailers, Dealers, Commercial Building Owners and Carpet Installers, as well as
influencers such as Architects and Designers. For detailed information on these
Outreach efforts, see Attachment IV.

¢ In 2014 CARE will initiate and conduct quarterly stakeholder webinars to review the prior
quarter results and seek feedback.

e A consumer-press specific press release provides ongoing opportunities with target local
media such as local newspapers, web sites, etc. Results from the consumer-targeted
campaign can also be seen in Attachment IV.

e Education and Outreach efforts also include Other Interested Parties and
Stakeholders, such as:

i. Rural Communities/Counties (visits and materials)
ii.  Waste haulers
iii. Non-governmental organizations
iv. Architects and Designers
V. Local Governments

See Attachment |V for detailed information on outreach.
See Attachment V for a copy of the educational materials that were distributed to the retailers
and dealers.

11. Program Performance Measurement

AB 2398 provides:
42976. On or before July 1, 2013, and each year thereafter, a manufacturer of carpet
sold in the state shall, individually or through a carpet stewardship organization,
submit to the department a report describing its activities to achieve the purposes of
this chapter, as described in Section42970, and to comply with Section 42975. At a
minimum, the report shall include all of the following:
(a) The amount of carpet sold by square yards and weight, in the state during the
reporting period. A carpet stewardship organization with more
than one manufacturer may use average weight.
(b) The amount of postconsumer carpet recycled, by weight, during the reporting
period.
(c) The amount of postconsumer carpet recovered but not recycled, by weight, and
its ultimate disposition.
(d) The total cost of implementing the carpet stewardship plan.
(e) An evaluation of the effectiveness of the carpet stewardship plan, and anticipated
steps, if needed, to improve performance.
() Examples of educational materials that were provided to consumers during the
reporting period

Results from the previous year will be reported to CalRecycle at least annually, as
required by AB 2398. Reported results will include:
e Specific Information on measurement methodology:
o0 Description of Processor Survey/Reporting
o0 Description of How Discards were measured, using reported sales from
Stewardship Plan participants and revising according to the Discard formula,
described in the Performance Goals section of this Plan. Data sources will
be identified (i.e. Market Research firm used for collecting data that is used
in calculating discards)
e Assumptions from the Funding Mechanism Section of the Plan will be updated
and reported
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e Number of Employees in the State of California employed in the carpet
recyclinglndustry
0 Changes in the employment versus year ago
Sales of carpet into California, in square yards
Estimates of post-consumer carpet discards in California
Stewardship Assessment Collected for previous year
Pounds of California Post-Consumer Carpet Diverted from California landfills
Pounds of California Post-Consumer Carpet Available for Processing/Recycling
for the Reporting Period
e Of the pounds of California Post-Consumer Carpet processed, the output
pounds that were:
o Fiber
0 De-polymerized or chemical component
0 Shredded Carpet Tile Used for Carpet Backing
0 Carpet Filler (primarily calcium carbonate)
0 Sentto CAAF Facility
0 Sentto CementKiln
Administrative fe