California Integrated Waste Management Board

Board Meeting
October 23-24, 2001
AGENDA ITEM 24
ITEM

Status Report On The Used Oil Recycling Fund; Consideration Of Approval Of Fiscal Year 2001/2002 Proposed Allocations; And Discussion Of Fiscal Year 2001/2002 Concepts For Consulting And Professional Services Contracts

I.
 SUMMARY
The Used Oil Recycling Fund Projections and proposed Program Allocation are provided for approval.  Allocations for FY 2001/2002 are based on prior year fund balance statements for FY 2000/2001, appropriations in the Budget Act, revenue projections and on statutory guidelines for expenditures.  Staff is requesting that the California Integrated Waste Management Board (Board) approve the Outreach and Educational Allocation outlined in Table 1 and provide direction on the Contract Concepts for FY 2001/2002.  Staff has attempted to align the proposed allocations and Contract Concepts with the information provided through the Public Research Institute (PRI) of San Francisco State University’s research study on the Do-It-Yourself Oil Changers, presented to the Board in September 2001, and the Board’s draft Strategic Plan.

II.
PREVIOUS BOARD ACTION 
At the November 2000 Board Meeting, the Board heard and approved the accounting of the California Used Oil Recycling Fund and Used Oil Program (Program) funding allocations and Contract Concepts for FY 2000/2001.  Based on the Board’s previous direction, staff continues to provide an annual accounting of the Program.  

III. OPTIONS FOR THE BOARD 

1.
Approve proposed Program Allocation in Table 1 for FY 2001/2002 and adopt Resolution Number 2001-420 and provide direction on Contract Concepts for FY 2001/2002.

2.
Approve proposed Program Allocation in Table 1 for FY 2001/2002 and adopt Resolution Number 2001-420 with specific changes and provide direction on Contract Concepts for FY 2001/2002.

3.
Direct staff to make changes to the proposed Program Allocation and Contract Concepts and return to the Board for approval at a later time.

IV.
STAFF RECOMMENDATION
Staff recommends Board approval of Option 1, the approval of the proposed Program Allocation and Resolution Number 2001-420, with discussion and direction on the Contract Concepts.

V.
ANALYSIS 

Background

The California Oil Recycling Enhancement Act

The California Oil Recycling Enhancement (CORE) Act became effective January 1, 1992.  The purpose of the CORE Act is to reduce the amount of used oil disposed illegally, thereby preventing damage to the environment and threats to public health, and to recycle and reclaim used oil to the greatest extent possible, thus conserving a valuable natural resource.

The CORE Act requires oil manufacturers to pay the Board four cents for every quart ($0.16 per gallon) of lubricating oil sold, transferred, or imported for use in California.  Revenues amount to over $22.8 million (M) annually based on about 135 M gallons of lubricating oil assessed plus interest earnings.  The primary expenditures from the fund include payment of recycling incentives to program participants, an appropriation to the Board for direct administration costs, and an appropriation to the Department of Toxic Substance Control (DTSC) for inspection and reporting costs.  Following those expenditures and provision for a prudent reserve (the CORE Act allows for no more than $1 M in reserve), $10 M, or half the remaining monies if greater, is available for block grants to local governments.  (See Attachment 1, Used Oil Fund Allocation Priorities.)

After the above expenditures and indirect administration expenditures have been made, the Board may use the remaining monies (promotional activity funds) solely for the following (pursuant to Public Resources Code (PRC) section 48656): up to $200,000 for contaminated oil payments; at least 40 percent for Opportunity Grants to local governments; at least 20 percent for statewide education and outreach; at least 10 percent for grants to non-profit entities; and between 10 and 15 percent for research, testing and demonstration grants.  Funds are continuously appropriated to the Board without regard to fiscal year.

Outreach and Education

The Board is required to develop and implement an information and education program for the promotion of alternatives to the illegal disposal of used oil pursuant to PRC section 48631 (c).  In conjunction with the Office of Integrated Education (OIE), the program supports an outreach training program to K-12 teachers.  The Board has developed and implemented a junior and senior high school curriculum California teachers can utilize in their classroom.  The Board disseminates Closing The Loop and Earth Resources - A Case Study: Oil and the Environmental Education Compendium for Integrated Waste Management and Used Oil to each teacher who attends a free training workshop.  The Board’s School Program provides the workshops throughout the State.  Staff also conducts statewide outreach to promote used oil recycling via commercial advertising in large public sports venues, premium giveaways at public events and outreach partnerships with other state agencies.

Types of Grants Distributed 

Block Grants

Block Grants are non-competitive grants awarded annually to local governments and are based on a per capita figure of approximately $0.29 per person.  In total, ten million dollars or more is available annually for costs associated with the operation of local used oil and filter programs.  Minimum funding levels for small communities are $5,000 for cities and $10,000 for counties.  Local used oil filter collection efforts are supported by augmenting block grants.  (See Attachment 2, Used Oil Recycling Fund: Projection of Revenue and Expenditures.)

Opportunity Grants

Opportunity Grants are awarded on a competitive basis to local governments for the establishment of new programs or the enhancement of existing programs that encourage recycling of used lubricating oil. 

Nonprofit Grants

Nonprofit Grants are awarded on a competitive basis to nonprofit entities for the establishment of new programs and the expansion of existing programs that address the proper management of used oil. 

Research, Testing & Demonstration Grants (R&D grants)

Research, Testing & Demonstration Grants are awarded to private businesses, local governments, non-profit organizations and public agencies.  Eligible projects include research, testing, and demonstration projects for collection technologies and to develop uses and markets for products resulting from the recycling of used oil.

Biennial Grant Allocation 

The California Oil Recycling Enhancement Act mandates the Board to operate a used oil recycling program, which includes a recycling incentive system, grants, outreach, and reporting.  PRC section 48653 (a)(3) specifies that the program award Block Grants annually.  However, the statute does not specify an annual award for Opportunity, Nonprofit, and Research and Demonstration Grants (PRC sections 48632 and 48656).  Funds are continuously appropriated to the Board without regard to fiscal year for incentive claims, grants and outreach activities.  To prevent overlapping of projects by local agencies that have concurrently obtained more than one used oil grant and to more effectively manage project tasks and billing, the Board awards the Opportunity Grant, Nonprofit Grants and the Research, Testing and Demonstration Grant on a rotating basis, in addition to the annual Block Grant. 

Future Plan

Since the heart of the used oil collection program is locally based, many Program activities are focused on providing tools, materials, information and training for local entities.  Since many local governments are implementing general public outreach, the current Program focus is to work with other State Agencies that already provide outreach to target groups and to perform direct outreach at multi-jurisdictional venues or venues that have a large proportion of used oil generators.  To better align future outreach projects with the Board’s draft Strategic Plan, the Used Oil and Household Hazardous Waste Branch (UO/HHW) plans to identify viable projects that would support the Board’s goal by completing the following:

Working with Dr. Browning of the Public Research Institute (PRI) of San Francisco.  On August 15, 2001, Dr. Rufus Browning of the PRI presented his preliminary findings of the Do-It Yourself Survey and focus groups.  In his presentation, he mentions that there was no data to support targeting any specific groups that are more or less prone to recycle their used oil.  In FY 2001/2002, the Program is bringing forth another contract with PRI to do further research and analysis on the most effective methods of targeting audiences to promote the recycling of used oil, (if any target audiences can be identified) and the most effective means of stimulating behavioral changes.  

Developing a Used Oil Branch five-year plan that incorporates the goals and objectives of the Board’s 2001 strategic plan.  The Policy and Analysis Office will present the draft 2001 Strategic Plan to the Board for approval at the October 23-24, 2001 Board Meeting.  Based on this plan and the study by PRI, the UO/HHW Branch will develop a five-year plan. 

Discussion: 

Projection of Revenue and Expenditure 

The FY 2001/2002 projection for the Used Oil Recycling Fund (Fund) is displayed in Attachment 2.  The display is based on the statutory expenditure framework described above and the California Used Oil Recycling Fund Condition Report provided by the Administration and Finance Division.  The beginning balance as of July 1, 2001 was $15.8 M.  Almost $10 M is committed to prior year encumbrances leaving about $6 M in available funds.  

The projected revenue for FY 2001/2002 is $22.8 M based on revenues and interest earnings.  Combined, this yields nearly $29 M as total projected revenue available for the current FY.  The order of expenditures from the Fund is prescribed in statute and is followed in the fund projections and the discussion below.  

The primary expenditures from the fund (i.e., administrative appropriations and incentive claims) and providing up to a $1 M reserve total $6.7 M leaving $22 M.  Per statute, half this amount is available for Block Grants ($11 M) or a minimum of ten million ($10 M) whichever is greater.  However, since Block Grants were awarded in July 2001, the award calculations were based on fund projections from the Budget Office, resulting in an allocation of $10 million.  Under the statutory formula, approximately $11.2 M should be awarded through the Block Grants.  Staff recommends that the additional $1.2 M be added to the calculation for the 2002/2003 Block Grants.  This will meet the statutory requirements and still allow the Board to award Block Grants early in the FY.  Past Board direction has been to award these grants early in the FY in order to provide grantees with the maximum amount of time to expend their grant funds.
After allocating the Block Grants, approximately $1.7 M is appropriated to CalEPA, DTSC and to the Board for specific purposes, leaving a total of $10.7 M.  With $1.2 M added to FY 2002/2003 Block Grants, a total of $9.5 M is available for promotional activities and other appropriations.  Per statute, these remaining monies may only be expended for promotional activity expenditures (PRC section 48656).  About $1.5 M is allocated to augment Block Grants for filter collection and to provide minimum grant amounts for small communities.  Another

$5.8 M is allocated for Opportunity Grants.  Due to the biennial funding cycle for discretionary grants, FY 2001/2002 has a zero allocation for Non-profit and Research Grants.  Non-profit grants were awarded last FY and will be awarded again next FY.  Additionally, Program intends to pursue R&D Grants in FY 2002/2003.  The remaining $2.2 M is allocated for outreach and education activities, leaving a running fund balance of zero with a reserve of $1 M remaining.  Since the fund condition is based on projections of revenue and expenditures, a $1 M reserve is considered prudent.  The expenditure targets of at least 40 percent for opportunity grants and at least 20 percent for educational efforts are met.

Outreach and Educational Allocation

The total amount allocated to the education/outreach activities as shown in Attachment 2 is    $2.2 M.  Attachment 3 shows the proposed allocation for these dollars.  It is proposed that $747 K be moved out of the contract approval process and be allocated as shown in the table below.  These expenditures are for printing or advertising purchases that are invoiced and not under contract, or for delegated purchase orders.  The amounts shown are based on prior year expenditures and cost of ongoing work, projected costs, etc.

TABLE 1 – Proposed Allocation for Invoiced Expenditures 

	Items/activities
	Requested Amount

	Advertisement

Advertisement at various sport venues
	$137k 

	
	$250k

	Printing
	$199k

	Premiums
	$81k

	Booth reservations
	$5k

	Curriculum printing
	$75k

	TOTAL
	$747k


The items and activities for outreach and education are as follow:

Advertisement:  Entails the purchase of advertising space at major sports events throughout the state such as auto racing tracks, sports arenas and stadiums using signs, public service announcements or media messages.  Advertisement at sports venues will be further explored based on the study through PRI.

Printing:  These costs are incurred through other state agencies.  For instance, the Office of State Printing (OSP) prints numerous materials such as driver’s handbooks, envelopes and fact sheets for the Department of Motor Vehicles.  The Board includes the recycle used oil message on many of their materials.  Staff also coordinates with other state agencies to incorporate the recycle used oil message in existing English and Spanish brochures.  

Premiums:  Premiums are used as promotional items and provided at different events, expos and fairs.  The used oil recycling logo and 1-800-Cleanup hotline number are placed on all premiums and given to participants as a reminder to encourage used oil recycling.  

Booths:  Many outreach activities are conducted at conferences and expositions where the Board must purchase booth space.  

Curriculum:  Entails the support of the marketing, distribution and teacher training for the Earth Resources (ER) curriculum.  Administration of the ER Program is through the Board’s OIE Division.  A reprint of the ER is expected this year, and these funds will be provided to OIE to complete the work.  

Contract Concepts

Staff is asking the Board to review funding for eleven Contract Concepts, six from the Used Oil Program and four from the Waste Prevention and Market Development Division (WPMD) (Attachment 5) and one from the Office of Integrated Education (OIE) (Attachment 6).  

A brief description of each concept follows:

Concept 44:  The Program continues to fund the California Conservation Corps’ Used Oil Outreach and Local Government Assistance efforts. 

Concept 45:  This is an Interagency Agreement with the California Coastal Commission for continued support of the educational component of the Boating Clean and Green Campaign.

Concept 46:  This Concept is to further research California residents who change their own automotive oil, in addition to the development of a survey tool kit for local government.  In FY 2000/2001, PRI designed a research design and studied Do-It-Yourself Oil Changers.  This Concept would be an expansion of the current research project.  

Concept 47:  The Board sponsors an annual used oil forum.  This is a statewide conference for all grantees, recycling and oil industry personnel and business individuals who provide oil products and services.  

Concept 48:  The California Environmental Hotline provides a tracking system and data analysis to all grantees in every community throughout the State.  

Concept 49:  Mesa Marin Raceway is interested in promoting used oil recycling and the use of re-refined motor oil by televising race events.  They will also provide recycling information during the broadcast.  

The next five Concepts would support the activities of the Waste Prevention and Market Development Division and the Office of Integrated Education.  The activities are funded through the Used Oil Fund or a combination of funds but the WPMD and the OIE will provide contract management and related services.  

· This Concept provides Board sponsorship of California Heartland (IWMA Concept 18).  The Oil Program will fully fund this Concept and WPMD will administer the project.

· The Program provides continued support of the CalMax and WRAP Program (IWMA Contract Concept 19).  This project is split funded with the Integrated Waste Management Account, the Tire Fund and the Oil Fund ($33,333).

· The Program provides continued support of the annual Recycled Product Trade Show (IWMA Contract Concept 34).  This project is split funded with the Integrated Waste Management Account, the Tire Fund and the Oil Fund ($50,000).

· This concept provides for an interagency agreement with the California Air Resources Board to fund electric mulching mower rebate programs in participating jurisdictions throughout the State (IWMA Concept 42).  This project is split funded with the Integrated Waste Management Account and the Oil Fund ($25,000).

· The Program continues further support of the Earth Resources curriculum - a Used Oil Case Study where an assessment of the curriculum will take place (IWMA 8).  This Contract Concept will be split funded with Oil Fund ($25,000).  

Key Issues

Board Members expressed an interest in annually reviewing the Used Oil Fund condition and proposed allocation of the Used Oil Fund.  Staff has provided the Board with a list of proposed Contract Concepts to allow Board Members to consider them for approval in November 2001.  Once approved, staff shall bring to the Board for approval a Scope of Work and award of contract.  Additionally, upon completion of the research study by PRI, Program staff plans to develop a Used Oil Branch five-year plan to direct the focus and goals of the Used Oil Program and to identify the priorities of the program.

Fiscal Impacts
The Fund projection displayed in Attachment 2 is based on both revenue and expenditure projections.  Revenues and primary expenditures from the fund have been stable and are projected to remain so in future years.  Reversion from prior year encumbrances will provide limited additional available revenue, however the amount is uncertain at this time.  Staff is confident that a $1 M reserve is a prudent level considering that some reversion will occur and that expenditure and revenue estimates are accurate.  Due to fund condition changes, staff will periodically review projected revenues and current disencumbrance/spending activity to determine if any revisions to the FY 2001/2002 allocation levels are necessary. 

Findings
The updated California Used Oil Recycling Fund Condition Report supports the allocation levels as shown in Attachment 2.  Allocations for promotional activities are prudent considering the funds available, statutory expenditure guidelines and biennial grant funding cycles.  Allocations for the outreach and educational expenditures shown in Table 1 and for the proposed Contract Concepts are for the highest priorities of the Program.

VI.
FUNDING INFORMATION
Amount Proposed to Fund Item: $2,150,107

Fund Source:
	X
	Used Oil Recycling Fund


Proposed From Line Item:
	X
	Consulting & Professional Services


VII.
ATTACHMENT

1.
Used Oil Fund Allocation Priorities

2.
Used Oil Recycling Fund: Projection of Revenue and Expenditures

3.
Summary of Promotional Activity – Education/Outreach Proposed Expenditures

4.
FY 2001/2002 Used Oil Program Contract Concepts

5.
WPMD Contract Concepts with Used Oil Funding

6.
OIE Contract Concept with Used Oil Funding

7.
Resolution Number 2001-420

VIII. CONTACTS

Name:  Kristin Yee






Phone:  (916) 341-6444
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