Beverage Container
Recycling Program Reform

GalRecyclesd

Public Comment Form




Name: Ralph Simoni

Representing: California/Nevada Soft Drink Association
Email: rsimoni@caladvocates.com

Phone: (916) 441-5050

Please provide your comments in the boxes below.

1. Ensure Integrity of Program Payments Made

1a. Daily Load Limits

How useful would this concept be in reforming the recycling program?

O Critical @ Somewhat Useful O Irrelevant

Not a core issue for the soft drink industry.

1b. Mark Failure to Remit CRV Collected a Crime

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful @ Irrelevant

CNSDA members represent approximately 65% of beverage distributors who report
and pay CRV payments to CalRecycle. Additionally, the beer and beverage
wholesalers are most of the remainder of other entities that pay and report CRV.
Taken together, these entities comprise well over 95% of the entities that report and
pay CRV. CNSDA members and the beer and most beverage wholesalers have a
proven track record of reporting and payment for the first 25 years of the program.
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1c. Post a Security Bond

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful @ Irrelevant

It wouldn't make sense for beverage distributors/manufacturers who have
participated in the program for 25 years to post a security bond. However, it might
make sense for those who subsequently participate in the program to ensure some
level of compliance, but such security bond should not be a a barrier to entry for
participation in the program.

1d.Require an Application Fee

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful @ Irrelevant

Same general response as above.

le. Require Use of DORIIS

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful O Irrelevant

Not familiar with this concept and do not know what benefits would be derived.



2. Modernize Program Operations

2a. Modernize Redemption Fee Structure

How useful would this concept be in reforming the recycling program?

O Critical @ Somewhat Useful O Irrelevant

Because of the myriad of possible "modernization" possibilities, it is very difficult to
answer this question with any precision. However, the potential for modernization of
the redemption fee structure is a worthy topic of future discussion and refinement.
For example, during the July 10 workshop, CalRecycle discussed various concepts
such as (1) the ability to make payments via electronic funds transfer. This would
enable CalRecycle to more efficiently and expeditiously receive CRV payments.
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2b. Modernize Process Fee Structure

How useful would this concept be in reforming the recycling program?

O Critical @ Somewhat Useful O Irrelevant

Clearly, a "modernization" of the PF deserves to be a component of any reform
discussions. The PF is a very complicated concept from the initial phase of
calculation of the cost to recycle components to the actual payment/collection
obligation. Hopefully, this will be the subject of considerable workshop discussion
and analysis.

With regards to the July 10 workshop suggestion to collect PF at the point-of-sale,
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2c. Modernize CZ/Handling Fee Structure

How useful would this concept be in reforming the recycling program?

@ Critical O Somewhat Useful O Irrelevant

While much has changed since the law was originally designed (e.g., the evolution of
curbside recycling during the past 25 years), other components such as the 1/2 mile
radius and $2 million threshold for locating CZ have not been altered. CNSDA
believes that the concept of "convenience" and the CZ infrastructure needs to be
realigned with present day realities of consumer recycling behavior.

Furthermore, the HF associated with CZ's was never intended to be a perpetual
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2d. Modernize Calculation/Application of Commingled Rates

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful O Irrelevant

Not a core issue to CNSDA.

2e. Shift Payment of CRV to Dealers

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful @ Irrelevant

See comments above.

As to the suggestion of shifting the burden to report/pay CRV from distributors to
dealers, this concept requires more in-depth analysis and discussion. CalRecycle
gave the rationale that there are 4000 distributors which is difficult to track, but we
question whether the shift of responsibility would streamline the process and thereby
save administrative costs. There is likely an exponential increase from 4000
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2f. Shift Payment of Processing Fee to Dealers

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful @ Irrelevant

In the abstract, a shift of payment responsibility is irrelevant and would accomplish
nothing.

However, as noted under the discussion of 2 b above, a shift in responsibility must
be evaluated with the concept of PF collection at retail point-of-sale. Absent a
requirement that PF be paid at the point-of-sale, we believe that merely shifting
responsibility would be of minimal benefit and would again invoke the phrase of "if it
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2g. Criteria for distribution of unspent Fund balance

How useful would this concept be in reforming the recycling program?

@ Critical O Somewhat Useful O Irrelevant

Obviously, this is the most important and contentious aspect of reform. See
discussion under 3b below.

In addition, we would suggest that CalRecycle itself consider internal efficiencies
that would reduce the amount of administrative overhead that appears to grow in

both PY's and dollar amount year over year. We each contribute to the structural

deficit and we each have an obligation to contribute to the solution.

3. Improve Cash Flow/Increase Receivables

3a. Increase Interest Assessment Percentage for Underpayment/Late
Payment

How useful would this concept be in reforming the recycling program?

O Critical G Somewhat Useful @ Irrelevant

Before engaging in this discussion, we need additional information on the extent to

which underpayment/late payment is a problem and in what areas of the program it
most frequently occurs.

3b. Include all ‘Ready-to-Drink’ Beverages to the Program

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful @ Irrelevant

As stated by Cal Recycle at the July 10 workshop, expansion to additional beverages

is inconsistent with reform to establish fiscal stability and any expansion should await
correction of the structural deficit.



3c. Assess Fee to Process Applications and Hardcopy Reporting Forms

How useful would this concept be in reforming the recycling program?

O Critical O Somewhat Useful @ Irrelevant

In our opinion, this topic needs to be evaluated in the context of whether it would
reduce Cal Recycle PY's and overall administrative cost to the program. If it will
merely impose additional burdens on private sector participants without any
corresponding reduction in overall administrative costs, then reform in this area
becomes irrelevant.

As to an access fee to process applications and hardcopy reporting forms, this raises
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3d. Reduce the following PRC 14581 (approx. $73.5M):
e Curbside Supplemental - $15M
e City & County Payments -510.5M
e Plastic Market Development Payment - $10M
e Quality Incentive Payment - $10M
e Public Outreach & Education - $5M
e Competitive & LCC Grants — approx. $23M

How useful would this concept be in reforming the recycling program?
O Critical @ Somewhat Useful O Irrelevant

Rather than merely "reduce" the above enumerated items, the metric of each
individual item should be evaluated to determine it's justification and how it
contributes goals/objectives of the program. For example, to what extent does the
PMD increase scrap value to avoid a PF and incentivize the location of
California-based end-use facilities. Likewise, any reforms/reduction of these 14581
obligations needs to be balanced with previously discussed structural reforms.

3e. Find Alternative Funding Source for Local Community Conservation Corps

How useful would this concept be in reforming the recycling program?

O Critical @ Somewhat Useful O Irrelevant

Most objective sources who have evaluated the local CCC agree that it is a worthy
program, but that it has no nexus to the beverage container recycling program other
than as a funding source. Again, either find and alternative funding source nor
establish verifiable metrics to determine the extent to which the local CCC's
contribute to the overall objectives of the program.



3f. Reduce Amount of Processing Fee Offset

How useful would this concept be in reforming the recycling program?

O Critical @ Somewhat Useful O Irrelevant

The PF offset is certainly a topic for discussion, but should be coupled with a
discussion regarding the continued requirement of processing payments (PP) a to
recyclers. The PF offset is very important to CNSDA members and any
reduction/elimination would impose a significant burden on the soft drink industry and
its customers. In our opinion, in the reduction in the PF offset should the linked to a
discussion about the continued requirement of a PP.
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3g. Re-Evaluate Need for Administrative Fee Offset/Payments

How useful would this concept be in reforming the recycling program?

O Critical @ Somewhat Useful O Irrelevant

Administrative fee offsets/payments deserve to be a topic of discussion in the context
of overall reform.

However, the cost incurred by the private sector to comply with the various program
reporting requirements is both significant and ongoing. Although there may be
periods of time when no changes are necessary, the private sector constantly needs
to revise software programs and institute internal processes to comply with the
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Additional Comments:

CNSDA would suggest two approaches to the overall reform effort.

First, CalRecycle should engage the services of outside experts to prepare an
analysis of the program. In addition to an overall economic and efficiency analysis,
there are many new environmental metrics that could be used to more clearly focus
the program on its major goals and objectives. For example, the recent
environmental metric of a "life cycle analysis" can be used to determine whether a
particular program mandate is the overall most environmentally efficient approach to
addressing such goal and, if not, provide guidance for program reform. This type of
objective third-party expertise would likely be helpful in overcoming individual
participant self-interest.

Second, CalRecycle should assign a dollar number to to the various reform
proposals as the participant workshop process evolves. As we understand the
structural solvency issue, at the current 82% recycling rate there is approximately a
$95 million program imbalance that needs to be resolved in future years. Assigning a
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	1aText: Not a core issue for the soft drink industry.
	1cRating: Irrelevant
	1dRating: Irrelevant
	1bRating: Irrelevant
	1aRating: Somewhat
	1eRating: Off
	2aRating: Somewhat
	2bRating: Somewhat
	2cRating: Critical
	2dRating: Off
	2eRating: Irrelevant
	2fRating: Irrelevant
	2gRating: Critical
	3aRating: Irrelevant
	3bRating: Irrelevant
	3cRating: Irrelevant
	3dRating: Somewhat
	3eRating: Somewhat
	3fRating: Somewhat
	3gRating: Somewhat
	1bText: CNSDA members represent approximately 65% of beverage distributors who report and pay CRV payments to CalRecycle.  Additionally, the beer and beverage wholesalers are most of the remainder of other entities that pay and report CRV. Taken together, these entities comprise well over 95% of the entities that report and pay CRV.  CNSDA members and the beer and most beverage wholesalers have a proven track record of reporting and payment for the first 25 years of the program. 
Before making it a crime for the failure to remit CRV, analysis should be undertaken to determine (1) the extent to which this is a sufficient problem and (2) whether making it a crime would induce prompt reporting and payment. We should avoid making it a crime if it is ineffective and could merely inadvertently ensnare those who have historically been in compliance.
	1cText: It wouldn't make sense for beverage distributors/manufacturers who have participated in the program for 25 years to post a security bond. However, it might make sense for those who subsequently participate in the program to ensure some level of compliance, but such security bond should not be a a barrier to entry for participation in the program.
	1dText: Same general response as above.
	1eText: Not familiar with this concept and do not know what benefits would be derived.
	2aText: Because of the myriad of possible "modernization" possibilities, it is very difficult to answer this question with any precision. However, the potential for modernization of the redemption fee structure is a worthy topic of future discussion and refinement.
For example, during the July 10 workshop, CalRecycle discussed various concepts such as (1) the ability to make payments via electronic funds transfer. This would enable CalRecycle to more efficiently and expeditiously receive CRV payments. Also, the concept of eliminating the ability to designate a third-party to report for a distributor could be discussed, but before changes are made the magnitude of the problem and/or audit difficulties should be clearly defined because this concept is important in the commercial relationship of various parties.

	2bText: Clearly, a "modernization" of the PF deserves to be a component of any reform discussions.  The PF is a very complicated concept from the initial phase of calculation of the cost to recycle components to the actual payment/collection obligation. Hopefully, this will be the subject of considerable workshop discussion and analysis.
With regards to the July 10 workshop suggestion to collect PF at the point-of-sale, this topic requires considerable evaluation and the input of impacted stakeholders.  While collection of PF at point-of-sale arguably embodies the original concept that packages that are more expensive to recycle should be known to the consumer who can then make an educated purchase decision.  A thorough discussion is necessary to balance logistical barriers such as here-over-year PF changes that would pose collection challenges to retailers at the point of sale against the conceptual purity of the PF.  
	2cText: While much has changed since the law was originally designed (e.g., the evolution of curbside recycling during the past 25 years), other components such as the 1/2 mile radius and $2 million threshold for locating CZ have not been altered.  CNSDA believes that the concept of "convenience" and the CZ infrastructure needs to be realigned with present day realities of consumer recycling behavior.
Furthermore, the HF associated with CZ's was never intended to be a perpetual subsidy, but merely a temporary assistance to ensure that the program was properly established with consumer convenience.  
In addition to CZ and HF modernization, CNSDA believes that the concept of retailer "in-store take back" should be revisited and eliminated.  With a mature program and ingrained consumer behavior, CNSDA believes there is a need to revisit the in-store take back mandate.  Also, an increase in the number of CZ exemptions should be revisited in concert with the1/2 mile HF reform.
	2dText: Not a core issue to CNSDA.
	2eText: See comments above.
As to the suggestion of shifting the burden to report/pay CRV from distributors to dealers, this concept requires more in-depth analysis and discussion. CalRecycle gave the rationale that there are 4000 distributors which is difficult to track, but we question whether the shift of responsibility would streamline the process and thereby save administrative costs. There is likely an exponential increase from 4000 distributors to potentially tens of thousands of retail outlets  restaurants, and other venues with varying degrees of compliance sophistication that would need to report.
Absent significant analysis, this concept lends itself to the statement that "if it ain't broke, don't fix it."

	2fText: In the abstract, a shift of payment responsibility is irrelevant and would accomplish nothing.
However, as noted under the discussion of 2 b above, a shift in responsibility must be evaluated with the concept of PF collection at retail point-of-sale. Absent a requirement that PF be paid at the point-of-sale, we believe that merely shifting responsibility would be of minimal benefit and would again invoke the phrase of "if it ain't broke, don't fix it."
	2gText: Obviously, this is the most important and contentious aspect of reform.  See discussion under 3b below.
In addition,  we would suggest that CalRecycle itself consider internal efficiencies that would reduce the amount of administrative overhead that appears to grow in both PY's and dollar amount year over year. We each contribute to the structural deficit and we each have an obligation to contribute to the solution.
	3aText: Before engaging in this discussion, we need additional information on the extent to which underpayment/late payment is a problem and in what areas of the program it  most frequently occurs.
	3bText: As stated by Cal Recycle at the July 10 workshop, expansion to additional beverages is inconsistent with reform to establish fiscal stability and any expansion should await correction of the structural deficit.
	3cText: In our opinion, this topic needs to be evaluated in the context of whether it would reduce Cal Recycle PY's and overall administrative cost to the program.  If it will merely impose additional burdens on private sector participants without any corresponding reduction in overall administrative costs, then reform in this area becomes irrelevant.
As to an access fee to process applications and hardcopy reporting forms, this raises several questions. With regards to an access fee to process applications, this would seem to be inappropriate as the program is a function of government that should be covered by the unredeemed account. As to requiring hardcopy reporting forms, this is contrary to the technological advances in commerce that seek to avoid hardcopy cost for both efficiency and environmental reasons.
	3dText: Rather than merely "reduce" the above enumerated items, the metric of each individual item should be evaluated to determine it's justification and how it contributes goals/objectives of the program. For example, to what extent does the PMD increase scrap value to avoid a PF and incentivize the location of California-based end-use facilities. Likewise, any reforms/reduction of these 14581 obligations needs to be balanced with previously discussed structural reforms.
	3eText: Most objective sources who have evaluated the local CCC agree that it is a worthy program, but that it has no nexus to the beverage container recycling program other than as a funding source. Again, either find and alternative funding source nor establish verifiable metrics to determine the extent to which the local CCC's contribute to the overall objectives of the program.
	3fText: The PF offset is certainly a topic for discussion, but should be coupled with a discussion regarding the continued requirement of processing payments (PP) a to recyclers.  The PF offset is very important to CNSDA members and any reduction/elimination would impose a significant burden on the soft drink industry and its customers.  In our opinion, in the reduction in the PF offset should the linked to a discussion about the continued requirement of a PP.
As CNSDA noted at the July 10 workshop, the PF offset needs to be reconciled with the payment of PF by the consumer at point-of-sale.  To the extent  some portion of the PF is collected from the consumer at the point-of-sale, the PF offset could be significantly reduced, if not eliminated.  However, the actual amount of PF collection at point-of-sale needs to be balanced with the overall impact of the cost to the consumer and any adverse marketplace impact (e.g., a portion of the PF could be paid by the consumer and another portion reimbursed by the unredeemed account in order to avoid the potential logistical problems previously discussed."
	3gText: Administrative fee offsets/payments deserve to be a topic of discussion in the context of overall reform.
However, the cost incurred by the private sector to comply with the various program reporting requirements is both significant and ongoing.  Although there may be periods of time when no changes are necessary, the private sector constantly needs to revise software programs and institute internal processes to comply with the changing landscape of the program over time. The administrative fee offsets/payments are intended and justified to compensate the private sector for program compliance.

	OtherComments: CNSDA would suggest two approaches to the overall reform effort.
First, CalRecycle should engage the services of outside experts to prepare an  analysis of the program.  In addition to an overall economic and efficiency analysis, there are many new environmental metrics that could be used to more clearly focus the program on its major goals and objectives. For example, the recent environmental metric of a "life cycle analysis" can be used to determine whether a particular program mandate is the overall most environmentally efficient approach to addressing such goal and, if not, provide guidance for program reform.  This type of objective third-party expertise would likely be helpful in overcoming individual participant self-interest.
Second, CalRecycle should assign a dollar number to to the various reform proposals as the participant workshop process evolves.  As we understand the structural solvency issue, at the current 82% recycling rate there is approximately a $95 million program imbalance that needs to be resolved in future years. Assigning a monetary value to the various reform concepts would likely assist in determining whether the structural deficit has been resolved and which program participants are contributing to the solution.
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