stakeholder workshop

electronic waste administrative regulations (sb 20)

regulatory issue:  payments for recovery and recycling
	I.  issue
	One of the core purposes of SB 20 is the establishment of a system to provide cost-relieving payments to certain entities involved in covered electronic product management.  At issue is the nature of this payment system: how much, to whom, and when?  This document outlines possible fundamental approaches for recovery and recycling payments during an initial 2004/2005 implementation phase.

	II.  relevent statute
	Section #:  42477, 42478, and 42479

	
	42477.  On July 1, 2004, and on July 1 every two years thereafter, the board in collaboration with the department shall establish an electronic waste recovery payment schedule for covered electronic wastes generated in this state to cover the net cost for an authorized collector to operate a free and convenient system for collecting, consolidating and transporting covered electronic wastes generated in this state.  The board shall make the electronic waste recovery payments either directly to an authorized collector or to a covered electronic waste recycler for payment to an authorized collector pursuant to this article.

42478.  On July 1, 2004, and on July 1 every two years thereafter, the board, in collaboration with the department shall establish a covered electronic waste recycling payment schedule for covered electronic wastes generated in this state to cover an electronic waste recycler's net cost to receive, process, and recycle a covered electronic device from an authorized collector.  The board shall make the electronic waste recycling payments to a covered electronic waste recycler pursuant to this article.

42479.  (a) (1) The board shall make electronic waste recovery payments and electronic waste recycling payments for the collection and recycling of covered electronic waste to an authorized collector or covered electronic waste recycler, respectively, upon receipt of a completed and verified invoice submitted to the board by the authorized collector or recycler in the form and manner determined by the board.

   (2) To the extent authorized pursuant to Section 42477, a covered electronic waste recycler shall make the electronic waste recovery payments to an authorized collector upon receipt of a completed and verified invoice submitted to the recycler by the authorized collector in the form and manner determined by the board.  

 (b) An e-waste recycler is eligible for a payment pursuant to this section only if the e-waste recycler meets all of the following requirements:

   (1) The e-waste recycler is in compliance with applicable requirements of Article 6 (commencing with Section 66273.70) of Chapter 23 of Division 4.5 of Title 22 of the California Code of Regulations.

   (2) The e-waste recycler demonstrates to the board that any facility utilized by the e-waste recycler for the handling, processing, refurbishment, or recycling of covered electronic devices meets all of the following standards:

   (A) The facility has been inspected by the department within the past 12 months and had been found to be operating in conformance with all applicable laws, regulations and ordinances.

   (B) The facility is accessible during normal business hours for unannounced inspections by state or local agencies.

   (C) The facility has health and safety, employee training, and environmental compliance plans and certifies compliance with the plans.

   (D) The facility meets or exceed the standards specified in Chapter 1 (commencing with Section 1171) of Part 4 of Division 2 Division 4 (commencing with Section 3200), and Division 5 (commencing with Section 6300), of the Labor Code or, if all or part of the work is to be performed in another state, the equivalent requirements of that state.
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	III.  assumptions
	Introduction

These possible approaches present a simplified first phase of SB 20 implementation.  The overarching intent is to establish the basic structure of a payment system and begin making payments to qualified entities as quickly as possible.  The long-term plan is to fully implement SB 20 and all of its provisions when there is sufficient revenue to do so.  An initial simplified approach will allow for rapid implementation and provide the opportunity to conduct the cost studies necessary to adjust the payment system in the future.  If the actual numbers (volumes, revenues and costs) show that the current fee level will support higher payments, then payments could be increased to cover more aspects of a collection and recycling system.  If not, then the consumer fee may need to be raised to a higher level in 2005 or later to support more comprehensive payments.

Assumptions

The three approaches presented are grounded in the following common assumptions:

A. Systems are meant to ensure that the fund remains solvent, so that no qualifying invoices go unpaid.  Balancing the projected revenue with the projected payment demand is impossible with the quality of the data currently available.  Estimates vary widely, but assumptions include:

· ~7 million units (covered electronic products as currently scoped) are sold annually

· ~2 to ~5 million units normally need recycling annually

· ~2 million units will come out of the legacy stockpile (estimated at ~6 million units) for each of 
 the next three years to meet the statutory goal of stockpile elimination by 2007

If the sales (revenue) projection is about right and the actual recovery is at the high end of the estimate, then ~7 million units will be sold and ~7 million units will be recovered.

In this scenario, an average $8 per unit enters the system from the consumer fee and, to be prudent, no more than $8 per unit should be allocated for payments.  Of course, this amount must be adjusted for program overhead (fee collection, administration, auditing, enforcement, etc) that will vary with the complexity of each approach.  All approaches proposed herein anticipate dedicating this “net revenue” on a per unit basis (or the per pound equivalent) to the payment system, although each approach does so differently.  For purposes of approach discussion only, please assume a simplified, undifferentiated $7 per unit payment.  If actual revenues were seen to far exceed the actual recycling and recovery payment demand, then the amount of the payment per unit/pound/ton could be increased prior to the end of the first phase of implementation.

B. Simplified systems can meet the tight timeframes for implementation and will minimize the system’s overhead, so payments can be paid sooner and maximized within the revenue constraints.
C. The consumer fee is charged on all sales of covered electronic products, regardless of consumer sector, therefore any payment system must equitably relieve the cost burden of managing covered electronic devices generated by all consumer sectors (personal, business, government, etc).
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	III.  assumptions (continued)
	D. Phased implementation—During the initial 2004-2005 implementation phase, the payment system would be greatly simplified to ensure successful implementation and continued fund solvency.  Without access to actual data in several areas, it is premature to propose a finely tuned, permanent recovery and recycling payment system.  During this initial period, crucial information could be collected on the:

· Amount of revenue generated through fee collection (e.g., identification of covered items, potential revenue, collected revenue)

· Overhead costs (CIWMB, DTSC and BOE startup and ongoing overhead needs)

· Costs and net costs incurred by Collectors and Recyclers

· Volumes of material actually flowing through the collection and recycling system

The information, once obtained, would be used to determine the appropriate level for the consumer fee and/or to refine, retool, or overhaul the recovery and recycling payment system in subsequent phases.
E. In approaches that direct payments only to recyclers, it is anticipated that the benefit would be passed through as a discount to the authorized collector when the recycler accepts the covered electronic devices (in these approaches the recycler could receive a small administrative handling fee).  Collection activities “upstream” of an authorized collector who delivers the covered electronic devices to the recycler should benefit from reduced costs in the system but would not be reimbursed individually.
F. The CIWMB acknowledges the discrepancy between the universe of covered electronic device recyclers as defined by SB 20 and the universe consisting of standardized and RCRA permitted hazardous waste facilities that recycle covered electronic devices and the CRT Material Handlers that are authorized to recycle CRT devices.  For purposes of this document, CIWMB assumes that the universe of covered electronic device recyclers subject to SB 20 will be the larger universe of recyclers as defined in SB 20.  Accordingly, when used in this document, "DTSC-Authorized and Inspected Recycler" refers to a covered electronic device recycler, as defined in SB 20, that is eligible to receive payment from CIWMB.
G. The CIWMB assumes that recyclers who receive payment will maintain a system that adequately demonstrates that the covered electronic devices have been dismantled in a manner that precludes any potential future claims to CIWMB for reimbursement for the recycling of those devices or their components.
H. It is generally expected that any system would rely on the paid invoices that represent the transaction between the last authorized collector to handle an item and the recycler who accepts it for “cancellation” (at a final destination).  These paid invoices will be used to substantiate that an item has been canceled and thus the reimbursement can be made.  If there is not adequate enforcement of the recyclers (in-state or out-of-state), then post-acceptance and post-reimbursement stockpiling, or multiple accounting for the same material, may become an issue.
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	IV.  approach #1
	Description

payments made directly to authorized collectors for covered electronic devices collected in california and sent either to an in-state dtsc-authorized and inspected recycler or to an out-of-state recycler 
Recovery payments made directly to an authorized collector based on submission of paid invoices showing cancellation of the covered electronic devices in a way that ensures that there can be no other claims on the same items (delivered to an in-state covered electronic device recycler for processing (cancellation) or delivery to an out-of-state facility for processing (cancellation), and perhaps other situations).

The collector that delivers covered electronic devices to a final destination would send a periodic (monthly? / quarterly?) report to the CIWMB with copies of all the paid invoices from the prior period.  After claim review and approval, the CIWMB would send the collector a reimbursement of ~$7 per unit (or the per pound equivalent) delivered to a final destination.

Recyclers would receive no direct reimbursement but may benefit from increased volumes in the system.

	
	Assumptions  (See common assumptions in previous section)

It is assumed that measures will be needed to ensure that covered electronic devices sent out-of-state is treated in accordance with statute, and it will be canceled in an appropriate way that keeps it from re-entering the system.  

	
	Advantages

· Collectors would directly receive the reimbursements from the CIWMB.

· Collectors would receive payments on covered electronic devices regardless of state or country where it was sent as long as it conformed to statute.

· This is the most flexible approach in relation to future increases in the payment amounts, because the benefit is not limited to the fee charged by recyclers.  Instead, the benefit could be set at any per unit or per pound rate.

	
	Disadvantages
· More players in the payment system increase complexity and overhead, resulting in less money for actual payments.

· More chance for duplicate payments.

· Rather than getting a discount at the time of delivery to a recycler (see Approach #2), the collector would need to wait for a reimbursement check from the CIWMB.

· Higher chance of the same unit making multiple passes through the system because out-of-state controls could not be as tight as in-state controls.
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	V.  approach #2
	Description

payments made to dtsc-authorized and inspected recyclers to provide discount to authorized collectors for covered electronic devices collected in california 

· Recovery payments made directly to in-state (DTSC-approved) recyclers based on submission of paid invoices from authorized collectors representing covered electronic devices that had been delivered and processed (cancelled).

· The recycler would send a periodic (monthly? quarterly?) report to the CIWMB with copies of all the paid invoices from the prior quarter.  After review and approval of the claim, the CIWMB would reimburse the recycler ~$7 per unit (or the per pound equivalent) that was processed (cancelled).

· The authorized collector would receive a visible discount of  ~$7 per unit (or the per pound equivalent) when the material was delivered to the recycler.

· Recyclers could receive a small percentage for handling/administrative costs but should mainly benefit from increased volumes in the system.

	
	Assumptions  (See common assumptions at beginning of this document.)

It is assumed that the ~$7 benefit would result in a significant reduction in the amount charged by recyclers to authorized collectors, but not exceed the amount normally assessed to accept covered electronic devices.  Otherwise, the full benefit is not passed on to the collector.

	
	Advantages
· Collectors will receive a substantial discount when they deliver covered electronic devices for recycling.

· Collectors will receive their benefit when the material is delivered rather than waiting for payment.

· Simplest system with the fewest program participant transactions and the lowest overhead, so more money is available for payments.

· Lowest chance for fraud or duplicate payments and fewer entities to audit.

	
	Disadvantages

· Recyclers would need to provide an upfront discount and then wait for reimbursement from the CIWMB.

· The savings from the discount should be visible to assure the collectors that they are receiving full benefit of the system 

· Only provides a benefit for covered electronic devices recycled at the DTSC-authorized recyclers and not to material sent out-of-state.
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	VI.  approach #3
	Description

payments made to dtsc-authorized and inspected recyclers to provide discount to authorized collectors for covered electronic devices recycled within california & payments made directly to authorized collectors for covered electronic devices sent outside the state 

Overall

· This approach seeks to balance the need for authorized collectors to receive reimbursement of some type for both covered electronic devices handled (canceled) within California and covered electronic devices sent to other final destinations outside the state.

· It also attempts to lower overhead and complexity by simplifying reporting within California and thus reducing the numbers of players in the system, invoices, and individual payments.

In-State Final Destinations

· Recovery Payments made directly to in-state (DTSC-approved) Recyclers based on submission of paid invoices from authorized collectors representing covered electronic devices that had been processed (canceled).

· The Recycler would send a periodic (monthly? quarterly?) report to the CIWMB with copies of all the paid invoices from the prior quarter.  After reviewing and approving the claim, the CIWMB would send the Recycler a reimbursement of ~$7 per unit (or the per pound equivalent) that was processed (canceled).

· The Collector would receive a discount of  ~$7 per unit (or the per pound equivalent) when the material was delivered to the in-state recycler.

· In-state Recyclers could receive a small percentage for handling / administrative costs, and may benefit from increased volumes in the system.

Out-of-State Final Destinations

· Recovery Payments made directly to a Collector based on submission of paid invoices showing cancellation of the covered electronic device in a way that ensures that there can be no other claims on the same item.

· The Collector that delivers covered electronic devices to a final destination would send a periodic (monthly? quarterly?) report to the CIWMB with copies of all the paid invoices from the prior period.  After reviewing and approving the claim, the CIWMB would send the Collector a reimbursement of ~$7 per unit (or the per pound equivalent) delivered to a final destination. 

	
	Assumptions (See common assumptions at beginning of this document.)
Overall – The current reality of e-waste collection in California is that it involves a range of participants and destinations that cross state boundaries.  

In-State Final Destinations

· It is assumed that the ~$7 benefit would result in a significant reduction in the acceptance fee charged by Recyclers to Collectors, but not exceed the amount of the acceptance fee.  Otherwise, the full benefit is not passed on to the collector.
Out-of-State Final Destinations

· It is assumed that measures will be needed to ensure that covered electronic devices sent out-of-state is treated in accordance with statute, and it will be canceled in an appropriate way that keeps it from re-entering the system.
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	VI.  approach #3 (continued)
	Advantages

Overall

· Both in-state and out-of-state situations covered.

In-State Final Destinations

· Collectors will receive a substantial discount when they deliver covered electronic devices for recycling.

· Collectors will receive their benefit when the material is delivered rather than waiting for payment.

· Simplest system with the fewest participants and the lowest overhead, so more money for payments.

· Lowest chance for fraud or duplicate payments and fewer entities to audit.

Out-of-State Final Destinations

· Collectors would receive direct the reimbursements from the CIWMB.

· Collectors would receive payments on covered electronic devices regardless of state or country where it was sent as long as it conformed to statute.

	
	Disadvantages

Overall

· Higher complexity and overhead than Approach #1 and even perhaps Approach #2.

In-State Final Destinations

· Recyclers would need to provide an upfront discount and then wait for reimbursement from the CIWMB.

· The savings from the discount should be visible to assure the collectors that they are receiving full benefit of the system.

Out-of-State Final Destinations

· More players in the payment system increase complexity and overhead, resulting in less money for actual payments.

· More chance for duplicate payments if the paid invoices from the recyclers are not tracked carefully.

· The collector would need to wait for a reimbursement check from the CIWMB.

· Higher chance of the same unit making multiple passes through the system because controls out-of-state could not be as tight as in-state controls.
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