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STAFF REPORT
To: SBWMA Board Members
From: Joe La Mariana, Executive Director
Date: May 24, 2018 Board of Directors Meeting
Subject: Executive Director’s Report

The following projects and initiatives highlight staff efforts since the last Board meeting:

1. Administration & Finance:

A. FEY18/19 Draft Budget-Finance Committee Completes Review; Recommends Board Consideration On May 10t
the Finance Committees completed their final review of the Draft FY18/19 Operating Budget and
recommended that it be forwarded for Board consideration. This document is item 5A on today’s agenda.
As you know from previous discussions, there are many driving factors that have shaped this year’s draft
budget, including the international commodity market collapse and the agency’s anticipated need for
significant capital investment during the next few years. These factors have been thoughtfully considered
by Staff and the Finance Committee to provide the most effective and creative strategies possible, as we
move the program into FY18/19 and beyond. At today's meeting, Staff will provide an overview of these
capital needs which fall into three buckets:

1. Routine Site Improvements: Required in our role as property owner and landlord.

2. Carryover Projects from FY17/18: Necessary projects that were displaced due to Staff/
SBR’s diverted attention to the commaodity crisis.

3. Special Projects for the Future: ~ MRF enhancements to improve the quality of materials
to maximize their marketability (phase 1); Conducting a
Food-to-Energy Pilot.

With consideration of Board comments provided during today’s discussion, a modified, final FY18/19
Budget will be presented for final Board consideration at the June 28" meeting.

Based on Chair Bronitsky’s spirited request at the April meeting, Staff is excited to provide special
facility tours for our Board and TAC members on May 21st, 22nd and 2314 to highlight the needs of
the facility that will be discussed during Budget consideration. Please be sure to RSVP to Cyndi on
your preferred day/time for one of the five options offered, or we will schedule an alternative time/date that
works for your busy schedules. There’s really no substitute to getting right down in the ops trenches to see
our program needs firsthand as these important decisions are presented for your consideration. There are
no fancy water slides or waterslides on our tour, but | do promise that this will be a memorable experience!

B. Administrative Services-There's a New Financial Sheriff in Town:
New Senior Finance Manager, John Mangini, joined our team on May 7t. During his early (and active!)
onboarding process, John has been working with Staff and stakeholders, while engaging with agency
priorities. Marshall Moran returns on May 28t to continue John's technical training plan and to lead this
year's (2019) Contractor Compensation Adjustment Application process with the technical support of HFH
consulting. Among John’s assignments and at Finance Committee direction, he is currently researching the
economic feasibility of refunding (aka “refinancing”) of the agency’s Series 2009A Bonds. Current lending
rates appear to suggest potential savings so this may be a great way to fund some of our future capital
needs with minimal impact to our ratepayers. John will report out on his findings at the June Board meeting.
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R3 consulting is conducting its annual financial and operational systems audits of our contractors Recology
and SBR. These reviews, of course, provide critical independent system integrity checks on behalf of our
Board and ratepayers. As in the past, results will be reported out at the June Board meeting.

C. Disposal/Landfill Services-Final Steps Completed for RFP Process:
Through a recent Request for Qualifications process, HFH Consulting (HFH) has been selected to conduct
the agency’s upcoming public procurement process (RFP) for disposal services at the expiration of the
current 15-year agreement with Republic Services at their Ox Mountain landfill in Half Moon Bay (December
31, 2019). HFH will sub-contract with SCS Engineers to review the technical performance attributes of all
qualified RFP responses. Here is a preliminary project timeline of key RFP milestones-firm dates will be
provided at the June Board meeting:

Mid-summer 2018: RFP Issued

Late summer 2018: RFP Responses Due

Sept. 27, 2018: BOD Meeting—Board review of preliminary responses
Nov.15, 2018 or

Jan. 24, 2019: BOD Meeting—Draft Disposal Agreement consideration

D. Committee Updates:
1. Legislative & Regulatory Committee (Executive Committee) (5/7)
Staff is working on the following priority items:

AB1125 Letter (Attachment A): This letter requests that the state agency, Department of
Toxic Substance Control (DTSC), that's designated to enforce the responsible drop-off of
rechargeable (lithium ion) batteries at local retailers (that sell them) occurs in San Mateo
County. Currently, the law does not appear to be enforced. We've also contacted our state
legislators to support this request. To date, there's been no DTSC response.

Cap and Trade Expenditures: CalRecycle Funding Letter (May 9, 2018) (Attachment B):
This joint letter addressed to the respective Budget Chairs of the California State Senate and
State Assembly sent a powerful request to designate at least $100M/year from this year's
budget to fund additional organics processing infrastructure projects throughout the state. The
“sign on” list of supporting organizations and agencies is a strong show of solidarity and is a
virtual “who’s who” in the environmental industry. This infrastructure expansion is desperately
needed to handle the massive amount of new organics materials that will be diverted as
statewide jurisdictions become compliant with new laws that target this material due to their
scientifically-proven harmful effects on our environment. The state’s current organics
processing system capacity is already stressed and will soon be taking on the new materials
that will be diverted through future AB1826 and SB1383 (see bullet below) compliance
activities.

SB1383--California’s Short-Lived Climate Pollutants (SLCPs): Organic Waste Methane
Emissions Reduction (2016): This law is currently in public comment period during the
rulemaking process. Our legislative consultant has attended these meetings and, along with
our many legislative partners in Sacramento, are providing comment during this important
period. SB1383 will have sweeping impacts on the solid waste industry and many industry and
legislative experts-including ours! - are now calling them “as big, or bigger than AB939". AB939,
or The California’s Integrated Waste Management Act (1989) is, of course, the keystone law
that serves as the environmental foundation for all of California’s modern solid waste and
recycling industry infrastructure.

2. Public Education & Outreach Committee (5/4)
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At committee direction, the following major projects are now in production:

Rethinker Newsletter (Spring/Summer edition): Bill stuffer in May, June, July cycle

Annual Statement of Services pub. (12-pg): Daily Journal; Daily Post (July insertion)

HHW Dangers/Battery pub. (8 pg): Daily Journal; Daily Post (Late August insertion)
PenTV—Sustainable TV series: Video content for many uses

3. Finance Committee (5/10):
See notes above in Section 1.A.

4. Technical Advisory Committee (TAC) (7/12):
This meeting will focus on CalReycle’s annual reporting (due on 8/1) and their long term goals; a
commodity market assessment, and SBWMA Long Range plan pilot updates (Public Spaces/In-School
Recycling). Recology and SBR are also invited to share key ops highlights or issues as well.

5. Zero Landfill Committee (September):
At Executive Committee and ZLF Chair input, this committee will reactive in September to refresh the
work that was previously done.

2. Collection and Recycling Program Support and Compliance:

A. Franchise Agreement Negotiations—It's Now Officiall Just four to go...

On April 24t Menlo Park city council approved its Franchise Agreement with Recology which
represents the 8t and deciding vote to satisfy the JPA requirement to ratify the master agreement. This
means that a public procurement process has been avoided. Staff continues to offer to work in strong
collaboration to support the remaining agency’s efforts to fully execute their respective restated and modified
Franchise Agreements with Recology. Belmont, East Palo Alto, County of San Mateo, and Atherton are all
anticipated to be completed by the SBWMA Board’s June 28" meeting. The chronological status of the
approvals is shown in Attachment C.

B._“Amendment One” Process and Workplan-Let's Get to Work!

At Executive Committee direction, Staff is using the successful Franchise Agreement Extension (FAX) model
to structure the discussions/negotiations, including the use of the technical resources provided by HFH and
SCS Engineers. These are the topics to be addressed:

1. The Expanded Bulky Item Collection: Service requests are close to maxing out capacity.
2. Abandoned Waste Response Services: Service requests are close to maxing out capacity.
3. Stormwater/MRP Compliance: Adopting anti-litter measures to comply w/ MRP

The first two items, Bulky Item Collection and Abandoned Waste Response Services, have base levels of
services already included in the Franchise Agreement’s core services. These discussions involve the expansion
of these services beyond the scope that was priced out and agreed to during these previous negotiations. As
previously noted, Staff and Recology have agreed to begin this process during the beginning of July and have
a mutual targeted completion goal of December 31, 2018. Please see agenda item 6A in today’s packet for
workplan outline.

B. 2018 Modified Household Battery Collection/Handling and Qutreach Plan-Program Relaunches on Sept. 3!
Per the Board meeting in January and guiding Executive Committee direction since, Staff, Recology, and SBR
have developed a relaunch plan to educate our community on the dangers of Lithium lon batteries and their
responsible handling, as well as improve worker/facility safety. Staff also continues to make facility fire
suppression improvements, while working at the state level to affect Extended Producer Responsibility (EPR)
to alter the end-of-use product lifecycle options for these dastardly materials.
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3. Shoreway Operations and Contract Management-Good News=Fiber Still Moves; Bad News=-$0
A. Commodity Market Update

On May 4th, China announced a one-month total ban on 24 categories of scrap materials including low
grade plastics and mixed paper from the United States. This action appears to be in direct retaliation to
the recent tariffs implemented by our own federal government. This action has rippled through the
international community and is contributing even more stress to a complex, emerging market situation for
the movement of these materials. Definitely not a good thing. On May 8t CalRecycling’s Director, Mr. Scott
Smithline, issued a letter that speaks to this volatile situation and addresses his department’s enforcement
approach to this issue (Attachment D). Mr. Smithline states that the commodity markets have always
been, and will continue to be a significant factor in his agency’s annual assessments in which they
determine every jurisdiction’s compliance with all solid waste diversion laws.

Although fiber revenue lingers at historic lows, our recent investment of increased sorters and bale
cleaning labor is paying off in the form of our being able to continue to move our fiber materials in this
brave new (hostile) recycling world. There are now frequent industry reports of rejected loads and
submarket grade recyclables being landfilled at significant expense. As promised, SBR will provide a
cost/benefit analysis for these services at the June Board meeting. See Wall Street Journal link for more

industry impacts.
https://www.wsj.com/articles/recycling-once-embraced-by-businesses-and-environmentalists-now-under-siege-
1526209200?emailToken=f256e5e70f35c5aeb3d94499aafdcfe3xPdI8oaUSIMxITCIQ7Dk6n3y7z1Q0Sdp5ijkMewkZURphC
CAR3X%2BvGUJViywyaQ%2BfXdNprCEwuUb4sSJOmnnwluzUMypiDafWf%2BFdW%2Bd0W5QUMYs%2FZmrYfWrtTALJ2
rwJ%2F7yik83W2Fei71n%2FnvIRw%3D%3D

B. Operations Update
A Staff-led team, including SBR and our equipment manufacturer (BHS), continues to evaluate and plan
significant equipment upgrades and processing options to upgrade our materials and keep them at the
front of the line in the rapidly shifting international markets. A modest $287k first phase of upgrades are
included in the draft FY18/19 budget in today’s agenda packet (item 5A). Staff and SBR will closely monitor
the situation relating to the scope and timing of any future proposed phases of improvements and their
costs relative to their benefits.

Respectfully submitted,

Joe La Mariana
Executive Director

Attachments:
A. DTSC Letter to Enforce Retailers to collect used rechargeable batteries per AB1125
B. Cap and Trade Expenditures: CalRecycling Funding “Sign on letter (May 9, 2018).
C. Franchise Agreement Execution Status by Member Agency: Elected Body Consideration Tracker
D. CalRecycle Director's Commodity Markets/Compliance Enforcement Letter (May 8, 2018)
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Ms. Barbara A. Lee, Director

California Department of Toxic Substances Control
P.O. Box 806

Sacramento, CA 95812-0806

RE: Request for Enforcement of Rechargeable Battery Recycling Act - AB 1125 (2005)
Dear Ms. Lee,

It has come to our attention that most “Retailers” located within the San Mateo County-based jurisdiction of the
South Bayside Waste Management Authority (SBWMA) are out of compliance with AB 1125, the Rechargeable
Battery Recycling Act of 2006 (Sections 42451-42456 of the Public Resources Code). The SBWMA formally
requests that the Department of Toxic Substances Control (DTSC) fulfil its roles and responsibilities under AB
1125 by requiring applicable retailers within our County to come into compliance with the Law.

Sales and usage of rechargeable batteries is increasing each year as people purchase more portable electronic
devices. At their end-of-life, disposal of these batteries is a potentially dangerous problem as they cannot be
legally discarded in household trash and options for recycling are inadequate. On September 7, 2016, the
SBWMA's material recovery facility (MRF), located in San Carlos, California, experienced a 4-alarm fire that was
likely caused by a lithium-ion battery. Thankfully no one was injured from the fire, but the agency incurred
$10million in costs to restore the building and equipment to working order and our longtime insurance provider
declined to renew our policy going forward. In an effort to ensure that rechargeable batteries do not cause another
fire, the SBWMA s interested in having retailers fulfill the role envisioned by the State Legislature when passing
AB 1125, and take rechargeable batteries back at their point-of-sale so to avoid receiving these materials at our
facility.

It is our understanding that AB1125 requires all retailers who sell rechargeable batteries (with gross annual sales
over one-million) to have in place and promote, a system for accepting and collecting used rechargeable batteries
for reuse, recycling, or proper disposal at no cost to the consumer. Specifically, retailers must:

1. Take back from the consumer a used rechargeable battery of a type or brand that the retailer sells or has
previously sold.

2. Publicize information about the used rechargeable battery recycling opportunities that the retailer
provides. This may include, for example, signage, brochures, or advertising material given to the
consumer, or direct communications at the time of purchase.

3. Aretailer who makes out-of-store sales (e.g. by mail) must provide a notice with information that directs
how the consumer can return used rechargeable batteries at no cost for reuse, recycling, or proper
disposal.
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Additionally, it is our understanding AB1125 places responsibility for enforcement with the Law on DTSC and also
requires the agency conduct a survey and post information about the quantity of rechargeable batteries returned
for recycling within California. We respectfully ask DTSC to support the SBWMA in its efforts to protect its
recycling facilities from the fire risk posed by rechargeable batteries entering the waste stream by taking
immediate action on the enforcement of the AB 1125 Law within San Mateo County.

If you have additional questions or concerns, please don't hesitate to contact me to further discuss at
lamariana@rethinkwaste.org or (650) 802-3505.

Sincerely,

Joe La Mariana, Executive Director
SBWMA/RethinkWaste

Solid Waste Association of North America, Northern California (SWANA), “Gold Rush” Chapter, Inmediate
Past President; California Legislative Task Force member

California Resource & Recovery Association (CRRA), California Policy Committee member

California Product Stewardship Council, Policy Advocate

Californians Against Waste, Policy Advocate

Attachments:
SBWMA - Lithium-Based Battery Assessment 2017 (available online only at RethinkWaste.orq)

CC: Mr. Charlie Bronitsky, SBWMA Chair, Council Member, City of Foster City
Mr. Jay Benton, SBWMA Vice Chair, Council Member, Town of Hillsborough
Ms. Carole Groom, RethinkWaste Board Member, San Mateo County Board of Supervisors
Mr. Marc Berman, Assembly Member, District 24
Mr. Jerry Hill, State Senator, District 13
Mr. Kevin Mullin, Assembly Member, District 22
Mr. Hilary Gans, Sr. Facility & Contracts Manager, SBWMA
Mr. Dwight Herring, General Manager, South Bay Recycling, Shoreway Environmental Center
Ms. Heather Forshey, Director, San Mateo County Environmental Health Services
Mr. Charles Ice, Manager, San Mateo County Household Hazardous Waste Program
Ms. Jean Savaree, SBWMA Attorney
Mr. Nick Lapis, Advocacy Director, Californians Against Waste (AB 1125 Bill Sponsor)
Ms. Heidi Sanborn, Executive Director, California Product Stewardship Council
Ms. Debra Kaufman, DKC Consulting, SBWMA Legislative Advocate
Ms. Francesca Negri, Chief Deputy Director California Department of Toxic Substances Control

610 EIm Street, Suite 202 |  P: 650-802-3500 :
San Carlos, CA 94070 i F:650-802-3501 : RethinkWaste.org
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May 9, 2018

The Honorable Holly Mitchell

Chair, Senate Budget and Fiscal Review Committee
State Capitol, Room 5019

Sacramento, CA 95814

The Honorable Phil Ting

Chair, Assembly Committee on Budget
State Capitol, Room 6026

Sacramento, CA 95814

RE: Cap and Trade Expenditures: CalRecycle Funding
Dear Senator Mitchell and Assemblymember Ting,

The undersigned organizations urge the Legislature to allocate at least $100 million to CalRecycle from
the Greenhouse Gas Reduction Fund. This funding will expand CalRecycle’s incredibly successful
GGREF programs which reduce greenhouse gas emissions through waste reduction, bioenergy production,
composting and recycled content manufacturing, and edible food recovery.

The Legislative Analysts Office has found that CalRecycle’s waste diversion program is one of the most
cost-effective of all Cap & Trade funding investments. These investments help to reduce air and climate
pollution, cut landfilling, and provide jobs and other benefits in communities across the state.

These waste diversion projects are critical for cities and counties across the state working to reach their
waste diversion and GHG emission goals. CalRecycle’s GGRF program will help the state meet multiple
legislative goals, create jobs, support strong in-state markets for recyclables, produce clean energy,
restore California soils, and feed people in need.

Specifically, the funding for organic waste infrastructure under this program is absolutely necessary in
order for the public and private sector to meet the requirements of AB 1826 (Chesbro, 2014) and SB 1383
(Lara, 2016). SB 1383 requires the state to achieve a 75 percent reduction in the amount of organic waste
disposed of in landfills by 2025, which will require the construction of 50 to 100 new and expanded
organic waste recycling facilities, at a cost of $2-3 billion.

In addition to being highly over-subscribed, CalRecycle’s Programs have ranked among the most cost
effective programs in terms of dollars spent per GHG reduced. We believe that it’s clear that expanding
funding for these programs is not only a worthwhile investment, but it is also critical to achieving several
goals established by the legislature. We urge your support for the allocation of at least $100 million to
CalRecycle. Thank you for your consideration.
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Sincerely,

James Mason
All Power Labs

Stephen Knight
Alameda County Community Food Bank

Patrick Serfass
American Biogas Council

Yaniv Scherson
Anaergia

Jeff Snyder
Aries Clean Energy

Dan Noble
Association of Compost Producers

Jonathan Arambel
Athens Services

Julia Levin
Bioenergy Association of California

Andrew Cheyne
California Association of Food Banks

Mary Alice Escarsega-Fechner
California Association of Local Conservation
Corps

Jessica Gauger
California Association of Sanitation Agencies

Neil S.R. Edgar
California Compost Coalition

Tracey Patterson
California Food Policy Advocates

Aaron Moreno
California Grocers Association

Gail Wadsworth
California Institute for Rural Studies

Will Bakx
California Organic Recycling Council

Heidi Sanborn
California Product Stewardship Council

Kelly Astor and Josh Pane
California Refuse Recycling Council

Colleen Foster
California Resource Recovery Association

Cara Martinson
California State Association of Counties

Barry Broad
California Teamsters Public Affairs Council

Mark Murray
Californians Against Waste

Cathy LeBlanc
Camptonville Community Partnership

Rich Costa
CarbonLite Industries

Christopher Chin
The Center for Oceanic Awareness, Research,
and Education (COARE)

Alan Lessik
Civicorps

Cherish Changala
Command Packaging

Thomas Tenorio
Community Action Agency of Butte County

David Runsten
Community Alliance with Family Farmers

Dan Knapp
Conservation Corps of Long Beach

Marilee Eckert
Conservation Corps North Bay

Paul Relis
CR&R
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Vince De Lange
Delta Diablo

Erik Talkin
Food Bank of Santa Barbara County

Anne Holcomb
Food for People, Inc

Dana Montgomery Frasz
Food Shift

Nancy Severy
Fort Bragg Food Bank

Shawn Riggins
Fresno Local Conservation Corps

Larry Sly
Food Bank of Contra Costa & Solano

Shawn Garvey
The Grant Farm

Nicholas Mueller
Greater Valley Conservation Corps

Sarah Sikich
Heal the Bay

Kelly Astor
Inland Empire Disposal Association

Jim Floros
Jacobs & Cushman San Diego Food Bank

Michael Martinez
LA Compost

Erin Evans-Fudem
League of California Cities

Andrew Shakman
LeanPath

Robert Nothoff
Los Angeles Alliance for a New Economy

Wendy Butts
Los Angeles Conservation Corps

Sharon Green
Los Angeles County Sanitation Districts

Kelly Astor
Los Angeles County Waste Management
Association

Mike Mohajer

Los Angeles County Solid Waste Management
Committee/ Integrated Waste Management
Task Force

Breanna Morrison
Los Angeles Food Policy Council

Michael Flood
Los Angeles Regional Food Bank

Kim Scheibly
Marin Sanitary Service

Bill Gibbs
Merced County Food Bank

Salvatore N. Evola
Mt. Diablo Resource Recovery

Tim Dewey-Mattia
Napa Recycling & Waste Services

Doug Kobold
National Stewardship Action Council

Laura Mckaughan
Northern CA Recycling Association

Cooper Freeman
Occidental Arts & Ecology Center

Katharyn Munoz
Orange County Conservation Corps

Paul Towers
Pesticide Action Network North America
(PAN)

Dianne Cohen
Plastic Pollution Coalition

Eric Potashner
Recology
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Roy Alper
Renewable Sonoma

Chuck Helget
Republic Services

Joe LaMariana
Rethink Waste

Michael Dimock
Roots of Change

Mary Pitto
Rural County Representatives of California

David De Mers
Sacramento Regional Conservation Corps

Elly Brown
San Diego Food System Alliance

Deborah O. Raphael

San Francisco Department of the Environment

Dorsey Moore
San Jose Conservation Corps

Nicole Suydam
Second Harvest Food Bank Orange County

Willy Elliott-McCrea
Second Harvest Food Bank Santa Cruz

Malaika Bishop
Sierra Harvest

Paul Ash
SF-Marin Food Bank

Melissa Immel
Solid Waste Association of North America

Kelly Astor
Solid Waste Association of Orange County

Will Bakx
Sonoma Compost

Cc: Members. California State Assembly
Members. California State Senate

Ricky Ashenfelter
Spoiler Alert

Wendy Sommer
StopWaste

Angela T. Howe Esq.
Surfrider

Fred Tornatore
TSS Consultants

Jaskiran Grewal
United Food and Commercial Workers
Western States Council (UFCW)

Robert Chavez
Urban Corps of San Diego County

Mark Bragg
US Biogas

Frank Franciosi
US Composting Council

Alex Delnik
Verdeco Recycling

Marvin Pineda
Waste Connections

Kevin Lunny
West Marin Compost

Michael Gross
Zanker Recycling

Ruth C. Abbe
Zero Waste USA

Anna Cummins
5 Gyres

Leslie Mintz Tamminen
7th Generation Advisors
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Attachment C:

Franchise Agreement Execution Status by Member Agency:
Elected Body Consideration Tracker

SBWMA Member Agency

City Council

Consideration Date

Status/Comments

City of San Mateo

November 6, 2017

Council approved: 5-0

Hillsborough November 13, 2017 Council approved: 5-0

San Carlos November 13, 2017 Council approved: 5-0

Foster City November 20, 2017 Council approved: 5-0

Burlingame January 16, 2018 Council approved: 5-0

West Bay Sanitary District | January 24, 2018 Board approved: 5-0

Redwood City March 26, 2018 Council approved: 7-0

Menlo Park April 24,2018 Council approved: 3-0-2*
*8 member agencies have now approved their individual Franchise
Agreements with Recology. This satisfies the requirements of the JPA’s
governance agreement, Section 7.1.1 of a 2/3rds vote. As a result, no
public procurement for collection services is required.

East Palo Alto June 5 or 19, 2018 Staff confirmed these council consideration dates.

Belmont May/June 2018 Staff working on final agency specific language in Article 11.

County of San Mateo

June 2018—TBD

Down to one final discussion item before forwarding package to
BOS for consideration per Staff.

Atherton

June 2018--TBD

Discussions remain in progress. Council consideration date yet
unknown per Staff.

*Notes:

1. JPA Agreement states that each member agency’s individual Franchise Agreement be fully executed by June 30, 2018.

2. Per the section 7.1.1 of the “Second Amended and Restated Joint Exercise of Powers Agreement, South Bayside Waste
Management Authority” (aka”JPA Governance Agreement”) “two thirds of the members agencies (or 8 member agencies) are

required to approve this Franchise Agreement for it to become ratified.
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California Environmental Protection Agency Edmund G. Brown Jr., Governor

Bﬂ'ﬂﬂﬂvﬂlﬂo DEPARTMENT OF RESOURCES RECYCLING AND RECOVERY

1001 | STREET, SACRAMENTO, CALIFORNIA 95814 « wwW.CALRECYCLE.CA.GOV * (916) 322-4027
P.O. Box 4025, SACRAMENTO, CALIFORNIA 95812

May 8, 2018

In light of recent changes to China’s import policies, I’'m writing to share an update on
California’s recycling markets, answer questions regarding jurisdiction compliance, emphasize
the importance of health and safety at solid waste facilities, and discuss what lies ahead.

On May 4™, China stopped accepting any imports of recyclable materials from the United States
for one month. This decision follows China’s implementation of its National Sword policy on
March 1%, banning the imports of 24 categories of scrap materials including low grade plastics
and unsorted mixed paper, and setting strict contamination standards for allowable bales of
recyclable material. The exporting of recyclable commaodities to China, primarily our traditional
curbside materials, has historically been a key component of California’s recycling
infrastructure. Approximately two thirds of curbside collected material is exported to foreign
markets. In 2016, 62 percent of the exported recyclable materials were sent to China. However,
China’s implementation of National Sword is a major disruption in recycling commodities
markets, a signal that California can no longer be primarily reliant on exports to manage our
recyclable materials.

These new policies provide California with an opportunity to take a couple of important steps:
first, to reduce our waste, and second, to work together to build infrastructure and domestic
markets to successfully and responsibly manage our recyclable materials. Each of these will
take investment and collaboration across state and local governments, the solid waste industry,
manufacturers, and rate-payers. These are critical steps to improve the environment and
economy here in California and beyond, although they will take time.

We’re already witnessing the effect of China’s new policy. Material flow is significantly disrupted
and the economics of recycling are unfavorable for many recyclable commodities, challenging
what recycling means to Californians.

This letter is intended to address concerns | have been hearing from local governments and
industry about the impacts of China’s import policies. | would like to reassure local governments
that we have existing statutory policies to address the impact of markets when determining
whether or not a jurisdiction has made a good faith effort to implement its diversion programs for
compliance with AB 939. | am aware that facilities are having a hard time moving recyclable
materials and are keeping them on site in significant quantities. If facilities are temporarily
storing materials for longer periods, public health and safety should be their number one priority.
Finally, looking toward the long-term, we will need more domestic infrastructure to manufacture
products using California's recycled content feedstock. This valuable infrastructure will not only
support the domestic recyclable commodities market but also support SB 1383’s goal to reduce
disposal of organic waste by 75 percent.

ORIGINAL PRINTED ON 100 % POSTCONSUMER CONTENT, PROCESS CHLORINE FREE PAPER

SBWMA BOD PACKET 05/24/2018 AGENDA ITEM: 3 ATTACHMENT D - pl1



May 8, 2018
Page 2

Let me expand on these points.

Considering Market Factors When Evaluating Jurisdiction Performance

Given shifting markets for recyclable commodities, it is important to clarify that CalRecycle takes
market conditions into consideration when evaluating a jurisdiction’s compliance with the
following state recycling laws; AB 939, mandatory commercial recycling, and mandatory
organics recycling. | have heard many stakeholders express concerns that CalRecycle will not
take market factors — e.g., the precipitous drop in ability to get collected materials to market at
an adequate price or even at all — into consideration when we evaluate jurisdiction programs.
Jurisdictions are concerned that this could lead to potential penalties for situations that
jurisdictions cannot control. This is not what statute dictates. Specifically, under existing
statute, regulations, and policy, CalRecycle already takes market conditions into consideration
when determining “good faith effort” in evaluating each jurisdiction’s program implementation.
CalRecycle recognizes that over the short term, lack of markets is not indicative of a
jurisdiction’s efforts to implement its programs fully. Additionally, a jurisdiction’s achievement of
its 50 percent requirement is not determinative for assessing compliance. Instead, CalRecycle’s
jurisdictional review focuses on program implementation and includes the assessment of
barriers a jurisdiction is facing, including a lack of markets.

The following is an overview of the applicable statutes, regulations, and policies utilized when
evaluating a jurisdiction’s performance. | am providing you with this level of detail because it is
descriptive of how we have reviewed jurisdiction program implementation in the past and how
we will continue to do so in light of National Sword.

California Public Resources Code 41825(e)(3) establishes that CalRecycle must consider the
enforcement criteria included in its enforcement policy, known as the Countywide Integrated
Waste Management Plan (CIWMP) Enforcement Policy Part Il. This is the guiding process for
determining compliance for a number of programs. CalRecycle periodically revises this policy to
incorporate the goals of new statutes, as it did for AB 341 and AB 1826. Staff uses the criteria
delineated in the policy to determine the extent to which a jurisdiction has implemented, or
shown a good faith effort to implement, its selected diversion programs. Staff also uses the
identified criteria to assist local jurisdictions who may need help in identifying why
implementation of diversion programs is failing to achieve the results expected, or is failing to
meet the diversion requirements. We want jurisdictions to be successful in implementing
diversion programs.

The CIWMP Enforcement Policy Part |l specifically includes consideration of markets for AB 939
Source Reduction and Recycling Element (SRRE), Mandatory Commercial Recycling (AB 341)
and Mandatory Commercial Organics Recycling (AB 1826) compliance review. The following
are some of our current review processes and the factors we consider when determining if a
jurisdiction has met their diversion goals.

AB 939 review: As part of the review process, CalRecycle investigates the extent to which a
jurisdiction has tried to meet the diversion requirements through its selected diversion programs,
and the reasons it has failed to implement some or all of those diversion programs. Staff uses
the criteria in the Enforcement Policy to assess the specific conditions that may have prevented
a jurisdiction from meeting its 50 percent equivalent per capita disposal target, and whether a
good faith effort was made by the jurisdiction to meet the requirements. The analysis for a
jurisdiction that is not meeting its 50 percent target includes considering availability of markets
and specific criteria can be found here: CIWMP Enforcement Policy Part I, pages 4 and 11.

Mandatory Commercial Recycling (MCR) and Mandatory Commercial Organics Recycling
(MORe) review: CalRecycle also reviews jurisdictions’ implementation of their MCR and MORe
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http://leginfo.legislature.ca.gov/faces/codes_displaySection.xhtml?sectionNum=41825.&lawCode=PRC
http://www.calrecycle.ca.gov/recycle/commercial/
http://www.calrecycle.ca.gov/recycle/commercial/
http://www.calrecycle.ca.gov/recycle/commercial/organics/
http://www.calrecycle.ca.gov/recycle/commercial/organics/
http://www.calrecycle.ca.gov/LGCentral/Library/Policy/CIWMPEnforce/Part2.pdf
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http://www.calrecycle.ca.gov/laws/legislation/calhist/1985to1989.htm
http://www.calrecycle.ca.gov/laws/legislation/calhist/1985to1989.htm
http://www.calrecycle.ca.gov/laws/legislation/calhist/1985to1989.htm
http://www.calrecycle.ca.gov/Recycle/Commercial/
http://www.calrecycle.ca.gov/Recycle/Commercial/
http://www.calrecycle.ca.gov/Recycle/Commercial/Organics/
http://www.calrecycle.ca.gov/Recycle/Commercial/Organics/
http://www.calrecycle.ca.gov/LGCentral/Library/Policy/CIWMPEnforce/Part2.pdf
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programs. If a jurisdiction has not been able to implement a commercial recycling program that
is appropriate for the jurisdiction and meets the needs of its businesses, CalRecycle looks at a
number of factors in assessing whether the jurisdiction has made a good faith effort to
implement these programs. These factors include the impact of markets and the efforts the
jurisdiction has made to investigate local and regional marketing options and recycling
opportunities with the private sector. More specifics can be found in the CIWMP Enforcement
Policy Part I, page 22 re: MCR and 28-29 re: MORe , and PRC 42649.3(i)(5) and
42649.82(h)(6) and 14 California Code of Regulations §18839.

Health and Safety Considerations Associated with Storage

We understand that National Sword is causing back-ups and longer storage times of processed
recycled materials at solid waste facilities and recycling centers. Solid waste facility operators
can discuss potential permitting options or request a Solid Waste Local Enforcement Agency to
grant a temporary waiver of storage restrictions. The waiver would allow additional amounts of
recyclables and longer timeframes to store recyclables at the solid waste site as long as the
additional storage does not create public health and safety or environmental issues. The
process for requesting and processing a temporary waiver is found in state solid waste
regulations. In addition, public health and safety is a priority at solid waste facilities and
recycling centers. Several industry sources have published best management practices for the
storage of baled recyclable materials. We've provided a synopsis of these practices below:

Have a Storage Management Operations Plan describing procedures for receiving,

storing, and shipping baled recyclables.

¢ Unload baled recyclables by forklift and stack in a specific storage area in a configuration
that provides for long-term stability. If applicable, stacked bales may be overlapped or
staggered to improve the stability of the stacks. Height of the bales should be no greater
than four bales high.

e The bale storage area should allow forklift operators to safely move materials and allow for
the safe loading of trailers that are picking up bales of materials.

To prevent contact with storm water, and to control vectors and nuisance, the following
may be employed:

¢ Limit bale contact with the ground (e.g., on pallets and/or tarps)

¢ Maintain facility cleaning, housekeeping and litter control

o Remove putrescible material, if observed

¢ Maintain heavy equipment to ensure no oil or fuel leakage occurs; clean up spills or leaks
immediately

Establish a first in/first out material handling process

Where necessary, place berms or other structures to divert storm water from coming into
contact with bales

Fire Hazard Mitigations:

e Consult with your local fire district to employ fire hazard mitigations

o Keep adequate heavy equipment available on-site: (e.g., front loaders, bulldozers, water
trucks, bobcats), fire hoses, dedicated fire pump and water tanks, and fire extinguishers.
Identify a maximum size of the storage area including length/width/height.

Maintain appropriate spacing between piles and the perimeter, maintain fire lanes

Inspect piles daily for potential fire hazards

e Monitor pile temperatures at least once a week

Coordinate with the Local Enforcement Agency and any local or state authorities responsible for
the regulatory oversight of the facility.
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For further information on best practices for storing materials, here are some additional
resources from Waste 360 and Environmental Protection Authority, Victoria.

Reducing Waste and Increasing Domestic Infrastructure

Reducing the generation of waste before it enters the waste stream reduces costs and
conserves resources. Manufacturers, consumers, and governments all have a role to play in
reducing waste. For example, manufacturers can reduce unnecessary packaging on products,
consumers can choose to use reusable instead of single use, disposable products, and local
government can procure products with recycled content. Waste prevention has the potential to
reduce reliance on foreign markets, as there is no need to export what California has not
generated. We will continue to work with you and all stakeholders to develop waste prevention
opportunities and policies. With that said, we will continue to generate a significant amount of
materials in California. Upstream solutions will need to be paired with the development of
domestic processing and manufacturing for us to successfully manage our recyclables.

Building infrastructure to handle the materials we collect now, and the even greater amounts we
will need to collect when SB 1383 goes into effect, is a daunting long-term task that will take
years to achieve. Given the unpredictability of the marketplace, it's even more important that
state and local governments and the private sector begin making siting and investment
decisions now to develop more domestic (California and the U.S.) infrastructure for
manufacturers using recycled content feedstock.

As CalRecycle communicated in January, we are committed to using our available resources to
help build a more robust materials processing infrastructure in California. CalRecycle currently
provides funding through its greenhouse gas (GHG) grant and loan programs and Recycling
Market Development Zone program (RMDZ), and we work closely with the Governor's Office of
Business and Economic Development (GO-Biz) to assist manufacturers that want to site or
expand their operations in the state. Over the past four years, the GHG grant program has
provided $86 million in funding to 31 recycling projects and the GHG loan program has provided
$1.5 million in funding for two projects for construction, renovation, and expansion of new in-
state capacity. The RMDZ loan program has provided $145 million in funding to 192 recycling
manufacturers in the state, since inception of the RMDZ loan program in FY 1993-94. There is
increasing enthusiasm from companies interested in utilizing California’s waste stream to make
new products such as compost, biofuels, fibers and plastics. | urge you to take advantage of
these.

Another opportunity to support manufacturers using recycled content feedstock is for
jurisdictions to ensure their General Plan includes these types of facilities in their land use
element. Just last year the California Governor’s Office of Planning and Research (OPR)
completed the first comprehensive update to the General Plan Guidelines (GPG) since 2003
(General Plan Guidelines Update, Completed August 2, 2017). One of the major changes
includes an expanded section addressing the need for additional recycling, anaerobic digestion,
composting, and manufacturing facilities in the land use element. This new guidance provides
examples for local jurisdictions to use when updating their General Plans. Additional
information is on the OPR General Plan Guidelines website. You can stay informed about
GPG-related information by signing up for the GPG email list.
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Next Steps
CalRecycle will host a workshop in Sacramento in early June to encourage dialogue and share

information about the impacts of China’s import policies. Workshop details will be posted on our
National Sword website. We will use this convening as an opportunity to discuss changing
market dynamics, impacts on facilities, domestic capacity for processing and manufacturing
using recycled content, and to identify other short and long-term solutions to the current
recycling challenges. This is not the first time the international recycling commodities market
has faced a major disruption and it won’t be the last. California must capitalize on these
disruptions and turn them into an opportunity to strengthen our environmental resilience and our
economy. This will require us to reassess product design, materials collection, and processing
systems. | look forward to working with you to build a more sustainable recycling infrastructure
in California.

Scott Smithline
Director
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