Integrity of California’s
Beverage Container Deposit System
Threatened by Processing Payment Shortfalls

CRI

CONTAINER
RECYCLING
INSTITUTE

March 2016

The Container Recycling Institute
4361 Keystone Ave
Culver City, CA 90232
Telephone (310) 559-7451
Fax (888) 839-3857
www.container-recycling.org
www.bottlebill.org



Integrity of California’s deposit system threatened by processing payment shortfalls,
Fiscal Years 2013-2016

March 2016

Summary: Declining scrap prices coupled with problematic compensation formulas have produced
processing payment shortfalls that have already forced the closure of at least 269 redemption centers
in California this year, and an unknown number in 2015, posing a serious threat to the state’s
beverage container recycling infrastructure and sharply constricting consumers’ ability to recover the
CRV (container refund value) to which they are entitled. The Container Recycling Institute estimates
that over the last three-and-a-half years, stand-alone and supermarket-based redemption centers
have been shortchanged $42.7 million dollars in processing payments for PET and glass, while the
falling value of aluminum has further eroded the profit base that redemption centers have historically
relied upon. The shortfalls and low aluminum prices have had an especially acute effect recently —
redemption centers had losses of $20 million during 2015. This confluence of hardships has been
especially punishing to smaller centers, whose per-ton handling costs can be twice that of larger
facilities.

Background

Redemption centers are the backbone of California’s highly successful beverage container deposit-return
program. Over the last five years, the 2,073 redemption centers in the system (as of January 2016) recycled 88%
of all CRV bottles and cans returned under the state’s deposit system.! This economic activity has been a boon
to the state’s economy, directly employing at least three thousand people,” generating an estimated $8 million
annually in state tax revenues’ and channeling thousands of tons of premium-quality scrap material away from
landfills and into the products of a wide array of U.S. manufacturers.

Scrap values alone, however, are insufficient to cover the operating costs of redemption centers and ensure a
reasonable profit for their owners. To adequately compensate the centers and promote the smooth functioning
of the statewide beverage container recycling system, CalRecycle pays certified redemption centers a per-ton
“processing payment” for all CRV materials except aluminum. (Aluminum is exempt because its per-ton scrap
value has traditionally been considered high enough to cover its own processing costs while helping to offset the
costs of handling and processing the lower-value CRV materials—primarily glass and PET plastic.)

Processing payments for the lower-value materials are calculated by subtracting their scrap value from the cost
of recycling, as surveyed and reported by CalRecycle every two years.”

CalRecycle’s compensation system was designed to be fair and flexible. However, recent and unprecedented
economic conditions have exposed several serious cracks in the formula.

Crack #1. Processing payments are based on outdated scrap prices

The scrap values used to determine the processing payments are not real-time scrap values that correspond to
the actual months during which the recycling takes places; rather, they are 12-month averages from the
previous year—with a minimum three-month lag time. Though CalRecycle has in recent years made adjustments
at three- to six-month intervals, it typically averages scrap values over one full year, in accordance with the law.
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For example, between April 1, 2014, and March 31, 2015, the average, actual scrap value of PET® plastic was
$348.17 per ton. CalRecycle used this value to calculate processing payments to redemption centers for the
period of July-September 2015. However, the actual scrap value of PET during those three months was just
$245.03 per ton—more than $100 /ess than the value calculated under CalRecycle’s back-dated formula. Figure
1 shows the gap between the actual scrap values and CalRecycle’s calculated scrap values.
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Figure 1: Actual vs. CalRecycle Scrap Values, July 2012 - Dec. 2015
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CalRecycle scrap values are those published annually (with periodic adjustments), and are used in calculating processing payments. They
are derived from the average scrap value from the previous one-year period, with a 3-month lag time. Actual scrap values are those of the
actual months in question. The gap between the two lines represents the shortfall (or windfall, when they cross). To adequately compensate
the recycling centers, the lines should be identical. Source of data: CalRecycle, 2012-2015.
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Crack #2. Scrap values have experienced a prolonged decline
Scrap values for all three of the major container materials—PET plastic, glass and aluminum®—have been

trending downward over the last four years (Figure 2), due to a variety of factors including domestic and foreign

production overcapacity and falling global oil prices.

For instance, after experiencing peak markets in late 2011, when prices averaged more than $500 per ton, PET
plastic averaged only $400 per ton in 2013, then declined to $375 per ton throughout 2013 and 2014. By January
2015, the value had fallen below $300, and it continued to decline throughout the year, shrinking to $204 by
October 2015. Altogether, PET has lost 60 percent of its per-ton value since 2011.

Likewise, the value of
mixed glass fell from S5
per ton in mid-2011 to
negative $3 per ton in
September 2015.
Aluminum prices peaked
at $1,916 per ton in April
2011, but had
plummeted to $1,135 by
November 2015, a
decline of 41 percent.
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Figure 2: Actual Scrap Values, July 2012 - Dec. 2015
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Crack #3. Prolonged shortfalls put redemption centers at risk

Over the last four years, the combination of freefalling scrap prices and trailing processing payment calculations
have been devastating to California’s redemption centers. The Container Recycling Institute estimates that since
July 2013, stand-alone and supermarket-based recycling centers have been shortchanged nearly $43 million in

inadequate processing payments for PET and glass alone, as shown in Table 1.

Table 1. Shortfalls in processing payments for glass and
PET since July 2013

PET Payment Glass Sum of PET &
Shortfalls Payment Glass Payment
Shortfalls Shortfalls
(million) (million) (million)
FY 2013 $15.6 S0.6 $16.2
FY 2014 $3.9 $0.7 S4.6
FY 2015 $10.3 S0.8 $11.0
First 6 months $9.9 $0.9 $10.8
of FY 2016
TOTAL $39.7 $3.0 $42.7

In a market with fairly consistent up-and-down
fluctuations, shortfalls in one period would be
offset by windfalls during periods when the market
is up. For example, from April through September
2014, the actual scrap values for PET were higher
than those calculated by CalRecycle, resulting in a
net windfall of $1.8 million (for all California
recycling centers collectively). However, when the
market is trending steadily downward for a
prolonged period, any windfalls that redemption
centers have accumulated and banked will be
exhausted. Protracted shortfalls impact recycling
centers’ cash flow, leaving them financially
vulnerable. Figure 3 shows how the shortfalls have
accumulated since July 2012.

Crack #4. Redemption centers’ financial security
is overly dependent on aluminum

Figure 3. Cumulative Processing Payment Shortfall for PET
and Glass: July 2012 - December 2015

Another weakness in the CalRecycle 545,000,000 7 $42,660,599
compensation system is its reliance on the value $40,000,000 - .."
of aluminum, long considered the high-dollar v/ $39,676,939
hero of recyclable commodities. In the current $35,000,000 -
global economy, however, aluminum can no $30,000,000 -
longer be counted on to subsidize lower-value
materials, because its own scrap value has $25,000,000 -
tanked. Aluminum’s per-ton net revenue (after
subtracting costs of recycling) has gone from a 520,000,000 1
historical high of $1,916 in April 2011, to $1,135 $15,000,000 -
in November 2015, to less than $500 per ton T Glass
currently (though it should be noted that there $10,000,000 - "% ® *Total: PET + Glass
was an interim peak price of $1,819 in November $5,000,000 - $2,983,660
2014). _
T T EY
Since aluminum is lightweight and accounts for S§8 5883883 F§]88R
28§ =8 83288 2368 &3¢

only a small portion of overall tonnage at
redemption centers (less than 15 percent of total
weight), aluminum’s profits can only go so far
toward covering expenses. The decline of this
revenue workhorse makes the rectification of the
processing payment calculation system all the

Notes: Shortfalls are additive from Jul. 12 - Dec. '15. Monthly per ton shortfalls were multiplied by monthly
tons recycled by recycling centers. Per ton shortfalls are the difference between fixed-period scrap values
CalRecycle uses to calculate processing payments, and actual scrap values during the months the recycling
took place. Monthly tonnages were derived by dividing CalRecycle's reported biannual units recycled by six,
and by multiplying by containers per pound and by recycling centers' "participant share" (reported annually).
Source: CalRecycle, 2012-2015.
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more pressing.

Crack # 5: Small redemption centers are most vulnerable

CalRecycle’s compensation system applies equally to all redemption centers, regardless of size, location or other
factors. Yet a recent survey by the agency found that average costs at the smallest centers can be twice as high,
on a per-ton basis, as costs at the largest centers. Small centers—many of which are located in rural areas—have
always relied on aluminum premiums to survive, but the decline in scrap values, combined with processing
payment shortfalls, means that these smaller centers are currently operating at a loss. Some have responded by
closing altogether.

In just the last two weeks of January 2016, the number of convenience zones “served” by redemption centers
shrank from 2,073 to 2,017, a loss of 56 centers.® Days later, the Ontario, Calif.-based recycling company
rePlanet announced that it was closing 191 of its certified redemption centers—more than a third of its entire
network—and laying off 278 employees. RePlanet attributed the closures to the ongoing reduction in processing
payments, declining commodity prices and rising costs of operation. More recently, rePlanet has reported that
they also closed 22 stand-alone reverse vending machine sites.

All told, more than 10 percent of all certified redemption centers in California have closed since the first of this
year.

Crack #6: Redemption center closings undermine consumers’ right to recover their deposits

Under the terms of the statute creating the California Beverage Container Recycling & Litter Reduction Act,
dealers must provide access to redemption services typically within a half-mile radius of a supermarket—the so-
called “convenience zone.” The redemption services may be provided by the supermarket itself, or by a reverse
vending machine company, or by a redemption center operator, or by a scrap yard, or by some other entity. But
they must be provided, or penalties (fees) may apply. With more than 500 convenience zones currently
unserved in California,’ public access to redemption sites is already compromised.

CalRecycle’s Recent Adjustment to the Processing Payment

On March 8, 2016, CalRecycle announced a timely increase in processing payments, as it is authorized to do
when average scrap values change by more than five percent. The new payments take effect on April 1, 2016.

The $32 per ton increase in processing payments for PET is a step in the right direction, but it still creates a
shortfall. The calculated average “cost of recycling” is now $439.61. Current scrap values are $199.21, and the
new payment will be $198.37, for a total of $397.58. These payments will leave recycling centers with a $41.83
loss for every ton of PET that they handle, on average. There was also a change to the HDPE payment, and a
slight increase to the glass processing payment.

CRI’s Recommendations

1. Re-evaluate the processing payment calculation formula
Though it would require a statutory change, CRI recommends that the processing payment calculation
method be reevaluated to protect the solvency of the recycling centers upon which the California
beverage container recycling infrastructure depends. One scenario would be to tie processing payments
to something closer to real-time price tracking—something shorter than the 12-month averages with a
three-month lag time—that would correspond more closely to recycling centers’ real-time scrap
revenues. The existing law allows for changes every three months when prices change by more than 5
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percent; in fiscal year 2014/15, PET prices declined 25 percent from the beginning of the year to the end
of the year.

2. Evaluate the program going forward and provide structural reform as needed
Due to the disparities in average costs for smaller vs. larger redemption centers, some sort of tiered
payment mechanism would distribute the program’s resources more equitably and help smaller centers
remain open.

If the current downward pricing trend continues without structural adjustments to CalRecycle’s
processing payment formula, recycling centers’ cumulative net losses will inevitably force more of them
out of business. Additional closures will mean not only additional job losses and lost recycling
opportunities, but a real loss to the people of California, to the sustainable economy and to the
environment.

% %k ¥ 3k %

About the Container Recycling Institute (CRI)

CRI is a nonprofit organization and a leading authority on the economic and environmental impacts of used
beverage containers and other consumer-product packaging. Its mission is to make North America a global
model for the collection and quality recycling of packaging materials. We do this by producing authoritative
research and education on policies and practices that increase recovery and reuse; by creating and
maintaining a database of information on containers and packaging; by studying container and packaging
reuse and recycling options, including deposit systems; and by creating and sponsoring national networks
for mutual progress. CRI envisions a world where no material is wasted and the environment is protected. It
succeeds because companies and people collaborate to create a strong, sustainable domestic economy.

CRI has hundreds of members that share a common interest of advancing packaging recycling in North
America. CRI’'s member types include foundations, individuals, nonprofits, recyclers of glass, plastic
and aluminum packaging, beverage manufacturers, waste haulers, glass bottle manufacturers, more
than 12 state and provincial governments in the United States, Canada and Australia, city and county
governments, nonprofit operators of container deposit systems in Canada and Europe, redemption
centers, the U.S.E.P.A., and more. Our newsletter reaches more than 6,000 people each week, and
each year more than 500 people attend our webinars and working group conference calls.

k* %k ¥ 3k %
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Appendix A: PET Monthly & Cumulative Processing Payment Shortfalls, FY2013-2016(e)

Tons based on CalRecycle container counts and containers per pound data.

Sources: CalRecycle forecast and actual scrap value, cost of recycling and processing payment data, 2012-2015.

FY 2015: Some quantities estimated for last 6 months of FY2015, based on the previous 6-month period and trends.

A B C D (=B-C) E F (=C-E) G H (=FxG) | I (additive) J | K
i Tons Monthly | Cumulative
Cost of CalRecycle Payt;z‘r:\is::er:'gton Actual Scrap S:;r::)ar:l Recycled, |Shortfallto | shortfall: TOtaI.Shortfa"S
Recycling |Scrap Value | (costofrecycling- | Value per ton| (carecycle- | Recycling | Recycling | jul.'12 - Dec. by Fiscal Year
Month per ton perton | CalRecycle scrap value) |during period | Actual) Centers Centers '15 (million)
Jul-2012 $457.97 $502.54 $0.00 $366.89 $135.65 14,877 $2,018,099 | $2,018,099
Aug-2012 $457.97 $502.54 $0.00 $410.56 $91.98 14,877 $1,368,409 | $3,386,509
Sep-2012 | $457.97 $502.54 $0.00 $414.19 $88.35 14,877 | $1,314,405 | $4,700,914
Oct-2012 $457.97 $502.54 $0.00 $388.27 $114.27 14,877 | $1,700,023 | $6,400,937
Nov-2012 $457.97 $502.54 $0.00 $341.31 $161.23 14,877 $2,398,659 | $8,799,596 o
Dec-2012 $457.97 $502.54 $0.00 $361.66 $140.88 14,877 $2,095,907 | $10,895,503 8 $15 6
Jan-2013 $465.72 $441.21 $24.51 $367.83 $73.38 13,869 $1,017,732 | $11,913,235 : )
Feb-2013 $465.72 $441.21 $24.51 $430.47 $10.74 13,869 $148,957 | $12,062,192 L
Mar-2013 $465.72 $441.21 $24.51 $433.13 $8.08 13,869 $112,064 | $12,174,256
Apr-2013 $465.72 $441.21 $24.51 $368.31 $72.90 13,869 $1,011,075 | $13,185,331
May-2013 $465.72 $441.21 $24.51 $360.19 $81.02 13,869 $1,123,694 | $14,309,024
Jun-2013 $465.72 $441.21 $24.51 $349.42 $91.79 13,869 $1,273,066 | $15,582,091
Jul-2013 $465.72 $441.21 $24.51 $357.53 $83.68 15,161 | $1,268,644 | $16,850,735
Aug-2013 | $465.72 $400.48 $65.24 $352.14 $48.34 15,161 $732,866 | $17,583,601
Sep-2013 | $465.72 $400.48 $65.24 $389.39 $11.09 15,161 $168,132 | $17,751,733
Oct-2013 $465.72 $400.48 $65.24 $386.83 $13.65 15,161 $206,943 | $17,958,676
Nov-2013 $465.72 $400.48 $65.24 $369.78 $30.70 15,161 $465,432 | $18,424,108 <
Dec-2013 $465.72 $400.48 $65.24 $356.44 $44.04 15,161 $667,676 | $19,091,784 5' $3 9
Jan-2014 $487.55 $370.29 $117.26 $362.05 $8.24 13,511 $111,331 | $19,203,115 : ’
Feb-2014 $487.55 $370.29 $117.26 $350.19 $20.10 13,511 $271,572 | $19,474,686 L=
Mar-2014 $487.55 $370.29 $117.26 $326.29 $44.00 13,511 $594,485 | $20,069,172
Apr-2014 $487.55 $370.29 $117.26 $396.04 -$25.75 13,511 -$347,909 | $19,721,263
May-2014 | $487.55 $370.29 $117.26 $376.71 -$6.42 13,511 -$86,741 | $19,634,522
Jun-2014 $487.55 $370.29 $117.26 $382.66 -$12.37 13,511 -$167,131 | $19,467,390
Jul-2014 $487.55 $370.29 $117.26 $388.01 -$17.72 16,995 -$301,144 | $19,166,246
Aug-2014 | $487.55 $370.29 $117.26 $394.93 -$24.64 16,995 -$418,747 | $18,747,499
Sep-2014 | $487.55 $370.29 $117.26 $395.45 -$25.16 16,995 -$427,584 | $18,319,915
Oct-2014 $487.55 $370.29 $117.26 $347.53 $22.76 16,995 $386,797 | $18,706,712
Nov-2014 $487.55 $370.29 $117.26 $366.81 $3.48 16,995 $59,141 $18,765,853 T,
Dec-2014 $487.55 $370.29 $117.26 $319.92 $50.37 16,995 $856,018 | $19,621,871 S $10 3
Jan-2015 $491.50 $375.47 $116.03 $289.63 $85.84 14,025 $1,203,869 | $20,825,740 : )
Feb-2015 $491.50 $375.47 $116.03 $240.03 $135.44 14,025 $1,899,487 | $22,725,227 -
Mar-2015 $491.50 $375.47 $116.03 $235.56 $139.91 14,025 | $1,962,177 | $24,687,403
Apr-2015 $491.50 $375.47 $116.03 $238.98 $136.49 14,025 | $1,914,213 | $26,601,616
May-2015 $491.50 $375.47 $116.03 $241.38 $134.09 14,025 $1,880,554 | $28,482,170
Jun-2015 $491.50 $375.47 $116.03 $284.60 $90.87 14,025 | $1,274,412 | $29,756,582
Jul-2015 $491.50 $348.17 $143.33 $283.66 $64.51 15,350 $990,255 | $30,746,837
Aug-2015 $491.50 $348.17 $143.33 $243.71 $104.46 15,350 $1,603,504 | $32,350,341 =
Sep-2015 $491.50 $348.17 $143.33 $207.72 $140.45 15,350 $2,155,965 | $34,506,306 S Z" $99
Oct-2015 $491.50 $314.10 $177.40 $203.88 $110.22 15,350 $1,691,922 | $36,198,229 : k7 ’
Nov-2015 | $491.50 $314.10 $177.40 $202.37 $111.73 15,350 | $1,715,101 | $37,913,330 - =
Dec-2015 $491.50 $314.10 $177.40 $199.21 $114.89 15,350 $1,763,609 | $39,676,939
Total $39.7
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Appendix B: Glass Monthly & Cumulative Processing Payment Shortfalls, FY2013-2016(e)

A B (o D (=B-C) E F (=C-E) G H (=FxG) [ I (additive) J | K
i Actual Scrap Tons Monthly | cumulative
Cost of CalRecycle Pay:z:\iss:er:gton Value per S:;r:f;ll Recycled, | Shortfallto | shortfall: TOtaI.Shortfa"s
Recycling | Scrap Value | (costof recycling- | tonduring | (cairecycle- | Recycling | Recycling | July2012to by Fiscal Year
Month per ton per ton CalRecycle scrap value) period Actual) Centers Centers date (million)
Jul-2012 $93.30 $5.04 $88.26 $2.67 $2.37 38,856 $92,088 $92,088
Aug-2012 $93.30 $5.04 $88.26 $2.87 $2.17 38,856 $84,317 $176,405
Sep-2012 $93.30 $5.04 $88.26 $2.39 $2.65 38,856 $102,967 $279,372
Oct-2012 $93.30 $5.04 $88.26 $3.14 $1.90 38,856 $73,826 $353,198
Nov-2012 $93.30 $5.04 $88.26 $3.89 $1.15 38,856 $44,684 $397,882 ™M
Dec-2012 $93.30 $5.04 $88.26 $1.97 $3.07 38,856 $119,287 | $517,169 S $0.6
Jan-2013 $94.87 $3.51 $91.36 $1.81 $1.70 41,138 $69,934 $587,103 ; )
Feb-2013 $94.87 $3.51 $91.36 $1.96 $1.55 41,138 $63,764 $650,866 w
Mar-2013 $94.87 $3.51 $91.36 $3.01 $0.50 41,138 $20,569 $671,435
Apr-2013 $94.87 $3.51 $91.36 $3.72 -$0.21 41,138 -$8,639 $662,796
May-2013 $94.87 $3.51 $91.36 $3.84 -$0.33 41,138 -$13,575 $649,221
Jun-2013 $94.87 $3.51 $91.36 $3.66 -$0.15 41,138 -$6,171 $643,050
Jul-2013 $94.87 $3.51 $91.36 $3.95 -50.44 41,067 -$18,069 $624,981
Aug-2013 $94.87 $3.01 $91.86 $3.49 -$0.48 41,067 -$19,712 $605,269
Sep-2013 $94.87 $3.01 $91.86 $2.93 $0.08 41,067 $3,285 $608,554
Oct-2013 $94.87 $3.01 $91.86 $2.38 $0.63 41,067 $25,872 $634,426
Nov-2013 $94.87 $3.01 $91.86 $1.39 $1.62 41,067 $66,528 $700,954 <
Dec-2013 $94.87 $3.01 $91.86 -$0.48 $3.49 41,067 $143,323 $844,278 8 $0.7
Jan-2014 $97.85 $3.13 $94.72 $0.36 $2.77 36,598 $101,377 | $945,655 : )
Feb-2014 $97.85 $3.13 $94.72 $0.57 $2.56 36,598 $93,691 | $1,039,346 el
Mar-2014 $97.85 $3.13 $94.72 $0.34 $2.79 36,598 $102,109 | $1,141,454
Apr-2014 $97.85 $2.69 $95.16 $0.76 $1.93 36,598 $70,634 | $1,212,089
May-2014 $97.85 $2.69 $95.16 $0.25 $2.44 36,598 $89,299 | $1,301,388
Jun-2014 $97.85 $2.69 $95.16 $1.43 $1.26 36,598 $46,114 | $1,347,502
Jul-2014 $97.85 $2.69 $95.16 $1.18 $1.51 38,824 $58,624 | $1,406,126
Aug-2014 $97.85 $2.69 $95.16 $3.05 -$0.36 38,824 -$13,977 | $1,392,149
Sep-2014 $97.85 $2.69 $95.16 $2.76 -$0.07 38,824 -$2,718 $1,389,432
Oct-2014 $97.85 $1.56 $96.29 $2.65 -$1.09 38,824 -$42,318 | $1,347,114
Nov-2014 $97.85 $1.56 $96.29 $0.14 $1.42 38,824 $55,130 | $1,402,244 "
Dec-2014 $97.85 $1.56 $96.29 -$0.23 $1.79 38,824 $69,495 | $1,471,738 S $0.8
Jan-2015 $98.64 $1.52 $97.12 -$1.53 $3.05 37,064 $113,046 | $1,584,784 : )
Feb-2015 $98.64 $1.52 $97.12 -$1.06 $2.58 37,064 $95,625 $1,680,409 L=
Mar-2015 $98.64 $1.52 $97.12 -$0.84 $2.36 37,064 $87,471 | $1,767,881
Apr-2015 $98.64 $1.52 $97.12 -$1.98 $3.50 37,064 $129,724 | $1,897,605
May-2015 $98.64 $1.52 $97.12 -$0.27 $1.79 37,064 $66,345 | $1,963,950
Jun-2015 $98.64 $1.52 $97.12 -$2.15 $3.67 37,064 $136,025 | $2,099,975
Jul-2015 $98.64 $1.03 $97.61 -52.64 $3.67 39,627 $145,432 | $2,245,407
Aug-2015 $98.64 $1.03 $97.61 -$2.14 $3.17 39,627 $125,618 | $2,371,025 0
Sep-2015 $98.64 $1.03 $97.61 -$3.06 $4.09 39,627 $162,075 | $2,533,100 | & ZU
Oct-2015 $98.64 $0.34 $98.30 -$2.11 $2.45 39,627 $97,086 | $2,630,186 : E 209
Nov-2015 $98.64 $0.34 $98.30 -$3.18 $3.52 39,627 $139,487 | $2,769,674 ==
Dec-2015 $98.64 $0.34 $98.30 -$5.06 $5.40 39,627 $213,986 | $2,983,660
Total S3.0

Sources: CalRecycle forecast and actual scrap value, cost of recycling and processing payment data, 2012-2015.
Tons based on CalRecycle container counts and containers per pound data.
FY 2015: Some quantities estimated for last 6 months of FY2015, based on the previous 6-month period and trends.

© Container Recycling Institute, 2016
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ENDNOTES

! Stand-alone and supermarket-related redemption centers recycle approximately 72% of the glass bottles, 87% of the PET
plastic bottles, and 94% of the aluminum cans recycled statewide. Data from California’s Beverage Container Recycling &
Litter Reduction Program Fact Sheets, California Environmental Protection Agency Department of Resources Recycling &
Recovery Division of Recycling (CalRecycle), 2013-2015.

2 Three thousand employee estimate: based on 1.46 employees per recycling center times 2,073 centers. 1.46 is derived from
data in the RePlanet press release, “rePlanet Closes 191 Recycling Centers and Lays Off 278 Employees.”
http://replanet.com/media/site-closure-announcement. Accessed 2/2/16.

Derivation of $8 million in annual state tax revenue: Estimated net profits to recycling centers from FY2013 to FY2015 were
multiplied by 8.84%, the corporate tax rate for C-corporations: State of California Franchise Tax Board,
https://www.ftb.ca.gov/businesses/faq/717.shtml. Accessed 2/1/16.

The processing payment system in California is akin to the “handling fee” system of compensating beverage container
recyclers in many other deposit states. In California, there is a two-tiered system. All recyclers receive the “processing
anment,” and supermarket-based “handling fee” sites receive an additional “handling fee.”

PET is polyethylene terephthalate, a type of plastic commonly used to make soda bottles and water bottles.
® The California beverage container redemption system also covers bi-metal cans and other plastic bottles (HDPE, LDPE, and
PP); but together they only constitute 1-2% of all the units recycled annually, so they are omitted from this analysis.

"The period being examined in this memo is Fiscal Year 2013, (Jul. 2012-Jun. 2013) through the first half of Fiscal Year 2016
gJuI. — Dec. 2015).

Source for 2,017 centers: Beverage Container Recycling Program Convenience Zone and Recycling Center Status Report,
Selection zone critieria: Served. CalRecycle website: http://www.calrecycle.ca.gov/BevContainer/Reports/CZRCStatus.aspx.
Accessed 2/2/16.
® A convenience zone exists within a half-mile radius of every supermarket with over $2 million in gross annual sales. Under
the California beverage container deposit law, such markets are responsible for ensuring that recycling centers exist on site or
within their designated convenience zone. “In lieu of”’ fees are required for non-compliance, but are not uniformly enforced. As
of 1/15/16, there were 530 unserved convenience zones in CA. Beverage Container Recycling Program Convenience Zone
and Recycling Center Status Report, Selection zone critieria: Unserved. CalRecycle website:
http://www.calrecycle.ca.gov/BevContainer/Reports/CZRCStatus.aspx. Accessed 1/15/16. There were a reported 504
unserved zones when the same site was accessed on 2/2/16.
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