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PROCEEDINGS
-—00o~~

COMMITTEE CHAIRMAN RELIS: <Call to order the Market
Development Committee. Ms. Waddell, would vou call the roll
please?

MS. WADDELL: Board Member Chesbro.

COMMITTEE MEMBER CHESBRO: Here.

MS. WADDELL: Chairman Relis.

COMMITTEE CHAIRMAN RELIS: Here.

Now I'll just peoint out this is the Market
Development Committee under the restructuring of the
committees that occurred on Monday. So this is a two-member
committee awaiting some determination in the future about who
will fill the absent position on the Board. So this is it,
Wesley and I.

Today I'd like to note at the cutset that we would
like to take items eight and nine and take them to the top of
the agenda. And we're pulling item two, although we'll
have -- I guess, rather we'll have a short discussion of that
item, but we're not, it's not going to be a consideration
item. So I'll clarifv that point.

And I wanted to ask if there are any ex parte
communications that Committee Members want to state?

None at this time? OKkay.

COMMITTEE MEMBER CHESBRO: I guess I could, veah.

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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Let me sayv, I was in San Francisco vesterdayv at the CSAC
conference, and I talked to two representatives of CRRC, Dave
Vakraza and Patty Garbarino, about the recvcled content for
paper on the agenda, committee's agenda todav.

COMMITTEE CHAIRMAN RELIS: Okav. And also note
that we've received a written communication concerning item
five from CAW regarding the recycling equipment tax credit.
That came in, I believe, this morning.

Okay. Let's move to the agenda and then take item
eight.

DIRECTOR GORFAIN: Mr. Chairman, the item eight is
the status of the Compost Market Program. And the item will
be presented by Pat Paswater.

MR. PASWATER: Good morning, Committee Members. I
would like to present the Compost Market Program progress
that's been made in the last year. I'm Pat Paswater from the
Public Private Procurement Section. As vou're aware, there
were state mandates, and the SB 1322 chaptered in 1989 that
relate to the Compost Market Program, that was the title of
that legislation. Public Resources Code 42240 and 42242 have
been accomplished to date, and I'd like to report on those
this morning.

The first one dealt with the Department of General
Services in cooperation, and the Board in cooperation with

affected state agencies, would work with other state agencies
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in the evaluation of compost. There was four entities that
were contracted with the Board made available approximatelv
$35,000 to each study.

The first one I'll address will be the one with the
California State Polytechnic University in Pomona. The
evaluation compared economic effect of different compost
blends. Two compost products containing sewage sludge and a
walnut tree compost were utilized. The final report was
submitted July 1992, and you did receive the previous
information on this study.

The result showed significant difference among
green house plants, compost, ‘and the interactions of those.
Greater yield was noted from the compost sludge that

contained highest levels of nitrogen. The researcher Dr.

-Barnes made recommendations relative to his evaluation that

product standards be developed while addressing pesticide
residue and potential phytotoxicity of materials.

In addition, he recommended development of new
markets. He did work in conjunction with the Santa Barbara
County officials prior to development of their contract with
the Board. And some of that ongoing work is a result of
suggestions that Dr. Barnes made.

The next agency that I will report on, on their
compost evaluation is the Department of Transportation. They

conducted evaluations in Sacramento and San Diego. Theyv
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4
primarily used mulch, and some compost on roadside plantings,
mulch wood waste or vard trimmings and compost derived from
vard trimmings were the materials per se. Their report was
submitted to the Board staff in August, 1993. The results
are as follows: The term "composted mulch" was defined bv
Caltrans to mean applied material used as mulch rather than
as a soil amendment and this was done because of the variety
of materials utilized. The product was deemed to be
beneficial in retaining soil moisture, reducing soil
temperature extremes and increasing plant growthfwhen used on
highway landscape planning.

It was noted that material depths of 12 inches
suppressed wheat growth in the San Diego area, but was not
satisfactorily suppressing wheat growth in the Sacramento
area. Caltrans has suggested they will continue the research
for another two vears before any policy decisions are made by
that agency. They did recommend in the interim that Caltrans
districts be encouraged to use compost.

COMMITTEE MEMBER CHESBRO: Two vears, huh. Sort of
like some day 10, 20 vears down the road we might have a real
program, yvou know, meanwhile we got mandates that are 1995
and the vear 2000. That's disturbing to me.

MR. PASWATER: TIn all fairness to Caltrans thev are
the primary procurer of compost and municipal mulch products

in the state at present.. Thev are continuing to purchase
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additional quantities aside from what was used in these
evaluations.

COMMITTEE MEMBER CHESBRO: That's good there.

COMMITTEE CHAIRMAN RELIS: Do vou have any
assessment of what the quantities that Caltrans does purchase
at this time on annual basis for their highway program?

MR. PASWATER: No, I do not at this point in time,
but we do have representatives from Caltrans present here.

COMMITTEE CHAIRMAN RELIS: Oh, they are here.

MR. PASWATER: And possibly that can be addressed
at this point or if vou would prefer I can continue?

COMMITTEE CHAIRMAN RELIS: I would like to, you
know, hear from them while thev're here. Let's take
advantage of their presence.

MR. PASWATER: Okay. If I could ask possibly Dan
Pollock could you come up to the podium and address the
procurement by contrast.

COMMITTEE CHATRMAN RELIS: Could vyou just state
vour name?

MR. POLLOCK: Sure mv name is Dan Pollock. I'm a
Superintendent with the Department of Transportation and my
office 1s in Woodland here in the Sacramento area.

COMMITTEE CHAIRMAN RELIS: Glad to have you here.

Mé. POLLQOCK: Thank vou. With respect to vour

question about continuing procurement, we procured about
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30,000 cublic vards in use in this particular study. And in
prior vears we purchased anvwhere from five fo 10,000 cubic
vards with the initiation of our own program. Prior to using
the composted material we were using mostly wood chipped
material. Some of it wasté wood chipped material, but using
it primarily as a mulch. And I can only really speak for my
own district which is Sacramento, Marysville, Yuba City,
within the counties in this area, I can't speak for the other
districts in the state.

COMMITTEE CHAIRMAN RELIS: Oh, that's right, I know
how territorial that issue is, Caltrans.

MR. POLLOCK: Right. But we have been really, I
think, pretty much involved in utilizing waste materials for
some time, and I think we'll continue to use that. All of
the sources that we produce ourselves in terms of the
material that we generate on our roadsides are going back
into the areas of landscape and other areas that they can be
utilized.

As far as the, the direct procurement of additional
compost as green waste from curbside pick up, I think we're
committed to doing what we can, but due to budgetary
restraints there may be some restrictions on the amount of
materials that we gan purchase. I know that in my case,
personally, the dollars that I have to purchase materials

with this vear has been cut. And so I have to Kind of sort
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out exactly how much I'm going to have to purchase and
continue to purchase, and continue to purchase materials for
this coming vear.

But, vou know, I want to make it veryv clear that at
least from those that I'm in contact with in the department
throughout the state are very much committed to the use of
these materials, and if the dollars are there to purchase and
haul and transport these materials for use in our highway
system we'll continue to do so.

COMMITTEE CHAIRMAN RELIS: Well we would like to, I
know, stay in very close touch -through our stéff with vou on
this question because Caltrans is obviously from the state
perspective and in light of AB 11 we've established the gfeen
waste is a state procurement prioritv.

MR. POLLOCK: Right.

COMMITTEE CHAIRMAN RELIS: And we're to report on
the legislature annually on this. And to do this in
conjunction with the Department of General Services and we
really need to accelerate the demand for our green waste
mulch and green waste compost or all compost. And we need to
know what the barriers are. If vou're seeing that there is
a -- well we need very close interaction with vou on this.
This is a priority of our Board to get this green waste
material out of the landfill and composted. And the state

has now made a new commitment to this with the passage of AB
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11 and so we have a vehicle.

Is there anvthing our staff would like to sayv about
the interaction with Caltrans on this matter apart from the
report?

Because the two-vear issue 1is lengthy for us, T
think both Wesley and I would agree that it seems like a long
time to make an evaluation with all the information that's
known about green waste we have probably every permit meeting
now. One compost facility that’'s being approved in the state
they're regionally all over the place now and they always ask
us, "Well how's it going with the state procurement?" And --

MR.. POLLOCK: Well I think P#ul -

COMMITTEE CHAIRMAN RELIS: You are where the rubber
meets the road.

MR. POLLOCK: Right, that's true. I get an awful
lot of calls from the industry and other agencies too because
I think perscnallyv kind of tried to take a lead role in this
as much as T can. I'm very committed to the use and
recycling of some of these waste materials which I feel we
really have to do and it's very important.

But there are some financial, fiscal restraints.
The transportation, hauling, and spreading material is not
cheap. And so that's going to really limit, I think, what we
can do. We were reallv happyv and pleased and I'd like to

thank the Board and the Waste Management Board for the chance
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to use some of the monies that were available to do this
project.

One of the reasons this project needs a little bit
more time is to reallvy do an honest evaluation from a
biological point. We only 'gathered mavbe two, two and a half
to three months of information from the material that we
applied to the respective areas. And it's just not possible
really to come up with some definite data that will show

increased rates of growth, better disease resistance among

" the plants, suppression of weeds. Yes.

COMMITTEE CHAIRMAN RELIS: Excuse me for
interjecting‘here, but are you aware of our compost research
work that's underway under contract that addresses a
different set of plants because I know you're dealing with
the landscape, this is dealing with floriculture and with
crops, asking those very questions about —-

MR. POLLOCK: Right.

COMMITTEE CHATIRMAN RELIS: -- health and safety,
water retention, growth character particulars.

MR. POLLOCK: I personally would be very much
interested in that. I'm not aware of it.

COMMITTEE CHATRMAN RELIS: Because I hate to think
that we're, like vou're on a research path and we've already
got financed research that speaks to those qualitative and

measurement issues which I would hate to see us take two
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vears to then sav well vou're doing vour independent study,
thev've compiled a whole literature research base for that,
so let's make sure that we're in sync on this. And if we can
affect with that information vour timetable.

COMMITTEE MEMBER 'CHESBRO: When vou read the
literature, you know, it's real obvious, too, that there's
research going on all over the country.

MR. POLLOCK: Absolutely. Absolutelv.

COMMITTEE MEMBER CHESBRO: I know our conditions
aren‘t identical --

MR. POLLOCK: Right.

COMMITTEE MEMBER CHESBRO: -- and so, you Know, we
need to probably try to focus on how these things apply to
us, but to some degree it seems like we trv to avoid
reinventing the --

MR. POLLOCK: Yes, I agree. Qur uses are a little
different than other areas. We're not using it in a typical
horticultural application such as an amendment or a plant
soil mix or other uses. We're using it as a mulch on the
surface of the ground because that's the only practical wayv
we can actually apply the material to our right of way on the
highwavsa. 8So it's, there are some different factors there.

COMMITTEE CHAIRMAN RELIS: Are you saving also that
the equipment distribution is, that is the application of the

material is the hang-up at this point? You don't have the
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right equipment or --

DIRECTOR GORFAIN: 1In our report vou'll notice we
really lean very much upon the California Conservation Corps.
upon probationers and others that have had, we've had
contracts with to do work for us to apply the material. If
we had to rely upon our own work force the cost would be
significantly more for the, vou know, the application of the
material to the areas. And with the Conservation Corps it's,
we have a reimbursement program, but a lot of the work that's
been scheduled for that reimbursement program wasn't really
scheduled for the spreading of mulch.

Now we've managed to make some adjustments and
changes so that we can utilize them, but there's some
limitations there ang --

COMMITTEE CHAIRMAN RELIS: Is equipment, would, is
it possible that a piece of equipment or a number in the
fleet --

MR. POLLOCK: Verv helpful.

COMMITTEE CHAIRMAN RELIS: =~ could, well I would
just sav for the purpose, we should establish some small
effective work group with vou to identify if there is a piece
of equipment or some, something that would leverage vour
ability to use this material in vour cost framework. I think
we would like to know about that because there mayv be

something we can do in an interagency capacity to --
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MR. PASWATER: Mr. Chairman, I would like to point
out that Caltrans has been actively involved in several
demonstrations of equipment that pneumatically can apply
material such as this to landscapes. As a matter of fact, I,
I'm not sure, but, Dan, I believe vou attended one
demonstration in Los Angeles and there was at least another
one, I think, held in San Diego.

There's also a lot of work that theyv have done with
Prison Industry Authority and UC Davis. They're not just
concentrating on what work was done under the interagency
agreements with us. They have branched out considerably in
all fairness to Caltrans and Dan they are supporters of use
of this material.

MR. POLLOCK: But there needs to be more
development in the tefms of the equipment. From the
equipment that I've seen, vou know, there's been some
problems in the spreading of the material and hopefully we're
going to do a demonstration up here. We left some of the
compost in a giant stack in a couple of locations just so
that we could do that, get some of these industries who are
cdeveloping equipment for the spreading to come out and
demonstrate their machinery, which --

COMMITTEE CHAIRMAN RELIS: Well I hope we'll be
kept updated on this and that vou, vou know, this idea of a

small working group just keep regularly reporting back to
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this committee on advances and again if we can find a wav to
a pliece of equipment or something that would accelerate this
we want to know about it.

DIRECTOR GORFAIN: Verv good.

COMMITTEE MEMBER CHESBRO: I'd just like to sav I
verv much appreciate vour personal commitment and involvement
in this.

COMMITTEE CHAIRMAN RELIS: Yes.

COMMITTEE MEMBER CHESBRO: My earlier comment is
based on frustration in a general sense that if vou're a city
council member or a supervisor out there and vou've got all
these mandates that sayv divert material, set up vour own
procurement program in the city or county and that's the law,
and they look up to the state and thev see that we aren't
fully implementing those by the same deadlines that they're
required to implement, then I think there's a great deal of
frustration, so I was expressing that frustration.

MR. POLLOCK: I Understand.

. COMMITTEE CHAIRMAN RELIS: But, and I also
understand that, vou know, within Caltrans there's a lot of
priorities and, vou know, you got to fight to make this a

priority. But we're certainlyv with vou and want to see that

that happens.
DIRECTOR GORFAIN: Great. Thank vou.

COMMITTEE CHAIRMAN RELIS: Thank you. Pat, you

PETERS SHORTHAND REPORTING CORPORATION (916) 362-2345
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want to go on?

MR. PASWATER: I will continue now with the other
agencies evaluations of compost. Department of Forestry
conducted a --

MR. DUNN: Excusé me, I wanted to make a point of
clarification. My name is Tim Dunn, I work in the Public
Private Procurement Section. As a point of clarification the
research that each one of these, that Pat Paswater is
reporting on should be mavbe definea not as research, but as,
but as a product demonstration. And each one of these
agencies except for Cal Poly, which was more of a research
aspect, is a qualification of product. And the issues that
Dan brought up were that to demonstrate a policy decision,
the effectiveness of how it's applied and what are the
different materials need to be known for each state agencyv.

Pat Paswater and Pat Jones have been working with
agencies to do just that. But the clarification I wanted to
make is this, this project is really not a research project,
but a product demonstration for evaluation.

COMMITTEE CHAIRMAN RELIS: Okayv. Thank you for the
clarification.

MR. PASWATER: The next product demonstration was
conducted in Tone at the Forestryv Academv. They evaluated
vard trimming compost used on landscape trees that were

planted in conjunction with a small business administration
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grant and their own funding. The report was submitted to the
staff in Julv, 1993. Thev found no significant height or
diameter differences when using the compost. The results of
that study were probably similar to the Caltrans situation,
very short for the biologic¢al time frame to see any
significant difference.

They did make some recommendations. They professed
that normally wood chips are less expensive than compost or
mulch, last longer, and are more easily transported and
applied. Therefore thev are continuing to recommend wood
chip use instead of the compost or mulch to landscape
situations, particularly forests that they manage.

Transportation is an extremely important aspect of
the cost of applving these materials as another aspect is not
taken into consideration often. The cost of compost is just
about one-third usuallf of what we're talking about. The
larger distance you had to transport the material
significantly the price increases accordingly.

The last state agency that was actively involved in
these product demonstrations was Department of Parks and
Recreation at the Prairie City facility near Folsom. Theyv
have a basic problem associated with the use of these
off-vehicle facilities. And they had proposed to do two, but
unfortunately with the climate of Parks and Rec at the time

thev did not have a lot of personnel available. There was a
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number of pecople that I dealt with before we finally ended up
with a project manager, and fortunatelyv his tenure was long
enough to complete the study.

Basically thev utilized the compost in a land
restoration after installation of an underground pipe. The
compost was derived from vard trimmings and the report was
submitted to staff in July, 1993. The results of the study
indicated the compost is beneficial as a soil amendment for
aiding revegetation with grasses. especially in areas lacking
top soil relative to grounds that are under Parks and
Recreation's authorityv.

They are recommending the use of compost in
revegetation efforts at their various facilities and
considering possible erosion control projects utilized in the
material as well. Funding is alsc an issue with this
department and if funds were available I feel that they would
do considerably more. They do have some desire to do
additional work, but funding may be the issue.

COMMITTEE CHAIRMAN RELIS: OKay. Well at this
point, does that, do vou have one more?

MR. PASWATER: Now I would like to go into the last
part of mv presentation relative to bid specifications of
compost products that was formalized by the Department of
General Services. And I'll proceed through that very

quickly.
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10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

17

COMMITTEE CHAIRMAN RELIS: Go ahead.

MR. PASWATER: Okayv. The scope was Lo cover anv
compost product that may be used as a soil amendment ground
cover or growing medium feed stocks could include, but not be
limited to municipal yard trimmings, plant debris, grocervy
culls, cannery discards, wood by-products, manure, or
biosolids.

All state and federal regulations that are
applicable must be complied with. The baseline minimum
standards proposed in the product requirements were that it
be primarily derived from source-separated organics and that
the ingredients be specified under material safety data
sheet, which shall be available from the producer upon
request.

The color of the loose uniform product would be
dark brown, particle size not greater than two inches in
diameter, and have an earthly aroma. The pH of the product
shall be in a range of six to eight, and with a maximum
moisture content of 40 percent by weight. And it should not
contain viable wheat seeds. And the maximum amount of inert
matter including, but not limited to rocks, plastic, pieces
of metal or glass be two percent by dry weight.

The California Code of Regulations Section 17887
specifies maximum acceptable metal concentrations and path

gen reduction requirements. The staff in Market Development
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would like to develop fact sheets relative to the compost
evaluations and a separate fact sheet relative to the compost

products bid gpecification. These would be in conjunction

with Waste Management and Educational Division and would be

used for an outreach to state agencies and local government
to promote compost procurement and use. Updates of the bid
specifications would be coordinated with DGS as necessary.

In addition to these fact sheets we also are
proposing tracking of state procurement of compost products,
most of the compost purchased is under delegated authority
from the Department of General Services. Staff would
contract the appropriate state procurement staff and agencies
that have purchased compost and report the results of that
annually to the committee. And that con¢ludes my
presentation.

COMMITTEE CHAIRMAN RELIS: 1t sounds like compost
standard isn't overly demanding and it should leave a lot of
latipude for use, at least the wav I read it. So vou want to
prepare, as a next step, these facts sheets?

MR. PASWATER: Yes. We would like to proceed with
that, working in conjunction with the other division.

COMMITTEE CHAIRMAN RELIS: Okay. And I suppose at
some point are we to regard these as reports representing
interagency agreements, and do thev need acceptance?

DIRECTOR GORFAIN: Yes, Mr. Chairman, I was going
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to suggest that the first step be to accept the reports and
forward them to the Board for acceptance and follow-up with
the rest of the recommendations in the agenda item.

COMMITTEE CHAIRMAN RELIS: Okav.

COMMITTEE MEMBER CHESBRO: So moved.

COMMITTEE CHAIRMAN RELIS: Second.

So we'll act on that now. 0QOkay. You move that?

COMMITTEE MEMBER CHESBRO: If that's what the
staff's asking for, veah.

COMMITTEE CHAIRMAN RELIS: Okay. So let's move the
second and call the roll.

MS. WADDELL: Board Member Chesbro.

BOARD MEMBER CHESBRO: Ave.

MS. WADDELL: Chairman Relis.

COMMITTEE CHAIRMAN RELIS: Ave.

And this would be consent. Consent. O0Kay, thank
you very much. Thank vou, Pat.

MR. PASWATER: Thank vou.

COMMITTEE CHAIRMAN RELIS: 0Okay. We'll move onto
item nine.

DIRECTOR GORFAIN: Item nine, Mr. Chairman, is the
consideration of staff recommendations to increase the use of
0CC and post-consumer printing and writing papers generated
in California. The presentation will be made by John Smith

who is the Market Development Branch Chief and Brian Foran.
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MR. SMTITH: Good morning, Chairman Relis, and
Committee Member Chesgsbro. At the, this item was heard at a
vorkshop on November 4th, and at that workshop the committee
directed staff to come back with two items, a progress report
on resolving the numbers between the Board and industry on
recoveryv rates. And also a refinement of the proposals.

Relating to the first issue. I would like to
provide vou with that progress report. There was one meeting
vesterday with the task force and Pat Schaivo will be
providing that update.

But before turning it over to Pat, I'd just like to
thank his staff in the Planning and, Office of Planning and
Policy for taking the lead on this issue for quickly
selecting appropriate candidates for this numbers task force,
and for providing information to those Committee Members. I
just thought a very excellent job was done and we look
forward to working with them on this project.

COMMITTEE CHAIRMAN RELIS: I'd also like to add I
know this was put together on very short notice and for all
the parties, industry, environmental groups and for our
staff, thanks for pulling it together and I look, I think we
both look forward to now hearing what vour sense of that
meeting was.

MR. SCHAIVO: OQkay. Pat Schaivo, and I represent

the Planning and Analysis Office. Yeah, I think we had
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excellent representation vesterdayv, evervbody seemed to be
very open and willing and the meetings staved veryv focused.
So I thought we were able to accomplish a lot of material
vesterday. This is the first of perhaps four meetings, mavbe
there'll be more, mavbe thére'll be less, it depends on our
progress in the future. We want to try to wrap this up byv
February, at least that's our goal. Yesterdav's meeting
consisted, I'll go just a little bit over what took place in
the meeting. We discussed the framework for yesterdays
meeting plus future meetings. We discussed defining
characteristics which comprised an acceptable methodology.
And we also discussed the different data sets that currently
exist out in the field.

Going back to acceptable ~-- what we considered an
acceptable methodology is one that has to be accurate, it
must be timely, and it must be cost effective. And then from
those major headings we further broke that down into, we
further broke that down into subcomponents within the
committee framework.

We also —-- and I appreciate evervbodv's effort
vesterday, we had presentations regarding all the different
methodologies that currently exist, vou Kknow, that's the
Emerging Market Development Studyv Effort, the RW Beck Effort,
the Interim Data Base Effort that we have here, and then in

addition we have the American Forest and Paper Association
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Statistics. So we had a major discussion regarding all of
those different methodologies at this particular meeting.
And that's pretty much where we concluded the first meeting
is going over again the baseline, kind of breaking down
everything that, you know, currently exists.

For the future meetings what we want to do is
establish more precisely what our goals are and objectives of
this effort and then we also want to begin breaking down the
components of each of those methodologies and start reviewing
each component against the characteristics that we developed
in tryving fo evaluate the methodologies or the components of
the methodologies against each of the characteristics.

And then.in future meetings it's going to be
incumbent upon us to come up with a set of definitions that
will be agreed upon by everyone also. So that's envisioned
down the road. The next meeting is anticipated to take place
December 20th.

COMMITTEE CHAIRMAN RELIS: Good.

. MR. SCHAIVO: And then after that we have another
planned for January 10th. So we have the first three
meetings already planned out.

COMMITTEE CHAIRMAN RELIS: Well I think vour time
layout is very good as far as, I think vou'll be real busy.

MR. SCHAIVO: Yeah. We have a little bit of work

to do. Again I really appreciated evervbody's efforts in
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even making it in such a short time frame and then being able
to attend these next meetings.

COMMITTEE CHAIRMAN RELIS: Do we think -- do we
have evervone at the table that can give us the clarity or
their perspectives that we need. Are we missing any.

MR. SCHAIVO: There were a few people missing
vesterday, they had., vou know, other agendas that they had to
attend, but thev'll be attending the future meetings --

COMMITTEE CHAIRMAN RELIS: OKay.

MR. SCHAIVO: -- we'll have in December.

COMMITTEE CHAIRMAN RELIS: But the interest groups
are all represented?

MR. SCHAIVO: The interest groups are all
represented.

COMMITTEE CHAIRMAN RELIS: Okay.

MR. SCHAIVO: I felt prettv comfortable with that.

COMMITTEE CHAIRMAN RELIS: I got very positive
feedback on that meeting and am very pleased.

COMMITTEE MEMBER CHESBRO: When do we expect
completion of this?

MR. SCHAIVO: We're shooting -- the goal is
February, again that's the goal, and it's just a product of
how well, vou know, we accomplish what we're trying to do.

COMMITTEE CHAIRMAN RELIS: Thank vou.

MR. SMITH: OKkay, now I'll proceed with the rest of
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the item. Before I get into the item I'd like to --

COMMITTEE CHAIRMAN RELIS: John, before vou go
ahead I failed to announce that our procedure here at
committee meetings and board meetings is if vou wish to speak
on an item we have a form at the back of the table, and if
vou would just bring that form up to Ms. Waddell, here, then
we'll get you on the speaking agenda.

MR. SMITH: Another procedural issue. There are
coplies of the agenda item on the back table for those that
would be interested in pursuing it -- for using it rather.

Since the, again since the November workshop we
looked at the comments received from all parties and although
there wasn't overall consensus on the best approach, we took
the best direction we could in developing two approaches.

Also during this process, the original -- let me
step back.

We originally had five options for OCC and three
for mixed paper and writing grades. We've condensed those
options and we've also tied them more closely together. The
proposal we have for you today talks about two approaches.
One, a regulatory approach. And two, a voluntaryv approach
with a regulatory set back. And thev both could be tied very
closelv together. Now I'l1l go through the, and give the
highlights of each for vou.

First, the regulatory approach, which would require
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legislative authority would have the following provisions:
An 80 percent utilization rate for OCC generated in
California. Would also have a 40 percent minimum
post-consumer content for OCC sold or used in California.
And it would have a 50 perc¢ent minimum utilization rate for
selected printing and writing grades. All these goals would
have to be met by the industry by the vear 2000.

We would propose having interim goals for measuring
progress in complying with those requirements. Those interim
dates possibly could be 1995, 1997 and 1999.

The second approach would be a voluntary approach.
Industry would be asked to develop their program for meeting
a minimum utilization rate of 24 percent by 1995 and 50
percent byv the vear 2000. The —-- we would still in, with
this approach use, hold back our regulatory approach if the
industry was complving with the requirements of that
voluntary program. And at any time we could, if they weren't
fhrough their progress reports meeting the requirements then
the regulatory program I just described would then set in.

Now some of the highlights of that regulatory
program would be, in addition, meeting the 24 percent

utilization goals bv '95, and 50 percent bv the vear 2000, we
would have, in using this utilization rate it could be
applied to all paper grades.

Second, industrv could be given credit for reuse
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and source reduction if that led to --

COMMITTEE MEMBER RELIS: I'm sorry, could vou go
over that previous point, I just want to hear that again?

MR. SMITH: When we're looking at this minimum
utilization rate it would &pply to all paper products. So it
could be feed stock in anyv of those products as long as they
met the overall goal of 25 percent, 24 percent by '95, and 50
percent by the vear 2000.

And again credit could be given for reuse - .or .source
reduction that was implemented by industry to reduce the
amount of material going to landfill. Also this approach
would require, would require periodic review by the board to
make sure that they complied with the goals. And those would
be —-- the target dates would probably be again '95%, '97 and
1999.

The, a proposal could also look at strategies for
wastepaper démand enhancement, and supply enhancement, and
also a public information and education effort to increase
recovery and diversion.

In order for either of these proposals to move
forward we need either the regulatory program or. voluntary
program. We need to reallv resolve the numbers issue because
the recoverv rates are what industry will be judged upon
whether it's 3 regulatory program or a voluntary program.

8o it’'s very essential that we, in a timely way get
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some resolution on these numbers. And as earlyv as, and has
already been indicated by Pat Schaivo, I think we're on
target in getting that task force moving.

Now in terms of how we visualize the next step in
the development of the proposal, we would see first that
todav the listed input from vou the committee members and the
interested party in the audience, that again we continue to
get quick resolution on the discrepancy and diversion
numbers.

That we review the industry pronouncement on
expected, on their December 8th pronouncement where they
expect to expand the goals for recovery, and to look to see
if that does have some applicability to the State of
Califofnia. This will be a standard that will be nationwide.
So we look to sgsee if there's anvthing in that that could help
us in more fully developing a voluntary proposal. And then
we would bring back a fully developed proposal at a
subsequent committee meeting.

Both I and Brian Foran will be here to answer the
questions that vou and the audience may have about this
revised proposal. But before turning the floor open for
questions I would like to add that there's a member from the
American Forest and Paper Association to talk a little more
about the issues of using recovered post consumer waste in

the printing and writing grades. We felt that that issue
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probably didn't get equal attention that OCC did, so we would
ask that Virgil Horton be allowed to speak to that issue
today if possible.

COMMITTEE CHAIRMAN RELIS: Fine. Thank vou vervy
much. Comment.

COMMITTEE MEMBER CHESBRO: I'd just like to say
that going back, I guess it's been a vear, there was a
struggle to get that, this conceptually included in the
Market Development Plan. And it wasn't clear .at all how
committed my fellow Board Members and the staff were, and I'm
very pleased that we're at the point with a proposal
beginning to come together, and I'm very excited that it's
happening. I was a littie worried. I'm not pointing fingers
any place in particular, but just in general I was a little
worried that we weren't gonna be able to get it this far
along and I'm excited about the prospect of the board
providing the leadership to the legislature to take this very
important step forward.

I mentioned earlier that I was talking about the
compost.. The need to respond to the needs of local
governments and I think that applies every bit as much here
when we're talking about the paper stream and the need to
assist those who have been given the liability and the
responsibility for getting the materials out of the waste

stream with making sure that there's a use for these
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materials. So that's my take on it for the moment.

MR. SMITH: Thank vou.

COMMITTEE CHAIRMAN RELIS: Well let's go on then to
the presentation. So if we could begin now with that. Did
you hear me? Let's go forward with the presentations from
the American Forest Products people. Please come to the mic
here. Who's doing this?

MR. HORTON: Can we change the order just slightly
because our representative from the FDA just arrived.

COMMITTEE CHAIRMAN RELIS: Okay. Well vou work out
the order, just, let's get going, though.

MR. HURLEY: I've signed a, --

COMMITTEE CHAIRMAN RELIS: Ed Hurley, ves. Just
state vour name again for the record.

MR. HURLEY: Ed Hurley with Jefferson Smurfit:
Corporation. And I wanted to start off by reemphasizing what
was initially reemphasized about the absolutely first class
job that the staff has done with Brian and Pat and John and
the various task force. The meetings were well prepared, got
us a good kick start, very cooperative and it's really
helped, and I think it’'s going to help us down the road.

And I'm gonna make mv remarks rather brief hecause

we have had a number of discussions a couple of weeks ago and
vesterday and so forth, and my remarks will be directed

really at the regulatory option. And for that I just want to
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very quickly, if I mav for the group here, to show vou where
the paper industrv is and has been.

In 1992 nationallv we recovered almost 34 million
tons of paper and we had a recoveryv rate of almost 39
percent, and if vou'll looRK at, from 1982 when we were about
26 percent, we're now at 38 percent utilization. Now
utilization is a very, very rough estimate of what the
overall recvcled content is of the paper produced in the
United States. And we went from about 24 percent in 1982 as
you can see to 31 percent in 1992,

Now I don't have the growth rates in there, but the

growth rates are seven or eight percent Jjust in tonnage

'.recovery. At the same time the U.S. economy was growing at

three or four percent. And the production of paper was
growing at about the same rate. So what we've had is a rate
of growth almost double what the production rate was. 8o
there is a commitment from the industry. So, and this
occurred without any government mandates. It occurred
because of market forces and customers coming to us saying
that's what theyv wanted, and we were putting, we were
developing products for them that met their requirements,
their engineering requirements, their customer needs.

And T will tell vou just very quickly a very
anecdotal storv. Last week I was with a buver of corrugated

packaging from the largest consumer manufacturer in the

PETERS SHORTHAND REPORTING CORPORATION {916} 362-2345




10
11
12
13
14
15
16
17
18
19
20
21
22
23

31
United States. And he had a very simple question for me. He
said, "Ed, what's the benchmark for content?

And I said, "There is no national standard," I
said, "But the EPA guidelines was 35 percent postconsumer."
And I said., "A lot of people have followed that as just a
benchmark. And they have since 1988 from the time that those
guidelines were enacted. And that probably has been a
stimulus as much as anvthing. Tt wasn't a mandate, it was
just a benchmark. And it was a technically achievable
benchmark." And I just throw that out for, as an anecdotal
example.

But I will also give you just a quick background on
the paper that's been collected in the State of California.
Now this is just California, this is corrugated collected in
California and shipped either, used in state or shipped
overseas 2.2 million tons from 1980. We've had about a four
percent, just under aAfour percent growth. S0 again in
Californié what we had is we have all of the potential
consumers todav of corrugated boxes. I should sav all the
potential consumers, yeah, all the potential consumers are a
hundred percent recvcled already. There isn't any virgin
that's going to be displaced.

So we, when we get into the minimum content we have
a question of whether that is going to do anvthing to

stimulate additional recoverv because wWe have a very high
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And the other issue that I addressed in a workshop
a couple of weeks ago was in fire degradation. And I have
for the staff two research papers, one from Great Britain and
one from the Forest Servicés Laboratorv of the U.S.
Department of Agriculture that talks about degradation on
recvcling and a number of recycling cvcles, so to speak, that
the paper goes through. And I will give that to the staff,
and I think it's very illuminating.

And right now our overall content for corrugated in
the United States is about 30 percent, and we don't know what
the optimum is because we still make the world's best quality
boxes for.corrugated boxes. But that corrugated also is the
feed stock for recyvcled box board which is cereal boxes,
construction board, gvpsum board and even tissue. When they
bleach the tissue or they make the tissue brown, but that is
the feed stock for a tremendous amount of the paper
recovered. Domesticallyvy we recovered last vear 27 million
tons, 17 or 16 million tons of that was corrugated.

So we don't think with the recovery rates, and I
will sav that we believe that the recovery rate
conservatively in California right now on OCC is over 60
percent. We don't believe that a government mandate, a
regulatorv scheme is going fo help the issue of market

developmenlt. Markel development will occur because of the
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markelt: Fforces thal. have developed. The new capaacities Lhat
have come on outside the datle, but are sourced from within
Califaernia.

But. T will add in clesing that no matter what
scheme we come up with or we talk about., whether it's the
regulatory scheme or the voluntary scheme that we've talked
about with staff and discussions are ongoing. We still have
what T consgider our major problem and that's the flow control
issue. As I've said in earlier ltestimony here my company
Jafferson Smurfit who has three mills in this state, we are
basicallvy on hold right now on any expansions of our mill
capacity until that particular issue is resolved. And that
has to get resolved if we're going to move forward. Thank
you.

COMMITTEE CHATRMAN RELIS: Thank vou. Virgil
Horton, please.

MR. HORTON: Good morning to each of vou. My name
is Virgil Horton, T'm vice president of the paper group of
the American Forest and Paper Association, which I'll refer
to from now on as AF and PA because it's easier to say.

Paper group consists of four major divisions,
Printing and Writing Group, tissue Papers, News Priht and
Speciality Industrial Packaging. This morning I'm here to
talk more ghout the Printing and Writing Divisioan of AF and

PA. They represent. 82 companies thal manufacture over 23
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million tons of printing and writing paper annually, or
that.'s aver 30 percent. of the total U.S. paper and paper
haard manufactured in the United States.

Refore T discuss the specifics of printing and
writing papers I would 1ike to talk ahout the paper industry
in general. 7T know that vou've heard, and T understand that
vou've had some of the status of paper recoveryv and recveling
alreadyv shared with vou. Let me take just a minute to
remind, if I mav, on the progress that has been made. It was
nearly four vedrs ago that the U.8. Paper Industry
established its 40 percent goal to «collect all paper, paper
board thét would be consumed, 40 percent of that in, by the
vear of 1985.

I would like to point out and I know vou're aware
that we are two vears ahead of schedule. And in 1993 for the
first time in historyv there will be more paper that will be
recovered than is actually going to the landfilis. What did
it take to achieve this goal? And what will it take to
cont.inue this progress? One kKev factor in our abilitv that
contribnted to this progress is the flexibility that the
manufacturers demonstrated in how best to add value and
utilive recovered paper.

We feel there must he a continuation of the market
driven recovery based approach Lo recyaling expansion that in

the recent vears I feel this led to extracordinary growth in
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BADRPr racovery and rense.

Tn additinn, we haope policies must allow
manufacturers access Lo the recovered paper supplies, a major
growing raw malerial source, very important to us. Flow
contral policies constitute barriers to our efficient
recveling expansion.

Second, T think the {}.S. Paper Industry has made
unprecedented investments to expand recyvcling capacitv, and
we did this by retrofitting and building new paper making
machines that can utilize the additional amounts of recovered
baper Lthabt we've been, having collected. Because of this
commitment., recovered paper is expected to supply more than
40 percent of all ol our fibers supply Lhat will be used in
the U.S. paper, paper board production at the turn of the
century. That's up from 27 percent in 1990. So we've been,
gone Trom 27 percent in 1990 to 40 percent by the vear 2000.

Finally on collection, I feel that each American
must continue their vital role in the source separating of
paper for reuse. AF and PA appreciates the importance that
the California Tntegrated Waste Management Board has placed
on recoverv by establishing a state mandated recovery rate
for 1995 and 2000. By setting and achieving the industries
voluntary 40 percent recovery goal, we believe that the paper
industry haa gone 3 Tong way in aasisting vour state in

redching the goals that vou have had.
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We are concerned. however, that the market
development aptions that currentlv are under consideration by
the board do not really further our abilitvy to recover and
recvaie more papetr, hut mav be counterproductive to those
ef forts. )

Additionally, it's our concern that such proposals
for the State of California could he devastating to the
stalle's business community. Recognizing that the board has
already heard a great deal about the industries aggregated
efforts on recyvcling and progress in the corrugated division
of our industry, T would, therefore, like todav to focus on
the printing and writing papers.

First, and I think this is very important, and let
me say we share the same goal. The printing and writing
paper segment of thé industry is also committed to increasing
the recovery of paper for recvecling and the diversion of
paper from landfills and other disposal. We are concerned,
hovwever, that the proposals do not meet the criteria listed
in the November 4th report on recveling options. Printing
and writing place marketplace initiative that we helieve will
maximize recvaling and meet customer demand for recvcled
products. We announced this at the beginning. T wilt
digcuss this in more detail as we go a little farther along
in A few mimites.

As a background, Lhe industry has made considerable
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progress in recoveryv dand the utilization of recovered fiber
in recent vears. T might. point out that this is in spite of
4 recession thal, hags tremendously limited our capital
availability. There are over 145 new expansion projects for
the recvaling of paper, recovered paper that are in place or
have heen announced for completion by 1995.

In Lthe period of time between 1988 and 1995 the
industry has spent over 7.5 hillion dollars or it will be
expended by the time we hit 1995.

COMMITTFE MEMRER CHESBRO: Nationally? Is that a
national figure?

MR. HORTON: National figure. Thirteen new
projects, and again this is national, are designed to produce
printing and writing papers containing recvcled fiber. These
are either under construction or in the final phases of
planning.

In addition to thal there are another 33 projects
that are slated Lo be producing recvcled pulp, and that pulp
will be used for conversgion into recvcled printing and
writ.ing grade as well as other tvpes of products. More will
be annonnced. We ligsue a hook about every six months that
lists the additional site improvements, site planning. and
the tvpes of paper, recovered paper and the amount of tons
that, will bhe nsed. This expansion will result in the use of

a0 peraent, more recveled fiber in our printing and writing
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products hy 1995 than we actually used in 1991,

—

wonld like to restate that.. By 1995 we will have
increased our use of recveled fiber by 40 percent than what
was used in 1991. Putting it another way, in the area of
collection, printing and wiiting papers were being recovered
in 1990 at a rate of 28 percent. With the growth and
recavery of office, and this was spearheaded bv the National
Office Paper Recvceling Project which was endorsed bv EPA and
that particular group was resident and kind of overseen by
the conference of mavors.

We expect a recovery of printing and writing papers
will increase to at least 38 percent by 1995. This is close
to the industryv goal tﬂat we had set of 40 percent of al)
paper acnsumed in this countryv on a national basis. I think
it's also important to note that the versatility of the use
of these prime fibers to make paper products including
tissue, recycled paper hoard, printing and writing papers,
and a range of other products.

I stand here before vou today and I say very, very
c¢lear and with commitment, that the U.S. printing and writing
manufacturers are committed Lo recveling and thev are, in
fact, investing in recovered paper processing operations.

The industrv is really pursuing a three part strategy.

Firsl, we're working wilh husiness and the public

g0 Fhat. we might recover more olean, high quality paper that
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ig suitable for making use in recveled content printing and
wriling papers. That is, of conrse, expanding and taking
place largely through the expanded office sort programs and a
mimher of the magazine natalog-tvpe collection programs that
are heing started and generated around the countrv.

Second, the industry is researching and investing
in new processes to provide more flexihility in its use of
recovered papers. T will insert here that a verv major mill
in this country is now producing printing_and writing papers
with a bundred percent recvcled fiber making use of old
newspapers in a printing and writing products. Flipping that
around it seems a little unusual because most of the time our
printing and writing products were going the other wayv.

COMMITTEE CHAIRMAN RELIS: Excuse me, has that ever
heen done before? TIs that the first such plant worldwide?

MR. HORTON: TI'd sav worldwide because I'm not
sure, Paul, but it's something that.'s taken on added
significance in this countrv. It's allowing a printing and
writing sheet of paper through lLechnology and used to do some
things thaft we just haven't done. And that flexibilitv, T
think, is very impartant for us to maintain. Tt allows us to
search cut other fvpes of technology to accomplish what we I
think share as a common goal which is making use of the
technolegy 48 much as we can. We're making, we're making use

of Lechnology, we're learning more, we are continuing to
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wiirk.  The cosll of the particular project was a hundred

million dollars, it's going ta use voughly 105 tons of
recovered paper annuallv.

And third, manulacturing and encouraging the print
communications industry, there I'm talking about publishers,
envelope people, printers, and what have vou to make their
performance quality products when they put it together to
think in terms of using inkg, toners, glues and adhesives,
that will ke more recvclable. This will allcw us to
facilitate greater paper recvclabilityv.

We're working with them. It's an education thing
we're trving to help people help us. Your value added
processes need to be friendly to our recveling process so
that we will be able use more fiber without some of the
aéverse impacts that go along with it.

Printing and writing papers are high quality
papers. Thev're used to carry printed information. Much of
our printing and writing papergs is, in fact, uncoded papers
used for bhooks, used {or stationary, used for that thing that
we all have which is copving machines and the 1like. The rest
are coded papers and thev're used for magaxines, catalogs,
brochures, and various other tvpes of printed pieces.

Irn all, the thing to remember is there are
rhonsands of different. tvpes or grades of printing and

writing papers of which all of 'em have varyving degrees of
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performance or manufacturing specifications that will be
designed and tailored Lo meel stringent requirements. And
thaegse requirements carry a very broad arravy of in use
markelbs,

When vou hold up a piece of paper it's easv to sav
a piece of paper is 3 piece of paper is a piece of paper --
it's not.., There are certain in uses, certain standards and
requirements that it must, in fact, be able to meet in the
performance quality requirement. Runability, printabilityv,
and those tvpe of things generallv necessitate that we use
higher quality fibers and a uniform and reliable source for
those [ibers in printing and writing grades.

| Given our industries current economic condition

there have been really very few totallyv what we call, quote
"green field" unquote, brand new sites that will be built
over the next five vears. Therefore, the increased capacity
for the use of recovered paper will have to come at existing
mills and this happens by eilher our installing on-site
de-inking or purchasing recovered market pulp. In either
case it does take a significant investment. Significant
investments are required.

And the mill can take as much as a, green field
mil) can take as much as five vears to bring on stream. To
make this an economical investment Lhe paper maker must have

a reliable fiber supply to feed the mill to get the peak
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efficiencies hal are demanded by the very heavy, heavy fixed
costs we have in Lerms of jnvestment..

The pulp paper industrv is the most capital
inlensive manufacturer in the U.8. With a historical
operating rate we run at about 92 percent. Uninterrupted
aperalions then are profit imperative. And that's one of the
things that we factor in.

Recovered paper suitable for printing and writing
grades have been used primarily on the smaller, the slower
paced machines. Those that tvpicallv find nitch-tvpe
products in markets. Those machines usually are 200 tons or
less per dav. Theyv're often non-integrated. Thev're
normally mills that do not have primary pulping capability,
and they do produce premium grades.

For these machine's mill operations the operators
can buy recvcled marketl pulp or process sufficient paper
on-site through the inking facilities to maintain a
significant recvcled content level in a product over a
sust.ained period.nf time. That accounts for roughly
one-third of the printing and writing segment of the
industry.

Two-thirds of our industrv consists of high
productive paper machines. These are generally integrated
wilh pulping operations and they have very high capacitv on a

daily basis. They're the most cost efficient, and probably
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the least involved in point of manufacturing of recvcled
conteni. printing and papers todav.

The unse of the machines, typical large machines,
some of 'em can produce as much as 1,200 tons of paper a day.
These are the machines thaf can noft generallv utilize large
amounts of recvaled paper over a sustained period of
production. They can come in and thev can make some grades,
but theyv cannot necessarily do il over a sustained period. of
time.

The U1.S. Printing and Writing Paper Manufacturers
know their customers want recvcled content papers, and we
have worked together to voluntarily development a marketplace
initiative and that is to maximize our production of recvcled
content papers.

We have voluntarilv agreed that the public should
be able know. We'll voluntarily use the three chasing
arrows. Thev have put a floor that no paper will be
considered a gquote "recvceled content paper"™ unless it has a
minimum threshold of making use of ten percent recvcled
fiber.

We have over 407 machines in the printing and
writing industry, 120 of those machines are the ones that are
producing these large volumes. And T think if vou see we
make il easy and thev can do that and vou kind of grab them

and pull it in, these machines using 10 percent., 12 percent,
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1Hh percent, 20 percent will utilize a significant amount of
recaovared fibey iust hased on the very volume that Lhev are.
Most of these machines are Jocated 'in mills that are in the
North East and the Midwest. A few of them are located in the
South, Northwest, and in California. But most of '‘em are in
the North East and Midwest.

Ard based on Lhe geographic distribution of these
mills and the distance of these mills from California, as a
recovered material source, it's difficult to understand the
economic incentive for these mills to use California
recovered papers.

Thase mills would most probablv have urban source
of recovery material within a shorter shipping distance. 1In
this respect the content standard for printing, writing
papers proposed hyv California would appear to create minimal
diversion of recovering material from state landfill. And it
wonld serve to increase the cost of products being shipped
into businesses in the state.

Since the volume of California landfill diversion
would not increase the division higher levels of emplovment
in California, recoveryv processing firms would probably not
materialize as vou may think it would, and that's under some
of the options that we have been reviewing.

The certification procedures proposed for paper

heing sold in California would also necessitate a costly and
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onmbergsome administrative burden for paper mills. And what
T'm btryving to do is address the various options that were on
vour agenda when T sav this.

To encourage sustainable markels for printing and
writing papers with recveléd content, the existing world
¢lass machines that T mentioned, the verv large paper
machines, commodity mills, need Lhe flexibilitv and the
amount. of tvpe of recvaled fiber which can be nged.

This is how the recvcling can be maximized and we
believe that the weighl increase recovery of paper from
California's landfills is to encourage source separation of
all recyvclable papers including high qualitv papers to be
used to feed the raw material needs of all paper products
inaluding thé less technically demanding paper and paper
board operations.

I made a comment earlier toc some people, and I'1ll
make it now. When vou have mills that are located nearby
that are having to reach geographically very far from vour
state to get certain tvpes of recovered fiber, then that's an
area I think we need to look at and work togebher to figure
out why 1is that necessaryv, whv can't we use fiber that's much
claser to home.

We do have mills -- T believe vou have heard from
some of them, that are reaching from Oregon all the way Lo

the State of Texas to gel certain tyvpes of recovered fiber.
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S we have 1o {igurs nﬁt what that problem is. Because if
vou have that fiber here and il has Lo do with some
regiulations or definitions, then Lhal.'s something that we
must. factor in, figure oul. whal can we do to improve that.

In supmary, the response to the ceriteria that was
posed T would sav and T applied it to all options, does the
option increase demand for California secondary materials to
help achieve statewide waste division goals? We think
generally not since most printing and writing mills that
serve California are located in the North East the Midwest
and the South; most of the recovered paper used at these
mills is collected from the urban areas much closer to the
mill site. That's if yvoun keep it strictly in saving that vou
want. it to be used bv a printing and writing milj.

There are obther mills Lhat obviously can use the

fiber. The option practical to implement., administer, and

‘enforce, definitely not.. You do not have laboratory tests

that will be able to really verify the recvcled content of a
sheet. of paper, reliance on mill records and certification
really becomes Lhe only alternative at that point, and this
will be a cumbersome and costly procedure for the state as
well as for the mills, and it would then continue to
contribute to higher cost of doing business in the state.
Are Lhe option impacts on business reasonable and

appropriately ltargeted? Looking at it we reallv don't think
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gn. We think the options wonld increase the cast of doing
bugsiness in California and il would affect both printing and
writing paper companies as well as companies that are
currently located in vour state doing business here. The net
effect could be higher cost of printing and writing paper
shipments and 4 resulting loss of competitiveness bv business
within the state.

Noes the option have a net positive economic impact
on California? As stated above we really think that just the
opposite would probably take place or occur. TIs the option
congistent with or promote waste prevention and other
Integrated Waste Management goals. We agree with the board's
goal of reducing solid waste, but we believe it's really best
achieved hy allowing the industrv to use the tvpes and the
amounts of recovered paper in products which respond to
customer demand.

As already demonstrated the industry is actively
meeting this challenge, this opportunitv. Does the option
equitably distribute the pricing svstem for waste management
services? We think it definitelv does not.. The entire
burden of compliance would fall on the printing and writing
industry and its customers in Califernia. These options may
lead to higher prices, possibility of loss of competitiveness
by California businesses, with a corresponding impact on

employment. and economic aotivity. Now evervthing that vou
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have heard me g4av is bhased on the idea that the
recommendations wonld go strictly to the printing and writing
gegmant, of the industryv. What T am pleading for and what I
am saving is the Mexibility for the paper industrv as a
whole when vou look in the aggregate of paper, paper board,
would allow us to do a number of the things that we have
common goals and share common geoals in terms of diverting the
paper from the landfill.

Again T remind vou that this vear, 1993, we expect
for the first time in history to do, to divert more paper
from the landfill than to collect more paper than is actually
going Lo the landfill. And the Lotal amount of paper going
into the landfill will, in fact, be much less. AF and PA
really appreciates, T personally appreciate the opportunity
toe work with the board as vou develop vour recommendations,
and certainly our meetings with vou earlier this week and the
discussions here today hopefully will go a long wayv to
answering the manv questions surrounding a verv complicated
issue.

Paper is not just paper, there is a tremendous
amount of difference. My companies do naot make paper from
trash, thev make paper from good source separated, high
quality fiber. It's extremely important to us, we do want
it, we want it in a way that we can use it. As vou move

forward in the development. of these proposals T personally,
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and the industryv as a whole, hope thal. Lhis dialogue can
anntime.  And that we will conlinue Lo reccgnize that the
industry has some veryv aggressive and voluntary efforts
Already underway and that we will not, in working together,
we're hopeful Chat recommendations will not be made that
would mitigate the currenl progress that we're trying make.

Thank vou for vour time todav. Thank vou for
inaluding us.in Lodav's workshop. And I would be happy to
answer any questions that vou might have.

COMMITTEE CHAIRMAN RELIS: I don't have any
questions at. this point.. T think we'll, in order to get
through our agenda at this point we'll ask the next speaker
to come forward, unless staff has a comment here. Brian.

MR. FORAN: Mr. Horton, could vou repeat the
statement regarding the amount of paper produced? 1 believe
it was, vou were saying from U.S. paper producers and the
amount landfilled? Could vou ijust repeat that statement?

MR. HORTON: I said for the first time in history,
1993, is that the statement?

MR. FORAN: Yes.

MR. HORTON: Okay. We will be recovering more
raper than is actually going to the landfill. Tt's estimated
and we'll know in the next few weeks that we will recover
36,700,000 Lona. And Lhatl going to the landfill would cnly

he 34,200,000 tons, and that comes From Franklin and
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Associalkes studvy that has been completed. T might point out
that. the high point in recent hiatorv Tor paper being
landfilled was in 1987, and at that point 47,100,000 tons was
Acttually going to the landfill. Sc¢ vou can see there's,
since 1987 to 1993 there's been a significant decrease in the
amount of paper going into the landrfill.

COMMITTERE CHAIRMAN REI.TIS: Brian, does that cover
vour --

MR. FORAN: Thank vou.

COMMITTEE CHAIRMAN RELTS: Okay. Well T'd like to
thank vou for a very comprehengive account of where the paper
industry is todayv. And T think this, if T heard one comment
thal., or theme that it was the flexibilitv?

MR. HORTON: Yes.

COMMITTEE CHATRMAN RELIS: Would that be a fair
statement?

MR. HORTON: The one thing we need is flexibility
to make and utilize the most recovered fiber we can to where
we can do it hest.. And T think what that allows us go do as
an industryv is help von meet vour goal as well as our own
goal. T think the ltwo will mesh verv well, and that is Lo
recover more and more usable source separated fiber in the
manufacture of paper.

COMMITTER CHATRMAN REILTS: Thank vou.

MR. HORTON: Thank vou.
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COMMTTTEE CHATRMAN RELTS: Now in the presentation
by American Forest Producls is there a Kathy Lvnch here? Are
vou part of the pregentation?

MS. LYNCH: T just have a question.

COMMITTREE CHAIRMAN RELIS: Okav.

MS. LYNCH: T thought that was the proper time.

COMMITTEE CHATRMAN RELIS: JIs there anvone else
who's part of this presentation or are we -- okay, is -- do
you have a question at this time?

MS. LYNCH: T think it's relevant to this, veah.

COMMITTEE CHATIRMAN RELIS: OQkav. Go ahead.
Tdentifv yourself.

MS. LYNCH: Yes. Kathv Lvynch, with the American
Forest and Paper Association. And really my question, first
of all I very much appreciate the working relationship we
have with the board and staff and the process that we're
going through in determining where we go from here. I Kknow
that option C seems to bhe what we're focusing on and T guess
at. this point T have a question about the process and what
the perception of the board and the staff is about the steps
and if option C were whatl went forward from the board, what
do vou perceive that to be?- Regulatory, legislative, if, we
really need to know that.. It's real nnclear.

COMMTTTER CHATRMAN RETTS: Well T think as is lLhe

nature of what we've heen Lrving to work out here it's a
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combination of the two. T think we would prefer to move
ahead with what we can do regulatorily, but to understand the
relationship belween the regulatorv push and the hammer side
of it, and ¥ think we'll get to that in due course.

MS. LYNCH: 7T'd Tike to pult it out there as
something I think soon we need to have a clear understanding.

COMMTTTEE MEMBRER CHESBRO: I think I made my
intentions clear at the last meeting, so, as far as where
this board member is coming From.

COMMITTER CHAIRMAN RFELTIS: T think we'll be clear
by Lhe end ol the dav.

COMMITTEE MEMBER CHESBRO: Let me qualifv that by
saving I think there's a greatlv improved dialogue going on
here so I don't want to make that sound like some sort of
threatening comment, T mean, but I do think that we respond
to the legislative, the legislative mandate and in our
options as a board are limited without going through the
Tegislative process and they really, thev and the governor
are who we take our direction from and so T think any
leadership we provide needs to be aimed at recommendations to
them. And thal's the wav T see it.

COMMITTEE CHATRMAN RELTS: Okay. TI'd like to, at
this time, call on Mark Murrav from CAW.

MR. MURRAY: Thank vou, Chairman Relis, and Board

Membaer Cheshro. T want to just note -- Mark Murrav, I'm also
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representing the Curbside Recveling Coalition as well as
Californiang Againgt Waste. T repregent. hoth organizations
on recvaling market development issues. And T would like to
reiterate the reileration of the reiteration of complimenting
staflf on their excellent work on this work product. And
state that, von know, we obviouslv have long since passed a
time Ffor action on this and as Mr. Chesbro noted in the
earlier discussion about composting, we really can't afford
to continue to evaluate and to study these issues, we really
need to move forward. Grasping with whatever authority that
we have to move forward on this.

I mean local government, private recyclers, and
California aitizens have been saddled with the responsibilitly
of cutting their waste in half since 1989, and vet we all
collectivelyv, those of us involved in the policv-making
nrocess have failed to fallow through on the meaningful
market developmenl acbions that are needed.

T want Lo junst, three quick comments on some of the
points that were nolted earlier, and when it was noted that
the great progress the paper industryv has been making in the
last couple of vears I would state first that I finallyv got
around to reading William Rathje's book "Rubbish" and he
notes at the turn of the centuryv the recveling rate for waste
pgaper was 15 parcent.

So if we hegin at that point at 15 percent at the
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turn of the century our level of progress up to almost the
end of the century is not as successful as one might think.
We've got, we've got 21 percent recveling rate for waste
paper in California that the board data is indicating. The
EPA data suggests it's 30 percent, vou know, jt's probably
somewhere in the middle there and the problem, Jooking at the
course ol Lthis century we haven't made that much progress.

In terms of the progress we seemed to have made
between 1990 and 1992 in terms of the recoverv and the
utilization of wastepaper, I would note that T'm sure it has
nothing to do with that jump, but that happens to coincide
with Lhe time that California and many other states passed
minimum recvcled content laws on newsprint.

Tn terms of the Franklin numbers, in general, that
were referenced earlier, if California was to use the
Franklin numbers in evaluating our waste streamlwe wouldn't
have a solid waste problem because the Franklin numbers so
understate Lhe amount of waste that's being generated in the
nalbion, and if vou extrapolated the amount of waste that's
heing generated in California.

So the Franklin numbers don't show, don't even
measure how much waste ig being disposed, and what they
suggest is being disposed based on what is generated is
subhstantially Jess than what is aatnallyv heing reported is

heing disposed by Jocal governments across the country.
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8o in terms of {he place for regulalorv action, the
place for voluntary aation, ihe board local recvalers can't
wait for legislative aclion. We've heen working on
legiglative approaches for the past couple of vears, and
we've gob ko move forward with somebthing now. We can't just
git around and wait for the legislature to figure it out.

Secondly, we've recognized that the voluntary
approach up to this point hasn't lived up to expectations.
Basically the voluntary approach that has been in place has
failed. Tt hasn't done the job. 8o something is needed in
the middle and I think that the, this board has the authority
reallv ag sgpecified recently in AB 1909, the board has the
authority to take an action that is reallv a middle ground
beltween legislative action and just allowing voluntary
approaches to continue.

And we would suggest that that action that's needed
is for, that this Board should immediatelv establish total
postconsumer wastepaper utilization for recyveling goals kind
of a4 long statement.. But utilization for recveling of
wastepaper. Those should begin in 1994, those goals, those
should continue to the vear 2000. The utilization for
recveling goals must he at least 40 percent total
postconsumer wastepaper generated in California in 1995.

Thaev must increase to at least 50 percent of total

postconsumer wastepaper generated by the vear 2000.
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Faollowing the eatablishment, thal's the [irst step,
ta establish those goals. This Board shonld establish those
goals. Following the eslablishment of these overall
wastepaper utilization for recvcling goals the Board should
work with the paper industrv, with recvelers, with local
government, and environmental organizations to establish
annual subgoals for the various categories of wastepaper.

The subgoals, though, have to, in their total, add up to in
1995 not. less than 40 percent and in the vear 2000 not less
than 50 percent..

And by utilization for recvcling goals we're
referring to the amount of postconsumer wastepaper generated
in California that the paper industrv or other recvcling end
users are able Lo find a home for. And this is, this might
be considered a voluntarv approach. _It's, rather than having
@ legislative framework in place, it's saying the Board is
going to establish these goals, but in order for this
non-legislative approach Lo work, it's essential that the
paper industry and the other recyvcling end users of
wastepaper be responsible for disclosing the total amount of
California postconsumer wastepaper utilized bv these end
users for the various categories ol wastepaper.

8¢ whal. will these goals get ug? Number one, these
goais will get. us end nse markets For wastepaper collected

for reavaling. That's the number one need of recvcelers and
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Ta:xal governmen!. righl now.,

Number two, it will give us a vard stick, a wayv of
measuring the progress that the paper industrv claims that
thev're making. And T think the paper industry does have a
good track record in recenf vears of reavaling, but we need a
way of measuring their postconsumer recveling efforts in
California. Overall recoverv goals for the nation don't do
t1s anyv good here in California.

Thirdly, we need to have a signal to wastepaper
collectors in the public and private sector as to which paper
grades hold the greatest recycling potential. And by
"recvecling," potentially I mean are there going to be markets
For this material. 1In terms of, vou know, this is the
approadch T think we need to move forward with now. I think
Lhe Board has to continue the process that thev've begun in
terms of developing regulatory and basically minimum recycled
content. mandatory utilization legislation.

But. rather than wail until that process is finished
and rather than having to sgit. through presentation after
presentation of why it can't be done, the Board needs to move
forward immediately with goals that respond to the goals that
local governments and private recvclers have to deal with,
and California citizens have to deal with right now.

So T think it's imperative that we do continue to

work on the regulatory approach, the minimum recvcled content
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approach and figuring out how to make that happen in terms of
which grades of paper. Tn Lerms of, so vou could describe
this as the voluntary approach, although T think it really
demands the Board setting, aestablishing some verv gpecific
goals and a very specific disclosure process for the paper
industry.

T want. to make a couple of points with regard to
the staff, the staff report as it was descaribing the
voluntary approach and one point that was made, that we
disagree with, and that. is the need to come up with the
nmunbers first. We've gotl goals in place that local
goverrment.s have Lo meet hy the end of this decade, and we
think it's appropriate to establish wastepaper utilization
for recveling goals based on those goals, and that's whv we
were proposing not less than 50 percent bv the vear 2000, not
less than 40 percent by 1995. So we would disagree with the
motion that we ﬁave to pin down these numbers first.

Secondly, the staff report references recovery in
the voluntary approach and all vou need to do is go out to
the City of Folsom in the warehouse where they keep the
material that thev've recovered from the Citv of Folsom waste
styeam and kpnow that recovery is not utilizing this material
for recyaling. So what we need Lo be measuring, what we need
to he having the paper industry disclose is the amount of

postconsumer wastepaper that Lhey are using.
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Finally, T also want to disagree with the notion, I
agree wilh the ataff réport and T really applaud them for
taking that step away from just corrugated and printing and
writing paper to looking at the aoverall wastepaper stream.
But. ¢learly right now wastepaper equals 54 percent of
California's existing diversion. Ti's going to he essential
thal wastepaper and other recvclable materials exceed the 25
and 50 percent goals thal we've established for local
government.

So we believe that it's going to be imperative that
we go beyond the 24 percent recovery goal that's suggested in
the staff report'andAat minimum given the paper industries
stated goal of 40 percent recovery by 1995, we think it's
appropriate to establish a California postconsumer wastepaper
utilization for recycling goal of not less than 40 percent by
1995.

So just in closing we think that the Board has the
authority to move forward on this approach. We think that we
have t.o continue in terms of the regulatorv approach. We
have to continue in terms of the number crunching, finding
out. where we are and how paper is hroken down in terms of the
different waslepaper categories, bul. we need Lo move forward
immediately in terms of establishing utilization for
raecvaling gnals. Thank's a lot.

COMMITTEE MEMBER CHESBRO: T got a question for vou
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Mark. T'm == mavhe T'm misunderstanding whal. vou're saving,
but. mavhe we'ra in disagreement here. Are vou saving that
Lhat the Roard should adopt utilization goals and not pursue
the legislative hackup for it?

MR. MURRAY: No.  No. I'm saving that having been
involved in pursuing legislation in the minimum recycled
content front T recognize that the time that is associated
with that process and the debate that ensues with that
praocess. So I am saving the Board should immediately, as a
first step, establish utilization for recycling goals.

COMMITTERE MEMBER CHESRRO: That's not exclusive of
legislative?

MR. MURRAY: Absolutelv not. No. We have to
continue on Lhis process of moving forward and the regulatory
approach, bul not get bhogged down in the regulatoryv approach
which, where we have one annual shot to trv and get sav a
minimum recvcled content or a mandatory utilization approach
through. And T'm suggesting that now, wilth the passage of AB
1909 the Board has the authority now, we believe, to
establish the utilization for recvcling goals.

There's a question as to whether the Board has
existing authorilty ko establish minimum recvcled content
goals and so we wonld suggest that we continue to flush that
igsne out, bt first lel's make sure we get those goals in

place.
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COMMITTEE MEMRER CBESBRO: Well mv earlier comment
ahout needing to respond to legislature, that did have to do
specifically with mandatory, the fact that T felt that, you
Roow, from every indication I've had we don't have the tools
Lo mreate a mandatory utilization rate, and so it’'s mv hope
that. that is a component in the strategv we develop.

Although I also think that the concept of going ahead and
using the Board's authority to make waste policy for this
state irregardless of what the tools are for carrying it out
to selt a goal is a verv good suggestion and one that we ought'
fo ——

MR. MURRAY: Yeah. And let me just kind of follow
up because I think that the notion that the industry is
suggesting that, vou know, thev need flexibility I think
that, vou know, we appreciate that. And, for example, we
have minimum recvcled content standards in place now for
glass. Those postconsumer minimum content mandates are
insufficient to create markets for the amount of glass that
we're colleating. So theyv're on paper, but thev don't really
do anvthing for us in terms of creating market demand. So I
think that, for example, rather than pursuing specific
minimum content legislation, the Board mav want to pursue the
anthority to establish minimum recveled content legislation.

So thatl,, von know, that wonld be the legislature

giving the Board the authority to set those goals based on
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markel conditions. And that mav be the appropriate wav to
purgne the legislation. T don't know that we've figured out
the speciflic appropriateness. We certairlvy know that minimum
recycled anntent works, but can we set in place in 1994
minimum recvcled contenl standards that take us through the
vear 2000 that. are going to be at the appropriate level to
pull material through. We know it works, we know we need it,
but how did we actually structure it.

Ideally from my perspective the Board will have the
authority to set that minimum recvcled content standard
rather than, vou know, waiting for it to go through the
political process over at the legislature.

COMMITTEE CHATRMAN RFELIS: Mark, did I hear vou sav
that in your view though the principal of flexibility is an
important one?

MR. MURRAY: Yeah, I think it is. T mean we're
talking about hopefullv, hopefully recvcling will cause a
change in the economy. Hopefully it will create greater
reliance on sacondary resources than on virgin resources.

And so that's gonna throw this very large sector of the
economy in flux as thev shift from being dependents on virgin
resources to being increasingly dependant on recvcled
resources. And so fo think that we could in 1989 or 1994 sav
where we're going to go --

COMMTTTER CHATRMAN RELTS: Yeah.

PETFRS SHORTHAND RFEPORTTING CORPORATTION (916) 362-2345
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MR. MHRRAY: -- then T think it's appropriate to
have flexibility.

COMMTITTEE CHATRMAN RELTIS: Anv other comment?

MR. MURRAY: Thank's a lot.

COMMTTTEE CHATRMAN RELTS: Thank vou verv much.

Brian, you have a cquestion for Mr. Murrav?

MR. FORAN: Yes, Mr. Murray vou were recommending
establishing utilization subgoals for individual paper grades
and I was wondering if vou were, if the Board were Lo
establish an overall utilization goal for all paper grades in
a particular -- and we also established these subgoals, but
one particular grade of paper were to fall short of those
goals, what did vou have in mind as far as recourse to that
if the individual grade not meeting its specific goal the
industry still has met the overall paper utilization goal
that we had established?

MR. MURRAY: Well again, vou know, this goes to the
flexibility of, vou know, Lhe Board would make an assessment
if the overall gocal has been met the commodity specific goal
hasn't been met the Board can weigh whether or not the
hammers should come down in that circumstance.

And let me give vou, 1in one circumstance, I think
the Beoard could sav heyv, overall we met it, no harm done,
let's move forward, At the same time if we signaled and in

conjunction in Lerms of developing those subgoals with the
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paper iadistry we have suggested, for example, that the
subgoal for corrugated should be at a certain level. And
that goal is missed and we had a whole bunch of loaal
governments and a whole bunch of private recvclers invest in
collection programs for that corrugated material, I think
that.,, vou kpnow, there's a need .o have goal, vou know, if the
panper industry has said this is part of the goal, T think
there's a need to have a hammer that comes down to protect
that investment.

MR. FQRAN: Thanks.

COMMITTEE CHAIRMAN RELTS: Glen Sheeven, is that
right?

MR. SHEERFN: That's correct.

COMMTTTEE CHATRMAN RELTS: Thank vou.

MR. SHEEREN: Thank vou for the opportunityv to
speak todayv. T attended Lhe last meeting that was on policy,
and listened to this one. And I work for Inland Container
Corporation, and we're a major paper rvecvcler of old
corrugated boxes. And we make new bhoxes from that. We have
200 percent recvaled mills here in California and ten box
points, and TI'm sure the staff's quite aware of who we are,
elcetera. But one of the things I wanted to point out and
T'11 make mv comments brief, I wanted to go back to a point
that seems to be getting lest in the discussion and that is

the question of barrvier Lo dinvestment.
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Tf we talk abont mandated programs and we talk
about flow control, vou're talking about the raw material,
the 1ife hlood of a factoryv, and getting involved in the
relationship hetween that factory and its end customers and
how thal product is made for the end customer. Does that
create a bharrier o investment? Well we built a hundred
percent recvaled mill here in 198% in Ontario, California.

We also spent in 1992 another $40 million expanding capécity.
So we put 500 tons a day capacity on-line in '85, and in 1992
we put another 300 on-line. We made those two investments
and I can tell vou having been personallyv involved in the
performance and the financial justifications of both those
investments that if we had in place flow control and a
mandated program we would not have made those investments.
That. is a realitv. It would have created too much
uncertainty. Tt would have created a real hurdle, and we
would not have made those investments. And vou would not
have the Ontario mill chewing up 800 to 900 tonshof old
corrugated hoxes a day in Ontario, here in California.

COMMTTTEE MEMBER CHESBRO: I've heard the argument
about why flow control did that, T don't reallv understand
why a mandated requirement wonld cause von to not do what the
law requires? In the second part it --

MR. SHFFREN: Content, minimum content?

COMMITTEE CHATRMAN RFLTS: Minimum content
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requirement.. Why would that prevent vou from doing minimum
content,?

MR. SHFFEREN: Minipum content would basicallv be a
drop in Lo our relationship between us and our customer, and
if we can avoid that in any wav I build a factory someplace
alge to supply raw materials or not make the investment at
all. That uncertainty of having somebody else telling the
two parties, the producer and the customer, what will be in
the box that the customer will ultimately buy, what product
mix and how will that be configured is not something that's
truly free market, and I don't think our company would make
that investment.

COMMITTEE MEMBER CHESBRO: It seems to me it would
give vou an advantage over out-of-state competitors who
wveren't producing recvcled content products.

'MR. SHEEREN: You would think s0, and in our case,
and il.'s especially important when vou think about Inland
Container it's almost 45 percent recvcled right now in terms
of all its mass material (low. So if anvone who would
benefit. vou would think I would stand up here and encourage
vou to do this. But T'm telling vou no, that that's a
discouragement for investment.

COMMITTEE MEMBER CHESBRQO: I'm mvstified bv the
argument.. I don't really get it, understand it, vou know,

why that would disconrage, put vou at a disadvantageous
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MR. SHEEREN: Tt creates an uncertaintv that our
Roard of Birectors wonld not want Lo see in the marketplace
with regards to our relationship with our customers. And we
would nolt make that investment.

COMMITTEE MEMBER CHESBRO: That certainly hasn't
been the case in the newsprint industry.

MR. SHEEREN: I can't speak for them. I can only
speak for Inland Container. I'm not speaking for the
industryv, I'm not speaking for anvbody but mv particular
company and myv experiences with my Board of Directors. And
I've persconally worked on the venture of getting investments
here in California, and T can tell vou that this would create
the uncertainty Lhat thev would not make the investment again
because of -- now something that would encourage them is
continuing to incur and move along the stream of voluntary
program and we compete very well with virgin sheets and
virgin products coming into the state. We continue to
compete again.

COMMITTEE CHATIRMAN RELIS: Could vou speak up just
a little bit?

MR. SHEEREN: Sure, I'm sorrv. We continue to
compete veryv effectively as a recveler, and we would
nneourage valuntary programs to continue to move forward that

are jointly done by, that are jointly, targets are jointlyv
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developed by Lhe government and the private sector.

Now one of the things that vou might consider doing
in enhancing the voluntary program is a recognition program.
A recognition of those people who have made investments. who
have mel. targetg and do ib in a very simple fashion. Don't
make il an accounting nightmare whers vou do content per bhoX.
Do it on a mass material flow basis so an individual company
like ITnland Container or Container Corporation of America or
somebody like that could come into the staff and say this is
our material balance flow, we are over the targets. Go ahead
and recognize as one of the positive contributors and indeed
reward us by bﬁblishing and publicly acknowledging the
achievements and the investments made by individual
companies. That's cone way of indeed encouraging.

Buk T don't think the process is broken, I think
people are making dinvestments, the fact that we've built the
Ontario Paper Mill. The fact that we expanded mills here in
catifornia, made investments, savs that under the voluntary
program investments are being made, investments continue to
be made. And myv fear is that with the intent and good intent
of trving to expand capacity we not do something that may
indeed accomplish the opposite objective and that is strand
investments and make a disincentive.

COMMITTREE CHATRMAN RFLTS: Thank vou. Any further

questions. OKav. John Greenherg, representing BFT.
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MR. GREEWNRFRG: T'm John Greenberg with BFT.
Tharks for the opportunity to come before vou todav. T just
have a few simple points to make, and let me just begin_uith
that.. The issues that vou're working on of market
development that is the single most important issue facing
recycling today and that is improving demand for recvclables.
I think over the past several vears and this is not just
California, but across the country, and I think it's
important nevertheless you've seen legislation, mandating
supply in this country for recvclahles vet vou've not seen
complimentary legislation or policies that bring supplv and
demand into svnc.

So T think the work of this committee and the
timing is extremely important. You've got to bring supply
and demand together and hopefully the kind of work that
vou've been pursuing here will lead to that for California
and also perhaps provide some leadership to the country as a
whole.

I'm not going to offer any detailed comments on the
report that vou've done. T will submit those in writing. As
a general matter we gsort of like option €. Aand instead of
talking about option C in any detail T'm gonna just give vou
a very bhrief overview of sort of a brcader option that BFI
has been working on and that has to do with disclosure,

mandalbory disclosure of postconsumer cantent by commodity by
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grade bv commodity manufacturers.

Aand the pnrpose hehind that would be; cone, to get
data to show what's happened to give credit where progress
has been made and alsc to highlight areas where progress has
nol. been made and point to'bractical solutions to make
progress. We think thal this kind of approach coupled with
the [all back posilbtion of minimum conbten! utilization
standards would pravide a lot of flexibility, it would allow
time for manufacturers to demonstrate progress and also
pursue creative solutions, and that's partly in recognition
that while supply has been relatively easv to produce and
certainly has been well demonstrated throughout the state
across the country creating demand is a bit more complicated
and it does require flexibility-

And my final point here, and I just can't read myv
own handwriting here. Actually that is my final peoint.
That's my simple comments before Lhe Board. Are there any
anestions fta that, to what T've said?

- COMMITTEE CHATRMAN RELTS: No. T think the notion
of disclosnure T think is just a fundamental principle in its
own right, and I think thal's what vou're getting at in --

MR. GREFNBERG: Yeah, T think disclosure is
important.

COMMITTEE CHAJRMAN REILLTS: -- reporting mechanism.

MR. GREFNRFERG: The reporting mechanism is

PRETERS SHORTHAND RFEPORTING CORPORATION (916) 362-2345
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important in a couple of key wavs; one, if vou have to tell
peaple whal, vou'rae doing, vou're gonna think aboul. what
vou're doing. And not unlike the toxic release inventory
regorting that goes on {or chemical companies, that's
inspired a lot of voluntary behavior without cumbersome sort
of specifications of exactly what they need to do, and we
think that same principle can be also applied toward
manufacturers. Thev']ll be able to report what thev've been
doing, if there's a problem there will be data there to show
what the prohlem is and possihly what the sclutions are, and
vou'll be able to measure progress and see what kind of goals
that are necessary and obviously in California you have
preséing goals before vou.

COMMITTEE CHATRMAN RELTS: And I assume this is a
broad, whal vou're referring to as a broader framework?

MR. GREENBFRG: Yeah, I'm sorry, what I'm talking
about in the proposal that T'l11 submit Lo vou is across all
commodities and is not just focused on printing and writing
paper and cacdboard.

COMMITTEF CHAIRMAN RELIS: Well T'm just saving I
think that's intriguing and T think that perhaps vou could
share that with our staff and then we could get a report back
soon on that particular venue then, that whole disclosure
venue and nnderstand it din its full context.

MR. GREENBFERG: Yeah, our hope is there are some
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ideas here Lhat would dovetail verv nicelv.
COMMITTEE CHAJTRMAN RFELIS: T mean it seems

consistent with some, verv much with Lhis whole idea of

getting the information ocut and the progress, try to

understand it and measure, "'measure how we're doing.

MR. GREENBERG: Right..

COMMTTTEE CHATRMAN RELTS: We need that. That's
what we just heard in the previous testimonv from Mr. Murrav.
So okay, thank vou very much.

MR. GREENBERG: Thank vou, too. All right.

COMMITTEE CHAIRMAN RELIS: Our next speaker is
Charles White with-WMX is it? I'm trving to, T alwavs mix up
the --

MR. WHITE: T alwavs debate whether I should just
say WMX and try to explain wha£ WMX is, but suffice it to sav
T'm here speaking for waste management.. We do appreciate the
opportunilkty to speak to vou. We did provide some written
comments,

COMMITTEE CHATRMAN RELIS: Yeah, and bv the wav I
wanted to thark vou very much for the detail of those written
comments. Tt was veryv helpful.

MR. WHITFE: Well! we hope to provide a constructive
role, but it's really a role that we can certainly
participate in, but the real effort it takes to make

recveling work really is a joint partnership with shared
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reacpomeibility which T think we're gonna keep harping on time
and time again. There ceriainly is a role for government and
vour current process is alearly demongstrating a leadership
reale and from the standpoint. of government, but it also
involves consumers, manufacdcturers, and providers'like
aourselves of waste collection and recvcaling services.

And the bhig question that we have before us is how
do we make these AB 939 goals work. And thev're pretty stark
numbers when you think about it. 50 percent, 25 percent and
the big dilemma we're facing is how is this going to work.
How do vou translate this into realitv. And clearly there
are many ways vou can proceed legislativelv. And I suspect
in the upcoming yvears we are going to see some debates in the
legislature in terms if mandatory disclosure as a
representative from BFT just mentioned, minimum content,
those debates can proceed in this role with this Board and
waste managemenl and the paper industry and others can
certainly conduct that discourse before the legislature as
appropriate.

I really think what the Board should focus on now
and T think vou are doing that to vour credit, is look at
those wavs under vour existing authority that vou can help
transtate this stark very simple claim, 50 percent and 25
rercent numbers inte something that is more manageable and

more realistic with respect to the individunal tvpes of
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materials in the wasté stream. And the bhig question is what
role should paper nlav. And T think it's appropriate to
focus on all grades of paper which seems to be the interest
of the paper industrv and certainly ocurselves and this Board
as well. Ts take a look at all paper, look at postconsumer
papers, preconsumer papers, and try to establish what role
should paper play in meeting the overall 25 and 50 percent
goals.

And really the clear thing that vou need to proceed
on right now and vou have complete authoritv to do it under
recent legislation, and legislation that's been in place for
quite some time is start taking that 50 percent number and
translating that, what that means in terms of paper for the
vear 2060. But don't stop at 2000, take a look at what that
means to reach that point from where we are today to the vear
2000,

And we think the idea of establishing annual goals
for the various types of paper, and sure we've got work to do
on some definitions, but reallyv need to be focusing on
postconsumer types of papers. And for OCC for printing and
wrilting and for mixed paper. And hy the way, mixed paper is
the area we struggle with the hardesgst in trving to find
markets. Nobt only do we have to, it cost us moneyv to
collect, Lo sori., ta package, to local transportation costs,

but. then right now in California we have o prav $25 ta have
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it ghipped overseas for use.

Something needs fo he done here to help stimulate
that market. for mixed paper. And that's going to involve an
effort. of all plavers in the program. But what the Board can
do is take a look at mﬁxed'paper these other grades and sav
here's what we think the role of mixed paper should be before
the vear 2000 and all the vears intervening that. And
establish these goals todav. And we don't need to wait for
better data to establish these goals. Well sure these goals
we establish today mav not be the exact numbers we would
ultimately choose as we proceed in the upcoming years, but
thev'd be based on the best available information that we
have todav.

And then we can monitor and adjustment -- in fact,
we had a meeting vesterday which I thiﬁk was just absolutely
helpful in understanding what the various perspective of
industry and recveling and waste companies such as ourselves,
what were, where the real problems with some of the data is.
We can collect data on an annual basis and then take a look
at what we have achieved, compare that to the goals, and if
we need to adjust categories, if we'd estimated, put a goal
too high in OCC or too low in another category we can adjust
that. But with never losing sight that we need to make the
50 percent total waste diversion goal by the vear 2000 work.

And focusing on what is the role that paper should play.
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And then we can, in this monitoring and adjustmeﬁﬁ
would provide that flexibility on an ongoing basis. And if
we fall short of meeting Lhese goals then we can reallv start
the serions debate of what we need to enter into the
marketplace if necessary or what other tvpes of tools would
be available to stimulate that market demand necessary to
bring it back into line with these goals that this Board
achieved. So the bottom line and very simply stated is we
urge vou to proceed, Fo go ahead and adopt some interim goals
For the various types of graded paper, hopefully on an annual
basisg, leading us to the vear 2000 based on the best
information that. vou have before vou today. And we'd be
happv to participate in any further discussions vou mav wish
fo caonvene on this matter.

COMMITTEE CHAIRMAN RELIS: Well thank vou. Thank
vou verv much. Anv comments?

COMMTTTEE MEMBER CHESBRO: Well again, as I
indicated when Mr. Murray was up there, it seems to me that
we should be talking a liktle more specifically about what
happens if the goals aren't met. We should be talking about
it early on, not moving to that date in the future and saving
well if they don't meel it then let's start talking about
what. wonld happen, von know. The notion of waiting till then
ta discuss itk bothers me because again from a local

government. standpoinl, voun know, they don't give voluntary
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compliance with AB 939, vou know, they're on the line.

And so it seems to me we need to tryv to put a
little more teeth into this concept. TI'm more than willing
to try to build flexibility and recognize the industry is
making progress and that, wé don'l want to over mandate the
situation, hut it seems to me they 31s0o need to undersgstand
that there's something real out there that is more onerous
should the veluntary approach not be successful. And so I --

MR. WHITE: I'm not disagreeing with you, there may
be opportunitigs for legislation to help move the course of
recvcling diversion along. But I guess my point to vou is
don't give up in favor of seeking legislation. Don’'t lose
sight of the thing vou can actually do today.

COMMITTEE MEMBER CHESBRO: Well T think that
point's been made, it was made by CAW, vou're making it. T
think it's a well taken point that we shouldn't delay the
braad official state goal that says this is the goal and have
thatl. dependant on the success of legislation. I agree with
that. BRut T also, the flip side is that we shouldn't drop
pursuing something with teeth hecause we've got this next
goal, vou know.

MR. WHTITE: Great.

COMMITTER CHAIRMEN RELTS: All right. Brian.

MR. FORAN: Mr. White, T was.wondering if you had

envisioned whal.,, how the goals would be measured, whether
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they wonld be as a straighlbt amount disposed in landfills or
as a diversicn or recovery goal siuch as AB 939 goals are
measuread?

MR. WHITE: Well T think all tvpes of paper ought
o he considered, but T think the focus ought to be in, on
postconsumer papers. And T think vou can establish the goals
based upon best available information. Now how vou measure
that, T think you rely on the paper industryv and information
you get from the local governments and do that in an open
forum say every year.

We heard from the paper industryv, for example,
vesterday thal for the data collected in the previous year it
t.akes a while to svnthesize that information and work it
through and sav hy Mav or June that information would he
available. Then the Board can hold a hearing and all
plavers, consumer groups, environmental groups, the paper
industry, the waste industry, the recyvcling industry could
come Forward and give their perspective on whether these
goals are being met. And through that process the Board can
sit in judgment then and make a best case judgment as to
whether or not. they think, the Board thinks those goals are
heing attained. DNoes that answer vour question?

MR. FORAN: Well partlyv, but were vou envisioning
that. rthe goals would he diversion goals similar to those

required by the jurisdictions in California, that 1is, we'd be
o
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comparing amount of material diverted over that generated, or
were von envisioning simply a threshold of material disposed
in landfill for particular paper tvpes?

MR. WHTITE: Well T wonld envision at least three
numhers total of, whal vour, the amount of waste that's being
generated and percentage, break that into percentage
diversion, and that could be either sheer reduction or
recyeling, or recvceling or recoverv activities. And then the
other part of that would be the amount that ended up going
to, T think vou need to have both parts to really get a clear
picture of what's going on.

MR. FORAN: Okay, thank vou.

COMMITTEE CHATIRMAN RELIS: We have one other person
who is requested to speak, and I would remind people in the
audience if vou do wish to speak on this matter vou should
gel. vour little sheet up to us right away. So Rick Best from
CAW.

MR. BEST: Thank vou, Mr. Chesbro, and Mr. Relis,
for the opportunity. Mr. Murrvav permitted prettv much, vou
know, CAW's interest in our, in some of our ideas in terms of
where the Board should go on this issue. T wanted to kind of
elahorate on a few gpecific concerns that vou had, that had
been hrought up by the committee here.

Firat of all, we feel that reallyv this is something

that really needed, as we all know, T think, been done early
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an, vou know, right afier the passage of AR 939 that if's
really necessary for the Board to establish a hlueprint, a
framework on how the Board sees its role in terms of the role
of areafing demand for recyveled materials. And a blueprint
for what. materials are going to be, vou know, specifically
pursued by recvalers and local government programs and, vou
know, what are the needs in terms of developing markets for
those materials.

And in that sense I think the ideas of establishing
utilization goals by the Board is more of a blueprint and a
framework in terms of where the Board is going to go and not
necessarily an end all in terms of this is the solution. We
see it as more of a blueprint. And now we need to look at,
vou Rnow, are there mechanisms that the Board needs to then
use to create the demand for those materials. And so we feel
the Board needs to continne to work on its current progress
in Lterms of looking at legislative perhaps solutions in terms
of minimum utilization rate or mandatory recvceled content for
recvcled materials.

We see really two needs. Number one, I mean
certainly is to create a hammer in terms of making sure that
the voluntary goals that are being considered would, would
he, vou know, recognized and pursued hyv the paper industry
with the understanding that there wonld be a regulatoryv or

legislative regnlatory framework as a backup afterwards.
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Secondly, we think utilizaticn goals aren't the
only thing that should he considered, as the staff proposal
showed this month a combination of both utilization rate and
a minimum content approach in terms in the example for 0CC of
Raving the 80 percent ntilization rate and a 40 percent
minimum content is gsomething we fTeel éhould be considered in
that utilization simply, as socon as the material gels pulled
outl. of the waste stream. But we also want to ensure that
that material goes into high value products. And we feel a
minimum content approach is a direct wayv as we've seen with
the recvacled content for newsprint a wav of developing,
making sure that material goes into high value products.

Finajly, T just simply want to reiterate, I guess,
our interest in Lerms of on the flow control issue that it's
been brought up a ccuple times during the debate here todav
and then last month. CAW has been involved in a coalition
with both the paper industry, but alsc recvclers and
generators on this issue and we feel, our interest is in
terms of ensuring the long term viability of recvcling here
in California, and so it's, we feel this is, it's certainly
necegsaryv to look at this issue.

But we feel the direction thus far in terms of
preserving the industry that currently exists is the best way
Lo ansure 1Lhat we meell the recvoled, the recveling goals that

we have and to make sure that the industries, both paper
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industry, the reavaling indugtry, that exists will be, remain
vighle in the futuyre is oritical to meeting these gnals. And
T thank vou.

COMMITTEE CHAIRMAN RELTS: Thank vou. Comments?
Thank vou. Okay. We have 'Yvonne Hunter from the League of
Cities.

MS. HIUNTER: Thank vou, Mr. Chairman. Yvonne
Hunter, with the League of California Cities representing the
only form of the community that has any enforcement penalties
for not meeting goals, financial penalties, so I'd sort of
like --

COMMITTFE CHAIRMAN RELIS: Well welcome, we're glad
to have you here.

MS. HUNTER: So we think other folks shoculd have
financial penalties as well.

{LAUGHTER.}

COMMITTEE MEMBER CHESBRO: I'm not joking.

MS. HUNTFR: Unless nof course we want to switch and
make the local government goals for AB 939 voluntarv? Or
make evervbody voluntary. Anvway, we have a very, very
strong commitment, as vou might understand, because of AB 939
and the fact that ‘we are the only ones on the book except for
possibly the Waste Board, and I'l] get to that. We have a
vary, very strong commitment in supporting increased markets

For recvaled material.
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We support almaost anv bill or anv program that
looks 1like it stands a chance to increase the markets. And
I'm sure the Roard Members and others in the audience, and
Roard Staff have been at meetings like I have with local
offinials, whether they're elected or thev're staff, and the
question asked at every single meeting is markets, what's
happening? What's doing? What's going on? What is the
State doing? What is the Waste Board doing? What's the
League doing? We are collecting all that material and it,
it's gonna, unless theve are markets there our programs that
will become so expensive hecause thev'11l just have to pass
the cost on to the rate paver unless there is a viable market
for which to, for these diverted materials to go to.

Local governments rveputation and financial well
being is on the hook as it relates to AB 939, but T think
indirectly and it's, I Know, discussed at a number of board
meetings, the Waste Board's‘reputation is on the hook as
well. T know Chairman Huff, Chairman Huff has raised that
igsue as well down the line in '95 or the vear 2000 if
California statewide isn't at 25 and 50 percent, sure, we can
point. fingers at individual jurisdictions, but it's also the
Stale and the Waste Board that will get tarred and Feathered
as well rightly or wronglyv, because of the fact that the
goals avren'l metl.

Therefore wea think that it's very appropriate for
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the Board to take a very strong leadership role in enhancing
the markels for recvceled maiterial. We the l.eague, I think,
we'd still prefer legislative solution., We'd prefer to have
it 1ike Weslev has said in statute, thou shalt have minimum
content..  Angd if there's leégislation introduced we'll
probably support it. But we're also realistic and you
probably need Lo act on two fronts.

We think it's appropriate for the Board to take a
leadership role. The idea of the voluntaryv program with
flexihility and goals and all that's been discussed, and T
won't go into it anvmore is conceptuallyv all right with us.
As long as Lthere is a vreal strong commitment on behalf of the
Board, and the indication is there is, to pursue that. I
think if we all sit down Logether, industry, the various
sagments of the industrv, local government.,, the BRBoard, T
think we can come up with something quite good, and frankly
it could be a model to he used in other areas even in
non-recyvcling areas.

We think that the Roard does have Lthe existing
anthority to do that in three places, the O0'Connell bill that
was enacted last vear, but also tripping through the
statutes, AB 440 added a section, that's sgsection 40911 says,
hlah di blah di blah, amending regulations, the Board shall
take into account all of the following: The shared

respongibility that. exists between the Beard and local
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agenacies for activities such as the development of markets
for gmaterials diverted from disposal facilities, etcetera.

And the Teague was very insislent in this section
to point ont that it wasn't just our responsibility, local
government's responsibility to develop the markets, it's wav
hevond local government.. Similarly in 1989 a bill that
passed at the same time as AB 939 was SB 1322 bv Senator
Ferguson and there's some language that savs,

"The intent of the legislature to
implementing state programs place the

following, accomplish the following

abijectives: Increase the procurement of

recvcled materials and by the State

improve the markets for recvaled

materials; conduct research and

development to improve the technology of

reavcled materials manufacturing

processes.”

So I think their clear intent and direction from
the State that this is an appropriate activity for the Board
to take, and where there are some additional authority we
would he happy to work with vou on legislation. So we urge
vou to move aggressivelv ahead in this.

That really was going to be all I was going to say

until a couple of the speakers threw out the phrase "flow
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control.” And I can't, I can't not respond to it because
clearly it's a hot button for all sorts of people. And the
question, I mean several of us in the room sat, what do thev
mean, you know, flow control? And without debating the issue
because this is, I don't think this is the time, I'm still
not sure what thev mean. Do they mean flow control in the
sense of everything is going to go to this MRF? Or do they
talk about flow control which is what I prefer to call local
regulatory authority for solid waste and recvclables whether
vou have a business license, contract permit, nonexclusive
franchise or exclusive franchise? That's something entirely
different.

One of the speakers was talking about barriers to
investment. Flow control is a barrier to investment. An
example of, from a different perspective of barrier to
investment is in many instances as you well Kknow to get
financing from a MRF, the banks won't give vou the financing
unless you can demonstrate there's an adequate waste stream.
So, I mean, that's a flip sided barrier to investment. And
again I simply want to point out that at least the position
we have taken and currently I don't know of anywhere where
it's not acceptable, anvone can come and buy or take awav for
free wastepaper, corrugated cardboard, scrap metal, glass,
bottles, anvthing thev want.

The examples that have been given for corrugated
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cardboard, anvone can operate under the so-called donator
sell provision so again that's not an lssue to debate here.
But I just couldn't let it go without commenting on it.

Thank vou very much.

COMMITTEE CHAIRMAN RELIS: Thank you. Well now
just looking at the time, we're moving right along. I wonder
if we should break or we could just perhaps wrap this up if
you'll be patient. We only have two more speakers. We'll
take a two minute break and then we'll proceed.

{(Thereupon there was a brief recess.)

COMMITTEE CHAIRMAN RELIS: Back to order. Our
next -- if I could get everyone to sit down and we'll resume
this meeting.

Denise Delmatier representing Norcal.

MS. DELMATIER: Mr. Chairman, and members of the
committee. Denise Delmatier with the Gualco Group on behalf

of Norcal Waste Systems. I'm going to try and be real brief

because obviously we've had a lot of discussion on this this

morning, .and quite frankly I agree with many of the speakers
this morning, and I don't want to reiterate all that's been
said, but including., of course, the comments that were made
bv Ms. Hﬁnter, Mr. White, Mr. Murrayv, the representative from
BFTI. And also I want comment that I also agree with many of
the statements that were made by Mr. Horton on behalf of the

paper industry. But I just want to cut real quick to the
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chase here and get to the bottom line and the bottom line is
what are we really about in AB 939, we're talking about
recvcling. What happened in 939 was half a locaf. We're got
a collection process. We've got local governments who are on
the hook. We've got collec¢tors, recvclers, both private and
public who are on the hook to collect. We are out there
collecting. We are out there collecting madly and we need
markets. If we don't get markets we might as well just pack
it all up and go home. It's not going to work, we're going
fail, the Beoard's going to fail, the industry is going fail,
and none of this is going to work. So we've got to have
markets.

And the Board is as Yvonne alluded to is in a head
cheerleader position. You've got to establish the incentives
for those markets and it's the Board's responsibility as
Yvonne pointed out in the statutes, 1909 the O'Connell Bill
charges the Board with that responsibility legislatively.

And so we'd strongly concur that the Board must immediately
take the lead role. We can't wait any longer. We're out
there collecting, the stuff is starting to build up, we could
build more warehouses to house all this stuff, but that's not
what 939 is all about.

We also agree that flexibility is important for the
paper industrv. And it's not in the best interest of anv of

us including local government and environmental community
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recvalars to do, or Lo mandate programs that are going on be
so onerous for the paper industry that il becomes a problem
for them in implementing and ensuring tha! markels are, in
Fact, developed. 8o we have Lo be sensitive Lo providing the
built-in flexibility provisions of the staff proposal.

And T would agree with the previous speakers that
under the current. staff proposal that's under consideration
today Lhose flexibility provisions are built-in and so we
strongly support the staff{ proposal as the, as it pertains to
the voluntary goals, the voluntary rates, and the target
dates that the staff has outlined.

The final statement. I wanted to make is that we
4ls0 wanted fo mention thal we think the staff proposal and
what's been discussed here this morning makes good sense not
only for AB 939, but the California economv in general. And
we also think it makes sense for the paper industry in
general as far as their economic recovery, as far as our
economic recovery, as far as recvclers and private industry
and also government in general.

And so T just wanted to close with just a quick,
quick statement from a sister agency on this veryv subject as
far as what recvcling means to California and how we're going
to get where we need to be in 1995, which is a vear away, and
the vear 2000 which is only six vears awav. So it's not too

soon, in fact, we should have bheen doing this vesterdav as
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far as ensuring those markets. But a sister agency, the
Department. of Conservation, hasically said that researchers
Agree thal resource recovery does carryv enormous economic
development potential because of the abundant resources it
uniocks for industryv feed stock.
"Recvceling promoles economic

diversity, reduces pollution, prolongs

landfill capacity, counters resource

depleticn, and creates lasting jobs. It

has emerged as an integral part of

California's economic and environmental

future."

So we want to 2lso agree with the Department in
their pronouncement that recycling makes good economic sense
for the future of Caijfornia. Thank vou.

COMMITTEE CHATRMAN RELIS: Appreciate your reading
that into the record. That is a good statement and we often
lose site of that in these discussions.

. MS. DELMATIER: Thank vou.

COMMITTEE CHAIRMAN RELIS: We have one other
spedker. BRernard Meverson representing EMS.

MR. MEYERSON: T'1l1 he very brief. I just wanted
to make a few points to counter some of the, some of the
presentations that were made Loday and some of the positions

taken, I sayv we, T've heen in the paper business and the
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wastepaper business on and off for about 20 vears, and I want
Lo say although the markets have been, have heen fluctuating,
mqualily paper can alwavs be moved, quality fiber can alwavs
be moved. And T see a real strong inconsistency here in the
Roard, on one hand to trv fo encourage a greater use of
wastepaper by the paper industrv, and at the same time
increasingly approving increasing numbers of dirty MERFs,
which by their very design and nature really cannot produce a
quality product.

I see a lot of tail wagging the dog, of collection
economics, and of high numbers in waste characterization
studies, pushing for the collection of mixtures of fiber
which are increasingly difficult for the mills to utilize,
and then, but with the, but with the collectors and the
public agencies saving this is, this is the way we've
collected it, this is the condition it's in, use it paper
industry and, voun know, it's vour burden to try to.use it
that way.

I also see very little studvy of what the
implications of that are from an environmental standpoint.
What. happens to the mill that is increasinglv required to use
more and more contaminated fiber in its process, what does
that do to the environmental quality at the mill site. I
don't think it's appropriate for us ro transfer one

environmental problem here to an environmental problem for
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industry. But. T don't see anvbodv doing great studies of
that.

Mr. Horton referred briefly to this issue of fiber
degradation. Tt's a very significant issue and people who
know, vou talk about OCC, people who talk about, vou know,
Taiwanese, 0OCC and most of the people don't even want it in
their mix, well T haven't seen anvy long term analvses of what
all these numbers that are being thrown out so cavalierly, 20
percent., 30 percent, 50 percent, 80 percent, what is this
going fto mean to the qualitv of North American wastepaper and
what impact is that going to have on the export market for
example. |

Is that going to closgse off significant export
markets? Ts the domestic market going to be able to absorb
that additional tonnage if the export markets are foreclosed
bv increasingly poor quality? I mean I think these are
things that have to be looked at. Tt's not such a simple
issue.

And one final thing also, I didn't hear one word
today from either side about the economic conditions that
relate to the marketing to the end product of the paper
mills. You Rnow yvou can talk about requiring mills to take
in so much wastepaper, so much wastepaper. But the bottom

line is if they don't have useful markets and good markets
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Foor their end product thev're going to be limited in whatever
fraed stock they can take. Whether that he pulp or
wastepaper, because the bottom line is thev have to sell
their finished product. Sc I just think there are a lot
issues that still need to be deall with. Thank vou.

COMMTTTEE CHATRMAN RELTS: Thank von verv much. I
think that concludes all those who wish to speak. Arnd T'd
like to now move towards a motion here, and hefore we do I'd
like to offer some perspective on what we've heard today and
previously.

At. least based on my reading of the testimony and
varions discussions both in this room over a number of
meetings, and in other discussions with a wide range of
plavers, it's evident to me that our rates and dates approach
needs to be established for California postconsumer
wastepaper as a whole with specific rates for all of the
maior classes.

fhe Board in my view should adopt an overall
minimum 50 percent goal for the recoveryv and utilization of
all paper grades. The Board has, T believe, sufficient
information to establish interim reduction recovefy reuse
goals for the major classes of postconsumer wastepaper, and
as a starting point for delineating those interim goals T
wonld point. to the path towards 50 percent paper that was

prepared or the analvsis prepared bv this staff of our Board
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aarlier this vear in Wwhich apecific targets were suggested
for major classes haserd on staff's understanding of current
and potential market conditions for these materials.

Al the same time T recognize that we are engaged
with representatives of thé paper industrv and other stake
holders in trving to reach some consensus on just what those
current. recoverv rates and market conditicons are, and that
was, I think that process was begun in earnest vesterdav at
the data gathering meelbing or discussion.

I, ton, as Wesley mentioned earlier, welcome this
issue finally being before us in a quantitative sense. I've
looked forward Lo this dav as a Board Member to, for this
Board to get very serious and focused on its market goals and
to quantify. Tt does us no good to stav in the realm of
generalities and platitudes and so forth. This is a real
down to earth mill by mill, ton by ton development effort and
we need to Know where we are, and we need to hold evervone
accountable who has a role in this. And wheo's industry and
wha's local governments and we have to do our part as a board
.o provide the leadership. And that with a big "L"
leadership on this.

So I'm prepared to make a motion and I'd like to
read this into the record now.

I would move that the following framework for

intervim and final rales and reporlting mechanisms be adopted
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hy this committee and forward ta the Board for approval at
its December 16 meeting, two weeks, not quite two weeks,
15th, is i1 the 1Hth?

LEGAT COINSEL CONHEIM: 15th.

COMMTTTFER CHAIRMAN RELIS: Okay, sorrv. The first
point of this motion would be to estabhlish interim
untilization recvcling goals for California postconsumer
wastepaper. The Board shall establish an overall utiliéation
for recycling goal of not less than 50 percent of the
postconsumer wastepaper generated in California by the vear
2000. The Board shall establish an overall utilization for
recveling goal of not less than 40 percent of the
postconsumer wastepaper generated in California by 1995. The
Roard shall establish interim annual reduction recovery and
reuse goals for all major classes of postconsumer wastebaper
by March of '94.

Secondly, we move bevond these interim goals o
evaluate and establish final goals. The following
establishment of interim goals and building on the work of
the task force just established to resolve data differences,
representatives of the paper induslryv, waste management
industry, recvaelers, and local government as well as the
environmental community and other interested parties shall

continue to meet wilh ataff.

Thal is this process we've begun is now an
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iterative one, and all the parties we've heard are al the
tahle <hat we need to he at the table, so theyv are to refine
the exigting California paper generation disposal recoveryv
data and develop final reduction recovery disposgal and reuse
godals by, T believe, no later than this Spring, and that
wounld he, oh, T don't know the exact date, March, April or
Mav, somewhere in there, 1'11 refine that, be willing to
refine that as, if necessary.

These final gocals would include vearly, yearly
goals for each class of California postconsumer wastepaper,
such that the total goal is 50 percent or greater.

Now in making that point T understand and heard
very carefully the flexibility issue and while we will have
columns and suggested numbers, goals for each grade,
understand there's going to be movement in those goals, but
the real issue is that 50 percent minimum number, but that’'s
the one that we need to meet the needs for local government
and give us a marketplace. Without that we don't have it.

Now the third point would be monitoring and
adjusting the figures. Once these final goals have been
established the Board shall annually evaluate the voluntary
progress of the paper and wastepaper recvcling industry in
attaining these goals on at least an annual basis. Working
in conjunaction with the ongoing task force. The Board shall

Aevelep reporting and review procedures for this purpose hy
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the summer of '94. IFf some paper classes show greater
progress than originally projected others show less, than
appropriate adjustments in the target percentages could be
made .

And then speaking to the minimim content end
ntilization issue. Number fonr, the product and company
specific minimum content or minimum utilization rates will be
prescribed unless the Board determines that sufficient
voluntary progress is being made in meeting the targeted
goals. 1In other words, that's the provision about the
legislative option. We need to connect the two and that is
the motion that T wish to put forward. |

COMMITTEE MEMBER CHESBRO: 1I'l]l second the motion.

COMMITTEE CHATRMAN RELIS: Okay. The motion has
been seconded. We'll c¢call the roll.

MS. WADDELL: Board Member Chesbro.

COMMITTEE MEMBER CHESBRO: Ave.

MS. WADDELL: Chairman Relis.

COMMITTEE CHAIRMAN RELIS: Ave.

This motion or this action will be forwarded to the
full board for action on the 16th, 15th. That completes this
aspect of our meeting.

And we will adjourn for lunch. We'll come back at

{(Thereupon {he lunch recess was taken.)
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A FTERNOON S ESSTON
——00a--

COMMTITTEE CHATRMAN RFLTS: We'll reconvene the
meeling of the Markel Development Committee. And since if's
get.ting late in the dayv T guess T need to ask whether there's
anvone that had planned a flight to get out of here by a near
term, nexl hour or so, and who must be before us to make that
flight?

Qkay, well then you're on schedule anyway, I
believe. 8o we'll take up item one, oh, I'm sorry, humber
four.

COMMITTEE MEMBER CHESBRQO: This would be a tax
credif.

COMMITTEF CHATRMAN RELIS: Okav. Then we'll take
one and four in that order.

DIRECTOR GORFAIN: TItem one, Mr. Chairman, is the
consideration of Tog World's application for a loan. And
Christine Yee and Ed Wilson will present the item.

. MS. YEE: Good alfternoon, Chairman Relis and
Committee Member Chesbro. I'm here to present the item
considering a loan to Log World.

Log World submitted an application to the Board on
September 9th, 131993, and it was reviewed by staff and
delermined tao be complete and eligible. And so it was

presented before the Twan Committee on November 1st, 1993, to

PETERS SHORTHAND REPORTING CORPORATTON (916} 362-2345




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

2h

99
evaluate its financial soundness. And the loan was approved
and recommended by the Loan Committee and recommended for
approval bv the Market Development Committee and Board.

Now T.og World is requesting a loan for $250,000 and
the company projects to be using 18,000 tons of postconsumer
waste which includes waste paper, wood and plastic. And thev
expect Lo create 20 new jobs. So staff is recommending that
the Market. Development Committee approves and forwards this
item to the Board for consideration al. the December 15th,
1993 Board Meeting. So that's all T have to present. I can
answer any questions if vou like, and also Steve Bovd who's
the president of Log World is here to answer anv questions.

COMMTTTEE CHATRMAN RELIS: Any comments at this

.point or should we hear from Mr. Bovd?

COMMITTEE MEMBER CHESBRO: We can hear from Mr.
Baovd, sure.

COMMITTEE CHAIRMAN RELIS: OQkay. Mr. Boyd.

MR. BROYD: T brought vou a sample of it so vou
could take a look.

COMMITTEE CHAIRMAN RELTIS: Thank vou.

MR. BOYD: My name is Steve Bovd. I'm from Log
World. We're a company that was originally formed by our
recveling group to trv to provide a better use for our
racvaled materials and trv te provide a 1ittle bit more value

added for the material that we are presently recvcling.
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Wne're alse Tooking at developing an outlet for our waste
gl.ream that we acan have some sorl of long term control over,
which is nob the present aituation we have right now.

What we've done is Lo develop a unique and patented
praocess that has used completely recveled materials as a
product for burning and wood stoves, and fireplaces, camp
Fires. Whalt we're doing is asking the Board for support to
introduce this project into Yosemite National Park. The
National Forest Service in Yosemite has identified air
pollution as the single biggest problem facing the park.

That air pollution comes primarily from cars and from camp
fires. This product has been designed to burn approximately
60 percent clearer than wood, it burns approximately twice as
long as woed, and after the burn vou have a small fine
powdery ash that produces much less c¢lean up than the tvpical
wood that's used in the park right. now.

Last vear Yosemite asked us to introduce this
product into the park, however we did not have sufficient
volume and production in California to do that.. This vear
we're now in a position where we have the volume, where we
have the production capacitv to do it. From the consumer's
point of view the advantages of this product are; first it
will dramatically reduce pollution in the park.

Sacondly, it's going to allow the park to maintain

what. the public views as sort of a wilderness experience
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where vou can go into the park in the evening, von can hurn a
camp fire, vou can sit around with vour son or vour familv or

whatever. And thatlt's the scenario that thev're looking at

. perhaps having to ban right now because of the problems with

polluticn that theyv presenfly have.

And thirdly, it's going to improve park maintenance
and the environment in the park hecause vou don't have the
problems with charcoal, wood residue with that product that
vou would have with the traditional wood fire. The
advantages that this product has for our company and I hope
for the Board also is first it develops a new national outlet
for recvcled materials that don't presently exist. It
develops a new customer base lFor us, and it makes us stronger
as a recycler.

Secondly, it increases the value of the recycled
materials. The consumer will pay more for the recycled
material that we're producing than will the industrial user
which presently is receiving that material. That makes
recvceling as a buginess for us much more attractive.

Thirdlyv, this product is going to bring national
dttention and exposure to us as a companv and to the project.
ITt's helping to solve a pollution problem in probably the
nation's best known national park with completely recvcled
materials. T'd like to point out that this is not a project

Lhat's encouraging transformalticon. Whal we're doing is we're
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snubstituting our product. for the product that's presently at
nse to rednce the amount tranasformation that's going on in
the park.

Secandly, it's going to reduce the harmful effects
af the transformation procéss. That's a process that's
taking place. Our goal is to reduce in-the-park pollution by
approximately by 50 percent hy camp fires., and to reduce the
amount. of wood and product that are burned in the park by
approximately 50 percent.

T'd like to point oub, too, T think, probably some
of the most impassioned pleas I heard here before lunch had
to deal with the desire to create new marketplaces for this
product.. We as a recvcler and a receiver of waste have a
tremendons problem with finding opportunities and markets to
direct our waste Lo. We look at that as a wonderful
opportunity for us as a recycaler Lo encourage us to do that.
The lady from Lthe California Cities, there was another ltadv
alsa that got up here and read a little guote from the
Department. of Conservation where she said recvecling promotes
economic diversity, which is kev to our business. It reduces
pelliution, prolongs landfill capacitv, counters resource
depletion, and creates lasting jobs. And that's preciselyv
what we're attempting to do with this project in creating
this new marketplace.

COMMTITTEFR CHATRMAN RELTS: Thank vou very much.
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Mr. Cheshro.

COMMITTEFR MEMBER CHESBRQO: Well this project
aconfroents usg with, T think, a real Adifficult dilemma because
T think it's alearly a heneficial product and it's hard to
say otherwise, but we also need to look at our specific
mandates and T can quote from the code here relative to what
the priorities of the program are supposed te be and the best
T can tell and we probabhly need feedback from our legal
staff, but the best I can tell whether we like it or not this
winds up conslituting transformation and that's, it's verv
different than the kind of transformation that T think is
considered oneréus and that, by some, and it has put
transformation at the bottom of the waste management
hierarchy along with disposal.

But the definitions in the law are what we have to
deal with, and the two sections of the statute that refer us
.o what we should be, how we should be prioritizing our.use
of the funds is that the Board should be complving with
section 40051 to promote the IWM hierarchv, that's one.

And secondly, that we are supposed to be assisting
cities and counties in complving with the diverse goals. And
even though from an accounting standpoint there's no wav as
there would he at a waste energy plant for us to determine
whather waste that is diverted is going to this product or to

a recyaling product and therefore kept out of the landfill,
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it's none the Jess T think under the legal definition winds
up being transformation.

And I hate being in the position of being a legal
narrcwly constructed legalistie interpreter of the law, but
I'm afraid that the hierarchv igs prettv clear, and we need to
aoncern oursalves With the question of precedent. If someone
comes in the door Lomorrow and wants to produce fuel pellets,
that's a consumer product. which T think we'd have a real hard
time making a distinction between this product and that
product, vou know. And so it's a very awkward and difficult
position for us to be put in. And I also feel bad that these
questions are being raised now and that, vou know, the
process has, we didn't get involved in asking these questions
at an eaflier stage. But nonetheless it is a concern.

COMMITTEE MEMBER RELTIS: TI'd like to ask Mr.
Conheim if what vou'vre reading is on this? T know staff has
debated this somewhat.

LEGAL COUNSEL CONHEIM: When vou take a look at, in
a difficnult situation what the law, what the limits of the
law are, vou look at the plain words in the law, vyou trv and
define the legislative intent, and all of that analvsis has
been done. And so what T want to sav is that on two counts T
have to advise the Board that the better reading of the law
is that this most likely nonstitutes a transformation.

On the one hand, those who are responsible for the

PETFRS SHORTHAND REPORTING CORPORATTON  (918) 362-2345




10

11

12

14

15

16

17

18

19

24

25

105
Trgialative dintent as T understand them to have spoken have
said Lhat that's what this law was intended to embrace. And
when T look at the actual langunage of the law itself unlike
the definition of composting, unlike the definition of
disposal as it's nsed to défine disposal facilities, all of
those other statutes reference solid waste. Transformation
doesn't limit its reach to just solid waste.

The definition of transformation as T understand it
was intended and writien by the legislature is much broader,
and therefore it goes to incineration not just waste energy,
but it goes to the incineration, incineration broadly,
gasification, chemical transformation, etcetera, but it
leaves out the words solid waste which would help us, it
would aliow us to take a look at, if it was in there, it
would allow ns to take a look at product.s and mavbe stop the
definition of transformation at the waste side. But in this
case the unequivocal, I guess, the unarguable intent of the
drafters, and as theyv have reported it to us goes to support
better reading the law that this is, at this time thisg is
transformation.

COMMITTEE CHATRMAN RELTS: We have essentially the
same problem with energy generation from wood waste, vou
know, which is put into Lhe same categorv with mixed waste
ingineration ard veou can certainly argue that there's a world

of difference, but the law doesdn't make the distinction. And
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there's arguments being made and have heen made in the
laegislature and will be made to bhe, those distinctions should
be made, but I don't think we've bheen given those
digtinctions todav.

LEGAT, COUNSFL CONHFTM: And Wes, Mr. Chesbro has
really stated it hetter than mv trving to dance around it.
The distinctions are simply not made in the definition of
transformation. Tt is written extremely broadlyv.

COMMITTEE CHAIRMAN RELIS: Do vou have anyv further
comment? I'm sure vou do.

MR. BOYD: Yeah, T don't, it's verv difficult to
argue what a definition of transformation is, I mean that's
not_certainly my field. T know that the net impact of this
whole procedure is to reduce the transformation that's going
on in the environment right now.

COMMITTREE CHAIRMAN RELIS: Right.

MR. ROYD: T1f we're not successful at that the
product won't be accepted into the marketplace because that's
why it's being accepted. The allernative for tLhe product is
ta go to a co-gen plant, which is also transformation, so the
net benefit to the public is several fold in terms of
poelinticon, in terms of reduacing transformation, in terms of
areating jobs to the public. Apnd that's the whole intent of
the process and why it's so attractive to a lot of different

people and whal we're doing. T7f vou're going to interpret
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Lransformation as any Lime, T guess it gounds like anv time
something catches on Fire that's transformation, T know that
our product --

COMMTTTFE CHATIRMAN RENLTIS: Tt's even more complex
than that.

MR. BROYD: Broader?

LEGAL COUNSEL CONHEIM: Yeah, it's more complex and
what T'm saving is when vou interpret a law vou have to pay
attention to the legislative intent and we still, we have the
drafters of the law, we have people here who are able to
speak to that, so combining the legislative intent with the
way T am charged with actually reading the words of the law,
if yon put both of those together that's why I'm advising the
Board this wayv. TIf, if we didn't have our spokesman for
legislative intenlk you can alwavs make an argument, you can
make an argument on any side of an issue, especially thg
meaning of a statute. But here we have evidence on one side.
If the issue, I guess, if the issue is unclear as to whether
or nat the legislature is, wculd permit this tvpe of
transformation, or have theyv specifically said --

COMMTTTEE CHAIRMAN RELIS: No.

COMMITTEE MEMBER CHESBRO: Well we're supposed to
he encouraging with our programs.

COMMTTTREY CHATRMAN RFELIS: The wav I view it dis, T

mean, part of the issue here is timing. T mean we're trving
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tey meel. the 2 pernent diversion mandate., nse our loan and
money in support. of that. The transformation deals with the
above 25 percent., it's perfectlv allowable, and it would be
part of the integrated waste svstem, but we're not at that
stage vet. And for me il's a timing issue. And I think that
we're not ready to deal with, I'm not readyv to deal with the
transformation portion vet in our locan program. So [ don't
know what else to saf.

I think it's just a, it's a fFacing problem. If vou
were here a vear and a half or so from now mavbe we would
entertain that, but we haven’t resolved this issue to the
point where T'm prepared to take on transformation.

COMMITTEE MEMBFR CHESBR(O: Ten percent of the, T
don't know if voun --

MR. BOYD: TI'm {amiliar with the --

COMMITTEE MEMBER CHESBRO: Ten percent of the 50
percent. ig, of transformation is allowed. So when I read
that the Board is supposed to assist cities and counties in
coﬁp]ying with the diversion goals, that the most immediate
diversion goal that's facing us is the 25 percent, and
legally this diversion to this product doesn't constitute
accountable diversion for 1995. So it could be argued that
it wonld go to support the 50 percent goal in the vear 2000,
but in terms following the direction of the code to, to

agsist local governments T think the most immediate goal they
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Face i4 the one that we have to —--

MR. BOYD: Perhaps as a last question, if it adid
solve that 25 percent probhlem or help to sclve that problem,
would it --—

COMMTITTEE CHATRMAN RELIS: Tt can't do that under,
by definition. Transformation only counts after a
jurisdiction has reached 25 percent, so unless the whole
context were such that this is building above the 25 percent
it doesn't fit our scheme, our system, and that's the
problem. T, too, think vou've got a great product. And I
love Yosemite and T want to see it cleaned up. Tt's not
that. Tt has nothing to do with vour product. It's the
definitions we're degling with and the statutory intent.

COMMTTTEE MEMBER CHESBRO: Well T think the best
thing for us to do and this is a final determination bv the
Roard, I understand from counsel it's not determined at this
point is for us to go ahead and move a recommendation Lo not
fund to the full Board with regret and, and not in anv way
reflecting on the quality of the product or the personal
enthisiasm for that. Tt sounds sort of the hvpocritical, I
think, but T think we do have to look at what our mandate is
and trv to act within that.

COMMTTTEE CHATIRMAN RELIS: Okav. We'll call the
motion. Call the roll.

M8, WADDELL: Roard Member Chesbro.
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COMMITTER MEMBFR CHESBRO: Ave.

MS. WANDELI.: Chairman Relis.

COMMITTEF CHATRMAN REILIS: Ave.

COMMITTEE MEMRER CHESBRO: The motion was for a
negative recommendatlion.

LEGAL COUNSEL CONHETM: Yes means no.

COMMITTEE CHATRMAN RELTS: Will vou call my name
again?

MS. WADDELL: Chairman Relis.

COMMITTEF CHAIRMAN RELTS: Ave. So this will be
forwarded as a non-recommended item and it will be taken up
by the Ffull Board.

LEGAL COUNSEL CONHETM: At next weeks —-

COMMITTEE CHATIRMAN RELIS: At the Board meeting.

LEGATL CQUNSEL CONHEIM: At the Board Meeting on the
15th, ves. As long as the applicant understands that that's
when it is going to be taken up before the full Board, okay.

COMMITTEE CHATRMAN RELIS: Okay. We're now going
to take item four.

DIRECTOR GORFATN: Mr. Chairman, while the
applicant. is coming up and staff is coming up, in the
interest of time let me just introduce the item and sav that
this is an appeal of staff determination that Starter
Alternator and Alternator, Tnc. does not qualify for

certification for tax oredit. John Smith will present the
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item.

COMMITTEE CHATRMAN REILYS: John.,

MR. SMTTH: Chairman Relis and Mr. Chesbro. The
ariginal application for the tax certification we're
considering today was, the-original application was received
on March 10th of this vear. There are four applications for
various equipment totalling approximatelyv $210,000, that's
the total purchase price of the equipment that we're seeking
the credit for. This business is one which rebuilds
starters, alternators and generators.

They gét their source of materials from two
sources; one,rthe scrap metal, the auto dismantlers, and the
auto parts distributors. The auto part distributors give
them the materials that are turned in by the customers.

Rased on tﬁe information in the application staff denied that
original application on May 25th based on three reasons and
this is c¢ritical here.

First of all, the materials processed through the
recveling equipment, those materials by the scrap industrv
have never been considered waste. For a long time there have
been established markets for these materials. A very small
percentage of these materials that are processed through this
recvcling equipment ever goes to a landfill. And related to
that, the second point is the materials were not considered

hy staff to be waste since thev hadn't completed their
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intended end use.

And the code section regquires that for an item to
he congidered part of the waste stream it must have completed
1ts intended end use. With these, with this material is used
more as a cammodity,. it never, these units are rebuilt again
and again and it's only after several rebuildings that they
would be either given to the scorap dealer or just in for
disposal. TIn a lot of cases the scrap dealer then takes
those discarded materials and those are used for another
metal use. So thev could be recvcled even then.

And the third reason for denial was that the source
the exchanged alternator generalors and starters came from
not only California sources but six other states. And the
code is spercific that the recveling equipment use the waste
that just is generated within the State of California. So it
was based on those three reasons that staff denied that
application.

And on Qctober 25th, the applicant then,. or the
Commiltee Chairman received an appeal for that decision and
then we've proceeded to bring that at the Committee
Chairman's direction to this committee todav. In the process
»f preparing the sgenda we rereviewed all the information we

had and anv new information about the applications and we

found that for the game reasons the appliication should be

denied and that's what we'd recommend to the committee also
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aoncurring.

COMMTTTER CHATRMAN RELTS: We have two parties who
wish to speak to this item.

Erir Sato.

MR. SATO: Yes.

COMMTITTEE CHATIRMAN RELTS: Ts that correct?

MR. SATO: Yes, that's correct. You pronounced it
verv well.

Gentlemen, thank vou for this opportunity to
respond to the reasons for denial.

COMMTTTEE CHAIRMAN RELIS: Mr. Sato, could vou just
identifv who vou're with for the record?

MR. SATO: Yes, mv name ig Eric Sato. I am the
accountant. for Starter and Alternator Exchange, Inc. The,
let. me respond to each reason, each of the three reasons for
denial in the order given. The first would be the, would be
that the feed stock, the course are not considered to be
normally disposed of as solid waste. And have been
congidered hy the remanufacturing industry as not to be waste
by the remanufacturing and scrap industrv. Start that
disposition on that issue 1s that if it were not for
remanufacturers such ag Start Tax, the course would probably

end up in landfills.
The remarmfacturers, the remanufacturing industrv

makes the markel. for these courses which prevents the course
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from becoming waste and ending up in landfills. And as for
the process of the scorap metal isgssue, the remanufacturers
process these acores gso that thev're in a condition that the
sarap dealers will acgept them. Thev won't accept a
comppleted core unless jts forn down, c¢leaned up and the
components are separated by tvpe.

And this last point is probably the crux of the
entire difference, at the heart of the matter, is that the,
and this is kev, the taxation code as we have read it does
not. define normally as it appears in normally disposed of as
snlid waste in the landfills. That's, I think, if vou would
agree that's where we sort of come to a difference, what,
what doeg normallyv mean as, as ending up in a landfill.

COMMITTEE CHAIRMAN RELTS: If I could just
interject or mavbe, normally means do we usually see these
things in the landfill. So when we do a characterization the
Boérd and AB 939 required each jurisdiction in California to
go and measure at the landfill, watch what was coming out of
the trucks, and from that determined what was normally
disposed of, and a huge amount of work has gone into this.
And that's where T helieve --

MR. SMITH: We -~ even in those guidelines release
generalion studies attempted to even quantifv how much
material had to be going to landfills --

COMMTTTEE CHAIRMAN RELTS: That's right.
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MR. SMTTH: -—- to he determined to be normally
digposed.

COMMITTEE CHAIRMAN RFILIS: T mean vour logic is
impeccable except for the way that our law, our law has its
owﬁ legic and its own wayv of defining what normallyv disposed
of. And it was an objective analysis done 500 times roughly
throughont the State of Califaornia, hut bhecause of the
jurisdictions, and it was from that thalk we defined what was
normally disposed, including the wav the statute was written.

MR. SATO: Well in reading the statute itself and
looking for a definition of normal, or normallv we couldn't
find anvthing.

COMMITTEFE MEMBER CHFSBRO: Well we alsoc have in the
form of AB 1220 --

COMMTTTEFE CHATRMAN RELTS: That's right.

COMMITTEE MEMBFR CHESBRO: -- a bill that refers to
the recyvcling of scrap metal and hasically determines that it
is not, vou know, it's a material that is not normally
disposed of, and that it's to be limited in its counting, vou
know, and so that, T think, also was another example of which
side of intent where they said that it's not counted in the
same wav as, unless it's a result of a specific local
government sponsored diversion program, so —--

COMMITTER CHATRMAN RELTS: That's where the rub is

and --
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COMMTTTER MEMBER (CHFSRRO: Because of the
assumption that the scrap metal industry is a pretty well
developed industry and the metal had value, significant value
and therefore very little of it was geing into Jlandfills, and
s T think there was fear that if vou were 0akland and vou
had Snitzer Steel on vour waterfront vou could claim that
vour diversion was at 800 percent or something because all
the scrap metal in California was being recvcled in Oakland,
you know. I mean T'm exaggerating of course, but the point
being that there was an indication by the legislature to
treat scrap metal somewhat differently, and to determine that
it is not normally disposed of in significant guantities in
landfills.

MR. SMITH: Right. An amendment was passed to
exclude it Further.

COMMITTEE CHAIRMAN RELIS: Do vou have anvthing to
add John or Mr. Conheim abouf this?

MR. SMITH: No.

COMMITTEE CHAIRMAN RELIS: Okay. Well I can see in
this case just as with the previous, T mean it's part of
rubbing up against what the, the sort of nature this law is,
now T can see it very logically from vour end, vou read it
and it savs this is not going to a landfill now and we're
saving it.

COMMTTTRE MEMBER CHESRRO: The second rationale, T
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have some greater level question about, vou know, Lhe
intended 1ife question seems to me to be one that is a hard
one for us to call, and T have more problems with than the
normally disposed of question that —--

MR. SAT(O: May I respond to that?

COMMTTTEE CHATRMAN RELIS: Sure.

MR. SATO: As far as the intended use, again if it
were nol. Tor the remanufacturers what would be done with
these cores. The reason the cores can be used again is
hecause of the remanufacturing process.

COMMITTEE CHATRMAN RET,TS: That's correct.

MR. SATO: The cores are remanufactured due to the
ingenuity of remanufacturers, not because original equipment,
original equipment manufactures intended cores to be rebuilt,
in fact, original equipment manufacturers attempted to
prevent. remanufacturing as in the case of alternators. So it
wounld seem that the original equipment manufacturers had,
wotld not want, would not intend for these items to have a
}ife hevond Lheir original manufacture.

COMMITTEE CHAIRMAN REIIS: Well and all that is
laudable, T mean that's a reuse function and we, the problem
ins that the purpose our, AB 939 was to stimulate new
diversion, and that's the, this is a preexisting activity of
rectiyiming these, whal are thev aallad?

MR. SMTTH: Starters, generators, and alternalors.
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COMMITTEF CHATRMAN RENLIS: Thank vou. Again and
again and again and that's heen a long standing practice asg
with hatteries and with other materials. S8Sc again I don't
know how we can push.

LEGAL COUNSFI, CONHEIM: T might add one thing.
Rased on the instruction that we golt from the State Taxing
Authority in talking to their lawyvers unlike program laws AB
939 where vou might interpret them as broadly as possible to
give purpcse and effect to the law, tax laws that give
credits and provide exemptions are to be interpreted narrowly
a0 that onlv those who are, who actually meet the intent of
the law and no more. Thev are to be intefpreted narrowly and
that's why as Chairman Relis has just said the purpose of AB
939 to which the tax code sections are an adjunct was to
sttimulate new diversion,.

What we've gotl here is an established process and
market for these materials and the scrap metal industry in
general argued very, very forcefully to kind of leave them
alone, that thev were, they'd been in businegss for 90 vears
and thev themselves advocated a hands off approach to, to
whether thev were part of the waste stream or not. And theyv
generallyv advocated that thev were not part of the waste
stream.

COMMTITTEE MFMBER CHESRRO: DNDid I sav 1220? I said

1202 earlier, T think T got the Wwrong law.
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COMMTTTEF CHATRMAN REILTS: That's all right.

COMMITTEE MFEMRER CHESRARO: T get 'em mixed up,
2494,

LEGAL COUNSEL CONHEIM: That's right. I wrote that
note down, Mr. Chesbhro.

COMMITTEE MEMRER CHESBRO: Well the thing I was
going to sayv to staff about this is T think there's a danger
in this intended, what's the word, intended life, is it?

MR. SMITH: Intended use.

COMMITTEFE MEMBER CHESBRO: Intended use.

MR. SMTTH: FEnd use

COMMITTEE MEMBFR CHESBRO: I figure it a danger if
we interprel. that too broadly in reallv discouraging waste
pravention activities. T think it's a distinction that's
géing to he a hard one Lo make, in some cases it might seem
real obvious, vou know and obviously refinishing antiques is,
something's not, vou know, Keeping something out on a
landfil!l because there's so much value in the, on
remanufacture of product. Rut on the other hand T think we
need to make sure that we don't, vou could if vou took that
phrase and vou interpreted it as broadlv as possible on a
caption that widely vou wonld probably, very little waste
prevention tvpe of activities would be eligible, you know.

T dit's arn activity that involves trving to recondition or to

bring back to life something that is, thal. has, that would
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oftherwise be worthless, vou know. But T think it's a, that's
one that we need Lo apend some more time on. I'm not worried
about. that one in this case, if these things were going to
landf+1l normally, if that wasn't a problem, then I would sayv
that this was waste prevention.

If this was stuff that was being thrown out I think
it would meet the criteria, T think he's right, the
manufacturer didn't design it to be rebuilt and the
manufacturer is nobt rebuilding it, ilL's a different business
to see an opportunity to take something that is going to be
discarded, but the trouble is that it isg apparently a
business where there's not a higtory of it being disposed of.
It's been being pulled out for some time bv a number of
different kinds of husiness 3s a fairly well estahlished
industry.

And T do think we have a problem with that part of
Lhe criteria. But I just wanted to express that concern
about the intended use or life criteria and that we really
think hard about how we apply that in the future so as to not
discourage, vou know, non-recvcling but rather waste
prevention type reconditioning businesses, vou know.

MR. SMITH: Okav.

MR. SATO: May 1 make an additional point? When
Star Texas's individual case, in itg case scrap sales is a

minulte percentage of its tobal revenue. Tt's major business
]
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i remanufacture recveling. So T'd 1ike to look at it from a
different point in that wav. And then, and while I was
saving then, T forgol what T was going to say as mv next
point,.,

Asphalt. Tn the summary report T think, T guess it
was, 1t was on the back table it was, T guess it was written
by the staff regarding the status of the recvcling program.
And it referred to an industry, Lhe asphalt concrele business
as beiné the major industry that received the credits. It
also referred Lo the asphalt and concrete and steel metal
businesses as being established industries and that the tax,
as being -established industries which would be in line with
the remanufacturing industry as being an established
business. And the credit was allowed in the asphalt,
conarete, and asteel metal businesses.

COMMTTTEE CHATRMAN RFELTS: Maybe staff could
rafresh our memcry on the decisions or the thinking that went
inte those uses.

MR. SMITH: Right. In Lhose cases the, thev had to
demonstrate that, their program for diverting both secondary
and postoonsumer waste and there are, there is still a lot of
asphalt.

COMMTTTEFRE CHATRMAN RELIS: That was normally being
digposed of, corvrect?

MR. SMITH: Disposed of.
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LEGAT, COIINSFEI, CONHETM: Mr. Chairman.

COMMITTE# CHATRMAN RELIS: Mr. Conheim.

LFGAI, COUNSETL, CONHETM: Mr. Chairman and Mr.
Cheshro, if von do read the section out of 2494 that resolved
issue of what counts 417812, T want to just iterate what Mr.
Cheshro said that scrap metal is not counted as a sold waste
unless it has been disposed of in a quantity that is being
claimed hw the local jurisdiction as being diverted.

In other words, it really, the local jurisdiction
has to be claiming diversion for scrap metal, and the scrap
metal has to be being diverted bv an action of the local
government. So what it did was it limited the counting of
scrap metal products waste from scrap metal very, very
severely to heing counted as solid waste.

So sample analvsis is consistent with that and
their recommendation to deny the tax credit is consistent
with the fact that it is not normally disposed of because the
law moved from 1989 to the point where it's, it really
resolved --

COMMITTEE CHATRMAN RELIS: Yes.

LEGAL COUNSEI: CONHETIM: -- Lhat veryv little scrap
metal was going to be considered.

COMMITTEE CHATRMAN RELIS: I remember our long
diganastions on that,

LEGAT COUNSFEL CONHETM: So T'm comfortable in, as a

WS ]
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lawver in supporting staff's determination on balance rather
than picking apart at this particular definition or that
particular definition, although T think thev're all met.

COMMITTFEE CHATIRMAN RELIS: OQkav. I think with all
due respect, do vou have one more point?

MR. SATO: One more point. This is the last point.
In reading the section 236 the revenue and taxalion code, the
applicable section T won't give vou the exact numbers, it
does not seem to have been wribkten in a specific manner as
far as what, as far as to exclude specific industries and to,
in fact, it sort of went the other way in saving that, and
when it did list certain types of industries that would be
considered thal this c¢redit would be applicable to, it went
to séy that it did not exclude other industries, but these
would be considered.

So it seemed to go the other direction as to be a
broader interpretalbion of what would gualify for this credit.
So T guess that's our confusion and I guess the comment would
be, why wasn'l. it written to say whab it meanl?

COMMITTEE MFMRER CHESBRO: So are vou -—-

COMMTTTEE CHATRMAN RELTS: Well.

COMMITTEE MEMBFR CHESBRO: Are vou claiming that if
Lthe, if vour company was, if Lthis company was not
recaondilicning rthege, this equipment that it would he going

in a landFill?

PETERS SHORTHAND REPORTTNG CORPORATION (916) 362-2345




10
mn

12

14
15
16
17
18
19
20
21
22
23
24

25

124

MR. SATO: Well whal would happen if the
remanufdcturing industry shut down todav, or wers not a
viahle industry, what would happen to thege things? What
woilld vou as 4 consumer —-

COMMTTTER MEMBER CHESBRO: What commonly happens to
them? Ohviously this company doesn't deal with all them in
the world? I mean are there other companies that are doing
something similar?

MR. SATO: Yes. There's an entire industry
throughout the United States.

COMMTTTEFR CHATRMAN RELIS: Unfortunaltely again just
to trv to bring this tc a close, this law wasn'l set up to
unfortunately reward so much the exisglting activity as much as
that. it is verv warthy and is keeping material out of the
tandfill, been doing that for a long time. But we're not set
up to assist that particular historical function and T really
don't know what more to say. 1 mean we just are going to end
up just endlessly going around on this.

MR. SATO: T understand.

COMMITTEE CHATRMAN RELTIS: T would like to ask
Michael Liechstein --

MR. LIECHSTETN: Liechstein.

COMMTTTEFE CHATRMAN RELTS: Oh, T'm sorry.

MR. T.TRCHSTEIN: That's okay. Fric's prettyv well

said evervihing T had to sayv so it would bhe redundant for me
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to repeat evervthing, but it was our feeling that we did
ful1fill the requirements.
COMMTTTEE CHATRMAN RETLTS: So thank vou very much.
MR. T.TJECHSTEIN: Thank vou.
COMMTITTEF CHAIRMAN RELIS: We'll ask for a motion.

COMMITTFFR MEMBER CHESBRQ: Mr. Chairman, we do have

coming up shortlv here a discussion of the tax credit.. And

what T'm going to say then, and 1'll say real brieflv now is
Lhat our problem in even keeping this tax credit in plaée is
trving to structure i!. and convince the legislature that it's
targeted on creating new activity. Tt would not otherwise
t.ake place.

That we're attracting capital to create diversion
and if that's our criteria T'm afraid that we can't, if
that.'s the policv criteria aside from all the legal arguments
we made, T don't think that‘s what we're dealing with here,
sO T will move, with all due respect for the business, I
think it's again, it's 1ike the other one earlier, it's a
very worth while activity, but I will move that we forward
this ro the Board with a recommendation to nol approve.

COMMITTEE CHATRMAN RELTS: <Call the roll.

MS. WANDDFLL: Board Member Cheshro.

COMMITTEE MEMRER CHESBRQO: Ave.

M3, WADDENLI.: Chairman Relig.

COMMITTER CHATRMAN RFLIS: Ave.
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This will gn also to the Roard?

LEGAL COUNSEL CONHETM: Yes, it will. Mr.
Chairman.

COMMTTTER CHATRMAN RELTS: Okav. Thank vou and
regreta. We will, we now move to ibkem two; We were going to
just take that up briefly for discussion. JTt's listed as a
consideration item, but we're not, we don't feel it's quite
baked vet, and Mr. Cheshro, I think, vou had some comment?

COMMTTTEE MEMBER CHESBRO: My comment was just
directed at staff and also to, I guess, us as Committee
Members to realize the importance of moving forward with
these as quickly as possible even though we aren’'t prepared
to go into them in depth todav. T'm concerned that we are
going to wind up, if we take too long doing this, and we
don't send the signals early, as early as possible about what
our intensions are that we will have some loan applications,
some more difficult loan applications like some of the
husinesses that we had lLodav. And so we need to get those
signals out there as soon as possible so we're not faced with
the kind painful dilemmas that we've had to mess with.

COMMTTTEFE CHATRMAN RELTS: Now my understanding is
that our staffs will work verv closelv together over the next
week or two and bring, this item will come back in Januarv
readv to act on at. Lhat point?

MR. GORFATN: Yes, Mr. Chairman.
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COMMTTTEE MEMBER CHESBR(O: Tn the mean time T
certainly hope staff's figured ont that if there's any that
are on the borderline, Lhat are tough dilemmas that we will
get sort of early notice so we can try to send, not get in
fhe position where we're having Lo wrestle late in the
process like this with anv bhusiness proposals or loan
proposals.

COMMITTEE CHATRMAN RRI.TS: Okay. 8o we'll hear
from you in January and you'll get this on the calendar?
MR. GORFAIN: Yes, sir.

COMMITTEE CHATRMAN RELIS: Thank vou. We'll move

to item five. That's Jan Welsh I think is presenting this

item. T don't Know, 1is that right? Mr. Gorfain.

MR. GQRFAIN: Excuse me, I think we have not done
number three veb.

COMMITTEFE CHATRMAN RELIS: Oh, did I miss three?

MR. GORFAIN: Which is the awérd of contract for
initial services.

COMMITTEE CHATRMAN RFLTS: You're absolutelv right.

And T can't imagine why we missed it. We really fooled

around with the --

MR. GORFAIN: Tt's a lucky number too.

COMMTTTEERE CHATRMAN RFELIS:
ign't here and worried that we were

MS. FORD: Goord afternaon.

Mavhe the contractor
ignoring.

You have before vou
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this afternoon the shaff recommendation to award a contract
for finanaial technical assistance. Thig is for the loan
program. As vou recall our current contract is with the
National Nevelopment Council and it expires in December, at
the end of December. When we brought it back For an
amendment. we, the Board directed us to readvertise and do a
competitive process [or the contract for the next six months.
Staff did that, we jssued an RFP in QOctober. We received 27
to 30 requests for the proposal and one bid response.

COMMITTEE CHATRMAN RELIS: Only one bid?

MS. FORD: Only one bid. It was from the National
Development Council with Gainer and Associates as the
subcontractor. The loan staff evaluated this proposal and
ranked it. Tt received an average score of about 95 points
out of 3 hundred possible and we are recommending it for
approval.

COMMITTEE MFMBER CHESRRO: So moved.

MS. WADDELL: Board Member Cheshro.

COMMTTTEE MEMBER CHESBRO: Ave.

MS. WADDFELI.: Chairman Relis.

COMMITTEE CHATRMAN RELIS: Ave.

And that will be consent. Now T believe we'vre on
item five. Jan Welsh will present this item.

MS. WELSH: Ts this on? Good afternoon Committee,

my name is Jan Welsh with the MarKket Development Branch. And
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T'm here to presenl Lhe findings that are required by statute
in evaluating the recvaeling equipment tax credit program.
Ordinary taxation code section 17052.14 and 23612.5 allow a
40 percent tax credit for equipment purchased and placed into
operation between January 1, '89, and December 31st, '93.
The statute for the tax credit program will sunset January 1,
of '94.

The statule requires the Board to submit a report
to the legislature by March 1st of '94 evaluating the impact
of the tax ¢redit and the effectiveness of the program to
encourage recveling. The report is to include information
akout the number of taxpayeré claiming the credit, dellar
amount allocated, tvpe of equipment credit was used for, and
to what extent. the credit increased recvoeling activities in
California.

We have received, to date, 104 applications. We've
issued 70 certifications and denied 25. T1'd like to note
here that ten of those that were denied were for gome tvpe of
a lease agreement.. And there are gtill right now nine
pending that are going through the review process. This adds
up to an estimated allowable c¢redit of 6.8 million with an
expeacted 4.5 million tons of secondary materials used
annually.

The Lvpe of equinment nsed that we've allowed it

For has been for grinders and crushers to reclaim old
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concrete and return it into a marketable aggregate.
Specialized asphalt milling equipment which takes in old
asphalt and returns il into new asphalt. S8til!l an aluminum
furnace is to produce ingot and billet to be used in the
manufacture of new productsa. Tn grinders and chippers Ffor
producing compost. and mulch. And plastics extruders and
equipment Lo purchase glass culets.

On page two of the report, and I believe in vour
agenda packel ilL's page 29, you can see that 60 percent of
the equipment purchased along with 58 percent, those same
dollars expended is within the asphalt, and concrete, and
metals industries. This alsoc accounts for 93 percent of the
tons secondary materials that are used annually. To
determine the extent the tax credit increased recycling in
California, staff's findings were based on field visits to
manufacturers in the recvcling industry, industry workshops
that were put on both by staff and committee, and two
telephone survevs. The fivst survev was to other states with
recvaeling tax credit programs to compare the effectiveness of
their program to our program.

The second surveyv was to the applicants applving
for certification to determine the influence the tax credit
had on purchasing equipment and hiring new emplovees.

Throngh this two major points emerged after completing the

surveyvs and the workshops and the visits. And those were
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thal. number one, the fLax oredil has not been a major
influence Lo enccourage taxpavers o purchase equipment., In
Fact 63 percent of the equipment was purchased prior to the
apnlticant knowing ahout. the credit at all. Thev basically
feound out about the tax crédit when it came around time to
file for their taxes, and they were informed by their
accountant. that this was out there. These businesses stated
that they would purchase the new equipment or added the new
manufacturing lines without the incentive of the credit.

The second was .that the tax credit is not a major
incentive for start up businessés since most of these firms
have Jittle profit during the first few vears, and have a low
tax. liability. Rather, funding would be necessary, is
necessaryv to purchase the equipment. And many small
businesses do not have funds to purchase the equipment, so
thev obtain equipment through private investors or lease
agreements. As currently worded the tax credit cannot be
claimed hy either the leasee or the leasor since the
equipment must be both owned and operated by the same
taxpaver.

While the purchase of the new equipment has
increased, recveling research indicates that the availabhility
nf the oredit has had little impact on this increase. The
survey indicated that four emplovees were hired by taxpavers

who did consider the tax aredit prior to purchasing the
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equipment.. Although most of the applicants were not aware of
the tax oredit until after the equipment was purchased and
put. into operation, T'd like to let vou know that they did
indicate that if the program is extended they would consider
piirchasing additional equipment.

What we'vre asking todav ig for Committee's approval
Lo move the report on for Beoard approval to carry it over to
the Cal EPA and the legislature. That concludes.

COMMITTEE CHAIRMAN RELIS: Thank vou. Mr. Cheshrao.

COMMTTTEE MEMBER CHESBRO: Yes. I feel that it's a
pretty biased repert. T think that the staff has sort of
viewed the tax credit from a fairly negative perspective, and
T think there's clearlv things wrong with it. But as the
Board, the Committee had discussed in the past and also the
Roard's action to endorse legislation this past vear, the
approach that we had been taking is to trv to come up with a
modification that would target and solve the problems that we
had discovered were wrcong with the tax credit as opposed to
sort of indicting it as ineffective.

And T think my feeling and T think the Board's
official position as a result of legislative support of that
hill is to try to reform it. And the last sentence of the
the report sgsavs that although it's held to the verv last
gentence that mast applicants wWere nnt aware of the fax

aradit until after the equipment was purchased and put into
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aperation.  The anplicants did indicate that if the program
ts extended they would consider purchasing additional new
aqiripment. .,

And it's my sense that we need tao solve the problem
of it not being constructed in a way that helps new
businesses by, by focusing on, on the least purchase or third
party investor approaches so that it does help attract
capital for new businesses. T mean I think that's a valid
criticism of the existing tax credit, but the remedv is not
for the tax credit to go awayv, the remedy is for us to fix
it. That's my opinion. I don't know if the legislature
wonld agree with this, but I think we should try.

And the other problem is we have to make sure that
it is properly focused so it doesn't just subsidize an
activity that wounld have taken place anvwav and that's
obhviously a major problem aﬂd I don't think we can defend
such a tax credit in this budgetary climate unless we can
reallv get more more Tocused and targeted. In myv opinion
that should be ocur goal. And I hope that we could have a
report. that would focus that way.

COMMITTEE CHAIRMAN RELTS8: We've received as well,
we received a letter from CAW on this, going into some
Tength, T think we discussed earlier the, this background
that the Board has taken a position, and there is language

related to Bowep hill and T c¢an't rememher the number.

W
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MS. WETL.8H: 4838 and 1263.

COMMTTTEE CHATIRMAN REILIS: And if the language, and
the approach that was, the Board put into that process was
reflected in this report then T think T'd be more satisfied
wilh it as well. 8o if that's satrisfactory --

COMMITTEE MEMBER CHESBRO: Ts it okav to ask for a
redraft to make it clear what the Board has endorsed?

COMMITTEE CHAIRMAN RFLIS: Yeah, that's consistent
with our previous stated actions related Lo in that
legislation.

COMﬂITTEE MEMBRER CHESBRO: And T want to
encapsulate that again by saving that the basic position is
to reform the tax credit, to focus it on where it c¢an most
effectively carry out the ariginal intent.

MS. WELSH: Right. And I'd just like to add it's
not that we're trying to be negative here, this part of the
law did not require for the Board to include in the report
recommendations for improvements. But although T do, to go
on with that, T do want to note that the Public Resources
Code does requivre the Roard in its annual report to make
recommendations.

COMMITTEE MEMRBER CHESBRO: T just don't want a
report that we write to be used to undercut our position in
thae legislature, von know, I don't want usg to he saving over

here things thal make it impossible to accomplish or make it
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difficull for the Roard Lo accomplish one of its --

M8. WRLSH: Oh, ne, astaff would definitely work
with the dirention from the Committes.

COMMITTEE CHAIRMAN RFLTS: Well if that's clear
then T think we will --

COMMTTTEE MEMRBRER CHESRRQ: What do we do?

COMMITTEE CHAIRMAN RELTS: We're moving it that
vou, I guess, what's the, consideration of the staff report
with the recommendations we've made that vou incorporate the
Board's --

MR. SMITH: Committee's direction.

COMMITTEE CHAIRMAN RELTS: -- historical position.

COMMITTEE MEMBFR CHFESBR(Q: What happens if we don't
pass this on the December 15th board agenda, are we missing
the deadline?

MS. WFI.S8H: No. This report is due March 1st, so
we should be able to bring it back on the January Committee.

COMMITTEE MEMBER CHFESBRO: Al1l right.

COMMITTER CHAIRMAN RELIS: So iL won't go to the
Roard, it'l1l come hack to Committee next month?

COMMITTEF MEMBER CHESBRO: So the motion would be
to refer it back to staff?

DIRECTOR GORFAIN: I don't reallv have a good sense
whether it's enough time or not. If John savs it's enough

time, it might he, bhut if we have the time, if we have the
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time to wait ti17 Fehruarvy T think that might work, T would
prefer to do that.

COMMITTEE MEMRER CHESBRO: Okav. Well I'11 leave
it to staff to establish the schedule for coming back, but T
would recommend or make thé motion that we refer this back to
staff, bring it back to the Committee as soon as possible
with the emphasis being on trying to reform the tax credit to
make it, vou Know, more targeted and effective to carry out
and adopt the Board objectives.

MR. SMTTH: Maybe if we're able to get, T don't
know how much work will he involvgd in that, but if we had an
opportunity to well --

o COMMTTTERY CHATRMAN RENLIS: Okay. That's fine.

COMMITTEE MEMBER CHESRRO: Thanks.

COMMITTEE CHATIRMAN RELIS: Do we have to call the
roll on this one? T mean it's just coming back.

LEGAL COQUNSEIL. CONHEIM: No.

COMMITTEE CHAIRMAN RELTS: 1It's just coming back so
there’'s no action.

Okav. Ttem six, i1if we conld just start into this.

MR. STORELLT: My name is Steve Storelli and I will
be presenting thig item on Secondarv Materials Market
Assessment Studv.

COMMTTTEE CHATRMAN RENTS: Steve, c¢an T get an idea

abont the time factor, cause T'm going to have to catch a

PETFRS SHORTHAND REPORTING CORPORATION (916} 362-2345




10

11

12

13

14

15

16

17

18

19

20

21

22

24

25

flighr a3 littla later, and T really need to gel a sense of

- haw long voun think Lhisg will take.

MR. STORELLTI: Well, initiallv what T was going to
dn was represent the projection technique and then rerun over
the results.

COMMITTEF CHAIRMAN RELIS: What we went over
previously.

MR. STORELLT: Right. Right. And additionally
show how vour original concern was that the, you Know, was
the German Green Dot Program effect included in the
consultants.

COMMITTEE CHAIRMAN RELIS: Oh, in terms of the
export market?

MR. STORELLY: Right.

COMMITTEE CHATRMAN RELIS: What would be the
fallout if -- veah, if we could focus on that hecause I
helieve, let me just ask Mr. Chesbro, the issue here is
whether we want to go back through Lhis whole presentation on
methodology and, well this is item six. This is the back,
secondary, we did hear it and the focal point that they were,
we contd do is just hear what was the effect of the German
Green Dol svstem on the export market on impacting the export
market in the, in the concern over time I would prefer that.
| COMMTTTEE MEMRER CHESRRO: The onlv other concern

that.’s ont there jis when we dc, the onlv other concern that's
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ont. there is what do we do with a report that apparently is
considered not. quite evervthing we'd like it to be, but
whether it can be juslt left in 1imbo or whether we should
of ficially accept it or what the Committee and Board action
are in relation to the report.

COMMITTEE CHAIRMAN RELTIS: Well mavbe we can ask.
Were there specific concerns about the report not, I mean myv
question if that could be answered T didn't have problems
with the report.

COMMITTEE MEMBER CHESBRO: Referring it for board
approval.

COMMITTEE CHAJIRMAN RELTIS: That was just a, vou
know, well --

COMMITTER MEMBER CHESBRO: Somehow from the last
discugsion I had the impression that there was a feeling that
it dgdn't -

COMMITTEE CHAIRMAN REILTS: Well I think what
happened partly was that the item wasn't, remember the
noticing issue, and 1 think that was one of the concerns of
the Board was as Neal mentioned that this was an item of some
importance because and it had not been dulv noted and so we
were hringing it back.

COMMTTTEFE MEMBER CHESBRO: Right.

MR. SMTTH: Right.

COMMITTER MEMBER CHESRRO: So the intention here is
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for us to then send it Lo the Board for acceptance as a
renort?

COMMITTEE CHATRMAN RELTS: Yes.

COMMITTFR MEMBFR CHESBR(O: That's what T wasn't
alear on. i
MR. SMITH: Yes.
MR. STORELLT: Tn a nut shell T could present one
graph that would show —-

COMMITTEE CHATIRMAN RENLIS: Yeah, let's see it.
That's what I hoped to hear.

MR. STORELLI: Your question was, was whether the
Green Dot Program was specifically included in the future
projections. And because of the timing of the report the
report was done in the fall of 1992.

COMMITTEE CHATRMAN RELTS: That's right.

MR. STORFLLI: And also of the sort of inception of
Green Dot which took place towards the, late 1992 early '93,
the aspecific effects of Green Dot were not included in the
report, but from a generic perspective, generic international
supply disruptions were included in the PET beverage
prajections and also in paper, and in addition, the
consultant was required to make an optimist projection which
was, vou Kknow, a best estimate and then a pessimistic
projection, which was a gloomier economy, lower demand,

domestic demand for secondary materials and a contracting
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export market mainly due Lo irareasned competition
internabionally.

So what. T'd Jike to show is what we call the hest
estimale on the vear 2000 versus the low scenario for
california and then the wesdtern region.

And if T can just flip to my notes here I can
quickly indicate where the consultant shows that if vou're
comparing the best estimate in the vear 2000 for PET versus
the low scenario which incorporates we feel internatiocnal
supply increases, a PET recovery is reduced to 6,000 tons in
Lhe low scenario which represents about a 18 percent
reduction in-recovefy and then the western region there's
ahout a 28 percent. reduction in PET recoveryv.

| And sort of the driver behind this is that when the
projected increase supplies in California and in the western
region thev reduced the factor that represents access to
markets. So the access to market value was reduced trving to
take into Qonsideration those global effects. And so
therefore we get less domestic PET consumption and then also

a reduction in exports from California and in the western

region.

COMMITTEER. CHATRMAN RELTS: And that's what we're
seeing pretty much, if I recall, in that particular scenario
throughount the other rommodities there's this constricted --

MR. STNRELLI: Thak's trune.
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COMMITTFFR CHATRMAN RELTS: -- access to the market
ani thus the export market becomes less of a factor.

MR. STORELLT: That's true.

COMMTTTEE CHATRMAN RFLIS: And now we have to
compensate.

MR. STOREILT: Well it makes our job harder.

COMMITTEE CHAIRMAN RFEITS: Harder.

MR. STORELLI: Recause both the domestic and the
exporl markets are restricted due to a 1low scenario.

COMMITTFE CHATRMAN RELTIS: Yes.

MR. STORELLIT: 8So vou know staff recommendation is
to ask the Committee Lo consider accepting this report and
forwarding it to the Board for acceptance.

COMMTTTEE CHATRMAN RELTS: T found the report, vou
know, of considerable intgrest and of course it's even of
moré interest now that the groups, in light of our earlier
action we're now in the process of making these real world,
Lhese general numbers more real world, and so this is
something to build from, or at least as a reference document.
T hope it will he useful in that regard.

MR. STORELLT: Tt's a methcecdologvy actually that's
out there for consideration among others.

COMMITTFE CHAIRMAN RELIS: Wh-huh. And staff.

COMMITTEFR MEMRER CHESBRO: Well I guess my only

concern with it is to make sure that in forwarding it to the
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RBoard and adophking it we don't over emphasize its role in the

larger statistical situnation. That we not sorl of place it

up there as the definitive —--

MR. STORELI.T: T mean it wasn't, I mean, it was one

set of numbers among manv.’

COMMITTEE MEMBFR CHESBRO: That's what I'm getting

at.

MR. STORELLI: Oh, okay.

COMMITTEE CHAIRMAN RELIS: Did staff find the
report from vour perspective satisfactory.

MR. STORFLLI: I did and also a lot of the
paperwork was used to develop the paper proposals.

COMMITTEE CHAIRMAN RELIS: Oh, excellent.

MR. STORELLI: That's where it tied in mostly.

COMMTTTEE MEMRBRER CHESBRO: O0QRay, well T would move

we forward it on to the Board.
COMMITTEE CHATRMAN RELIS: (all the roll.
MS. WADDELL: Board Member Cheshro.
COMMITTEE MEMBER CHESBRO: Ave.
MS. WADDELL: Chairman Relis.
COMMITTEF. CHATRMAN RELTIS: Ave.

And this will be consent on the 15th. That takes

us to our last item number seven.

NDIRECTOR GORFATN: Go ahead, Rrian.

MR. FORAN: I'm here toedavy to present gtaff's draft
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report. prepared for the state legislature on recommendations
te inarease recveling of mixed paper denerated in California.
This report was required originallv bv, let's see, I don't
know what the updated bill, Senate Bill 960 in, bv Senator
Garv Hart in 1991 subsemiently revised by Senate Bill 1919 in
1992. And this report required the Board to submit
recommendations to the legiglature by Januarv 1st, 1994,
concerning programs which are needed to develop markets and
encourage high levels of recveling for mixed paperwaste. 1In,
last vear the staff prepared an action plan for mixed paper
in the précess of our overall market development activities
to identify barriers to increasing higher levels of mixed
paper and, and also making recommendations as to how those
harriers can be overcome.

The body of that action plan was essentiallv the
body of the report before vou today with, with significant
adjustments £0 the data as in the body of the report to
reflect current marvkel conditions both supply and demand.

The barriers and recommendalions in the report
howaver are essentiallv the same as those in the action plan
with some of the barriers and recommendations removed bhased
on new information that we've received in Lhe course of time
such as, well, for example, one of the recommendations in the
antinn nlan was to identify, or cne of the harriers was

aubgidies to virgin materials extraction industries that
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aasanlially disconrage the use of secondary materials.

Since Lhat time there's been a full report that has
addressed this issue, 30 we removed that as both a harrier
becarse the Board report, which addressed the issue,
identified it as not a gignificant barrier and also removed
the recommendaticn that we investigate that as a barrier.

S0 again essentially there is no new
recommendations or barriers in the body of the report to the
}egislature bevond those that were in the action plan. I'd
like to briefily juét identify the primaryv, well it's been
awhile since the action plan was goné over sa whaf I'll do is
I'1)l just summarize the barriers to increasing consumption of
mixed paper and also summarize the recommendations to
overcome those bharriers.

We grouped the barriers according to general
categoriés, one of those categories was statutory and
regulatory barriers. The first barrier identified was a
vague definition of mixed paper and that has certainly come
up again as a stumbling block in our working group that's
identifyving how to come up with better waste, or paper
diversion and generation data. The recommendation within the
report was to establish separate categories of mixed paper
within the interim data base reporting requlations to break
that down inlo residential mixed paper and office mixed

paper.
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And in the haodvy of thig report. a little hit
different. from the action plan T break mixed paper down into
office mixed naper and then all other mixed paper which
inaclndes residential mixed paper. The reason for doing this
primarily is we have data from the secondary materials
assessment study that was just described that breaks the
paper down into those same categories. And when the total
mixed paper i3 actually added up it is verv similar to the
numhers that we have in our interim data base. The next
barrier was Week Postconsumer Recycied Content Standards in
California Statutes. Governing state procurement of paper
and paper products, recommendation was to, was to actuallv
establish sténdards specific to various paper products not
just a 50 percent secondary ten percent postconsumer overall
staﬁdard.

Economic barriers were identified. The first was
poor economy of scale for recveled paper mills, and there was
no recommendation for that item because it's simply beyond
the scope of the Roard to do anvthing about that.

The other economic barrier was the high cost of
postconsumer paper vanking and recvcling equipment and a host
of recommendations there was te provide certain tvpes of
financial assistance to the recveling industry to help
avercome or help defer some of those high costs of adding

recveling capacity.
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And of courgse the fax, the recvaling invegtment. rax
aradil was one of thaose, one of thase incentives that was
already put in place.

Supply related harriers included high recovered
paper transportation costs. One of the recommendations,
initial recommendations was to look into deregulating freight
of wastepaner, that is shipments of wastepaper by rail and
ironically that's alreadv happening at, at the national
level.

Another, another supplyv-related barrier was poor
recovered paper quality. And T think from the item
discussing our‘market development proposal on corrugated and
printing and writing papers vou can see that that's still
very much an issue as Mr. Bernie Meverson discussed when vou
have a quote "dirtv MRF" that's separating paper from mixed
waste it'g very difficult to market that material and some of
our recommendations to avercome this harrier were to do
research and development projects to identify how we could
hest recover mixed paper from the waste stream in a
marketabhle form.

And then we also had institurional and attitudinal
harriers and one of those was excessively stringent aesthetic
product quantity standards. Now these standards are set by
manufacturers in regponse to what thev believe their

customers expectations are. Now those things are not mostly
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sat in conarete, but it's also not something that we c¢an
ea51ly manipulate, however, the recommendations in the report
i that we do work wilth the consumers of the products to
emphasize to them that aesthetics are not necessarily one of
the primary factors that thev need to look in, need to look
at. in purchasing a product in that recvcled content is a very
important aspect as well, and ultimately the performance of
the product is the mast important factor and that aesthetics
through the use of secondary materials do not necessarily
need to effect performance.

And then finally the Jlast barrier was a
misunderstanding of Federal Focd and Drug Administration food
packagjnglregulations where product manufacturers who
potentially could be making food packaging either direct
contact or nom-correct contact packaging for food products
are under the impression that they cannot use recvceled
materials or cannot pﬁrchase packaging that is made from
recvcoled materials and, in fact, that is not the case.

The recommendation is simply to inform these
product manufacturers of the actual FDA regulations so that
it. could perhaps encourage them to purchase packaging that is
made from reacvaled paper for food products, which is really
one of the szectors which conld be expanded into some products
that. could nse mixed paper.

That's essentially the bodv of the report. We, as
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far as the barriera and the recommendations I don't really
feel & need here Lo go into Lhe actual supply demand status
of mixed paper at this time, however if vou do have specific
or general questions about what that status is, T'd be glad
too address them at thias point.

And then finallv onr recommendation is for the
Committee to consider forwarding this report to the Board for
approval at. the Necember 15th Roard Meeting.

COMMTTTEE MEMBER RELTS: We have a number of people
who wish to speak on this item. So we have four and Virgil
Horton has asked to speak first. Qkayv, Mr. Horton.

I'm wondering just for the interest of time if we
could all be ag specific as possible.. I'm going to have to
leave here by 4:00.

MR. BORTON: I will be verv specific.

COMMITTERE CHAIRMAN RELIS: Thank you. Thank vou.

MR. BORTON: First, the industry, paper industry
has not reallv had an opportunity to study this particular
report in depth. It was not put out until Thanksgiving
Holidavs, and therefore my comments are going to be verv
specific, very brief. But T would request that it not go to
the Beoard at that point hecause T feel we need to do a more
in=-depth studyv.

T wonld also sav Lhat as T had mentioned to some of

vou earlier, sitling here in California vou have to ask
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vounrself the question why mills are going 1,200, 1,500, 2,000
miles away to pick up paper. If vou've got that much paper
hera. T will turn Lo my statistic book which T will give
back to you if T mayv. T mentioned earlier about the large
printing and writing paper machines and when T look at the
high grade de-inking c¢an hopefullv be a value added that will
bring more money to the municipalities and others who do
that, that has grown significantly and in high grade
de-inking for 1991 the printing and writing sector alone used
over two million tons of that on a national kasis. When vou
get into mixed paper we used 73,000 tons, a mere pittance.
So the report just a very rfuick glance at it back there
indicates that it, it continues to encourage possibly some
lack of source depravation which would be better value added,
which would also allow us to use more of the paper on the
high speed, high productive machines where we need some of
that tvpe of thing.

I want to go to the quality aspect. I personally
get very hyper when I hear anvbodvy talk about recveling,
having less aesthetic value, or quality than a virgin sheet.
Thal is not necessarily true. I have mills that make very
good quality in terms of a virgin sheet. I have mills that
make a veryv good quality in terms of a recvcled sheet.. And
the same is true in not so good gqnalitv. T have virgin mills

that don't make very qualityv and T have recvcled mills that
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don'1l. make very good virgin quality, so vour quality issue
and aesthetins is there for the end usge, the performance
characteristics of a sheet of paper for a particular end use.

So T would eranurage the Board, if T mav suggest,
give the industry a chance rto work with vou on that. We have
not. had that opportunity. And the first thing T see wrong
wilh the report from my perspective is that it encourages the
continiued non-separation for quality fiber. Thank vou.

COMMITTEE CHAIRMAN RELIS: Thank vou. Before I ask
for any comments from staff, T'd like to get all the comments
from the inrdustry representatives here who are lined up, T
guess, to speak on this. Next is Ed Hurley.

MR. BURLEY: Again T will be brief, but one aspect
that Brian touched on, and I have to have a slight
disagreement, the FDA, he's right, there aren't any
regulations, they're called guides, they are a major
impediment to increase recvceling and we don't have to go into
the details and T'11 provide the details as best I can, but
basically the FNDA breaks down intimate contact with fFood in
two areas, dryv food ard acquiesce and greasv foods. There
is —--

COMMITTFEE MEMBER CHESBRO: Is that true? TIs that a
term of art?

MR. HURLEY: Well thev talk abont acquiesce and

greasy.
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COMMTTTFEE MFMBFER CHESRRO: And yreasv.

MR. RURLEY: That means it's either wet or greasv.

COMMITTEF MEMBER CHESBRO: Tt goes from the
ridiculcus to the sublime or something.

MR. HURLEY: No, "thal's true. There are, and if
vou look at food packaging, packages that are intimate
contact with acquiesce and greasy food there is virtually no
content. in them, no recvcled content. Where there is foods
in centact with dry foods you do see it, you do see it in
some cereals, in fact. White Castle is a little paper board
container that they have, we've heen making for 30 vears.

The report talks about the poisonocuns and deleterious in the
guides. And that's the problem, there is a perception out
there that when thev talk abont gunides the FDA savs Mr.
Manufacturer and Mr. Packager vou're on vour own. You cannot
let. that migrate those poisonous, deleterious materials
migrate into the food. We're not going to give vou an out by
getting regulations or thresholds, and vou're on vour own and
you're a hundred percent liable for that and that literal
interpretation has scared away packagers from doing that.

Now at this very moment I guess two davs ago there
was a meeting with AFPA and some of the food marketing
people, there's a meeting, well with AFPA. There ig a
meeling either later this week or early next week with the

FDA to Fryv to come up wilh some more conarete guidelines,
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guides whatever they do, so we can get some guidance on this
whale area.

Rut T guess the point I'm trving to make is that as
vou look al this mixed paper this FDA issue is a very, very
kev isgue. Tt's gnt to be developed more. Thank vou.

COMMTTTEFR CHATRMAN RELTS: Thank you.

COMMITTEE MEMBFR CHESBRQO: Could T ask, do vou Know
if any migration studies have been done for the contaminants
to see if{ there's actual --

MR. HURLFY: Yes. Yes, thev have. They do have
what thev call an extraction technique, which vou can get
certification, as long as you can certify that vou're using a
certain type of recvcled paper and it doesn't migrate. But
that. is just starting. But there's still a great deal of
reservation out there, but veah it does migrate quite a bit.

COMMITTEE CHATIRMAN RELIS: Brain, if vou could.

MR. FORAN: Mrvr. Hurlev, what, do you know the date
of that meeting, would, is it with AFPA the food marketing
people and FDA?

MR. HURILLEY: No. It was the former two first, and
that occurred last week and they are trving to set up now
wilh FDA a meeting. But T also have some reports from other,
T guess, packaging counnils that address this FDA thing,
Rrian, thalt T can send vou, at least for some background.

Thank vonu,
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COMMTTTER CHATIRMAN RELTS: Thank vou, Kathv Lvnch
and then Katie (ntier.

MS8. LYNCH: Kathy Twnch, American Forest and Paper
Asgoctation. T guess my role today is process and we did
just receive this final report. last Wednesdav, late
afternoon. Several of the companies aren't even in receipt
of it vet, and T think voun'd have manvy more people here to
contribute. We want to be supportive of the studv going
forward, but we think we have some valuable things to add and
if it goes back to the legislature in this form perhaps
they'll be some misinformation that, vou know, certainly we
aran't. in agreement on, and T don't think is in vour goal.

So we'd like just to have, at least till vour next meeting to
gel. vou some written comments and some thoughtful --

COMMTTTEE CHATRMAN RELIS: Yeah. Legislative
deadline, but of course we've missed those before, but I
definitely want, we want to payv deference to the author in
terms of whether that was considered satisfactory.

MS. LYNCH: We appreciate that, but on the other
hand we just got the documents. We'd like to have a couple
of weeks, so.

COMMITTEE CHAIRMAN RELIS: I'm not disagreeing with
vou, I'm just hringing up another problem.

MS. TYNCH: Right., T understand. T1t's cupposed to

he haak 1o the legiglature in January, so.

PETFERS SHORTHAND REPORTING CORPORATTION (916) 362-2345




8

10

11

12

13

14

15

16

17

18

19

20

21

23
24

25

154

COMMITTEER MEMRER (CHESRBRO: So we'll have to like,
vaorn know, look into that.

MS. TYNCH: We can do, vou know, kind of a quick,
T'm sure if we had a couple weeks, that would be helpful to
get some writlen comments into vou, so that's all we'd be
asking for.

COMMITTEE CHAIRMAN RELIS: OQkay.

MR. FORAN: Could T make a comment?

COMMITTEE CHAIRMAN RELIS: Quickly.

MR. FORAN: Again, Kathy; T just want to reiterate
that there are no changes to the barriers identified except
deletions of, and the recommendations from my mixed paper
action plan which received considerable industry review as
vyou'll recall last vear. And if you were, unless there were
problems that voun had with the recommendations and barriers
in that action plan that were not addressed in this report
then T would say that this, that there really shouldn't be
any concerns about this report moving forward to the
legislature in essentially the same form with only changes in
supply demand status.

COMMTTTEE CHAJTRMAN RELTS: let's just hold there
and then we'll here from Katie and then we'll go back if we
have to.

MS§. CUTLFR: Thank vou, I'm Ratie Cutler from James

River and, Rrian, T'd like to sav thar al) of these things
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glart, lanking familiar and von're not sure what vou've
reviewad and whal. vou haven'i.. And vou do have t¢ take the
Fime to go through it jus! to make sure that von understand
the intent., T, ftno, will keep my comments véry brief, but
just looking at the first page again todav it reminded me
that. il. seams really unhealthy to pint an emphasis on unsorted
mixed paper. And I believe and T think that my company
shares this point of view that the very best way to reduce
the volume of mixed paper that's in the waste stream is to
source separate at the earliest possible opportunity.

Printing and writing papers high grade become mixed
paper if theyv haven'ﬁ heen separated out. Juice boxes or
milk cartons become part of that mixed paper stream. Tn myv
home T separate out the milk carions and I take them, milk
cartons only, in their own container down Lo mv reavcling
center.

Secondly, I, James River is praobably the countries
largest manufacturer of packaging papers, and therefore I'm
very interested in the point of view on recvcling of
packaging papers and, you know, the use of recyvycled content
in them. F®d gave a good overview. There are many
innovations that are taking place in this in terms of use
barriers and creative wavs of constructing packaging so that
we can expand the use of recvecled content.

And we would like to have the time to thoughtfully

n
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comment on thias report and make sure that the latest, because
it's a verv rapidly developing area of concern. So with that
T'11 thank vou. Tf there are any questions T'd be happy to
take rthem.

COMMITTFEE CHAIRMAN RELIS: Well T was just going to
ask in light of the, T think that completes the comments, we
have a couple of choices. One is, okay, we're behind on our
suhmittal. Tt's a relatively short report. What would be
the chance of your reviewing in the next week before we bring
this to the full BRoard. T mean, we're not talking about a
lengthy.

MS. CUTLLER: Right now we have one copyv to share
among us.

COMMITTEE MEMRFR CHESBRO: We will loan you a
photocopy machine.

COMMITTEE CHATIRMAN RELTS: We haven't checked with
the author's office, we don't know whether they're going to
he put out.

COMMITTFE MEMBER CHESRR(O: Tt seems to me we ought
to, until we've talked to the author's office, at least have
it on the Board's agenda and allow vou all to take a look at
it and see if vou feel that vour comments are such that vou
wouldn't have major objections to having another chance to
romment at the Beard and propose any modifications that vou

want at that point in order to trv to stav on deadline then
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i F somelthing really --

COMMITTEERE CHATRMAN RELTS: Tf it dcesn't work then,
voun know, probably it won't get approved.

COMMITTEE MEMBER CHFSBRO: And we cou]d.talk to the
anthor's office ahont that!

COMMTTTEFRE CHATRMAN RELTS: Yeah, that would ke if
vou could check with the author and we can, T mean we have
the option of pulling it bafore agenda or.

MS. CUTLER: T'm sorry I forgolnl when the deadline
to the legislature is, can vou, is it January?

MR. SMTTH: Januaryv 1l1st.

COMMITTEE CHAIRMAN RELIS: Yeah, could you comment
on that? On the deadline issue?

DIRECTOR GORFAIN: T can comment to some extent. I
can only say that the deadline is January 1lst. Typically
what we do is we send a draft of the, once the Committee has
acted, send a draft of the report to the author's office and
once it has gone through the Board it goes to Cal EPA and the
Governor for approval and then to the legislature. So it
will be some time before iL gets to the legislature formally.

COMMTTTFEE CHATRMAN RELTIS: Could be a long time.

MS. CUTLER: Youn just want to make sure vou've done
vour part on time.

COMMITTER MEMRER CHFSRBRQ: The Governor gets as

iong as he wants to comment on 1it.
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MS. CUTLFR: We can read it quicklv, we can
ciraulate it within my company quickly.

COMMTITTEE CHATRMAN RFELIS: T mean T'm cpen to, I
dust don't want. to run a fonl, too, of the author.

COMMITTEE MEMBER "CHESRRQ: If there's major issues
T think the author would say, “fine," vou know, so if vou, I
guess, the point is if vou gsee things here that vou think are
really, that really require some time and vou let us know
that, I think we could talk to the author about it.

COMMITTEE CHAIRMAN RELTS: We'll go ahead anyway, T
mean if we can talk to him right awayv.

COMMITTEE MEMBER CHESBRO: And really that's a
possibilitv.

MS. CUTLER: T personallv had concern like the
first page.

COMMITTEE CHAIRMAN RELIS: You onlyv read the first,
right?

MS. CUTLER: That's as far as I got.

. COMMITTEE CHAIRMAN RELIS: I think we hear vou. T
think I'd like to keep it on the calendar, but I'm open to
pulling it.

COMMITTEE MEMBFER CHESBRO: My impression from
reading the proposed actions is that there's virtually
nothing there that wasn't in the Board's Market Development

Plan, so T think it's, vou Kknow, we could sort of re-fight
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some of the battles we fought in trving to develop the Market
Nevelopment Plan. But T think it's mostlv consistent with
the existing Board Policy. T don't think it's breaking major
new ground in terms of policv. But on the other hand, T
mean, process is important and we're not trving, T don't
think the author wonld want us to, and we're not trving to
like jam something, vou know, that's not the point.

MS. CUTLER: We're not looking to fight vou, we
just believe it's important to start from here.

COMMITTEE CHATRMAN RELIS: T think we can agree
that, to a process between now and the Board time leave it on
calendar, but be prepared to recommend pulling it if the
author will concur with us and, and if we get a negative on
that then we're going to, there are two options, it won't get
forwarded from the full Board or input could be received
prior.

COMMITTEE MEMBER CHESBRO: Okay well --

COMMTTTEFE CHATRMAN RELTS: Tf that is satisfactory.

COMMITTEE MEMBFR CHESRRO: I will move that we
forward this to the Board without a recommendation at this
peint, so il would be listed on the agenda, and that we ask
the legislative office to contact the author's office about
the possibility of 'a delay and then we encourage the, the
public and the industry to review it, and if possible make

Lheir comments bv the Roard meeting. But if there's major
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issues we will consider recommending to the Board that
thev'11, we'll, it will carrv over.

COMMITTEE CHATRMAN RELIS: So that's forwarding it
withoult recommendation.

COMMITTEFR MEMBER "CHESBRO: At this point, yeah.

COMMITTEE CHATRMAN RELIS: Okav. Would vou call
the roll?

DTRECTOR GORFAIN: Mr. Chairman, can I just ask

that any comments be gotten to us by the 10th. Can we have

them by the 10th?

COMMITTEE CHAIRMAN RELIS: Well I, that's up to --

RBIRECTOR GORFAIN: If that's possible.

COMMTTTEF CHAIRMAN RELIS: That mayv be the issue,
but we'll have to gee.

UNIDENTIFTIED SPEAKER: Can I get a copy by the 9th?

MR. SMITH: You'll probably get a copv today.

COMMITTEE CHATIRMAN RELTS: Can we make sure that
hefare theyv leave that they all have copies?

MR. SMITH: Yes, Mr. Chairman.

COMMITTEE MEMBER RELIS: You want another, I got
one right here. We're recvcling as we speak.

COMMTTTEE MEMBER RELTS: Okav. Msg. Waddell, would

vou ¢all the roll?
MS. WANDDELL: Board Member Chesbro.

COMMTTTEE MEMRER CHESRRGO: Ave.
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M&. WADDFIT: Chairman Relis.

COMMTITTEFR CHATRMAN RELTS: Ave.

A1l right, that concludes our meeting for todav
unlegs there's something else, which T hope there isn't.

Thank you.

{Thereupon the foregoing meeting was

concluded at 3:47 p.m.)
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