California Integrated Waste Management Board

Board Meeting
September 19, 2007
AGENDA ITEM 14
ITEM

Consideration Of Clarification To The Scope Of Work And Budget For Sector And Industry-Wide Activities; And Amendment To The Scope Of Work And Augmentation For TDP Market Analysis Activities; For The Tire-Derived Product Business Assistance Program Contract  (Tire Recycling Management Fund, FY 2007/08) 

I.
ISSUE/PROBLEM STATEMENT
This item first presents staff’s recommendations for sector and industry-wide activities and their associated budgets, which are based on available funding previously allocated to this contract.  These sector and industry-wide activities reflect actions that staff and many stakeholders believe are necessary to achieve increased diversion of tires from California landfills.  Staff seeks direction regarding these proposed sector and industry-wide activities. 

The Scope of Work (SOW) for the existing consulting contract for the Tire-Derived Product Business Assistance Program (TBAP) provides broad authority for the addition of contract activities that benefit specific sectors or the tire-derived product (TDP) industry as a whole.  Staff believes that it is prudent to seek approval for additional clarifying language to be included in the SOW that more fully describes the proposed sector and industry-wide activities in this item.  This clarifying language would be included in the contract SOW and the activities completed by the contractor, R.W. Beck, Inc. (Beck), by December 2008, unless otherwise noted.  Accordingly, staff seeks approval to add clarifying language to the existing TBAP SOW.  
Because the proposed sector and industry-wide activities would not be completed by the current May 15, 2008, expiration of the TBAP contract, staff will extend the expiration term of the contract, subject to approval by the Department of General Services as described later in this Agenda Item.  Additionally, if the extension of the term of the TBAP contract is approved, staff will increase the billing rates set forth in Beck’s proposal from December 2005, by five percent to reflect a cost of living adjustment (COLA).  The five percent increase will only cover the time period between the original expiration of the contract (May 15, 2008) and the new contract expiration (May 15, 2009).  The extension of the contract term and COLA are administrative actions.

Additionally, the Five-Year Plan for Waste Tire Recycling Management Program – 4th Edition Covering Fiscal Years 2007/08 – 2011/12 (Five-Year Plan) describes the Tire-Derived Product and Materials Market Analysis (TDP Market Analysis) and allocates $200,000 in funding for Fiscal Year (FY) 2007/08.  This Agenda Item describes the proposed market analysis activities and seeks approval to augment the existing TBAP contract with Beck with $200,000 for FY 2007/08 and further seeks approval to amend the existing TBAP SOW to incorporate the proposed TDP Market Analysis activities.
II.
ITEM HISTORY

At its June 12, 2007, meeting, the Board approved technical assistance and equipment grants for the second cycle of the TBAP.  It also adopted the Five-Year Plan for Waste Tire Recycling Management Program – 4th Edition Covering Fiscal Years 2007/08 – 2011/12 (Five-Year Plan).
At its August 15, 2006, meeting, the Board approved technical assistance and equipment grants for the first cycle of the TBAP.

At its February 14, 2006, meeting, the Board approved award of the contract for technical and consultative services for the TBAP to R. W. Beck, Inc. (Beck), covering Fiscal Years (FYs) 2005/06 and 2006/07, in an amount not to exceed $3,850,000. 
At its January 17, 2006, meeting, the Board approved the applicant eligibility criteria, funding award levels, evaluation process and performance measurements for the TBAP.

At its May 11, 2005, meeting, the Board adopted the Five-Year Plan for Waste Tire Recycling Management Program – 3rd Edition Covering Fiscal Years 2005/06 – 2009/10 (Previous Five-Year Plan).  The Five-Year Plan described the TBAP and the Tire-Derived Products Testing and Certification Program.  The Previous Five-Year Plan also allocated $1,500,000 and $1,750,000 for the TBAP and $300,000 for the Tire-Derived Products Testing and Certification Program each year for FYs 2005/06 and 2006/07, respectively.  All of the funds allocated in the Previous Five-Year Plan to the TBAP and the Tire-Derived Products Testing and Certification Program for FYs 2005/06 and 2006/07 have been encumbered to the Beck contract or will be encumbered to TBAP Grantees in the form of equipment grants.
III.
OPTIONS FOR THE BOARD

1. Approve the clarification to the Scope of Work regarding the sector and industry-wide activities and budgets. Also, approve augmenting the TBAP contract with $200,000 and approve amending the TBAP SOW to incorporate tasks consistent with the proposed TDP Market Analysis activities.

2. Approve the clarification to the Scope of Work regarding the sector and industry-wide activities and budgets. Do not approve augmenting the TBAP contract with $200,000 or amending the TBAP SOW to incorporate tasks consistent with the proposed TDP Market Analysis activities.

3. Approve the clarification to the Scope of Work regarding the sector and industry-wide activities and budgets as modified by the Board.  Also, approve augmenting the TBAP contract with $200,000 and amending the TBAP SOW to incorporate tasks consistent with the proposed TDP Market Analysis activities, as modified by the Board.

4. Provide further direction to staff regarding sector and industry-wide activities and/or TDP Market Analysis activities.

IV.
STAFF RECOMMENDATION

Staff recommends Option 1 and adoption of Resolution 2007-172.
V.
ANALYSIS

A.
Key Issues and Findings

GENERAL MARKET INFORMATION

A vibrant and diversified crumb rubber market is essential for long-term, sustained diversion of waste tires.  Currently, California crumb rubber is used primarily in a relatively small number of products, including athletic and recreational surfaces, molded and extruded products, Rubberized Asphalt Concrete (RAC), and rubber mulch.  According to the Rubber Manufacturers Association (RMA), the national markets in 2005 for athletic and recreational surfaces, molded and extruded products, and RAC represented approximately 35 percent, 31 percent, and 16 percent of crumb rubber uses, respectively.  CIWMB staff believes that the athletic and recreational surfaces market figure is also representative of the California market; however, staff believes that the California RAC market is stronger due to outreach efforts and financial incentives and that the molded and extruded segment is less developed.  

According to industry representatives, athletic and recreational surfaces, and rubber mulch are expected to continue their strong annual growth rate and RAC usage is expected to grow by 10-15 percent annually.  While the near-term outlook for TDP is strong, the market must continue to diversify in order to anticipate and respond to changes in the marketplace and fluctuations in economic forces such as government transportation and school construction budgets.

Future state and/or federal budgets may be adversely impacted by other economic factors, such as the ripple effect due to the significant decline in new housing construction, fallout from the sub-prime mortgage market, and other factors.  If this occurs, state and federal funding for transportation projects may be affected.

A primary focus of diversifying the demand for crumb rubber is to identify those products that are already being manufactured and provide a consistent use, and hence a consistent demand, for crumb rubber.  Similar to diversifying an investment or retirement portfolio, diversifying the uses for crumb rubber will enable the overall TDP market to more effectively weather demand fluctuations while providing the ability to capitalize on business opportunities.

SECTOR AND INDUSTRY-WIDE ACTIVITIES

The TBAP has two primary components: (1) providing approved assistance to individual businesses, and (2) providing services that benefit specific sectors or the industry as a whole.  The desire to provide broader sector or industry-wide assistance was an important program element for stakeholders and Board members.  

Accordingly, the previously approved SOW and contract state:

The Contractor may also provide services that benefit an identified sector or the industry as a whole.  Such services may include, but are not limited to, testing of materials or products, development of a coordinated marketing approach and/or “branding” of products from California recycled tires, web site coordination, obtaining third-party testimonials regarding the benefits of tire-derived products, marketing assistance for the Program, etc.

The SOW for the existing consulting contract for the TBAP thus provides broad authority for the addition of contract activities that benefit specific sectors or the tire-derived product (TDP) industry as a whole.
Staff has had discussions with stakeholders both individually and through several Waste Tire Interested Parties meetings regarding proposed activities.  Based on stakeholder feedback, staff’s recommendations are more focused, action-based, and contain deliverables that were not included in earlier drafts of the proposed activities.  

The overall strategy of activities outlined in this Agenda Item and summarized in the following table, is to identify and promote business opportunities to use recycled rubber in various products, identify and remove barriers (real or perceived) to improve TDP acceptance, train/assist businesses to increase sales of TDP, and develop protocols and survey tools to analyze TDP market trends and validate other information sources.

Summary of Proposed Sector and Industry-Wide Activities, TDP Market Analysis, and Associated Budgets/Timelines
	Activity
	Budget
	Estimated Completion

	Sector and Industry-Wide Activity

A.  Expand and Diversify TDP Markets 
	$250,000  (already encumbered in TBAP contract with Beck)
	

	1.  TDP and Feedstock Conversion Opportunities
	$150,000
	March 2008

	2.  Pilot Project to Increase Use of RAC, TDA and Other Products
	$75,000
	Oct. 2008

	3.  Inventory and Basic Market Assessment
	$25,000
	Dec. 2007

	
	
	

	Sector and Industry-Wide Activity

B.  Marketing Assistance
	$225,000 (already encumbered in TBAP contract with Beck)
	

	1.  Identify and Remove Barriers and Myths
	$100,000
	Sept. 2008

	2.  Government and Green Building Sales Training
	$75,000
	Dec. 2008

	3.  Quality Assurance and Quality Control Training
	$50,000
	Dec. 2008

	
	
	

	C.  Tire-Derived Product and Materials Market Analysis
	$200,000 (Tire Recycling Management Fund 2007/08)
	Jan. 2009


The estimated budgets for the sector and industry-wide activities (see above Table, Activities A1 – A3 and B1 – B3) represent monies remaining in the Beck contract after funding technical assistance and equipment grants for the first two annual cycles and factoring in other tasks covered under the contract.  The estimated budget for the Tire-Derived Product and Materials Market Analysis represent funds allocated in the Five-Year Plan for FY 2007/08 for that activity.  These proposed activities, which are described in more detail below, and the associated $475,000 estimated budget for the sector and industry-wide activities and $200,000 for the TDP Market Analysis represent proposals that staff believes are necessary to achieve increased diversion of tires from California landfills and that have stakeholder support.  Activity budgets are based on the relative priority and staff estimates regarding specific proposed activities.  Actual expenses for specific tasks may be different than originally estimated and necessitate minor adjustments to the associated budgets.

Staff is seeking Board direction regarding these proposed sector and industry-wide activities and, after consultation with the Board’s Legal and Administrative Offices, believes that it is prudent to seek Board approval of clarifying language in the SOW (Attachment 1) related to the proposed activities.  This clarifying language would be included in the contract SOW and the activities will be completed by the contractor, Beck, by December 2008, unless otherwise noted.

Unfortunately, the proposed activities would not be completed by the current May 15, 2008, expiration of the Beck contract.  Accordingly, if the Board directs staff to proceed with the proposed sector and industry-wide activities and the associated budgets contained in this Agenda Item and approve the clarifying language for the SOW, staff would also extend the term of the contract to May 15, 2009.  The time extension is also needed to provide consultative and technical services to second cycle TBAP Grantees which have a grant term that ends April 15, 2009.  Also, because of the additional time, the billing rates set forth in Beck’s proposal from December 2005 will be increased by five percent to reflect a cost of living adjustment (COLA).  The five percent increase will only cover the time period between the original expiration of the contract (May 15, 2008) and the new contract expiration
(May 15, 2009).  The extension of the contract term and COLA are administrative actions.  The extension of the contract term is subject to Department of General Services approval described below. 
Because the TBAP contract has already been augmented to fund second year grant awards (see Funding Information Section for details), the proposed extension of the expiration date of the contract will require approval by the Department of General Services (DGS) as a non-competitively bid (NCB) contract.  Based on initial discussions with DGS, staff believes that there is a strong argument for approval of the NCB.  If the NCB is not approved by DGS, the expiration term of the TBAP contract will not be extended and the COLA not allowed.  Clarifying the SOW for the sector and industry-wide activities and the performance of those activities are not contingent on DGS approval of the NCB.  However, if the expiration of the TBAP is not approved by DGS, it may impact the ability to perform all of the proposed sector and industry-wide activities by the original May 15, 2008, expiration of the TBAP contract. 
Additionally, the proposed augmentation of the TBAP contract and addition of TDP Market Analysis activities to the TBAP SOW will also require approval by DGS as a NCB contract.  Both NCB requests (extension of the term of the TBAP contract and the addition of the TDP Market Analysis task and associated funding) will be pursued with DGS concurrently.  If the TDP Market Analysis NCB request is not approved by DGS, staff will continue to pursue the NCB request to extend the expiration term of the TBAP contract in order to perform the proposed sector and industry-wide activities and provide service to the second cycle TBAP Grantees with a grant term expiration of April 15, 2009.

A.  Expand and Diversify TDP Markets: Increase Diversion Levels and Industry Resiliency by Expanding and Diversifying the Range of Products Made from Recycled California Waste Tires ($250,000)
This activity seeks to directly increase demand for recycled California waste tires by promoting the use of crumb rubber in product applications where they are not currently used.  Three main actions are proposed.  The first is a systematic effort to identify and promote opportunities to produce additional products with recycled rubber rather than virgin rubber or other materials (feedstock conversion).  The second is more focused on supporting the Board’s initiative to significantly expand tire-derived aggregate (TDA) and RAC use.  The third is to identify sources and quantify crumb rubber and buffings generated and used in California.
1. Identify TDP that could be produced by California businesses and feedstock conversion opportunities.  Compile technical information and prepare “Fact Sheets” related to using recycled rubber in products.  ($150,000)
Justification:  Many TDP that are produced elsewhere but marketed in California, could be produced by California businesses if opportunities were identified.  Stakeholders have often expressed an interest in producing additional products with an existing California and/or West Coast demand that could be more effectively satisfied by a California-based producer.  Additionally, there has long been interest in increasing demand for crumb rubber by established manufacturers of existing rubber products, since they presumably have the potential to use large quantities of crumb rubber in long-established, stable, strong markets.

The potential benefits of this approach include expanding overall production and use of crumb rubber, and increasing the overall resiliency of the industry by diversifying crumb rubber markets.  An initial search for California rubber companies identified several dozen firms who may produce products and/or supply other manufacturers with virgin natural or synthetic rubber to produce additional products.  Initial conversations with some of these companies indicate there is potential for some to begin use of crumb rubber.  However, because of uncertainty regarding the effect of changing the raw material mix for their products, existing rubber and plastic product manufacturers need factual, technical data regarding the use of recycled material.

While there appears to be good potential to use crumb rubber in some established products, in some situations it will likely require highly refined ground rubber (e.g., 40 - 80 mesh, or finer) that may not be currently available in sufficient quantities in California.  This strategy is consistent with the “demand pull” approach used by the TBAP, with the expectation that demonstrating strong demand by established, viable firms will encourage crumb rubber producers to invest in the capacity to provide the needed supply and more tires will be diverted from landfills.

Proposed Action:  Beck will identify TDP that are currently being made elsewhere that could be made in California.  Beck will also identify and prioritize companies that are currently producing products in California using virgin rubber or other materials that could use some percentage of crumb rubber – incorporating crumb rubber is known as “feedstock conversion.”  These companies include, but are not limited to, manufacturers of existing rubber products that may be able to use 5 - 15 percent recycled-content (or more) in their products, those who seek to use recycled rubber in combination with other recycled materials (such as plastic) in molded or extruded applications, and others.  Beck will provide a list of prospective products and prospective businesses for feedstock conversion by December 2007.

Beck will also compile appropriate technical and performance information related to feedstock conversion.  Beck will compile the information and prepare the draft Fact Sheets by February 2008.  The Fact Sheets will be posted on the CIWMB web site and used in outreach efforts to manufacturers that are prospects for feedstock conversion.  If additional testing or research needs are identified, staff will prepare contract concepts for CIWMB consideration using the reallocation process for the Tire Recycling Management Fund, as appropriate.

Staff and Beck will conduct outreach to prospective businesses (individually, through trade association meetings, and symposiums) to encourage identified prospective businesses to pursue identified opportunities.  Beck and staff will initiate outreach efforts in March 2008.

2.
Pilot project to increase the use of TDA, RAC, and other priority materials.  ($75,000)
Justification:  Staff believes that there is significant potential to increase the use of TDA, RAC, and other priority materials.  The proposed action will build on, and complement, outreach efforts by CIWMB staff, TDA consultants and Ogilvy Public Relations Worldwide (Ogilvy).  The work previously conducted by staff and Ogilvy to identify decision makers and those key factors that influence the purchasing decision will be used in this effort to further expand the use of TDA, RAC, and other priority materials.  Staff from the CIWMB’s Office of Public Affairs has been briefed regarding the proposed pilot project and will be involved in its implementation.  

This action will pilot the use of McGraw Hill Construction’s (MHC) on-line service to identify local government and private sector opportunities for TDA, RAC, and other priority materials.  The service will also identify architects, designers, engineers, contractors, and others that could be targeted for outreach efforts to increase specifying TDA, RAC, and other priority material in future construction projects.

MHC currently tracks approximately 72,000 projects in California (600,000 nationally) per year from nearly 7,000 California sources such as architects, contractors, public and private entities.  Available information includes: identification of projects from the pre-planning stage through completion, plans, specifications, dollar amount of the projects, identification of architects, public/private entities, contractors, location of the project, etc.  Since the information is maintained in a database, it is searchable based on CIWMB established criteria, is capable of generating custom reports, can integrate the information to Microsoft Outlook, or be exported to Excel or Access.
In the past year, MHC tracked 5,613 paving projects of which 65 were identified as RAC projects.  Of the several thousand construction projects being tracked, 189 were specifically identified as LEED.  This demonstrates some of the potential for increased use of RAC, TDA, other priority materials, and promotion of green building practices.  The ability to identify architects, contractors and others that are decision makers in targeted projects will enable staff to focus efforts to encourage increased usage of RAC, TDA, and other priority materials as well as promote green building practices.
One of the original intentions of this effort is to provide a more consistent demand for TDA in order to encourage on-going production by processors.  Many processors are hesitant to commit to production of TDA due to the lack of on-going projects and storage concerns.  Staff believes that through the use of MHC sufficient projects can be identified to justify the business decision for processors to produce TDA on a regular basis.  This will divert tires that are currently being landfilled or used as alternative daily cover.

Staff also believes that there is a significant potential to increase the use of RAC.  In addition to identifying potential projects in urban locations, staff believes that the information provided by MHC may also identify opportunities in rural jurisdictions.  Staff using the MHC information can work with rural jurisdictions to combine their respective RAC or TDA projects to achieve greater economies of scale and increase the use of TDA and RAC in rural areas.

Proposed Action:  Beck and staff will pilot the use of MHC and coordinate with the CIWMB’s Local Assistance and Market Development Division (LAMD) and the Program Services Branch to identify opportunities for use of TDA, RAC, and other priority materials.  Building on the experience of staff and Ogilvy in conducting outreach to local jurisdictions, LAMD staff will work with local jurisdictions to realize these opportunities.  Additionally, Beck and LAMD staff will conduct organized, targeted outreach to those architects, designers, engineers and others that are in a position to specify the use of TDA, RAC, and other priority materials in future projects.  Beck will use the MHC to identify projects that have the potential of using California-generated recycled materials (primarily TDP) and provide information and support to the project decision makers to increase the use of targeted materials.  The estimated $15,000 investment for MHC will be paid from the Tire Recycling Management Fund.  Staff and Beck will initiate the one-year pilot by October 2007.
3.
Perform an inventory and basic assessment of the current supply and demand for crumb rubber from tires and buffings from truck and off the road (OTR) tires.  ($25,000)
Justification:  Crumb rubber and buffings are currently both imported and exported from California, often traveling over a thousand miles to satisfy demand.  Staff believes that there is“inefficiency” in the current market because information regarding crumb rubber and buffing supply is not known by those who demand/use the material.  An inventory and basic assessment of supply and demand will provide a current “snapshot” to identify California sources of crumb rubber and buffing material and help correct this inefficiency in the marketplace.

Staff believes that correcting this inefficiency will create opportunities for California businesses to more effectively use California-generated material, thus increasing demand for California-generated crumb rubber and buffings.  The increased use of California-generated materials, rather than importing the material from out-of-state, will reduce transportation costs and transportation-related greenhouse gas emissions.  
Proposed Action:  Beck will prepare the snapshot inventory and basic assessment by December 2007.  The inventory of suppliers of crumb rubber and buffings will be posted on the CIWMB web site and be communicated to stakeholders via e-mail and one-on-one meetings with California users of the materials.  The market assessment and supply/demand information will be used by staff to facilitate increased demand for California-generated crumb rubber and buffings.
B.
Marketing Assistance:  Identify and Eliminate Barriers/Myths, Train/Assist Marketing Activities, and Encourage Quality Standards ($225,000)

This activity will increase demand for TDP by assisting California firms in promoting the benefits of tire-derived products and increasing sales to targeted markets.  Three main activities are proposed.  The first action will identify and eliminate barriers (real or perceived) and myths regarding performance or other aspects of various TDP.  The second action will train and assist businesses to increase sales to federal, state, and local governments as well as targeting “green building” opportunities.  The third action will provide training and assist the pour-in-place sector and other sectors to promote consistent quality standards.

1.
Identify and eliminate barriers (real or perceived) and myths regarding performance or other aspects of various TDP.  ($100,000)
Justification:  Documenting and providing independent, third-party validation of TDP performance and life cycle costs relative to competing products are frequently cited by stakeholders as an essential step in improving market acceptance of various products.  This validation would also assist in disproving myths and reducing/eliminating the reliance on grants to increase market demand.  Depending on the product, stated advantages often involve price benefits (either initial costs or life-cycle costs), safety, performance and/or environmental benefits.

Significant information is currently available from many different sources such as state funded studies, reports from state grant projects, customer testimonials, trade association studies and TDP firm-sponsored research.  However, because the information is not conveniently available, sales of TDP have not benefited from this information.  This proposed activity will compile relevant documented research in a manner that will enable stakeholders to cite the information to support their marketing efforts.

Proposed Action:  This activity includes identification of the key benefits and concerns associated with playground surfacing, all weather tracks, mulch/bark, and possibly turf applications.  Beck will conduct a literature search regarding product performance, compile key documentation, and develop an indexed summary of information sources.  Depending on available funding, Beck may also conduct focus groups and/or limited testing/research.  If additional funding is not available, Beck will identify testing/research needs that could be pursued through the contract process.  Additionally, as appropriate and feasible, Beck will obtain independent, third-party verification or endorsements to lend further credibility to documented claims.

Beck will prepare “Fact Sheets” summarizing the results in a format that is usable by stakeholders.  The information will be available to the public on the Board’s web site and communicated to stakeholders via Interested Parties meetings and e-mail.  The information will be provided to Internet “myth busting” sites such as www.snopes.com or others to assist TDP businesses in their marketing efforts.  This will be completed by September 2008.

2.
In cooperation with CIWMB efforts and other state and non-profit entities previously mentioned, conduct (or leverage existing efforts to conduct) government procurement and green building sales workshops/training.  ($75,000)
Justification:  An area in which stakeholders have often requested assistance is increasing sales to government agencies.  Additionally, many TDP firms that produce products used in building construction and/or maintenance have expressed interest in capitalizing on green building programs to boost sales in both the private and public sectors.  In recent years, a wide range of CIWMB efforts have focused on promotion of green building practices, and a number of policies and programs are directed at increasing state procurement of TDP.

However, many TDP firms express a need for information and assistance in overcoming barriers and executing sales.  Some concerns raised include the complexity of negotiating government procurement processes and the perception that adopted purchasing policies that should favor certain TDP categories are not being implemented.

Beck will work on this action in consultation with staff coordinating CIWMB Environmentally Preferable Purchasing and Green Building efforts.  Additionally, Beck will approach the Department of General Services (DGS), the Office of the State Architect (OSA), U.S. Green Building Council (USGBC), and others to collaboratively develop workshops/training or leverage existing training efforts.  These efforts will assist TDP businesses in marketing products to governments and improving penetration into the green building market.
The workshops/training will draw on the experiences and lessons learned from the efforts of Ogilvy Public Relations Worldwide to promote various recycled products to local jurisdictions.  However, because the workshops/training will cover a wider range of decision makers in both government procurement and green building programs along with the needs of businesses to sell to these markets, the approach and techniques will be expanded.
Proposed Action:  The workshops/training will be tailored specifically to TDP producers and focus (through separate sessions) on targeting decision makers in government purchasing and green building (such as architects/designers and contractors).  The emphasis will be on leveraging existing policies, incentives, and frameworks already developed to promote green building, as well as the nuts and bolts of executing sales.  The workshops/training will serve as a primer on selling TDPs to the government, and include a strategy session to identify additional approaches and to seek commitments to participate in focused meetings (described below).
Follow the workshops/training, Beck will compile product information and coordinate focused meetings with government agencies and select green building organizations.  These meetings will target key purchasing officials, those that develop product specifications, and appropriate associations with direct responsibility for purchasing decisions.  The sessions will provide an opportunity for TDP businesses to learn about customer needs, to network with potential customers and to develop strategies for leveraging green building programs.

The results, lessons learned and successful strategies will be summarized and posted on the CIWMB web site and serve as a guide for future efforts on a cooperative or company-specific basis to boost sales to targeted customer groups in the government and private sectors.  The information will also serve as a model that can be applied to other recycled-content products.  This action will be completed by December 2008.

3.
Conduct workshops/training on product testing and quality assurance procedures for TDP businesses.  ($50,000)
Justification:  Many TDP businesses have well established quality assurance (QA) procedures and protocols for testing.  However, some businesses lack the information on available testing standards and logistics and/or how a QA program can benefit their sales and overall viability.  Some stakeholders have expressed concern that companies that do not adhere to a QA program may produce lower quality products that may weaken the entire sector by “giving recycled tire products a bad name.”

Beck will conduct focused workshops and training on product testing and QA for various TDP, such as pour-in-place playgrounds, molded and extruded products, etc.  Training and workshops would also include business process improvements such as lean manufacturing principles (sometime referred to “manufacturing without waste”), health and safety best management practices, energy conservation, etc.

In those cases where similar training was already identified as approved assistance for TBAP Grantees from the first two cycles, those monies will be redirected to provide additional assistance to the Grantees.  The TBAP Consultants from the Corporation for Manufacturing Excellence (Manex) and California Manufacturing Technology Consulting (CMTC) are exploring the possibility of leveraging an additional $100,000 (or more) in Job Training Partnership Act monies for training.  TBAP staff is also exploring additional leveraging opportunities through the California Community College system using Federal resources.  TDP businesses will receive priority seating in the workshops, but the workshops would be open to other recycling-based businesses on a space available basis.  

Proposed Action:  Beck will conduct at least two regional (one in northern California and one in southern California) workshops.  Additional workshops will be conducted depending on available budget and stakeholder needs.  The workshops will include breakout sessions describing testing needs and standards for product categories, for example, the International Playground Equipment Manufacturers Association (IPEMA) certification system and state statutes/regulations covering California playground surfaces.

Additionally, training will include more general information and examples of how firms can develop and apply testing and/or other quality assurance mechanisms.  Beck will provide, through either a separate workshop or by leveraging existing efforts, training regarding business process improvement such as lean manufacturing principles, health and safety best management practices, energy conservation, etc.  This action will be completed by December 2008.
TIRE-DERIVED PRODUCT AND MATERIALS MARKET ANALYSIS

The Five-Year Plan, adopted by the Board at its June 12, 2007, meeting, describes the Tire-Derived Product and Materials Market Analysis (TDP Market Analysis) and allocates $200,000 in funding for FY 2007/08 and $100,000 for FY 2008/09.  This Agenda Item describes the proposed analysis activities and seeks approval to augment the existing TBAP contract with Beck with $200,000 for FY 2007/08 and further seeks approval to amend the TBAP SOW to incorporate tasks consistent with the proposed TDP Market Analysis activities.
The Five-Year Plan describes the Tire-Derived Product and Materials Market Analysis: 
“This market analysis will provide the CIWMB with a two year assessment of tire-derived market trends, performance indicators, raw material supply flow, and future market conditions. This analysis will specifically address material and product flow through the marketplace and establish a mechanism to periodically update market data so that the most current information is available to decision makers. When complete, this study will be used to validate the data used in the California Waste Tire Generation, Markets, and Disposal Staff Report. This analysis will be conducted in conjunction with the Tire-Derived Product Business Assistance Program.”
The TDP Market Analysis in crucial to developing a better understanding of the TDP market and implementing actions to more accurately measure and increase the diversion of waste tires from California landfills.  The Five-Year Plan specifically states that the TDP Market Analysis be conducted in conjunction with the TBAP.  The next TBAP contract is expected to be considered by the Board in March 2008.  If a new contractor is selected for the TBAP contract the TDP Market Analysis may be delayed for an additional year while the new contractor develops the expertise and knowledge of the California waste tire and TDP markets.  This potential delay would have a serious impact on the ability of the CIWMB to develop programs and/or policies to effectively manage and increase the diversion of waste tires.

Staff believes that it is in the best interest of the state and stakeholders that the first year of the TDP Market Analysis be funded immediately and completed as part of the current TBAP in order to expedite its completion.  Staff also believes that the existing TBAP contracting team is well qualified and positioned to complete the work in an efficient and high quality manner.  
As previously mentioned on page five of this Agenda Item, because the TBAP contract has already been augmented to fund second year grant awards (see Funding Information Section for details), the proposed extension of the expiration date of the contract will require approval by the Department of General Services (DGS) as a non-competitively bid (NCB) contract.  The proposed augmentation of the TBAP contract and addition of TDP Market Analysis activities to the TBAP SOW will also require approval by DGS as a NCB contract.  Both NCB requests (extension of the term of the TBAP contract and the TDP Market Analysis) will be pursued with DGS concurrently.  If the TDP Market Analysis NCB request is not approved by DGS, staff will continue to pursue the NCB request to extend the expiration term of the TBAP contract in order to perform the proposed sector and industry-wide activities and provide service to the second cycle TBAP Grantees with a grant term expiration of April 15, 2009.

The proposed TDP Market Analysis will prepare an accurate snapshot of current uses for California-generated waste tires, reported by broad market category and sub-sector, including identification of key market trends.  The TDP Market Analysis will also provide a template and protocol for refining future Board surveys to annually update the analysis, providing results that are consistent and comparable from year to year.
Currently the Board annually publishes the California Waste Tire Generation, Markets and Disposal Staff Report, which provides the best available overall estimate of uses for California-generated waste tires by broad market category (e.g., ground rubber or TDA).  However, this report does not provide information on sub-sectors within the broad categories of ground rubber and tire-derived aggregate (e.g., ground rubber used in sports turf, loose fill playground material or rubber mulch, or TDA used in roads, landfills or drainage applications).  The report may not accurately reflect the activity of buffings from truck tires.  The report does not address demand or trends for tire-derived products.  Additionally, the report does not provide qualitative information on the key trends, drivers and barriers affecting market growth.  Furthermore, concerns have been raised regarding potential double-counting and the accuracy of some of the results.  
Beck has the appropriate experience developing survey tools and an independent perspective to effectively manage the tasks.  In summary, Beck is in a better position than CIWMB staff to effectively develop the process and protocols than will enable staff to perform the analysis in future years.
Addressing these information gaps and providing a more complete and accurate source of information on an annual basis is critical to the Board’s programs and to private sector firms involved in tire recycling.   The information will assist the Board in identifying opportunities and tailoring existing and new programs to address specific market development issues, and in tracking progress over time.  In the private sector, the analysis will provide a consistent source of aggregate information to assist firms in evaluating their performance, and in identifying and seizing upon market expansion opportunities. 

Relationship to Five-Year Plan and Proposed Sector and Industry-Wide Activities
The proposed sector and industry-wide activities also being presented for consideration in this Agenda Item include a related, but much more narrow, activity to prepare an “inventory and basic assessment of the current supply and demand for crumb rubber from tires and buffings from truck and off the road tires.”  While the inventory will identify and map suppliers and users of ground rubber and generally document trends, this proposed market analysis will build on that information by documenting flows of all waste tires, processed intermediate products, companies that manufacture or market products made from processed waste tires and market trends for purchasers of those waste tire products.  In short, this proposed market analysis will complement and build upon the inventory, not duplicate it. 

B.
Environmental Issues

This aspect of the TBAP is designed to increase demand for TDP by addressing issues that affect various sectors or the industry as a whole.  This should improve market acceptance and demand for TDP, which will increase the diversion of tires from landfills.

C.
Program/Long Term Impacts

This aspect of the TBAP is expected to benefit specific sectors or the industry as a whole.  This should improve the stability of the industry, acceptance of TDP and reduce the reliance on Board funding for specific TDP purchases, thereby freeing monies for other tire program priorities.

D.
Stakeholder Impacts

There could be significant positive stakeholder impacts as a result of the activities considered in this Item.

E.
Fiscal Impacts

The Board receives an annual appropriation from the California Tire Recycling Management Fund (Tire Fund) to administer the California Tire Recycling Act Senate Bill 937 (Vuich) Chapter 35, Statutes of 1990 and related legislation.  Public Resources Code Section 42873 authorizes the funding of activities that reduce or that are designed to reduce or promote the reduction of landfill disposal of used whole tires.
F.
Legal Issues

Staff is not aware of any legal issues related to this Item.

G.
Environmental Justice

All Grantees are subject to the principles of Environmental Justice as defined in Government Code Section 65040.12(e).
VI.
FUNDING INFORMATION

At its February 14, 2006, meeting, the Board approved the original contract to Beck, in an amount of $3,850,000.  At its May 15, 2007, meeting, the Board approved $725,000 in additional funding for the TBAP Contract as part of the reallocation of unspent Tire Recycling Management Fund monies (Resolution Number 2007-111).  The $725,000 included $515,000 which replenished funds previously awarded to Grantees for equipment purchases with $50,000 being awarded to a previously unfunded Grantee for equipment purchases leaving $160,000 allocated for technical assistance to be provided by Beck.  These actions bring the total contracted amount for the Beck contract to $4,010,000.  

The estimated budget for the activities proposed for consideration within this item is $675,000, of which $475,000 is available through the existing contract, and $200,000 in additional funding, which has been approved in the Five-Year Plan for TDP Market Analysis. 

	1.
Fund Source
	2.
Amount Available
	3.
Amount to Fund Item
	4.
Amount Remaining
	5.
Line Item

	Tire Recycling Management Fund 

(FY 2007/08)
	$200,000
	$200,000
	$0
	C&P Services


VII.
ATTACHMENTS

1. Clarification of Existing Scope of Work for the Tire-Derived Product Business Assistance Program 
2. Resolution Number 2007-172
VIII.
STAFF RESPONSIBLE FOR ITEM PREPARATION

A.
Program Staff:  Calvin Young
Phone:  (916) 341-6670

B.
Legal Staff:  Marie Carter
Phone:  (916) 341-6062
C.
Administration Staff:  Carol Baker
Phone:  (916) 341-6105

IX.
WRITTEN SUPPORT AND/OR OPPOSITION 

A.
Support

Staff has not received any written support to the Item prior to publication. 
B.
Opposition

Two stakeholders expressed concern in December 2006 that the proposed activities did not receive sufficient review by stakeholders.  The proposed activities have since been circulated and discussed at two Waste Tire Interested Parties meetings.
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