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March 8, 2013

Mary Nichols, Chairman

California Air Resources Board

1001 I Street

Sacramento, CA 95814
RE: Support for Increased Funding for Recycling, Composting, and Recycled Content Manufacturing in the 2013 Investment Plan
Chairman Nichols:

Californians Against Waste would like to strongly commend the Air Resources Board and Department of Finance for identifying the waste sector as an opportunity for investment of allowance revenue proceeds. 
Recycling is a proven and cost-effective greenhouse gas reduction strategy with the potential to meet multiple policy objectives and support economic growth. We strongly support funding for diverting organic wastes from landfills to composting and anaerobic digestion facilities (as identified in the Governor’s proposed budget and the concept paper), and hope to see additional funding be directed to reduce emissions through recycling and recycled content manufacturing.
Organic Waste Composting and Anaerobic Digestion

Composting and digestion reduces greenhouse gas emissions in two important ways, by minimizing the emissions from disposal and by creating a soil amendment that results in further greenhouse gas reductions when applied. First, composting reduces fugitive methane emissions by keeping materials out of the landfill. Landfills are designed to be anaerobic, meaning that once waste has been dumped, very little air remains below the surface. Landfill gas is generated as a byproduct of the digestion of organic materials by organisms that thrive in these anaerobic conditions. Food waste, paper, grass, and other organic matter is readily digested and turned into landfill gas—50 percent of which is methane, a greenhouse gas 25 more potent than carbon dioxide. While most modern landfills are required to capture some of their methane emissions, significant quantities continue to escape into the atmosphere, nearly 7 million tons of CO2 per year according to the state’s greenhouse gas inventory. 
Even more significantly, the composting process produces a valuable soil amendment that continues to reduce emissions when used in agriculture or landscaping. An analysis by ARB staff has estimated that in addition to reducing landfill emission, the application of compost saves .42 net tons of CO2 per ton composted through soil carbon storage, and decreased water use, fertilizer use and soil erosion.
Additionally, supporting the burgeoning anaerobic digestion industry supports multiple policy priorities, including creating a ultra-low-carbon fuel that reduces emissions in the transportation sector, and generating renewable energy through distributed generation.
Based on our experience with this sector and other recycling industries, we believe direct and ongoing incentives to composting and digestion facilities would provide the most effective opportunity for investments in the long run.  In addition, immediate investments in grants and loans to capitalize new and expanded facilities would have a significant impact in jumpstarting this industry in the short term. We look forward to working with you on developing the details of your proposal to maximize the effectiveness of the investments in this sector. 
Recycling Market Development

Recycling market development was not included in the Governor’s initial budget proposal but investment in recycled content manufacturing is a proven greenhouse gas reduction strategy that yields dividends in terms of economy-wide greenhouse gas reductions, as well as jobs. Recycled content manufacturing avoids emissions from raw materials extraction, primary processing, transportation, and refining.  Recycling also promotes forest carbon sequestration, and directly reduces direct manufacturing emissions by displacing virgin materials which require more energy for processing, and generate more waste.  Re-introducing discards with intrinsic energy value back into manufacturing processes also creates more local jobs by supporting in-state processing and manufacturing with recycled feedstock.
Recycling is also one of the most cost-effective means of reducing greenhouse gases, often ranking as “cost-negative” in analyses that evaluate the cost effectiveness of various greenhouse gas reduction strategies. For instance, in implementing the Mandatory Commercial Recycling program, CalRecycle found that “implementation of the statute’s requirements (both for businesses and jurisdictions) will result in an estimated statewide average annual cost savings of $40 million-$60 million for the 2012-2020 time period.”
The state has successfully supported recycling industries in the past through direct incentive payments for California-based processors of recycled materials and manufacturers that use this material. This model can be very effectively expanded to include other sectors.

Glass Market Development Program

One example of a recycled content manufacturing sector that is ripe for greenhouse gas investment is glass manufacturing. A Recycled Glass Market Development (GMD) payment of $10-$15 dollars/ton ($10 million annually) for recycled glass utilized could help stimulate an increase of 3-6 percentage points in the use of recycled content, and with it, a decrease in direct GHG emissions by 16,650 MTCO2e at CA’s container glass plants by cutting energy demand by 257,500 MMBTU. Moreover, the ARB’s own analysis indicated that these direct reductions would be even further outweighed by the additional upstream GHG savings from mining, processing and transporting fewer raw materials.
California has five remaining glass container manufacturing facilities that produce about 1.2 million tons of glass bottles and employ about 2600 workers. This is down about 25% from 2001 production when the industry employed more than 3,000 workers. At the same time, Californians still consume about 1.6 billion tons of glass containers, with a significant portion of the state’s former manufacturing capacity shifting to facilities in Mexico and recently even China. While California glass manufacturers (container and fiberglass) utilize 741,000 tons of recycled glass, the state currently generates 895,000 tons of recycled glass—a surplus of more than 150,000 tons that must currently be either exported or used as low-value aggregate. There is an economic and environmental benefit in supporting and expanding CA’s glass recycling and manufacturing sector.  
In 2010, the glass container industry emitted 420,000 MTCO2e. While cap-and-trade does not impose sector-specific reduction target, glass manufacturers stand to benefit from utilizing increased recycle content in their products. For every 1% increase in recycled content used, there is a corresponding 1% decrease in total direct emissions at glass manufacturing plants, as well as a comparable upstream emissions reduction. This proposal also protects the integrity of the AB 32 cap by reducing the risk of emissions leakage from this sector since a GMD payment would reduce the incentive to manufacture container glass outside of California for in-state consumption. 
The bottom line is that by both increasing the supply and lowering the cost for California manufacturers to utilize CA generated recycled glass, we can simultaneously reduce GHG emissions and increase California manufacturing and jobs.
While the Glass Market Development program is ready for immediate implementation in the 2013 Investment Plan, long term investments in other forms of recycled content manufacturing can have similar benefits in future years. CalRecycle is well positioned to identify the best sectors for long term investment programs that are similar to the one identified above, and we look forward to working with the Air Resources Board, CalRecycle, and the Department of Finance in identifying opportunities in the future.
Given the enormous opportunities for greenhouse gas reductions through increased recycling and composting, investing cap-and-trade funds to expand and diversify California’s existing recycling and composting infrastructure is a smart environmental and economic investment.
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Sincerely,


Nick Lapis
Legislative Coordinator


cc: 
Cliff Rechtschaffen, Senior Advisor to Governor Brown
Ana Matosantos, Director, Department of Finance
Matt Rodriquez, Secretary, California Environmental Protection Agency
Caroll Mortensen, Director, CalRecycle


While the focus of this letter has is on increased recycling and composting, our organization is united with colleagues in our continued broad support of an investment plan that includes a suite of environmentally-sound investment opportunities and adheres to the goals of AB 32, AB 1532 and SB 535 (see attached appendices).  We believe that the investment plan should be a visionary document consistent with the guidance identified in these laws and our previous statements.  Furthermore, we urge CARB to add investment principles to the draft plan to ensure that investments will result in GHG reductions that are supported by sound science, consistent accounting methods, and a level of transparency which ensures benefits outweigh potential adverse impacts.











