NCER Meeting with Shirley Willd-Wagner, Jeff Hunts, California Integrated Waste Management Board; Richard Parrott and Jim Van Gundy, Board of Equalization

August 3-4, 2006

 

 

Jason Linnell and Walter Alcorn met with Shirley Willd-Wagner and Jeff Hunts of the CIWMB and Richard Parrott and Jim Van Gundy of the BOE over a two day period on August 3-4, 2006 to gather information about implementation of the California e-waste program.  

 

Shirley described a division of labor between CIWMB, the Board of Equalization, and the Department of Toxic Substances Control.  

 

CIWMB
As of July 1, 2006 CIWMB has 18 staff dedicated to e-waste program implementation.  CIWMB’s primary activities are:

 

1. Reviewing payment claims (approximately 70% of staff time is dedicated to this) 

2. Outreach/public education (mostly contracted out) 

3. Regulatory development 

4. Program management 

 

CIWMB also performs other various e-waste support activities, including fund/fiscal management (1 FTE), ensuring that manufacturers provide required reports, and establish metrics for state e-waste recycling rates.  

 

BOE
The Board of Equalization (BOE) is responsible for collection of the Advance Recycling Fee (ARF) from sellers of Covered Electronic Devices (CEDs) into the state of California.  BOE has an authorized staff of 42 of which 35 focus on compliance and 7 on auditing.  BOE’s primary activities are:

 

1. Securing retailer registration (e.g., following up on retailer lists provided by manufacturers, reviewing online sources, etc.) 

2. Review submitted forms for accuracy, including claimed deductions 

3. Following up with filers who have paid partial invoices 

4. Follow up with delinquent feepayers (feepayers who are registered but have never filed a return, or have not reported for some filing periods)
5. Responding to inquiries from the public 

 

BOE is not officially auditing retailers at this point, and BOE staff said that such formal audits generally do not begin in new programs until 2-3 years following program initiation.  However, they have implemented an outreach effort called “START” as an educational consultation to assist retailers in complying with program requirements.  BOE has not yet employed any general outreach efforts but will seek to work with CIWMB in development of PSAs and other outreach tools to educate the public on the ARF.  

 

BOE said they received many inquiries from the public early in 2005 about the new program requirements but that these inquiries had declined substantially since then.  Many of these early inquiries were from consumers who thought they might need to keep proof of ARF payment to drop off their old electronics at a collection location (not required).  BOE said they receive very few if any complaints from retailers about the ARF program, but they have received numerous queries about whether specific products meet the definition of a Covered Electronic Device (contained in Appendix X that is managed by DTSC, see http://www.dtsc.ca.gov/LawsRegsPolicies/Regs/upload/OEARA_REG_LCD_Emergency_Text_Final.pdf.  DTSC is also responsible for testing of new products for possible designation as a Covered Electronic Device).    

 

BOE also administers the excess tax reimbursement process for the ARF to deal with inadvertent overpayment by retailers of required ARF amounts.  A situation where this process had been used is for LCD projectors and LCD projection televisions in which a retailer had remitted ARF proceeds even though this product type has not been dtermined by DTSC to be within the scope of California Covered Electronic Devices.  

 

Of the approximately 1 million permitted retailers registered to do business in California (see http://www.boe.ca.gov/annual/statindex0405.htm),

approximately 20,000 retailers are registered to sell Covered Electronic Devices (CEDs).  These 20,000 retailers represent approximately 28,500 California retail locations.  If DTSC adds portable DVD players to the list of CEDs, BOE project that this number may well increase as a result.  

Approximately 8,000 -- 9,000 CED retailers remit funds regularly to BOE.

Retailers who sell CEDs out of state report to BOE their total sales vs.

their sales in-state (this group includes many wholesalers).

BOE still finds retailers who are not aware of the ARF and CED financing requirements, primarily smaller retailers.  To find non-compliant retailers BOE looks online and at other published materials.  Without a complete list of retailers BOE currently is not able to calculate the overall CED universe and therefore cannot accurately estimate the retailer compliance rate.  After the meeting, the NCER provided BOE with a list of the 2005 top web retailers of “computers/electronics” as reported by internetretailer.com.  The NCER and BOE did not check to ensure that all of these retailers sell CEDs in California.  One of the retailers listed as not registered– Alienware – has been acquired by Dell, which is registered.  Of the 32 internet retailers in the list, BOE reported 12 (including Alienware) as not registered to collect the CED fee.  All of the top 10 internet retailers are registered to collect the fee.  The highest ranked retailer that is not registered with the BOE is #11 Tiger Direct.  Below is the complete list with status indicated:
1. Dell, Inc yes 
2. HP Direct, Inc. yes 

3. SonyStyle.com yes 

4. CDW Corp. yes 

5. Newegg.com yes 

6. Best Buy Co. yes 

7. Circuit City Stores, Inc. yes 

8. Apple Computer, Inc. yes 

9. Gateway, Inc. yes 

10. PC Mall, Inc. yes 

11. Tiger Direct Inc. no 

12. CompUSA Inc. yes 

13. Crutchfield Corp. no 

14. Etronics Inc. yes 

15. palmOne Inc. no 

16. Ritz Interactive Inc. yes 

17. B&H Photo-Video-Pro Audio no 
18. RadioShack Corp. yes 

19. Alienware Corp. no 

20. Abt Electronics and Appliance no 

21. ComputerGeeks.com  yes 

22. Outpost.com  yes 

23. J&R Electronics Inc. yes 

24. PCRush.com  no 

25. Tweeter Home Entertainment Group Inc. yes 

26. Mwave.com yes 

27. ISellSurplus.com no 

28. FirstStreetOnline no 

29. PC Universe Inc. yes 

30. Batteries.com Inc. no 

31. Digitally Unique Inc. no 

32. Headsets.com Inc. no
Source: Internetretailer.com and California Board of Equalization

Total ARF receipts for 2005: $73 million Total ARF receipts for Q1 2006: $18 million

Preliminary Receipts for Q2 2006 (as of 8/15/06): $15,298,000.00

About 90% of remittances come from the approximately 300 larger retailers who file monthly (retailers selling smaller quantities generally remit ARF funds on a quarterly basis).  

Of the 3 ARF screen size-based tiers in California ($6, $8, $10), approximately 75% of the ARF comes from the $8 tier.  

The definition of retailer is consistent with the way California administers its sales and use tax.  As such, some companies facilitating sales of CEDs like eBay and Amazon.com are not registered California retailers and therefore do not remit ARF funds.  Technically consumers who purchase CEDs from out-of-state retailers who do not include the ARF as part of the sale are required to send the ARF directly to BOE, which almost never happens.  

In 2005 the BOE did a small study to try to estimate how many online retailers were remitting the ARF and found a compliance rate of approximately 67%, and BOE staff said that this compliance rate has probably not changed in 2006.  The 67% rate was based on the number of retailers researched, and not on those retailers’ sales.  Companies that assemble and sell CEDs in California (a.k.a. "white box" manufacturers) would be subject to ARF requirements but since the universe of these companies is unknown it is difficult to estimate an accurate compliance rate.

BOE staff stated that improvements to CED/ARF compliance will require education and outreach, particularly to reach retailers unaware of these requirements.  Compliance can also be improved by increased reviews of registered retailers who formerly remitted ARF payments but no longer do so.

DTSC
Under the California law, the Department of Toxic Substances Control (DTSC) implements several elements of the overall program, including:

· Adopting regulations to prohibit covered electronic devices, from being “sold or offered for sale” in California if they are prohibited from sale in the European Union (EU) because they contain certain heavy metals. 

· Testing electronic devices to determine which would be hazardous waste when discarded; only video display devices that DTSC "determines are presumed to be, when discarded, a hazardous waste" are potentially covered by the Act.  Currently, these devices include: cathode ray tube (CRT) devices (including televisions and computer monitors); LCD desktop monitors; laptop computers with LCD displays; LCD televisions; and plasma televisions. These devices are "covered" only if their viewable screen size is greater than four inches, measured diagonally.
· Inspecting recyclers.
· Receiving export notices and demonstrations.

· Setting alternative management standards for covered electronic devices.

E-Waste Collection Requirements and Information
 

Jeff Hunts noted that a wide range of collectors participate in the California program, including many local governments and private sector collectors of all sizes and levels of sophistication.  All collectors must provide documentation according to 1 of 2 different standards, either:

 

· All non-local government collectors must provide the full set of documentation required, or 

· Local government collectors and their “designees” provide a more limited set of documentation (designees must also show a valid “proof of designation” form) 

 

All collection documentation, recycler claims and related forms are scanned electronically by CIWMB.  

 

Program Summary
 

In its first year (2005), California collected approximately $73 million in Advance Recycling Fees (ARF) remitted from e-waste retailers to the Board of Equalization.  During 2005 claims were submitted for reimbursement of collection/recycling costs for 64,809,498.65 lbs. of e-waste.  CIWMB approved approximately 93% of all submitted claims for reimbursement in 2005, approving claims for 60,648,950 lbs. @ $29,111,496.06.  By far the largest reason for rejection of a reimbursement claim was for improper source documentation (documentation that the e-waste was generated from a California source), accounting for approximately 84% of all rejected claims.  

 
	Total E-Waste Recycling Claims Submitted to the California Integrated Waste Management Board (CIWMB) as of July 27, 2006

	Quarter/Year
	$$$$ Claimed
	Pounds Claimed
	Notes

	Q1 2005
	$4,269,568.27
	8,894,933.90
	 
Approval rate for claims in 2005: 93.91%
 
 

	Q2 2005
	$7,197,405.04
	14,994,593.83
	

	Q3 2005
	$8,271,384.74
	17,232,051.54
	

	Q4 2005
	$11,370,201.30
	23,687,919.38
	

	Q1 2006
	$12,078,837.53
	25,164,244.85
	Approval rate 2006: 98.55%

	Q2 2006*
	$7,452,456.58
	15,525,951.21
	*Many Q2 claims are still in the pipeline and have not yet be received by CIWMB


 
Source: CIWMB Report provided to the NCER “2005/2006 Reporting Year: E-Waste Program Level Statistics,” July 27, 2006
 

During the first full fiscal year of program implementation (July 1, 2005 – June 30, 2006), the 3 agencies of the California state government spent $6.2 million.  Of this amount the Board of Equalization spent $3.8 million, CIWMB spent $1.7 million, and DTSC spent $706 thousand. The agencies were authorized under the Governor’s budget to spend higher amounts from the Electronic Waste Recovery and Recycling Account in FY 05-06, except for DTSC:
· BOE: $5.1 million

· CIWMB: $2.5 million
· DTSC: $648 thousand
A fourth agency, the State Controller, was also authorized to spend $12 thousand in FY 05-06.  
	Administrative Costs of SB 20/50 (in thousands) by Agency

	Fiscal Year:   June – July 
	CIWMB
	DTSC
	Board of Equalization
	State Controller

	
	Authorized
	Spent
	Authorized
	Spent
	Authorized
	Spent
	Authorized
	Spent

	FY 04-05
	$1,800
	$1,700
	$578
	$578
	$4,500
	$3,100
	$0
	N/A

	FY 05-06
	$2,500
	$1,700
	$648
	$706
	$5,177
	$3,800
	$12
	?

	FY 06-07
	$4,100
	N/A
	$2,227
	N/A
	$4,950
	N/A
	$36
	N/A


	Administrative Costs By Fiscal Year

	Total Authorized FY 04-05
	$6.9 million

	Total Spent FY 04-05
	$5.4 million

	Total Authorized FY 05-06
	$8.3 million

	Total Spent FY 05-06
	$6.2 million

	Total Spent through June 30, 2006:  $11.6 million

	Total Authorized FY 06-07
	$11.3 million


	Administrative Costs (Govt) as Percentage of Total ARF Receipts, through 6/30/06

	Total Collected through Q2 2006: $106.3 million
	Total Admin Costs FY04-05 and FY 05-06: $11.6 million

	Admin Costs Percentage: 10.9%


	Government and Retailer Administrative Costs Through June 30, 2006

	Retailer Compensation

	$3.3 million
	

	Total Fees Collected from Consumers
	$109.6 million
	

	Govt/Retailers Admin as a Percentage of BOE receipts: 14%

	Govt/Retailers Admin as a Percentage of Total Fees Collected: 13.6%


Retailers received $3.3 million in administrative cost compensation (via 3% allowance).  Adding this to the government administrative costs equals 14% of overall fees received by BOE, and 13.6% of the total amount collected from “consumers” (SB 20/50 definition) ($109.6 million).
Status of Other Program Data
 

During the first 18 months of California’s e-waste program, CIWMB has focused on its core responsibilities (listed above) and has not attempted to compile detailed program statistical information reported on collection logs and other forms submitted with reimbursement claims.  Although the number of claims submitted since program initiation on January 1, 2005 is approximately 550, CIWMB staff characterized the number of returned forms as “in the tens of thousands.”  The largest fraction of completed form pages are collection logs submitted to document the original source of the discarded e-waste as Californian.

 

However, CIWMB familiar with claims submitted to date were able to provide insight into several data and program trends as described below.  Copies of all forms associated with the reimbursement process can be downloaded at http://www.ciwmb.ca.gov/Electronics/Act2003/Recovery/Application/#198.  

 

First, collectors seeking reimbursement from the state are required to provide information on the e-waste generation source.   This information is detailed on a “collection log” (see http://www.ciwmb.ca.gov/Electronics/Forms/CIWMB198.xls) and includes details such as the date the material was received, the name and address of source material, and the type of consumer (i.e., residential, business, government, or non-profit).  The collection log also requests information on the unit count/weight of collected CRTs, other Covered Electronic Wastes, and “other electronic devices” obtained from that source.  

 

CIWMB program staff said that certain data provided on collection logs has not been entered into a database, such as the “Type of Consumer”, but they have observed e-waste from business sources as reported more commonly than e-waste from residential, government or non-profit.  CIWMB staff also estimate that 97-98% of CEW claimed are CRTs.  The remaining 2-3% are for “Other CEWs,” Only a very few collection forms have reported any collection amounts of “other electronic devices” but CIWMB staff noted that since there is no reimbursement program or requirement to report for these amounts that these data were generally not reported.  

 

Another interesting data points discussed with CIWMB staff is the on “Worksheet B – Covered Electronic Waste Recycling Payment Claim; Cancellation of Non-CRT Covered Electronic Wastes” (see http://www.ciwmb.ca.gov/Electronics/Forms/CIWMB196b.doc).  The cancellation log on this form includes the date the unit was cancelled, the amount in lbs., the cancellation method, the manufacturer’s name, the model number and serial number.  Although limited to laptops and flat panel monitors and televisions, these data could provide valuable information to supplement existing returned brand data collected elsewhere and managed in the NCER’s Brand Data Management System (BDMS, see http://www.electronicsrecycling.com/bdms/).  

 

 

� SB 20/50 allows retailers to retain 3% of total collected fees for administrative costs reimbursement.  Calculations in this table assumption that the entire amount of the 3% retained by retailers was used towards their administrative costs of registering, collecting, and transmitting the advance recycling fee.





