
    

     

  

   

  
 

   

      
  

      
 

      
 

 

      
 

 

      

       

      

 
 
 
 

    
 

      

 
 
 
 
 

       
       
  

      
 

 
 

       
   

      
 

 

STATE OF CALIFORNIA — DEPARTMENT OF FINANCE 

MAJOR REGULATIONS STANDARDIZED REGULATORY IMPACT 

ASSESSMENT SUMMARY 

DF-131 (NEW 11/13) 

STANDARDIZED REGULATORY IMPACT ASSESSMENT SUMMARY 

Agency (Department) Name Contact Person Mailing Address 

Email Address Telephone Number 

1. Statement of the need for the proposed major regulation.

2. The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount of the
economic impact on each such category.

3. Description of all costs and all benefits due to the proposed regulatory change (calculated on an annual basis from estimated date of filing
with the Secretary of State through 12 months after the estimated date the proposed major regulation will be fully implemented as
estimated by the agency).

4. Description of the 12-month period in which the agency estimates the economic impact of the proposed major regulation will exceed
$50 million.



    

     

  

   

   
      
 
 
 

 

     
   
   

      

    
 
      

   
  

      

 

 
 

 
      

 
      

 
       

 

STATE OF CALIFORNIA — DEPARTMENT OF FINANCE 

MAJOR REGULATIONS STANDARDIZED REGULATORY IMPACT 

ASSESSMENT SUMMARY 

DF-131 (NEW 11/13) 

5. Description of the agency’s baseline: 

6. For each alternative that the agency considered (including those provided by the public or another governmental agency), please describe: 
a. All costs and all benefits of the alternative 
b. The reason for rejecting alternative 

7. A description of the methods by which the agency sought public input. (Please include documentation of that public outreach). 

8. A description of the economic impact method and approach (including the underlying assumptions the agency used and the rationale and 
basis for those assumptions). 

Agency Signature Date 

Agency Head (Printed) 


	Agency Department Name: Department of Resources Recycling and Recovery (CalRecycle)
	Contact Person: Craig Castleton
	Email Address: craig.castleton@calrecycle.ca.gov
	Telephone Number: (916)-322-1238
	Mailing Address: 1001 I Street
Sacramento, CA 95814
	1 Statement of the need for the proposed major regulation: Consumers are currently responsible for the end-of-life management of single-use packaging. The outcomes of this management are inconsistent and can lead to environmental issues such as litter. In 2021, approximately 30 percent of the waste disposed of in California was product packaging and single-use food service ware, and nearly half of that waste consisted of plastic. The disposal of plastic single-use food service ware leads to increased use of petroleum to produce new single-use food service ware, contributing to greenhouse gas (GHG) emissions. Historically disadvantaged, low-income, and rural communities are disproportionately impacted by the effects of climate change and pollution from plastic manufacturing. SB 54 (Allen, Chapter 75, Statues of 2022) shifts the responsibility of end-of-life management of packaging and single-use food service ware to the producers of that material and ensures responsible management through the aid of a Producer Responsibility Organization (PRO). SB 54 requires the producers of packaging and single-use food service ware (henceforth referred to as “covered material”) to reduce the amount of plastic used in their products, to increase the amount of plastic covered material that is actually recycled, and to ensure that all covered material is recyclable. CalRecycle must adopt regulations to ensure that producers reduce the amount of plastic in covered material by 25 percent, that plastic covered material is recycled at a rate of at least 65 percent, and that 100 percent of covered material is recyclable by January 1, 2032.
	2 The categories of individuals and business enterprises who will be impacted by the proposed major regulation and the amount o f the economic impact on each such category: The proposed regulations are expected to impact 5,741 large producers (annual gross sales $1 million or greater); 7,874 small producers (gross sales less than $1 million); 546,269 non-regulated typical businesses (retailers, wholesalers, restaurants); and all California residents (approximately 40 million people and 13 million households). The implementation cost for large producers is estimated to be $646,866 annually, and CalRecycle expects these costs to be passed through initially to retailers and other non-regulated entities, with an average annual cost of $8,311 per typical business. The average annual cost per small producers is estimated to be $8,620, with an average annual cost of $8,311 for small businesses who are not producers. Increased costs are expected to be passed on to consumers at an average annual cost of $329 per California household.
	3 Description of all costs and all benefits due to the proposed regulatory change calculated on an annual basis from estimated date of filing with the Secretary of State through 12 months after the estimated date the proposed major regulation wi ll be fully implemented as estimated by the agency: Costs: The direct cost of the proposed regulation was estimated from FY 2022-23 to FY 2031-32. Total direct cost of the proposed regulations is $36.3 billion, with an average annual cost of approximately $3.6 billion. The majority of this cost is associated with modifying covered material to meet the source reduction and recycling rate requirements and with the infrastructure improvements necessary to responsibly manage the increased amount of recyclable material. These two cost categories in the SRIA including Meeting Major Program Requirements and Infrastructure account for approximately $28.6 billion of the $36.3 billion total direct cost. The rest of the direct costs are associated with PRO Operations, the Environmental Mitigation Surcharge, and the Circular Economy Fund.

Benefits: In order to meet the source reduction requirements, approximately 1.66 million tons of plastic material will need to be source reduced, meaning potential reduction of plastic litter in the environment. This reduction in plastic is expected to lead to a decrease in GHG emissions of approximately 4 million metric tons of CO2 equivalents. Meeting the recycling rate requirement will require the diversion of approximately 3 million tons of plastic covered material from disposal, and the increase in infrastructure required for this diversion will also likely lead to an increase in the recycling rate of other materials, including paper and glass. All covered materials are required to be recyclable by January 1, 2032, and local jurisdictions are required to include these materials in their collection services. CalRecycle has also quantified the benefits (in the form of avoided costs) of the proposed regulations by identifying and calculating the benefits associated with several impact categories, totaling an estimated $40.3 billion in avoided costs. Impact categories quantified in the SRIA including Per- and Polyfluorinated Substances (PFAS), litter clean up, double handling material, CO2 equivalents, ozone depletion, ground level smog formation, eutrophication, respiratory diseases, and cancer. Avoided damage cost of PFAs is estimated to account for $25 billion of the $40.3 billion avoided cost total through the implementation period
	4 Description of the 12month period in which the agency estimates the economic impact of the proposed major regulation will exceed 50 million: The economic impact of the proposed regulation is expected to exceed $50 million through implementation period from FY 2023-24 through FY 2031-32. CalRecycle must select a PRO by January 1, 2024, which will give regulated entities time to make changes necessary to meet the first statutory plastic statutory source reduction rate requirement by January 1, 2027. Investment in covered material changes and increased infrastructure to properly manage the influx of material are expected to be considerable, with the total cost of meeting the major program goals and infrastructure estimated at around $33.6 billion over the implementation period. These costs increase over the implementation period as the statutory source reduction and recycling rate requirements increase through the January 1, 2032 full implementation date. Consequently, costs for meeting major program goals and infrastructure are highest in FY 2029-30 and FY 2030-31 to meet the statutory 25 percent source reduction and 65 percent recycling rate requirements for plastic covered material by the end of the implementation period.
	5 Description of the agencys baseline: CalRecycle estimated the impacts of the proposed regulations against the department baseline scenario for each calendar year from 2022 through 2032. CalRecycle Waste Characterization Study and Recycling and Disposal Reporting System data were used to estimate the baseline disposal and recovery generation for covered material in 2021 The baseline scenario assumes full compliance with existing waste regulations. The baseline was adjusted for each year to incorporate changes in disposal and recovery and account for meeting intermediate source reduction and recycling rate requirements outlined in statute.
	6 For each alternative that the agency considered including those provided by the public or another governmental agency plea se describe a All costs and all benefits of the alternative b The reason for rejecting alternative: Alternative 1: Less stringent classification of plastic covered materials. Covered materials that are made of paper and plastic would be allowed to contain up to 20% plastic while still being classified as a paper covered material, thus not subjecting them to the source reduction and recycling rate requirements. Alternative 1 would result in direct costs of $25.3 billion, approximately $11 billion lower than the proposed regulations. Alternative 1 would result in 1.8 million tons fewer material being categorized as plastic covered material and GHG emissions reductions of 1.4 million metric tons CO2 equivalent less than the proposed regulations, and would result in an avoided cost of approximately $3 billion less than the avoided cost for the proposed regulations Alternative 1 was rejected because it would not reduce the amount of covered material with small amounts of plastic, which contribute to the environmental and human health impacts that SB 54 was intended to address.

Alternative 2: Higher frequency of required producer reporting. Producers would be required to report their activities to the PRO quarterly as opposed to the annual reporting requirement per proposed regulations. Alternative 2 would result in direct costs of $36.6 billion, approximately $235 million more than the proposed regulations. Alternative 2 would not result in increased benefits over the proposed regulations as the only change to direct cost is in producer reporting rather than infrastructure or meeting the program requirements. Alternative 2 was rejected because it is more costly and would not result in an increase in benefits over the proposed regulations.
	7 A description of the methods by which the agency sought public input Please include documentation of that public outreach: CalRecycle held nine public workshops between January and November 2023 to provide information on SB 54 related topics and to solicit stakeholder input on the proposed regulations. CalRecycle also engaged with the interested parties via in-person meetings, teleconference, and email correspondence. Executive staff gave virtual and in-person presentations at several venues and shared information about SB 54. The updates about SB 54 were sent out to over 4,000 people via listserv and posted on social media pages. CalRecycle also maintains a webpage on SB 54 with relevant information, including timelines and infographics.
	8 A description of the economic impact method and approach including the underlying assumptions the agency used and the rationale and basis for those assumptions: CalRecycle used Regional Economic Models, Inc. (REMI) Policy Insight Plus Version 2.5.0 to estimate the indirect and induced impacts of the proposed regulations on the California economy. The direct costs (PRO Operations, Environmental Mitigation Surcharge, Circular Economy Fund, Meeting Major Program Goals, and Infrastructure) identified in the SRIA were inputted into REMI model as changes in production costs necessary to meet the statutory source reduction and recycling rate requirements. The source reduction and recycling rate requirements are expected to decrease the demand for non-recyclable single-use plastic packaging products and increase the demand for recyclable products and packaging made of plastic, paper, glass, and metal. Output is expected to increase for the management of companies and construction industries, and it is expected to decrease for the waste management and remediation industries. State and local government spending will decrease slightly as a result of decreased tipping fee collection but increase considerably due to the distribution of funds from the Environmental Mitigation Surcharge to disadvantaged, low-income, and rural communities. State employment is also expected to increase slightly as CalRecycle will need to hire additional staff to support program administration and enforcement.
	Agency Signature: signature on file
	Date: 
	Agency Head Printed: 


