Voluntary Product
Stewardship (VPS) for
Post-Consumer Carpet

Information for Qualified Sorters
December, 2014

/\,w
&

Version 1.1 12/19/14


Presenter
Presentation Notes


Good afternoon(morning). My name is _________. I want to thank all of you for coming to this webinar to learn more about the Voluntary Product Stewardship Program for Post-Consumer Carpet. 

Today we will discuss why the VPS Program is so important to you, your customers, and anyone else who shares our mission to keep Post-Consumer Carpet out of the landfill and into recycled products. 

We will also be sharing specific and detailed information you will need in order to participate in the program as a Qualified Sorter. 


There has been an enormous amount of effort put into bringing this program forward. And while we recognize it is a work in progress, we are pleased to be able to get it launched at this time.  



Agenda

What You Need to Know about VPS
Benefits to You and Your Customers
Timing

Resources

Questions
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Today, we will cover the topics you see on the Agenda. I ask that you take notes and hold your questions until we have completed the presentation. 

We have arranged to have time for Q&A and for more in-depth discussion as is needed. In addition, there will be a comprehensive FAQ list on the CARE website to serve as a resource after this meeting.
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Presenter
Presentation Notes
To set the stage here, you may be wondering why we are introducing a new program. As many of you know, there already exists a nationwide carpet recycling program, under the management of CARE. 

What is new is that CARE, entrepreneurs and mills have now designed an enhancement to our Program to assist all of us in reaching for and achieving the next step in our mission of diverting MORE Post-Consumer carpet from U.S. landfills. 


.

VPS Program for Post-Consumer
Carpet

Voluntary, nationwide program, to
support the carpet sorting network
for diversion of post-consumer

carpet from landfills through market-
based solutions
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So, what is the VPS Program? Most importantly, it is a voluntary and nationwide program, and it supports our Carpet Sorting network, in their job of diverting carpet from the landfill through market-based solutions. 

This Program will help you and your customers to find better ways to increase the amount of carpet that is available to divert and recycle. 

And this will benefit all of us by: 
Recovering valuable raw materials, Reducing our dependence on fossil fuels, creating  green jobs in local Communities, and giving your customers more choices for products with recycled content. 

It also helps reduce greenhouse gas emissions and save water. 




.

Creation of VPS Program

Dialogue between Entrepreneurs, Mills,
CARE BOD

o Recognition of Challenges faced by Sorters

Response to Changes in Supply Chain of
Carpet Recycling

Assist Sorters to improve their business
results
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The VPS Program developed as a result of intense and productive dialogues between Entrepreneurs, Mills, and CARE.

 Entrepreneurs identified changes in the Supply Chain for Carpet Recycling, especially in the increases of non-nylon. 

The VPS Program was developed to assist Sorters to improve their business results. The VPS Program is a bridge, which will be used as new technologies and applications are developed that will ultimately increase demand and use for collected materials. 


.

Objectives of VPS

Maintain a competitive carpet flooring industry that is
both sustainable and viable

Support the Carpet Sorting Network

As part of the industry’s government relations activities,
promote and support the CARE mission to find market-
driven solutions to the diversion of Post-Consumer
Carpet from landfills as an alternative to EPR (extended
producer responsibility) —type legislation or regulations

Participants support market-driven solutions as oppo;eq

to EPR- type legislation L J
S
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When you look at the objectives, they just make good sense: read objectives
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VPS Specifics

Program is funded through voluntary contributions
from Carpet and Rug Institute (CRI) Members

= Members are have committed $4.5 Million for the
initial year of the VPS Program.

= Itis expected that the VPS Program will have a
two-year term.

This is a new Program: expect the Program will
evolve over time

Sorters will be asked to sign legal Agreement.

Program elements and/or Program sunsets as Ve
Objectives are achieved. L 4)
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The Program is financed through voluntary contributions made by members of the Carpet and Rug Institute. CRI members have committed $4.5 Million for the initial year of the VPS Program.  It is expected that the VPS Program will have a two-year term. 

Because this is a new program, it will be carefully monitored by CARE and CRI. CARE and CRI will be responsible for revising the Program based on Program results and market dynamics. 

Elements of the Program may sunset, if CARE or CRI  determine that the stated objectives are achieved.


‘ What is the Scope of
the VPS Program?

= Included:
o All Carpet regardless of polymer type

o Commercial and Residential Broadloom and Carpet
Tiles

= Excluded:

o Carpet Collected from or Sorted in States and
municipalities which currently have EPR Regulations

o Rugs, Underlayment, Carpet Cushion

Vel
a0 Synthetic Turf L 4)
B o
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Further, the scope of the VPS Program is also well defined and focused. 

Here you see what is included and what is excluded from the Program. 

Note that the VPS Program excludes Carpet Collected from or Sorted in States and municipalities  which currently have EPR regulations in place. As of today, this would be California only. The reason we have included this exception to the Program is because funds are already being distributed for the diversion and recycling of California post-consumer carpet. 


®
Carpet America Recovery Effort (CARE)

CARE is the Carpet Stewardship
Organization for VPS Program

o Nationwide, voluntary 501c3 organization
o Began in 2002
o Www.carpetrecovery.org

CARE represents >90% of US carpet
manufacturers and >95% of carpet recycled

In the US

CARE is also the Carpet Stewardship
Organization for California Carpet Ve '}
Stewardship Program, AB 2398 - J

S
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It is important to note that CARE is the Carpet Stewardship Organization for VPS. 

As such, it will be accountable and responsible for managing the program, keeping track of costs and disbursements in a separate ledger, applying Agreed Upon Procedures to insure fair and accurate reporting, and preparing annual reviews of the VPS Program. 

The VPS Program will be managed as a distinct program, with no financial overlap with other CARE Operations or with the AB 2398 program. 

http://www.carpetrecovery.org/

‘ Extended Producer Responsibility (EPR)
and Voluntary Product Stewardship (VPS)

Similarities Differences

Both Programs Seek to Increase

« EPR is Established by Government

Carpet Diversion from Landfills Regulation
» Both Programs Reward Results  VPS is a Voluntary, Market-based
Program

Both Programs are Professionally

Managed, with Oversight and

EPR does not sunset; VPS sunsets
as solutions to objectives are

Accountability achieved
« Both Programs accept all Post-  VPS is nationwide; EPR is currently
Consumer Carpet, regardless of in one state

polymer type

10
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As you can see from this slide, there are many similarities between the VPS Program and the current EPR Program in place in California. There are also some distinctions and differences between the Programs as outlined in this table. 
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\ Carpet Recycling Supply Chain

Sent to
end users
or
processor

Sent to
Helgilgle
facility

Carpet is Sold and s
and

brokered

made installed
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As most of the processing for carpet is either on the west or the east coast, it must first be sorted and (if necessary) downsized. Each step adds cost to the supply chain.

The VPS Program targets Sorters, which are those businesses that separate collected Post-Consumer Carpet by fiber type, bale it, and sell and ship for internal and external processing, alternative fuel use and/or re-use. 


.

VPS Program Definition

Sorter: An entity that is engaged in the activity of Sorting
collected U.S. Post-Consumer Carpet. Sorters will accept and
manage all applicable Post-Consumer Carpet, regardless of
polymer type or primary materials of construction, at the facility
where the Post-Consumer Carpet is analyzed and baled.

Why This Definition is Important to You:

o Allows the VPS Program to encourage the full range of activities
necessary to divert more Post-Consumer Carpet from the landfill

o Aids those Sorters who engage in the diversion of ALL types of
fiber

o Supports the Sorters who commit to the Objectives of the Program

for market-based solutions /?)
S
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In order to be clear and concise in managing the Program, here you see the definition of a Sorter. This definition describes the critical business that the Plan and Program is designed to encourage and support. 

This definition is important to you because: (read slide)


.

13

VPS Program Definitions

Qualified Sorter: A U.S.-based Sorter that meets the criteria for
qualification of funds as identified in the VPS Program and in the
Sorter Agreement. A Qualified Sorter may consist of multiple
affiliated entities consisting of various wholly or partially owned
operations, but all such affiliated members are considered a single
Qualified Sorter under the VPS Program.

Sorting: The method used for segregating collected Post-Consumer
Carpet into the various backing types (PVC, SBR Latex, etc.) and/or
fiber types (e.g. Nylon 6, Nylon 6.6, Polypropylene and Polyester),
and transferring for internal or external processing or alternative fuel
source.

Sorted Output: U.S. Post-Consumer Carpet that has been

analyzed by fiber type (i.e. Nylon 6, Nylon 6,6. Polypropylene, PET),

or backing type, separated, baled and sold/shipped for internal or A

external processing, or alternative fuel use. Sorted Output must be

reported on a dry weight basis. L ‘)
ki
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In order to be clear and concise in managing the Program, here you see additional definitions for the Qualified Sorter, the activities for which the Sorter is responsible, and the Sorted output that may qualify for funding 


B
Qualified Sorter Criteria

Submit all quarterly 2014 data to CARE, by
1/31/15

Submit to CARE by deadline dates:

o Annual Qualified Sorter Agreement
o Quarterly attestation letter
o Quarterly reports and forecasts

CARE will Review and Determine Eligibility

CJ
S
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Not all Sorters will be considered Qualified Sorters for the VPS Program. 

In order to become a Qualified Sorter for the VPS Program, Sorters must meet the following Criteria:


15

‘ VPS Program Timeline for Qualified
Sorters

Event NELR Feb, | Mar, | Apr, May, Jun, Jul, Aug, Sep, Oct, Nov, Dec,
2015 2015 | 2015 | 2015 | 2015 2015 2015 2015 2015 2015 2015 2015

VPS Program
Launch

2014 Data Jan
Due 31

CARE
Establishes
Baseline

Q1 2015
Data due

Q1 Funds Jun
Distributed 30

Q2 2015 Jul 31
Data due

AUP
Procedures

Q2 Funds Sep
Distributed 30

Q3 2015 Oct 31
Data due

Q3 Funds Dec
Distributed 31
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Here is the planned timetable for the VPS Program for 2015. You will see that CARE will require all Qualified Sorters to submit 2014 data, by quarter, to CARE by January 31, 2015. This data will be used by CARE to establish the baseline for 2015. Funds will not be paid out for 2014 results. 2014 results will be used only to establish the baseline for 2015.

Starting in April, 2015, CARE will accept data and fund requests from Qualified Sorters. All data for Q1 2015 must be submitted to CARE by no later than April 30, along with the Annual Contract, and Quarterly Attestation letter. 

The other event(s) to take note of on this calendar is the Agreed Upon Procedures (AUP). These procedures will be carried out by CARE or its Accounting representative, and will be conducted with Qualified Sorters to verify and validate data submittals. It is expected that AUPs may begin in January, 2015. The Accounting firms are expected to conduct AUPs throughout the VPS Program. 


S
Eligible Post-Consumer Carpet Uses

Sorted Output sold and shipped to Processors,
either internal or external

Sorted Output sent to alternative fuel uses such
as Waste-to-Energy, Pyrolysis, Cement Kiln and
Carpet As Alternative Fuel (CAAF)

Re-Use of Post-Consumer Carpet
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The VPS Program has defined the following eligible Post-Consumer Carpet Sorted Output Uses:


VPS Program

Timetable
Beginning in Q1 2015, CRI transfers
CRI members submit funds to Carpet
voluntary contributions to  E==)»  Stewardship
Carpet and Rug Institute Organization
(CRI) (CARE)
g
Funds used by Qualified CARE distributes funds to
Sorters to make it easier to <: Qualified Sorters
recycle carpet, new product quarterly, beginning at the
development, diversion, etc. end of Q2 2015

&
- S
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Here is an overview of the Program timetable and funding distribution. 
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Current Model- Distribution of Funds to
Qualified Sorters

The Distribution of Funds will abide by the VPS Plan Guiding
Principles

Note: This model is subject to change based on business results
and VPS Program results.
Use of Sorted Output Eligible for Base Payout:

Sorted Output sold and shipped for Internal or External Processing: $0.02/Ib.
Sorted Output sold and/or shipped for alternative fuels: $0.01/Ib.

Bonus for Overall Growth Year over Year:

Sorted Output sold and shipped for Processing: $0.025/Ib.
Sorted Output sold and/or shipped for alternative fuels: $0.01/Ib.
Bonus calculated on overall market growth; and distributed proportionally

The VPS Funding for Base Payout is Capped at $150,000/quarter,
up to a maximum of $400,000/year per Qualified Sorter
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Here are the current parameters for the Distribution of Funds. Please note that this model may change at any time. 

You can see that the Base Payout for Sorted Output is: (read slide)

The Program also includes a Bonus for Overall Growth. Here you see the allocated funding by lb. for the Bonus Program: (read slide)

Note that the Program includes a cap on the Base Payout to individual Qualified Sorters per year. The cap is currently  $150,000/quarter, to a maximum of $400,000/year. This cap is included in order for the Program funds to be made available to as many Qualified Sorters as possible, so that the overall health of the Sorter community can continue to improve. 


Again, because the specific payout amounts per lb. may change based on business and Program results, we encourage you to go to the CARE website for the latest information on payouts. 


Example 1:
Overall market
growth of
5%/year In
2015 and In
2016

$16,000
$15,500
$15,000
$14,500
$14,000
$13,500
$13,000

$12,500

g |

ti

- 820,000

2014

2015

2016

900,000
880,000
860,000

840,000

- 800,000

18 |

780,000
760,000

740,000

s Bonus
L Base

@m==Sorted Output

In 2014, the Qualified Sorter sold and shipped 800,000
Ibs. of Sorted Output. Total market grew by 5% in both
2015 and 2016, and the Sorter had a 0.4% market share.
In 2015, the funding could be ~$14,850 and in 2016 the

funding could be ~ $15,533

19
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Here is an example of how the funding could work for a typical Sorter. In this example, the Sorter sold and shipped 800,000 lbs. of Output in 2014. The Output shipped included 500,000 lbs. of Sorted Output that was sold and shipped to a Processor; and 300,000 lbs. that was shipped to alternative fuel use. 

The total market  grew by 5% in 2015 and by 5% in 2016. This sorter has a 0.4% market share.

Using our current assumptions, the Qualified Sorter would be eligible to receive both the base payout and the bonus for growth. In 2015, the funding could be  about $14,425 in 2015 and in 2016 $15,533. 


Example 2:
No Overall
Market Growth

$140,000
$120,000
$100,000
$80,000
$60,000
$40,000
$20,000

-

2014

2015

2016

8,000,000

- 7,000,000
- 6,000,000
- 5,000,000
- 4,000,000
- 3,000,000
- 2,000,000

- 1,000,000

s Bonus
L Base

Sorted Output

~$130,000 for 2016.

20
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» In this example, a Qualified Sorter sells and ships 5
Million Ibs. of Sorted Output in 2014, 6 million Ibs. in
2015, and 7 million Ibs. in 2016.

* There is no growth in the total market in 2015, or in
2016. Therefore, there is no bonus in 2015 or in 2016.

 The Base Payout could be ~$110,000 for 2015 and
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In this example, we are looking at a Qualified Sorter who delivered about 5 Million lbs. of Sorted Output in 2014, 6 Million lbs. in 2015 and 7 Million lbs.  in 2016.

Although this business delivers results every year, there was no total market growth year over year. Therefore, this Qualified Sorter would  be eligible to receive base payout funds. 

Because there was no overall market growth, there were no bonus funds in 2015 and in 2016.

Total funds received could be $110,000 for 2015 results and $130,000 for 2016 results. 


Example 3: Sorter

re aC h e S $500,000 30,000,000

$400,000/year Cap | s /
and 5% Market oo | O o

15,000,000  wmsm Adjusted Base

$200,000

G rOWt h $150,000 I 10,000,000 oese

$100,000 s===Sorted Output

$50,000
S,

- 5,000,000

2014 2015  Adjusted
2016

Sorted Output grows significantly from 15 Million Ibs. in 2014 to 19
Million Ibs. in 2015 to 25 Million Ibs. in 2016.

Sorter has a 9% market share in 2015 and 11% in 2016.

In 2015, the base payout would be $310,000, and in 2016 the base

payout would be adjusted to $400,000 (-$20,000) A )
The bonus would NOT be adjusted; the bonus payout for 2015 could
be $26,512 and in 2016 it could be $33,223 l. ‘)

£

3
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In this example, we are looking at the effects of the $400,000 annual  cap on the base payout for the VPS Program. To reiterate, this cap is included in order for the Program funds to be made available to as many Qualified Sorters as possible, so that the overall health of the Sorter community can continue to improve. 

Specifically in this example, we see a very successful Sorter who is able to take advantage of the full amount of the Base Payout, which is $400,000 and qualify as well for Bonus funds, which reward this Sorter for growing his/her business year over year. 


.

Why Carpet recycling Is
good for all of us

T\
N\

403

VPS Program will assist Qualified Sorters’
efforts to Divert Carpet and Recycle carpet
across the U.S.:

= Saves landfill space

= Recovers valuable raw materials

= Reduces our dependence on fossil fuels

= Creates green jobs in local Communities

= Gives you more choices for products with recycled

content L )
L
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To reiterate, the VPS Program will provide significant benefits to Sorters and to your customers and consumers. 


S
Why Carpet recycling is good
for all of us

For Qualified Sorters:

Provides you the mechanism to meet needs of
architects, designers, and specifiers — certificates of
reclamation

Helps you meet customer sustainability expectations
Positive press in your communities

Claim credit for landfill diversion

Claim credit for avoiding CO2 emissions

Claim credit for H20 savings C)

Version 1.1 12/19/14
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Further, it will support  the health and business results for Qualified Sorters by: 


24

'For More Information: [

= CARE Staff

o Bob Peoples, CARE Executive Director,
bpeoples@carpetrecovery.org

= WWW.carpetrecovery.org
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Here are resources you can use to find out more about the VPS Program. You will find a tab on the CARE homepage that is dedicated to VPS information.

And now we will open this up for any questions you might have. 

Thank you again for your time. 

mailto:bpeoples@carpetrecovery.org
http://www.carpetrecovery.org
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