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Department's Position: The Department of Health strongly supports this measure. 

2 Fiscal Implications: $2.5 million to $3 million annually 

3 Pnrpose and Justification: When creating the Deposit Beverage Container (DBC) Program, the 

4 legislature provided an exemption from the Department of Accounting and General Services (DAGS) 

5 Central Services Fee (CSF) for the DBC Program's special fund. The CSF is assessed on special funds 

6 administered by DAGS. The exemption for the DBC Program was removed by the legislature in 2009; 

7 the department is now seeking to reinstate the exemption. 

8 The CSF should not be applied to the deposit revenues as they are designated for redemptions to 

9 consumers. Annual CSF assessments range from $2.5 million to $3 million and have been a significant 

10 drain on the program's reserve fund. The CSF assessments, when combined with legislative raids and 

11 consistently high redemption rates, have reduced the fund to dangerous levels. The low fund balance led 

12 the department to increase the container fee from one-cent to one-and-a-half cents per container on 

13 September 1,2012. 

14 While statute allows raising the one-cent container fee to one-and-a-half cents when the 

15 redemption rate reaches 70%, the department had deferred increasing the fee four times since the 

Pvomot""~L~tle<:<fth,E.r W~ 



H.B. 899, H.D. 2 
Page 2 of2 

redemption rate reached 70% in 2008; choosing instead to operate the program on reserve funds. 

2 However, when FY 2013-14 projections indicated a negative fund balance, the program was forced to 

3 increase the container fee. 

4 The revenue and expenditure tables attached to this testimony show the cumulative effect of the 

5 CSF assessments, transfers to the general fund, and loss interest income on the program's reserve fund. 

6 Restoring the CSF exemption for the DBC Program will help the department maintain adequate funding, 

7 which will, in turn, ensure continued operation ofthe program. 

8 Our goal is to create social and physical environments that promote and support good health for 

9 all. 

10 Thank you for the opportunity to testifY on this measure. 
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Department of Health 
HB 899 HD2 Testimony Attachment 
Recent Impacts on the Deposit Beverage Container Program Reserve FundS 

I _ Accumulated Cash Balance": $26,380,18511 Accumulated Cash Balance": $20,666,331(1 Accumulated5:ash Balance-: 516,237,28411 AccumUlated Cash Balanceoo:- $7,125,0591 

Notes: 
• Interest earned and DAGS Central Services Fee (CSFI assessments are assessed over two fiscal years, 
Forexample, the CSF assessment shown for FY 2010.11(2,738,640)15 the sum of two assesments done at the end of FY 2009·10 and the beginning of FY 201a.11 

The Interest earned and CSF assessments have been combined In this table to more clearly show the Impact for each fiscal year • 

... FY12 accumulated cash balance includes all program liabilities, 
The FY12 cash balance witllikely Increase upon closeout of the fiscal year since alillabil!tles will not be realized, 
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Mgmt. Sharron Henry Support II 
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No 

Comments: This Testimony is submitted from Dora Beck, P.E., Acting Director of the 
County of Hawaii Department of Environmental Management. 
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In consideration of 
HB 899, HD2 

RELATING TO RECYCLING 

Dear Chair, Vice-Chair, and Members: 

My name is larry Dill, County Engineer, Department of Public Works, County of Kaua'i, 
testifying in support of House Bill HB 899, HD2 which would restore the original Deposit 
Beverage Container program exemption from the Central Services Assessment. 

Originally the HI-5 program was exempt from the transfer to the General Fund; this allowed the 
entire amount of the monies collected to be used for redemption and program operation. In 
2009, the legislature, in need of additional sources of revenue for the General Fund, removed 
the exemption. 

The Department of Health is seeking the reinstatement of the exemption for two reasons. First, 
the department argues that the Central Services Assessment should not be applied to the 
deposit revenues as they are primarily designated to be returned to consumers as redemptions. 
The bulk ofthe Deposit Beverage Container (DBC) Program's revenue comes from deposits it 
collects on new beverage containers. These deposits are maintained in the program's account 
until they are paid out to consumers (through redemption centers) when used containers are 
redeemed. 

Second, annual Central Services Fee (CSF) assessments have ranged from $2.5 million to $3 
million and have been a significant drain on the program's reserve fund. The CSF assessments, 
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when combined with legislative raids and consistently high redemption rates, have reduced the 
fund to dangerous levels. The low fund balance led the department to increase the container 
fee from 1 cent to 1.5 cents per container on 1 September 1, 2012. Restoring the CSF 
exemption for the DBC Program will help the Department of Health maintain adequate funding, 
which will in turn ensure continued operation ofthe program. 

The County of Kaua'i is submitting this testimony strongly supporting th.is proposal 

We thank the Committee for the opportunity to testify on this matter. 

Cou ty Engineer 
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(Testimony is 1 page long) 

TESTIMONY IN SUPPORT OF HB 899 HD2 

Aloha Chair Gabbard and Members of the Committee: 

The Sierra Club, Hawaii Chapter, with over 10,000 dues paying members and supporters 
statewide, respectfully supports HB 899 HD2. This measure establishes restores the exemption 
from central service fees assessment for the HIS program so as to ensure Department of Health 
has the resources to continue this program. 

When the beverage container program was first passed -- which the Sierra Club was a principal 
supporter -- DOH was given a waiver from the central services fee so as to minimize the fee 
charged to customers. The intent of this program was to encourage recycling, not to serve as a 
tax base for the general fund. 

We understand if this measure is not passed, DOH may lack the resources to continue the HIS 
program. This would be a critical loss to an incredible successful program: recycling, on average, 
around 900,000,000 beverage containers each year. 

We encourage this Committee to amend the effective date of this measure and move it forward. 
Mahalo for the opportunity to testifY . 

..,. r;,., Recycled Content Robert D. Harris, Director 
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Comments: Aloha Honorable Senators and Chairman of the ENE committee. Please 
allow this bill to move forward WITHOUT the amendments. Thank you. Paul Hanada 
Owner Aloha Shell Service 


