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Oregon News
Record number of hotlles cans returned in 2018

By Stephen Hamway
WesCom News Service

During a year clouded by disrup-
tion to Oregon’s overseas markets
for its recyclables, some good news
emerged from the state’s recycling
industry last week: Oregonians
recycled more bottles, cans and other
containers than ever before through
the bottle deposit program.

The Oregon Beverage Recycling
Cooperative, which oversees the
state’s bottle deposit program, an-
nounced that around 90 percent of
the containers covered by the pro-
gram were returned and redeemed
in 2018, a jump of around 35 percent
over where the figure stood just two
years ago.

With the increased rate and a
longer list of eligible containers,
Oregonians recycled around 2 billion
containers last year, the most ever
under the program.

Joel Schoening, community rela-
tions manager for the cooperative,
attributed the uptick primarily to two
recent efforts to revamp the state’s
bottle redemption program: dramati-
cally expanding the types of contain-
ers included in the program and
raising the deposit from 5 cents to 10

cents in April 2017.

“That dime did what it was sup-
posed to,” Schoening said.

While year-long totals aren’t avail-

able yet for the Bend redemption cen-

ter, at 755 N.E. Second St., the center
comfortably surpassed its quarterly
totals from 2017 during each of the
three 2018 quarters where data was
available.

Additionally, the cooperative an-
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Sean Lewis of Bend works on recycling some of his cans and bottles
at the BottleDrop Redemption Center in Bend.

nounced the number of BottleDrop
accounts increased by 50 percent last
year, with about 300,000 households
now enrolled in the program.

In part because of this increase
in participation, Schoening said
the cooperative is looking at adding
more BottleDrop redemption centers
across the state, including Prinev-
ille. Schoening said other “express”
centers could be added in grocery

stores in other parts of the region,

to keep Central Oregonians from
needing to drive all the way to Bend
or Redmond.

When the Oregon bottle bill passed
in 1971, it added a 5-cent deposit to
the sale of every bottle and can of
beer, soda and similar beverages sold
in Oregon, which could be redeemed
by returning the bottle.

In 2016, the Oregon Liquor Control
Commission announced the deposit
would be increased to 10 cents, after
redemption rates fell below the levels
set by the Legislature. The change oc-
curred in April 2017, and the redemp-
tion rate spiked from 59 percent to 82
percent for the rest of the year.

Another major change occurred at
the beginning of last year, when the
state expanded its list of acceptable
containers to include energy drinks,
juice, coffee, tea and other beverages.
Schoening said the raw totals of re-
deemed containers predictably spiked
after the change, but he said the
redemption rate increased despite
the volume of new recyclables, a sign
that more Oregonians bought into
the program.

“Historically; when you add new
containers to a bottle state, the re-

demption rate goes down,” Schoening
said.

The growth occurred during an
otherwise tough year for recycling in
Oregon. China, which had previously
been a major destination for recy-
clables in Oregon and other western
states, announced that it would no
longer take many of the low-value
recyclables that it had been import-
ing. The change forced some cities
and counties to make changes to
what can and can’t be recycled, while
others received permission from the
Oregon Department of Environmen-
tal Quality to dispose of material that
had once been recyclable.

In December, the state environ-
mental agency released its annual
report, that concluded Oregon is
unlikely to meet its goal of recover-
ing 52 percent of recyclable material
statewide by 2020.

Schoening said much of the Bottle-
Drop program’s success stems from
its clean recycling stream. Unlike
the blue curbside bins, most of the
materials sent to redemption centers
are either glass, high-grade plastic
or aluminum, which Schoening said
makes it easy to ship the materials to
domestic markets.
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Latest concern about PERS: Negative cash flow
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years of political inaction
continue to drive painful cost
mcreases for schools, mu-
nicipalities and government
employers across the state.

The pension system’s ap-
petite for more dollars is the
backdrop to every budget dis-
cussion. It was a wedge issue
in the 2018 governor’s race.
And it will lurk around the
legislative session that starts
Tuesday, even if Democrats
decide not to take up legisla-
tion to tackle the problem.

Even as Gov. Kate Brown
proposes $2 billion in new
taxes to fund schools, much
and potentially all of that
money could eventually
disappear into the pension
system, leaving little for
Brown’s promise of smaller
classes, more teachers or a
longer school year.

Now a new alarm is ring-
ing, one that’s triggering a
different conversation among
the folks who manage the
pension fund’s investments.
On the surface, it’s about
structuring the investment
portfolio to meet growing
needs. But dig a little deeper,
and it’s also about the basic
solvency of the pension plan.

The problem is cash flow,
or more accurately, negative
cash flow.

In plain terms, that means
PERS pays out far more than
it takes in before investment
earnings. The situation,
given the projected growth of
benefit payments, is un-
precedented and important
enough to affect the “long-
term viability of the plan,”
said Rukaiyah Adams, chair
of the Oregon Investment
Council, the citizens panel
that oversees pension fund
investments.

“No OIC has ever had to
face this issue,” she said. “No
governor or treasurer has
had to face this issue. So,
were approaching it with
measured, analytical care.”

Already, some financial
experts think it unlikely that
public employers will ever
“pay off” the pension deficit.

Others see the system ap-
proaching a financial preci-
pice that, without drastic
measures, could eventually
leave Oregon looking like II-

Oregon Investment Council

linois, whose pension system
is on the verge of insolvency.

Allen Alley, a former
tech executive, Republican
gubernatorial candidate and
technology investor, suggests
that policymakers stop focus-
ing on the actuarial mumbo
jumbo and the complex
accounting, and start looking
at the actual cash flowing out
of the system. Bottom line, he
calculates, public employers’
collective bill for retirement
benefits over the next three
decades will be about $225
billion. That’s just for existing
employees. New employees
will increase the bill.

“As a CEO of a company,
you think about cash,” he
said. “What’s the check I
have to write and where’s
that money going to come
from?”

Last year, Oregon’s Public
Employees Retirement
System took in roughly $1.4
billion in contributions from
employers to fund employees’
pension benefits. Over the
same period, it paid out $4.7
billion in pension benefits.
That $3.3 billion mismatch
is called negative operating
cash flow.

That’s not an inherently
bad thing. Many mature pen-
sion systems are cash flow
negative. But when PERS
writes its monthly checks to
retirees, the money needs to
come from somewhere.

That somewhere is the
pension trust fund and
the investment earnings it
throws off. In recent years,
those earnings have covered
nearly three-quarters of the
cost of PERS benefits. Across
the public pension landscape,
that makes Oregon’s system
more dependent on invest-
ment earnings than all but a
handful of systems.

But PERS'’ benefit pay-
ments aren’t static. They are
stair-stepping higher every
year as more public employ-
ees head for retirement. As
it stands, about a third of
active public employees and
inactive members entitled
to a future PERS benefit are
eligible to retire. Consequent-
ly, annual benefit payments
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across a variety of those
“alternative investments.”

Optimizing the portfolio
for cash needs, says Adams,
the OIC chair, is an entirely
different objective. And by
definition, it may mean dial-
ing down investments in the
private partnerships that
have traditionally delivered
the extra juice on returns.
That’s because those are
illiquid investments, often
locking up cash for 10 years
or more.

During the last recession,
many pension plans were
forced to sell their illiquid
alternative investments at
deep discounts on second-
ary markets to raise cash.
Oregon’s pension managers
want to avoid that kind of
“liquidity crunch.”

“Tt’s definitely an issue for
the council to consider,” said
Treasurer Tobias Read. “I feel
good about the fact that we're
taking this seriously. We have
the capacity to be thought-
ful about it. We don’t have to
make drastic changes.”

If the OIC does shift
more of its investments into
liquid assets — and it will be
looking hard at that ques-
tion this year — it could put

lic pension systems across the
country. It found that Oregon
PERS negative cash flow

as a percentage of its assets
(before investment earnings)
was higher than all but five
state pension systems, at
negative 5 percent in 2016.
So, before investment earn-
ings, cash outlays consumed
5 percent of its assets. That
number bounces around, but
the cash flow has been on an
increasingly negative trend
line.

That makes Oregon’s plan
more vulnerable to market
volatility, magnifying the
impact of poor investment
returns. In years of poor
investment performance, like
last year, the fund eats itself
And if the balance gets low
enough, from a big market
correction or a series of years
with low returns, it might
not throw off enough cash
to backfill the annual cash
flow deficit and, potentially,
could undermine the plan’s
solvency.

That’s not an issue yet. But
as the Pew study noted, the
gap between returns on safe
investments and state pen-
sion plans’ assumed returns
are the highest in decades.
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Enhanced Grip
Specialized Rubber
Studdable
Winter Tire

WE GLADLY MAKE
APPOINTMENTS

LEW BROS.

210 Bridge Street

541-523-3679
AFTER HOURS:
541-518-7100

Services Provided
- Tests & Referrals

- Parenting Classes

- Counseling

- Bible Study

- Delivery of Supplies

Open Wed, Thurs, & Fri 9 am - 5 pm
(closed for: lunch)

Rachel Pregnancy Center
2192 Court ® 541-523-5357

With icy winter
roads, put extra
space between
you & the vehicle
ahead of you.

Joe Scott’s
¢7¢ML e
Auto Body, Inc.

2390 Broadway, Baker City
541-523-5223




