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California Used Mattress Recovery and Recycling
2027 Program Budget

Pursuant to Cal. Pub. Res. Code §42988 and 14 CCR §18963, the Mattress
Recycling Council California, LLC (MRC), a nonprofit entity, is pleased to submit
to the California Department of Resources Recycling and Recovery (CalRecycle)
its 2027 budget.

Introduction

In September 2013, California enacted SB 254, as amended, codified beginning
at Section 42985 of the California Public Resources Code. That law requires
mattress producers to create a statewide recycling program (the program) to
collect and recycle mattresses and foundations (units) discarded in the state. The
program is funded by a visible recycling charge collected from consumers and
other purchasers on each unit sold for use in California. Pursuant to Cal. Pub.
Res. Code §42987, CalRecycle has certified MRC as the mattress recycling
organization to administer the program.

As required by Cal. Pub. Res. Code §42987(a)(3)(B), MRC consulted with the
Mattress Advisory Committee (Advisory Committee) on January 21 and April 29,
2026.

Cal. Pub. Res. Code §42988 requires that MRC’s budget meet the following
requirements:

On or before July 1, 2015, and on or before July 1 annually thereafter, the
mattress recycling organization shall prepare and submit to the department a
proposed used mattress recycling program budget for the following calendar
year that includes all the following:

a) Anticipated revenues and costs of implementing the program, including
related programs, projects, contracts, and administrative expenses.

b) A recommended funding level sufficient to cover the plan’s budgeted costs
and to operate the mattress recycling program over a multiyear period in a
prudent and responsible manner.

c) The amount of the mattress recycling charge and itemization of costs that
each charge covers.

In addition, CalRecycle has issued 14 CCR §18963(b) to implement the above
requirements, which provides as follows:
b) In addition to the requirements of subdivisions (a), (b), and (c) of section
42988 of the Public Resources Code, the information submitted in the
used mattress recycling program budget shall contain the following:
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1. Contact information. Identify the corporate officer of the mattress
recycling organization responsible for the annual used mattress
program budget submittal.

2. Anticipated revenues and costs. Describe anticipated revenues and
costs of implementing the program, including related programs,
projects, contracts and administrative expenses.

3. Mattress recycling charge and itemization. Identify the amount of the
mattress recycling charge, including an itemization of costs that each
charge covers.

4. For used mattress recycling program budgets submitted on or by July
1, 2017 all actual expenses incurred to date shall be included. For
annual reports submitted thereafter, the previous two years of actual
expenses shall be included.

Pursuant to these provisions, MRC has calculated a “recommended funding level
sufficient to cover the plan’s budgeted costs and to operate the mattress
recycling program over a multiyear period in a prudent and responsible manner.”

MRC has allocated revenue and expenses in accordance with Generally
Accepted Accounting Principles (GAAP), as required by 14 CCR §18962(a)(6).

Executive Summary

In preparing its 2027 budget, MRC has taken into consideration not only its
planned activities for 2027, but also its actual revenue and expenses for 2025
and the first quarter of 2026 (Q1), as well as projections for the remainder of
2026.

MRC is legally required to establish a per unit charge at a level sufficient to fully
fund its California program over a multiyear period in a prudent and responsible
manner. MRC’s expenses are comprised of collection costs (including the
collection of illegally dumped mattresses), transportation and recycling, education
and outreach, research, administrative expenses, and payments to reimburse
CalRecycle for its oversight activities

In 2026, MRC projects California unit sales to reach 3.3 million, a modest 0.5%
increase over 2025. MRC expects sales to rise slightly again in 2027, reaching
3.4 million units. While sales growth remains modest, recycling volumes are
increasing at a faster pace. MRC projects that the program will recycle 1.77
million units in 2027, a 3.7% increase over 2026 projections.

Effective April 1, 2026, the fee charged at retail increased to $18/unit. As a result,
projected revenue for 2026 is $58.5 million. With the $18/unit charge in effect for
2027, MRC has budgeted charge revenue of $61.2 million for 2027, a 4.7%
increase over 2026. We have also budgeted $35,000 for late fee revenue in 2027.
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MRC’s total expenses for 2027 are budgeted at $57.2 million, a 4.2% increase
over the $54.9 million projected for 2026. Of this, $46.4 million is allocated to
operational expenses, including collection and container costs, the lllegally
Dumped Mattress Collection Initiative, transportation, and recycling. Operational
expenses are projected to rise 4.6% over the 2026 estimate of $44.4 million,
driven in part by a 3.7% increase in the number of units expected to be recycled
in 2027. These operational costs account for 81.1% of MRC'’s total 2027 budget.

MRC has budgeted $2.8 million in 2027 for education and outreach to inform the
industry and consumers about the Bye Bye Mattress program and how to recycle
mattresses in California. This is a 1.4% increase from 2026 projections.

MRC has budgeted $889,000 in 2027 to fund an array of research projects and
the Sleep Products Sustainability Program (SP2), a 3.5% increase from 2026.
MRC will use the funds to develop new and better end uses for mattress
components, support process-efficiency projects and improve mattress collection
sites. Through SP2, MRC also works with California mattress manufacturers to
identify production inefficiencies and reduce material waste at the source.
Together, these investments are intended to increase the program’s recycling
rate, reduce the environmental impact of mattress disposal, and promote greater
industry awareness of source reduction and sustainable manufacturing.

MRC'’s 2027 program administration budget is $6.2 million, a 2.8% increase over
2026. Program administration expenses represent 10.8% of total expenses. It
covers staffing for both in-state and shared administrative roles, general
overhead, computer and database expenses, financial and compliance audits
and outside consultants providing expertise and program assistance. The budget
also includes $123,000 for legal costs (both in-house and outside counsel) and
$830,000 to reimburse CalRecycle for program oversight.

Including net investment returns of $690,000 in 2026 and $720,000 in 2027,
MRC projects a $4.3 million net income in 2026 and a $4.8 million net income in
2027 which will help replenish reserves used to cover operations in prior years.

Requirements of Cal. Pub. Res. Code §42988

1. Anticipated revenues and costs of implementing the program,
including related programs, projects, contracts, and administrative
expenses. (Cal. Pub. Res. Code §42988(a))

In preparing this budget, MRC calculated its revenue and costs as follows:

Revenue
The recycling charge collected on all mattress sales is the program’s primary
source of revenue.
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In developing its 2027 revenue budget, MRC considered historical unit sales, a
range of economic indicators, and the Mattress Industry Forecast published in
November 2025 by the International Sleep Products Association (ISPA), which
includes projections for both 2026 and 2027. ISPA projects nationwide mattress
sales in 2026 to increase 0.5% over 2025, with 2027 sales projected to increase
an additional 2% over 2026. These projections are lower than previously
anticipated.

Mattress sales in 2026 are expected to be largely flat, reflecting ongoing
economic uncertainty, a lackluster housing market, and cautious consumers who
are closely managing discretionary spending. Sales growth is expected to
improve modestly in 2027.

Based on these sources, MRC projects that California unit sales will total
3,335,920 in 2026, representing a 0.5% increase from the 3,319,322 units sold in
2025. MRC anticipates a modest rebound in 2027, with projected unit sales
increasing 2.0% to 3,402,638.

To fund the program’s operations, MRC’s budgeted 2027 recycling charge
revenue is $61,247,484, calculated by applying the $18 per unit charge to the
projected unit sales.

We note that MRC also projects modest late fee revenue in 2027 of $35,000,
although we continue to encourage retailers and other sellers to make timely
remittances to avoid these fees.

TABLE 1: 2027 Budgeted Program Revenue

Category Amount

Recycling Charge Revenue $61,247,484

Late Fee Revenue $35,000

Total Revenue $61,282,484
Costs

MRC has budgeted $57,216,829 in 2027 program costs, classified as follows:

e Operational Costs
o Collection and containers
o lllegally Dumped Mattress Collection Initiative
o Transportation and recycling
e Education and outreach
e Research
e Administration costs
o Program administration
o Legal
o CalRecycle oversight

Following is a description of each of the above cost categories.
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Operational Costs

Operational costs - including collection and container expenses, the lllegally
Dumped Mattress Collection Initiative, transportation and recycling - account for
81.1% of MRC'’s total 2027 expenses.

The number of units collected for processing, which affects all operational cost
categories, is expected to increase by 3.7% in 2027 compared to 2026, which is
4.2% more than 2025.

In 2027, operational costs are expected to rise another 4.6% over projected 2026
spending. These increases are primarily driven by the increase in units and rising
labor costs, which continue to affect solid waste handling, transportation, and
recycling expenses.

Collection and Container
This cost category, totaling $5,656,385, covers the following activities:

Solid waste handling

Collection container and storage rental
Consumer incentive payments (CIP)
Collection site signage

MRC’s 2027 budget includes $3,858,992 in solid waste handling fees, a 5.3%
increase over 2026. Currently, MRC has agreements with 247 permanent
collection sites in California that are compensated for accepting, collecting,
storing and handling used mattresses for processing through the program.
This includes permanent collection sites that allow residents to drop off units
at no cost and entities that collect units through no-cost curbside bulky item
collection services. For purposes of preparing this 2027 budget, MRC applied
the per unit handling fee to the number of units it expects to collect through
each site. Additionally, MRC has contracted with organizations to provide
labor at collection events and select collection sites, and these costs are
included in this expense category.

MRC’s 2027 budget also includes collection container and storage rental
expenses of $1,710,240, less than 1% more than 2026. MRC is actively
working with contracted third parties to increase the number of units per
container to help keep container costs stable in 2027.

MRC set the per unit consumer incentive payment at $3 following pre-
program discussions with the Advisory Committee in 2015. In setting the
incentive at this level, MRC took into consideration Cal. Pub. Res. Code
§42985(b), which states that it is the legislature’s intent that SB 254 not
undermine existing used mattress recycling, resale, refurbishing and reuse
operations that are in compliance with state and federal law. MRC and the
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Advisory Committee also considered the safety concerns of incentivizing
consumers to haul large numbers of mattresses using personal vehicles.

For 2027, MRC budgeted $71,553 for CIP costs, based on 23,851 units at the
$3/unit incentive rate. MRC anticipates that units collected from consumers
receiving the incentive will account for approximately 1.3% of program units in
2027.

Finally, $15,600 is budgeted in 2027 to provide appropriate signage and
written guidelines for collection sites, including replacement signage needed
due to damage and wear.

lllegally Dumped Mattress Collection Initiative

MRC compensates local municipalities and other entities to collect illegally
dumped mattresses and provide statistical information about illegal dumping
within their jurisdictions. Compensation is $15 per unit for entities in urban
counties and $20 per unit in rural counties. The 2027 budget anticipates the
collection of approximately 42,763 illegally dumped units, the same level as
the 2026 projection. The reduction from prior years is anticipated with the
launch of a new software reporting portal. The portal is a cloud-based
application designed to capture location data and photographic evidence of
illegally dumped units, enabling verification of reported quantities and more
precise mapping of dumping locations. MRC anticipates that reported unit
volumes will decline as data accuracy improves and users adopt and become
more proficient with the new system.

To address the issue more broadly, the 2027 budget also continues funding
targeted advertising and outreach campaigns that educate California
residents about the environmental impacts of illegal mattress dumping and
promote proper disposal methods. Related administrative expenses are also
included.

In addition, MRC allocated $64,000 in 2026 to support pilot studies exploring
strategies to prevent illegal dumping. The 2027 budget includes $65,000 to
fund similar initiatives. All proposed pilot projects are located in communities
affected by illegal mattress dumping and are focused on illegal dumping
awareness and enforcement of anti-dumping laws.

Transportation and Recycling

Both transportation and recycling costs are directly related to the number of
units collected. MRC projects that 1,768,994 units (3.7% more than 2026
projections) will be collected for recycling through the program in 2027. Of
these units, approximately 91% (1,609,162) will be transported by an MRC
transportation contractor; the remaining 9% are expected to be self-hauled
(by individuals or retailers).
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Transportation

MRC contracts with third party transportation providers to move discarded
mattresses from collection sites to recyclers for processing. Transport
costs vary considerably depending on the hauling distance, geographic
location of the collection site, the container type used to hold the
discarded mattresses, the number of units per trailer and fuel prices.

For 2026, MRC projects transportation costs of $9,843,304 to transport
1.6 million units at an average cost of $6.34/unit. The 2027 MRC budget
includes a 3.7% increase in transported units at an average per unit rate
of $6.25 for a total of $10,057,264 in transportation costs. MRC continues
to focus on improving supply chain efficiency by maximizing units packed
into each trailer load and frequently renegotiating hauling contracts to
actively manage transportation costs.

Since all transportation services are provided by third parties, no MRC
staff are directly involved in transporting discarded mattresses. As a result,
no staff expenses are charged directly to these activities.

Recycling

The MRC 2027 recycling budget of $29,901,890 is 5.8% more than 2026.
The recycling budget takes into account the 3.7% increase in the number
of units processed, as well as any increases in processing rates paid to
recyclers.

All recycling services are provided by third parties. No MRC staff are
directly involved in processing discarded mattresses. As a result, no staff
expenses are charged directly to these activities.

Details of the 2027 budgeted total operational costs (Collection and
Containers, lllegally Dumped Mattress Collection Initiative, Transportation and
Recycling) are as follows:
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TABLE 2: 2027 Budgeted Total Operational Costs

Category Amount

Collection and Container Costs

Solid Waste Handling Fees $3,858,992
Collection Container and Storage Rental Expenses $1,710,240
Consumer Incentive Payments $71,553
Collection Site Signage $15,600
Total Collection and Container Costs $5,656,385
lllegally Dumped Mattress Collection Initiative

Initiative Entity Compensation $650,000
Marketing/Advertising/Events $42,600
Pilot Studies $65,000
Staff Expenses $30,570
Total lllegally Dumped Mattress Collection Initiative $788,170
Subtotal Collection Costs $6,444,555
Subtotal Transportation $10,057,264
Subtotal Recycling $29,901,890
Total Operational Costs $46,403,709

Education and Outreach

MRC has budgeted $2,804,742 for education and outreach in 2027, a 1.4%
increase from the 2026 projection of $$2,765,470. This represents 4.9% of
MRC'’s total budgeted expenses.

MRC'’s education and outreach efforts inform consumers and industry stakeholders
about California’s law and program. MRC primarily communicates with industry
audiences under the Mattress Recycling Council brand. MRC’s Bye Bye Mattress
brand is used for communication with consumers.

MRC supports the Bye Bye Mattress brand through a multichannel, multilingual
outreach strategy that includes paid advertising, PSAs, media relations, direct
mail, digital marketing, social media, and participation in community events. MRC
also equips collection site contacts, event hosts, and elected officials with
publicity toolkits and templates for common outreach materials.

Consumer outreach focuses on increasing awareness of the retailer requirement
to provide free pickup of an old mattress when delivering a new one. Outreach
also encourages consumers to visit ByeByeMattress.com to find collection
locations, upcoming events, and curbside collection providers that offer free
pickup services.

California Used Mattress Recovery and Recycling
2027 Program Budget
9



In addition, outreach materials highlight the importance and benefits of mattress
recycling, showcase the program’s impact, and promote proper mattress care
and illegal dumping prevention.

MRC'’s industry outreach keeps the mattress industry informed about state laws,
program developments, mattress recycling processes, and research
opportunities. MRC also engages rental and multifamily property managers,
along with other sectors that dispose of large volumes of mattresses, including
hospitality, healthcare, higher education, and the military.

MRC dedicates additional outreach resources to supporting and expanding its
collection network. These efforts include keeping current participants informed of
MRC'’s expectations, recruiting new drop-off locations, and sharing best practices
and operational expertise with current and prospective participants.

The 2027 budget enables MRC to continue publishing
MattressRecyclingCouncil.org and ByeByeMattress.com, while maintaining and
expanding its extensive library of video, digital, and print content. The budget
also supports advertising campaigns, PSA distribution, digital newsletters,
participation in community and industry events, and surveys designed to
measure the effectiveness of outreach efforts.

Finally, the budget includes the cost of producing the annual report including 508
compliance requirements.

Details of the 2027 Education and Outreach budget are as follows:

TABLE 3: 2027 Budgeted Education and Outreach Costs
Category Amount

Advertising and Consumer Education $1,530,010
3rd Party PR Agencies $796,050
Industry and Stakeholder Outreach $65,183
Conferences and Events $60,510
Annual Report $39,530
Subtotal $2,491,283
Travel $42,530
Staff Expenses $270,929
Total Education and Outreach $2,804,742
Research

MRC seeks to enhance the sustainability of California’s mattress recycling
program by improving the efficiency and effectiveness of the mattress collection
network, promoting best practices in mattress recycling and identifying and
developing new and better end uses for recycled materials. MRC has budgeted
$888,513, 1.6% of its total expenses, for these activities.
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Research Activities

MRC budgeted $700,500 in 2027 for research activities, compared to a
projected $671,500 in 2026. MRC’s annual report describes research that is
complete, in-progress, and future areas of interest. The budget also funds
small projects at collection sites that will advance program goals by
increasing the diversion of units from landfills and improving the recyclability
of discarded units. In addition, to support its research objectives, MRC
continues to participate in events and meetings with similar organizations to
investigate and explore best practices and research into new markets for
mattress commodities.

Sleep Products Sustainability Program

MRC'’s Sleep Products Sustainability Program (SP2) is designed to help
mattress producers reduce the generation of material waste and energy
during the mattress manufacturing process. SP2 is a source reduction
initiative that works with manufacturers to identify steps they can take to
reduce their environmental impact, define metrics for measuring the effects of
those changes, and learn from best practices.

The budget also includes funds to support MRC’s Industry Workgroup on
Circular Design.

The 2027 SP2 budget of $85,293 supports these endeavors, including
management oversight, funds to publicize the program, training for
manufacturers, and verifying participants for certification and recertification.
MRC’s 2025 annual report provides additional details about SP2 activities.

Details of the 2027 Research budget are as follows:

TABLE 4: 2027 Budgeted Research Costs

Category Amount |
Research Activities $500,000
Mattress Collection Facility Improvement Funding $40,000
Consulting $160,500
Subtotal Activities $700,500
Sleep Products Sustainability Program $85,293
Subtotal Research $785,793
Staff Expenses $102,720
Total Research $888,513

Program Administration, Legal and CalRecycle Oversight
Budgeted Administration costs for 2027, including program administration, legal,
and CalRecycle oversight, are $7,119,865.
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Program Administration

In 2027, MRC is budgeting $6,167,357 in program administration costs,
representing 10.8% of the total expenses. Of this amount, $4,092,979 (a
4.0% increase from 2026 projections) anticipates 23 FTE (full time equivalent)
staff that perform administrative and operational program oversight, including
11 FTEs who reside in California. This represents 89.6% of MRC'’s total staff
expense of $4,569,303. An additional 3 FTEs (bringing the total to 26 FTEs)
are for staff who work on education and outreach, the illegally dumped
mattress initiative, research, and legal activities, which are included and
shown under those activity costs within the budget. The budgeted
administrative and overhead costs of $715,949 include office space,
telephone, utilities, insurance, depreciation (including websites) and other
administrative expenses.

MRC also hires consultants and outside contractors to provide additional
services and expertise. MRC has budgeted $391,992 in 2027 for this expense
category. Program administration expenses include $383,536 in computer
and database expenses for the organization’s finance and CRM systems
used to manage program registrants, recycling data and financials. MRC has
been and will continue to enhance its CRM system to boost efficiency and
improve data collection.

Program administrative expenses also include $220,621 to prepare annual
tax filings and conduct the annual financial audit, including a SOC1 audit
(conducted by PwC), which CalRecycle’s regulation 14 CCR§ 18964(b)(11)
requires as a necessary component of the annual audit. MRC also expects to
incur $24,000 in recycler compliance audit expenses and $80,000 to conduct
retailer payment reviews. The combined compliance costs in 2027 for
operational audits and participant reviews are $104,000.

MRC also works with California-based entities to provide industry and
government relations support, specifically to assist MRC in responding to
questions from legislators, informing elected officials and other stakeholders
about the program and monitoring other California legislative and regulatory
developments that may affect the program. MRC has budgeted $146,000 for
these activities.

In addition, the 2027 budget includes $112,280 in expenses for field visits and
program travel.

Legal

Legal costs for 2027 are budgeted at $122,508, a 3.3% increase over 2026
projections of $118,565. This amount covers in-house counsel and fees for
outside counsel who negotiate vendor contracts, address compliance issues
and advise MRC on corporate matters.
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CalRecycle Oversight

Cal. Pub. Res. Code §42988.2 requires that MRC reimburse CalRecycle for
its direct costs incurred to implement and enforce the Used Mattress
Recovery and Recycling Act. Based on the previous three years of invoiced
costs, MRC anticipates the total cost for 2026 will be $806,197 and has
budgeted a 3% increase for 2027, or $830,000. CalRecycle Oversight
represents 1.5% of the total budgeted expenses in 2027.

Details of the 2027 Program Administration, Legal and CalRecycle Oversight
budget are as follows:

TABLE 5: 2027 Budgeted Administration Costs

Category Amount

Staff Expenses $4,092,979
Administrative and Overhead Expenses $715,949
Outsourced Contractors/Consultants $391,992
Computer and Database Expenses $383,536
Annual Financial Audit and Tax Filings $220,621
Compliance Expenses (operational and retailer) $104,000
Industry and Government Relations $146,000
Field Visits and Program Travel $112,280
Subtotal Administration $6,167,357
Legal $122,508
CalRecycle Oversight $830,000
Total Program Administration, Legal and CalRecycle Oversight Costs $7,119,865

2. A recommended funding level sufficient to cover the plan’s
budgeted costs and to operate the mattress recycling program over a
multiyear period in a prudent and responsible manner. (Cal. Pub. Res.
Code §42988(b))

Cal. Pub. Res. Code § 42988 requires MRC to recommend a funding level
sufficient to cover the plan’s budgeted costs and to operate the mattress
recycling program over a multiyear period in a prudent and responsible manner.
MRC developed its 2027 budget based on anticipated revenue, expenses, and
reserve funds needed to support long-term program operations.

The MRC Board adopted a reserve policy that directs MRC management to not
only have sufficient operating cash to fund operations (e.g., cash on hand equal
to approximately three months of expenses), but a prudent level of reserves
(Board Designated Financial Reserve) that allow MRC to manage unexpected
events that could increase costs or reduce revenue. Recent examples include
the COVID-19 pandemic, rising fuel and labor costs, inflation, and reduced
consumer confidence adversely affecting mattress sales.
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The reserve also protects the long-term viability of the program by setting aside
money that can fund budget deficits without necessitating frequent adjustments
in the recycling charge. Given the significant amount of time required to obtain
approval and implement a change in the recycling charge (e.g., MRC must
request a change, CalRecycle must approve the change and MRC must notify
the public at least 180 days in advance of an approved change), a reserve
sufficient to allow MRC to operate the program smoothly without financial
disruption during such a transition is imperative.

MRC maintains approximately three months of operating cash as working capital,
as well as a Board designated financial reserve. MRC’s statewide network of
recyclers and transporters depends on timely payments. If MRC delayed even a
single payment because of funding constraints, vendors could face serious
financial hardship and potentially cease operations, therefore disrupting the
statewide collection and recycling network and increasing program costs. To
prevent these disruptions, MRC maintains sufficient working capital to cover
temporary cash flow shortfalls caused by delayed or reduced participant
payments or unexpected increases in expenses. MRC relies on the Board
designated financial reserve to address the various unexpected financial risks it
may encounter.

Between 2019 and 2024, costs exceeded revenue, requiring MRC to use reserve
funds to supplement the recycling charge for each unit sold, as shown in the
chart below. The 2026 and 2027 budgets will not only cover projected expenses
but also help restore the Board designated financial reserve that MRC has relied
on to offset past revenue shortfalls. Specifically, the 2027 budget allocates $1.18
per unit sold, totaling $4,065,655, to replenish the reserves.

FIGURE 1: Recycling Charge Allocation
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The 2027 budget assumes a $4,065,655 change in net operating assets.
Factoring in a projected net investment return of $720,000, the total change to
net assets is expected to be $4,785,655, equivalent to one month of expenses.

Table 6 below shows the change in net operating assets and the change in net
assets experienced in 2025, projected for 2026 and budgeted for 2027:

TABLE 6: 2025 thru 2027 Net Operating Assets
and Change in Net Assets

2025 2026 2027
Category Actual Projections Budget
Total Revenue $52,976,168 $58,507,006 $61,282,484
Total Program Costs $52,259,875 $54,901,353 $57,216,829
Change in Net Operating $716,293 $3,605,653 $4,065,655
Assets
Net Investment Return $1,502,898 $690,000 $720,000
Gain on Disposal of Assets $0 $0 $0
Change in Net Assets $2,219,191 $4,295,653 $4,785,655
Net Assets at the Beginning $20,004,927 $22,224 118 $26,519,771
of the Year
Net Assets at the End $22,224,118 $26,519,771 $31,305,426
of the Year

Based on the objectives discussed previously regarding budgeted costs and
reserve needs, MRC has budgeted recycling charge revenue of $61,247,484
(total revenue of $61,282,484, including $35,000 in late fee revenue) in 2027 to
meet the requirements of Cal. Pub. Res. Code § 42988(b).

3. Commencing January 1, 2027, the mattress recycling organization
shall not maintain total reserves exceeding 60 percent of its annual
operating expenses, consistent with the requirements of the Financial
Accounting Standards Board’s Accounting Standards Update 2016-
14, Not-for-Profit Entities (Topic 958), and any future updates to that
standard. (Cal. Pub. Res. Code §42988.3(b))

In 2019, California added Subsections 42988.3(a) and (b) to the California Public
Resources Code, which states:

(a) On and after January 1, 2021, the mattress recycling organization shall
identify strategies in its annual proposed budget to comply, commencing
January 1, 2027, with the reserve requirements specified in this section.
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(b) Commencing January 1, 2027, the mattress recycling organization
shall not maintain total reserves exceeding 60 percent of its annual
operating expenses, consistent with the requirements of the Financial
Accounting Standards Board’s Accounting Standards Update 2016-14,
Not-for-Profit Entities (Topic 958), and any future updates to that standard.

The 2027 budget brings the Board designated financial reserve to 29.7% (3.6
months) of annual operating expenses, far less than the 60% maximum. Net
assets include both a Board designated financial reserve of $17,001,219, as well
as an amount equal to 3 months of expenses to be set aside as working capital.

The Board designated financial reserve as a percentage of annual operating
expenses (Total Program Costs) for 2025 Actuals through the 2027 Budget is as

follows:
TABLE 7: Total Reserves
Category 2025 2026 2027
Actuals Projections Budget
Net Assets as of $22,214,118 $26,519,771 $31,305,426
Year End
Undesignated Net $13,064,969 $13,725,338 $14,304,207
Assets'
Board-Designated $9,159,149 $12,794,433 $17,001,219

Financial Reserve

Board Designated
Financial Reserve as
a % of Annual
Operating Expenses

17.5%

23.3%

29.7%

" Undesignated Net Assets, or working capital, is equal to 25% of annual operating expenses

(total program costs).
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4. The amount of the mattress recycling charge and itemization of
costs that each charge covers. (Cal. Pub. Res. Code § 42988(c))

Determination of Two Separate Charges

Cal. Pub. Res. Code § 42989(b)(2) gives MRC the discretion to either (1) set a
single recycling charge that applies to all sizes and types of mattresses and
foundations, or (2) set up to two different charges “to accommodate mattress size
differentials.” MRC considered whether to exercise its authority to set two
charges when it submitted its amended plan on January 9, 2023, but decided to
set a single charge for all sizes and types of mattresses and foundations.
Likewise, MRC set a single state-specific recycling charge for mattresses and
foundations sold in the other three states in which it administers similar mattress
recycling programs. In preparing its 2027 budget, MRC has set a single charge,
as it is authorized to do by Section 42989.

Itemization of the Mattress Recycling Charge
Cal. Pub. Res. Code §42988(c) and 14 CCR §18963(b)(3) requires that MRC
itemize the costs that the charge covers.

The itemized cost components discussed above that comprise 2027 budgeted
expenses are as follows in Table 8:

TABLE 8: Itemized Costs of 2027 Proposed Budget

Cost Category Percent of Each

Cost Category
Collection and Container Costs 9.9%
lllegally Dumped Mattress Collection Initiative 1.4%
Transportation and Recycling 69.8%
Education and Outreach 4.9%
Research 1.6%
Program Administration 10.8%
Legal 0.2%
CalRecycle Oversight 1.4%
Total 100.0%

Amount of the 2027 Charge

Pursuant to Cal. Pub. Res. Code §42989, the 2027 budget includes a recycling
charge of $18/unit. The charge will support 2027 program operations, as well as
replenish reserves to a level sufficient to operate the program over a multiyear
period in a fiscally prudent and responsible manner.

The 2027 budget takes into account 2025 actuals and 2026 projections, and data
gathered since MRC submitted the 2026 budget in July 2025. Based on this
information, MRC budgets 2027 total revenue of $61,282,484 (recycling charge

California Used Mattress Recovery and Recycling
2027 Program Budget
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revenue of $61,247,484 and late fee revenue of $35,000) and expenses of
$57,216,829. The budget anticipates that the recycling charge will be collected
on 3,402,638 units sold to California consumers and that the number of units
processed through the program will be 1,768,994 in 2027.

The charge of $18/unit will be sufficient to cover 2027 budgeted expenses of
$57,216,829 as well as replenish the reserves to 3.6 months of annual expenses.

Requirements of 14 California Code of Regulations §18963(b)

1. Contact information. Identify the corporate officer of the mattress
recycling organization responsible for annual used mattress program
budget submittal. (14 CCR §18963(b)(1))

The MRC Budget is submitted by:
Catherine Lyons
Manager and CFO
Mattress Recycling Council California, LLC
501 Wythe St.
Alexandria, VA 22314-1917
703-683-8371
clyons@mrc-us.org
www.mattressrecyclingcouncil.org

2. Anticipated revenues and costs. Describe anticipated revenues
and costs of implementing the program, including related programs,
projects, contracts, and administrative expenses. (14 CCR
§18963(b)(2))

See Part 1 beginning on page 4.

3. Mattress recycling charge and itemization. Identify the amount of
the mattress recycling charge, including an itemization of costs that
each charge covers. (14 CCR §18963(b)(3))

See Part 4 beginning on page 17.
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2027 Program Budget
18


http://www.mattressrecyclingcouncil.org/

4. For used mattress recycling program budgets submitted on or by
July 1, 2017 all actual expenses incurred to date shall be included.
For annual reports submitted thereafter, the previous two years of
actual expenses shall be included. (14 CCR §18963(b)(4))

TABLE 9: 2024 and 2025 Actual Expenses and 2026 Projections
EXPENSES:

2024 Actuals 2025 Actuals

2026 Projections

Operational Costs
Collection and Container Costs
Solid Waste Handling Fees $ 3,588,874 $ 3,846,153 $ 3,665,396
Collection Container and Storage $ 1,787,242 $ 1,803,621 $ 1,696,476
Consumer Incentive Payments $ 260,069 $ 173,931 $ 70,473
Collection Site Signage $ 12,292 $ 8,582 $ 15238
Total Collection and Container Costs $ 5,648,477 $ 5,832,287 $ 5,447,583
lllegally Dumped Mattress Collection Initiative $ 1,185,299 $ 1,014,303 $ 793813
Transportation and Recycling
Transportation $ 9,550,143 $ 9,253,796 $ 9,843,304
Recycling $ 20,964,578 $ 26,464,778 $ 28,267,145
Total Transportation and Recycling $ 30,514,721 $ 35,718,574 $ 38,110,449
Total Operational Costs $ 37,348,497 $ 42,565,164 $ 44,351,845
Education and Outreach
Advertising and $ 1,287,595 $ 1,462,492 $ 1,521,558
Consumer Education
3rd Party PR Agencies $ 539,335 $ 667,049 $ 768,000
Industry and Stakeholder Outreach $ 175,257 $ 56,526 $ 75726
Conferences and Events $ 52,663 $ 45,150 $ 60,500
Annual Report $ 35500 $ 36,600 $ 38377
Travel $ 48,521 $ 32,643 $ 40,800
Staff Expenses $ 286,247 $ 235,694 $ 260,509
Total Education and Outreach $ 2,425,118 $ 2,536,154 $ 2,765,470
Research
Research Activities $ 294533 $ 408,064 $ 475,000
Collection Facility $ 96,081 $ 36,852 $ 40,000
Improvement Funding
Consulting $ 210,467 $ 156,241 $ 156,500
Sleep Products Sustainability Program $ 115,625 $ 81,606 $ 87,827
Staff Expenses $ 166,709 $ 89,362 $ 98,770
Total Research $ 883415 $ 772125 $ 858,097

California Used Mattress Recovery and Recycling
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TABLE 9 Continued

EXPENSES: 2024 Actuals 2025 Actuals 2026 Projections
Program Administration
Staff Expenses $ 3,763,741 $ 3,560,676 $ 3,935,556
Administrative and $ 658,373 $ 682,201 $ 708,058
Overhead Expenses
Outsourced Contractors/Consultants $ 415811 $ 385,027 $ 378578
Computer and Database Services $ 386,088 $ 347,262 $ 378827
Annual Financial Audit and $ 224254 $ 268,896 $ 230,710
Tax Filings
Compliance Expenses $ 75174 $ 39,797 $ 119,000
Industry and Government Relations $ 144,945 $ 144,000 $ 146,000
Field Visits and Program Travel $ 111,598 $ 68,739 $ 104,450
Total Program Administration $ 5,779,984 $ 5,496,598 $ 6,001,179
Legal Costs $ 145,094 $ 97,354 $ 118,565
CalRecycle Oversight Fees $ 694,374 $ 792,480 $ 806,197
Total Expenses $ 47,276,482 $ 52,259,875 $ 54,901,353
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TABLE 10: California Used Mattress Recovery and

Recycling 2027 Program Budget

Category 2027 Budget Expense
Allocation

REVENUE:
Recycling Charge Revenue $ 61,247,484
Late Fee Revenue $ 35,000
Total Revenue $ 61,282,484
EXPENSES:
Operational Costs
Collection and Container Costs

Solid Waste Handling Fees $ 3,858,992

Collection Container and Storage Rental $ 1,710,240

Consumer Incentive Payments $ 71,553

Collection Site Signage $ 15,600

Total Collection and Container Costs $ 5,656,385 9.9%
lllegally Dumped Mattress Collection Initiative $ 788,170 1.4%
Transportation and Recycling

Transportation $ 10,057,264

Recycling $ 29,901,890

Total Transportation and Recycling $ 39,959,154 69.8%
Total Operational Costs $ 46,403,709 81.1%
Education and Outreach

Advertising and Consumer Education $ 1,530,010

31 Party PR Agencies $ 796,050

Industry and Stakeholder Outreach $ 65,183

Conferences and Events $ 60,510

Annual Report $ 39,530

Travel $ 42,530

Staff Expenses $ 270,929
Total Education and Outreach $ 2,804,742 4.9%
Research

Research Activities $ 500,000

Collection Facility Improvement Funding $ 40,000

Consulting $ 160,500

Sleep Products Sustainability Program $ 85,293

Staff Expenses $ 102,720
Total Research $ 888,513 1.6%
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TABLE 10 Continued

Category 2027 Budget Expense
Allocation

Program Administration

Staff Expenses $ 4,092,979

Administrative and Overhead Expenses $ 715,949

Outsourced Contractors/Consultants $ 391,992

Computer and Database Services $ 383,536

Annual Financial Audit and Tax Filings $ 220,621

Compliance Expenses $ 104,000

Industry and Government Relations $ 146,000

Field Visits and Program Travel $ 112,280
Total Program Administration $ 6,167,357 10.8%
Legal Costs $ 122,508 0.2%
CalRecycle Oversight Fees $ 830,000 1.4%
Total Expenses $ 57,216,829 100.0%
Operating Net Assets $ 4,065,655
Net Investment Return $ 720,000
Net Assets $ 4,785,655
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