Closed Loop Fund

CLOSED LOOP FUND

In April 2013, Walmart convened 30 recycling, consumer product
and supply chain experts to discuss how to increase recycling in the
United States. The participants cited systemic challenges that shared
the same root cause: cities lack or do not have access to the capital
required to invest in the infrastructure needed to increase recycling
rates. The convening led Walmart and Ron Gonen to co-develop the
Closed Loop Fund.
The Closed Loop Fund has been formed with invested capital from
manufacturers, consumer goods companies, retailers, and recyclers
who are committed to helping cities in North America achieve high
recycling rates.
The founding investors in the Closed Loop Fund are: Walmart and the
Walmart Foundation, Coca-Cola, PepsiCo and the PepsiCo
Foundation, Johnson & Johnson Family of Consumer Companies,
Procter & Gamble, Unilever, Keurig Green Mountain and Goldman
Sachs.
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E X E C U T I V E S U M M A RY

Situation
The lack of municipal recycling infrastructure as well as capital available to municipalities to invest in infrastructure
has caused recycling rates to remain unacceptably low.

Problem
In 2013, low recycling rates caused cities to collectively spend billions of dollars on landfills and lose over $11 billion
in commodity revenue from the sale of recyclable material that was sent to landfills.

$10 billion spent annually transporting waste to landfills…
Billions spent annually on landfills

…$11 billion of missed revenue
Over $11 billion of lost revenue

Map Represents
Distance
WasteChannels
Travels to Landfills
Waste
Transportation

Solution
Form a social impact fund that provides municipalities access to the capital required to build comprehensive
recycling programs.
The Closed Loop Fund has been formed to provide municipalities zero interest loans and private firms engaged in
public-private partnerships access to capital at below market rates in order to spur investments in municipal
recycling programs. It links the financial interest of companies that need recycled material back in their supply
chain to reduce cost to the capital municipalities need to invest in recycling infrastructure in order to divert
material from landfills and into the recycling stream.
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GOAL

The goal is to divert valuable raw materials from landfill by helping to provide 100% of US consumers
access to recycling where and when they need it. We believe this goal will result in the following
outcomes:
•
•
•
•
•

Create economic value for cities by reducing landfill disposal fees and increasing revenue from the
sale of recyclable commodities.
Create local jobs and community engagement.
Increase supply and use of affordable post-consumer recycled (PCR) materials in consumer goods.
Preserve our natural resources.
Facilitate innovative private sector investment to support recycling.

Shown Above: On April, 29th, 2014, at the Walmart Sustainability Expo, executives from Walmart, Unilever, P&G,
Coke, Pepsico, Johnson & Johnson Family of Consumer Companies, Keurig Green Mountain and Goldman Sachs
signing their commitment to the Closed Loop Fund.
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FUND STRUCTURE

FINANCIAL PARTNERS
(CPG’s/Beverage Co’s, Financial
Institutions/Recycling Co’s etc.)

Closed Loop Fund

Loans to Municipalities

Sample Loan #1
Carts for recycling

Sample Loan #2
Organics processing
facility

Sample Loan #3
Emerging technologies

Sample Loan #4
Comm./
marketing campaign

Cost Saving + Revenue

Capital Returned

Landfill cost savings and
commodity revenue

Capital
Capital investments will be called as projects qualify via approval of the Management Team and Investment
Committee.
In most cases, investments are expected to come from a company’s treasury or a business unit. When the funds
come from a company foundation, the structure allows for Program Related Investments (PRI), which are
investments made by foundations to address social and environmental challenges. Unlike grants, PRIs can be
invested in both non-profit and for-profit enterprises and investments are expected to be repaid, with below
market rate of return.
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INVESTMENT CRITERIA

•

Financials: Applicants must demonstrate a repayment schedule via landfill diversion savings, commodity revenue,
and/or other forms.

•

Scalability: Applicants must demonstrate that the project can scale and be replicated by other cities.

•

Tonnage and commodities reporting: Applicants must demonstrate the ability to provide detailed reports.
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Types of Investments

PRCCESSING
INFRASTRUCTURE

PRODUCT DESIGN

COLLECTION INFRASTRUCTURE:
CARTS & TRUCKS

MANAGED RESOURCE LOOP TM

EMERGING
TECHNOLOGIES

INCENTIVE
PROGRAMS

COMMUNICATIONS
TM
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SAMPLE INVESTMENTS

RECYCLING CARTS

SAMPLES

City 1 Situation: 500,000 households
500,000 tons of waste generated per year
Landfill tip fee: $50 per ton
Recycling revenue: $10 per ton
Annual landfill fee: (500k tons x $50) = $25m

PUBLIC SPACE CONTAINERS

City 2 Situation: 50,000 low income households
neighborhood in city of 200k households with
no public space recycling containers. Limited
recycling infrastructure in buildings and on street in
areas that generates 50k tons per year.
Landfill tip fee: $50 per ton
Annual landfill fee: (50k tons x $50) = $2.5m

Loan request:
City 1 requests financing for single stream recycling
cart, requiring $20m for 96 gallon recycling carts

Loan request:
City requests financing to deploy public space
recycling containers, requesting $2m

Expected diversion:
100k tons

Expected diversion:
10k tons

Resulting annual economics:
Savings: $5m ($50 per ton x 100k tons)
Revenue: $1m ($10 per ton x 100k tons)
Total value: $6m

Resulting annual economics:
Savings: $500k ($50 per ton x 10k tons)
Revenue: $200k ($20 per ton x 10k tons)
Total value: $700k

Payback schedule:
0%, just principal to the fund: 3.2 years
5% annual interest: 4.5 years
City retains 100% of value after principal/interest
repaid

Payback schedule:
0%, just principal to the fund: 3 years
5% annual interest: 5 years
City retains 100% of value after principle/interest
repaid
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SAMPLE INVESTMENTS

ANAEROBIC DIGESTER

City 3 Situation: 500,000 households
500,000 tons of waste generated per year
Landfill tip fee: $50 per ton
Energy Generation: $.12 kwh
Annual landfill fee (500k tons x $50) = $25m

SAMPLES

ENTREPRENUER

Situation:
Entrepreneur has developed a technology and
system that will increase the profitability of recycling
facilities

Loan request:
City 3 requests $20m loan to develop AD system

Loan request:
$1m

Expected diversion:
100k tons

Expected results:
• Increased profitability of recycling facilities
• Generate additional revenue for municipalities
• Enable companies to cost effectively use
recycled content

Resulting annual economics:
Savings: $5m ($50 per ton x 100k tons)
Revenue: $1m (renewable energy generation)
Total value: $6m

Payback schedule:
0%, just principle to the fund: 4 years

Payback schedule:
0%, just principal to the fund: 3.2 years
5% annual interest: 5 years
City retains 100% of value after principal/interest
repaid
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MANAGEMENT AND GOVERNANCE

Management Structure and Responsibilities
The Fund is setting up a strong leadership team, including the co-founder and CEO, Ron Gonen, who recently
completed a term serving as the Deputy Commissioner of Sanitation for New York City. Appointed by Mayor
Bloomberg to rebuild NYC’s recycling program, he was responsible for all of the city’s recycling programs which
include paper, metal, glass, plastic, organics, textiles, electronics and the management of household hazardous
waste and legislation. In 2013, NRDC and Earth Day New York named Ron as the ‘Public Official of the Year’ in New
York City.
Prior to joining the Bloomberg administration, Ron co-founded three companies in the environmental services
sector and served as a company CEO in the environmental services sector.
Ron has served as an Adjunct Professor at Columbia Business School since 2010.
Ron has been a recipient of a number of environmental and business awards including being recognized as a
'Champion of the Earth' by the United Nations Environment Program, which is the highest distinction for
environmental protection given by the United Nations and recognizes outstanding leaders in the fields of policy,
science and entrepreneurship; the Medal of Excellence from Columbia University, which recognizes alumnus under
the age of 45 for excellence in scholarship, public service and professional life; and the Social Enterprise Teaching
Award from Columbia Business School for Excellence in Teaching.
Ron was a Catto Fellow at the Aspen Institute and is a member of the Council on Foreign Relations. He has an MBA
from Columbia Business School.

Bridget Croke is managing account relationships. Legal and governance structure is provided by Paul Gajer from
Dentons and Kyle Westaway at Westaway Law.

To date, Walmart’s Sustainability and Corporate Finance and Strategy Departments have provided resources
including capital, strategy development and networks. Rob Kaplan, the Director of Product Sustainability for
Walmart, Co-Founded the Closed Loop Found and has led the development of the business case, fundraising and
facilitated meetings with many of Walmart’s suppliers. Christopher Ladd, Senior Manager in Corporate Finance
and Strategy has provided financial guidance and structure.

CEO
Ron Gonen

Account Manager

Finance Director

Operations Director

Legal
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MANAGEMENT AND GOVERNANCE

Investment Committee
Evaluation and measurement: The Fund’s professional management team will conduct an extensive due diligence
process to identify projects most likely to reach the goal of recycling access, tonnage and financial returns.
The management team will present potential investments to the Investment Committee at quarterly meetings
where new investments will be approved and current investments reviewed. The investment committee is
comprised of experienced professionals from financial services, environmental services and municipal
management.
Post-investment, the CEO and management team will oversee project progress, ensure results are measured (e.g.
cart deployment, households reached and diversion tonnage), and provide updates to all investors. The Fund will
also act as a center of excellence by producing and sharing case studies.

Investor Advisory Board
The investor advisory board will be comprised of representatives of investors in the Fund. It will review projects on a
quarterly basis and provide feed back on projects, movements in industry and areas of opportunity to invest.

Timeline

2014

2014:
Complete fundraising

2015-2020

2015-2020:
Investment Period

2021-2025

2021-2025:
Principal and Interest
retuned to investors

MANAGEMENT AND GOVERNANCE

Contact Information
Ron Gonen

gonenrg@gmail.com

Rob Kaplan

robert.kaplan@walmart.com
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