California Integrated Waste Management Board

Board Meeting
August 12-13, 2003
AGENDA ITEM 5
ITEM

Consideration Of The Recycling Market Development Revolving Loan Program Application For U.S. Rubber Recycling, Inc.

I.
ISSUE/PROBLEM STATEMENT

This agenda item presents for consideration the U.S. Rubber Recycling, Inc. application to the Recycling Market Development Revolving Loan Program (RMDZ Loan).  U.S. Rubber Recycling, Inc. is requesting a $562,500 loan to purchase equipment and provide working capital for their new recycling project.  The project will be located in Riverside, California within the Agua Mansa Recycling Market Development Zone.

II.
ITEM HISTORY

· The Board previously approved a grant under their Technology Commercialization Grant Program in FY 1999/ 2000 in the amount of $100,000 to purchase equipment to begin diversion of rubber tires from California landfills.

· On February 19, 2002, the Board approved a RMDZ Loan in the amount of $700,000 to U.S. Rubber Recycling, Inc. to purchase equipment and provide working capital to manufacture rubber sports and commercial flooring.  The loan is being repaid as agreed.

III.
OPTIONS FOR THE BOARD

1. Approve the RMDZ Loan application for U.S. Rubber Recycling, Inc.

2. Approve with revisions the RMDZ Loan application for U.S. Rubber Recycling, Inc.

3. Take no action and provide staff with further direction.

IV.
STAFF RECOMMENDATION

Staff recommends that the Board approve Option No. 1 and adopt Resolution Number 2003-411 to approve a RMDZ Loan to U.S. Rubber Recycling, Inc. in the amount of $562,500.

V.
ANALYSIS

A.
Key Issues and Findings

Company Background

· U.S. Rubber Recycling, Inc. (USRR) was founded as an S corporation in 1986 by Richard L. Snyder, David Starr, and Robert Krup.  It was originally sited in Rancho Cucamonga, California but relocated in 2002 to its present location in Riverside, California.  The company specializes in the manufacture of flooring products made from recycled tire rubber.  The products are marketed to the flooring industry for commercial applications and to the sporting industry for use in running tracks, and athletic playing surfaces.

Board Approved Eligibility Criteria – September 2001
· Under the Board approved eligibility criteria, the company qualifies as a recycling project that uses post consumer or secondary materials to produce a valued-added finished product or provide necessary intermediate processing of a recycled/recovered material.  U.S. Rubber Recycling, Inc. utilizes crumb rubber from recycled tires to manufacture flooring products and synthetic turf underlayment.  
Feedstock Sources
· Several local tire recyclers will provide crumb rubber from recycled tires for this project.

Value-Added Product

· The primary products will be flooring and synthetic turf underlayment.

Proposed RMDZ Loan Request

· U.S. Rubber Recycling, Inc. has requested a RMDZ loan in the amount of $562,500 to fund a new product line.  Loan proceeds of $400,000 will be used to purchase and install equipment consisting of a peeler and add-ons, cylinders, and a testing lab. Working capital of $162,500 will be used as working capital for sales and marketing, and inventory.  The matching funds of $187,500 for the working capital will be from owner’s contribution.  The new product line is designed to be used as underlayment primarily for athletic playing surfaces.  It is a resilient and porous product made from recycled tires to be placed under artificial turf such as that found in a football stadium.

Interdivisional Reviews

· Permitting and Enforcement Division (P&E) has reviewed the project and determined that a solid waste permit is not required.

· Diversion, Planning, and Local Assistance Division (DPLA) has reviewed the project and has determined that the materials to be processed by U.S. Rubber Recycling, Inc. is normally disposed of in a landfill.

· U.S. Rubber Recycling, Inc. has certified that the project complies with all local and federal laws, regulations, requirements and rules, including CEQA.

Loan Committee

· Loan Committee will meet on August 7, 2003 to consider Staff’s analysis of U.S. Rubber Recycling, Inc.’s loan application, and their ability to repay and collateralize the loan.  
· The results will be presented at the August 12-13, 2003 Board Meeting. 
B.
Environmental Issues

a. A conditional use permit is not required because the property is zoned M-2.

b. The project site will be located at 2225 Via Cerro, Unit B, Riverside, California.

c. Staff is not aware of any cross-media issues directly related to this project. 

C.
Program/Long Term Impacts

· Based on information in the jurisdiction’s Source Reduction And Recycling Element (SRRE), rubber tires that will be used as feedstock for this project is normally disposed of in landfills.

· This project will process an additional 1,000 tons per year of crumb rubber from waste tires.

· The primary product produced by this project will be synthetic turf underlayment to be used by private and public entities that utilize playgrounds, running tracks, athletic surfacing systems.

· This project will make an impact on diversion of rubber tires from the waste stream thereby assisting a local jurisdiction’s compliance with AB 939.

D.
Stakeholder Impacts

· The Riverside local economic development agency recycling coordinator, zone administrator and the local jurisdiction are the key stakeholders for this project. 

· This new project will divert an additional 1,000 tons of waste tire rubber. 

· It is projected that 7 to 10 new jobs will be created as a result of this loan. 

E.
Fiscal Impacts

· Public Resources Code, Section 42023.1, provides the authority that funds this item.

· The amount of funds allocated from the Tire Fund to the RMDZ Loan Program is $1.5 million for fiscal year 2003-04.

F.
Legal Issues

· Based on information available, staff is not aware of any significant legal issues related to this project.

G.
Environmental Justice

The U.S. Census Bureau 2000 depicts for Census Tract 401, Riverside County, California the following:

· Demographics

28.3%

White

58.4%

Hispanic or Latino

  9.8%

Black or African American

  0.4% 

American Indian & Alaska Native

  1.3%

Asian 

  0.2%

Native Hawaiian and Other Pacific Islander

  1.4%

Two or more races

  0.2%

Other

· Economic Profile

$43,132
Median household income

$12,355
Per capita income

      19.3%
Persons living below poverty

Project Site Information

· Site location is 2225 Via Cerro, Unit B, Riverside, California.

H.
2001 Strategic Plan

This item supports the Board’s 2001 Strategic Plan as follows: 

· Goal 2, Objective 2, Strategy B: Process low interest loans for companies that either convert non-hazardous solid waste into a recycled raw material or use a recycled raw material to ultimately produce a recycled-content product.  
· Goal 3, Objective 2, Strategy A: Promotes economic development in underserved areas.
· Goal 6, Objective 1, Strategy B: Promotes the Board’s environmental justice policies into program eligibility. 

· Goal 7, Objective 2, Strategy B: Program staff works with business in local jurisdictions to increase diversion of materials from landfills.  Recycling equipment purchased with loan funds is state-of-the-art or designed and invented or modified by the borrower.  Borrowers try to close the loop in their manufacturing processes to decrease or eliminate waste. 

VI.
FUNDING INFORMATION

	1. Fund Source
	2. Amount Available
	3. Amount to Fund Item
	4. Remaining Amount
	5. Line Item

	Tire Fund
	$1,500,000 
	 
	 
	 

	US Rubber Recycling, Inc. 
	 
	($562,500)
	 
	Direct Loan

	Other loans being presented at the August 12-13, 2003 Board Meeting
	 
	($937,500)
	 
	Direct Loan

	Total
	$1,500,000 
	($1,500,000)
	$0 
	 


*If there is no State Budget, this loan may be funded by the RMDZ Loan Subaccount.

VII.
ATTACHMENTS

1. 
Resolution Number 2003-411

VIII.
STAFF RESPONSIBLE FOR ITEM PREPARATION

A.
Program Staff:  Don Tsukimura
Phone:  (916) 341-6536

B.
Legal Staff:  Michael Bledsoe
Phone:  (916) 341-6058

C.
Administration Staff:  N/A
Phone:  

IX.
WRITTEN SUPPORT AND/OR OPPOSITION 

A.
Support

The Zone Administrator for the Agua Mansa Recycling Market Development Zone has provided input and support for this project.

B.
Opposition

Staff has not received any written opposition at the time this item was submitted for publication.
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