California Integrated Waste Management Board

Board Meeting
August 14, 2007
AGENDA ITEM 13
ITEM

Consideration Of The Recycling Market Development Revolving Loan Program Application For P G Films, LLC (Recycling Market Development Revolving Loan Subaccount, FY 2007/08)

I.
ISSUE/PROBLEM STATEMENT
This agenda item presents for consideration the P G Films, LLC (P G Films) application to the Recycling Market Development Revolving Loan Program (RMDZ Loan).  P G Films is requesting a $2,000,000 RMDZ loan to finance the purchase of machinery and equipment for recycling plastic stretch and shrink film waste into plastic pellets.  The proposed RMDZ loan is projected to assist in increasing the diversion of post-consumer and post industrial plastic film from the landfill by 4,750 tons per year and create 25 new jobs.  The project is located in Otay Mesa, California within the South San Diego Recycling Market Development Zone.

II.
ITEM HISTORY

None.
III.
OPTIONS FOR THE BOARD

1. Approve the RMDZ Loan application for P G Films, LLC.

2. Approve with revisions the RMDZ Loan application for P G Films, LLC.

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

IV.
STAFF RECOMMENDATION

Staff recommends that the California Integrated Waste Management Board (Board) approve Option No. 1 and adopt Resolution Number 2007-175 to approve a RMDZ Loan to P G Films, LLC in the amount of $2,000,000. 

V.
ANALYSIS

A.
Key Issues and Findings

Company Background

· P G Films was formed as a limited liability company on August 3, 2005 and is registered with the Office of the Secretary of State, California.
· Members of the LLC are Miguel Angel Peredo Luna, President, with a 5% ownership, his spouse, Maria de Los Angeles Luna Gale, with 90% ownership and Vicente Dominguez Athie.  Mr. Athie has a 5% ownership interest, but is not active in the company.
· The Peredo family owns a stretch and shrink film manufacturing business in Queretaro, Mexico which operates under the name of Grupo Cuadro SA de CV.  Grupo Cuadro began operation in 2003 and has grown to become one of the three largest stretch and shrink film manufacturers in Mexico.  
(over)

· P G Films is currently active in the U.S. primarily as a sales agent for Grupo Cuadro and in the process has established its own customer base.

· Due to increasing demand for stretch and shrink film in the U.S. and Canada and the inability of the Mexican operation to meet customer needs, Mr. Peredo decided to open a stretch and shrink film plant in the U.S.
· P G Films first contacted the Board’s Recycling Business Development staff in April 2006 inquiring about the RMDZ loan program, as the company wanted to set up a recycling facility in addition to the film manufacturing plant in California.

· In December 2006, P G Films acquired a nine acre industrial property in Otay Mesa, San Diego.  The facility includes a 75,000 sq. ft. building for manufacturing and warehouse space, and 15,000 sq. ft. of office space to accommodate administrative staff.

· Funding for the building and equipment for three production lines to manufacture the shrink wrap is being provided by the Southland Economic Development Corporation and La Jolla Bank.  This does not include the recycling plant, which is being funded by this RMDZ loan request.
· The equipment being purchased through this RMDZ loan request will provide the company with the ability to process and reuse its manufacturing waste as well as outside sources of post-consumer and post-industrial shrink film waste material.
· The company anticipates the Otay Mesa plant will start production by September 2007 with the recycling equipment in place by October.  

Project

· P G Films is requesting a $2,000,000 RMDZ loan to purchase equipment to recycle plastic stretch and shrink film waste into plastic pellets.  These pellets will then be mixed with virgin material to produce new stretch and shrink film with up to 40% recycled-content.
· The total cost of the recycling project is estimated at $2,698,000, including a shredder at $598,000 and pelletizing equipment for $2,100,000.  The latter consists of a feeder, belt conveyor, heat process, hot die face cutting granulator, screens, cutter, dryer, cooling system and a pelletizer.
· The proposed RMDZ funding represents 74% of the project cost and the matching funds of $698,000 are being provided by P G Films.  
· The company is anticipating that they will process approximately 4,750 tons of post-consumer and post-industrial material from both the waste from the production process and purchased low density polyethylene (LDPE) and linear low density polyethylene (LLDPE) stretch and shrink film waste.     

Board Approved Eligibility Criteria

· The project qualifies as a recycling project.  The project uses post-consumer and post-industrial LDPE and LLDPE plastic film waste to produce a value added finished product (recycled plastic pellets).  Staff has reviewed the borrower’s application and operations and found that they are consistent with the Board’s criteria for project eligibility.
Feedstock Material Sources

· Plastic waste generated by the plant’s own production.

· Material recovery facilities (MRFs) and brokers who collect the material from warehouses, bedding manufacturers and automobile dealers.

Value-Added Product

· The film waste is cut, mixed, heated, and predensified.  The material is then fed into the extruder where it is pelletized.
· The resulting pellets are mixed with virgin pellets and are used as feedstock for the manufacture of stretch and shrink film.
· Stretch and shrink film are packaged in rolls of up to 6,500 ft. in length, each weighing up to 40 pounds.  

Buyers
· Vertically integrated manufacturing companies that use automated packaging systems for packaging the products in bundled cartons.
· Warehouses and distributors that use manual labor for packaging and shipping purposes such as wrapping an entire pallet load.
Diversion & Jobs:

	Diversion
	Current
	Projected Increase
	Total

	Tons Per Year
	0
	4,750
	4,750

	Jobs
	0
	25
	25


Interdivisional Reviews

· Staff from the Board’s Permitting and LEA Support Division has reviewed the project and reports that no Solid Waste Facility Permit is required.  However, the business may be regulated by the Local Enforcement Agency for compliance under the three part test.  P G Films needs to source its material from an entity where the material has already been pre-sorted; the waste residual is less than 10%, and the putrescible waste limit is less than 1%.
· Staff from the Board’s Local Assistance and Market Development Division has reviewed the project and has determined that the materials to be processed are normally disposed of in a landfill.
Loan Committee

· Loan Committee will meet on August 2, 2007 to consider staff’s analysis of 
P G Films’ loan application and their ability to repay and collateralize the loan.
· The results will be presented at the August 8, 2007 Market Development and Sustainability Committee meeting.
B.
Environmental Issues

· The project is located at 1840 Dornoch Court, Otay Mesa, CA 92154 and is close to the Mexico-US border.  The San Ysidoro Port of Entry is approximately 8.6 miles from the site.

· The property is leased from Mr. Peredo on a 25-year lease beginning January 1, 2007.

· P G Films has certified that the project complies with all local, state and federal laws, regulations, requirements and rules, including California Environmental Quality Act (CEQA).

C.
Program/Long Term Impacts

· Based on information in the jurisdiction’s Source Reduction and Recycling Element (SRRE), film waste that will be used as feedstock for this project is normally disposed of in landfills.
· This project will process 4,750 tons per year of post-industrial and post-consumer film waste and will contribute to the diversion of that material from the waste stream thereby assisting the local jurisdiction’s compliance with the disposal reduction mandate under the Integrated Waste Management Act, Assembly Bill (AB) 939.
· This project will assist in the implementation of the Board’s 2007 Strategic Directives #6 by providing an RMDZ loan to a company that uses a priority material (plastic) that is identified in the Market Assessment Action Plan. 
D.
Stakeholder Impacts

· The South San Diego recycling coordinator, zone administrator and the local jurisdictions are the key stakeholders for this project.
E.
Fiscal Impacts

· Public Resources Code, Section 42023.1 provides the authority that funds this item.
· This item is funded by the Recycling Market Development Revolving Loan Program Subaccount.   
F.
Legal Issues

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

Based on the available information, staff is unaware of any environmental justice issues related to this project.

VI.
FUNDING INFORMATION

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

	RMDZ Loan Subaccount

(FY 2007/08)
	$15,329,222                                                                                                                                                                                                                                                               
	$2,000,000
	$13,329,222
	Direct Loan


VII.
ATTACHMENTS

1.
Resolution Number 2007-175


VIII.
STAFF RESPONSIBLE FOR ITEM PREPARATION

A.
Program Staff:
Govindan Viswanathan

Phone:  (916) 341-6541
B.
Legal Staff:
Shelly Bromberg
                        Phone:  (916) 341-6076
C.
Administration Staff:  Kelly Tyack
Phone:  (916) 341-6095
IX.
WRITTEN SUPPORT AND/OR OPPOSITION 

A.
Support

The Zone Administrator for the South San Diego 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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