California Integrated Waste Management Board

Board Meeting
March 20-21, 2001
AGENDA ITEM 6
ITEM

Consideration Of Approval Of The Recycling Market Development Revolving Loan Program Application For Summit Sales, Inc.

I.
SUMMARY 
This agenda item presents for approval the Summit Sales, Inc. (Summit) application to the Recycling Market Development Zone Revolving Loan Program (RMDZ).  Summit is requesting $400,000 to finance commercial real estate that they are currently leasing, and machinery and equipment.  The project is located at 7744 South Ingomar Road, Gustine, California, which is in the Merced County Regional Recycling Market Development Zone.

II.
PREVIOUS BOARD ACTION – N/A
III.
OPTIONS FOR THE BOARD 
The Board may:

1. Accept staff’s recommendation to approve the loan.

2. Modify staff’s recommendation to approve the loan.

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

IV.
STAFF RECOMMENDATION
Staff recommends that the Board approve the loan contained in Resolution Number 2001-67 to Summit Sales, Inc.

V.
ANALYSIS 
Project

Board Approved Eligibility Criteria- September 2000

Under the Board approved eligibility criteria, the company qualifies as a recycling project.  Within this facility Summit grinds post consumer PVC pipe and manufactures it into various sized pipe to be used in fiber optics products (both industrial and commercial construction) and PVC for vinyl decking and fencing.  

Feedstock Sources

Summit’s feedstock is post consumer plastic obtained from farms (reclaimed pipe from orchards and vineyards), construction companies, and various recyclers. Other feedstock is secondary plastic materials from plastic fabricating companies. The materials would normally be disposed in a California non-hazardous waste landfill.

Value Added Process

Summit’s process is to grind reclaimed PVC irrigation pipe into raw materials to manufacture it into various residential and commercial construction products including PVC decking, vinyl fencing and 3-4” finished pipe from 100% recycled material.  

End Users

Major customers include construction companies, residential building materials suppliers and agricultural businesses.

Diversion

	Diversion
	Current
	Projected Increase
	Total

	Tons per year
	1000
	5000
	6000

	Jobs
	20
	12
	32


Total Project Cost and Matching Funds

The total project cost is $639,300 of which the RMDZ loan program will fund $400,000 representing 63% of the total project cost.  The company will fund the remaining project cost of $239,300.  

Collateral

The RMDZ loan will be collateralized with a first trust deed on real estate, equipment being purchased, and other currently owned equipment to fully secure the loan.

Permitting & Enforcement Division- Interdivisional Review


Staff from the Board’s Permitting and Enforcement Division (P&E) has reviewed the project and reports that no solid waste permit is required.  The applicant has certified that the project complies with all local, state, and federal laws, regulations, requirements and rules, including the California Environmental Quality Act.

Diversion, Planning, and Local Assistance Division- Interdivisional Review

Staff from the Diversion, Planning & Local Assistance Division (DPLA) has reviewed the project and determined that the post consumer plastic feedstock is normally disposed in a landfill.

Loan Committee

Loan Program Staff has analyzed the loan application package including the financial statements and recommends that Loan Committee Members approve the application based on credit-worthiness, collateral and source of repayment.  The Loan Committee will meet on 

March 8, 2001 to consider staff’s analysis of the application and the credit-worthiness of the applicant.  The results of the Loan Committee meeting will be presented at the Board Meeting.

Summit Sales, Inc.

Robert Giles founded the company in 1981 for the purpose of sales and service of extruded products (pipe).  In 1994, the company began recycling plastic and raw materials into various extruded plastic products.  Business has always operated out of a seven-acre facility located in Gustine, California.  The company is a California ‘C’ Corporation with Mitch Giles (son of 

Robert Giles) now President and 100% stockholder.  Summit produces numerous extruded products for construction, Caltrans, manufacturing and marine applications.  Being located in one of the largest irrigated agricultural regions in the country gives Summit a substantial source for recyclable materials. 

Proposed RMDZ Loan Request

Summit has requested an RMDZ loan in the amount of $400,000.  Loan proceeds will allow the company to continue to increase sales of existing products while increasing their product offering and divert additional material from California Landfills.  Loan proceeds will be used for the following:  

· Commercial Real Estate of $200,000.  Purchase of existing 10,000 sq. ft. commercial building on seven-acres that Summit is currently leasing.  Purchase price is $225,000.  

· Equipment of $200,000.  This includes two used twin-screw extrusion machines.

Purchase of the commercial building is essential at this time in order to insure continued manufacturing capabilities and to increase sales and product lines.  This location gives Summit a unique and substantial source of recyclable materials.  Located in a rural area that is zoned for industrial applications, there is sufficient space and a transportation infrastructure (railroad sidings) to support significant expansion.  The proposed purchase of the two used twin-screw extruders will help meet the significant demand for their current and future pipe and fence products.  Because of past  production limitations (only two extruders currently), many opportunities to increase diversion have been lost.  Summit will be entering into agreements for the pre-production and production phases of new products for commercial and residential construction applications.  Conveniently, the new products can be run on existing equipment during the pre-production phase and converted over to the new equipment in the production phase.  The equipment Summit is purchasing allows for a 250% increase in manufacturing capability.  By grinding and mixing their own recycled plastics, Summit improves their ability to control costs and therefore pricing.  The increased use of recycled materials reduces Summit’s dependence on raw material suppliers and market fluctuations.

VI.
FUNDING INFORMATION

Amount Proposed to Fund Item: $400,000

Fund Source:
	X
	Recycling Market Development Revolving Loan Account  


VII.
ATTACHMENTS

1.
Resolution Number 2001-67

VIII.
CONTACTS

Name:  Bob Ditlevsen            





Phone:  (916) 341-6537







Page 6-3

