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Introduction

The Recycling Market Development Revolving Loan Program (RMDZ) provides low-interest loans to private businesses and not-for-profit organizations to increase diversion of non-hazardous solid waste from California landfills and to promote market demand for secondary and postconsumer materials.

The purpose of this document is to provide information on the Recycling Market Development Revolving Loan Program general eligibility.  The information contained herein is not intended to be all inclusive of the criteria used to evaluate loan applications.  

Applications are evaluated on an individual basis based upon the purpose, goals, and requirements of the Recycling Market Development Revolving Loan Program as set forth by law and regulation.  The evaluations must also be based on the recommendations of the Board’s Environmental Justice Program, once it is approved.  For information regarding the RMDZ loan program , please contact the California Integrated Waste Management Board (Board)'s loan program staff. 

General Eligibility

This general eligibility criteria applies to all RMDZ loans, regardless of the type of project. 

Where must the project be located?

The project, or if a mobile operation, the primary business location must be located within a Recycling Market Development Zone (RMDZ).

How much can this program lend?

The program can fund a maximum of 75% of costs directly attributed to an eligible project up to a maximum of $2 million whichever is less.  

Who can apply?

Eligible applicants can include businesses and not-for-profit organizations. 

Eligible Projects

Eligible projects must result in the diversion of solid waste from California landfills.  See separate document titled “Project Eligibility Criteria.”
What can the funds be used for?

Businesses and non-profit organizations can use the funds(a) for
· Machinery and equipment, 

· Working capital, 

· Real estate purchase (b) (maximum of $500,000), 

· Leasehold improvements (b), and 

· Refinancing of onerous debt that results in increased diversion, and 

· Funds can also be used for financing loan-closing points.

(a) RMDZ loan recipients will be required to report the amount of loan proceeds used to purchase any of the 13 SABRC product categories.  Board staff will assist the loan recipients with identifying and locating recycled content products and provides them the forms necessary to track and report the products purchased or materials used with RMDZ loan funds.  

(b) Loans made to finance the purchase of commercial real estate and/or to make necessary real-estate improvements will require the application of sustainable building practices.  At least 25% of the loan funds approved for improvements to property would have to be applied toward those costs involving sustainable building products and services.  This would apply only to the portion of the loan funds used for improvements.  Examples include the use of recycled paints, carpets, cubicles, and rubberized asphalt.  The installation of energy efficient lighting, heating and cooling systems, water conserving and shade producing landscape would be applicable.  Borrowers are required to provide invoices showing the amount that 25% was purchased and the types of products and services purchased.

Can residential real estate be used as collateral? 

Effective October 20, 1999, residential real estate is not to be taken as collateral for an RMDZ loan.
What is the cost of loan closing points?
The cost of loan closing points shall be ½ percent, collected at the time loan funds are disbursed into escrow.  RMDZ loan proceeds may be used to pay the points. 

What is the loan application fee?
The loan application fee is $300, due and payable upon the Board’s receipt of an RMDZ loan application.  
What is the interest rate? 
The interest rate is Surplus Money Index Fund (SMIF) + X = National Prime Rate, where X equals the difference between SMIF and the Prime Rate, with a minimum floor of SMIF.  The rate will be fixed for the term of each loan.  The Board will announce the interest rates semiannually in January and July.  
When are Personal Guarantees required?

A personal guarantee is required from any person, or business, owning 20% or more of the applicant business.  Key management person(s) may be required to personally guarantee the loan regardless of their percentage of ownership.  This would occur when it is determined the manager(s) has a significant control over the business, the manager is necessary for the success of the business, or when due to a weakness in the credit.

The ownership of the company will be examined to determine if parties are affiliated.  If the combined ownership of affiliated parties is 20% or more, a guarantee may be required from the affiliated owners.  This practice would ge discretionary and used when necessary due to significant related party transactions or to address a weakness in the credit. 

A secure guarantee may be required when the applicant business cannot provide sufficient business assets to adequately collateralize the loan.

A Letter of Credit may be substituted for a personal guarantee, upon approval of the Loan Committee. 

How are loan funds disbursed?

All approved loans are funded through an escrow account.  Funds are disbursed upon Board staff approval of the borrower’s submission of purchase orders or paid invoices with cancelled checks, or other similar documentation, that directly relate to the identified project.  Borrowers are also required to provide evidence of the project matching funds requirement and expenditure. 

Loan Documentation

Loans collateralized by real estate: 

· Appraisals and Title Policies are required when real estate is taken as collateral.

Loans collateralized by equipment:

· Appraisals are required when the companies existing equipment is taken as collateral and/or when loan funds are used to build or modify equipment.

Annual Diversion Survey

Borrowers are required to report annually the material type and tonnage being diverted from California landfills.

Public Infrastructure and Capital Improvements

 Should a local jurisdiction need financing, Board staff will refer them to other state programs and provide some assistance in applying for those funds.  

(See separate agenda item on Project Eligibility Criteria
