California Integrated Waste Management Board

Board Meeting
January 17, 2006
AGENDA ITEM 11
ITEM

Consideration Of Applicant Eligibility And Evaluation Process For The Tire-Derived Product Business Assistance Program, FYs 2005/2006 And 2006/2007 (Tire Recycling Management Fund)

I.
ISSUE/PROBLEM STATEMENT
This Item presents the proposed eligibility, funding award levels, process, and performance evaluation measurements for the Tire-Derived Product Business Assistance Program (BAP).

The Rubber Manufacturers Association and many industry leaders believe that the national market for molded products, sport surfacing, animal bedding, and other tire-derived products are expected to increase over the next two years.  Furthermore, Chapter 709, Statutes of 2005 (Assembly Bill 338, Levine) requires the California Department of Transportation to increase the use of crumb rubber in rubberized asphalt concrete (RAC) on state highway construction and repair projects.  Additionally, the California Integrated Waste Management Board’s (Board) Recycled Content Materials Marketing contract with Ogilvy Public Relations Worldwide is expected to increase local jurisdiction demand for tire-derived products and RAC.  An increased market for tire-derived products will require a strong manufacturing sector to meet this expanding demand.
The tire recycling and tire-derived product manufacturing industry has undergone many changes in the past few years and in some respects is in a fragile condition.  Without assistance to improve business operations and cost efficiencies, many businesses may not survive or be able to capitalize on increasing market opportunities.  The BAP is designed to strengthen businesses to take advantage of market opportunities and increase diversion of California generated waste tires.
II.
ITEM HISTORY

At its May 11, 2005 meeting, the Board adopted the Five-Year Plan for Waste Tire Recycling Management Program – 3rd Edition Covering Fiscal Years 2005/06 – 2009/10 (Five-Year Plan).  The Five-Year Plan describes the BAP and the Tire-Derived Products Testing and Certification Program (TCP).  The Five-Year Plan also allocates $1,500,000 and $1,750,000 for the BAP and $300,000 for the TCP each year for Fiscal Years (FYs) 2005/2006 and 2006/2007, respectively.
At its August 17, 2005 meeting, the Board approved the Scope of Work (SOW) for a Contract to provide technical and consulting services contemplated by the BAP.  In order to improve efficiencies and reduce administrative costs, the approved SOW included the activities of the TCP into the BAP and funding from FYs 2005/2006 and 2006/2007.
The BAP has been discussed and developed through input received at five public stakeholder meetings between May and December 2005.  Staff believes that there is consensus support among participating stakeholders regarding the BAP.

III.
OPTIONS FOR THE BOARD

1. Approve the proposed eligibility, funding award levels, process, and performance evaluation measurements for the Tire-Derived Product Business Assistance Program and adopt Resolution Number 2006-11.
2. Direct staff to make specific revisions to the proposed eligibility, funding award levels, process, and performance evaluation measurements for the Tire-Derived Product Business Assistance Program and adopt Resolution Number 2006-11.
3. Disapprove the proposed eligibility, funding award levels, process, and performance evaluation measurements for the Tire-Derived Product Business Assistance Program and direct staff regarding further action.

IV.
STAFF RECOMMENDATION

Staff recommends approval of Option 1: approve the proposed eligibility, funding award levels, process, and performance evaluation measurements for the Tire-Derived Product Business Assistance Program and adopt Resolution Number 2006-11.
V.
ANALYSIS

A.
Key Issues and Findings

During development of the Five-Year Plan, stakeholders and Board members indicated the need for a new program to assist tire-derived product (TDP) businesses.  The resulting BAP satisfies the needs of external stakeholders and addresses several programmatic and administrative issues.
Overview
The BAP has two primary components, (1) a grant agreement with individual businesses to memorialize the requirements on the business receiving assistance from the Contractor and/or purchasing equipment, and (2) a contract with a consultant or team (Contractor) to provide technical assistance.  The Contractor will also provide services that benefit specific sectors or the industry as a whole.  Board consideration of approval of the contract and selection of a Contractor is anticipated in February 2006.  The Notice of Funds Availability is expected to be released immediately following the Board’s approval of the contract and selection of Contractor.  Board consideration of the approval of assistance awards to businesses is anticipated in May 2006. 
This BAP replaces the Tire Product Commercialization and Applied Technologies Grant Program.  Below are some of the key differences:
This BAP has a different approach and goal.  All too often, business management spends their time working in their business, not on it.  This BAP seeks to improve the operational and cost efficiencies of TDP businesses by providing technical and consultative assistance rather than only provide for the purchase of equipment.  It also seeks to expand market demand by emphasizing the development of new products from existing businesses and/or the production of an existing product with recycled California tire rubber rather than virgin material.  Staff anticipates that 67 percent to 75 percent of the available monies will provided through Contractor-provided assistance.  Staff estimates that 37 businesses will be provided assistance by the BAP during the 30-month contract term. 
The BAP has a simplified application and evaluation process for businesses.  The application will contain business background material such as financial statements, business and marketing plans, product development/conversion plans, tire diversion documentation, etc.  Applicants must also demonstrate an existing or documented commitment to an operational presence in California.  Application evaluation will be based on program eligibility, rather than points based on general and program criteria or a geographic distribution of funds.
Funding recommendations and prioritization will be based on documented diversion of California generated waste tires in the previous calendar year.  Thresholds for assistance amounts differ depending on business operation (250,000 PTE1 for molded, extruded or other products; 500,000 PTE for crumb rubber production; or 1,000,000 PTE for civil engineering applications).  A greater amount per PTE (see Funding Award Level) will be recommended for those businesses expanding the market by introduction of a new product or converting to using recycled California rubber rather than a virgin material.  
If requests exceed available monies, applications will be prioritized based on diversion of PTEs in the previous calendar year (or estimated amount in the case of a new product or conversion to using recycled California rubber).  The prioritization is subject to a maximum allocation of 30 percent for businesses in the startup, small, custom manufacturer, and non-production categories.  Consideration of funding recommendations will be the subject of a future Agenda Item.
Administration of the BAP will be different with greater involvement of Board staff in assessing businesses and more effective use of California Tire Recycling Management Fund (Tire Fund) monies.  BAP performance will be evaluated by comparing baseline business information (sales, profits, and tire diversion) to future results.  To protect confidential company information, only aggregated information will be made public.
Eligible Applicants

Eligible applicants are for-profit California-based TDP businesses and those for-profit businesses domiciled in other states but with an existing or demonstrated commitment to an operational presence in California.  Eligible applicants must produce in California, or demonstrate commitment to produce, products made from recycled 100 percent California generated waste tires.
Subsidiary and/or affiliated businesses may apply for an initial assessment (limited to two entities per fiscal year period), and are limited to a maximum combined assistance of $175,000 per year for all related entities.  A business is considered an “affiliated business” if it has at least one owner with a 20 percent or greater interest in another applicant business.

____________________________________________________________________

1.  PTE means Passenger Tire Equivalent and equates to 12 pounds of crumb rubber or 20 pounds of tire shreds or chips from California generated tires.  If a tire-derived product (TDP) contains less than 30 percent (by weight) of the original fiber and steel that was in the whole tire, then use 12 pounds to calculate the number of PTEs.  If a TDP contains 30 percent or more (by weight) of the original fiber and steel that was in the whole tire, then use 20 pounds to calculate the number of PTEs.  The PTE number used for this Program relates to the number of PTEs sold or used internally by the business and sold in an intermediate or final product in the immediately preceding calendar year.  For the purposes of calculating the PTEs, the term “sold” includes products for which revenue is received or a fee paid for transfer.
Ineligible Applicants/Activities
· Businesses that perform waste tire incineration, pyrolysis, gasification and/or liquefaction.

· Waste tire collectors and/or haulers, also the tire collection and/or hauling portion of other businesses.

· Businesses, or that portion of business’ operation, that shred or chip tires for use as Alternative Daily Cover (ADC) or Tire-Derived Fuel (TDF).

· Entities that perform only research and testing and are not in business to produce and/or sell products.

· Wholesalers and/or distributors, however they may benefit from assistance provided to eligible businesses.
· De novo businesses (from concept stage to less than six months of actual operation/sales).*

· Micro businesses (businesses that produce and sell less than 5,000 PTE in the previous 12 months).* 

* These businesses will be directed to appropriate technical resources, such as: US Small Business Development Centers, local Economic Development Corporations, Inventor Alliances, and other similar providers of valuable training and resources to entrepreneurs.
Funding Award Level
The maximum award amount is determined by the business category and PTEs diverted in the previous calendar year (see chart below).  The Board will require the business to provide supporting documentation for the number of PTEs diverted.  If the number of PTEs is overstated by more than 15 percent, it will be deemed a substantial and material overstatement and will result in disqualification of the application, and potentially any future grants from the Board, for a period of three years.
A maximum of 30 percent of the annual assistance funding, subject to a maximum of $50,000 per business, will be available for businesses in the startup, small, custom manufacturer, and non-production categories.
	Business Category
	Business Life
	PTE in Previous 12 Months
	Award Based on $x per PTE
	Maximum Award

	Start up
	Between 6 months and 3 years
	At least 5,000
	$1.50
	$50,000

	Small
	3 years or more
	Less than 250,000*
	$1.50
	$50,000

	Custom Manufacturer1
	3 years or more
	At least 5,000
	$.75
	$50,000

	Non-production2
	3 years or more
	At least 5,000
	$.75
	$50,000

	Existing
	3 years or more
	Equal to or more than 250,000*
	$.50
	$175,000

	Expanding3
	3 years or more
	At least 5,000
	$5.00
	$175,000

	Conversion4
	3 years or more
	At least 5,000
	$5.00
	$175,000


*     250,000 PTE for molded, extruded or other products; 500,000 PTE crumb rubber (less than ¼ inch) or coarse rubber (¼ inch to 1 inch for markets other than TDF or Civil Engineering) production; or 1,000,000 PTE for civil engineering applications.  

1. Custom manufacturer (manufacturers products for other businesses)

2. Non-production businesses (contracts out for production but markets and sells its product).

3. Expanding businesses (a.  An existing manufacturer that wants to develop/introduce a new product, or b.  In a related business but expanding into producing tire-derived products.  Examples include the vertical expansion of a tire collector or a shredder/processor into producing a final product such as mulch, mats, tire-derived aggregate, etc.)

4. Conversion to recycled rubber (currently manufacturing a product with virgin material and intends to convert to using recycled California rubber).

In the case of expanding businesses or those converting to recycled California rubber, the PTE estimate shall be the consensus of the Contractor, Contract Manager, and business representative.
An exception will be allowed for those businesses that have either been awarded a Product Commercialization Grant or been approved for a Recycling Market Development Zone loan within the last three years and are still in the de novo or micro business category.  Those businesses will participate in the General Business Needs Assessment (GBNA) where the Contractor, Contractor Manager, and business representative will determine their assistance needs, subject to the maximum award for a small business of $50,000.
There is no match requirement.  However, it is expected that BAP monies supplement, not supplant, existing business efforts.

Process
There will be one application period early in 2006 for the 2005/2006 fiscal year.  In subsequent fiscal years, the BAP will process applications on a quarterly basis with available funding awarded on a first-come first-served basis for eligible businesses.  The amount of assistance provided to eligible businesses will be based on available funding ($1,800,000 for 2005/2006 and $2,050,000 for 2006/2007), historical tire diversion, business category, and other factors approved by the Board.  Businesses may be awarded assistance once during each 12 month period.

Application and Evaluation
This consists of submission of the application, evaluation of a business, and preparation of general business assessment.  A business will submit an application (including company information such as financial information, business and marketing plans, etc.) to the Board.  Applications that do not contain the required information shall be considered incomplete and will be disqualified.

Board staff will determine whether the applicant business is eligible and meets the threshold criteria approved by the Board.  Staff from the Waste Tire Management Branch and the Recycling Market Development Zone Program will review and analyze the information, visit the business location, and meet with the owner/management.  The Contractor will visit business locations and meet with the applicant’s management as appropriate and in a manner to minimize costs.

Appropriate information will be shared with the Contractor and, if agreed to by the business’ representative, a volunteer industry expert.  These participants (business representative, Board staff, and Contractor) will evaluate the business’ situation and market opportunities and identify (and prioritize) assistance and equipment that may benefit the business.  The Contractor will prepare a GBNA detailing the identified assistance and any equipment needs with associated cost estimates.  It is anticipated that assistance from the Contractor, as opposed to equipment, will comprise the vast majority of items identified in the GBNA..
Examples of assistance include, but are not limited to:
· General Business Assistance (business plan development or modification, human resource issues, inventory management/control [including just-in-time inventory systems], asset management, appropriate business structure, appropriate or optimal financial structure, accounting systems and controls, website development or modification, etc.).
· Technical Assistance (efficient plant design, manufacturing process improvement or optimization, optimizing specific equipment performance, increasing the amount/percentage of recycled material, converting to recycled material from virgin material, etc.).
· Marketing Assistance (marketing plan development or modification, product pricing, product promotion, product packaging, distribution systems, cooperative marketing, ad placement, trade shows, etc.).
· Product Testing and Certification (testing products to satisfy the marketplace requirements of the public and private sectors).
At its May, 2006 meeting, the Contract Manager will request Board approval for the amount of assistance to be provided and equipment needs consistent with GBNA.  
If Requests Exceed Available Funds
If requests exceed available monies, applicant businesses will be ranked by the number of PTE and will be approved in descending order (starting with the greatest number of tires diverted), subject to the 30 percent maximum allocation for businesses in the startup, small, custom manufacturer, and non-production categories.
Assistance

Assistance will be provided to businesses in a manner and timing consistent with the needs of the business and an effort to minimize overall contract costs.  After considering recommendations from the business and Contractor, the Contract Manager will have final authority regarding determining what assistance will be authorized and the equipment to be purchased.
The Contract Manager will direct the Contractor to provide assistance to the businesses through the use of a Work Order.  The Contractor will provide the assistance within 18 months from Board approval of the business’ award.  The Contract Manager reserves the right to have the Contractor to provide priority service to a specific business if there is an urgent business need.
After receiving the Contract Manager’s approval, identified equipment will be purchased by the business or Contractor, depending on the GBNA and individual circumstances, at the earliest opportunity consistent with business needs and assistance being provided.  Funding for equipment will be on a reimbursement basis and subject to a Uniform Commercial Code filing.

The Contractor may also provide services that benefit an identified sector or the industry as a whole.  Such services may include, but are not limited to, testing of materials or products, development of a coordinated marketing approach and/or “branding” of products from California recycled tires, web site coordination, obtaining third-party testimonials regarding the benefits of tire-derived products, marketing assistance for the BAP, etc.
Reporting

The Contractor will provide monthly reports covering business assistance activity.  The Contractor will also provide annual reports and/or presentations to the Board and/or any of its Committees containing such information as determined by the Contract Manager and in a format consistent with Board guidelines.  The information provided in these reports will, at a minimum, identify the types and results of the assistance provided, including aggregated sales and PTE diversion information.
Businesses will provide annual information on PTE and key financial information to the Board for five years after the assistance is provided.  Company information will be collected by Tire Program staff, aggregated, and released in a manner so as not to reveal confidential business information.
Performance Evaluation
Businesses will provide annual information on PTE and key financial information to the Board for five years after the assistance is provided.  This information will be measured against baseline information from the application.  Company information will be collected by Tire Product Promotion and Assistance staff, aggregated and released in a manner so as not to reveal confidential company information.  The increase in diversion of PTEs, increase in sales and other key information will be the measurement of the BAP’s effectiveness.
B.
Environmental Issues

The BAP is designed to increase demand for TDP by improving the productivity and cost efficiencies of TDP businesses.  This will result in increased diversion of tires from landfills.  The BAP is also consistent with the December 8, 2005 Climate Action Team Report to the Governor and the Legislature.  That report, among other things, identified various strategies to meet California’s environmental emission targets.  One of those strategies was “zero waste” by achieving a high level of recycling.

C.
Program/Long Term Impacts

The BAP will improve the productivity and cost efficiencies of individual TDP businesses and provide services that benefit specific sectors or the industry as a whole.  This should improve the stability of individual businesses and reduce the reliance on Board funding for specific TDP purchases, thereby freeing monies for other tire program priorities.
D.
Stakeholder Impacts

The BAP will strengthen both individual businesses and the overall industry by improving a business’ efficiency and capacity.  This would enable businesses to pursue market opportunities and improve their ability to weather economic uncertainties.
E.
Fiscal Impacts

The Board receives an annual appropriation from the Tire Fund to administer the California Tire Recycling Act (Vuich, Statutes of 1990, Chapter 35).  Senate Bill 876 (Escutia, Statutes of 2000, Chapter 838) authorizes the Board to allocate monies from the Tire Fund consistent with the Five-Year Plan.  The Five-Year Plan allocated a total of $3,850,000 for the BAP and TCP for FYs 2005/2006 and 2006/2007.
F.
Legal Issues

Staff is not aware of any legal issues related to this Item.
G.
Environmental Justice

All Grantees are subject to the principles of Environmental Justice as defined in Public Resource Code Section 72000.
H.
2001 Strategic Plan

Goal 1:  Increase participation in resource conservation, integrated waste management, waste prevention, and product stewardship to reduce waste and create a sustainable infrastructure.
Objective 1:  Promote environmentally sound and financially viable waste prevention and materials management practices among all actors in the life cycle of products and services.

Goal 2:  Assist in the creation and expansion of sustainable markets to support diversion efforts and ensure that diverted materials return to the economic mainstream.

Objective 2:  Encourage the use of materials diverted from California landfills and the use of environmentally preferable practices, products, and technologies.

VI.
FUNDING INFORMATION

This Item does not seek funding approval and the information below is for reference purposes.  Staff will present a future Agenda Item for the Board’s consideration of approval of a Contractor and award of contract to provide the technical and consultation services for the BAP.  That contract consideration Item will seek funding approval.
	1.
Fund Source
	2.
Amount Available
	3.
Amount to Fund Item
	4.
Amount Remaining
	5.
Line Item

	Tire Recycling Management Fund FY 2005/2006
	$1,800,000
	$ N/A
	$ N/A
	Consulting and Professional Services

	Tire Recycling Management Fund FY 2006/2007
	$2,050,000
	$ N/A
	$ N/A
	Consulting and Professional Services


VII.
ATTACHMENTS

1. Resolution Number 2006-11
VIII.
STAFF RESPONSIBLE FOR ITEM PREPARATION

A.
Program Staff:  Calvin Young
Phone:  (916) 341-6670
B.
Legal Staff:  Steve Levine
Phone:  (916) 341-6064
C.
Administration Staff:  Roger Ikemoto
Phone:  (916) 341-6116
IX.
WRITTEN SUPPORT AND/OR OPPOSITION 

A.
Support

Staff believes there is consensus support for the Program from stakeholders based on input from several Tire Interested Parties meetings.
B.
Opposition

Staff has not received any written opposition to the item prior to publication.
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