INITIAL STATEMENT OF REASONS
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Title 14: 	Natural Resources





Division 7:	California Integrated Waste Management Board





Chapter 4:	Resource Conservation Programs





Article 1.1:	Recycling Market Development Zone Low-Interest Revolving Loan Fund





A. GENERAL BACKGROUND





California's Recycling Market Development Zone Loan Program was created in 1990 by the passage of SB 1322 (Bergeson, Chapter 1096, Statutes of 1989), to provide direct low-interest loans to businesses located within Recycling Market Development Zones (RMDZ) and to help reindustrialize California by promoting economic development of businesses that use postconsumer or secondary waste materials in manufacturing new products. RMDZ loans are funded by an annual loan of $5 million from the Integrated Waste Management Account. Loans may be made for up to 50% of project cost, or up to one million dollars.   





The Cali�for�nia Inte�grat�ed Waste Man�age�ment Board (Board) adopted regu�la�tions in 1992 (14 CCR Sections 17930 through 17936) establishing procedures and processes to implement the loan program and to assist local agencies in complying with loan program goals. Section 41780 of the Public Resources Code requires local governments to achieve a 50% reduction in the amount of material being landfilled by the year 2000.  The loan pro�gram assists in achieving local diversion goals by providing fi�nancing to eligible businesses and local gov�ern�ments thereby assisting them to devel�op mar�kets for recy�cled and re�cov�ered materi�als.   





The passage of SB 1535 (Killea, Chapter 615, Statutes of 1996)


would, among other things, extend the sunset date of Recycling Market Development Zone Loan Program from July 1997 to July 2006,


continuously appropriate funds to the Board for making loans and specify additional terms and conditions for making loans and related powers of the Board.





Demand for RMDZ loans has steadily grown and now exceeds currently available loan program funds. Applicants have experienced difficulty understanding existing regulations which has delayed the review and approval process. The Board is now proposing to amend the existing regulations to clarify, simplify and improve the loan program. The proposed modifications are 


intended to enhance public understanding of the loan program and accelerate the loan review and approval process so loan funds are  more readily available for distribution to qualified applicants.


B. Section 17930: Purpose of the Recycling Market Development Revolving Loan Program





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





The existing regulations must be modified because the name of the program was changed by the passage of SB 1535 (Killea, Chapter 615, Statutes of 1996).  Additionally, the existing regulation declares who is eligible for a loan under the program, then addresses the purpose of the program.  The existing discussion of eligibility is incomplete and a duplication of provisions contained in Section 17932.  





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed amendments to this section revise the name of the 


loan program to conform to the change made by passage of SB 1535, strike the language on eligibility which is fully addressed in Section 17932, and make clarifying changes to the structure, syntax, grammar and punctuation in the program purpose statement.  


(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





Throughout this Initial Statement of Reasons the response in the following para�graph shall be used as a response to the requirement that the above find�ing be made for each regulatory action.





The Board did not rely upon any technical, theoretical, or empirical studies, reports, or documents in proposing the adoption of this regulation.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





Throughout this Initial Statement of Reasons the response in the following para�graph shall be used as a response to the requirement that the above find�ing be made for each regulatory action.





The Board has determined that there would be no alternatives considered which would be more effective in carrying out the purpose of the proposed regulation or would be as effective and less burdensome to affected private persons or small businesses than the proposed regulation.











C. Section 17931: DEFINITIONS





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





Proposed amendments to this section contain additions, deletions, or modifications to the program's definitions.  Some portions of the existing definitions are incomplete, confusing, or a duplication of terms found elsewhere.  





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed changes are intended to bring clarity to these definitions and thereby enhance the public understanding and effectiveness of the loan program.





Rather than simply defining the "Loan Committee", this provision  contained a discussion of the composition of the committee, responsibilities, qualifications, etc., which should more appropriately be addressed elsewhere.  This regulation modifies the definition and references Section 17935.5 where the details of the Loan Committee structure and duties are discussed.





The definition for "Conditional Designation" is proposed to be deleted because it is inappropriate to be included in the definitions for this program.  





A definition for "Capital Improvements" was not included in the original regulations.  This has caused some confusion as the term is used in Section 17934.1(b) without being properly defined.  The proposed regulations will resolve the confusion.





The term "Loan" is proposed to be modified to accurately reflect the program name change and to clarify the description.





The existing definition for "Onerous Debt" is vague and has created confusion.  The proposed language is more specific and clarifies the term.





The term "Participating Jurisdiction" is proposed to be deleted because it is inappropriate to be included in the definitions for this program. 





The definition for "Postconsumer Waste Material" contains both a detailed definition and a reference to existing Public Resources Code Section 42002(b).  This is a duplication and unnecessary.  The proposed regulation eliminates the duplication.





The definition for a "Project" is proposed to be added.  The term is used elsewhere in regulations and was not previously defined which has led to some confusion.  The proposed regulation will resolve that confusion.





The definition for "Secondary Waste Material" contains both a detailed definition and a reference to existing Public Resources Code Section 42002(d).  This is a duplication and unnecessary.  The proposed regulation eliminates the duplication.





The definition for "Source Reduction" is proposed to be added.  The term is used in Section 17932 of this Chapter and should be defined to avoid confusion.  To avoid duplication, the proposed regulation references the existing definition contained in Public Resources Code Section 40196. 


 


The term "Value Added Product" is proposed to be used in Section 17932, is a technical term and should be defined.





The definition for "Zone Administrator" contains both a detailed definition and a reference to Section 17901(j) of this Chapter.  This is a duplication and unnecessary.  The proposed regulation eliminates the duplication.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








D. Section 17932: ELIGIBLE APPLICANTS





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





Existing regulations describe eligible applicants by the type of material being used.  This has created some confusion regarding what types of applicant activities are considered eligible.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The section should be modified to clarify that those companies which practice source reduction, or use postconsumer or secondary waste material to produce a value added product are eligible for the program.

















(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








E. Section 17932.1: Tire Recycling Projects





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





The regulation contains an unnecessary reference to the program and an obvious error in the identification of the types of projects appropriate to receive funding. 





(2)SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed change is necessary to correct the error by stating that eligible types of tire projects (as opposed to eligible tire projects as specified in the existing regulations) would be specified by the Board as part of the Tire Recycling Management Fund allocation process.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.





F. Section 17933: Priority Projects





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





Existing regulations give priority consideration to the applications which demonstrate the greatest use of other funds.  This is overburdensome to small businesses considering Section 17934 which states the maximum loan as 50% of a project's cost.  Also, the requirement to determine additional priorities by March 31 of each year does not enable the Board to adjust priorities in a timely manner as changes in the recycling industry occur.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed regulations reduce a financing burden on small businesses and improve the Board's ability to respond quickly to changes in the recycling industry.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








G. Section 17934: Loan Amounts





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





Existing regulations contain an obvious error which conflicts with Public Resource Code 42010(d)(4) which allows financing of not more than one-half of a project cost, or not more than $1 million, whichever is less.  Existing regulations allow for making a loan for $1 million or 50% of a project's cost, whichever is greater.  





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The regulation must be changed to be consistent with statutes and the intent of the program.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








G. Section 17934.1: Uses of Funds





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





The existing regulations contain unnecessary language related to who is eligible to receive a loan.  Eligible applicants are fully described in Section 17932.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed changes to the regulation are necessary to eliminate duplication and simplify the language in this section. 





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.





H. Section 17934.3: Fees





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





There has been confusion regarding when the loan fee, which is also currently described as a "loan origination fee" or "points," (both are terms which are not defined) can be collected and whether the loan fee is part of the project cost.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed amendments to this section eliminate the confusing  fee terminology, clearly state that the loan fee is charged upon closing, and clarify that loan fee and application fee are eligible project costs and may be financed.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








I. Section 17934.5: Interest Rate





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





The existing regulations are silent regarding the rate basis for interest charged on program loans and when the rate is adjusted.  This has caused confusion regarding what interest rate should be charged and when the interest rate should be adjusted. 





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





Provisions in this proposed new section state the basis for the interest rate and give the Board the right to periodically adjust the rate.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.





J. Section 17935: Application Process





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





The current loan review and approval procedure has become too slow, awkward and cumbersome to process the increasing


number of applicants in a timely manner. With the statutory extension of the loan program to July 2006 it has become evident


that modifications to the existing process are essential to achieve the goals of the program.        





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed amendment deletes the current quarterly loan approval requirement and quarterly application submittal deadlines for loan reviews. With this deletion, loan applications may be submitted at any time of the year and the Board has more freedom to review and approve applicants on an as needed basis. The reference to the loan interest rate is deleted and this subject is addressed in the proposed new section 17934.5.  





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.





K.  Section  17935.1:  Application Content 





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





The existing regulations are complex, cumbersome, profuse with details and not always easy for potential applicants to understand.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The Board has developed an application form for prospective applicants to fill out and proposes to incorporate this form by reference into Appendix A, alongside all other forms used by the Board.  The proposed application form is designed to display   all the questions regarding the necessary credit and financial information required from an applicant in a format similar to those used by commercial lenders.  This type of format is easier to comprehend and familiar to the business community.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








L. Section 17935.2: Loan Agreement





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





There are minor, non-substantive or grammatical errors which should be corrected.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed regulations will improve the clarity of the section. 


(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








M. Section 17935.3: Process for Preliminary Review





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS








The existing regulations provide for making a preliminary determination of eligibility or whether the information is complete, but not whether the applicant meets the credit standards for the program.  This can cause an applicant to delay pursuing other financing options for their proposed project.


 


(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed amendments direct Board staff to notify applicants whether or not they specifically meet the credit standards for the program within 10 working days of receiving the application. This will benefit small businesses by enabling them, if necessary, to pursue alternative financing sooner than would otherwise be the case.








(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.











N. Section 17935.4: Process for Board Staff Review





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





There are minor, non-substantive or grammatical errors which should be corrected.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed regulations will improve the clarity of the section.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








O. Section 17935.5: Process for Loan Committee Review





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





Existing regulations, contained in Section 17931, limit Loan Committee membership to seven, limit member's terms to two years, and limit meetings to once per quarter.  The effect of these requirements has been to increase the processing time for applicants by as much as three months if a deadline was missed.  Because many of the applicants are small businesses, a significant delay in processing a loan can result in financial hardships, missed opportunities, lost revenue, or decreased market share.





Additionally, because members are employed professionals, geographically distributed throughout the state, and serve on a volunteer basis, it is sometimes difficult to have sufficient attendance to properly evaluate staff's loan analysis.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The specific provisions for establishing and describing the Loan Committee have been moved from Section 17931 to this section where it is more appropriate. The proposed amendments will enable applications to be accepted on an ongoing basis and reviewed and approved in a more accelerated and timely manner.    





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








P. Section 17935.6: Board Approval





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





Existing regulations are based on applications being accepted and reviewed on a quarterly basis.  This would cause a conflict if other portions of the proposed regulations are approved.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed amendments would provide consistency with other sections of this Article regarding accepting applications on an continuous basis and approvals on a monthly basis.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.








Q. Section 17936: Auditing of Expenditure of Loan Funds





(1) PUBLIC PROBLEM, ADMINISTRATIVE REQUIREMENT, OR OTHER CONDITION OR CIRCUMSTANCE THE REGULATION IS INTENDED TO ADDRESS





Due to the passage of SB 1535 (Killea, Chapter 615, Statutes of 1996), the reference citation for this section is incorrect.





(2) SPECIFIC PUR�POSE AND NE�CES�SI�TY OF THE REG�ULA�TION





The proposed amendment will update the reference citation.





(3) TECHNICAL, THEORETICAL AND/OR EMPIRICAL STUDY, REPORTS, OR DOCUMENTS





See discussion in Section 17930.





(4) ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD BE AS EFFECTIVE AND LESS BURDENSOME TO PRIVATE PER�SONS AND ALTERNATIVES TO THE PROPOSED REGULATORY ACTION THAT WOULD LESSEN ADVERSE ECONOMIC IMPACT ON SMALL BUSI�NESS





See discussion in Section 17930.





R. ECONOMIC IMPACT ANALYSIS AND BUSINESS ASSESSMENT DISCUSSION  





Passage of SB 1535 continues the Board's Recycling Market Development Revolving Loan Program for another 10 years. The Recycling Market Development Loan Program (Loan Program) is currently funded by an annual loan of $5 million from the Integrated Waste Management Account (IWMA) to the Board's Recycling Market Development Revolving Loan Subaccount (Loan Subaccount). 





SB 1535, by extending the sunset date for the Loan Program, will continue the authorization for transfer, upon appropriation by the Legislature, of $5 million annually from the IWMA to the Loan Subaccount. Through the Budget Act, the Legislature may have the flexibility to appropriate a lesser amount. Beginning in fiscal year 2000, provisions in the new statue will explicitly authorize a transfer, upon appropriation by the Legislature, of up to $5 million. 


  


If fully funded as authorized until July 1, 2006, the total allocation from the IWMA into the Loan Subaccount will be $75 million over the life of the program. Funds made available by the extension of the Loan Program will provide direct low-interest loans to recycling businesses located within designated Recycling Market Development Zones (RMDZs).





These loans stimulate existing manufacturers to substitute post-consumer or secondary materials for virgin materials in their production processes. They help start or expand businesses that use secondary materials which in turn create or save jobs. They promote improvements to the quality of diverted materials to enhance their marketability and foster economic development of businesses that use postconsumer or secondary waste materials in manufacturing new products.  





Up to the end of 1996, recycling businesses located in RMDZs have


received a total of $20.2 million in program loans, have saved or created or 640 jobs and, each year, helped divert 1,561,400 tons


of solid waste materials that otherwise would have been disposed in landfills. Using simple straight line projections, it can be estimated that the extension of the Loan Program can be expected to create or save an additional 1,400 jobs and annually help divert over 5.2 million tons of solid waste from landfills. 





Since the inception of the program, the Board has designated 40 RMDZs throughout the state. These zones include some of the most populated and industrialized areas of California. Those Local governments that have RMDZs in their jurisdictions will receive economic benefits from the Loan Program extension. Local governments will derive revenue from recycling programs as businesses financed by the Loan Program will continue to be buyers of recyclable waste materials diverted from the local waste stream. 





The continued development of local markets for postconsumer or secondary waste materials is necessary to achieve the waste diversion goals of 50% by 2000, as mandated by the Integrated Waste Management Act of 1989. 





Demand for loans has been growing steadily and now exceeds currently available Loan Program funds. Since the start of the Loan Program to the end of 1996 the Board has received 180 applications representing over $100.4 millon in fund request. Over the same time the Board was only able to issue 52 loans totaling $20.2 million.





The proposed amendments to existing regulations will help clarify, simplify and improve the Loan Program. These proposed modifications will have the beneficial effect of accelerating the Board's review and approval process so loan funds will be more readily available for distribution to recycling businesses. This in turn will quicken the pace of economic development and expansion in the recycling industry. 





The private lending community has been somewhat reluctant to lend to recycling-based manufacturers because of lenders' unfamiliarity with the recycling industry. Although their interest is growing, private lenders' entry into this market is expected to be gradual and slow. The Loan Program provides seed money to this relatively new industry. Accelerated availability of Loan Program funds will help recycling businesses attract  supplemental capital from private lenders. 





The proposed action has been assessed relative to the extent which it will create new jobs within the State of California, help in the creation of new business within the State and the expansion of businesses currently doing business within the State of California. Based on the above discussion, it is anticipated that the proposed action will have an economically beneficial effect on the creation of new jobs and new businesses within the state, as well as expansion of businesses currently doing business within the State of California.
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