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CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve a Time Extension for the
Initial Term of the Master Regulatory Agreement?

eco.logic brands inc.
Application No. 17-SM050

Tuesday, June 16, 2020

Prepared By: Xee Moua, Program Analyst

SUMMARY

Applicant — eco.logic brands inc.
Location — Manteca, San Joaquin County
Industry — Recycled Materials Manufacturing
Project — Recycled Paper Bottle Manufacturing (Advanced Manufacturing)
Total Amount Qualified Property Approved— $6,944,000
Estimated Sales and Use Tax Exclusion Amount at Approval® — $584,685
Amount of Time Requested —
e Two years, until June 20, 2022, for the Initial Term of the Master Regulatory Agreement

(five years from the date of initial CAEATFA Board approval)

Staff Recommendation — Approval

! All capitalized terms not defined in this document are defined in the Program’s statute and regulations.
2 This amount is calculated based on the average statewide sales tax rate at the time of initial approval, which was
8.42%.
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REQUEST

On June 20, 2017 the CAEATFA Board approved a sales and use tax exclusion (“STE”) for
eco.logic brands inc. (“eco.logic” or the “Applicant”) for the purchase of up to $6,994,000 in
Qualified Property to purchase equipment for its recycled paper bottle manufacturing process in
Manteca (the “Project”). The Master Regulatory Agreement (““Agreement”) initial term provided
the Applicant with three years from the date of Board Approval to utilize its STE award. The
initial term of the Agreement can be extended by the Board upon a finding that an extension is in
the public interest and advances the purposes of the program.

As of April 2020, eco.logic has used the STE to purchase approximately $3.3 million of
Qualified Property (47% of the total Qualified Property approved) and began production in
December 2019. The Applicant is requesting to extend the Agreement initial term by two years
to accommodate project timeline delays resulting from financial setbacks and the COVID-19
pandemic.

According to eco.logic, its financing from various investors and a CalRecycle Greenhouse Gas
Reduction loan were secured later than anticipated. The Applicant states that, as of May 2020, it
has received $3 million from its partners and finalized a $2 million CalRecycle loan. With funds
now readily available, the Applicant states it has been able to make purchase orders. According
to the Applicant, it recently put in an order for a pulper that is being manufactured in Taiwan to
help make its products, and anticipates ordering a number of thermoforming machines before the
consideration of this extension. Moreover, the Applicant states that the requested time will allow
for additional funding to be obtained in 2021 from existing and new partners to complete the
Project.

According to the Applicant, COVID-19 has also had a significant impact on its daily operations
and has led to long lead times for equipment. The Applicant explains that since the pandemic
began, the demand for essential items has increased considerably, causing eco.logic to spend
most of its production time making essential goods such as laundry bottles for essential vendors.
The Applicant anticipates this revenue stream will help allow it to complete the Project within
the requested timeframe. However, eco.logic believes that it may not be able to launch other new
products until January 2021, as it does not expect the production of essential bottles to decline
any time soon.

THE APPLICANT

eco.logic is a California Corporation formed in 2008 for the purpose of giving consumers and
brands better packaging choices, and replacing rigid plastic containers with a new type of bottle
that uses resources more efficiently.

The major shareholder (10.0% or greater) of The corporate officers of eco.logic are:
eco.logic are:

Gregory A. Rodrigues (10.64%) Julie Corbett, CEO

Emerging Impact Fund (11.45%) Greg A. Rodrigues, COO
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THE PROJECT

eco.logic requested a sales and use tax exclusion for the purchase of equipment used at its 60,000
square foot facility to manufacture recycled paper bottles in Manteca. eco.logic has developed a
patented paper eco.bottle that is a better environmental alternative to plastic and glass bottles.
The bottle is comprised of two parts. First is a fiber shell made from 70% recycled cardboard and
30% old newspapers. This shell is 100% recyclable or compostable. The second part is a thin
plastic liner that uses 70% less plastic than a regular bottle. The Applicant’s proprietary
technology allows the eco.bottle to ship and stack in a nestled position, reducing the amount of
empty space and air being shipped, which the Applicant represents is three-five times more
efficient than shipping rigid blow-molded plastic bottles.

The Applicant’s manufacturing process uses advanced materials in its processing of recycled
materials that aid water resistance and improve manufacturability. In addition, eco.logic’s
process for recycling pulp and paper fully recycles its water using a closed loop system, where
the only water loss occurs through evaporation caused by heat in molds. The Applicant
represents that this process produces zero wastewater and uses 50% less water than the
traditional water-intensive pulp and paper manufacturing process. New blow molding,
integration, and die cutting equipment will replace older less efficient and more labor intensive
technology. The new blow molding equipment will produce a new blow molded pouch that is
part of a new product design and the remaining Qualified Property will expand the facility’s
manufacturing capabilities.

AGREEMENT INITIAL TERM EXTENSION REQUEST

eco.logic has requested that the initial term of the Agreement be extended from June 20, 2020 to
June 20, 2022 in order to accommodate project setbacks caused by delayed financing and the
COVID-109 crisis.

Staff Evaluation

Although eco.logic has encountered a number of obstacles, it has been working diligently to
resolve each issue, while being responsive and adapting to COVID-19 demands. Since the
finalization of funds from its private investors and CalRecycle, the Applicant has started to
execute purchase orders for manufacturing. Additionally, eco.logic has already made
commitments related to the orders to ensure progression. For instance, travel plans have been
made for Taiwan in August 2020 for a Factory Acceptance Test, and a visitation of its Taiwan
counterpart has been scheduled for October 2020 for equipment installation. The Applicant
believes that additional investments in 2021 along with sales revenue, and enabling Qualified
Property to be placed in service through June 2022 will allow for the Project to succeed.

Based on this information, Staff believes extending the term of the Agreement will allow for the
Project to be completed, and is therefore in the public interest and advances the purpose of the
program.
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CAEATFA FEES

In accordance with CAEATFA Regulations,’ the Applicant has paid an additional fee of $500
because extending the initial term requires a modification to the Applicant’s Master Regulatory
Agreement.

RECOMMENDATION

Staff recommends that the Board approve eco.logic brands inc.’s request to extend the initial
term of the Agreement by two years to June 20, 2022 as it is in the public interest and advances
the purpose of the program.

Attachments

Attachment A: eco.logic brands inc.’s letter requesting waiver (May 14, 2020)
Attachment B: eco.logic brands inc.’s staff summary at the time of approval

3 California Code of Regulations Title 4, Division 13, Section 10036
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RESOLUTION APPROVING A TIME EXTENSION FOR
ECO.LOGIC BRANDS INC.’S INITIAL TERM FOR
THE MASTER REGULATORY AGREEMENT

June 16, 2020

WHEREAS, on June 20, 2017 the California Alternative Energy and Advanced
Transportation Financing Authority (the “Authority”), a public instrumentality of the State of
California, approved a Sales Tax Exclusion (“STE”) in the amount of $6,944,000 of Qualified
Property for eco.logic brands inc. (the “Applicant”); and

WHEREAS, within three years of the approval by the Authority, the Applicant must
make all purchases of the total amount of Qualified Property listed in the approval resolution
(Regulations Section 10035(b)(1)); and

WHEREAS, upon a finding that it is in the public interest and advances the purposes of
the Program, the Authority may waive the requirement that all purchases of Qualified Property
be made within three years of Application approval (Regulations Section 10035(b)(1)(A)); and

WHEREAS, the Applicant has requested a waiver of the requirement to purchase all of
the Qualified Property within three years, due to unexpected delays in the Project timeline,
extending the term by two years to June 20, 2022; and

WHEREAS, granting the waiver will allow the Project to proceed and the state to receive
the anticipated environmental and economic benefits that justified the initial approval of the
Project in accordance with the law, thereby advancing both the public interest and the purposes
of the Program.

NOW THEREFORE BE IT RESOLVED by the California Alternative Energy and
Advanced Transportation Financing Authority, as follows:

Section 1. The Authority finds that it is in the public interest and advances the purposes
of the Authority to extend the initial term of the Agreement to June 20, 2022.

Section 2. This resolution shall take effect immediately upon its passage.
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Attachment A: eco.logic brands inc.’s Letter Requesting Waiver (May 14, 2020)

Inhtlnntn ecologic

550 Carnegle St. | Manteca CA 95337 | 0 510.451.1197 | f 510.201.2041 | www.ecologicbrands.com

5/14/2020
CAEATFA Board
RE: CAEATFA EXTENSION REQUEST

eco.logic brands Inc is requesting a waiver for a time extension per the program’s regulations.

We are requesting an 2 year extension through June 20, 2022. We anticipate placing in service
approximately $4.5M in Qualifying Property through June 20, 2022. To Date have placed in
service qualifying property of $3,289,529 with a remaining amount available of $3,654,471.

There are several factors that necessitate this extension request.
* Delays in funding from investors and Cal Recycle Green House Gas Loan led to a

postponement of some qualifying equipment purchases.
e COVID-19 has also caused a significant delay in operations that has resulted in project
delays and longer than expected lead times for equipment.

The requested timeline will be met for the following reasons:

* We have finalized the Cal Recycle Green House Gas Loan of $2M and the funds have
been released to begin placing purchase orders. We placed our first purchase order for
the pulper and expect to place orders for the thermoforming machines in the coming
weeks.

* We have received from various investors for $3.0M in investment financing. These
investors were primarily from our existing investor base.

* Inlate 2020 we anticipate another funding round which will bring in an estimated
additional $10M to $15M.

e Production of essential bottles has continued through the COVID19 pandemic. We do
not see a slow-down of these bottles on the horizon.

We anticipate that with these funding sources, along with sales revenue will allow us to
complete this project within the timeframe requested.

The scope of the project has not changed.
Additional Information:

Eco.logic Brands Inc is a manufacturer of the eco.bottle®, the first validated commercial paper
bottle. Not only is the eco.bottle® a more sustainable alternative to the ubiquitous plastic
bottle and plastic laminated carton, it is designed to leverage the waste stream by diverting
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ecwlogic

packaging the sarth can live with

550 Carnegle St. | Manteca CA 95337 | o 510.451.1197 | f 510.201.2041 | www.ecologicbrands.com

materials such as mix paper, old cardboard, old newsprint and plastic from the waste streams
and convert them into paper bottles for consumer packaged goods companies (CPGs).

Not only do we offer CPGs an alternative to plastic bottles, we also offer a closed loop waste
solution where we can trace the paper waste from their plants, distribution centers and retail
locations into each eco.bottle® made by Ecologic. We become the agent of change that
enables our customers to meet their own diversion goals.

This project will substantially expand the company’s ability to process more contaminated
sources of fiber and increase the manufacturing capacity.

Since inception we have eliminated 722 tons of plastic waste by replacing plastic bottles with
our paper eco.bottle®.

Thank you for your consideration of this waiver for a time extension.

Greg Rodrigues

Chief Operating Officer
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Attachment B: eco.logic brands inc.’s Staff Summary at the Time of Approval

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve Project for Sales and Use Tax Exclusion (STE)*

eco.logic brands inc.
Application No. 17-SM050

Tuesday, June 20, 2017

Prepared By: Ellen Hildebrand, Analyst

SUMMARY

Applicant — eco.logic brands inc.

Location — Manteca, San Joaquin County

Industry — Recycled Materials Manufacturing

Project — Recycled Paper Bottle Manufacturing (Advanced Manufacturing)
Value of Qualified Property — $6,944,000

Estimated Sales and Use Tax Exclusion Amount® — $584,685

Application Score —

Fiscal Benefits Points: 1,296
Environmental Benefits Points: 170
Net Benefits Score: 1,466
Additional Benefits Points: 153
Total Score: 1,619

Staff Recommendation — Approval

4 All capitalized terms not defined in this document are defined in the Program’s statute and regulations.
5 This amount is calculated based on the average statewide sales tax rate of 8.42%.
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THE APPLICANT

Eco.logic brands inc. (“eco.logic” or the “Applicant”) is a California Corporation formed in 2008
for the purpose of giving consumers and brands better packaging choices, and replacing rigid
plastic containers with a new type of bottle that uses resources more efficiently.

The major shareholder (10.0% or greater) of The corporate officers of eco.logic brands inc.
eco.logic brands inc. is: are:
Gregory A. Rodrigues (14.252%) Gregory A. Rodrigues, CEO
Julie Corbett (9.0347%) Julie Corbett, President & Founder
THE PROJECT

Eco.logic is requesting a sales and use tax exclusion for the purchase of new equipment used in
their recycled paper bottle manufacturing process in Manteca (the “Project”). Eco.logic has
developed a patented paper eco.bottle that is a better environmental alternative to plastic and
glass bottles. The bottle is comprised of two parts. First is a fiber shell made from 70% recycled
cardboard and 30% old newspapers. This shell is 100% recyclable or compostable. The second
part is a thin plastic liner that uses 70% less plastic than a regular bottle. The Applicant’s
proprietary technology allows the eco.bottle to ship and stack in a nestled position, reducing the
amount of empty space and air being shipped, which the Applicant represents is three-five times
more efficient than shipping rigid blow-molded plastic bottles.

Eco.logic’s products are manufactured in a 60,000 square foot facility in Manteca. The
Applicant’s manufacturing process uses advanced materials in its processing of recycled
materials that aid water resistance and improve manufacturability. In addition, eco.logic’s
process for recycling pulp and paper fully recycles its water using a closed loop system, where
the only water loss occurs through evaporation caused by heat in molds. The Applicant
represents that this process produces zero wastewater and uses 50% less water than the
traditional water-intensive pulp and paper manufacturing process. New blow molding,
integration, and die cutting equipment will replace older less efficient and more labor intensive
technology. The new blow molding equipment will produce a new blow molded pouch that is
part of a new product design and the remaining Qualified Property will expand the facility’s
manufacturing capabilities.

cwlogic
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ANTICIPATED COSTS OF QUALIFIED PROPERTY

The anticipated Qualified Property purchases are listed below:

Integration Equipment $1,709,000
Pouching Equipment 1,998,000
Thermoforming Equipment 1,541,000
Die Cutting Equipment 320,000
Pulper 702,000
Molds 674,000

Total $6,944,000

Note: The Qualified Property purchases reported in the Application and shown here in staff’s report are estimated
costs. At the termination of the master regulatory agreement a finalized project equipment list will be prepared
detailing the value of the Project equipment acquired and detailing the actual tax benefit realized pursuant to
Revenue and Tax Code Section 6010.8. Variance from the costs shown in the Application and in this report may
occur prior to the closing due to increased costs of certain components (of the Project) over original estimates, and
other reasons. In addition, such costs may vary after closing due also to increased costs, as well as common design
and equipment modifications during construction, differences in equipment due to future changes in law or
regulation, or for other reasons.

TIMELINE
Eco.logic has ordered Qualified Property and expects it to be delivered beginning in June.

Testing of the new equipment is scheduled beginning in late June and early July, and the
equipment is expected to be placed into services shortly thereafter.

PROJECT EVALUATION

NET BENEFITS

The total cost of the Qualified Property purchases is anticipated to be $6,944,000 and the total
net benefits are valued at $172,972 for the Project. The Project received a Total Score of 1,619
points, which exceeds the required 1,000 point threshold and a total Environmental Benefits
Score of 170 points, which exceeds the 20 point threshold.

A. Fiscal Benefits (1,296 points). The net present value of the total fiscal benefits over
the lifetime of the Qualified Property is derived from the Applicant’s sales taxes,
personal income taxes paid by the firm’s employees, firm taxes on profits, property
taxes and other indirect fiscal benefits of the Applicant which amounts to $757,657
resulting in a Fiscal Benefits score of 1,296 points for the Project.

B. Environmental Benefits (170 points). The Project will result in an Environmental
Benefits Score of 170 points. The Applicant received points in the following
categories:
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1. Environmental Sustainability Plan (20 of 20 points). The Applicant will
implement an environmental sustainability for its Project that it represents will
result in tracking of chemical usage and material waste, both of which are
minimal.

2. Energy Consumption (30 of 30 points). The Applicant represents that its
manufacturing process will result in a 48% reduction in energy consumption
relative to the industry standard manufacturing process.

3. Water Use (30 of 30 points). The Applicant represents that its manufacturing
process will result in a 50% reduction in water use relative to the industry
standard manufacturing process.

4. Solid Waste (30 of 30 points). The Applicant represents that its
manufacturing process will result in a 59% reduction in solid waste produced
relative to the industry standard manufacturing process.

5. Hazardous Waste (30 of 30 points). The Applicant represents that its
manufacturing process will result in a 42% reduction in hazardous waste
produced relative to the industry standard manufacturing process.

6. Air Pollutants (30 of 30 points). The Applicant represents that its
manufacturing process will result in a 37% reduction in air pollutants
produced relative to the industry standard manufacturing process.

C. Additional Benefits (153 points). Applicants may earn additional points for their
Total Score. The applicant submitted information and received 153 additional points.

1. Permanent Jobs (55 of 75 points). The Applicant represents that the Project
will support a total of 66 permanent jobs at its Facility. CAEATFA estimates
that approximately five of these jobs will be attributable to a marginal increase
in jobs created due to the approved STE resulting in a Permanent Jobs Score
of 55 points for the Project.

2. Unemployment (48 of 50 points). The Applicant’s Project is located in San
Joaquin County which has an average annual unemployment rate of 11%.
This is above 110% of the statewide average annual unemployment rate which
was 7.5% in 2014, the dataset used in the application. This results in an
Unemployment Score of 48 points for this Project.

3. Research and Development Facilities (25 points). The Applicant has
verified that it has a facility located in California that performs research and
development functions related to the recycled paper bottle manufacturing
process.
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4. Workforce Partnerships (25 points). The Applicant has a partnership with
California Polytechnic State University’s Packaging and Industrial
Engineering Department for the purpose of assisting in the training of
potential future workers.

STATUS OF PERMITS/OTHER REQUIRED APPROVALS

The Applicant represents that they have obtained or applied for the required permits, including
San Joaquin Air Pollution Control District Authority to Construct, Notice of Permit Exemption
for a Granulator Served by a Cyclone and Filter Project, and Zero Wastewater Discharge Permit.
LEGAL QUESTIONNAIRE

Staff reviewed the Applicant’s responses to the questions contained in the Legal Status portion of

the Application. The responses did not disclose any information that raises questions concerning
the financial viability or legal integrity of this Applicant.

CAEATFA FEES

In accordance with CAEATFA Regulations,’ the Applicant has paid CAEATFA an Application
Fee of $3,472 and will pay CAEATFA an Administrative Fee of up to $27,776

RECOMMENDATION

Staff recommends approval of Resolution No. 17-SM050 for eco.logic brands inc.’s purchase of
Qualified Property in an amount not to exceed $6,944,000 anticipated to result in an approximate
sales and use tax exclusion value of $584,685.

¢ California Code of Regulations Title 4, Division 13, Section 10036
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RESOLUTION APPROVING AND AUTHORIZING EXECUTION OF A MASTER
REGULATORY AGREEMENT WITH ECO.LOGIC BRANDS INC.

June 20, 2017

WHEREAS, the California Alternative Energy and Advanced Transportation Financing
Authority (the “Authority” or “CAEATFA”) has received the Application of eco.logic brands
inc. (the “Applicant”), for financial assistance in the form of a master regulatory agreement (the
“Agreement”) regarding tangible personal property utilized in an Advanced Manufacturing
process or for the design, manufacture, production or assembly of Advanced Transportation
Technologies or Alternative Source products, components, or systems (“Qualified Property”) as
more particularly described in the staff summary and in the Applicant’s Application to the
Authority (collectively, the “Project”); and

WHEREAS, the Applicant has requested the Authority to enter into the Agreement to
acquire Project equipment with an estimated cost not to exceed $6,944,000 over a period of three
years; and

WHEREAS, the Applicant believes that this form of financial assistance will enable it to
avail itself of the benefits of an exclusion from sales and use taxes relative to the Qualified
Property pursuant to California Revenue and Taxation Code Section 6010.8; and

WHEREAS, approval of the terms of the Agreement and authority for the Executive
Director, Deputy Executive Director, or Chair of the Authority to execute the necessary
documents to effectuate the Agreement is now sought;

NOW, THEREFORE, BE IT RESOLVED by the California Alternative Energy and
Advanced Transportation Financing Authority, as follows:

Section 1. The Project constitutes a “project” within the meaning of Public Resources
Code Section 26003(a)(8)(B).

Section 2. The requested master regulatory agreement constitutes “financial assistance”
within the meaning of Public Resources Code Section 26003(a)(6).

Section 3. The Applicant is a “participating party” within the meaning of Public
Resources Code Section 26003(a)(7).

Section 4. The Executive Director, Deputy Executive Director, or Chair of the Authority
(the “Authorized Signatories”) are hereby authorized for and on behalf of the Authority to
approve any changes to the Project as the Executive Director shall deem appropriate, provided
that the amount of the Qualified Property to be purchased may not be increased above the
amount approved by the Authority.
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Section 5. The proposed form of the Agreement between the Applicant and the Authority,
as filed with the Authority prior to this meeting, is hereby approved. The Authorized Signatories
are hereby authorized and directed, for and on behalf and in the name of the Authority, to
execute, acknowledge and deliver to the Applicant the Agreement in substantially the form filed
with or approved by the Authority, with such insertions, deletions or changes therein as the
Authorized Signatory executing the same may require or approve, and with particular
information inserted therein in substantial conformance with the staff summary and in the
Applicant’s Application to the Authority, such approval to be conclusively evidenced by the
execution and delivery thereof. The Authority understands and agrees that pursuant to the terms
of the Agreement, the obligations of the Applicant may, under some circumstances, be carried
out or assumed by a successor or assignee entity, or by an affiliate of the Applicant.

Section 6. Each of the Authorized Signatories, acting alone, is hereby authorized and
directed to do any and all ministerial acts, including (without limitation) the execution and
delivery of any and all documents and certificates they may deem necessary or advisable in order
to consummate the Agreement and otherwise effectuate the purposes of this Resolution.

Section 7. The Applicant shall assure CAEATFA that all Qualified Property listed in the
semi-annual reports pursuant to the Agreement shall be installed, maintained and operated in
compliance with all applicable local, state and federal laws.

Section 8. The Agreement shall only apply to Qualified Property that the Applicant
certifies will be installed, maintained and operated at facilities within the State of California.

Section 9. The adoption by the Authority of this Resolution for the Applicant shall not be
referred to in any application before any governmental agency as evidence of the feasibility,
practicality or suitability of the Project or in any application for any required permission or
authority to acquire, construct or operate the Project.

Section 10. This Resolution is effective immediately and will remain in full force and
effect unless the Regulatory Agreement, as defined in CAEATFA Regulations Section 10035(a),
is not executed within thirty (30) days of the date of this Resolution. The Executive Director may
extend the thirty days if necessary.
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