
Agenda Item – 4.B 

Resolution No. 13-SM012-04 

1 

CALIFORNIA ALTERNATIVE ENERGY AND 

ADVANCED TRANSPORTATION FINANCING AUTHORITY 

Report from Sugar Valley Energy, LLC, on Status of Project and Consideration of Whether to 

Terminate a Sales and Use Tax Exclusion Award Pursuant to November 19, 2019, Resolution 

Approving a Time Extension of the Initial Term for the Master Regulatory Agreement 

Sugar Valley Energy, LLC 

Application No. 13-SM012 

Tuesday, November 16, 2021 

Prepared By: Xee Moua, Program Analyst 

SUMMARY 

Applicant – Sugar Valley Energy, LLC 

Location – Brawley, Imperial County 

Industry – Biomass Processing and Fuel Production (Advanced Manufacturing) 

Project – New Biomass Processing and Fuel Production Facility 

Total Amount Qualified Property Approved– $444,811,275 

Estimated Sales and Use Tax Exclusion Amount at Approval1 – $37,230,704 

Staff Recommendation – Approval of a resolution to terminate the sales and use tax exclusion 

award for Sugar Valley Energy, LLC 

1 This amount is calculated based on the average statewide sales tax rate at the time of initial approval, which was 

8.37%. 
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BACKGROUND 

On December 17, 2013, the CAEATFA Board approved a sales and use tax exclusion for 

Sugar Valley Energy, LLC, (formerly California Ethanol and Power Imperial Valley 1, 

LLC (“CE&P”)) (the “Applicant”) for the purchase of up to $444,811,275 in Qualified 

Property2 for an estimated sales and use tax exclusion value of $37,230,704 to construct a 

facility that will convert sugarcane and sweet sorghum (“feedstock”) into low-carbon, 

fuel-grade ethanol, bio-methane and electricity (the “Project”). 

On November 15, 2016, the CAEATFA Board approved the Applicant for a three-year 

extension of the initial term of the Regulatory Agreement (until December 17, 2019) to 

accommodate a new effort to finance and develop the Project after the Applicant’s 

original Brazilian-based financing and engineering teams experienced setbacks due to a 

decline in the Brazilian economy. At the time, the Applicant states that, with the exception 

of removing sweet sorghum as a portion of the feedstock, the scope of the Project remains 

the same as when it was approved in 2013. 

On November 19, 2019, the CAEATFA Board approved the Applicant for an additional 

four-year extension of the initial term of the Regulatory Agreement (until December 17, 

2023) to accommodate delays in obtaining project financing required to construct the 

production facility. The approved resolution requires the Applicant to provide annual 

reports to the Board on the status of the Project during the initial term of the Regulatory 

Agreement, and provides that at the two-year report, the Board may determine whether to 

terminate the award. 

The Applicant provided its first status update on the Project at the November 17, 2020, 

Board meeting. 

Attached is the Applicant’s second written report pursuant to the resolution passed on 

November 19, 2019. 

THE APPLICANT 

The Applicant is a Delaware limited liability company that was formed in 2020 and is located in 

Imperial County. The Applicant is a wholly owned subsidiary of CE&P. 

2 All capitalized terms not defined in this document are defined in the Sales and Use Tax Exclusion Program’s 
statutes and regulations. 

The major shareholders (10.0% or greater) of 

the Applicant are: 

The company officers of the Applicant are: 

CE&P (100%) David R. Rubenstein, CEO and President 

Camille E. Soriano, Secretary 
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On June 15, 2021, the CAEATFA Board approved Resolution No. 13-SM012-03 to 

amend Resolution No. 13-SM012 to change the Participating Party from CE&P to Sugar 

Valley Energy, LLC. 

THE PROJECT 

The Applicant plans to construct a facility that converts sugarcane into low-carbon, fuel-grade 

ethanol, biomethane, and electricity. The Applicant will pay Imperial Valley farmers a yearly 

land rent in order to secure a steady supply of feedstock for the Project. The Applicant has 

executed a long-term contract for the sale of the ethanol to CHS, Inc., and biomethane and 

electricity to Constellation. The Project is anticipated to produce 68 million gallons of ethanol 

fuel, 930 million cubic feet of biomethane, and 47 MW of electricity annually. The Project will 

utilize industrial biotechnology through the yeast-based fermentation of sugarcane juice to form 

ethanol and carbon dioxide. 

The Applicant represents that its Project will be more advanced than other ethanol production 

facilities due to its efficient use of resources. The Project will utilize the vinasse—the liquid 

residue left in the distillation of ethanol from sugarcane derivatives—in an advanced anaerobic 

digester to produce biomethane gas to be placed in the local pipeline. Vinasse digestion is not a 

common practice among ethanol producers as it is normally simply used as fertilizer. The 

Applicant will also use bagasse—the leftover biomass—to generate electricity for the Project, 

which will result in a more sustainable production process by reducing greenhouse gas emissions 

compared to most ethanol facilities around the country that utilize natural gas for power. Also, 

the Applicant represents that it will utilize computerized modeling of all the processes within the 

Facility on a continuous basis to control processes and predict the production outcomes over 

time, ensuring predictable outcomes in terms of product quantity, quality, and production cost. 

WHETHER TO CONTINUE SALES AND USE TAX EXCLUSION AWARD 

Pursuant to the November 19, 2019, resolution, because this is the two-year report, the Board 

may determine whether to terminate the award at this time. 

At the time the Application was approved in December 2013, the Applicant stated Project 

financing was expected to close around March 2014, with construction beginning in Q2 of 2014 

for a period of 24 months. In November 2016, the Applicant stated it intended to close on 

financing by mid-2017 followed by a 24-month construction timeline. In November 2019, the 

Applicant stated it intended to close on financing by Q1 of 2020 followed by a 31-month 

construction timeline. In November 2020, the Applicant stated it intended to close on financing 

by Q1 of 2021 followed by a 30-month construction timeline. As of October 2021, the Applicant 

shared it intends to close on financing by Q1 of 2022 followed by a 36-month construction 

timeline. In addition to the difficulties in securing financing, the Applicant previously cited 

complications with obtaining an Engineering, Procurement, and Construction (“EPC”) firm that 

would meet the Applicant’s budget. 
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Staff recognizes that the Applicant has made some progress by executing its EPC contract with 

Mastec Power Corporation on October 1, 2021, and that the COVID-19 pandemic has affected 

project timelines for many previously approved Applicants. However, the Applicant has not 

made any Qualified Property purchases since being approved almost eight years ago, and there is 

no certainty as to whether financing will close by Q1 of 2022. Because the Applicant still has not 

secured financing and the estimated timeframe to complete the Project continues to grow, Project 

purchases likely will extend beyond the current 10-year initial term, and the Applicant likely will 

require another initial term extension. Given the significant timeline delays and removal of sweet 

sorghum as a portion of the feedstock from the Project, it is likely the Application values that 

were used to determine the estimated benefits of the Project and Application score are no longer 

accurate. 

Based on this information, Staff recommends the Board terminate the STE award at this time. 

The Applicant is welcome to reapply when the Project is ready to proceed. 

RECOMMENDATION 

Staff recommends that the Board approve a resolution to terminate the sales and use tax 

exclusion award for Sugar Valley Energy, LLC, pursuant to the Applicant’s November 19, 2019, 

Resolution Approving a Time Extension of the Initial Term for the Master Regulatory 

Agreement. 

ATTACHMENTS 

Attachment A: Sugar Valley Energy, LLC’s second written report on the status of 

the Project 

Attachment B: The staff report from the November 19, 2019, Board Meeting 
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RESOLUTION TO TERMINATE THE REGULATORY AGREEMENT FOR 
SUGAR VALLEY ENERGY, LLC 

November 16, 2021 

WHEREAS, on November 19, 2013, 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 $444,811,275 of Qualified 
Property for Sugar Valley Energy, LLC (the “Applicant”); and 

WHEREAS, within three (3) years of approval by the Authority, the Applicant must 
make all Qualified Property purchases (STE Program 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 (3) years of Application approval (STE Program regulations Section 
10035(b)(1)(B)); and 

WHEREAS, the Applicant previously requested and received a waiver of the requirement 
to purchase all of the Qualified Property within three (3) years due to unexpected delays in the 
Project timeline, extending the term by three (3) years to December 17, 2019; and 

WHEREAS, the Applicant previously requested a waiver of the requirement to purchase 
all of the Qualified Property by December 17, 2019, due to unexpected delays in the Project 
timeline, extending the term by four (4) years to December 17, 2023; and 

WHEREAS, on November 19, 2019, the Authority approved a resolution to extend the 
initial term of the Agreement to December 17, 2023, on the condition that the Applicant provide 
annual reports to the Authority on the status of the Project during the initial term of the 
Agreement, and at the two-year report, the Authority may determine whether to terminate the 
STE award; and 

WHEREAS, the Applicant has provided the two-year report on the status of the Project; 
and 

WHEREAS, the Authority has decided to terminate the STE award pursuant to the 
November 19, 2019, Resolution Approving a Time Extension of the Initial Term for the Master 
Regulatory Agreement. 

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

Section 1.  The Regulatory Agreement for Sugar Valley Energy, LLC, is terminated.  

Section 2.  This resolution shall take effect immediately upon its passage. 
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Attachment A: Sugar Valley Energy, LLC’s second written report on the status of the 

Project (October 18, 2021) 
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Attachment B: The Staff Report from the November 19, 2019, Board Meeting 

The original award staff summary can be found on the CAEATFA website. 

https://www.treasurer.ca.gov/caeatfa/meeting/2019/20191119/4a3.pdf
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