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Resolution No. 22-SM001-02

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve an Extension of the
15% Purchase Requirement Timeframe?!

Blue Mountain Electric Company LLC
Application No. 22-SM001

Tuesday, December 12, 2023

Prepared By: Katrina Walters-White, Program Analyst

SUMMARY

Applicant — Blue Mountain Electric Company LLC
Location — Wilseyville, Calaveras County
Industry — Biomass Processing and Fuel Production
Project — New Biomass Processing and Fuel Production (Alternative Source)
Total Amount Qualified Property Approved- $17,030,696
Estimated Sales and Use Tax Exclusion Amount at Approval? — $1,447,609
Amount of Time Requested -
e Requesting a six (6) month extension, until June 21, 2024, for the 15% purchase

requirement timeframe (two (2) years from the date of initial CAEATFA Board approval)

Staff Recommendation — Approval

1 All capitalized terms not defined in this document are defined in the Sales and Use Tax Exclusion Program’s
statutes and regulations.
2 This amount is calculated based on the average statewide sales tax rate of 8.5%.
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REQUEST

On June 21, 2022, the CAEATFA Board approved a sales and use tax exclusion (“STE”) for
Blue Mountain Electric Company LLC (the “Applicant”) for the purchase of up to $17,030,696
in Qualified Property to build a new biomass processing and fuel production facility (the
“Project”). The Regulatory Agreement (“Agreement”) provided the Applicant with 18 months
from the date of CAEATFA Board approval to purchase or execute purchase orders for at least
15% of the total Qualified Property amount approved. 3

As of October 2023, the Applicant has not used the STE to make purchases of Qualified
Property. The Applicant is requesting to extend the 15% purchase requirement timeframe by six
months to accommodate additional time needed to obtain Project funding.

The Board can extend the 15% purchase requirement timeframe upon a finding of extraordinary
circumstances and that an extension is in the public interest and advances the purposes of the
STE Program.

According to the Applicant, the onset of the Project has been delayed until the Applicant is able
to secure capital funding. As market conditions continue to fluctuate, the Applicant has had to
conduct additional engineering work to ensure it won’t exceed the Project budget. The Applicant
states the additional work was not required for past projects and will not add to the total cost of
the Project. The Applicant expects to obtain funding by the end of December 2023.

THE APPLICANT

Blue Mountain Electric Company LLC is a California limited liability company that was formed
in 2017. The Applicant is headquartered in California and located in one of the most fire
threatened regions of the Central Sierra. The Applicant states the Project property was purchased
by the Calaveras Water District, which now serves as the Applicant’s landlord.

The Applicant received authorization from the Sierra Nevada Conservancy on March 2, 2022,
for a Resilient Communities Grant in the amount of $400,000.

The major shareholders (10.0% or greater) of The company officers of the Applicant are:
the Applicant are:
Gregory Stangl (50%) Gregory Stangl, Managing Member
Phoenix Biomass Energy, Inc. (50%)

3 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)
4 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(A)
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THE PROJECT

The Applicant received an STE to develop a 3 MW bioenergy facility in Wilseyville that will
convert local forest biomass into syngas and biochar using a gasification process. By doing so,
the Applicant will be able to reduce open burning of forestry waste. According to the Applicant,
the Project’s gasification technology will bake the woodchips to create syngas, and the waste
heat from the syngas production will be reused in the drying process of its incoming feedstock.
The syngas will power a 3 MW engine that will produce electricity to sell back to the grid to
Pacific Gas and Electric. Biochar is the residual byproduct of the gasification process and is a
low energy content, high fixed carbon solid that will then be sold for use in soil amendments or
as activated carbon for water and other filtration applications.

Consistent with CAEATFA policy, the Qualified Property in this Application will be used to
manufacture syngas; the Qualified Property also includes a portion of the power generation
equipment used to power the facility. The Project’s equipment will consume approximately 15
percent of the total amount of available energy generated from syngas combustion; therefore, 15
percent of the power generation equipment is eligible for a sales and use tax exclusion. However,
85 percent of the power generation equipment is not included in this Application, as it represents
the proportion of available energy in the form of electricity that will be sold to PG&E.

15% PURCHASE REQUIREMENT TIMEFRAME EXTENSION REQUEST

The Applicant has requested that the 15% purchase requirement timeframe be extended from
December 21, 2023, to June 21, 2024, in order to accommodate delays in obtaining funding.

Staff Evaluation

Staff took into consideration the adverse effect caused by the coronavirus pandemic, which not only
impacted the Applicant’s industry, but market conditions as well. According to the Applicant, the
onset of the Project has been delayed until the Applicant is able to secure capital funding. As
market conditions continue to fluctuate, the Applicant has had to conduct additional engineering
work to ensure it does not exceed the dedicated budget. The Applicant was able to overcome the
financial burden of the economy conditions and ensure the Project’s success by applying for a
USDA REAP Loan Guaranty and for Climate Catalyst Funding (CCF). The Applicant has a
commitment letter from the bank as well as a mezzanine lender. The Applicant will have secured
the funding needed to accelerate the purchasing of Qualified Property by the end of December
2023.

Based on this information, Staff believes these are extraordinary circumstances, and that
extending the 15% purchase requirement timeframe will allow for the Project to be completed,
and is, therefore, in the public interest and advances the purposes of the STE Program.
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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 STE Program regulations,® the Applicant has paid an additional fee of $1,500
because extending the 15% purchase requirement timeframe qualifies as a modification to the
Applicant’s Agreement.

RECOMMENDATION

Staff recommends that the Board approve the Applicant’s request to extend the 15% purchase
requirement timeframe by six months to June 21, 2024, as the Applicant has demonstrated
extraordinary circumstances, and it is in the public interest and advances the purposes of the STE
Program.

Attachments

Attachment A: Blue Mountain Electric Company LLC’s letter requesting waiver (September 15,

2023)
Attachment B: Blue Mountain Electric Company LLC’s staff summary at the time of approval

> California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(A)
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RESOLUTION APPROVING AN EXTENSION OF
BLUE MOUNTAIN ELECTRIC COMPANY LLC’S 15% PURCHASE
REQUIREMENT TIMEFRAME UNDER THE REGULATORY AGREEMENT

December 12, 2023

WHEREAS, on June 21, 2022 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 $17,030,696 of Qualified
Property for Blue Mountain Electric Company LLC (the “Applicant”); and

WHEREAS, within 18 months of approval by the Authority, the Applicant must purchase
or execute purchase orders for at least 15% of the total amount of Qualified Property listed in the
approval resolution (STE Program regulations Section 10035(b)(1)); and

WHEREAS, upon a finding of extraordinary circumstances and that it is in the public
interest and advances the purposes of the Program, the Authority may waive the requirement that
the Applicant must purchase or execute purchase orders for at least 15% of the total amount of
Qualified Property within 18 months of Application approval (STE Program regulations Section
10035(b)(1)(A)); and

WHEREAS, the Applicant has requested a waiver of the requirement to purchase or
execute purchase orders for at least 15% of the Qualified Property amount within 18 months due
to unexpected delays in the Project timeline, extending the term by six (6) months to June 21,
2024; and

WHEREAS, the Applicant has demonstrated extraordinary circumstances as to why it
cannot meet the 18-month 15% purchase requirement timeframe; 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 these are extraordinary circumstances and that it is in the
public interest and advances the purposes of the Program to extend the Applicant’s deadline to
meet the 15% purchase requirement to June 21, 2024.

Section 2. This resolution shall take effect immediately upon its passage.
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Attachment A: Blue Mountain Electric Company LLC’s Letter Requesting Waiver
(September 15, 2023)
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Attachment B: Blue Mountain Electric Company LLC’s Staff Summary at the Time Approval

Apenda Item —4.A S
Resolution Mo, 22-ShA01-01

CALTFORNIA ALTERNATIVE ENERGY AND
ADVANCED TEANSPORTATION FINANCING AUTHORITY

Reguest to Approve Project for @ Sales and Use Tar Exclusion’

Blue Mountain Electric Company LLC
Application No. 22-Sh001

Tuesday, June 21, 2022
Prepared By: Xee Moua, Frograom 4rnaiyss
SUMMARY
Applicant — Elne hJIountain Electic Compary LLC
Location — JWilseanille, Calaveras Comty

Industry — Biomass Proceszing and Fuel Production

Project — ew Bionas: Procemsing and Fusl Broduction (Alternative Soarce)

- Estimaied Sales and Use Tax
D rn LT Exchusion (“S5TE”) Amount®
317,030,696 $1447 602
Estimated Net Benefit* Dollar Value Points Earned

Estimated Fiscal Benshits 31,710,760 1,188
Estimated Environmental Benafits 32,038 204 2,030

Additional Eenefirs A 20
Total 34,658 564 3308

Frfimated Quanfifiable Nef Beneht 33.010,055

Competitive Criteria Score — 1453

Staff Recommendation — Approval

" Al capitalized temvs non defized in this documess aze defined in the $TE Program®s statutes and regulations.

* This aznount is caboalabed hased on the avemge statewide sales tax rute of 3.9%,

' Applicatioes that eam a Total Score of at beast 1) poizes and an Envimonmental Benefls Scone of over 200 poisss
ey ke recompsended o gpproval. (California Code of Begulatsons Title 4, Division 13, Section HOG30c)00.)
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Eesolotion No. 22-ShI001-01

Natg: The Jatliffad Proga-f perdkdhdd rdpardd i dhe Apphiianiag 2ol shawe kdrd id S8 ragcr drd sibods ied
codth Af fd Sfrmtea o E_‘l"Ll:r Fdguidgicry dgrdemdal, u_l'?.n:h':dﬂ FProyos dgupmdnl daf vl b greprdd ddfadling
Ak i E‘rl“d Frajasd dguipmdnl defuaily geguirdd, add fd hifealed fay bd'm.!_l'r! radiizgd peorpusnl i Hohudrue sl
Tax Code Saetfen @000 5. F"d.—.'ﬁn:d_l"n':m Bt calt dhereind in P lpiotid e dieill i Bk it ey celdir aeine fo Ak

Sicebdeig i o Iridrddidd 2ok :|_|rddrl:||'r| gandiacinls d:_l"ln'ld Frafdad e drigias] erfimiafds, and ghdr rdissnd. I
e, Al Sadtr mati wiel difdr cicdidg due b Insrddidd S8k, di Wl &4 sowemicr diddignt drd dguiiiidel
metAea Hrtt diarinr Soverirustion, difErdncer i sftnvednt diad fr fefure 2AArgdd (2 dhefuld o regalation, o for
cuthdr raddovs

TIMELINE

According to the Applicant, Project activities have started as of Tuly 2020, and it is in the process
of obtaining detailed ensimesring for constaction. The Applicant states itz bid packs are
excpacted to be iszued by fall of 2022, with the gasifisr being ordered by Beptarmber 2022, Project
consmaction will begin between swrommer and fall of 2022 and i= anticipatad to be completed by
the end of 2023,

ETATUS OF PERAMITS'OTHER. REQUIEED APFROVALS

The Applicant states that the Calaveras County Planning Departnent approvad the Projact in
Movember 2021 and filed & Mitizated INagative Declaration. The Applicant has besn approved
for itz conditional wee penmit, Fenewablzs Portfolio Standards Eligibility Cartificate, CEQA and
Haalth Fizk Azzswment.

COMPETITVE CEITERIA SCORE

The Applicant received 145 Competitive Criteria podrts as follows:

1. Environmental Benefits {100 of 100 points}. The Application has a Project that
produces an Altermative Source prodwct, component, or systern, and therefore, 100
poinfs ars swvarded.

2. Unemplovment (0 of 50 points). The Applicant’s Project i= located m Calavaras
Cpanty, which has an average armveal imemployment rats of 38347 When compared
to the statewide average armual wmemployment rate of 7.80%, the Project location
earnad the Applicant zero points,

3. Job Creation (30 of 75 points). The Applicant anticipates the Project will support 2
total of 14 production-ralated jobs at its Faclity. CAEATFA estimates that

approcimatety tovo of thess jobs will be atribnstable to 2 marginal increass s jobs
craated due to the STE. Bazad on the smommt of 3TE par astimeatad mumber of jobs
craated, the Applicant eamed 30 poimnts.

* Unemployment mtes ase hased on data availoble in Decemnber 2021,

Lt
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4. California Headguariers (15 of 15 points). The Applicant has a Califomia
Corporate Headguarters, and therefore. 15 points ave swarded.

Naimnral Disaster Relief (i} of 50 points). Tha Project iz not to rebuild or relocate the
Applicant’s Facility due to a fire, flood, storm, or earthguakes identified in a state of
exmerzency proclamied by the Gomermor within twa years of the time of application,
and, therefore, zero points are awarded.

£

6. Eligibility for Manufaciuring and Besearch and Development Equipment
Exemption [ of 50 points). The Applicamt iz elizibla touse ane or more of tha
exemptions established pursuant to Section §377.1 of the Favenus and Taxation
Code and therefore. zers points ars swardad.

7. Emerging Stratesic Industry (0 of 75 points). The Project’s industry i= not in an
Emerging Srategic Industry, and, therefore, zero points ana awarded.

PFROJECT EVALTUATION

PROJECT BENEFITS

The Project recaivad 3 Totz] Scare of 3. 308 point:, which exceeds the raguired 1 000-podet
threshold, and a total Exviroarnental Benefits Score of 2,030 points, which exceeds the 20-pomt
threszhald.

A Fixcal Benefits {1,158 poinfs). The net present vahse of the tots] fiscal benefits over
the hifetime of the Qualified Property is derived from the Applicant’s sales and uze
taxes, personal moome tawas paid by the fimm’s employees, frm taxes on prodts,
property taxes, and gther indivect fizcal benefits of the Applicant. The totz] fizcal
benefits amount to 31,719,780 resuliing in a Fiscal Benefits score of 1,138,

B. Environmental Bengfits {2 030 points). The Project is anticipatad to rezalt in
31,938 204 of total polhition benefits gver the life of the Project, resuliing in an
Envircmnantal Benefits Soore of 2,030 points. These banafits derive from the
production of oy, which offeets the nead for wee of foesil fiel

. Additional Benefits (# poinis). Applicants may eam additions] points for thedr
Total Scora. The Applicant recaived 90 additional poiafs.

1. Production Jobs (30 of 75 poinis). The Applicant aaficipates the Project will
suppart 2 total of 14 production-relatad jobs at itz Faclity. CAEATFA
estimates that approximatsly fwa of theza jobs will be attributabla to 2
rnargmal incresse m jobs aested due to the STE. Bazed an the amomrnt of STE
per estirnated mamber of jobs created, the Applicant samed 30 points.
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1. Copstruction Jobs (35 of 7% points). The Applicant anticipates the Project
will support 3 total of 24 constroction jobs at its Facliy. CAEATEFA
exfimates that approximately four of these jobs will be atribuwtable to 3
rmarginal increzse m jobs aested due to the STE. Bazed an the amonrt of 3TE
per estimatad munher of jobs created. the Applicant samed 35 points.

3. Unemplovment (0 of S0 points). The Applicant’s Project jz lacatad in
Calawaras County, which has sn average swns]l anemplovinent rate of 5 8%
When comparad to the statewide sverage anwal wmemployment rate of
T7.89%, the Project location sarmed the Applicant zarg pomhts,

4. Benefit: and Fringe Benefits {25 of 25 pointy). The Applicant states it
provides medical healds, dewta] and vision benefits, bomzes, 3 pensipn plan,
retirement contributions, emploves dizcomnts, and paid leave benefits to ity
emploves:, eaming the Applicant 25 points,

LEGAL QUESTIONNAIRE

Staff reviewed the Applicant’s responses to the guestions contzined in the Lagal Stams portion of
the Application. The responses did not disclose ary mformation that raizes guestions CORCErmMnE
the financial viahility or legal intsgrity of this Applicant.

CAFATFA FEES

I accordance with CAEATEA regulations,” the Applicant has paid CAEATFA an Application
Fee of 310,000 and will pay CAEATFA an Adminisrative Fee of up to 368, 122.75.

EECOAMENDATION

Staff reconunends the approval of Fesoluton Mo, 22-30001-01 for Blue hMomtzin Electric
Company LLC s marchaze of gualifving tanzible personal property in an amount not to exceed
F17,030,696 anticipatad to resalt n an approximeats STE valus of 3 1,447,609,

* Califomia Code of Begulations Tile 4, Divisios 12 Section 13
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EESOLUTION AFFROVING AND AUTHORIZING EXECTTION OF A
FEEGULATORY AGREEMENT WITH
BLUE MOUNTAIN ELECTRIC COMPANY LL.C

June 21, 2022

WHEFEAS, the Califomiz Alternative Ersrzy and Advenced Transporiation Financing
Anthority (the “Aunthorin) has received the Application of Blue hMountain Electric Company
LLC (tha “Applicant™} for finsncis] azzistance under the Zalas and Tse Tax Excluzion Program,
as established in Public Pesources Code Section 26011 8; and

WHEFREAS, the Applicant qualifies az 3 Participating Party under Public Bezources Code
Section 260118 and Feverme and Taxation Code Section 6010.8; and

WHEFREAS, the Applicant’s gualifying tangible persona] property mests the
requirernents of a Project under Public Fiesources Code Section 260118 and Fevenue and
Tacation Code Saction $010.8 (the “Project™); and

WHEFEAE, after the Anthority approves an Application, the Authority eaters into a
Peanlatory Asteement. 3z described in Avthority Fesulations Saction 10035{z3), with the
Applicant for the Project; and

WHEREAS, the Applicant has statad the Project has an estimated cost not to exceed
$17,030,594 over a pericd of three (37 years; and

WHEFREAS, the Applicant sszerts that this form of financial azsistance will enabls it to
avail itself of the benefits of an exclusion fom sales and use tapas relstive to the Project
parzaaat to Feverms and Taxation Code Section G01008; and

WHEFEAS, the spproval of the terms of the Fegnlatory Agresment and authorio: for the
Enecutive Diractor ar Chair of the Anfhority to exsnste the neceszary dooarments to efectuate
the Femlatory AsTesment is now sought;

NOW, THEFEFORE, BE IT FESOLVED by the Califomia Altermative Eneray and
Advanced Transportation Financing Authority, 3= follows:

Section 1. The Fegulatary Agsresrpant inclades 2 Project within the meaning of Public
Pesmoces Code Section 26050202 1WE).

Section 2. The Fegulatary Asresrpant constitutes financial assistance within the meaning
of Public Fesources Code Saction 26003{a)&).

Section 3. The Applicant is 2 participating party within the meanme of Public Fesources
Code Section 26003 (2){7).

Section 4. The Execwtive Director or Chair of the Authority (the “Sutharized
Simmatories™) are hershy authorized for and on behslf of the Authority to approve aay changes to

(=]
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the Project as the Anthorized Siznatories deem sppropriste provided that the smoumt of the
gualifyving tanzible persons] property to be purchased for the Project may not be increased ahova
the amomnt spproved by the Awtharity.

Section 3. The propossd fornm of the Fegulatory Agresment batwesn the Applicant and
the Awthority, 22 filed with the Authority prior to this public mesting, is harebrn approved Far,
o behalf and in the nams of the Authority, the Anthorized Simnatories are herelry snthorized and
directed to execuie, ackmowledze and daliver to the Applicant the Femalatory Asresment in
mbstantially the form filed with or zpproved by the Authority.

The Fegulatory Asresrment may cowrtain insertions, deletions or changses 2= the
Aunthorized Simataries exescuting the Femulatory Agresment may raguirs or approve, inchiding
particular mfonnation meerted m substantial conformeayce with the staff sumemary and in the
Application to the Authority. The approval of the Resnlatory Asteement will be conclusively
evidencad by the emaoition and dalivery of the finz] Femnlatory Asresment

The Autharity understands and asreas that, parsuant to the tenms of the Femolatory
Agrapmant the oblizstions of the Applicant, under spme cirourmstances, may be carriad out or
azzunad v 2 successor of assignes entity, or by an affiliste of the Applicant.

Section &. Each of the Authorized Signatories, acting alane, is hereby authorized and
directad to do any and all ministerizl acts, inchiding, withost lmiteation, the egeoition and
delivery of amy and all decuments and certificates they may desm pecessary or advisabla to
conawpmate the Fapulatory Asreernent and otherwize effecmate the purposes of this Feaolution.

Section 7. The Applicant shall ensure that all of the gualifying tansibls persons] property
acquired z= part of the Project that is listed in the semi-annos] reports provided to the Awtharity
purzuant to the Regulatory Apreement will be mztalled, maintamed and operated in compliance
with a1l applicable local, state and faderal Laws.

Section & The Fegulstory Asresrpent shall oaly spply to qualifying tangible parsonal
property acquited =z part of the Project that the Applicant certifies will be nstalled. maintaimad
and operated at Scilities physically located within the State of Califormia.

Section 9. Maither the adoption by the Awtharity of thiz Fesoletion for the Applicant mar
the Femlatory Astesment may ba raferrad to m amy application bafore amy goverunents] azency
as evidence of the feasibility, practicality or suitability of the Project and may not be referred to
in amy application for sy reguired penmizsion or suthority to 2cquire, constract or operate the
Praject.

Section 10. Thizs Fasphrtion iz effective immediately and will remain i foll farce and
affect imless the Bemlatory Asresment is not executed within thirty (30) davs of the date of this
Fesolution. The Executive Director may exctend the thirty (30} dayve if neceszary.
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