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CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve an Extension of the 15% Purchase Requirement Timeframe
and the Initial Term of the Regulatory Agreement?

Zanker Road Resource Management, LLC, dba Z-Best Composting Facility
Application No. 20-SM013

Tuesday, December 12,2023

Prepared By: Katrina Walters-White, Program Analyst

SUMMARY

Applicant — Zanker Road Resource Management, LLC, dba Z-Best Composting Facility
(previously applied as Zanker Road Resource Management, Ltd.)

Location — Gilroy, Santa Clara County

Industry — Mixed Organics

Project — Upgrade of Existing Compost Production Facility (Recycled Resource Extraction)
Total Amount Qualified Property Approved- $24,395,182

Estimated Sales and Use Tax Exclusion Amount at Approval? — $2,039,437

Amount of Time Requested —

e Requesting a one (1) year and six (6) month extension, until July 1, 2025, for the 15%
purchase requirement timeframe (five (5) years, three (3) months and 15 days from the
date of initial CAEATFA Board approval)

e Requesting a one (1) year and six (6) month extension, until July 1, 2026, for the initial
term of the Regulatory Agreement (six (6) years, three (3) months and 15 days 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 at the time of initial approval, which was
8.36%.
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REQUEST

On March 17, 2020, the CAEATFA Board approved a sales and use tax exclusion (“STE”) for
Zanker Road Resource Management, LLC, dba Z-Best Composting Facility (the “Applicant”)
for the purchase of up to $24,395,182 in Qualified Property to upgrade its existing composting
facility, Z-Best, located in Gilroy (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.
Also, the Agreement initial term provided the Applicant with three years from the date of
CAEATFA Board approval to utilize its STE award.*

On August 17, 2021, the CAEATFA Board approved the Applicant its first 15% purchase
requirement timeframe for eight months from September 17, 2021 to May 17, 2022, to
accommodate delays with its California Environmental Quality Act (“CEQA”) application
review and approval as a result of the COVID-19 pandemic.

On April 19, 2022, the CAEATFA Board approved the Applicant its second 15% purchase
requirement timeframe for one year, seven months, and 15 days from May 17, 2022 to

January 1, 2024, an initial term extension for one year, nine months, and 15 days, from March
17, 2023 to January 1, 2025 to accommodate additional delays with CEQA application, and a
participating party name change from Zanker Road Resource Management, Ltd. to Zanker Road
Resource Management, LLC.

As of November 2023, the Applicant has not used any of the STE awarded to make purchases of
Qualified Property. The Applicant is requesting to extend the 15% purchase requirement
timeframe for the third time by one year and six months to accommodate delays in Santa Clara
County approving the project’s Environmental Impact Report. The Applicant is also requesting
to extend the Agreement’s initial term for a second time by one year and six months for the same
accommodations.

The CAEATFA 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. ®

The CAEATFA Board can extend the initial term of the Agreement upon a finding that an
extension is in the public interest and advances the purposes of the STE Program.®

According to the Applicant, since its last 15% purchase requirement and initial term extension
approvals, the Project continues to be impacted by the County of Santa Clara’s review of its
pending draft Environmental Impact Report (“DEIR”) as part of its CEQA application.
According to the Applicant, the Project's DEIR is now set to first go through an evaluation by the
Planning Commission, and then a formal review by the Board of Directors. The Applicant

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)
> California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(A)
& California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(B)
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anticipates that the Board of Directors will approve its DEIR by December 15, 2023, which will
complete its CEQA application and a major use permit modification approval. The Applicant
believes it is likely that the Board of Directors will approve its project as it is a critical
component for SB 1383 (Lara, 2016) requirements to divert organics from landfills. Once
approved, the Applicant will apply for building permits with the anticipation of construction
beginning September 1, 2024. The Applicant states the finalization of construction and
purchasing of the remaining Qualified Property will conclude by May 2025.

THE APPLICANT

The Applicant is a privately owned solid waste and recycling company operating in the San Jose
and Sacramento areas. The Applicant began operations in 1985 as a landfill and has since
developed into a full-service resource management company. The Applicant’s Z-Best
Composting Facility processes mixed solid waste to produce compost.

On June 19, 2018, the CAEATFA Board granted the Applicant its first STE award for the
purchase of up to $11,132,857 in Qualified Property for an estimated STE value of $930,707 to
build a new mixed recycling facility located in San Jose, known as the Advanced C&D
Processing System. As of June 2019, the Applicant has expended approximately $11 million of
the Qualified Property (99% of the Qualified Property amount awarded) and completed the
project in 20109.

The major shareholders (10.0% or greater) of | The company officers of the Applicant are:
the Applicant are:

Tracy Adams, CEO
MIP V Waste Holdings, LLC (100%) Greg Ryan, COO

Nz James Redmond, Acting CFO
Catherine Finley, General Counsel

MIP V Waste, LLC (100%)

N

Zanker Road Resources Management,
LLC

THE PROJECT

The Applicant received an STE to upgrade its existing Z-Best Composting Facility in Gilroy.
According to the Applicant, it started the permitting process for the Project in 2015 to increase
the facility capacity up to 2,750 tons per day of compostables and to update the existing
composting method to reduce the time required to complete the compost production process
while utilizing the same facility footprint. The Project will result in the processing of a larger
volume of more diversified solid waste inputs at the facility, which will increase the diversion
rates for its local jurisdictions. The Applicant states it is accepting around 205,000 tons per year
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of mixed solid waste compostables; when the Project is completed, the Applicant will be able to
accept over 311,000 tons per year.

According to the Applicant, the facility’s new composting technique uses two composting
methods, each using a different aerated technology. In the first step, primary composting, the
technology selection optimizes odor and volatile organic compounds control while also
providing pathogen reduction, drying, and significant bio-stabilization in 20 days. In the second
step, the technology selection optimizes uniform bio-stabilization in 24 days. All emissions are
processed through a biofilter to remove volatile organic compounds and air contaminants. After
the secondary composting stage, the materials will be removed from the composting bunker and
placed into a stockpile where it will cure. The cured compost will undergo a finished product
screening to remove non organics.

15% PURCHASE REQUIREMENT TIMEFRAME EXTENSION REQUEST

The Applicant has requested that the 15% purchase requirement timeframe be extended from
January 1, 2024 to July 1, 2025, in order to accommodate delays with its DEIR pending with the
County of Santa Clara.

AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicant has requested that the initial term of the Agreement be extended from January 1,
2025 to July 1, 2026, in order to accommodate delays with its DEIR pending with the County of
Santa Clara.

Staff Evaluation

In making its recommendation, Staff acknowledges that delays with CEQA applications are
common and environmental standards can vary from project to project. Staff recognizes that the
Applicant has been working diligently with the County of Santa Clara to ensure its DEIR
complies and that review and approval processes are not always in the Applicant’s control. In
accordance with the anticipated approval date, the Applicant has outlined a new timeline with the
intent of completing the Project. Subsequent to the environmental review, the Applicant will
submit the Project drawings for construction permits in January 2024. The Applicant expects the
construction permits to be issued by September 2024 and to complete building its facility and
installing the equipment by the end of May 2025. The Applicant requested for the initial term to
extend until July 2026 in the event there are additional delays given the Project’s history.

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. Staff also
believes extending the initial term of the Agreement 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 has reviewed the Applicant’s responses to the questions contained in the Legal Status
portion of the Application. The Executive Director, in consultation with legal counsel, has
determined that the legal issues disclosed do not affect the financial viability or legal integrity of
the Applicant.

CAEATFA FEES

In accordance with STE Program regulations,’ the Applicant has paid an additional fee of $2,250
because extending the 15% purchase requirement timeframe and the initial term qualifies as a
modification to the Applicant’s Agreement.

RECOMMENDATION

Staff recommends that the Board approve Zanker Road Resource Management, LLC, dba Z-Best
Composting Facility’s request to extend the 15% purchase requirement timeframe by one year
and six months to July 1, 2025 as the Applicant has demonstrated extraordinary circumstances,
and it is in the public interest and advances the purposes of the STE Program.

Staff recommends that the Board approve Zanker Road Resource Management, LLC, dba Z-Best
Composting Facility’s request to extend the initial term of the Agreement by one year and six
months to July 1, 2026 as it is in the public interest and advances the purposes of the STE
Program.

Attachments

Attachment A: Zanker Road Resource Management, LLC, dba Z-Best Composting Facility’s
letter requesting waiver (September 21, 2023)

Attachment B: Zanker Road Resource Management, LLC, dba Z-Best Composting Facility’s
staff summary at the time of approval

" California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(C)
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RESOLUTION APPROVING AN EXTENSION OF ZANKER ROAD RESOURCE
MANAGEMENT LLC, DBA Z-BEST COMPOSTING FACILITY’S 15% PURCHASE
REQUIREMENT TIMEFRAME AND THE INITIAL TERM UNDER THE
REGULATORY AGREEMENT

December 12, 2023

WHEREAS, on March 17, 2020, 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 $24,395,182 of Qualified
Property for Zanker Road Resource Management, LLC, dba Z-Best Composting Facility
(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 eight (8) months to
May 17, 2022; 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 by May 17, 2022 due
to unexpected delays in the Project timeline, extending the term by one (1) year, seven (7)
months, and 15 days to January 1, 2024; 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 by January 1, 2024
due to unexpected delays in the Project timeline, extending the term by one (1) year and six (6)
months to July 1, 2025; and

WHEREAS, the Applicant has demonstrated extraordinary circumstances as to why it
cannot meet the 18-month 15% purchase requirement timeframe; 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
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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 had requested 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 one (1) year, nine (9) months, and 15 days to
January 1, 2025; and

WHEREAS, the Applicant has requested a waiver of the requirement to purchase all of
the Qualified Property by January 1, 2025, due to unexpected delays in the Project timeline,
extending the term by one (1) year and six months to July 1, 2026; and

WHEREAS, granting the waivers 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 July 1, 2025.

Section 2. The Authority finds that it is in the public interest and advances the purposes
of the Program to extend the Applicant’s initial term of the Regulatory Agreement to
July 1, 2026.

Section 3. This resolution shall take effect immediately upon its passage.
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Attachment A: Zanker Road Resource Management, LLC, dba Z-Best Composting
Facility’s Letter Requesting Waiver (September 21, 2023)

A-1



Agenda Item - 4.C.1
Resolution No. 20-SM013-04

Attachment B: Zanker Road Resource Management, LLC, dba Z-Best Compost Facility’s
Staff Summary at the Time of Approval

B-1



B-2
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