Agenda Item - 4.A.9
Resolution No. 21-SM028-02

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

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

Brightmark Vlot RNG LLC
Application No. 21-SM028

Tuesday, February 20, 2024

Prepared By: Katrina Walters-White, Program Analyst

SUMMARY

Applicant — Brightmark Vlot RNG LLC

Location — Chowchilla, Madera County

Industry — Dairy Biogas Production

Project — New Dairy Biogas Production Facility (Alternative Source)

Total Amount Qualified Property Approved —$29,698,976

Estimated Sales and Use Tax Exclusion Amount at Approval® — $2,524,413

Amount of Time Requested —

e Requesting a one (1) year and fifteen (15) day extension, until March 31, 2025, for the

Initial Term of the Regulatory Agreement (a total of four (4) years and fifteen (15) days
from the date of initial CAEATFA Board approval of March 16, 2021)

Staff Recommendation — Approval

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

On March 16, 2021, the CAEATFA Board approved a Sales and Use Tax Exclusion (“STE”)
award for Brightmark Vlot RNG LLC, formerly known as Chowchilla RNG LLC, (the
“Applicant”) for the purchase of up to $29,698,976 in Qualified Property to build a new dairy
biogas production facility in Chowchilla (the “Project”). The Regulatory Agreement
(“Agreement”) initial term provided the Applicant with three (3) years from the date of
CAEATFA Board approval to utilize its STE award.®

On September 21, 2021, the Applicant requested a name change from Chowchilla RNG Energy,
LLC to Brightmark Vlot RNG, LLC. The STE award was originally approved for Chowchilla
RNG Energy, LLC, but Brightmark Vlot RNG, LLC later purchased the Project, therefore, the
STE award was transferred under the new name, Brightmark VIot RNG, LLC.

As of November 2023, the Applicant has used the STE award to purchase approximately
$25,500,000 of Qualified Property (86% of the total Qualified Property approved). The
Applicant is requesting to extend the Agreement initial term by one (1) year and fifteen (15) days
to accommodate delays in engineering and permitting.

According to the Applicant, the onset of the Project has been affected by significant engineering
and permitting delays. Although a substantial amount of the qualified property has been
purchased, the delayed engineering scope will require the Applicant to purchase materials and
obtain permitting by the end of 2024.

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.*

THE APPLICANT

Brightmark Vlot RNG LLC (the “Applicant”), is a Delaware limited liability company that
formed in 2021 and is located in San Francisco, CA. The Applicant is a wholly-owned subsidiary
of Brightmark Vlot Holdings LLC.

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

G. Robert Powell - CEO

Brightmark LLC Justin Goldstein - CFO
Sujay S. Parikh - General Counsel &
— Secretary
g Monique B. Lane - Asst. Secretary
T — Josgph Atkinson -_Vlce Pr_e5|dent
Origination LLC Craig Murphy - Vice President

P Gerrud Wallaert - Vice President

100%

Brightmark Viot
Holdings LLC

100%

Delaware

THE PROJECT

The Applicant requested an STE award to build a new dairy biogas production facility located in
Chowchilla (the “Project”). The Applicant explains the Project will convert organic dairy manure
and wastewater effluent generated at the Vlot Calf Ranch in Chowchilla. The organic waste will
then be converted using an anaerobic digester into biogas, which will be used to produce
renewable natural gas (“RNG”). The Applicant states the Project is expected to produce over
360,000 MMBTU per year of RNG, which will be sold in California for use in conditioned
natural gas vehicles. According to the Applicant, the Project will be connected to a Pacific Gas &
Electric Company pipeline via a gathering system owned by California Gas Gathering, an
affiliate of the California Energy Exchange Corporation.

AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicant has requested that the initial term of the Agreement be extended from March 16,
2024, to March 16, 2025, in order to accommodate engineering and permitting delays.

Staff Evaluation

Staff took into consideration that the Applicant had to conduct additional engineering, which has
affected the timeline to procure equipment. To ensure that the project remains on track, the
Applicant has made plans to purchase the remaining equipment within six months. Although
substantial engineering and permitting delays pushed back the Project’s timeline, the Applicant
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has purchased a significant portion of the equipment, and the final commissioning is expected for
early 2025. The scope of the project has not changed.

Based on this information, Staff 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.

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 $2,000
because extending the initial term qualifies as a modification to the Applicant’s Agreement.

RECOMMENDATION

Staff recommends that the Board approve the Applicant’s request to extend the initial term of the
Agreement by one (1) year and fifteen (15) days to March 31, 2025 as it is in the public interest
and advances the purposes of the STE Program.

Attachments

Attachment A: Brightmark Vlot RNG LLC’s letter requesting waiver (November 28, 2023)
Attachment B: Brightmark Vlot RNG LLC’s staff summary at the time of approval

5 California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(B)
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RESOLUTION APPROVING A TIME EXTENSION FOR
BRIGHTMARK VLOT RNG LLC’S INITIAL TERM FOR
THE REGULATORY AGREEMENT

February 20, 2024

WHEREAS, on March 16, 2021 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 $29,698,976 of Qualified
Property for Brightmark Vlot RNG 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 has 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 and fifteen (15) days to March 31, 2025; 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 Program to extend the Applicant’s initial term of the Regulatory Agreement to March 31,
2025.

Section 2. This resolution shall take effect immediately upon its passage.
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Attachment A: Brightmark Vlot RNG LLC’s Letter
Requesting Waiver (November 28,2023)

DenssSign E vl 100 CADS0B D8-S84 1 EE IR DUD S04 0 A I0ET

LT Marigomany Sireest, F1 1

W BRIGHTMARK A

MNovember 28, 2023

California &ternative Enengy and

Scvanced Transportation Financing Auwthority
915 Capitol Kall,

Sacramento, CA 05814

Bttm: Kee Moua

Emaiil: mee.moua@trezsurer.ca.goy

Deair Kz,

Per our last semi-annual report to CAEATFA, Brightmark Viot BNG LLE |"Brightmark™) has used B6%
of its sales and use tax exdusion award.

To-date, Brightrmark has purchased Twenty-five Million, Nine Hundred and Forty-four Thousand,
Fifty-two Dollars and Hinety-two Cents (525,944, 052.92) of Oualified Property. The sward is s=t to
eupire on March 16, 2034,

Mease aocept this letter as 3 formal request to extend our awand until BManch 31, 3035, and to be
considered 2t CAEATFRA's February 20, 2024 Board Meeting.

This extension is necessary due to signifiant emgineering and permitbing delays affecting the RNG
fadlity. The substantial majority of engineered items and major eguipment have been ondered, and
mst of the material spending on the project is complete. However, the delayed engineering scope
reguires Brightmark to continuee procurement of bulk and field matenals well inte 2024, Final
commissicning is now scheduled for early 2025,

To ensure that the project remains on tradk, the remaining materials for project construction shall be
ordersd within the next siv months to ensure construction remains on track throughowt J034.
Mizoellaneous ard contingency materials may be ordered in eardy 2025,

The scope of this project has not changed. Throughout the term of this Regulatony Szreement, the
Company agrees to scquire up to 520 608,976 of tangible personal property that at lesst fifty percent
|S0UFE) of its use is either {1} to process recyded feedstock that is imtended to be reused in the
production of another product or using recycled feedstock in the producton of another product or
Soil amendment, or [2) is utilized in an advanced manufacturing process or for the design,
manufacture, production, or assembily of advanoed transportation technologies or alternative source
products, components, or systems or for advanced manufacturing facilities from one or more vendors
for the Project, 25 desaribed in the Application.

[Signoture Poge Folows]

Arimopinr Worde



DocuSign Erwelope D CAISOEDA-ERE-41EE-SSF D-0DS042CAMSY

W BRIGHTMARK

Thank you for your consideration in this time-sensitive matter.

Regards,
,——Twia g

Tw ..y
Horand 2 /[\‘)dl 3

Brightmark Viot RNG LLC
By: Gerrud Wallaert
Its: Vice President
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1725 Martgorrery Streee, F1 3
SanFranchon, CASMILL

Date: 11/28/2023

Reimogine Woste
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Attachment B: Brightmark Vlot RNG LLC’s Staff Summary
at the Time of Approval

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

Agenda Item — 4.G. 15
Fezolution No. 21-5MIZE
Application No. 21-50025

CALIFORNIA ALTEENATIVE ENERGY AND
ADVANCED TEANSPORTATION FINANCING AUTHORITY

Reguest to Approve Praject for a Saler and Use Tox Exclusion’

Chowchills ENG Energy, LLC
Application No. 21-5M028

Tuesday, March 16, 2021
Prepared By Mochew Jumps, Program dnalvst
SUMMARY
Applicant — Chowchills BEXNG Energy, LLC
Location — Chowchilla, Madera Coanty

Industry — Diziry Bioza: Production

Project — ew Dairy Biogas Production Facility {Altemative Source)

320808074 12,524 413
Estimated Fizcal Bansfts 36,389,610 2,610
Estimated Envirormenta] Eenefits 31,494,002 303
Additional Benefits A T3
Total 8,085,702 3,776
Extimated Quantifiable Net Benefit 35,561,239

Staff Recommendation — Approval

' Al capitalized temes not defized in this documess ase defined in the STE Program”s sintutes and reguloions
* Thiis amount is caleulated hased om the average statewide sales tax rate of 8.3%,
! Applicatioss that eam & Tistal Senwe of ot beast 1,IHH poizes and an Envirenmental Henelits Soore of oy |'.".'_"|3'|5|:r|.'|'.'|
my be recommended foc spproval. (Calidornia Code of Regulations Titke 4, Division 13, Section 100331c)(6.)
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THE APPLICANT

Chowchilla BI1NG Energy, LLC (the “Applicant™), iz 3 Dalawars imited lishilin: comparry that
formed m 2020, The Applicant iz owned by Starwood Ensrgy Group Global, LLC, which is &
private invesonent fimm foosed on ensrey infrasouciure.

The company officers of the Applicant ara:
Hirnamzhn Saxens, Chief Execative Officar
Miadizon Groza, Senior Mdanazms Diracior and General Counzal
Dravid Arbiz, Chief Financizl Officer
Jeffrey Dialzado, Manazing Director
Allex Digherioo, Managing Director

THE PEOJECT

Chowchilla BING Energy, LLC, is reguesting an 3TE award to build 2 new dairy biogas
production facility located i Choonchillz (the “Project™). The Applicant exgplain: the Project will
convert organic dairy manare and wastewater effluent gensrated af the §Jat Calf Fanch m
Chowchilla. The arganic wasts will then be converted wring &n anaerobic digester info biogas,
which will be uzed to prodoce renswable nanmsl gaz (“FHNGE). The Applicant states the Project
iz empectad to produce over 360,000 RILVETLY per year of F1MNG, which will be 20ld i Califormia
for use in conditioned nataral gas vehiclas, Accaording to the Applicant, the Project will be
connected to 2 Pacific Gas & Electric Company pipeline via a gathering svstem owned by
California Cras Gathering, an affilizte of the California Energy Exchanze Corporation.

ANTICIPATED COSTS OF QUALIFIED FROPERTY
The anticipated Chualified Property purchazes are lizted below:

Euilding= $1,132,280
Combined Heat & Power Plant §3.517.782
Mzmare Pratreatrmant $1,748 406
Anaerobic Digester Equipment 13,121,557

RI(s Plant Equipment $10,108.935
Total 9,698

Narg: The Jualifiad Progoary parckdhsd rpartad in ike dppiicatian and showe kard in m4efs repert arg shiiosred
cddith. At i ferasiasion E_1"L|:r Hejruidicey A grdémdal, u_l'antll':\dﬂ FPrayjo dyiniwidnl daf will & Grepdid dfdiling
ik waind :Jl"l‘Jld Frayds dginirmdndl gg gy dedbirgd. add fid eriiaaidd dax bd'nd__l'rt radiizgd frerpudndl i Hehvdnnd el
Tay Cade Saefon SOJ0.E F"d.—.':m:\d_l"rﬂm et gl dhervin i b Afpideaticn? ded O Bk rdphord sedy delsior Sriae ko ke
ki g dor Indrdudtdd Sakld d_l"dﬂrl:l'n camisAdis d:_l"h\d FPrayddd ervde’ arigiadl sriimalids, and ohdre rdsssdd. In
chelelifieive, dRabe codih ki vy dfddr cicehidg dind & dicrabdidd SapH, df el 29 Scovercn dodign drid dginfhmcedl
modifieaiont diring sowpirustion, diferdncer i sguiarednt dicd o feture cRangdd in rieiuld o regalafios, o far
cnthidr rddderir

B-2
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Application Mo, 21-5h028
TIMELINE
According to the Applicant, the enginsering for the Facility iz expected to be completed by Tuly
2021, and construction is expected to be complatad by fuma 2022, The Applicant anticipates the
Project will be operational by the end of June 2022,
STATUS OF FERMITS/'OTHER. EEQUIRED AFFROVALS

According to the Applicant, all reqoired penmits have been secured.

PEOJECT EVATTTATION

FROJECT BENEFITS

The Project recaived a Total Scare of 3,278 points, which exceesds the reguired 1,000-podnt
threshold, and a total Exviromrmental Benefits Scare of 592 points, which excesads the 20-point
threzhald.

A. Fizcal Benefits (2,610 poimts). The net present vahee of the totz] fizcal benefits ovar
tha lifetime of the Cnalified Proparty iz derived fom the Applicant’s sales and uza
taxes, parsonal moome tawss paid by the firm's employees, fimm taxes on profits,
property taxes, and other indivect fizcal benefitz of the Applicant. The tofal f=zcal
benefits amount to 34,589,610, resulting in 3 Fizcal Banafit: score of 2,810,

E. Emvironmental Benefits {503 pointz). The Project iz anticipated to result in
51,406,002 of total polhrtion benefits over the life of the Project, resuliing in an

Envirpmrmantal Bewafits Score of 392 pomts. Theze benefits derive fom the
production of dairy biezas, which offiets the need for the use of fossil methane.

C. Additional Benefits (73 points). Applicants may earn sdditional points for their
Total Score. The Applicant received 73 additional points.

1. Production Jobs (0 of 75 points). The Applicant aaticipates the Project will
suppart 2 totsl of eizht production-relsted jobs at its Facility, CAEATEA

estimates that approximately (.74 of these jobs will be atoibutzble to a
roarzginal increzse m jobs rested due to the STE. Based on the amount of 3TE
per estimated mumber of jobs created, the Applicant samed zero points.

2. Copstruction Job: (35 of 75 points). The Applicant anticipates the Project
will zupport 2 total of B8 constroction jobs at its Facility. CAEATFA

estimates that approximataly 809 of these jobs will be atributzble to a
roarginal increzse i jobs crested due to the STE. Baszed on the amount of 3TE
per estimated munber of jobs created, the Applicant samed 35 points.

B-3
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3. Unemplovment (13 of 50 poini=). The Applicant’s Broject iz lacztad in
Dladers Ciounty, which has an average armal imemployment rats of 102307
When comparsd to the statewide average anmns] umemployment rats af 0134,
tha Project location eamed the Applicant 15 podets.

4. Benefit: and Fringe Benefits (25 of 25 Points). The Applicant states it
provides mediczl heslth, dental vizion, bomises, pension plans retirement
canfribations, proft sharing. dependent care and assiztance reimbursament,
educstion reimburzament. emploves discomts, 2nd paid leave to its
emplovess, earning 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 dizcloze amy information that raizes goestions conceming
the financial vizbility or legal intasrity of this Applicant.

CAFATFA FEES

In accordance with CAEATFA Fegulations * the Applicant has paid CAEATFA an Application
Fee of 3100000 and will pay CAEATFA an Administrative Fee of wp to $1158, 79390,

EECOAMMENDATION
Staff reconmmends the approval of Fesolution Mo, 21-ZR0028 for Choerchills B2G Ensrey,

LLCs purchasze of gualifiing tanaible personal property in 2o amount not to excesd
320,698,276, anticipated to result in an approcimate STE vahoe of 52,524,413,

* Uinemployenens Tates are hased on data available in October 2020,
" Califomia Code of Regulations Tile 4, Divisiom 13, Section [H30.

4

B-4
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EESQOLUTION APPROVING AND AUTHORIZING EXECTTION OF A
EEGCULATORY AGCEEEMENT WITH CHOWCHILL A BNGENERGY, LL.C

March 14, 2021

WHEEREAS, the Califormiz Alterative Ensrgy and Advanced Transportation Financing
Apthority (the “Anthority’™) has received the Application of Chowchills BNG Energy, LLC
{the “Applicant™), for finamciz] aszistance under the Sales and Tize Tax Excluzion Program, as
agtzblizhed in Public Fesgarces Code Section 26011.8; and

WHEREAS, the Applicant gqualifies az 3 Participating Party under Public Besoarces Code
Section 260118 and Feverne and Taxation Code 2ection 6010.8; and

WHEREAZ, the Applicant’s qualifying tanginle parsonal property mests the
requirarnants of 3 Project ander Public Fiesources Ciode Section 26011.5 and Fevenne and
Taeatian Cods Saction $010.8 (the “Project™); and

WHEFREAS, after the Anthority approves an Application, the Autharity enters into &
Fegulatory Agresment, as described in Auwthority Pegualations Sectican 10020(3), with the
Applicant for the Project; and

WHEFEAS, the Applicant haz estimated the Project haz an estimated cost not to exceed
$20.898 974 over a period of three vears; and

WHEREAS, the Applicant aszerts that thiz form of fnancial azzistance will enabls it to
avail itmelf of the benefits of an exclosion from sales and nse tawas relative to the Project
parzuant o Feverms mnd Taxation Code Section 6010.2; and

WHEREAS, the spproval of the terms of the Fiegnlatory Agresment and authority for the
Executive Dhirector or Chair of the Authority to executa the necessary doowmeants to efectuats
the Femlatory Asreement is now sought

NOW, THEREFORE, BE IT FESOLVED by the Califomia Alternative Energy and
Advanced Transportation Financing Awthority, 23 follows:

Section 1. The Regulatary Agreerpent includes a Project within the meaning of Public
Fesouores Code Section ZO00E({ENE.

Section 2. The Begulatory Agresment constitutes financial assistance within the meaning
of Pablic Fesporces Code Section 28003{2){d).

Section 3. The Applicant is 3 participating party within the meanne of Public Fesources
Coda Section 26003(2)(7).

Section 4. The Execotive Dhirectar or Chair of the Awthority {the “Anthorized

Signataries’) are hereby authorized for and on behalf of the Authority to approve sy changes to
the Project as the Anthorized Siznatories deem spproprizte, provided that the smomt of the

B-5
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gualifving tangihls personal progerty to be purchazed for the Project may not be increazed above
the armount spproved by the Autharity.

Section 3. The proposed fonm of the Fegnlatory Agresment betivesn the Applicant and
the Awthority, 2= filed with the Authority prior to this public mesting, i= herebny approved. Far,
on bahalf and in the namea of the Awtharity, the Authorized Simatories are hevelny guthorized and
directed to execute, ackmowledze and deliver to the Applicant the Fegalatory Agresment in
sabstantially the form fled with or approved by the Anthority,

The Fegulatory Agresment may contain inseriions, deletions or changes az the
Anthorized Simatories exscuting the Fesulatory Asreement may reguire or approve, inchiding
particnlar nfoonation meerted n swhetantial confonmeamce with the staff sunymary and in the
Application to the Authordty. The approval of the Feanlatory Agreement will be conclosively
avidencad by the exeoation and delivery of the finzl Pegalatory Azresment.

The Autharity mdarstands and agress that, parsuant to the temms of the Fegolatory
Amvapment the oblizations of the Applicant. under some cirowmstances, may be caried out or
azymmad by @ successor o assignes enfity, or by an affiliste of the Applicant.

Section &. Each of the Authorized Signatories, acting alone, is hereby autharized and
directed to do 2ny and all ministerizal acts, inchading. withort lmitation the sxaontion ad
dalivery of any and all documents and certificates they may desm nacessary or advisabla to
conapnmate the Fegulatory Azresment and othermize effechate the purposes of this Fesolution.

Sectiom 7. The Applicant shall ensare that all of the gualifving tangible perzonal property
acquired a: part of the Project that is listed in the sermi-annnal reports provided to the Awthority
parsuant to the Fegulatory Asreement will be mustalled, maintaimed and operated mn compliance
with 21l applicable loczl, state and faderal laws.

Section &, The Fesulatory Azreernent shall only apply to gqualifying tangible parsonal
property acquired a3 part of the Project that the Applicant certifies will ke metallad, maintamead
amd oparated at facilities physically located within the State of Califormia.

Section 9. Marther the adoption by the Awthority of thiz Fesolution for the Applicant nor
thie Flemalatory Asvesment may be rafemrad to i amy zpplication bafore amy goverirments] asency
as evidence of the feaaibility, practicality or suitzbility of the Project and may nat be referred to
in any application for amy reguired penmizsion or authority to acquire, construct or operate the
Project.

Section 10. This Fesohition is effective immediately and will remain in foll force and
affect umless the Fegalatory Asresment is not execwted within thirty (30) days of the data of this
Feszolution. The Exaoative Director may extend the thirgy (30) dayvs if necaszary,

(=1
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