Agenda Item — 4.B.5
Resolution No. 20-SM006-01

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

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

Five Points Pipeline LLC
Application No. 20-SM006

Tuesday, January 17, 2023

Prepared By: Stefani Wilde, Program Analyst

SUMMARY

Applicant — Five Points Pipeline LLC

Location — Riverdale, Fresno County

Industry — Dairy Biogas Production

Project — New Cluster of Dairy Biogas Production Facilities (Alternative Source)

Total Amount Qualified Property Approved- $15,017,114

Estimated Sales and Use Tax Exclusion Amount at Approval? — $1,255,431

Amount of Time Requested —

e Requesting a two-year extension, until January 21, 2025, for the Initial Term of the

Regulatory Agreement (a total of five years from the date of initial CAEATFA Board
approval of January 21, 2020)

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 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 January 21, 2020, the CAEATFA Board approved a Sales and Use Tax Exclusion (“STE”)
award for Five Points Pipeline LLC (the “Applicant”) for the purchase of up to $15,017,114 in
Qualified Property to build a dairy digester cluster in Fresno County (the “Project”). The
Regulatory Agreement (“Agreement”) initial term provided the Applicant with three years from
the date of CAEATFA Board approval to utilize its STE award.®

As of September 2022, the Applicant has used the STE award to purchase approximately $11.3
million of Qualified Property (75% of the total Qualified Property approved). The Applicant is
requesting to extend the Agreement initial term by two years to accommodate pandemic related
supply chain delays and labor shortages.

The Applicant states that since the approval of the award in January 2020, before the full extent
of the pandemic was known, it has been plagued by numerous pandemic related delays . The
Applicant explains that it experienced regulatory, construction, and supply chain delays that
derived from labor shortages because of mandatory increased safety protocols. Despite the
challenges, the Applicant completed Phase 1 of the Project.

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

Five Points Pipeline LLC is a California limited liability company that formed in 2017 to capture
dairy biogas and convert it into renewable biomethane.

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

Elkhorn Renewables LLC (45%) Daryl Maas, Manager
The Eric A. teVelde and Katelyn J. teVelde | Ken Dwelle, Manager
Revocable Family Trust (50%) Eric teVelde, Manager

The David and Alice teVelde Revocable
Family Trust (50%)

Flyers Sustainable Energy LLC (45%)
David Dwelle FLP (25%)
Eclipse Investments FLP (25%)
Speed Investments FLP (25%)
TAD FLP (25%)

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)



Agenda Item — 4.B.5
Resolution No. 20-SM006-01

THE PROJECT

Five Points Pipeline LLC received an STE to build a dairy digester cluster in Fresno County. The
Applicant has contracted with five neighboring dairy facilities to build covered lagoon digester
systems on each farm to capture the methane emissions from the dairy manure. The captured
biogas will be scrubbed to remove H2S and compressed and chilled to remove excess water. The
Applicant explains that the dry biogas from each dairy will then be injected into a private
pipeline to be constructed as part of the Project, and sent to a centralized biogas conditioning
facility to produce renewable biomethane that will be injected into the Pacific Gas & Electric
natural gas pipeline for use as transportation fuel.

The Project has received grant funding from the California Energy Commission under the
Alternative and Renewable Fuel and Vehicle Technology Program for the centralized biogas
conditioning facility. The Applicant also received grant funding through the California
Department of Food and Agriculture’s Dairy Digester Research and Development Program for
the dairy digesters.

AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicant has requested that the initial term of the Agreement be extended from
January 21, 2023 to January 21, 2025 to accommodate pandemic related supply chain delays and
labor shortages.

STAFF EVALUATION

According to the Applicant, it experienced significant pandemic related delays. Some of the
delays experienced by the Applicant include regulatory issues, construction, and supply chain
delays caused by labor shortages felt across many industries. However, the Applicant states
despite incredible delays, it was able to complete Phase 1 of its buildout, which includes four
digesters, 10 miles of pipeline, and a biogas conditioning facility. According to the Applicant, all
equipment with long lead times has already been ordered, all construction contracts are
complete, and the majority of the required permits have been secured or are already in process.
The Applicant has provided a schedule of the new purchasing timeline, which is expected to
come to a close at the end of 2024.

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.
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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 two years to January 21, 2025, as it is in the public interest and advances the
purposes of the STE Program.

ATTACHMENTS

Attachment A: Five Points Pipeline LLC’s letter requesting waiver (December 29, 2022)
Attachment B: Five Points Pipeline LLC’s staff summary at the time of approval

> California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(B)
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RESOLUTION APPROVING A TIME EXTENSION FOR
FIVE POINTS PIPELINE LLC’S INITIAL TERM FOR
THE REGULATORY AGREEMENT

January 17, 2023

WHEREAS, on January 21, 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 $15,017,114 of Qualified
Property for Five Points Pipeline 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 by within three (3) years, due to unexpected delays in the Project timeline,
extending the term by two (2) years to January 21, 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
January 21, 2025.

Section 2. This resolution shall take effect immediately upon its passage.
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Attachment A: Five Points Pipeline LLC’s Letter Requesting Waiver (December 29, 2022)

A-1
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Attachment B: Five Points Pipeline LLC’s Staff Summary at the Time of Approval

B-1
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