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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?

MSBG Partners, LLC
Application No. 21-SM009

Tuesday, December 12, 2023

Prepared By: Jeannie Yu, Program Analyst

SUMMARY

Applicant — MSBG Partners, LLC

Location — Goleta, Santa Barbara County

Industry — Landfill Gas to Renewable Natural Gas Production

Project — New Landfill Gas to Renewable Natural Gas Production Facility (Alternative Source)
Total Amount Qualified Property Approved- $11,252,500

Estimated Sales and Use Tax Exclusion Amount at Approval? — $956,463

Amount of Time Requested -

e Requesting a one (1) year extension, until December 16, 2024, for the 15% purchase
requirement timeframe (three (3) years and nine (9) months from the date of initial
CAEATFA Board approval)

e Requesting a nine (9) month extension, until December 16, 2024, for the initial term of
the Regulatory Agreement (three (3) years and nine (9) months 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 of 8.5%.



Agenda Item - 4.C.2
Resolution No. 21-SM0009-02

REQUEST

On March 16, 2021, the CAEATFA Board approved a sales and use tax exclusion (“STE”) for
MSBG Partners, LLC (the “Applicant”) for the purchase of up to $11,252,500 in Qualified
Property to build a new landfill gas (“LFG”) to renewable natural gas (“RNG”) production
facility in Goleta (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 16, 2022, the CAEATFA Board approved the Applicant for a one-year and three-
month extension of the 15% purchase requirement timeframe from its original execution date of
September 16, 2022 to December 16, 2023 to accommodate permitting delays caused by two
wildfires that damaged its facility; the first in October 2021 and the second in May 2022.

As of October 2023, the Applicant has not used any of the STE to make purchases of Qualified
Property. The Applicant is requesting to extend the 15% purchase requirement timeframe for a
second time by one year due to further permitting delays stemming from the same wildfires. The
Applicant is also requesting to extend the Agreement’s initial term by nine 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.®

At the time the Applicant received its first 15% purchase requirement extension, the Applicant
stated it was in the process of responding to comments from the Santa Barbara County Air
Pollution Control District (“SBC APCD”) and expected the permitting process to be complete by
the end of 2022. Since then, additional modifications related to the Applicant’s facility biofilter
that was destroyed by the October 2021 wildfire were required by the SBC APCD. According to
the Applicant, the biofilter was considered to be the Best Available Control Technology (BACT)
and was necessary for air permits in Santa Barbara County. To comply, the Applicant submitted
a Petition for Variance and an extension application of the variance, however, it was recently
determined by the SBC APCD’s engineering staff that the Applicant will not be required to
rebuild the biofilter, and on October 4, 2023, the SBC APCD approved the extension application
at a regular meeting. Additionally, in June 2023, the Applicant received confirmation its
application to construct is pending and anticipates the approval will be made by the end of 2023

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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now that the biofilter requirement has been waived. According to the Applicant, it plans to reach
financial close in Q2 of 2024.

THE APPLICANT

MSBG Partners, LLC is headquartered in Newport Beach and is a California limited liability
company formed in 2019 by Mustang Renewable Power Ventures, LLC (*Mustang”). Mustang
was founded in 2008 and specializes in developing waste resource recovery projects, oftentimes
structured as public-private partnerships. Mustang focuses on processing municipal solid waste
that is currently sent to landfills into valuable renewable energy, recyclable commodities, and
compost. In 2010, Mustang was selected to be the project developer for the Santa Barbara
County Tajiguas Resource Recovery Project, and the Applicant was formed as a special purpose
entity to handle the RNG portion of that project.

MSB Investors, LLC (“MSB”), an affiliate of Mustang, has received three previous STE awards
related to the Santa Barbara County Tajiguas Resource Recovery Project. First, MSB received an
STE award for the anaerobic digester portion of the Santa Barbara County Tajiguas Resource
Recovery Project on May 20, 2014, for the purchase of up to $17,696,003 in Qualified Property
with an anticipated STE value of $1,490,003. As of June 30, 2021, MSB has purchased 84% of
the total Qualified Property amount approved and completed the project.

Second, on October 18, 2016, MSB received an STE award for the purchase of up to
$32,403,272 in Qualified Property for an estimated STE of $2,728,356 for a materials recovery
facility for the Santa Barbara County Tajiguas Resource Recovery Project. However, due to
unexpected zoning and permitting issues, the Applicant was unable to meet the 15% purchase
requirement and move forward with that award.

Third, MSB applied again for the MRF portion of the Santa Barbara County Tajiguas Resource
Recovery Project, and on November 13, 2018, received an STE award for the purchase of up to
$44,661,209 in Qualified Property for an estimated STE of $3,733,677. As of December 31,
2021, MSB has purchased 38% of the total Qualified Property amount approved and completed
the project.

The major shareholders (10.0% or greater) of the The company officers of the Applicant are:
Applicant are:
Mustang Renewable Power Ventures, LLC (40%) Mustang - John Dewey, CEO
Blue Sand Holdings (12.99%)

The major shareholders (10.0% or greater) of
Mustang Renewable Power Ventures, LLC are:
The Dewey Family Trust (100%)
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THE PROJECT

The Applicant received an STE award to build a new LFG to RNG production facility at the Santa
Barbara County Tajiguas Landfill in Goleta. The Applicant explains the Project will capture, clean,
and upgrade LFG to RNG, some of which will be compressed and used as fuel for on-site trucks
and the remainder of which will be injected into the Southern California Gas Company
(“SoCalGas”) pipeline. According to the Applicant, the Project has several key components,
including the installation of new natural gas pipelines from the existing SoCalGas pipeline, the
upgrade and expansion of existing LFG well fields, a new siloxane removal system, a new RNG
upgrade system, and a grid pipeline interconnection and meter set assembly facility that the
Applicant explains will meet the sampling and metering requirements to ensure the RNG injected
into the natural gas pipeline meets the required biomethane standards.

15% PURCHASE REQUIREMENT TIMEFRAME EXTENSION REQUEST

The Applicant has requested that the 15% purchase requirement timeframe be extended from
December 16, 2023 to December 16, 2024 in order to accommodate delays related to permitting.

AGREEMENT INITIAL TERM EXTENSION REQUEST

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

Staff Evaluation

According to the Applicant, it took more than 18 months to obtain a completeness determination
from the SBC APCD. The completeness determination has been issued, and the Applicant
believes the Project will move forward as there are no changes to the investment plan nor the
scope of the Project. The Applicant expects to reach financial close in Q2 of 2024 and will begin
purchasing construction materials and equipment shortly thereafter. Despite the unforeseen
circumstances, the Applicant has set forth plans to begin making bulk purchases of Qualified
Property in the Q2 and Q3 of 2024, with all final purchases completed by Q4 of 2024.

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 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 $2,250
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 the Applicant’s request to extend the 15% purchase
requirement timeframe by one year to December 16, 2024 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 the Applicant’s request to extend the initial term of the
Agreement by nine months to December 16, 2024 as it is in the public interest and advances the
purposes of the STE Program.

Attachments

Attachment A: MSBG Partners, LLC’s letter requesting waiver (September 22, 2023)
Attachment B: MSBG Partners, LLC’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
MSBG PARTNERS, LLC’S 15% PURCHASE REQUIREMENT TIMEFRAME
AND THE INITIAL TERM UNDER THE REGULATORY AGREEMENT

December 12, 2023

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 $11,252,500 of Qualified
Property for MSBG Partners, 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 one (1) year and three (3)
months to December 16, 2023; 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 December 16,
2023, due to unexpected delays in the Project timeline, extending the term by one (1) year to
December 16, 2024; 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

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 nine (9) months to December 16, 2024; and
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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 December 16, 2024.

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
December 16, 2024.

Section 2. This resolution shall take effect immediately upon its passage.
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Attachment A: MSBG Partners, LLC’s Letter Requesting Waiver (September 22, 2023)

A-1



A-2
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Attachment B: MSBG Partners, LLC’s Staff Summary at the Time of Approval

B-1



B-2
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