Feasibility of an anaerobic digestion pre-treatment facility
for afood processor
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Midwestern-based cheese processor

360,000 gallons of “high strength”
waste delivered daily to city
treatment plant

operation
\

Current annual cost of waste disposal
- $1,400,000




Problem

City treatment '

plant becomes

overwhelmed

by waste, new
city plant
needed

rising costs

associated
with land
spreading

N\

Charges from
city likely to
increase
significantly

N\

Continued
public scrutiny
over odors
from waste
stream
N\
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Anaerobic digestion pre-treatment facility could:

Eliminate need
for land-
spreading

\ WERIE

Turn waste

stream into
revenue
stream

Significantly
reduce costs
related to
delivery of waste

to city treatment
\ plant
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Understanding the variables

~ Collaborated with processor’s industrial engineering group in order to
evaluate waste stream components and values:

— Flow rates
— BOD - Biological Oxygen Demand
— COD - Chemical Oxygen Demand
— TSS — Total Suspended Solids
Phosphorous
Conversion rates:
» COD to Methane
» Methane to kilowatt-hours




Action (cont’d)
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Feedstock Procurement Contracts

= Evaluated possibility for procuring additional feedstock
— Other food processors in the area
— Food waste hauling companies

Power Purchase Agreement

= |dentified three potential offtakers

= Established queue position for highest power purchase price

— Special tariff rate offered by utility as a result of obligations under the state’s
Renewable Portfolio Standard ($.092/kwh)

Grid Interconnection
= Verified availability of adequate capacity on local grid
= Worked with utility engineers to estimate grid system upgrade costs




Action (cont’d)
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Identified all possible applicable Tax Credits, Grants, Low/no
Interest loan programs
= Federal level
— 1603 Grant in Lieu of ITC
— USDA Rural Energy for America Program Grant
— USDA Rural Energy for America Loan Guarantee
— USDA B & | Loan Guarantee Program
— New Markets Tax Credit
— Biomass Conversion Assistance Program (BCAP)
= State level
— State Energy Program (SEP-ARRA)
— State Utility Grant Program
— State Food Processing, Plant, and Food Warehouse Investment Credit
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Applicable incentives — grants, tax
credits, low/no interest loans

U.S. Treasury Grant $2,022,935

New Markets Tax Credit $1,570,000

State Energy Program (SEP-ARRA) $3,500,000

State Utility Grant Program $250,000
Total incentives $7,342,935
Total equity needed $1,937,065

= Created comprehensive and flexible financial model to allow for the
evaluation of various scenarios

— Ownership structures — Facility inputs

— Optimal capital structure — Maximize returns




Result
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Annual income from pre-treatment facility $620,000
Total annual benefit to bottom line $1,020,000

~ Two-year payback on capital investment
> Seven-year IRR of 20.3%
= Fifteen-year IRR of 30.9%

= 7,300 metric tons of Green House Gas emissions avoided annually
= 70,000 gallons of pollutants diverted daily from watershed

Waste stream disposal costs locked in for twenty years
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John Jackels

608 240 6714
john.jackels@bakertilly.com
http://www.bakertilly.com/Food-Beverage

John Jackels is a Manager with Baker Tilly Virchow Krause, LLP’s Energy and
Utilities team. Over the last 13 years, John led the successful development of a
broad range of capital improvement projects. Prior to joining Baker Tilly, John served
as a Development Manager for a privately held project developer, where his
responsibility included overseeing the development and construction of industrial,
residential, and commercial properties.

John specializes in management of projects from infancy to completed construction.
From the early stages of project feasibility and due diligence, through the entitlement,
project finance, and construction phase, he uses his analytical and negotiation skills
to bring efficiency and maximum value to projects.
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= Pursuant to the rules of professional conduct set forth in Circular 230,
as promulgated by the United States Department of the Treasury,
nothing contained in this communication was intended or written to be
used by any taxpayer for the purpose of avoiding penalties that may be
iImposed on the taxpayer by the Internal Revenue Service, and it
cannot be used by any taxpayer for such purpose. No one, without our
express prior written permission, may use or refer to any tax advice in
this communication in promoting, marketing, or recommending a
partnership or other entity, investment plan or arrangement to any
other party.

= Every situation is unigue and has its own circumstances which may
yield varying results, please consult your tax advisor for your situation.

= This presentation is for illustrative purposes only.
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