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Mr. James McGarry
Energy Division
California Public Utilities Commission (CPUC)
505 Van Ness Ave.
San Francisco, CA  94102

Dear Mr. McGarry,

The following are “reply comments” to those submitted to the CPUC Service List R.18-07-003 earlier this month regarding the “BioMAT Program Review and Staff Proposal”, dated October 30, 2018.

The USDA Forest Service Region 5 (California) welcomes the opportunity to respond to the subset of comments filed that directly pertain to BioMAT Category 3 projects (i.e. “…bioenergy using byproducts of sustainable forest management, including fuels from High Hazard Zones”).  The Forest Service manages over 20 million acres of forests and grasslands in California, which includes about 54% of California timberlands.  As of 2016, about 17% of California timber harvest came from National Forest System lands.  In addition, the Forest Service manages about 50% of CAL FIRE-designated Tier 1 and Tier 2 High Hazard Zones as a result of the Governor’s 2012 tree mortality emergency proclamation.

The subset of comments that this letter addresses relate mainly to BioRAM Category 3 project economics, project development, and feedstock supply.  The Forest Service has awarded 17 grants since the passage of SB 1122 (2012) to public, private and non-governmental organizations in support of BioMAT project development, totaling about $3.5 million in federal funds and $2.1 million in matching funds.  The primary interest of the Forest Service in the BioMAT program is to increase the pace and scale of hazardous fuels reduction and ecosystem restoration projects, and diversify forest biomass markets.  The Forest Service is also interested in reducing criteria air pollutants (e.g. SOx, NOx and black carbon), increasing base-load renewable energy, and job creation and retention in rural areas.

General Comment

The Forest Service supports BioMAT program changes that will accelerate development of BioMAT facilities that make economic use of forest biomass generated by hazardous fuels treatments, fuelbreak construction or maintenance, ecosystem restoration, and other forest management projects, especially near communities, along major roads (i.e. access/egress routes), and near or adjacent to other improvements (e.g. power transmission lines, communication sites, recreation sites, and critical watersheds).

Specific Reply Comments

Staff Question No. 5, Changes in Definition of “Unaffiliated Applicants” – Forest Service experience with BioMAT projects indicates that at this point there is a limited pool of developers.  It is hoped that any changes considered in the BioMAT program take this into account, and incorporate how BioMAT program changes might affect existing contracts and agreements.

Staff Question No. 10, Program End Date Extension – Currently, the time it takes to develop and implement a Category BioMAT project is unknown since none are operational yet.  The Forest Service would prefer to see the program fully-subscribed (50 MW) before any time limit is considered.

Staff Question No. 12, 3 MW Cap – Several comments submitted indicate that legislative action will be required to increase the amount of electricity that can be sold through the BioMAT program.  If this can be done without distracting from existing applicants, it could conceivably support some existing and future Forest Service investments in BioMAT projects.

Staff Question No. 14, “High Hazard Zone” (HHZ) Requirement – CAL FIRE-designated HHZs referenced in the staff proposal were designed in response to the Governor’s 2015 Emergency Proclamation related to tree mortality.  Factors considered included elevated tree mortality and high fire threat, as well as the consideration of broader watershed protection concerns and other environmental services, such as water resources, carbon storage and wildlife habitat (see http://www.fire.ca.gov/treetaskforce/downloads/High_Hazard_Zone_Determination_v4.pdf).  

The Tree Morality Task Force, established as a result of the 2015 Emergency Proclamation, was recently incorporated into a broader Forest Management Task Force (see Governor’s Executive Order B-52-18, May 2018), which makes the HHZ definition focused more on tree mortality redundant.  The use of the HHZ terminology is also commonly confused with CAL FIRE-designated “high fire threat” zones.  Given the difficulty in predicting fire starts and extreme fire weather, and well-documented issues on federal and some private forest lands, such as high tree densities, the Forest Service suggests that the HHZ designation be dropped and 80% feedstock requirement focus simply on “forest biomass”.  Also critical to consider is that in certain areas there is increased competition for HHZ fuel from BioRAM facilities, which often can pay higher prices for the same fuel which might be needed by BioMAT plants.

Staff Question No. 15, Strategic Locations – The Forest Service believes that BioMAT plants currently “in the queue” or proposed are located appropriately and there is sufficient distance between them to reduce overlapping competition for the same feedstock supply.  The feedstock requirements of SB 1122, as implemented in the BioMAT program, combined with the economic impact of haul distances appear to have mitigated concerns about strategic locations.

Staff Question No. 17, Coordination with Federal Agencies – The Forest Service acknowledges that longer-term supply contracts are desired by BioMAT developers.  There are mechanisms to accomplish this, but local Forest Service staff currently lack experience with these contracting instruments and there are industry concerns that such agreements reduce the opportunities for others to compete for the same material.  At the same time, there appears to be an opportunity to work with the Forest Service on a standardized approach to longer-term BioMAT feedstock contracts rather than each National Forest developing separate and unique contracting packages for each facility.  There is also a national effort by the Forest Service titled “Forest Products Modernization” that could affect the design of the desired longer-term contracts (see https://ems-team.usda.gov/sites/fs-fm-fpm/SitePages/Home.aspx).

CPUC staff indicated interest in potentially coordinating with other agency grant programs that could leverage CPUC actions.  The Forest Service has a wood products/bioenergy grant program, currently titled “Wood Innovation Grant Program”, established and periodically modified since 2005 to reflect Administration policy emphases (see statistics cited at the beginning of this letter).  This grant program is funded on a “year-to-year” basis.  The Forest Service believes there is an opportunity for CPUC and Forest Service staff to discuss complementary priorities and needs, which can then be submitted by Forest Service staff for consideration in designing the 2020 grant program.

Staff Question No. 18, Pollution and GHG Reduction Modeling – Carbon and air pollution modeling, and the time and resources necessary to resolve issues identified by other commenters, are daunting, especially given the limited resources of BioMAT proponents.  The Forest Service is reluctant to suggest placing additional requirements and costs on what are, at best, economically-marginal BioMAT projects, without significant support, testing and professional peer review beforehand.

