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Advice 4947-E  
(Pacific Gas and Electric Company ID U 39 E) 

 
 
Public Utilities Commission of the State of California 
 
Subject: Third Pricing Agreement to Existing Qualifying Facility Power 

Purchase Agreement for Procurement of Eligible Renewable Energy 
Resources between Burney Forest Products and Pacific Gas and 
Electric Company 

 
I. Introduction And Summary of Request 

Pacific Gas and Electric Company (“PG&E”) seeks California Public Utilities 
Commission (“CPUC” or “Commission”) approval of a pricing amendment (“Third Pricing 
Agreement”) to extend and amend the terms of an existing pricing extension to a 30-
year Qualifying Facility (“QF”) Interim Standard Offer No. 4 Power Purchase Agreement 
(“PPA”) with Burney Forest Products (“Burney”).  The Third Pricing Agreement has a 
maximum term of six months, from October 1, 2016 through March 31, 2017.  If the 
Third Pricing Agreement expires or terminates, the PPA will revert to its original pricing 
and terms set forth in the underlying QF PPA.  

Confidential Appendix A to this Advice Letter is a copy of the executed Third Pricing 
Agreement.  Appendix B is an attestation from Burney describing the facility’s need for 
the Third Pricing Agreement and Burney’s ability to utilize biomass from the High 
Hazard Zones (“HHZ”) designated by the State in response to Governor Brown’s  
October 30, 2015 Emergency Proclamation on Tree Mortality (“Emergency 
Proclamation”).1  Appendix C and Confidential Appendix D are the public and 
confidential versions, respectively, of the report of the Independent Evaluator.  Finally, 
Confidential Appendix E provides a summary and analysis of the terms and conditions 
contained in the Third Pricing Agreement. 

PG&E requests that the Commission issue a resolution no later than February 28, 2017 
that approves the Third Pricing Agreement without modification. 

                                            
1
 Available at https://www.gov.ca.gov/docs/10.30.15_Tree_Mortality_State_of_Emergency.pdf.  

https://www.gov.ca.gov/docs/10.30.15_Tree_Mortality_State_of_Emergency.pdf
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II. Background 

Burney operates a 31 megawatt (“MW”) biomass generating facility located in Burney, 
California. The existing 30-year PPA was originally executed as part of PG&E’s QF 
program and expires on January 2, 2020. 

In 2010, Burney and other biomass plants indicated to PG&E that their QF PPA terms 
and conditions were uneconomic for continued operation at historic levels.  In October 
2011, PG&E and Burney executed a three-year pricing amendment with two separate 
PG&E options to extend.  PG&E filed Advice Letter 3974-E on December 19, 2011 
seeking CPUC approval of the amendment, which was approved by the CPUC in 
Resolution E-4491 on May 12, 2012.  PG&E subsequently exercised both options to 
extend, and the amendment expired on its own terms August 31, 2016.  Upon expiration 
of the amendment pricing and terms reverted to the underlying Interim Standard Offer 
No. 4 PPA.   
  
Following expiration of the amendment, the plant has continued to operate.  Burney has 
indicated that it will cease operations absent a new pricing amendment.2 
  

III. The Third Pricing Agreement Is Consistent With State Policies. 

A. Consistency with the Emergency Proclamation 

Governor Brown’s Emergency Proclamation seeks to address widespread drought-
related tree mortality in California’s forests.  Ordering Paragraph 8 of the Emergency 
Proclamation directs the Commission to “utilize its authority to extend contracts on 
existing forest bioenergy facilities receiving feedstock from high hazard zones.”  PG&E 
has negotiated and executed the Third Pricing Agreement in furtherance of the 
Emergency Proclamation and the Commission’s authority pursuant to it.  The Third 
Pricing Agreement is intended to allow continued operations of the Burney facility and 
use of HHZ fuels until Burney learns whether it has received a longer-term PPA 
pursuant to the utilities’ respective BioRAM solicitations, initiated pursuant to Resolution 
E-4770, that are currently underway.  In sum, the Third Pricing Agreement is designed 
to ensure that this facility, located in a forested area of the State, will continue to 
operate and be available as a means of disposing of forest-derived and HHZ fuel.  
PG&E views this transaction as a temporary, interim solution providing additional time 
and uninterrupted deliveries until the BioRAM solicitation process is complete.  
Additional customer benefits are further discussed in Confidential Appendix E.   

In Appendix B, Burney attests that the Third Pricing Agreement will allow that facility to 
continue to operate and to use HHZ fuel during the term of the Third Pricing Agreement.  

                                            
2
 See Attestation of Noshir Irani, October 21, 2016 (attached as Appendix B). 
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The facilities are already built and interconnected to the electric grid and will not pose 
the environmental concerns associated with the construction and interconnection of a 
new biomass generating facility.   

B. Consistency with State Renewables Portfolio Standard (“RPS”) Need 

Burney is an RPS-eligible facility that generates Portfolio Content Category (“PCC”) 03  
Renewable Energy Credits (“RECs”). 

Senate Bill (“SB”) 2 1X was enacted in 2011 and was implemented by the Commission 
in Decision (“D.”) 11-12-020 to require retail sellers of electricity to meet the following 
RPS procurement quantity requirements beginning on January 1, 2011:  

 An average of twenty percent of the combined bundled retail sales during the first 
compliance period (2011-2013).  

 Sufficient procurement during the second compliance period (“CP2”) (2014-2016) 
that is consistent with the following formula: (.217 * 2014 retail sales) + (.233 * 
2015 retail sales) + (.25 * 2016 retail sales).  

 Sufficient procurement during the third compliance period (“CP3”) (2017-2020) 
that is consistent with the following formula: (.27 * 2017 retail sales) + (.29 * 2018 
retail sales) + (.31 * 2019 retail sales) + (.33 * 2020 retail sales).  

 Thirty-three percent of bundled retail sales in 2021 and all years thereafter.  

SB 350, enacted in 2015, extended the RPS statutory target to fifty percent by 2030 
with interim requirements in 2024 and 2027.  The Commission has not yet implemented 
SB 350’s extended targets. 

By ruling, the Commission has adopted a  methodology for calculating a retail seller’s 
renewable net short (“RNS”) position relative to the RPS procurement targets adopted 
by SB 2 1X and implemented in D.11-12-020.4  PG&E recently provided its RNS 
position in its Draft 2016 RPS Procurement Plan, filed August 8, 2016, and is 
incorporating the same RNS tables included in that filing into this Advice Letter by 
reference.   

These RNS tables show that PG&E’s existing RPS portfolio is expected to provide 
sufficient RPS-eligible deliveries to meet PG&E’s near-term RPS compliance 

                                            
3 Because the original PPA with Burney Forest Products was executed prior to June 1, 2010, 

the output from this contract is grandfathered under the RPS statute and therefore must 
“count in full” toward all RPS requirements.  See Cal. Pub. Util. Code § 399.16(d).  Nothing in 
the Third Pricing Agreement impacts the grandfathered status of the PPA since the Third 
Pricing Agreement does not alter the facility’s nameplate capacity, does not increase the 
expected quantity of generation under the PPA, and does not extend the term of the PPA.  Id. 

4 See Administrative Law Judge’s Ruling on Renewable Net Short issued on May 21, 2014, 
including subsequent changes to the RNS reporting template per direction from the Energy 
Division on May 29, 2014.  
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requirement, including both the current (2014-2016) RPS compliance period and the 
following 2017-2020 RPS compliance period.  Accordingly, PG&E expects to bank the 
RECs generated by the PPAs pursuant to the RPS excess procurement rules and to 
apply the RECs toward PG&E’s RPS obligations when PG&E has a net short position in 
the future.5   

PG&E’s Commission-approved 2015 RPS Procurement Plan did not originally authorize 
PG&E to execute bilaterally-negotiated RPS-eligible procurement during 2016.  
However, Resolution E-4770, adopted by the Commission in March 2016, authorized 
PG&E to “enter into bilateral contracts with existing forest bioenergy facilities receiving 
feedstock from high hazard zones during the duration of the 2015 RPS solicitation 
cycle.”6  PG&E negotiated and executed the Third Pricing Agreement consistent with the 
authority granted in Resolution E-4770. 

C. Cost Reasonableness 

The Third Pricing Agreement seeks to extend the terms, with modifications, of the prior 
amendment for the Burney facility.  In this sense, it primarily seeks to maintain the 
status quo for the term of the Third Pricing Agreement to address the tree mortality 
emergency and to bridge to the BioRAM program. 

As discussed in more detail in Confidential Appendix E, the amended price of the PPA 
is above the price that PG&E would expect to obtain for other RPS-eligible products in a 
general RPS solicitation.  Additionally, the pricing in the Third Pricing Agreement is 
higher than the pricing in the underlying PPA and will therefore increase customer costs 
if the facility generates pursuant to the Third Pricing Agreement as expected.  However, 
this higher cost is necessary to secure the opportunity for this facility to contribute 
toward addressing the needs of the Governor’s Emergency Proclamation while 
transitioning to the BioRAM program.  Additionally, the Third Pricing Agreement will 
provide other valuable information and rights to PG&E, as described in Confidential 
Appendix E   

D. RPS Non-Modifiable Standard Terms and Conditions 

By extending the terms of the prior pricing amendment, the Third Pricing Agreement 
incorporates the applicable RPS “non-modifiable” standard terms and conditions, as set 
forth in D.07-11-025; D.10-03-021, as modified by D.11-01-025; and D.13-11-024. 
 

                                            
5 See D.12-06-038 at p. 32 (holding that PCC 0 RECs may be banked as excess procurement in 

any compliance period). 

6 Resolution E-4770, Ordering Paragraph 3. 
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IV. PG&E Has Satisfied The Commission’s Procedural Requirements 

A. Procurement Review Group Participation 

On September 28, 2016, PG&E notified the Procurement Review Group (“PRG”) that it 
was planning to execute the Third Pricing Agreement.  The notification also described 
PG&E’s rationale for executing the Third Pricing Agreement.  Additional information 
regarding the PRG consultation is included in Confidential Appendix E.   

B. Independent Evaluator (“IE”) 

PG&E engaged an IE, Lewis Hashimoto of Arroyo Seco Consulting, to review PG&E’s 
bilateral negotiations with Burney that resulted in the Third Pricing Agreement.  
Appendix C contains the public version of the IE’s report, and Confidential Appendix D 
contains the confidential version of the IE’s report.  In the report, Arroyo Seco provides 
a qualified opinion that this agreement merits CPUC approval. 

C. Advice Letter Filing 

The filing of an advice letter seeking approval of the Third Pricing Agreement to the QF 
PPA is consistent with Commission procedures set forth in D.06-12-009.7  

VI. Effective Date And Request For Confidential Treatment 

A. Requested Effective Date 

In light of the urgency of the Emergency Proclamation, PG&E requests that this advice 
filing be approved on or before February 28, 2017. 

B. Request for Confidential Treatment 

In support of this advice letter, PG&E provides the following confidential supporting 
documentation: 

 Confidential Appendix A – Third Pricing Agreement between Pacific Gas and 
Electric Company and Burney Forest Power 

 Confidential Appendix D – Independent Evaluator Report (Confidential 
Version) 

 Confidential Appendix E – Confidential Summary and Analysis of the Third 
Pricing Agreement 

                                            
7
 At pp. 6-8.  See also Resolution E-4491 at p. 5 (explaining Commission process for seeking 
approval of amendments to QF PPAs). 
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VII. Request For Commission Approval 

PG&E requests that the Commission issue a resolution no later than February 28, 2017, 
that: 

1. Approves the Third Pricing Agreement in its entirety, including payments to 
be made by PG&E pursuant to the Third Pricing Agreement, subject to the 
Commission’s review of PG&E’s administration of the PPA. 

 
2. Finds that any procurement pursuant to the Third Pricing Agreement is 

procurement from an eligible renewable energy resource for purposes of 
determining PG&E’s compliance with any obligation that it may have to 
procure eligible renewable energy resources pursuant to the California RPS 
(Public Utilities Code Section 399.11 et seq.), D. 11-12-020 and D.11-12-052, 
or other applicable law. 

 
3. Finds that all procurement and administrative costs, as provided by Public 

Utilities Code section 399.13(g), associated with the Third Pricing Agreement 
shall be recovered in rates. 

4. Finds that PG&E’s payments under the Third Pricing Agreement shall be 
recovered through PG&E’s Energy Resource Recovery Account.  

5. Adopts the following findings with respect to resource compliance with the 
Emission Performance Standard (“EPS”) adopted in R.06-04-009: 

a. The Third Pricing Agreement is pre-approved as meeting the EPS 
because it is an existing biomass facility covered by Conclusion of Law 
35(d) of D.07-01-039. 

VIII. Protests 

Anyone wishing to protest this filing may do so by letter sent via U.S. mail, facsimile or 
E-mail, no later than November 17, 2016, which is 20 days after the date of this filing. 
Protests must be submitted to: 
 

CPUC Energy Division 
ED Tariff Unit 
505 Van Ness Avenue, 4th Floor 
San Francisco, California 94102 
Facsimile: (415) 703-2200 
E-mail: EDTariffUnit@cpuc.ca.gov 

 
Copies of protests also should be mailed to the attention of the Director, Energy 
Division, Room 4004, at the address shown above. 
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The protest shall also be sent to PG&E either via E-mail or U.S. mail (and by facsimile, 
if possible) at the address shown below on the same date it is mailed or delivered to the 
Commission:  

Erik Jacobson 
Director, Regulatory Relations 
c/o Megan Lawson 
Pacific Gas and Electric Company 
77 Beale Street, Mail Code B10C 
P.O. Box 770000 
San Francisco, California 94177 
Facsimile: (415) 973-1448 
E-mail: PGETariffs@pge.com 

 
Any person (including individuals, groups, or organizations) may protest or respond to 
an advice letter (General Order 96-B, Section 7.4). The protest shall contain the 
following information: specification of the advice letter protested; grounds for the protest; 
supporting factual information or legal argument; name, telephone number, postal 
address, and (where appropriate) e-mail address of the protestant; and statement that 
the protest was sent to the utility no later than the day on which the protest was 
submitted to the reviewing Industry Division (General Order 96-B, Section 3.11). 
 
IX. Effective Date and Tier Designation 

PG&E requests that this Tier 3 advice letter be approved on or before February 28, 
2017.  

X. Notice 

In accordance with General Order 96-B, Section IV, a copy of this advice letter is being 
sent electronically and via U.S. mail to parties shown on the attached list R.15-02-020. 
Address changes to the General Order 96-B service list should be directed to PG&E at 
email address PGETariffs@pge.com. For changes to any other service list, please 
contact the Commission’s Process Office at (415) 703-2021 or at 
Process_Office@cpuc.ca.gov. Send all electronic approvals to PGETariffs@pge.com. 
Advice letter filings can also be accessed electronically at: http://www.pge.com/tariffs/. 

 
  /S/    
Erik Jacobson 
Director, Regulatory Relations 
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Public Attachments and Appendices: 
 
Attachment 1: Declaration and Matrix of Christina Yagjian Seeking Confidential      

Treatment Pursuant to D.08-04-023 and D.06-06-066 
 
Appendix B:       Attestation of Noshir Irani regarding Burney Forest Products, Dated 
                         October 21, 2016. 
 
Appendix C:       Independent Evaluator’s Report (Public Version) 

 
Confidential Appendices: 
 
Appendix A: Third Pricing Agreement between Pacific Gas and Electric Company and   

Burney Forest Products 
 
Appendix D:  Independent Evaluator’s Report (Confidential Version) 
 
Appendix E:  Confidential Summary and Analysis of the Third Pricing Agreement 
  
Limited Access to Confidential Material: 

The portions of this advice letter marked Confidential Protected Material are submitted 
under the confidentiality protections of Sections 583 and 454.5(g) of the Public Utilities 
Code and General Order 66-C. A separate Declaration Seeking Confidential Treatment 
regarding the confidential information is being submitted with this advice letter in 
accordance with D.08-04-023. This material is protected from public disclosure pursuant 
to D.06-06-066 because it consists of, among other items, the contract itself, price 
information, and analysis of the proposed energy procurement contract, which includes 
the following documents: 

 Confidential Appendix A – Third Pricing Agreement between Pacific Gas and  
            Electric Company and Burney Forest Products 

 Confidential Appendix D – Independent Evaluator’s Report (Confidential Version) 

 Confidential Appendix E – Confidential Summary and Analysis of the Third  
    Pricing Agreement 

 
cc:  Service List for R.15-02-020 
 Cheryl Lee, Energy Division, CPUC  
 Robert Blackney, Energy Division, CPUC 
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IDENTIFICATION OF CONFIDENTIAL INFORMATION 

 

Redaction 
Reference 

Category from D.06-06-
066, Appendix 1, or 

Separate Confidentiality 
Order That Data 
Corresponds To 

Justification for Confidential Treatment Length of Time Data To 
Be Kept Confidential 

Document:  Advice Letter # 4947-E   

Appendix A 

VII.G – Terms and 
conditions of RPS contracts 

not eligible for 
Supplemental Energy 

Payments 

Confidential terms and conditions of RPS contract that is not eligible for Supplemental Energy 
Payments. 

Three years from contract 
date for deliveries to start or 

one year after expiration 

Appendix D 
(Gray Shaded 

text) 

VII.G – Terms and 
conditions of RPS contracts 

not eligible for 
Supplemental Energy 

Payments 
 

VII – Score sheets, analysis 
and evaluation for RPS 

Projects 
 

VIII.B – Quantitative 
analysis for scoring and 

evaluating bids 
 

General Order 66-C. 

Confidential terms and conditions of RPS contract that is not eligible for Supplemental Energy 
Payments. 
 
 
 
 
Confidential score sheets, analyses and evaluation for RPS contract. 
 
 
 
Confidential quantitative analysis for scoring and evaluating bids in solicitation.   
 
 
 
Information concerning procurement strategy, transactions, and/or costs.  Release of this market 
sensitive information could put PG&E at a competitive disadvantage with regard to other market 
participants and could detrimentally impact PG&E customers. 

Three years from contract 
date for deliveries to start or 

one year after expiration 
 
 
 

Three years 
 
 
 

Three years after winning 
bidders selected 

 
 

Indefinite 

Appendix E 
(in its 

entirety) 

VII.G – Terms and 
conditions of RPS contracts 

not eligible for 
Supplemental Energy 

Payments 
 

VII – Score sheets, analysis 
and evaluation for RPS 

Confidential terms and conditions of RPS contract that is not eligible for Supplemental Energy 
Payments. 
 
 
 
 
Confidential score sheets, analyses and evaluation for RPS contract. 
 

Three years from contract 
date for deliveries to start or 

one year after expiration 
 
 
 

Three years 
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066, Appendix 1, or 

Separate Confidentiality 
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Justification for Confidential Treatment Length of Time Data To 
Be Kept Confidential 

Projects 
 

VIII.B – Quantitative 
analysis for scoring and 

evaluating bids 
 

General Order 66-C. 

 
 
Confidential quantitative analysis for scoring and evaluating bids in solicitation.   
 
 
 
Information concerning procurement strategy, transactions, and/or costs.  Release of this market 
sensitive information could put PG&E at a competitive disadvantage with regard to other market 
participants and could detrimentally impact PG&E customers. 

 
 

Three years after winning 
bidders selected 

 
 

Indefinite 
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ATTESTATION OF BURNEY FOREST PRODUCTS, 
A JOINT VENTURE 

 
I, Noshir Irani, as the Assistant Secretary and authorized representative of Burney Forest 
Products, a Joint Venture (“Seller”), hereby state that I have personal knowledge of the facts 
regarding Seller set forth herein and in the information provided herewith to Pacific Gas And 
Electric Company (“PG&E”), and, with respect to that certain Amendment To The Power 
Purchase Agreement Between Burney Forest Products And Pacific Gas And Electric Company 
(PG&E Log No. 13C038), dated as of October 4, 2016 (the “Amendment”), hereby declare as 
follows: 
 

1. Seller’s generation facility (“Facility”) is described in the following table; 

 
Facility Name 

or 
Designation 

MW Fuel Type 
Condition of 
Equipment 

Facility 
Location 

Number of 
Employees 

Burney Forest 
Products 

31 waste wood No significant 
repairs needed 

currently; major 
maintenance 

overhaul 
anticipated within 
next three to four 

years 

35586-B 
Highway 
299 East, 

Burney, CA 
96013 

24 

 

2. Without the price relief set forth in the Amendment, Seller could not afford to operate 
the Facility and would have to shut down the Facility during the winter period from 
October 2016 – March 2017. Moreover, since the Facility is a cogeneration plant, 
shutting it down would result in the closure of the neighboring Shasta Green mill and 
the loss of hundred plus of jobs in small norther California town of Burney. With the 
price relief set forth in the Amendment, Seller intends to continue to operate the 
Facility at historic levels, which should result in the production of electric energy 
consistent with the Contract Quantity set forth in the Amendment of 98,600 MWh for 
the extension period (approximately 215,945 MWh on an annualized basis) during the 
expected term of the Amendment. 

3. The proposed price relief set forth in the Amendment, serves as a bridge, allowing the 
Facility to continue operating and burning high hazard zones fuel, until a new 
potential longer term contract (BioRAM) is negotiated and approved. 

4. The Facility plans to procure a percentage of its fuel from designated high hazard 
zones, in accordance with a California Public Utilities Commission (“CPUC”) 
resolution, to address the Governor’s emergency proclamation. 



 - 2 -  

As an authorized representative of Seller, and under penalty of perjury, I state that the above 
statements, including financial, historical and projected operating data, are true and correct to the 
best of my knowledge.  
 
 
 
__________________________    Date: 10/21/2015 
Name: Noshir Irani       
Title: Assistant Secretary 
 

This Attestation may be disclosed by Seller and PG&E to the California Public Utility 
Commission to substantiate and verify the accuracy of the parties’ compliance with the 
requirements of the proposed Amendment to the PPA between Seller and PG&E. 
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E X E C U T I V E  S U M M A RY  
 

This report evaluates an amendment to an existing contract between the Pacific Gas and 
Electric Company (PG&E) and Burney Forest Products, A Joint Venture (“BFP”), owner of 
a biomass-fueled generation facility.  An independent evaluator (IE), Arroyo Seco 
Consulting (Arroyo), conducted various activities to review, test, and check PG&E’s 
processes as the parties negotiated the amendment.  PG&E and BFP executed the 
amendment on October 4, 2016.  This amendment provides price relief to BFP from the 
beginning of October; a prior pricing amendment executed by the parties in 2015 had 
provided price relief through the end of August 2016. 

BFP’s generating facility is a 31-MW (contract capacity1) biomass-fueled generator 
located west of the town of Burney in Shasta County, adjacent to the sawmill operations of 
Shasta Green, Inc. whose kilns serve as steam host.  The project interconnects to PG&E’s 
230-kV system.  The facility began operations decades ago as a cogenerator and has operated 
under a thirty-year Interim Standard Offer #4 Qualifying Facility (QF) contract with PG&E 
since 1989.  The facility has passed through several owners; Energy Investors Funds’ private 
equity funds purchased the business from Conectiv and General Electric in 2006.2 

The plant has historically burned a mix of mill wood waste and waste wood from forests, 
and offers the ability going forward to burn biofuel from High Hazard Zones (“HHZs”) as 
designated by the California Department of Forestry and Fire Protection (“CalFire”).  
Burning such HHZ-derived biofuel would further the goals of the Governor’s Emergency 
Proclamation of October 1, 2015 regarding tree mortality that ordered the California Public 
Utilities Commission (CPUC) to extend contracts on existing forest bioenergy facilities 
receiving feedstock from HHZs.  This amendment includes a provision requiring BFP to use 
at least a minimum proportion of its fuel from HHZs during the term of the price extension. 

The structure of this report follows a portion of the guidance of the 2014 RPS Shortlist 
Report Template provided by the Energy Division of the CPUC.  Topics covered include: 

 The role of the IE; 

 Fairness of project-specific negotiations; and 

 Merit of the contract for CPUC approval. 

This report does not include a discussion of PG&E’s outreach efforts for and the 
robustness of a Renewables Portfolio Standard (RPS) Request for Offers (RFO), the design 
of its Least-Cost Best-Fit evaluation methodology and its implementation, which would be 
appropriate elements if this contract had arisen from PG&E’s RPS solicitation.   

                                                      
1 While the nameplate rating of the facility is also reported to be 31 MW, the Net Qualifying Capacity 
designated for the project by the CAISO for 2016 averages 25.51 MW.  PG&E pays BFP for 24 MW 
of firm capacity and 7 MW of as-available capacity under the existing QF agreement. 
2 Energy Investors Funds itself was acquired by Ares Management LP in 2014. 
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Arroyo’s qualified3 opinion is that the negotiations between PG&E and BFP were 
conducted fairly with respect to competitors.  One could object that BFP received an 
extension of price relief while most of its direct competitors did not.  PG&E’s ratepayers will 
be somewhat disadvantaged in the short term compared to not executing the amendment, 
though the consequences of the amendment arguably could provide greater benefits in the 
longer term, so Arroyo does not regard the amendment as unfair to ratepayers.  Arroyo lacks 
evidence that other investor-owned utilities (IOUs) and their ratepayers were disadvantaged 
unfairly  

.  Arroyo does not believe 
that BFP itself was unfairly disadvantaged by PG&E’s negotiations including the utility 
leveraging its position as incumbent buyer. 

In Arroyo’s opinion, the amendment to the BFP agreement merits CPUC approval 
despite concerns about the fairness of the bilateral negotiations.  Deliveries under the price 
extension will rank as moderate to high in price compared to competing alternatives for 
renewable energy, but low in price compared to alternatives for biomass-fueled energy using 
fuels harvested in High Hazard Zones.  The net market value of the deliveries will rank high 
compared to other sources of energy from burning HHZ-derived fuel.  Ratepayers will likely 
pay a modest premium to market pricing for renewable energy, but the potential benefits 
that the contract amendment’s terms may confer to ratepayers might be greater in the longer 
term.  The amendment scores highly against PG&E’s previously stated evaluation criterion 
for RPS Goals, and supports public policy objectives regarding tree mortality that have been 
promulgated during the current drought emergency.  The BFP facility ranks high for project 
viability; deliveries under the amendment will rank low for portfolio fit. 

 

  

                                                      
3 This opinion about the fairness of negotiations is qualified: Arroyo was not included in the specific 
negotiation sessions in which the major terms of the amendment were agreed, so the IE can offer an 
opinion based only on review of written documentation rather than by comprehensive direct 
observation of the give and take of negotiations or of BFP’s reactions to proposed contract 
provisions.   
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1 .   RO L E  O F  T H E  I N D E P E N D E N T  
E VA LUAT O R  

 

This chapter describes key roles of the IE. 

A.   KEY INDEPENDENT EVALUATOR ROLES  

The CPUC first required an independent evaluator to participate in competitive 
solicitations for utility power procurement in its Decision 04-12-048.  It required an IE when 
Participants in a competitive procurement solicitation include affiliates of IOUs, IOU-built 
projects, or IOU-turnkey projects.  Decision 06-05-039 expanded requirements, ordering use 
of an IE to evaluate and report on the entire solicitation, evaluation, and selection process 
for the 2006 RPS RFO and future competitive solicitations.  This was intended to increase 
the fairness and transparency of the Offer selection process.  Decision 09-06-050 further 
expanded the requirement to require an IE to report on long-term RPS contracts that are 
bilaterally negotiated rather than awarded through a competitive solicitation; one might view 
the amendment to Burney Forest Products’ contract as the result of such a bilateral 
negotiation, though the delivery term of the price relief provided by the amendment is short 
rather than long-term. 

The CPUC’s Decision 06-06-066 detailed guidelines for treating confidential information 
in IOU power procurement including competitive solicitations.  It provides for confidential 
treatment of “Score sheets, analyses, evaluations of proposed RPS projects”, vs. public 
treatment of the total number of projects and MW bid by resource type.  Where Arroyo’s 
reporting on the fairness of PG&E’s negotiation of a contract amendment requires explicit 
discussion of such analyses, scores, and evaluations, these are redacted in the public version 
of this document.   

B.   IE ACTIVITIES  

To fulfill the role of evaluating the renewable energy contract between PG&E and BFP, 
Arroyo performed various key tasks: 

 Observed (telephonically) negotiations between the parties; 

 Reviewed drafts of the contract amendment as the parties proposed changes to the 
initial proposal; and 

 Performed an independent market valuation of the amendment. 

 



 
6 

2 .  FA I R N E S S  O F  P RO J E C T-
S P E C I F I C  N E G O T I AT I O N S  

 

This chapter provides an independent review of the extent to which PG&E’s 
negotiations with Burney Forest Products for a contract amendment were conducted fairly 
with respect to competitors and to ratepayers. 

Discussions between PG&E and BFP’s commercial team began in mid-September 2016.  
Arroyo was engaged to serve as Independent Evaluator for the contract amendment after 
the parties’ discussions began, and telephonically observed two negotiation sessions between 
PG&E and BFP in September 2016.  By the time the IE was able to observe negotiations 
the major terms of the agreement had already been agreed by the parties, so most of the 
discussion that follows is based on the paper trail of draft documents and from debriefing 
the PG&E team, not on direct observation. 

Arroyo’s qualified opinion is that PG&E’s negotiations with BFP were conducted in a 
manner that was fair to competitors, to BFP, and to other IOUs.  The next chapter further 
addresses whether the contract amendment is fair to PG&E’s ratepayers.  

A.  BACKGROUND INFORMATI ON 

The original Qualifying Facilities agreement between BFP and PG&E was executed in 
April 1985 and, as amended, still governs the facility’s sale of energy and capacity.  It 
provides for capacity payments based on performance and, since the 11th contract year, for 
energy payments based on short-run avoided cost (SRAC).  In recent years the SRAC 
calculation has led to energy payments sufficiently low that  

 
.  Given that situation, the parties executed an 

amendment to the QF agreement in October 2011 that provided price relief, setting energy 
price to $75/MWh, subject to a cap on all-in payments of $100.43/MWh.  The 2011 price 
amendment had a term of three years with two options for PG&E to extend the term at its 
sole discretion, by one year and then by an additional eleven months. 

In 2015, when PG&E agreed to exercise its option for the second extension of price 
relief into the October 2015 – August 2016 eleven-month period, the parties agreed to set 

 for that period.  
Both energy price and all-in payment cap in this last eleven months  
first three years of the 2011 amendment. 

The facility was brought into commercial operation in 1989.  Its annual production, 
based on public filings, averaged about 221 GWh/year over the 2011-2015 period for a 



 7 

capacity utilization of 81%, compared to contract quantity of 216 GWh/year specified in the 
2011 amendment.4 

In October 2015, the Governor issued an emergency proclamation on tree mortality 
associated with the ongoing drought in California.  Among other things the proclamation 
ordered CalFire and other agencies to identify high hazard zones for wildfire and falling 
trees, and ordered the CPUC to use its authority to extend contracts on existing bioenergy 
projects that receive feedstock from high hazard zones.  BFP’s facility is one of the biomass-
fueled generators that is closest to CalFire-designated HHZs; the boundary of the nearest 
HHZ is perhaps a mile from the project.  The only closer biomass-fueled facilities are two 
that are actually sited within HHZs, one of which has ceased operation. 

EIF management approached PG&E in April 2016 with a concern about the impending 
expiration of the price amendment.  The parties discussed various issues about the possibility 
of new contracting, including whether the use of mill waste from the adjacent Shasta Green 
sawmill could count towards requirements for HHZ fuel content.  No next steps regarding a 
specific proposal were forthcoming. 

Also in April 2016, PG&E was contacted by  
 

.  PG&E communicated that 
no bilateral negotiations for new long-term contracts were contemplated, and that  

 biomass-fueled facilities should instead use the upcoming Bioenergy Renewable 
Auction Mechanism (BioRAM) competitive solicitation (offers due in late July) as the vehicle 
for seeking a new longer-term contract.  A similar message was provided to several other 
biomass-fueled generators in April, advising them to pursue the potential for new long-term 
contracts through the BioRAM competitive solicitation. 

 
 
 

 

PG&E had been conducting bilateral negotiations with the owners of the Rio Bravo 
Fresno and Pacific Ultrapower Chinese Station biomass-fueled QFs from January through 
May 2016.  Those discussions culminated in execution of contract amendments that provide 
three-month extensions of price relief for those two sellers through the end of October 
2016.  The amendment to the existing BFP agreement is analogous to the price extension 
amendments with RBF and PUCS, although with different timing for the period for which a 
higher energy price is available to the seller.  In other words, PG&E has chosen to offer 
advantageous pricing terms for short periods to three biomass-fueled facilities currently 
under long-term contract, while denying such pricing relief to their competitors also under 
long-term contracts.  The fairness of this treatment is explored in a later section. 

                                                      
4 This includes production from both wood waste and natural gas as fuels; the latter is primarily used 
for unit startup and contributes only modestly to thermal input. 
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PG&E approached BFP with a proposal for a contract amendment for a short-term 
extension of price relief in September 2016.  Discussions between PG&E and BFP 
proceeded rapidly; the parties executed an amendment to the contract on October 4, 2016. 

B.  PRINCIPLES FOR EVALUATING THE FAIRNESS O F NEGOTIATIONS  

Arroyo considered some principles to evaluate the degree of fairness with which PG&E 
handled negotiations to amend the Burney Forest Products contract. 

 Were sellers treated fairly and consistently by PG&E during negotiations?  Were 
all sellers given equitable opportunities to advance proposals towards final PPAs?  
Were individual sellers given unique opportunities to move their proposals 
forward or concessions to improve their contracts’ commercial value, 
opportunities not provided to others? 

 Was the distribution of risk between seller and buyer in the PPAs distributed 
equitably across PPAs?  Did PG&E’s ratepayers take on a materially 
disproportionate share of risks in some contracts and not others?  Were 
individual sellers given opportunities to shift their commercial risks towards 
ratepayers, opportunities that were not provided to others? 

 Was non-public information provided by PG&E shared fairly with all sellers?  
Were individual sellers uniquely given information that advantaged them in 
securing contracts or realizing commercial value from those contracts? 

 If any individual seller was given preferential treatment by PG&E in the course 
of negotiations, is there evidence that other sellers were disadvantaged by that 
treatment?  Were other proposals of comparable value to ratepayers assigned 
materially worse outcomes? 

C.  NEGOTIATIONS BETWEEN  PG&E AND BURNEY FOREST PRODUC TS 

Some of the issues addressed in the negotiations included: 

 Contract price.   
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 Term.   
 
 

 
 

 

 High Hazard Zone fuel.   
 
 

 
 

 
 

 
 

 
 

 
 

 
 
 
 
 

 
 

 

 
 
 

 
 
 
 

 
 

 
 

 
 

 

 Contract quantity.   
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 Fuel reporting.   
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The provisions of the amendment were quickly agreed by the parties once PG&E placed 
an initial proposal before BFP’s commercial team.  There were few substantial changes to 
the major terms of the amendment .  Most of the negotiations or 
discussions focused on achieving clarity on terms and  

. 

D.  DEGREE OF FAIRNESS O F PROJECT-SPECIFIC NEGOTIATION S 

Arroyo acknowledges three major issues with the negotiation of the contract amendment 
that could represent unfair treatment of BFP or of its competitors.  A fourth issue, of 
whether the negotiations were fair to PG&E’s ratepayers, is addressed in the next chapter.   

Fairness to competitors.  One issue is whether it was fair to PG&E to provide short-
term price relief to BFP but not to other biomass-fueled QFs currently under contract.   
PG&E did not treat all biomass-fueled sellers consistently, and not all sellers were allowed to 
advance discussions towards short-term price relief amendments.  BFP and two other QFs 
were allowed to move their proposals forward while this opportunity was denied to others. 

PG&E did provide analogous but not identical pricing extensions to Pacific Ultrapower 
Chinese Station and Rio Bravo Fresno earlier in 2016.  Arroyo expressed an opinion in the 
IE report for those transactions that PG&E’s choice to provide a price extension to Rio 
Bravo Fresno but not to its competitor  was less than fully fair.  

, Rio Bravo Fresno, and BFP had all received contract amendments for 
price relief from PG&E in 2011.   closer in proximity to High Hazard 
Zones than Rio Bravo Fresno.  Unlike other QF-contracted biomass facilities such as 

 that had previously obtained price relief but subsequently shut down, 
 had continued to operate and arguably provided project viability 

comparable to Rio Bravo Fresno and BFP.  A case could be made that PG&E’s choice to 
provide price relief to BFP and not to  was unfair. 

There are factors that could mitigate concerns that PG&E’s favorable treatment of BFP 
compared to its competitors was unfair.  At the time that PG&E embarked on negotiations 
for the price extension, the utility already knew that  

 
 

  This would provide an 
economic motivation for PG&E to seek ways to influence BFP  

 
.  Providing a price extension that would 

allow BFP to continue to operate economically until the point in time when a new five-year 
BioRAM contract took effect would seem to be a powerful incentive to influence BFP’s 
decisions.  Other biomass-fueled QFs did not offer this attractive opportunity for PG&E’s 
ratepayers. 
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Another mitigating factor is that  did not submit an offer to 
PG&E’s BioRAM solicitation, asserting instead its preference to obtain a long-term contract 
with PG&E through bilateral negotiations.  Arroyo has no evidence that  

 is currently burning HHZ fuel or would be well-positioned to do so during a 
hypothetical price extension.  Arroyo views  as ranking lower in 
proximity to High Hazard Zones than BFP.   

The other contracted biomass-fueled QFs to which PG&E could have provided a price 
extension do not match BFP and  merits as sellers:  they rank lower in 
project viability having already shut down, they are scored by PG&E as ranking lower in 
proximity to HHZs, and/or their pricing as revealed by offers in PG&E’s BioRAM 
solicitation is less competitive. 

Although BFP’s competitors, were they aware of BFP’s bilateral negotiation for price 
relief, might likely view it as unfair because they were not similarly approached by PG&E, 
PG&E could argue that there are compelling business reasons to offer BFP a pricing 
extension amendment and not offer an analogous deal to its competitors.  Arguably PG&E’s 
ratepayers are better off with PG&E securing a short-term amendment that gives BFP an 
incentive  

 
.   

It may be a parochial argument when viewed in the context of benefits to all ratepayers 
in the state, but PG&E’s own ratepayers are in fact better off buying biomass-fueled energy 
over the longer term from the lowest-priced competitor than from higher-priced alternatives.  
On that basis, it would be more attractive to ratepayers for PG&E to negotiate a pricing 
extension with BFP than with  

.5 

Once a thermal power plant shuts down and furloughs its employees there is a risk that 
facility-specific skills of the labor force will be difficult to recover if and when the project 

                                                      
5 In the absence of  

  
 

 

 
 

 
 
 

 
  This seems to Arroyo to be a 

reasonable motivation for PG&E to draft provisions in the price extension amendment to avert an 
outcome in which  

. 
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attempts to return to service months later.   
, it was logical to consider means to keep the 

project fully operational in the short term rather than to allow the facility to shut down after 
the prior price extension expired,  

. 

BFP’s biomass-fueled QF competitors that did not obtain a short-term amendment for 
price relief from PG&E have generally shut down operations because the economics of 
operating under the pricing terms of the original QF agreements became untenable.  Arroyo 
does not have evidence that these competitors were specifically harmed by PG&E granting 
short-term price relief to BFP.  It seems likely to Arroyo that any woody waste-fueled QF 
that fails to obtain a BioRAM contract from one of the IOUs will choose to cease 
operations when exposed to SRAC energy pricing.  This is not a case of competitors being 
disadvantaged specifically by the BFP agreement; it is a comment on the adverse market 
conditions facing thermal plants with fuel costs nearer  attempting to compete in 
a market where electric prices for baseload power are in the $30s/MWh.  For PG&E to 
attempt to subsidize many or all uneconomic wood-waste-fueled plants with short-term 
price relief regardless of their lack of competitiveness, as opposed to  

 
 would seem illogical. 

Arroyo has no evidence that PG&E provided non-public information to BFP that might 
have uniquely advantaged it over its competitors in securing a pricing extension. 

Arroyo’s opinion is that, while PG&E’s prior negotiations of bilateral price extension 
amendments with Pacific Ultrapower Chinese Station and Rio Bravo Fresno were less than 
fully fair to competing biomass-fueled facilities under QF contracts, the negotiation with 
BFP was fair to competitors.  The distinction that Arroyo accepts is that  

 
.  On that basis, using a price extension  

 while not providing such a benefit to 
competitors that  

, does not seem unfair.6 

Fairness to BFP.  A second fairness issue is whether PG&E unfairly used its market 
position to force BFP into the contract amendment, making the price extension contingent 
on  

.  Was this fair to BFP? 

PG&E was uniquely positioned, compared to the other two IOUs, to provide an 
incentive to BFP .  PG&E is the incumbent 
buyer in a contractual relationship that spans three decades.  Only PG&E is in a position to 

                                                      
6  
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offer price relief that would allow BFP to continue operating economically for six more 
months.  It is hard to imagine  

 
 
 

.  BFP was vulnerable to persuasive inducements from PG&E; 
 

, and only PG&E is in a position to grant price relief on that existing agreement. 

Arroyo views the situation as PG&E having strong leverage over BFP by virtue of its 
incumbency in the existing QF agreement, not from any exercise of classical market power 
or monopoly position.  Arroyo’s opinion is that PG&E exploited that incumbency to 
structure a contract whose short-term economic benefits would be hard for BFP to ignore, 
in a way that  

.  Was exploiting the advantages of incumbency unfair? 

Arroyo notes that  
 when PG&E first proposed them.  BFP 

appears to have had  
, focusing instead on  

.  BFP has freedom of choice at 
several points; it could have chosen to continue operating without price relief until the 
outcome of the BioRAM selection became known in October, which might have allowed it 
to be selected by Edison or SDG&E for a BioRAM contract, in which case it could continue 
operating without price relief until the effective date of a new contract.  In the course of the 
negotiations for the amendment, it could have requested a weaker version of  

 
.  It could 

have agreed to the price relief amendment, then  
 

.  At any of these decision points BFP could have avoided  
, but it did not. 

Arroyo has no information suggesting whether BFP participated in other IOUs’ 
BioRAM solicitations or not, nor, if it did participate, what offer price it had submitted.  
Arroyo has no information suggesting that  

 
.  In the absence of such information, Arroyo 

cannot conclude that BFP was unfairly disadvantaged .   

From Arroyo’s perspective, BFP was not “forced” or coerced into the contract 
amendment but chose to negotiate it and execute it of its own free will.  It appears to Arroyo 
that BFP recognized that it would be better off continuing to operate economically at a price 
higher than SRAC for six more months, was hopeful that it might be awarded a longer-term 
BioRAM contract by PG&E or by other IOUs, and was content  

.  
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On that basis Arroyo’s opinion is that the negotiations for the contract amendment were 
fair to BFP.   

 
 

Fairness to other IOUs.  A third issue is whether  
 was unfair to Edison and SDG&E and to their 

ratepayers.  
 
 
 

 

Arroyo lacks information about whether this hypothetical situation was factually the case 
 
 

   

PG&E has exploited its position as incumbent buyer of BFP’s generation to prevent  
 

 
 

 

In Arroyo’s opinion the actions taken by PG&E to take advantage of its incumbency in 
its pre-existing business relationship with BFP do not seem illegitimate or wrongful or even 
unfair.  It does seem to Arroyo that PG&E took aggressive actions to  

 
.  To 

Arroyo, that seems to be forceful business conduct of the sort observed when buyers 
compete vigorously for the most competitively priced supply contracts, whether utilities or 
supermarket chains or aerospace manufacturers, and within the norms of legitimate business 
behavior. 

Given that the IE has no information about  
, Arroyo cannot conclude that negotiations between PG&E and BFP 

were unfair to Edison and SDG&E.   
 

 
 

The next chapter addresses the degree to which the short-term price relief amendment 
imposes above-market costs on PG&E’s ratepayers, and whether that was fair to them.  
Arroyo’s qualified7 opinion is that PG&E’s negotiations with Burney Forest Products were, 

                                                      
7 Had Arroyo been able to observe the two negotiation sessions in which PG&E made its initial 
proposal to BFP and in which BFP reacted to the provisions, the IE would be better positioned to 
form an opinion about whether BFP regarded PG&E’s proposed terms as fair. As it stands, there is 
(Footnote continued) 
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overall, conducted fairly with respect to BFP’s competitors, to other IOUs and their 
ratepayers, and to BFP itself.  Arroyo acknowledges that PG&E’s aggressive effort to 
capitalize on its position as the incumbent buyer from BFP may strike other observers and 
policymakers as unfair to other parties that could be left worse off had PG&E not pursued 
its strategy . 

This report does not address the separate but related issue of whether  
 was fair or unfair given  

. 

                                                      
some uncertainty in Arroyo’s assessment about how BFP perceived  

. 
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3 .  M E R I T  F O R  C P U C  A P P ROVA L  
 

This chapter provides an independent review of the merits of the amended and restated 
contract between PG&E and Burney Forest Products against criteria identified in the Energy 
Division’s 2014 RPS IE template. 

A.   CONTRACT SUMMARY  

On October 4, 2016, PG&E and Burney Forest Products executed an amendment for 
continued delivery of RPS-eligible energy from an existing biomass-fueled generation facility.  
Contract capacity continues to be that of the underlying QF agreement, 31 MW.  The 
contract quantity for the PPA is 98.6 GWh over the six-month extension period.  The 
amendment takes effect on October 1, 2016 and will continue for six months or until the 
delivery term of a BioRAM contract between PG&E and BFP commences.  BFP will 
continue to be paid SRAC-based energy price as specified in the underlying QF agreement 
until and unless the CPUC approves the amendment, when a true-up payment would be 
made.  The project is located west of the unincorporated town of Burney in Shasta County, 
adjacent to the Shasta Green sawmill. 

B.  NARRATIVE OF EVALUAT ION CRITERIA AND RANKING  

The 2014 RPS template for IEs provided by the Energy Division calls for a narrative of 
the merits of the proposed project on the criteria of contract price, portfolio fit, and project 
viability.   

CONTRACT PRICE AND MARKET VALUATION   

The CPUC reviewed the 2011 contract amendment granting BFP price relief and 
approved PG&E’s advice filing in Resolution E-4491, finding at that time that based on 
comparisons of its capacity and energy pricing that “the price under the Proposed 
Amendment is reasonable”.  

Contract Price.  The fixed energy price paid to BFP during the amendment delivery term 
 

 
 
 
 
 

 

While the 2011 amendment’s pricing was sufficiently competitive for the offer to merit 
approval by the CPUC, in today’s market it ranks moderate or high in price in comparison to 
alternatives for deliveries of RPS-eligible energy recently available to PG&E in its most 
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recent RPS RFO.   
, would rank in the highest-priced quartile of Offers 

received in PG&E’s 2014 RPS RFO.  If, however, actual performance led to a somewhat 
lower price for deliveries , the amendment’s pricing would rank in 
the second-highest-priced quartile. 

The deliveries from BFP under the contract amendment differ from other renewable 
energy proposals in that the contract imposes an obligation that  of the fuel used 
to provide energy deliveries come from High Hazard Zones.  The state of California has 
placed a premium on biomass-fueled generation using HHZ fuels, and both regulatory and 
legislative bodies have set a priority on extending existing contracts for such generation.  So 
a better benchmark for the market prices to which BFP’s amendment should be compared is 
the set of proposals from biomass-fueled generators to PG&E’s BioRAM solicitation.   

 is lower than all of the pre-TOD contract prices offered to 
PG&E in its BioRAM solicitation, .  The comparison is 
not apples-to-apples because the BioRAM offers were for contracts of five-year term or 
longer, vs. BFP’s six-month extension.  However, this illustrates that the amendment will 
provide renewable energy fueled by woody waste from HHZs at a lower price for six 
months than biomass-fueled facilities are willing to sustain for longer delivery terms. 

PG&E previously executed three-month pricing extensions in 2016 with Pacific 
Ultrapower Chinese Station and Rio Bravo Fresno, which also agreed to meet minimum 
requirements for obtaining HHZ-based fuel.   

  It seems likely that 
ratepayers’ cost of taking delivery of BFP’s power including the required content from 
burning HHZ fuel will be lower than the cost of Chinese Station’s or Rio Bravo Fresno’s 
deliveries and lower than any BioRAM contract’s. 

Arroyo’s conclusion is that the pricing of RBF’s deliveries during the term of the 
contract amendment is moderate to high when compared to other providers of renewable 
energy, but low compared to other sources of biomass-fueled energy that has a requirement 
to burn biofuel harvested from HHZs. 

Market Valuation.  PG&E did not perform a market valuation of the BFP amendment 
using its approved Least-Cost Best-Fit methodology, and has not provided the results of its 
net market value analysis to the IE.  Arroyo made an independent estimate of the net market 
value of the price extension of the BFP contract, using  as a 
conservative estimate of the actual pricing of the deliveries and using the generation profile 

.  
This estimate would rank the BFP amendment near the bottom of net market value of offers 
received in PG&E’s most recent RPS RFO (Arroyo does not have access to more recent 
results of RAM solicitations).  It would rank the BFP amendment in the top quartile for 
value among offer variants PG&E received in its BioRAM solicitation.  As noted, ranking 
the net market value of a six-month delivery period against offers of five years or longer in 
term is not an apples-to-apples comparison.   

Another comparison to renewable energy market price can be constructed from 
expected market prices and a view of the price of California unbundled renewable energy 
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credits.  Arroyo lacks fresh pricing data for the latter.  Using stale pricing information from 
early 2016, the net market value of the BFP six-month extension might be .  
On the basis of that estimate, PG&E’s ratepayers would expend  in 
payments to BFP above the market price of renewable energy, payments that would not be 
required if the amendment were not executed or approved.  Actual above-market payments 
will depend on BFP’s production performance and actual market price outcomes. 

Arroyo’s estimate of net market value for the BFP amendment is higher in $/MWh than 
those of the analogous three-month contract extensions that PG&E provided to Pacific 
Ultrapower Chinese Station and Rio Bravo Fresno.  The CPUC approved both of those 
contract amendments in August 2016 in Resolution E-4797, in which it found the price and 
value of those amendments to be reasonable in the context of a response to a state of 
emergency. 

In other words, while the BFP amendment is quite low in value compared to possible 
short-term contracts for renewable generation, it is high in value compared to other means 
of securing generation from biomass-fueled generators burning woody waste from HHZs.  
PG&E has a net long position in renewable energy credits in the current compliance period 
and generally does not have a compliance need to procure additional renewable generation in 
the immediate future, so the primary rationale for entering such an above-market contract 
amendment is to secure competitively-priced supplies of generation from HHZ-derived 
biofuels during the current drought and tree mortality emergency.  The above-market 
payment that ratepayers would incur to secure the HHZ-based generation in the short-term 
amendment and in any BFP BioRAM contract is small but not insignificant. 

If one accepted the hypothesis that  
 

 
 

 

 
 
 

 
  This hypothetical benefit of the contract amendment 

would more than compensate for the above-market cost of BFP’s renewable energy 
deliveries during the term of the contract amendment. 

The terms of the contract amendment do not shift risks from BFP to PG&E’s 
ratepayers beyond the balance of risks already established in the original QF agreement and 
the 2011 price amendment.   Arroyo views the balance of risks between buyer and seller as 
within the range of what PG&E achieves with other renewable energy sellers, and as fair to 
ratepayers. 
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CONSISTENCY WITH RPS GOALS AND PROCUREMENT PLAN 

Procurement plan.  As part of the RPS procurement cycle, PG&E drafted a 2015 RPS 
procurement plan in August 2015 that was accepted with conditions by the CPUC in 
Decision 15-12-025.  The plan states that PG&E’s existing RPS contract portfolio, its own 
RPS generation, and its expected bank of renewable energy credits are adequate to ensure 
compliance with near-term RPS requirements.  In the plan, PG&E’s projections for its 
renewable net short position suggest that its procurement of renewable energy in 2016 well 
exceeds its compliance need.  This suggests that the BFP contract amendment is inconsistent 
with the procurement plan.  The plan states that PG&E has no near-term need for RPS 
resources but will procure incremental volumes of RPS-eligible contracts in 2016 through 
CPUC-mandated programs such as the RAM, ReMAT, and BioMAT programs.  None of 
these programs require the extension of the pricing relief that PG&E has previously granted 
to BFP.  (One could argue that some specifics of PG&E’s 2015 RPS procurement plan, 
which did not contemplate a drought and tree mortality emergency, have been superseded by 
the CPUC’s issuance of Resolutions E-4770 and E-4805.) 

PG&E’s procurement plan states that the utility uses its Portfolio-Adjusted Value (PAV) 
methodology to evaluate which products provide the best fit at least cost.  PG&E did not 
use its PAV methodology to evaluate the BFP contract amendment. 

The BFP amendment will have the effect of increasing resource diversity, or at least 
deferring a decline in resource diversity, within PG&E’s RPS portfolio, which is identified in 
the procurement plan as a possible risk-reducing strategy. 

While PG&E stated no intent to enter into bilateral negotiations for new RPS contracts 
in its 2015 RPS procurement plan, the CPUC’s Resolution E-4770 subsequently authorized 
the IOUs to pursue bilateral contracts to meet the targeted need to extend contracts with 
existing forest bioenergy projects receiving feedstock from High Hazard Zones.  The BFP 
amendment fits clearly into this category. 

RPS Goals.  Because PG&E did not hold a 2015 RPS RFO there are no publicly stated 
goals or targets for procurement in PG&E’s current annual procurement cycle.  PG&E’s 
2014 RPS solicitation protocol included an evaluation criterion for a contract’s contribution 
to RPS goals.  One of the subcriteria was whether a project would provide economic 
benefits to “communities afflicted with high poverty or unemployment”, which was one of 
the legislative goals for the state’s RPS program. The community of Burney fits that 
characterization:  median annual household income in Burney in 2014 was $38.2 thousand 
vs. $61.5 thousand for the state of California, based on the U.S. Census Bureau’s 2014 
American Community Survey.  The percentage of population living below poverty levels was 
19.9% vs. the state’s 16.4%; an estimated 14.8% of the population over age 16 was 
unemployed vs. 7.0% for the state.    

Arroyo speculates that any beneficial economic impact of the contract extension would 
likely be short-term in nature, averting possible staff reductions should the owner choose to 
shut down operations in the absence of a pricing extension.   
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Another RPS Goals evaluation subcriterion in the 2014 RPS RFO was contribution to 
Executive Order S-06-06, which called for 20% of the state’s renewable energy needs in 
electricity to be met by electricity from biomass.  The amendment would contribute to 
meeting this goal by averting a decline in biomass-fueled production, assuming that BFP 
could likely shut down or reduce output rather than continue operating in baseload mode 
when exposed to SRAC energy pricing. 

When the RPS Goals protocol was drafted for PG&E’s 2014 RPS RFO neither PG&E 
nor its regulator anticipated the Governor’s 2015 emergency proclamation.  Ensuring 
continued operation of biomass-fueled generators to burn dead and dying trees harvested 
from high hazard zones was not specifically an element of PG&E’s RPS Goals criterion.  
However, because the contract extension requires use of these as feedstock, the amendment 
provides immediate and timely support for the state’s current executive, legislative, and 
regulatory goals in a period of emergency caused by tree mortality hazards. 

PORTFOLIO FIT 

According to its approved 2015 RPS procurement plan, PG&E uses its Portfolio-
Adjusted Value methodology to evaluate both market value and portfolio fit.  PG&E did not 
use its PAV methodology to value the BFP amendment, so it does not formally have a 
measure of the portfolio fit of these transactions. 

Arroyo’s opinion is that, qualitatively, the fit of the BFP amendment with PG&E’s 
portfolio ranks low.  The utility already expects a net long RPS position for the second and 
third compliance periods because of its prior procurement activities and because of changes 
in PG&E’s retail load outlook.  Contracting for deliveries of even more renewable energy in 
2016 and 2017 increases PG&E’s overprocurement of RPS-eligible energy in the current and 
next compliance period and increases the size of the REC bank that must be carried forward 
to future periods:  costs for these RECs will be expended during the amendment’s delivery 
term but the need for the RECs is projected to develop later in the 2020s.   

BFP’s production shape is generally baseload, whereas PG&E needs more flexible 
resources to deal with periods of overgeneration and negative market prices.  BFP’s 2011 
price amendment provides PG&E with up to 100 buyer curtailment hours per contract year, 
fewer than the number allowed by most of the renewable energy contracts the utility has 
executed since 20128, so the utility has less flexibility to manage the BFP contract during 
periods of overgeneration compared to other parts of its RPS portfolio. 

                                                      
8 The number of hours of buyer curtailment provided in BFP’s price amendment is less than that of 

 of the offer variants received by PG&E in its 2014 RPS RFO.   offers that PG&E 
selected for its short list in that solicitation provided more buyer curtailment hours than BFP does. 
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PROJECT VIABILITY 

As an existing generation facility that has operated reliably with production levels near or 
above its annual contract quantity, the project viability of the BFP facility ranks quite high.  
Arroyo assigns it a score of 100 using the Energy Division’s project viability calculator.   

C.  DISCUSSION OF MERIT FOR APPROVAL  

In Arroyo’s opinion, the contract amendment to extend price relief for Burney Forest 
Products merits CPUC approval. 

 The CPUC found BFP’s 2011 price relief amendment to be reasonable, including its 
pricing; the current amendment’s pricing is lower than that of the 2011 amendment.  
While Arroyo ranks the PPA’s contract price as moderate to high compared to 
recent competing proposals from projects delivering renewable energy, the more 
relevant peer group to which to compare this short-term amendment is other short- 
to medium-term proposals from biomass-fueled facilities that agree to deliver power 
from biofuel harvested from High Hazard Zones.  The pricing of the BFP 
amendment is low compared to that peer group. 

 Similarly, the BFP amendment will likely result in payments above the market price 
of renewable energy.  This might amount to excess payments of  by 
ratepayers above what they would pay for renewable energy at market prices, 
depending on market and performance outcomes.  The $/MWh net market value of 
the BFP amendment deliveries will however be below those of previous price 
extensions that PG&E granted to other QFs that are burning HHZ fuel and also 
below those of proposals received in PG&E’s BioRAM solicitation for delivering 
energy derived from HHZ fuel.  So the BFP amendment is a means of obtaining 
bioenergy from HHZ fuel at a better value than competing alternatives. 

 Because the BFP amendment requires the facility to meet a target for the content of 
its delivered fuel that originates in High Hazard Zones, it will contribute to meeting 
an urgent public policy goal stated in the Governor’s emergency proclamation on 
tree mortality and in regulatory and legislative directives.  In Arroyo’s opinion the 
relatively modest above-market payment the amendment requires is justified by the 
progress toward burning HHZ biofuels it will provide in response to a state of 
emergency. 

 While taking deliveries under the BFP amendment is not well aligned with PG&E 
portfolio fit or compliance needs, and it is not particularly consistent with PG&E’s 
2015 RPS procurement plan, the amendment aligns quite well with the directives of 
the CPUC’s Resolution E-4770 to cope with the tree mortality emergency. 

 The BFP amendment will contribute to PG&E’s prior definitions of its RPS goals 
evaluation criterion, such as contributing economic benefits to a community afflicted 
by poverty and high unemployment, and supporting the state goal for biomass-
fueled energy as a percentage of renewable energy generation. 
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 As an operating facility that has delivered biomass-fueled energy reliably to PG&E 
for decades, BFP ranks high for project viability. 

 The provision of the amendment  
 raises concerns 

about fairness of negotiations.  Arroyo’s own opinion is that PG&E’s action  
 is, 

overall, fair to BFP’s competitors, fair to the other IOUs and to their ratepayers, and 
fair to BFP itself.   

 
 

 
 

 
 

 
 

 
 

  Arroyo has no information indicating 
that BFP participated in Edison’s or SDG&E’s BioRAM solicitations.  Arroyo views 
BFP as having freedom of choice in making its decisions about the terms and 
conditions offered by PG&E, and has detected no reluctance to accept  

. 

Arroyo acknowledges that other observers of PG&E’s business dealings  
 could view it as unfair treatment of BFP, of BFP’s 

competitors, or of the other IOUs and their ratepayers.  Arroyo would expect that 
other biomass-fueled QFs to which PG&E did not extend price relief might very 
well view the concession provided to BFP as unfair.  Ratepayers of the other utilities 
similarly might, hypothetically, object that  

 
.  If this were the case, Arroyo 

would view it as the consequence of PG&E having a prior and ongoing business 
relationship with BFP vs. other IOUs having no business relationship. 

Based on these observations and judgments about the fairness of negotiations and 
overall impact on ratepayer benefits and costs, Arroyo’s qualified opinion is that the Burney 
Forest Products contract amendment merits CPUC approval.  This opinion is qualified by 
Arroyo’s inability to observe directly the negotiations in which BFP agreed to PG&E’s terms 
and conditions, including . 
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