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Introduction

This workshop on wood bioenergy development in the US South was convened as part of a national
dialogue on ensuring sustainability in the expanded use of forest biomass for energy. The dialogue is
exploring issues related to the pace and nature of bioenergy development, availability of adequate
feedstocks, appropriate measures to ensure the environmental, economic, and social sustainability of the
new industry, and how state and federal policies can support and ensure sustainable bioenergy
development. It is clear that expanding bioenergy in the US will bring together the forest sector and the
energy industry, two groups that have not worked together closely before and that norms, values, and
modes of operation of both need to be accommodated.

Workshop participants from across the South presented perspectives from the energy industry, the forest
products industry, state and federal forestry agencies, forest landowners, local government and economic
development entities, conservation organizations, and academic institutions (attendee list attached). The
Southern workshop focused largely on:

o More effective development and communication of forest biomass supply estimates
o Development of sustainability standards for responsible sourcing of forest biomass
e Supporting a sustainable “build out” of the wood bioenergy industry in the South.

Development and communication of forest biomass supply assessments
Estimates of the available and sustainable supply of forest biomass for energy in the South continue to
vary. Influencing factors include:

o Historical investments (1990s) that might increase supplies of thinning and residues in the
medium term.

o Integrated harvesting technology that increases forest harvest efficiency.

e Observed decreased in plantings (2000s) that may reduce medium- to long-term supplies.

e Changing ownerships (increased holdings by Timber Investment Management Organizations
(TIMOs) and Real-estate Investment Trusts (REITS), which appear to be investing less in
management than previous owners.

e Changing landowner demographics (an aging small-landowner cohort, with both retirement and
inheritance affecting landowner objectives).

e Uncertainty about landowner responses to increased prices and potential for adopting new
silvicultural approaches (e.g. dedicated energy crops, intensified management).

e Strong urban/suburban development pressures.

Potential intensification of management, including use of genetically improved stock (potentially
doubling productivity, but also raising environmental / habitat concerns).

e Programs such as the Biomass Crop Assistance Program (BCAP), which provide direct incentives
for certain landowner actions.
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In addition, uncertainty about the legislative definitions of qualifying “renewable fuel source” and
“renewable biomass” continue to make forecasting “available” biomass difficult. These and other
uncertainties led some participants to voice concern that expansion of bioenergy was not a foregone
conclusion.

It is clear that energy policy has the potential to increase biomass demand. For example, it is estimated
that approximately 7 percent, out of 12.5% mandated by the North Carolina’s Renewable Portfolio
Standard (RPS), remains to be achieved, and meeting this goal could result in significant increases in the
use of forest biomass in the short run (10-15 years). According to one participant, if biomass sourcing is
limited to the less mountainous eastern half of the state, there could be a tripling of the state’s pulpwood
harvest or a need to plant up to 1 million more acres of intensively-managed pine plantations. While only
a few southern states have RPS targets, the federal Renewable Electricity Standard (RES) and Renewable
Fuels Standard (RFS) will likely stimulate additional demand for biomass. European demand is also
rising; the UK is expected to procure 20 million tons of biomass to meet its energy goals, with more than
a third of this supply expected to come from the US South.

Economic forecasting models predict that, in light of the Southeast’s current utilization of around 90
percent of annual net growth, additional increments of demand for biomass will increase prices, in some
cases significantly. While these higher prices may stimulate new production, they are also higher than
many bioenergy facility developers have accounted for in their early business planning, and could have
significant impacts upon the existing forest products industry. The models also show that it is unlikely
that significant bioenergy expansion can take place utilizing only “residuals” — adequate supplies will
almost certainly involve significant use of roundwood.

Several participants noted that projections of expanded biomass demand must also address the current
business realities faced by facility developers and electricity sellers. They indicated that biomass remains
a more expensive energy source, compared to existing alternatives, and has a longer and more complex
development pathway. They cautioned that estimates of rapid outstripping of supply might be unrealistic.

There is a gap between the national and regional biomass supply estimates developed by federal and state
agencies, and the information on specific supply areas needed by the energy industry and local economic
planners to guide the siting of new wood bioenergy or biofuels facilities. Information is needed at
different scales for different purposes. The national and regional assessments are primarily useful to
policymakers, and provide only general guidance in the development of local feedstock feasibility studies.
The energy industry would benefit from better connections to experienced private forestry consultants
who can provide more accurate assessments of likely biomass supply, considering competition for
feedstock with established local industry, private forest landowner response to markets, and sustainability
standards as they relate to gaining public acceptance and maintaining the “social license” to utilize large
volumes of local wood.

Information as currently supplied seems to be leading energy industry planners to make inaccurate
estimates of the volume and types of woody biomass available as feedstock, but also price. Some
feedstock planners appear to assume most of their needs can be met with forestry residues (primary
logging residues and secondary mill residues and wood waste). Once operational, however, it is
extremely likely that they will find themselves competing for roundwood in the near term, and relying on
projected supplies from energy crops for the longer term. As expanded use increases beyond a modest
level — a level that uses low cost supplies in the area, increased competition with existing wood products
industries results in higher feedstock prices than many energy planners assume. In the longer term,
energy crops could expand within limits on the amount of land available. The forest industry and growth
in Southeastern forests have expanded significantly over the past several decades, and additional
expansion, if accomplished sustainably, could contribute to meeting supplies in the longer term. There
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was extended discussion of the potential of actions that landowners might take to increase forest
productivity; these actions were cited as major contributors to past increases in overall growth.

Many of the current studies that include price projections for woody biomass use an approach more
typical to agriculture, i.e., price at roadside rather than the “delivered price” that energy companies are
accustomed to using. Transportation is often the largest single cost component for woody biomass, which
suggests that the delivered prices of woody biomass may be significantly higher than many energy
companies are estimating in their feasibility studies.

If multiple businesses decide to site facilities in an area within a short time, based on judgment that there
will be adequate wood supply, then forest biomass demand may greatly exceed supply — resulting in
rapidly rising prices in specific regions. Some economic development strategists are utilizing available
supply estimates to both attract facility developers and also to avoid unintended overlaps in facility
sourcing areas. Some participants felt that market forces, through the due diligence requirements for
funding, would assure that such conflicts are minimal. Others are less comfortable leaving this to chance,
given the current policy incentives aimed at stimulating a rapid expansion of renewable energy capacity.

Sustainability standards and responsible sourcing

While there is broad understanding that the use of wood for energy will probably continue to expand,
participants also recognized the potential for unintended consequences. Some felt that since the
development of bioenergy is publicly subsidized at the federal, state and local level, projects seeking to
acquire such subsidies need to demonstrate adequate levels of environmental performance, to minimize
risks to other resources and values. Others felt that environmental and social costs would be accounted for
by the industry as it expands and that environmental and socio-economic tradeoffs would be minimal
because the pace of development of the industry tends to be overstated. Participants noted that, while
there are many plans for bioenergy expansion, very little actual construction of new facilities is underway.

Significant differences remain to be worked out over the availability of certain private as well as public
forest lands for woody biomass production and harvesting. Of particular concern is the effect of a
significant expansion of forest plantations and energy crops on wildlife habitat, especially the conversion
of lands enrolled in the Conservation Reserve Program and of forests with greater biological diversity.

Participants were unclear on the question of where the responsibility for ensuring the sustainability of
expanded bioenergy should lie. Some facility developers/operators feel that the environmental effects of
feedstock production are the responsibility of landowners, and the concept of supply chain certification,
for example, was novel. Many participants were wary of expanded government controls, and they would
like to avoid additional Best Management Practices (BMPs) or forest practices regulations, believing they
might stifle attempts to increase supply and thus limit the growth of the industry. Because forest
productivity in the South has grown along with the forest products industry over recent decades, some
participants felt that encouraging biomass utilization was beneficial and would provide a bulwark against
increasing development pressure. While agreeing with the importance of forest-based industries for
ensuring the persistence of the region’s forests, other participants noted that industry expansion has had
an impact on wildlife and habitat over the past decades. Participants indicated they felt some impacts
were positive and others negative.

Most states in the South have a history of avoiding detailed regulation of forest practices on private lands.
There is widespread concern over recent proposals for sustainability standards to be established in federal
legislation. There was strong sentiment by many that this is a state responsibility. One suggestion was to
use a “back stop” approach, similar to that used in the federal Clean Water Act, in which states are
required to develop their own regulations based on a general framework established in federal law.
Another suggestion was for the use of “look-back” provision to support the assessment of actual effects
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after an initial development phase (e.g., 5 years) as a basis for making incremental adjustments as needed.

Additional strategies proposed in the meeting included increased public investment in easements on high
value conservation forest land, and implementation of conservation strategies embodied in State Wildlife
Action Plans (SWAPs). Other suggestions included requiring bioenergy feedstock sources to have a
forest management plan prepared by a registered forester, as a basis for compliance with best
management practices (BMPs), or biomass harvesting guidelines in states that develop them.

Many in the energy industry are unaccustomed to the idea that as large scale consumers of biomass, they
are likely to be expected by segments of the public to (1) know the source of their feedstock, and (2) bear
some degree of responsibility for ensuring that their feedstock is supplied in a renewable and sustainable
manner. It was noted that renewable does not necessarily mean sustainable, i.e., it is important not to just
keep overall wood removals from exceeding growth (a general rule that will obviously not apply in all
cases or at all scales), but to also consider key concerns relating to wildlife habitat, water quality,
biodiversity, and soil productivity. Opportunities exist to borrow from previous efforts by the forest
products industry to ensure continued public acceptance and maintain the “social license” to utilize large
volumes of locally supplied wood. These can include company-specific public commitments to abide by
basis sustainability standards, preferably including some sort of third-party verification.

Supporting a sustainable build-out of wood bioenergy in the South

State and local economic development authorities need better information from which to provide
guidance to new bioenergy or biofuels “entrants.” One approach that was described is the identification
of bioenergy “development zones” where new entrants will be more likely to find adequate feedstock at
reasonable prices, and without raising sustainability concerns or causing community economic
displacement through impacts on existing wood-using industries.

There is a race to be the first one in, but experience is showing that this is no guarantee of commercial
success. Many new and unexpected factors necessitate adjustments that may fundamentally alter the
business model. Also, in the absence of long-term supply contracts for feedstock (which are not typical
for forest landowners), being the first one in is no guarantee that there will not be competition from
subsequent entrants that could fundamentally change supply and price assumptions.

Federal and state financial incentives and production targets will continue to press forward toward priority
goals for expanding renewable fuels and renewable energy. But opportunities remain to “level the
playing field” to better support a diversity of approaches in terms of the type of facility, scale, and
location. More attention is needed specifically on support for renewable thermal energy, “distributed
energy” approaches utilizing existing technologies for advanced wood combustion (AWC), combined-
heat-and-power (CHP), and district heating/cooling. Existing federal and state utility policies need to be
reviewed for opportunities to support expansion of bioenergy and biofuels production utilizing the
existing forest products industry infrastructure and wood supply relationships.

Participants also suggested that federal definitions of biomass eligible for “credit” under various mandates
(e.g., RPS, RFS) should be harmonized. While creating uncertainty in estimation, the greater concern is
the uncertainty in markets and for landowner planning. Differences between various definitions are very
large (e.g., 2 million acres in Virginia are eligible under the EISA definition and 15 million under the
2008 Farm Bill.)

Finally, there was strong agreement that federal research and development into sustainability of bioenergy
should be a higher priority, perhaps on par with technology research.
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