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First, I want to thank Europe for continuing to lead on climate change mitigation policies. 

I’d also like to say that depending on how the political situation in the U.S. continues to evolve I may come calling for amnesty ;-) 


STUDY PURPOSE

What is driving engagement with sustainability initiatives?

Which sustainability initiatives are most common for demonstrating
compliance with sustainability criteria?

Where are the largest challenges to documenting compliance with
sustainability criteria, and where is the largest potential for improvement?

Where are the largest challenges to tracking documentation, and where is the
largest potential for improvement?

What are the largest challenges in communications with stakeholders?
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recommendations for improving the legitimacy and effectiveness of governance and certification systems to benefit sustainable bioenergy deployment locally and globally. By interviewing personnel with operational experiences among wood pellet producers this study investigates how environmental sustainability of bioenergy supply chains in the Southeast U.S. wood pellet industry is documented and measured. Through these interviews we are seeking to understand:
 
What is driving companies’ engagement with sustainability initiatives?
Which sustainability initiatives are most common for demonstrating compliance with sustainability criteria?
Where are the largest challenges to documentation of compliance with sustainability criteria, and where is the largest potential for improving the documentation? 
Where are the largest challenges to tracking documentation, and where is the largest potential for improving the tracking?
What are the largest challenges to managing communication about sustainability with stakeholders?



This work aims at increasing the understanding of and classifying both existing and proposed systems to govern the sustainability of different bioenergy and biomaterial feedstock supply chains, and furthermore identifying ways to inform and improve the input and output legitimacy of these systems. The main focus is on mapping and classifying the policy complexes governing sustainable feedstock production systems (e.g. mix of policies, regulations, BMPs, certification, etc.) and clarifying the types of evidence that are being collected and reported to demonstrate compliance, and document effectiveness and efficiency of the governance in different conditions. The work will include several case studies distributed to three categories: forest biomass-based supply chains, agricultural plant-biomass based supply chains, and biogas supply chains. The conceptual basis for this work will be described in a paper (draft currently in revision); and a final, synthesis paper will compare, contrast and integrate key lessons learned based on analysis of the case studies across all supply chains and geographical regions. 
 
The case studies will be based on the following analytical framework, which will be adapted as needed to the different cases. The main focus is, as mentioned, on policy analysis (bullet 3) and documenting compliance and effectiveness on the ground (bullet 5):
 
Basic description of the supply chain and its context.
Critical sustainability issues addressed by governance complex, including both sustainability benefits and challenges.
Policy analysis with classification of approaches, policies and governance initiatives addressing the sustainability issues identified in (2). 
Estimation of administrative and economic burdens due to additional sustainability governance associated with production of bioenergy and biomaterials.
Analysis of available documentation for demonstrating effectiveness with regard to compliance and performance and progress on the ground.
Discussion of the relationship between policy approach, enforcement system, administrative and economic burdens, and effectiveness with regard to compliance and performance and progress on-the-ground. 
Summary of lessons learned and discussion on opportunities for increasing legitimacy of sustainability governance applying to bioenergy and biomaterial feedstock supply chains.
 



METHODS

e Structured interviews

-~ Recorded and transcribed. 28 questions plus sub-questions. Schematic of supply
chains. Feedstock definitions.

11 individuals from 6 companies (sustainability managers & procurement staff)

16 mills total (2 aggregated) representing +6 million MT/yr production capacity
(>50% of total export capacity of U.S.).

e Analysis
-~ Content analysis of transcripts.
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Task 1: Interview protocol design
 
Work with IEA project team leads Tat Smith and Inge Stupak to develop an interview protocol that will be used to interview appropriate representatives from pellet producers charged with implementing feedstock procurement procedures and documenting conformance with sustainability governance. 
 
The purpose of the protocol will be to elicit qualitative descriptions of procurement procedures and related sustainability initiatives of pellet producers. These data will be used to establish a baseline assessment of the alignment of existing feedstock sourcing governance frameworks being used by the wood pellet industry in the southeast U.S. to European sustainability policies. 
 
The interview protocol will be used to elicit the following types of information from each respondent:
Structure of the feedstock supply chain and alignment with descriptions of the wood pellet supply chain features (e.g. feedstock type, origin, and chain-of-custody) articulated in other recent research (i.e. COWI, 2016). 
Explanation of governance complex (e.g. policies, regulations, company CSR, certification, etc.) and procedures used to document effectiveness of practice and compliance with sustainability standards. This is to include the track-record of use and an articulation of the type of evidence used to measure performance and progress towards the objectives of the systems being used.
Information on the administrative requirements (time and cost) involved with governance complex and procedures for feedstock sourcing that are being used.
 
Task 2: Interviews
 
Interviews will be conducted with: (a) sustainability officers and management, and/or (b) procurement staff with industrial wood pellet producers in the Southeast U.S. Interviews will be recorded and will take approximately 30 – 60 minutes each. Up to 32 total interviews will be completed. 
 
Task 3: Data coding and tabular and narrative summary
 
The Pinchot Institute will assist the IEA project leads by coding interview data and by preparing a tabular and narrative summary, which also a) assess the quality of evidence being used within feedstock sourcing systems and the ability to address specific criteria and indicators contained within the applied sustainability approaches or governance initiatives, based on the collected evidence, and b) discuss how legitimacy of the applied sustainability governance can be improved.
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NEED TO MENTION HOW MANY FOLLOW EACH OF THESE MODELS.

Amory. 

Wood dealer contracts establish flow of information on COC to establish flow of information on fiber linked to HCV evaluation.

"Information on tract-level is only collected for the primary material." Their district of origin process (FSC controlled wood and PEFC controlled sources). 
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SUSTAINABILITY GOVERNANCE
e Percentage from certified lands: 15% SFI-1 industrial landowner primary fiber; 5% of
sawmill residues FSC; 30 - 35% sawmill residues SFI.
e Systems used: FSC Controlled Wood & COC; PEFC Controlled Sources; going through
SBP certification

VERIFYING COMPLIANCE
e Long-term volume-based contracts with wood dealers are a key part of risk
mitigation as these are linked to risk assessments, analysis of district of origin of
secondary residuals, and a track & trace program for primary fiber.
e Quota system on suppliers may influence certified content.
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Amite. Interviewee not sure of mix of wood dealers to landowners. Referred me to procurement staff. 

When you make this decision we constrained ourselves to one truck dump and a crane for roundwood. That investment decisions means you are limited to what kind of material you can take. Our initial configuration was this 80:20 split. The reason being  that pulpwood is known to have less variability as opposed to in-woods chips which can have quite a wide variety of physical characteristics.  

We are looking to use more residual material (mill residuals and harvest residuals) so we are investing in more truck dumps. This will be a process over the next couple of years. Cost is a factor, cost of purchase and cost of making the pellets. It is important to us that we improve our GHG characteristics and these feedstocks allow a better performance which is an important internal metric. 



CASE 2

SUSTAINABILITY GOVERNANCE

e Percentage from certified lands: 40 — 50% SFI; 5% ATFS

e Systems used: SBP; FSC Controlled Wood & COC; PEFC Controlled Sources & COC;
SFI COC; SFI Fiber Sourcing.

e Customer requires COC certification and SBP and procurement staff integrate this
into short-term contracts with wood dealers.

e MOU with local stakeholders regarding sourcing from sensitive areas and type
conversion.

e Partnership to encourage ATFS certification with non-industrial private forest
owners.
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Amite. When we started we had a 3 – 4 year contract with them. That was the majority of our supply in the early years, as we progress that portion is getting less. We have other suppliers in the area and we have made commitments to them 1 – 2 years for a certain amount of timber. We need to know about their forests before we set up any contact.  There is no gatewood. We know about every landowner with whom we deal. These are longer-term relationships. 

We are looking to use more residual material (mill residuals and harvest residuals) so we are investing in more truck dumps. This will be a process over the next couple of years. Cost is a factor, cost of purchase and cost of making the pellets. It is important to us that we improve our GHG characteristics and these feedstocks allow a better performance which is an important internal metric. 



CASE 2

VERIFYING COMPLIANCE

SBP, FSC CW, PEFC CS risk assessments/due diligence completed with help from a
consultant.

Data used: FSC draft national risk assessment; NatureServe to identify known
occurrence of T&E species; spatial data to ID rare ecological communities. For
primary fiber they cross check every tract against these data.

Use state logger training. Redrafted training program with SFI state
implementation committee.

Use general SFl outreach material and targeted outreach material regarding ATFS
certification.

Participate in state level BMP monitoring via SFl state implementation
committee and inspect ~10% of primary harvest.
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Amite. When we started we had a 3 – 4 year contract with them. That was the majority of our supply in the early years, as we progress that portion is getting less. We have other suppliers in the area and we have made commitments to them 1 – 2 years for a certain amount of timber. We need to know about their forests before we set up any contact.  There is no gatewood. We know about every landowner with whom we deal. These are longer-term relationships. 

We are looking to use more residual material (mill residuals and harvest residuals) so we are investing in more truck dumps. This will be a process over the next couple of years. Cost is a factor, cost of purchase and cost of making the pellets. It is important to us that we improve our GHG characteristics and these feedstocks allow a better performance which is an important internal metric. 
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Appling. They buy bark to run the dryer. 

Because their supply chain was identified as being of higher risk relative to the other cases they have invested in more FTEs to deal with this 


CASE 3

SUSTAINABILITY GOVERNANCE

* Percentage from certified lands: 12% SFI “certified content.”
e Systems used: SBP; FSC controlled wood & COC; PEFC controlled sources & COC; GGL.
e Customer requires: GGL, SBP.

e Procurement staff establish short-term contracts with wood dealers that specifies
requirements for BMPs and only PEFC Controlled Sources and FSC Controlled Wood
(i.e. “SBP compliant feedstocks.”
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Appling. 

Most of the sawmills that we work with don't have any type of certification like SFI or FSC. Really FSC is not that popular in our area, so if they had anything they would probably have SFI. But most of the time it's just not that important to a sawmill to have that type of certification. Now if you're a pulp mill, they have more international customers and they seem like they're driven to have FSC or SFI certification. But sawmills, not so much.


CASE 3

VERIFYING COMPLIANCE

 SBP and FSC Controlled Wood risk assessments completed by a consultant using
numerous external datasets to determine risks to biodiversity and conversion.

e 5 unspecified risks identified through FSC Controlled wood in the 6 states
sourcing area. SBP SVP has been undertaken.

e Risk mitigation through: supplier contracts specify only PEFC Controlled Sources
and FSC Controlled Wood; logger training and BMP compliance included in
contracts; annual internal audits on supplier district of origin on primary,
secondary, and tertiary feedstocks—> at least 10 of ~70 suppliers annually.


Presenter
Presentation Notes
Appling. 

Most of the sawmills that we work with don't have any type of certification like SFI or FSC. Really FSC is not that popular in our area, so if they had anything they would probably have SFI. But most of the time it's just not that important to a sawmill to have that type of certification. Now if you're a pulp mill, they have more international customers and they seem like they're driven to have FSC or SFI certification. But sawmills, not so much.
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Cottondale. 120 kilometers primary fiber; mill residuals 120 kilometers.

Only knows about origin of primary fiber. 

This allows for evaluating HCV risks. They use a quota system in their contracts.



CASE 4

SUSTAINABILITY GOVERNANCE
e Percentage from certified lands: 7% SFI; 2% ATFS.
e Systems used: FSC Controlled Wood & COC; PEFC Controlled Sources; going through
SBP certification; ATFS group certification.
e |nterplay between sustainability staff and procurement foresters to implement track
& trace system for primary fiber and district of origin for secondary residuals.
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Cottondale.

Most of the sawmills that we work with don't have any type of certification like SFI or FSC. Really FSC is not that popular in our area, so if they had anything they would probably have SFI. But most of the time it's just not that important to a sawmill to have that type of certification. Now if you're a pulp mill, they have more international customers and they seem like they're driven to have FSC or SFI certification. But sawmills, not so much.
Only knows about origin of primary fiber. 

This allows for evaluating HCV risks. They use a quota system in their contracts.

In the middle of an HCV area in FSC’s draft national risk assessment. 



CASE 4

VERIFYING COMPLIANCE
* Long-term volume-based contracts with wood dealers are a key part of risk
mitigation as these are linked to risk assessments and analysis of district of origin
for secondary residuals and track & trace with primary fiber, both of which are the
central elements of COC.
 Quota system on suppliers may influence certified content.
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Cottondale.

Most of the sawmills that we work with don't have any type of certification like SFI or FSC. Really FSC is not that popular in our area, so if they had anything they would probably have SFI. But most of the time it's just not that important to a sawmill to have that type of certification. Now if you're a pulp mill, they have more international customers and they seem like they're driven to have FSC or SFI certification. But sawmills, not so much.
Only knows about origin of primary fiber. 

This allows for evaluating HCV risks. They use a quota system in their contracts.

In the middle of an HCV area in FSC’s draft national risk assessment. 
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GA Biomass

Sources from three states: GA, AL, FL


CASE 5

SUSTAINABILITY GOVERNANCE
e Percentage from certified lands: 21% SFI; 7% ATFS.
e Systems used: FSC Controlled Wood & COC; PEFC Controlled Sources; SBP;
SFI Fiber Sourcing.
* Interplay between sustainability staff and procurement foresters to
implement track & trace system for primary fiber and district of origin for
secondary residuals.
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GA Biomass


CASE 5

VERIFYING COMPLIANCE
e Information packets (60 annually), logger training, and BMP compliance
monitoring (state-level and 20% of landowners supplying roundwood). Risk of
conversion is monitored too.
e Inspect 100% of secondary feedstock suppliers to verify their sourcing area is
covered by the risk assessment.
e Risk assessments written by a consultant using external datasets (e.g.

NatureServe).
e Contracts with wood dealers specifies how to address conversion and high

conservation values.
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GA Biomass
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CASE 6

SUSTAINABILITY GOVERNANCE
* Percentage from certified lands: 12% SFI.
e Systems used: FSC Controlled Wood & COC; PEFC Controlled Sources; SBP; SFI Fiber
Sourcing, GGL
 Customer requires: SBP, GGL
* Interplay between sustainability staff and procurement foresters to implement track
& trace system for primary fiber and district of origin for secondary residuals.
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Hazlehurst

Because their supply chain was identified as being of higher risk relative to the other cases they have invested in more FTEs to deal with this 


CASE 6

VERIFYING COMPLIANCE

SBP and FSC Controlled Wood risk assessments completed by a consultant.
Numerous external datasets used to assess risk to biodiversity. USDA FIA data used
to assess risk of conversion.

5 unspecified risks identified through FSC Controlled wood in the 6 states sourcing
area. SBP SVP has been undertaken.

Annual audits of district of origin of primary, secondary, and the tertiary feedstocks.
Contracts with sawmills specify: adherence to BMPs, use of trained loggers, only
PEFC Controlled Sources and FSC Controlled Wood.
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Hazlehurst

Because their supply chain was identified as being of higher risk relative to the other cases they have invested in more FTEs to deal with this 
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Highland.

Pulpwood = 20% is top wood from sawtimber and 80% is tree-length roundwood from first thinnings




CASE 7

SUSTAINABILITY GOVERNANCE
e Percent from certified lands: 100% SFI
e Systems used: FSC Controlled Wood & COC; PEFC Controlled Sources & COC; SBP (applied); SFI Fiber
Sourcing
* Customer requires: SBP

VERIFYING COMPLIANCE
e SBP and FSC Controlled Wood risk assessments completed by a consultant using numerous external
datasets to focus on the potential sourcing of residuals from sawmills.
e Contracts with sawmills specify: adherence to BMPs, use of trained loggers, only PEFC Controlled
Sources and FSC Controlled Wood.
e Standard landowner outreach, logger training, and other elements of SFl Fiber Sourcing.
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Highland

Typically we might buy directly from a wood dealer who bought it from a landowner who contracted with a logger to harvest it. That distinction needs to be made. 



CASE 8

e Sourcing from 2 states

Forest owners Loggers Wholesales Saw or paper Secondary or tertiary wood Feedstock type Wood pellet
(forest type, owner mill (primary manufactures producer
" | e 60% pulpwood; 40% in-woods chips
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CASE 8

SUSTAINABILITY GOVERNANCE
e Percent from certified lands: 3% SFI; 1% ATFS
e Systems used: FSC Controlled Wood & COC; PEFC Controlled Sources; SBP; ATFS group certification.
* Customer requires: SBP
* Interplay between sustainability staff and procurement foresters to implement track & trace system
for primary fiber and district of origin for secondary residuals.

VERIFYING COMPLIANCE
* Long-term volume-based contracts with wood dealers are a key part of risk mitigation as these are
linked to risk assessments and analysis of district of origin for secondary residuals and track & trace
with primary fiber, both of which are the central elements of COC.
* Quota system on suppliers may influence certified content.
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Sampson

These contracts do not establish what types of properties and harvest tracts to source from but the contracts do establish the relationship and the flow of information to identify where wood is coming from. 

This allows for evaluating HCV risks. They use a quota system in their contracts.
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Westervelt

Identified one additional pathway, for residue bark from sawmills that shift from sawmills to pellet mills for furnace fuel. The very first line harvest residuals that run from logger to primary residues. Logger to wood dealer to primary residue in places where chain of custory is IDed. Logger to sawmill secondary residue to pellets. Inserted new one. Secondary residues to pellets. 



CASE 9

SUSTAINABILITY GOVERNANCE
* SFI/FSC certified land + sawmill + pellet mill.
e Systems used: FSC FM; SFI FM; FSC Controlled Wood & COC; PEFC Controlled Sources & COC; SBP
* Customer requires: SBP
e Utilize a track & trace system on lands not from the company and assess risks to HCVs.

VERIFYING COMPLIANCE
e Audit a minimum of 10% of non-company lands where harvests occur.
e Contracts require FSC Controlled Wood.
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Westervelt

It would be much easier if some of these wood dealers or brokers would have chain of custody certification. If they take ownership of the wood then they have no chain of custody no involvement then that is a problem. If they are just moving wood from landowner to Westerveldt


PRELIMINARY CONCLUSIONS

1. What is driving engagement with sustainability initiatives?

Local, state, federal, and international policies all “govern” these supply chains.
These policies influence sourcing strategies and corporate structure (e.g. track &
trace, application of risk assessments, some commonality in risk mitigation tactics).
Some feel they are going above and beyond requirements (e.g. stakeholder
agreements).

External pressure is playing a role in sustainability initiatives.

Corporate culture and professionalism.
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Overarching themes and patterns emerging. 

What is driving engagement with sustainability initiatives?


Which sustainability initiatives are most common for demonstrating compliance with sustainability criteria?


Where are the largest challenges to documentation of compliance with sustainability criteria, and where is the largest potential for improvement? 


Where are the largest challenges to tracking documentation, and where is the largest potential for improvement?


What are the largest challenges in communications with stakeholders?


Include any conclusions on GHGs.


PRELIMINARY CONCLUSIONS

2. Which sustainability initiatives are most common for demonstrating
compliance with sustainability criteria?

Requirements vary by customer (and country) most common programs: SBP, FSC CW & COC,
PEFC CS & COC, GGL a requirement in a couple cases.

Hiring consultants to complete risk assessments.

Supplier contracts vary in length but typically contain requirements for BMP compliance,
auditing, FSC CW & COC and PEFC CS & COC.

Auditing district of origin with residual suppliers.
Track & trace with primary feedstock linked to risk assessments and inspections.
ATFS group certification in 7 cases.

Volumes sourced from certified forest management is limited but significant in a few cases.
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Overarching themes and patterns emerging. 

What is driving engagement with sustainability initiatives?


Which sustainability initiatives are most common for demonstrating compliance with sustainability criteria?


Where are the largest challenges to documentation of compliance with sustainability criteria, and where is the largest potential for improvement? 


Where are the largest challenges to tracking documentation, and where is the largest potential for improvement?


What are the largest challenges in communications with stakeholders?


Include any conclusions on GHGs.


PRELIMINARY CONCLUSIONS

Where are the largest challenges to documentation of compliance with
sustainability criteria, and where is the largest potential for improvement?

 Wood dealers and mill residuals.
- Demanding a higher degree of due diligence for a lower value product.
- Significant time required to ensure data quality and educate them about
importance.

e Nature of NIPF owners.

e Some pellet mills are moving toward sourcing more residuals to improve GHG
performance and production, but this presents challenges for COC.

e Respondents overwhelmingly claim that pulpwood is a harvest residual.
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Overarching themes and patterns emerging. 

What is driving engagement with sustainability initiatives?


Which sustainability initiatives are most common for demonstrating compliance with sustainability criteria?
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PRELIMINARY CONCLUSIONS

4. Where are the largest challenges to tracking documentation, and
where is the largest potential for improvement?

 There is a need for increased acceptance and active participation by residual suppliers.

e As sourcing strategies vary, methods to constrain risk also vary. In some instances practices to

control risks are more extensive than in other segments of the U.S. southeast wood products
industry.

e Divergent opinions on mapping risk.
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PRELIMINARY CONCLUSIONS

5. What are the largest challenges in communications with stakeholders?

e “The forest industry is complicated and our place within it is poorly understood.”

e Industry recognizes it lacks expertise in communication and doesn’t know what to do.
 Some express that campaigners and the press are not looking for good news.

 Some in industry are perpetually “setting the record straight” which is resource intensive.
 Heavy reliance on trade associations which are less credible to some.

e Some are investing in transparency and commit themselves to open processes.

e Duplicative and/or poorly implemented public consultation processes.
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NEXT PHASE

Review audits.

Site visits. Meet with procurement staff &
sustainability managers about sourcing, risk
mitigation measures, time requirements, etc.

Supply chain categorization and analysis of
governance complex.
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Presentation Notes
The project team will select up to 10 pellet mills to visit, a sample of +60% of existing industrial export pellet mills in the Southeast U.S. (see below for preliminary sites selected). Site visits will be used to confirm and clarify information obtained in the online interviews, including building an expanded understanding of the range of feedstock procurement systems being used, the produces for collecting documentation for showing compliance with legal, certification and other sustainability requirements, and the types of evidence that is being collected. 
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