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July 10, 2009

Comments Submitted for the Record

U.S. Senate Committee on Finance

Prohibition on Alternative Fuel Credit and Alternative Fuel Mixture Credit for Black Liquor

The Forest Landowners Association asks that the Alternative Fuel Credit and Alternative Fuel Mixture Credit for black liquor, renewable energy produced by the U.S. Paper Products industry, be extended until a later date when repeal is more economically viable.
The Forest Landowners Association (FLA) is a national, non-profit organization of private forest landowners, forestland investment companies, forestry consultants, state foresters, forest extension agents, forest products professionals, and forestry industry professionals who own and operate more than 37 million acres of timberland in 48 states. These members, along with millions of American nonindustrial private forest landowners, rely heavily on wood markets created by the American paper products industry. 
The current Senate Finance Committee staff draft proposal to renew the expiring alternative duel mixture tax credit eliminates fuel derived from the processing of paper or pulp, including lignin, wood residues, or spent pulping liquor, from alternative fuel mixture tax credit eligibility at an earlier date, to be determined by enactment. This action will most likely cause numerous paper mills to permanently halt production. This event could cause millions of private forestland acres to convert out of forestland.

Owning and responsibly managing forestland requires revenue. Many traditional forest product markets are shrinking and landowners continue to rely on paper mills, many of which are able to remain in business primarily because of the current alternative energy production tax credits. FLA believes that because of the current economic recession and the continuing decline in the forest product markets, the prohibition of alternative fuel and fuel mixture credits for black liquor could set off a chain reaction, leading to the loss of significant acres of America’s private forestland.
FLA opposes early repeal of the forest product industry’s renewable energy from the alternative fuel mixture tax credit. Traditional markets for American wood have been on the decline in recent years and with the current economic recession, forest landowners cannot handle additional market decline.

For more information please contact:

Brendan Davis

Manager, Government Affairs

Forest Landowners Association

(800) 325-2954

bdavis@forestlandowners.com
Please consider the following regarding the U.S. Paper Products Industry

FLA opposes the effort to eliminate our industry’s renewable energy from eligibility for the credit prior to December 31, 2009. Revoking the forest products industry’s eligibility for the alternative fuel mixture tax credit before it expires, in spite of the industry’s compliance with IRS regulations and interpretations could have serious consequences for our companies and our nearly one million employees at a time of unprecedented economic challenges. Such an effort also fails to recognize that the forest products industry is a leader in the efficient production of renewable, carbon-neutral energy.

• We urge policymakers to fully recognize how potential changes to current law could affect the industry, its employees, and this country’s renewable energy supply.

• The U.S. forest products industry increasingly finds itself competing for wood fiber on an unlevel playing field due to government mandates and incentives for new uses of wood fiber. The industry believes that markets, and not government programs, should determine the use of wood for renewable energy, but when government mandates and incentives exist; they must treat existing renewable energy generation equally with new renewable energy suppliers. To do otherwise creates market distorting effects that potentially risk the competitiveness of the nation’s largest producer of renewable energy.

• The alternative fuel mixture credit is designed to encourage the use of alternative fuels to generate energy for use in a business and rightly applies equally to new and existing facilities.

• The staff discussion draft violates the principle of technology neutrality by picking winners and losers among industries that use liquid biomass fuel in similar processes to generate energy for business use.

