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	From the Executive Director:  EPA Proposal Could Hinder Expansion of Sawmills
In recent months, the Hardwood Federation has advocated against EPA’s proposal to reduce concentrations of fine particulate matter (PM 2.5) to levels found naturally in the environment, a move that would hinder the growth and day-to-day operations of sawmills located in areas deemed by EPA to be on the cusp of “non-attainment” of the current standard.   In late March, the Federation submitted comments to EPA advocating against the proposal.  The Federation’s petition cites a study by American Forest & Paper Association (AF&PA) and American Wood Council (AWC), underscoring the fact that many forest products facilities are located in areas where background PM 2.5 concentrations approach the current regulatory limit of 12 micrograms per cubic meter. Because of the narrow gap between naturally occurring levels of PM 2.5 and the limits proposed by EPA, industry evaluated the potential impacts of a lower PM 2.5 standard on the forest products sector.  The study shows that the difference between background levels of PM 2.5 and the levels imposed by a stricter standard would become narrower and make air quality modeling analysis even more difficult.  This narrowed gap, described by industry as a “lack of headroom,” would “increase the burden on facilities that would like to expand operations” largely because they would have to conduct tests and analysis to assure regulators that the operational changes would not alter the attainment status of their area of operation.
Echoing themes outlined in the industry comments, on September 7, the Federation joined the U.S. Chamber of Commerce and 32 other industry groups in a letter to EPA chief Michael Regan urging the Administration to retain the current standard.  The trade groups point out that while the current standard continues to be implemented, fires and unpaved roads have surpassed industrial sources, such as sawmills and power plants, as major drivers of air pollution.  Industry states that the economy, already in a fragile state, should not assume the burden of compliance costs, especially for a rulemaking that’s discretionary, as opposed to statutory or court driven, on the part of the Administration. In a nutshell, the business community is concerned that EPA’s action would hinder the ability of manufacturers to expand operations or otherwise conduct commercial activity in areas the agency designates as being in non-attainment of a stricter standard.     
In the wake of industry advocacy directed at EPA, on September 19, AF&PA and AWC, representing the forest products industry, testified before a House Energy & Commerce panel, outlining reasons why EPA should use its discretionary authority to reject a more stringent standard. During the September 19 hearing, industry also pointed out that moving forward with an unnecessary, new standard would further complicate the “permitting gridlock” currently plaguing the agency and impose more red tape on paper mills operating in or near counties currently in non-compliance with current rules.  The congressional testimony is consistent with messages expressed in a letter to EPA from the Hardwood Federation and 33 allied groups, warning federal regulators that stricter air quality regulations would threaten nearly one million jobs nationwide.  
Fortunately, federal lawmakers are getting the message.  In June, Senate Environment and Public Works (EPW) Committee Chairman Shelley Moore Capito (R-WV) introduced the National Ambient Air Quality Standards Act (S. 2125) that seeks to address some of the underlying issues that have led to the current PM 2.5 challenge. Under the Clean Air Act, EPA is required to review air quality standards every five years for six so-called “criteria” pollutants—of which particulate matter is one. This has resulted in a situation where standards are set and are almost immediately under EPA review again, creating uncertainty for the regulated community. Capito’s bill would change the mandatory review period from five to ten years and authorize EPA to consider technological feasibility when reviewing air quality standards. Currently her bill is pending in the Senate EPW Committee and has eight Republican cosponsors.  The Federation will continue to monitor, comment, and advocate on behalf of the industry on these and other issues impacting the U.S. hardwood sector.


Issues: 
Senate Steps in to Push Temporary Funding Measure, Shut Down Looms
The Hardwood Federation team has attended several events for Members of Congress during the past two weeks where the prospects of a looming federal government shutdown have become a key topic of discussion. With two days remaining to hammer out a deal to avoid a partial shutdown, the Senate has stepped in to initiate a Continuing Resolution (CR) that would fund federal operations through November 17. Although a relatively straight-forward measure, the CR does include Ukraine funding that will draw opposition from many House Republicans, complicating a path forward once the measure clears the Senate.  However, under Senate rules, the measure will not ripen for a vote until Sunday, pushing the federal government into shutdown territory.  Meanwhile, on the House side, lawmakers failed to muster sufficient votes on Thursday to pass a Fiscal Year (FY) 2024 funding bill for USDA, which doesn’t bode well for compromise anytime soon.  Recently, the House leadership team, working with members of the Freedom Caucus and Problem Solvers Caucus, have fashioned a month-long CR that would fund the government roughly through October, but a consensus on that plan has not been forged. We will keep you posted on developments as they unfold.
Farm Bill Timing Remains a Moving Target
An early casualty of the budget stalemate that threatens a partial government shutdown is a delay in moving the 2023 farm bill.  House Agriculture Committee Chairman and hardwood champion GT Thompson (R-PA), who previously aimed to have draft text available in early September, is now holding off on sharing text for the farm legislation until leadership commits to a window to move a bill on the House floor. The Senate is similarly positioned, with both chambers hoping to limit challenges to agreed-upon language. That said, Congress remains preoccupied with agreement on a temporary “stopgap” to avoid a shutdown, a measure once considered relatively straightforward but now bogged down by issues such as aid for Ukraine and border security.  The HF team participated in a call with House Agriculture Committee staff on September 11 where it was emphasized that resolving the federal funding issue is a prerequisite for clarifying a new timeline for the farm bill. Stay tuned for developments as events unfold.  
USDA, Senate Ag Committee Leaders Support Exports
While uncertainty rules the day with respect to the controversial FY 2024 budget debate and its impacts on the process and substance of the 2023 farm bill, Senate Agriculture Committee leaders and the Administration are moving forward with a “work around” to firm up farm exports.  USDA has agreed to use Commodity Credit Corporation funds to spend nearly $1.4 billion on a program to help farm groups market their commodities overseas. The market promotion funding would establish a Regional Agricultural Trade Promotion program that would be similar to an effort launched by the Trump administration during the trade war with China.  Funds are separate from funding provided through the Farm Bill.  At this time, it is unclear how these monies will be allocated.  Under ATP, organizations applied for funding for specific projects; administration and staff salaries were not covered, but this may not be the case with the new program.  
USDA’s action follows a request from Senate leaders.  In late August, Senate Agriculture Committee Chairman Stabenow (D-MI) and Ranking Member Boozman (R-AK) sent a letter to USDA Secretary Vilsack urging the Administration to use additional tools in its toolbox, specifically resources from the Commodity Credit Corporation, to “build new markets … for American grown products,” including hardwoods. The bipartisan senators state that they are responding from organizations urging USDA to “strengthen trade opportunities, increase revenue streams, and help producers grow … in a global economy.  The senators’ bipartisan letter and follow-up from the Administration bode well for more resources for the Foreign Market Development and Market Access programs, a top priority for the hardwood industry.
House Lawmakers Introduce White Oak Resilience Act
On September 21, House lawmakers introduced the bipartisan White Oak Resilience Act (H.R. 5582). The legislation intends to establish: 
· A formal USDA White Oak Restoration Initiative Coalition that would prioritize and coordinate white oak projects
· New white oak restoration and regeneration pilot projects coordinated through the U.S. Forest Service and Department of the Interior
· A private-sector white oak restoration fund
· And expanded research of white oak by land-grant universities and the U.S. Forest Service
According to the White Oak Initiative, “American white oak is a foundational tree species, currently occupying more than 104 million acres of public and private forestland across much of the eastern and central United States.” The legislation intends to improve land management practices that will support the sustainability of white oak trees, which forms the foundation of many forest ecosystems while providing jobs for the manufacture of flooring, and barrels that store wine and spirits.  
EPA Prepares Grants for Low Carbon Construction Materials for FY 2024
On September 14, EPA announced that it would be making grants available to parties to develop Environment Product Declarations (EPD’s) for low carbon construction materials, beginning after October 1 of this year.  Grants will be available to parties who have an active account on Sam.gov and are registered on Grants.gov.  EPA’s announcement follows in the wake of comments submitted by the Federation and its allies in the wood products coalition in May arguing that any low-carbon construction materials program should take into account the carbon storage value of wood products.  Within the context of its petition, Industry argued that sustainable forest management and manufacture of wood products form the foundation of an effective climate mitigation strategy.  Pointing out that wood products are the quintessential low-embodied carbon construction material, industry urged EPA to adopt whole building Life Cycle Analysis when assessing low-embodied carbon materials. The Federation will keep you posted on grant availability as soon as the agency formally opens the application process. 
USDA Moves Forward with REAP Grants Amid High Demand
On September 27, USDA announced record demand for programs under the Inflation Reduction Act intended to expand clean energy projects in rural counties.  According to USDA, in Fiscal Year (FY) 2022, USDA received application requests in the amount of $75 million under the Rural Energy for America Program (REAP) “to help agricultural operations and rural small business owners build clean energy systems and make energy efficient improvements.”  In FY 2023, USDA received requests amounting to $900 million to fund projects.  By way of background, on July 14, USDA opened the REPA Technical Assistance Grant Program for applications.  Eligible applicants, which include not-for-profit groups and sole proprietorships, among others, will cover activities that help “agricultural producers or rural small businesses to apply for assistance under REAP for energy efficiency Improvements, or Renewable Energy Systems.”  Over the years, companies deploying biomass heat and power systems have benefited from grants authorized by REAP.  USDA accepted applications for grants, which will range from $100,000 to $500,000, through August 15.  
Biden Administration Issues New WOTUS Rule, Again
For the second time this year, on August 29, the EPA issued a new rule to attempt to clarify the scope of federal Clean Water Act (CWA) jurisdiction through its definition of “Waters of the United States” (WOTUS) and comply with the Supreme Court’s decision in Sackett v. EPA.  Although the action may constitute a substantive victory for industry, the latest development adds to the chaos that ensues for those, including sawmill operators, seeking obtain or renew a CWA Section 404 operating permit.  The high court’s action effectively overturned key elements of the more expansive rule issued in January 2023, remanding the issue to federal agencies for a redo. The new rule, however, although dropping the “significant nexus” test used by federal regulators to expand the scope of water permits, bypassed the public comment process on the grounds that the exercise was confined to legal revisions mandated by the Supreme Court.  Barring substantive amendment of the CWA by Congress, an unlikely event in the current climate, the agencies’ decision to fast-track the latest WOTUS opens the door for more litigation.
Hardwoods, Industry Allies Oppose Corporate Transparency Act Mandates
The Federation is joining dozens of other industry groups urging lawmakers to delay implementation of the Corporate Transparency Act of 2021, which will impose major reporting requirements on small and medium sized businesses beginning in 2024.  In an effort to combat financial crimes, the CTA will, as a general matter, require most existing and new corporate entities in the U.S. to file disclosures with the Department of the Treasury regarding their beneficial owners.  The Federation and its allies oppose the law’s implementation on the grounds of federal overreach and overly burdensome paperwork requirements.  It is worth noting that there is a legal effort afoot to put the brakes on implementing the CTA. In July, the National Small Business Association filed a lawsuit to block implementation. A final rule implementing the BOI reporting requirements was finalized in September 2022. More information may be found here: https://www.fincen.gov/boi.
New Labor Contract Ends Year and a Half Long Stalemate
Despite near misses during the past 18 months, including an intervention from the Administration last fall, dock workers and west coast port operators finally reached an agreement on August 31. After spending more than a year in limbo, workers represented by the International Longshore and Warehouse Union signed a contract with west coast port operators, ending a stalemate that has exacerbated supply chains tied to the import and export of goods, including hardwood products, through the nation’s largest ports.  Since May 2022, when talks first began, many businesses have rerouted their cargo through less convenient ports on the east coast, adding increased shipping costs during an uncertain and inflationary economic environment. The new contract runs through 2028, adding some stability to industry’s supply chain challenges.    
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