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WI Assembly’s Special Committee on Clean Energy jobs, AB 649:
Co-Chairmen Black and Soletski, members of the Assembly committee, thank you for the opportunity to be here with you and to share with you how Assembly bill 649 will affect my company.

I am Tom Scharff, Director of Energy Services for NewPage Corp, my office is located in Wisconsin Rapids. I was a member of the Governors Task Force and one of three that voted “no” to the recommendations and the primary reason was due to a lack of a cost benefit analysis. We are opposed to AB 649 as now written. 

Let me start by describing my company, NewPage Corporation: 

NewPage Corporation is the largest coated paper manufacturer in North America based on production capacity. The company’s product portfolio is the broadest in North America and includes coated freesheet, coated groundwood, supercalendered, newsprint and specialty papers. These papers are used for corporate collateral, commercial printing, magazines, catalogs, books, coupons, inserts, newspapers, packaging applications and direct mail advertising.

 

NewPage owns 12 paper mills in 6 different states and one located in Nova Scotia, Canada. But only 10 of the 12 mills are currently operating. We have 6 mills located in Wisconsin, but only 4 are still operating.

We were forced to shutdown our Niagara WI mill in July 2008 and our Kimberly WI mill in September 2008.

In 2000 when we were Consolidated Papers, we had 4,315 Wisconsin based employees; TODAY in Wisconsin we have 2,300! That is a loss of over 2,000 high paying manufacturing jobs in Wisconsin!
While I still consider it an honor to have been asked and to have served on the task force, it was quite frustrating for me that little concern was placed on what the cost impact of the recommendations would be. 

I hear people advocating that we will have all these “green jobs”, well frankly it is more expensive to try and create a new job than it is to retain a job and I would much rather have kept the 2,000 high paying paper company jobs than lose them for the possibility of green job creation!

We were a founding member of the Chicago Climate Exchange, thus we have been voluntarily tracking and reporting our CO2 reductions since 2003 with our total actual reductions to date exceeding 700,000 metric tons of CO2.

We have a very aggressive and focused energy efficiency program and have achieved a 16% reduction in overall energy consumed per ton of paper sold. We continue to attack our energy consumption, because it reduces our costs, and keeps us competitive!

My point with this is we have been and continue to be good environmental stewards, we know our GHG footprint; we understand energy efficiency and our results show it. We were reducing our GHG footprint and energy consumption before it became the popular thing to do.

We get it and I believe that is why I was asked to serve on the Governors Task force for Climate Change. 

Energy is one of our top three highest costs of manufacturing paper, with fiber (Pulpwood) being #1 and labor #2.

We know what the cost to make a ton of paper is at each of our mill sites and from each paper machine. When we have to remove production capacity due to market conditions, we shutdown the most expensive machines first, when we removed over a million tons of paper capacity from the market in 2008 we shutdown the Niagara and Kimberly mills, both Wisconsin mills. There is a message there, that our costs in Wisconsin are already higher than the other states…..
My company consumes about $400 million dollars of energy annually, within our energy portfolio 50% of our boiler fuels is biomass/renewable and 16% of our electricity is renewable. 

Our current Central Wisconsin mills monthly electric bill exceeds $6 million dollars! How would you like to get that whopper of a bill in the mail each month!

In 2000 the average cost of electricity to our mills was approximately 3.4 cents/kwh. 

In 2009 the average was 5.8 cents per kwh for an increase of 70%! 
With this background let me explain our concerns with this proposed legislation:

Boiler efficiency and mandatory inspections are problematic for us, we have a total of 16 operating boilers, if I add in Niagara and Kimberly’s we have 25. Mandatory boiler inspections could significantly increase our costs or cause us to shutdown facilities. Additionally, required inspections could trigger the need to install expensive pollution controls under the Prevention of Significant Deterioration program. This program requires the installation of Best Available Control Technology when certain actions are taken, like boiler modifications. Our environmental folks have estimated this could cost us $10-20 million PER boiler! With 16 operating boilers in our Wisconsin mills, you can do the math. If this is passed, we may be forced to consider moving production to one of the other 5 states where we have facilities since they would not have this onerous requirement. Let me add, as a member of the task force I do not recall this EVER being discussed at the task force meetings, I believe this goes beyond the original intent of the task force!

Public Benefit fee increase:

The bill is proposing to increase public benefit fees from a current 1.2% average to 3-4%. There currently is a cap on this which we support and feel needs to continue, however, if for some reason we are held to a 4% level of funding, this would increase our cost for Wisconsin operations only an additional $3 Million dollars a year! We would once again have to look at moving orders away from WI operations to another state where this added cost does not hit us.

Lastly, the Renewable Portfolio Standard (RPS):

Why would we increase our states RPS to 25%? My understanding is that the utilities are currently at about 5%, with a requirement to get to 10% by 2015… 

We have already experienced a 70% increase in electricity costs and the state is not even at the 10% target yet…. How much of an increase in electricity costs will I see if the utilities are required to get to 25%? 
I can’t answer that because I don’t know. Why?  because a cost/benefit analysis was never conducted on this recommendation by the task force. 

However, economists at the Boston based Beacon Hill Institute have and the number they have provided says for Wisconsin to get to a 25% RPS level, electric customers would see an increase in rates of $16.2 Billion, even our own PSC data says $15 Billion. Once again, if Wisconsin imposes additional costs that other States do not, we would be forced to move paper orders away from Wisconsin to one of the other 5 states or to Canada where we operate! This would be at the expenses of jobs and possibly additional mills being shutdown.
NewPage consumes about 3% of all energy in the state so to do a high level estimate of what impact this could have on NewPage Wisconsin operations, when asked, I would have to tell my company’s senior leadership that a 25% RPS could potentially cost us 3% of $15 or $16 Billion dollars.

These are tough economic times and the paper industry is struggling against increased costs, a tough market and foreign competition. Why would Wisconsin, the number one papermaking state in the country add these additional costs to their core industry? We have already lost thousands of jobs; personally I have a very hard time seeing how this can be called a jobs bill!

Co-Chairmen Black and Soletski, and the committee members, thank you for your time and the opportunity to share with you how this legislation would impact our company.
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