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Request: 
What evidence is there to support the contention that imposition of an SN CRAC will make the products uncompetitive?

Response:  
The Georgia Pacific pulp and paper mill, located in Toledo, Oregon, is involved in the manufacturing of containerboard.  The US containerboard mills produced at a rate of only 87% of capacity in 2001, which was the weakest box market in 25 years.  Since 1998, 2.38 million tons of containerboard capacity per year has been idle. (Pulp and Paper Week January 7, 2002 Vol. 24 No.1 and 2).  Given the national economy, performance in 2002 – 2003 continues to decline.  When the price differential between the west coast and east coast declines, orders move more to the Southeast, which is closer to retail markets.  This is evidenced by the closure of a mill in Bellingham, Washington.


With regard to the Georgia Pacific facility, prior to an SN CRAC, the cost of power went from $26.53 MWh in 1999 to $37.03 MWh projected in 2003.  This differential of approximately 40%, applied to a 575,753 MWh base, means that electricity costs are more than $6 million higher, and as a consequence the 834,328 paper tons produced cost an additional $7.25 per ton.


An SN CRAC of 30%, with an overall rate increase impact of 15%, would add an additional $700,000 to the cost of production.  Representatives from the Georgia Pacific Toledo plant, and from the pulp and paper workers’ union, took the time to travel to the one SN CRAC non rate case participants’ public hearing BPA held in April, and testified that the plant would be faced with the prospect of closing given the BPA SN CRAC proposal.  Pat Kearney of Georgia Pacific testified during the BPA Financial Choices public meeting of August 15, 2002 that the Toledo plant had 43 fewer employees than a year ago and is “trying to stay out of the death spiral” (BPA meeting minutes.)
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