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HOTLINE

Postal products drive demand for IP’s North American Papers (NAP), 
North American Containers (NAC) and Bulk Packaging businesses. 

Postal Reform is a hot issue at the White House, U.S. Capitol and the Postal Regulatory Commission 
(PRC).  International Paper is highly engaged on postal policy matters because the results of key 
decisions impact our businesses. More than 20% of all paper flowing through the mail is made by 
International Paper. However, our products go beyond the mail itself. USPS uses IP’s corrugated 
boxes to transport mail to and from their distribution centers. NAC manufactures boxes for leading 
eCommerce customers and for USPS directly. 

Postal Reform Takes Center Stage 

WHITE HOUSE: 

On April 12, the White House announced a 
multi-agency taskforce to reform the U.S. 
Postal Service (USPS) and return it to a viable 
business model. The taskforce is looking 
closely at the postage rate structure for parcel 
packages and First Class mail. The taskforce’s 
report will be released any day and IP 
Government Relations will work with our 
businesses to  evaluate their proposals and 
weigh in on our priorities.  

IP has met with the White House’s Taskforce on 
the U.S. Postal System multiple times, which 
culminated in a meeting led by Greg Gibson, 
Vice President and General Manager of North 
American Papers, as part of an American Forest 
& Paper Association sector meeting. Greg 
detailed how innovation, workforce 
engagement, and customer service are critical 
for USPS as they adapt to a changing 
marketplace. Greg focused on rate 
predictability and affordability to keep mail in 
the system and strong revenues for USPS.
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Congress: 

Congress is also considering postal reform and IP Government Relations and our envelope and 
packaging customers have been active in advancing the bipartisan Postal Service Reform Act in the 
House and Senate. These bills will shore up USPS’ balance sheet and position the agency for the 
future while being mindful of raising postage rates.

Postal Regulatory Commission: 

Swift Congressional action on postal reform is critical because, in lieu of a legislative solution, the 
Postal Regulatory Commission may be forced to send postage rates skyrocketing at the end of 2018. 
 The PRC oversees postage rate matters and contracts at USPS. Without Congressional action to 
improve USPS’ balance sheet, the PRC will implement its proposed rate increase (2% plus CPI 
annually). When looking at historical CPI, this PRC proposal could increase the cost of a First Class 
stamp from $0.50 to $0.65, which would be detrimental to mail and paper volume. This PRC provision 
would not impact parcel rates.

It’s over this time, we think.

Louisiana Update

After six months and four sessions, the 
Louisiana Legislature adjourned on June 24. 
The state’s “billion dollar fiscal cliff” dominated 
the debate and was at the center of the action 
in Baton Rouge. With the new fiscal year 
beginning July 1, Governor John Bel Edwards, 
D-Amite, warned legislators and the public that 
upwards of $1 billion worth of “temporary” 
taxes would expire on June 30th and that 
critical government services would be lost if the 
revenue wasn’t replaced.  

The business and community had concerns 
with Governor Edwards claims because there 
was no accounting for the improvement in the 
economy or what impact the federal tax bill 
would have on the state.

IP has remained engaged with the taskforce to ensure that their recommendations take into 
account the $1.4 trillion U.S. mailing industry and its 7.5 million jobs.

International Paper has 2,100 employees working at 
9 facilities in Louisiana.
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The Governor controls the Revenue Estimating Committee (the entity charged with officially 
forecasting how much money the state’s government has available to spend based on revenue 
forecasts) and hence controlled the accounting of the state’s financing.  His repeated message was the 
state would have to close the state hospitals and nursing homes as well as numerous other state 
services including the TOPS program, which provides dollars to students going to Louisiana colleges 
and universities. Beginning in May, the actual impact of the fiscal cliff became more of a moving target 
as the governor finally revealed the shortfall to be $507 million. 

 Legislators heard from administration officials and state agencies in charge of public health care, 
higher education, public safety, and many others over the importance of passing taxes to avoid 
“drastic” cuts to government services.   

Many believed this number to be too high, but could not stop the development of tax plan – HB 10 - 
that could get the required 70 votes needed for final passage in the House. The tax plan essentially 
increases the state sales tax rate from 4 percent to 4.45 percent with a sunset date of June 30, 2025. 

The current, “temporary” state tax rate of five percent expired on June 30, 2018 and HB 10 became 
effective July 1.  The $500MM in new revenue ended the so called ”Fiscal Cliff,” but the irony is that the  
legislature had offered this much in new taxes in the first Special Session only to be rejected by 
Governor Edwards as he demanded a full replacement of the expiring “temporary” $1B in taxes passed 
two years before. While Governor Edwards pushed for  manufacturers to pay their “fair share”, the tax 
bill that passed retains many of the exemptions and exclusions from the state sales tax that were 
important to IP’s Louisiana operations until the 2025 sunset date.  

Most importantly were the manufacturing machinery and equipment exemption; energy used in the 
manufacturing process and other consumables used to make our products.  Unfortunately, as part of 
the compromise legislation, business utilities will continued to be taxed at 2 percent for state sales tax, 
rather than the entire 4.45 percent, but this is down from the temporary 3 percent that had been 
imposed 2 years ago. 

The good news is that it will be unlikely to pass any new taxes during the next year and a half.  The bad 
news is the next opportunity that changes could be made is in the fiscal session beginning in March of 
2019 so the show never ends.



August 2018

 

! ! !  of !4 6

State Watch – New York Carbon Tax

The concept of placing a tax on carbon as a way to economically 
discourage greenhouse gas (GHG) emissions and to raise money for 
renewable sources of energy has been around for several years. 

The first attempt at implementing this policy 
was undertaken by President Bill Clinton in 
1993.   
Known as the “BTU tax”, the President’s plan 
would have levied a tax on coal, natural gas,  
liquefied petroleum, gasoline, nuclear power, 
hydro-electricity and imported power, with an 
additional surcharge levied on refined 
petroleum products.  A slimmed down 
transportation fuels tax was enacted later that 
year, but the political damage inflicted on 
supporters of the broader carbon tax plan 
caused politicians to shy away from the 
concept for more than a decade. 

As is often the case, state governments have 
taken the initiative in areas the federal 
government has been unwilling or unable to 
act.  Several states, or groups of states, have 
enacted cap and trade systems aimed at 
reducing GHG emissions.  Most notable among 
these is the Regional Greenhouse Gas Initiative 
(RGGI) formed in 2005 by nine states in New 
England and the Mid-Atlantic region.

RGGI is the first mandatory, market-based CO2 
emissions reduction program in the U.S.  More 
states, as far away as the west coast, are 
considering membership in the RGGI protocol.  

While programs like RGGI create the framework 
for reducing carbon emissions, many experts 
believe that a direct tax would be the most 
effective means to impact societal behavior and 
drive more meaningful reductions in GHG 
emissions.  Once again, states are taking the 
lead. 

Officials in New York have released a draft plan 
that places a price on carbon emitted by the 
fossil fuel generators on the electric bulk power 
system.  Under the proposal, a social cost of 
carbon will be determined and imposed by 
state regulators to regional energy prices.  
Fossil fuel generators will then be required to 
account for the cost of their carbon emissions 
in their respective energy bids in the New York 
energy market auction. 
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The state hopes that these higher clearing prices in the energy auction at the wholesale generation 
level when combined with direct additional subsidies via higher electricity prices at the retail level will 
enable the state to attain a 50 percent renewable goal by 2030. These subsides will also be used to 
provide temporary relief for the state’s financially struggling nuclear plants which are currently the 
major source of the state’s clean energy.  

While members of the energy industry indicated an interest in exploring pricing carbon in the 
electricity market, many questions remain.  Is this type of policy best handled at the national level?  
How would higher prices impact the competitiveness of energy intensive sectors like the paper 
industry?  What would stop businesses from relocating out of New York, or out of the RGGI region?  
These are but a few of the questions that remain to be answered.  With that said, the move toward 
carbon taxation seems to be taking hold and is something all energy consumers will likely have to 
address in the near future.  

Of course, we also need to ask ourselves what this issue means for International Paper, and in this 
specific case, the Ticonderoga mill.  For the most part, state and federal regulators have maintained 
the policy doctrine that the biomass energy generated at the company’s integrated mills is carbon 
neutral and thus not subject to current GHG regulations or to potential carbon taxes. However, we 
must all remain vigilant because there are many parties that believe our green energy should be 
more heavily regulated and taxed.  Look for the debate surrounding carbon taxes to increase in scope 
and volume in the future, and look for ways that you can share information about the company’s 
commitment to biomass energy and sound environmental stewardship. 

Our country is more divided than ever, and 
voter turnout plays a huge role in the way 
elections go. Here at International Paper, we 
want everyone to exercise their right to vote, 
regardless of political party or other affiliation. 
It's time for you to step up and use your voice. 

Make sure that you are registered to vote and 
well-versed on the issues and candidates by the 
time you walk into the voting booth by visiting 
ipvotes.com.

Be A Game Changer
This election season is a chance 
for everyone to be a Game 
Changer.

FEATURES

https://ipvotes.com/
https://ipvotes.com/
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 What kind of Game Changer are you? Do you play the long game, like Serena? Demand progress, like 
Abe Lincoln? Do you believe in peace above everything else, like John Lennon? Find out by taking the 
Game Changer quiz at ipvotes.com/gamechanger. 

Industrial Packaging’s Springfield Mill Hosted Governor Kate Brown’s 
Office and State Representatives David Brock Smith and E. Werner 
Reschke

Legislative Facility Visit
FEATURES

Springfield, Ore. – Industrial Packaging’s Springfield Mill lead team hosted two members of Governor 
Kate Brown’s team along with State House Representatives David Brock Smith (R-Port Orford) and E. 
Werner Reschke (R-Klamath Falls).  Members of the Governor’s team included Regional Solutions 
Director Jason Lewis-Berry and Regional Solutions Coordinator Jackie Mikalonis.  Regional 
Government Relations Manager Cynthia León provided an overview of the company and the 
Springfield lead team outlined the Mill process and gave a tour of the facility. The Governor’s team was 
impressed with the Mill’s REACH engineer program and community involvement, and Reps. Brock 
Smith and Werner committed to take our carbon neutrality story back to the Joint Committee on 
Carbon Reduction of which they are members. 

The lead team in attendance included:  Doug Black – Mill Manager, David Maloney – EHS&S Manager, 
Brian Brazil – Environmental Engineer, Kevin McElwee – Fiber Supply Manager, Michelle Winetrout – 
Communications Specialist, David Nelson – REACH Engineer and Corbin Diaz – REACH Engineer.

http://ipvotes.com/gamechanger
http://ipvotes.com/gamechanger

