Surface Transportation Board
Ex Parte 704 (Sub-No. 1)—Review of Commodity, Boxcar, and TOFC/COFC Exemptions

Summary of Ex Parte Meeting held on June 11, 2019 between
the International Paper Company, American Forest and Paper Association
and Chairman Begeman

International Paper Company (“IP”’) and American Forest and Paper Association
(“AF&PA”) Attendees:

e Linda Bramblett, Director-North American Transportation, IP

e Julie Alsup, Manager of Government Affairs, IP

e Jeanne Sebring, Strategy Consulting Resource, and Retired Director of North American
Transportation, IP

e Julie Landry, American Forest & Paper Association 248024
e Karyn Booth, Thompson Hine LLP
. Keer Bilge, Thomsson Hine LLP ) ENTERED )
Office of Proceedings
STB Attendees: June 21, 2019
e Chairman Ann D. Begeman F.’art of
Public Record

e Valerie Quinn, Attorney-Advisor
e Frank O’Connor, Deputy Director, Office of Economics

Meeting Summary:

The meeting began with introductions, and IP thanked the STB Attendees for the opportunity to
meet and discuss the Board’s proposed rule and the issues in this proceeding.

IP explained that its business is highly integrated and it is highly dependent on rail for the
movement of paper products from their mills to converting facilities and box plants. IP stated
that in excess of 60% of all mill production is transported by rail; however in IP’s mainstay
Industrial Packaging business (i.e., “brown paper” business), closer to two-thirds of mill
production moves by rail. IP explained that it does not have any alternative to rail for the
transportation of these products due to their size (e.g., paper rolls can be as large as 110 to 130
inches) and the design of their facilities which are configured mainly for rail shipments. IP
explained that trucks are primarily used for the outbound shipments of finished paper products
from box plants to end-customers.

Chairman Begeman asked IP to explain why the movement between mills and converting
facilities is not 100% rail. IP explained that despite changes in business and O-D mix, rail share
has essentially ranged consistently around 60% over the last 10 years, with brown paper higher at
roughly 2/3. Mode is determined by various factors, including the geographical proximity, time
sensitivity and infrastructure of the shipping and receiving facilities. Chairman Begeman asked
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why the finished paper products are truck dependent. IP explained the final end-customer for
boxes are generally local with distance and quantities better-suited for trucks. With the “cut-
paper” business (i.e., a smaller segment of IP’s overall business), end-customers often cannot
accept the longer transit time and inconsistent service when comparing rail to truck.

IP explained that car supply is essential for rail movements between mills and box plants because
the mills have a 24/7/365 operating schedule (except for planned maintenance outages and
extreme events such as a weather disaster) and the products need to flow to the box plants daily
due to safety limits for warehouse storage at their facilities. IP has 96 box plants that receive
more than 50% of their volume by rail; many of these same box plants have as little as 1 truck
receiving dock. A vast majority of IP’s 137 rail-served box plants are served by a single carrier.
IP also explained that approximately 80% of its rail traffic is captive at the origin or destination
or both.

IP explained that it has significant concerns with rail rates and service. In 2018, a Class-I railroad
who was having major service problems imposed substantial rate increases above 7%. In 2019,
the same railroad is looking to increase its rates again by more than 9%. Negotiations are on-
going, but the railroad thus far has been willing to compromise on only a single lane out of
hundreds of O-D pairs. IP also stated that car supply is another problem, as one Class-I
railroad’s car supply dropped from 95% to 60% during the implementation of PSR. IP also
explained that they are dependent on 50-foot cars due to their rail infrastructure and product
dimensions, and the railroads’ shift to 60-foot cars is creating inefficiencies for their operations.

IP explained that they have tried to resolve some of their issues with a class-1 railroad through
Rail Customer and Public Assistance, however the Class-1 railroad was not receptive to their
concerns.

IP explained that they need the STB oversight and an avenue for recourse against the railroads
for unreasonable rates, practices and service problems. IP stated that revoking the exemption will
be an important motivator for rail carriers and IP to resolve these critical issues when rail carriers
are being unreasonable. IP also explained that there have been significant changes in the
industry since the grant of the exemption as the railroads have undergone significant
consolidations, increasing their market power.

Chairman Begeman asked why IP never brought an individual case for revocation on a case-by-
case basis. IP explained that the added litigation is too costly, uncertain and time consuming.

The meeting concluded with each side thanking the other for participating in the meeting.





