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H B  356 S u m m a r y

M e a s u r e  w o u l d  a l l o w  t h e  " a s s i g n m e n t "  o f  g r o u p  l i f e  i n s u r a n c e  
p o l i c i e s  w h i c h  p r o v i d e s  a m e a n s  o f  r e d u c i n g  f e d e r a l  e s t a t e  
t a x e s  a n d  s i m p l i f y i n g  t h e  e s t a t e  p l a n n i n g  p r o c e s s .

If a p e r s o n  o t h e r  t h a n  t h e  i n s u r e d  is a s s i g n e d  a p o l i c y ,  the 
p r o c e e d s  d o  n o t  p a s s  t h r o u g h  the i n s u r e d ' s  e s t a t e ,  a n d  t h u s  
a r e  n o t  s u b j e c t  t o  f e d e r a l  e s t a t e  tax. C u r r e n t l y ,  48 s t a t e s  
h a v e  p a s s e d  s i m i l a r  l e g i s l a t i o n ,  a n d  t h e  IRS h a s  c o n c u r r e d  as 
l o n g  as s t a t e ' s  s t a t u t o r i l y  a u t h o r i z e  " a s s i g n m e n t "  o f  g r o u p  
l i f e  p o l i c i e s .  W i t h o u t  t h i s  a u t h o r i z a t i o n ,  t h e  IRS r e q u i r e s  
p a y m e n t  of  e s t a t e  t a x e s  o n  t h e  p o l i c y  b e f o r e  t h e  p r o c e e d s  go 
to t h e  h eir.
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S t a t e  o f  A l a s k a

TO :
Don Koch DATE: September 25, 1980

ao ii si n
F ILE  NO:

FROM :
Jim Jordan

TELEPH O N E  NO:

S U B JE C T :
Assignment -  Group L ife

I  re c e n t ly  had se ve ra l more in q u ir ie s  re g a rd in g the assignment o f group 
l i f e  b e n e f i ts . However, th is  tim e , I  have found the in s u r e r 's  reason 
fo r s ta t in g  th a t group l i f e  b e n e f its  a re n o t ass ignab le in  A laska .

The s i tu a t io n  desc ribed was one in  which a two person p a r tn e rs h ip  was 
lo o k in g  fo r a group l i f e  c o n tra c t to p ro v id e coverage fo r themselves as 
w e ll as t h e i r  employees. In  a d d it io n , the two pa rtn e rs wished to ass ign 
th e i r  group l i f e  b e n e f i ts  and to name the assignee as b e n e f ic ia ry  (th e 
o th e r p a r tn e r) in  o rd e r to o b ta in  the fa v o ra b le  fe d e ra l e s ta te  ta x 
tre a tm en t as w e l l as to  fund a b u y -s e l l arrangement. The in s u re r in ­
vo lved would n o t is s u e a group l i f e  c o n tra c t a llo w in g  fo r assignment 
because, by t h e i r  in te r p r e ta t io n , in  so do ing they would no t be con­
t r a c t in g  w ith  a d u ly formed group pursuan t to AS21.43.020.

AS21.48.020 s ta te s , in  p a r t , " . . . T h e  l iv e s  o f a group o f in d iv id u a ls  may 
be in su re d under a p o l ic y  issued to an em p loye r. . . .  to in s u re employees 
o f the employer fo r the b e n e f i t o f persons o th e r than the employer . . . . "  
(emphasis added). The in s u r e r 's  co n te n tio n is  th a t i f  assignment were 
in c lu d e d , then th is  would b e n e f i t the employer and by so do ing , v io la te  
the AS21.48.020 d e f in i t io n  o f a du ly c o n s t itu te d  group. One the o ry fo r 
th is  type o f d e f in i t io n  re la te s  to the em p lo ye r's purpose o f p ro v id in g  
group l i f e  coverage. That th e o ry is  the em p loye r 's purpose in  p ro v id in g  
fo r p a r t o r a l l  o f th e co s t o f group l i f e  insu rance is  to p ro v id e fo r 
the employee 's fa m ily  upon dea th . In  t h i s : s p e c i f ic  case, the in s u re r 
deemed the p a r tn e rs h ip  (th e employer) would b e n e f i t by the. assignment 
upon dea th o f e ith e r o r bo th o f the p a r tn e rs as opposed to th e i r  fam­
i l i e s  (as dependents o f employees). However, in  th is  s p e c i f ic  in s ta n ce , 
th is  is  a ve ry c lo se c a l l s i t u a t io n  made by the in s u re r . The fa m ily  o f 
a deceased p a r tn e r s u re ly  would b e n e f i t by re c e iv in g  prompt cash fo r 
th a t p a r tn e r 's  share o f the bus iness . A ls o , the s u rv iv in g  p a r tn e r and 
h is fa m ily  would b e n e f i t by no t hav ing to  l iq u id a te  o th e r pe rsona l 
asse ts in  o rd e r to s a t is f y  the b u y -s e l l arrangement.

I t  s t i l l  appears to  me th a t group l i f e  may be assigned pursuan t to 
AS21.42..270 so long as such an assignment does no t cause a s i tu a t io n  
which would v io la te  AS21.48.020. Th is ho ld s tru e , in  g en e ra l, fo r a l l  
employees. The on ly tim e a problem en te rs in , is  when the employee and 
the employer a re one in  the same person, as in  the case o f a p a r tn e r ­
s h ip . I  b e lie v e  th a t AS21.48.020 cou ld be in te rp re te d , in  the case o f a 
p a r tn e rs h ip , so th a t assignment would be a llow ed . I  would no t be su r­
p r is e d i f  some in s u re rs have no t made th a t in te r p r e ta t io n  and are a llo w ­
ing fo r assignment in  such ins ta n ce s as the above example. Even where 
ju r is d ic t io n s  e xp re ss ly a llo w  fo r assignm ent, many group in s u re rs do no t 
a llo w  i t  because o f the a d d i t io n a l ly  complex a dm in is tra t io n  in v o lv e d . 
O the rw ise , some economies o f sca le w o u l" 
low er cos t ,  group approach.

02-001 A( Rev. 10/79)



BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  &
E C O N O M I C  D E V E L O P M E N T

POUCH D
JUNEAU, ALASKA 99811 
PHONE: 465-2515

D IV I S IO N  O F  IN S U R A N C E

February 11, 1986

The Honorable Fred Zharoff 
Chairman
Senate Labor & Commerce Committee 
P.O. Box V 
Juneau, AK 99811

Dear Senator Zharoff:

A number of questions concerning references to an Attorney General's 

Opinion were raised at the Senate Labor and Commerce hearing on 
HB 356 held on February 10, 1986. The suggestions of Mr. Jordan 
never resulted in a formal request for an Attorney General's 

Opinion. There were some casual discussions with the director at 
that time and the Attorney General's Office. The general drift of 
discussions at that time was, that in view of the potential impact 

from federal estate tax situations, the preferred method of. dealing 

with the issue would be specific legislation to clarify the extent 
of assignment possible. The thinking was that interpretations would 
be subject to question where clear statutory language would probably 

not be so subject. I'm sorry that I did not anticipate the ques­
tions generated by the memo and accompany it with an explanation.

Re: HB 356 - Assignment of Group 
Life Insurance

Donald P. Koch

Chief of Market Surveillance

DPK/me0220K
021186a
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Memorandum to Don Koch 
September 25, 1980 
Page 2

H is t o r ic a l ly  th is  has n o t been a ve ry "h o t" issue because o f the sm a ll 
group l i f e  b e n e f i ts  o ffe re d  in  most schedu les . However, th is  issue has 
come more to  the fo r e f r o n t in  the la s t few yea rs due to the combination 
o f la rg e r amounts o f group l i f e  o ffe re d  to  groups o f le s s o r s iz e . So, 
the market now has la rg e  amounts o f group l i f e  coverage which can be 
issued to sm a ll employers who many tim es a re p a rtn e rs in te re s te d  in  low 
co s t ways to  fund b u y -s e l l arrangements. The p a rtn e rs can see a way to 
he lp p ro v id e fo r two needs -  to fund a b u y -s e l l arrangement and a t the 
same tim e p ro v id e an employee b e n e f i t wh ich , in  th e o ry , w i l l  he lp in  
re te n t io n  o f employees.

I  th in k  a t th is  tim e we need an a tto rn e y g e n e ra l's  o p in io n  concern ing 
th is  s i tu a t io n . I f  the o p in io n  p a r a l le ls  my in te r p r e ta t io n  o f AS21.48.020 
in  th is  c ircum s tance , then we can s t - t e  p o s i t iv e ly  th a t assignment is  
a llo w a b le . I f  n o t , I  th in k  a le g is la te d  s o lu t io n  is  in  o rd e r . In 
e ith e r even t, th is  w i l l  s top in s u r e r 's  from us ing the code and the 
d iv is io n 's  in te r p r e ta t io n  as excuses fo r n o t a llo w in g  group l i f e  ass ign ­
ment. For many in s u re rs , I 'm  sure th is  is  the most exped ien t and pa in ­
le s s response to th e i r  m a rke tin g s t a f f  when con fro n ted on th is  issue .

In  any even t, o p p o s it io n  to  th is  in te r p r e ta t io n  o r le g is la te d  s o lu t io n  
w i l l  come from the in d iv id u a l p roduc t agen t. They w i l l  see th is  as an 
in fr in g em en t upon th e i r  p r iv a te  domain. Th is is  so because the re is  no 
doubt th a t in d iv id u a l l i f e  p o l ic ie s  can be ass igned . However, I  th in k  
com pe tit io n would be good fo r th is  m arke rp la ce . A lso , i f  p a rtn e rs are 
unable to ass ign group l i f e  b e n e f i ts , they may reduce o r even fo rgo 
e n t i r e ly  a group l i f e  program fo r th e i r  employees in  o rd e r to have the 
c a p ita l fo r premiums fo r in d iv id u a l l i f e  p o l ic ie s  to fund a b u y -s e l l 
arrangement.

I  would ap p re c ia te you r though ts on th is  issue bo th in  gene ra l and in  
th is  s p e c i f ic  c ircum s tance . I  th in k  the tim e has come to address th is  
issue w ith  the a tto rn e y g en e ra l.



HOUSE COMMUNITY AND (907) 276 6844
regional affairs Representative M a x  F. Gruenberg, Jr.

District 11 
Spenard, Upper Midtown Anchorage

J a n u a r y  24, 1 9 8 6

P R E S S  R E L E A S E

RE: H B  356, " A s s i g n m e n t  o f  G r o u p  L i f e  I n s u r a n c e  P o l i c i e s "

R e d u c e d  f e d e r a l  t a x e s  f o r  A l a s k a n s  c o u l d  r e s u l t  f r o m  

l e g i s l a t i o n  s c h e d u l e d  f o r  a H o u s e  f l o o r  v o t e  t o d a y ,  a c c o r d i n g  

to M a x  G r u e n b e r g ,  A n c h o r a g e  D e m o c r a t  a n d  p r i m e  s p o n s o r  o f  H B  

356, " A s s i g n m e n t  o f  G r o u p  L i f e  I n s u r a n c e  P o l i c i e s . "

The b i l l  a u t h o r i z e s  a s s i g n m e n t  o f  g r o u p  l i f e  i n s u r a n c e  

p o l i c i e s  b y  a n  i n s u r e d  p e r s o n  t o  a n o t h e r  p a r t y .

" F o r t y - e i g h t  o t h e r  s t a t e s  a l r e a d y  h a v e  g r o u p  l i f e  p o l i c i e s  

a s s i g n a b l e  b y  s t a t u t e .  B y  j o i n i n g  t h e  o t h e r  s t a t e s ,  w e  

c o r r e c t  a n  i n e q u i t a b l e  f e d e r a l  t a x  s i t u a t i o n  w h i c h  

d i s c r i m i n a t e s  a g a i n s t  A l a s k a n s , "  s a i d  G r u e n b e r g .

" A c c o r d i n g  t o  t h e  IRS, f o r  t a x  p u r p o s e s  y o u  n e e d  s p e c i f i c  

s t a t u t o r y  a u t h o r i z a t i o n  t o  a s s i g n  y o u r  g r o u p  l i f e  p o l i c y  t o  

s o m eone e l s e .  W i t h o u t  t h e  a u t h o r i z a t i o n ,  I R S  r e q u i r e s  p a y m e n t  

o f  e s t a t e  t a x e s  o n  t h e  p o l i c y  b e f o r e  t h e  p r o c e e d s  g o  t o  t h e  

heir."

"The r e d u c t i o n  i n  f e d e r a l  t a x  i n c o m e  is i n s i g n i f i c a n t ,  b u t  t h e  

bill m a k e s  e s t a t e  p l a n n i n g  s i m p l e r  a n d  f a i r e r  f o r  A l a s k a n s , "  

said G r u e n b e r g .



CHAIRMAN'S INFORMATION:

1) B I L L  T I T L E :  " A n  a c t  r e l a t i n g  t o  a s s i g n m e n t  o f  g r o u p  l i f e
p o l i c i e s  of  i n s u r a n c e . "

a) I n t r o d u c e d :  R e p  G r u e n b e r g

b) C o - s p o n s o r s :  T a y l o r  a n d  F e t t y j o h n

2) I N T E N T :  M e a s u r e  a u t h o r i z e s  " a s s i g n m e n t "  o f  g r o u p  l i f e
i n s u r a n c e  p o l i c i e s  b y  a n  i n s u r e d  p e r s o n  to  
a n o t h e r  party. T h e  " a s s i g n m e n t "  c r e a t e s  a m e t h o d  
f o r  c i r c u m v e n t i n g  f e d e r a l  e s t a t e  t a x e s  a n d  
s i m p l i f i e s  e s t a t e  p l a n n i n g .  48 s t a t e s  c u r r e n t l y  
h a v e  s u c h  s t a t u t o r y  p r o v i s i o n s .

F I S C A L  N OTE: 0

N.B. N O  E F F E C T I V E  D A T E  C L A U S E

3) A D D I T I O N A L  R E F E R R A L S :  J u d i c i a r y ,  R u l e s

4) P U B L I C  H E A R I N G S :

a) S p o n s o r :

b) P u b l i c  W i t n e s s e s :

5) B I L L  A C T I O N :

a) H o l d  in c o m m i t t e e ?
b) A s s i g n  t o  s u b  c o m m i t t e e  f o r  f u r t h e r  r e v i e w ?
c) M o v e  f r o m  c o m m i t t e e ?
d) C l o s e  p u b l i c  h e a r i n g s ?

6 ) C O M M I T T E E  A C T I O N ?

a) a m e n d m e n t s ?
b) CS a d o p t i o n ?



m i  i f  a i  i s  i i  
Trim I  H i  I D  D H O T I S  I

LEGISLATIVE AFFAKS AGENCY
L E G I S L A T I V E  R E F E R E N C E  L I B R A R Y

May, 1986

C o p i e s  o f  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
in  this file. T h e  m i n u t e s  a r e  a v a i l a b l e  o n  t h e  S T A I R S  
d a t e  b a s e  C M  14. In o r d e r  to sa v e  s p a c e  c o p i e s  o f  
m i n u t e s  h a v e  n o t  b e e n  left in t h e  files.

J e a n i e  H e n r y

POUCHY. STATE CAPITOl 
JUNEAU. AlASKA 99811 

90PU6J-3800
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Alaska State Legislature
H ouse

Pouch V 
State Capitol 

Juneau, Alaska 998!1

MEMORANDUM

R ep re sen ta tive G ruenbe rg 

Dave Donley 

A p r i l 24, 1985 "

HB 356, "A ss ignm en t o f G roup L ife  Polic ies o f In su ra n ce "

U nde r c u r re n t esta te ta x law , i f  an in s u re d owns a li fe  in su ra n ce p o lic y , 
upon the in s u re d 's death the proceeds o f th a t p o lic y w ill pass th ro u g h  h is 
esta te and be sub je c t to esta te ta x p r io r to re c e ip t b y the named 
b e n e f ic ia ry .

I f  a pe rson o th e r than the in s u re d owns a p o lic y , the proceeds do not 
pass th ro u g h  the in s u re d 's esta te and th u s are no t sub je c t to esta te la x .

A t common law , i t  is ques tionab le w he the r g ro up life  po lic ie s can be 
^ a s s ig n e d , and the IRS has he ld th a t w ith o u t s ta tu to ry  a u th o r iz a t io n , 

assignm ents are no t e ffe c tiv e  fo r taJc pu rpo se s . A c c o rd in g ly , some 18 
sta tes have made gi*oup li fe  po lic ies ass ignab le b y s ta tu te .

C ons ide rin g th a t 48 sta tes have a lready passed s im ila r law s , enactm ent o f 
HB 356 b y the sta te o f A laska would re s u lt in  an in s ig n if ic a n t re d u c tio n  in 
fe d e ra l re venue s . The advan tages in  esta te p la n n in g fo r A laskans to be 
p ro v id e d b y th is  le g is la tio n are sub s tan tia l and fa i r . F a ilu re to pass th is 
le g is la tio n w ill re s u lt in  con tinuance o f an in e q u ita b le fe d e ra l ta x s itu a tio n 
th a t d is c rim in a te s aga ins t A laskans .

TO :

FROM:

RE:

DATE :



D a v i s  &  G o e r i g

T r i g g  T .  D a v i s  

G e o r g e  E .  G o e r i g . J r .

A  P R O F E S S I O N A L  C O R P O R A T I O N  

A O S  W E S T  36T-H A V E N U E ,  S U I T E  2 0 0 T e l e p h o n e  5 6 I - A 4 2 0  
A r e a  C o d e  9 0 7

A n c h o r a g e ,  A l a s k a  9 9 5 0 3

F e b r u a r y  2.5, 1985

R i c h a r d  S. T h w a i t e s ,  Jr.
C h a i r m a n  o f  t h e  A l a s k a  B a r  A s s o c i a t i o n  
P r o b a t e  L a w  S e c t i o n  

1 0 3 1  W e s t  4 t h  A v e . ,  S u i t e  500 
A n c h o r a g e ,  A K  9 9 5 0 1

Re: P r o p o s e d  S t a t u t e s  R e g a r d i n g  A s s i g n m e n t
o f  G r o u p  T e r m  L i f e  I n s u r a n c e  P o l i c i e s

D e a r  Dick:

E n c l o s e d  is a p r o p o s e d  s t a t u t e  r e l a t i n g  t o  t h e  a s s i g n a b i l i t y  of 
g r o u p  l i f e  i n s u r a n c e  p o l i c i e s .  T h i s  s t a t u t e  s h a l l  a f f i r m l y  
e s t a b l i s h  t h e  r i g h t  o f  a n  i n d i v i d u a l  t o  t r a n s f e r  h i s  o w n e r s h i p  of 
a n y  g r o u p  l i f e  i n s u r a n c e  p o l i c y  to  a n y  i n d i v i d u a l  h e  .. ishes. 
A l t h o u g h  a t  t h e  p r e s e n t  t i m e  t h e r e  is n o  l a w  in e f f e c t  w h i c h  
s p e c i f i c a l l y  p r o h i b i t s  s u c h  a n  a s s i g n m e n t ,  t h e  U n i t e d  S t a t e s  
T r e a s u r y  D e p a r t m e n t  m a y  c o n t e s t  s u c h  a p e r s o n ' s  r i g h t  u n l e s s  t h e  
s t a t e  o f  r e s i d e n c y  h a s  a s t a t u t e  a u t h o r i z i n g  sv oh a n  a s s i g n m e n t .  
T h e  A l a s k a  B a r  A s s o c i a t i o n  t a x a t i o n  l a w  s e c t i o n  s u p p o r t s  i n a c t m e n t  
o f  t h i s  p r o p o s e d  s t a t u t e .

V e r y  t r u l y  y o u r s ,

A t t o r n e y  A t  L a w

G E G / d v s

E n c l o s u r e
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20 F e b r u a r y ,  1986

M E M O R A N D U M :

TO: S e n a t o r  E l i a s o n ,  V i c e  C h a i r m a n
S e n a t o r  B e n n e t t  
S e n a t o r  R a y  
S e n a t o r  S a c k e t t

FROM: S e n a t o r  Zh a r o f f ,  C h a i r m a n
S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e

I !- ■
T h e  S e n a t e  L a b o r  a n d  C o m m e r c e  C o m m i t t e e  announce 3 a c o m m i t t e e  
h e a r i n g  t o  b e  h e l d  o n  F r i d a y ,  F e b r u a r y  21st, a t  3 : 3 0 p m  in t h e  
B e l t z  R oom. O n  t h e  a g e n d a  w i l l  b e  C S H B 5 5 ( f i n ) a m ,  o r i g i n a l l y  
s c h e d u l e d  f o r  W e d n e s d a y ' s  m e e t i n g .

C S H B 5 5 ( F i n ) a m :  "An a c t  r e l a t i n g  t o  l i q u o r  l i c e n s e e s '
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Is Accused of Polluting'
n

Sea W ater Since 1977:;{
• ■ -7----------
Alyeska Docum ents Support:

. . . »  • . .  ■ .*;i •Cla im s of L a x  Procedures' 
A t  W ater-Treating Plant

Com pany  Insists It Com plies
____  *t! •

By Andy Pasztor and Robert E. Taylor
Staff Reporters o /T iik  W a ll S t r e e t  J o u r n a l
First, federal inspector Dianne Soder- 

lund noticed a layer of brownish scum on 
water ready to be discharged into Valdez 
harbor from the trans-Alaska oil pipeline's 
water-treatment plant. Later, when she 
spotted an oil slick at the same location, 
suspicion turned to alarm.
“It appears," she concluded, "there are 

significant operational problems at the " 
cility." The plant is supposed to screen 
oil and toxic pollutants from huge quar 
ties of ballast water poured Into the harbo. 
by tankers as they queue up at the pipeline 
terminal to load crude oil at the feet of ma­
jestic, snow-shrouded peaks.
But evidence is piling up that the plant 

hasn't been doing Its job effectively and 
that sludge containing toxic pollutants isn't 
properly removed from water that the 
plant discharges back into the harbor.

• «r.vT................ -  • ,---- . _
Larger Questions 
The preliminary warning from Ms. So- 

derlund'tothe Environmental Protection 
Agency came 17 months ago. Since then, a 
flurry of federal and state investigations 
has shaken public confidence in the pipe-

Alyeska Pipeline Service Co., which op­
erates the pipeline for eight major oil com­
panies, says that it has complied with all 
anti-pollution laws and that all allegations 
of record-tampering, improper discharges 
and other improprieties are unfounded. It 
calls the pipeline trnninal's ballast-water 
treatment plant "i obably the best and 
most modem” facility of its kind in the in­
dustry, arguing that the criticism is fanned 
by misunderstanding of p ->t operations.'
The focus of all this intention Is a 

sprawling complex of giant tanks and 
miles of piping designed to remove and 
dispose of harmful pollutants contained in 
the roughly 13 million gallons of ballast 
water discharged by tankers daily. Empty 
tankers take on ballast water for added 
stability on the voyage to Vaidez, then 
pump it out to take on crude oil destined 
for the lower 48 states. • 'rf/

|An EPA administrative order Issued 
lasj summer accuses Alyeska of violating

Improprietles Denied

TniinrroA t • i ̂  treatment plant's water-discharge per-
hne s management and̂ forced it to make m |t by systematically recirculating poten­

tially harmful sludge. A second compliance 
order was issued in conjunction with

costly improvements. The/evelations also 
raise larger questions: Can state and fed­
eral officials adequately monitor'pollution 
from such large, complex facilities? And 
why did it take them so long to act in 
this case? •••
Investigators have uncovered a.history 

of questionable plant actions since the 1977 
opening of the pipeline's huge southern ter­
minal in Valdez, Alaska, which currently 
supplies roughly 15% of total U.S. oil 
nfeeds. And the scrutiny is far from over. 
Still under investigation are the reasons 
why some pollution-control devices de­
signed for the plant were never installed 
and others were disconnected or modified

r State probers are looking into' 
aKogatfons oteuch’CPinsnafr-Vî orE l| 
submission̂ of. fraudulent': environment

.without nnoJJIkaUofl-to-ths-EPAj-

lest results and lalsc testimony t S S M l  '*Mr- one «

Alaska’s Department of Environmental 
'Conservation. Government off! ials con­
tend that transfers of oily water and sludge 
from lank to tank within the plant allowed 
high levels of potentially harmful pollu­
tants to build up in the system over the 
years and flow unnoticed into the bay.

‘Serious Threat' ' ’ j
Ihor Lysyj, the main consultant hired 

by the EPA, recently reported to the 
agency that the plant’s deficiencies allow 
."uncontrolled quantities" of toxic pollu­
tants to enter the harbor. He also infor­
mally told the agency that such pollution 
presents an “imminent and serious threat 
to the environment." :.

ment regulators about potential hazards. 
Internal company documents show that 
some pipeline officials years ago suspected 
that the plant posed potential environmen­
tal hazards, but federal and state regula­
tors contend that management failed to 
take steps to resolve the deficiencies until 
it was ordered to do so in the past few 
months.

experts on ballast-water treatment, esti­
mates that the plant currently spews 1,600 
pounds of pollution into the harbor every 
day, including "extremely toxic and haz­
ardous substances.” Assuming that that 
rate has remained steady since the pipe­
line began operations more than eight 
years ago, he calculates, the plant may 
have released enough potentially hazard­
ous sludge to co' ..-r completely about four 
football fields three feet deep. *;;
The EPA's consultant compares 

Alyeska's sludge-handling procedures to 
"vacuuming your house, dumping all the 
collected dust back on the carpet and then 
starting the whole process over again." 
Federal and state regulators are conduct­
ing tests to determine how much of the 
sludge ends up in the rich fishing grounds 
of Prince William Sound and whether there 
has been any damage to marine life.
Although pipeline executives deny vio- 
Plcasc Turn to Page J3, Column I

I*



U n s a f e  H a r b o r :  P o l l u t i o n  o f  O c e a n  

B y  A la s k a  P ip e l i n e  F i r m  Is  C h a r g e d
-----------------------------------------------  <5-----------------------------------------------------------------------------------

C on tin u ed  F r o m  F i r s t  P a g e  
lating any laws, they clearly are on the de­
fensive. Under pressure from state and 
EPA officials, Alyeska appears to be 
spending millions of dollars to revise oper­
ating procedures, install new pollution con­
trols and upgrade laboratory equipment at 
the treatment plant. The company also has 
promised to take additional steps that may 
be necessary to comply iviUi what are 
likely to be more-stringent requirements 
for a new federal permit for continued op- 

. er.atlons at Valdez.
. But local fishermen and some environ­
mental groups complain that the state and 
EPA officials still haven’t gone far enough. 
‘•The regulators did a very poor job over 
the years by failing to devote the neces­
sary attention and expertise to supervise 
plant operations," contends Robert Blake, 
the president of the Cordova District 
Fishermen United and one of Alyeska's 
sharpest critics.
Budget Pressures
Some state and federal enforcement of­

ficials concede that budget pressures, staff 
shortages and the press of other business 
contributed to the problem. Harold Geren, 
the regional chief of the EPA's water-pol- 
lution-control programs, recalls hearing 
concerns from Ms staff about the adequacy 
of the treatmi. . plant as far back as 1981. 
But work on permits for pulp mills, off­
shore oil rigs and other facilities, Mr. 
Geren says, diverted attention from 
Alyeska. "We've been hard-pressed keep­
ing permits issued promptly,” he says.
The original design called for the plant 

to' remove sludge from the system and 
burn it in a large incinerator. But Alyeska 
never constructed the incinerator and says 
it wasn't legally required to do so. A 
spokesman says the company decided it 
was unnecessary bee, use the amount of 
sludge produced in the beginning was less 
than anticipated. Alyeska has said it segre­
gated and stored only 450 cubic yards of 
the stuff since operations began in 1977. 
Also, under standard procedure, some is 
channeled into outgoing crude oil.
State and federal officials argue that 

much more sludge than that should have 
been removed. They say its recovery was 
impaired by operating and equipment 
changes, many of which Alyeska made 
without the notification that EPA officials 
say is required. For instance, the company 
substituted small, paddlewheel skimmers 
for the large, sweeping arms designed to 
skim oily scum off the surface of one set of 
tanks; and it stopped using equipment de­
signed to scrape sludge off the bottom of 
the same tanks and to heat water to sepa­
rate it from oil.
Effectiveness Unimpaired?

Alyeska has told federal investigators 
that such changes didn't reduce the plant's 
effectiveness. But pipeline officials refuse 
to answer questions from The Wall Street 
Journal or discuss specifics until their dis­
cussions with the EPA are completed. 
C om nanv officials nrevlnuslv  said m.mv of

the changes were intended to reduce costly 
maintenance problems. The company says 
it has fullv complied with Its water permit 
by generally curbing the plant's '••'eases of 
oil. grease and three other oil ■> pol­
lutants specifically limited by ite -. .-rmit.
Investigators counter that the plant 

must be operated as efficiently as possible 
to remove all pollutants-regardless of 
whether they are explicitly mertioned In 
the permit. "There isn't any question that 
ths practices we found are unacceptable, 
and they are violations of federal permit 
requirements," asserts Jamie Sikorski, 
former head of the EPA's clean-water 
compliance office for the region.
William Lamoreaux, a state environ­

mental official who helped draft the plant’s 
original operating permit, agrees. He says 
that a sludge pit, originally intended for 
temporary storage of wastes awaiting in­
cineration, had been converted so that 
waste material was routinely pumped di­
rectly back into the ballast-water treat­
ment tanks. Such recirculation of sludges 
was "never approved or contemplated by 
anyone involved at the beginning," Mr. La­
moreaux asserts.
For Its part, Alyeska told the EPA in 

1982 that toxic pollutants not specifically 
limited by the permit were found "in con­
centrations so low as to pose no possibility 
of significant or deleterious effects" on the 
port.
Earlier Documents

Nevertheless, company concerns about 
the amount of sludge generated by the 
plant-and what to do with it-have sur­
faced in internal Alyeska documents writ­
ten at least as far bac1, as 1978. In that 
year, the terminal's then superintendent, 
F.C. Jones, wrote a letter to engineers at 
Exxon Corp., one of the eight ovme.-s of the 
pipeline, complaining that the treatment 
plant “does not provide any facility to re­
move solids” and asking for their he1" in 
solving the problem. The letter went i 
say that while some of the materials "ex. 
in the water effluent," the plant’s "high re­
circulation rate of solids is currently inter­
fering in" the system's overall operation.
State and federal investigators are ex­

amining the letter, which was obtained 
separately by The Wall Street Journa' 
along with other Alyeska documents on the 
plant. Exxon officials say they don’t know 
what their company did in response to the 
letter. Alyeska documents say that an Ex­
xon official studied the plant, found that 
the sludge disposal would cost at least $1.5 
million annually and urged instead that 
more oily waste be diverted into crude oil 
destined for outgoing tankers.
In December 1978, an internal memo 

from plant operators estimated that 
"solids have accumulated at a rate of 1 to 
2 tons per day (diy basis)," which, if accu­
rate, would be far more than Alyeska has 
claimed to have separated and stored. 
State and federal regulators say that the 
company appears to be leaning toward 
buildine an incinerator at the treatment

plant to dispose of stored sludge.
State officials also are investigating the 

adequacy of the pipeline's contingency 
plans for an oil spill. The EPA and con­
gressional investigators are looking Into al­
legations that Alyeska improperly used the 
treatment plant to dispose of some chemi­
cal wastes that didn't come from ballast 
water. And the state's attorney general has 
, collected documents relating fp Alyeskfi's 
earlier statements about sludge-handilng 
and to the c .estion of whether some plant 
workers may have been improperly ex­
posed to harmful chemicals over the 
years.
Broker’s Role
Some of the documents that investiga­

tors are using were obtained by Charles 
Hamel, an independent n.il-transportatlor 
broker from Alexandria, Va. He has spear­
headed criticism of Alyeska's management 
after contending that he suffered iosses on 
some oil shipped through the pipeline that 
allegedly contained excess water. His alle­
gations indirectly led to questions about 
the pollution-control practices at the plant, 
alerted Alaskan newspapers about the 
plant’s apparent problems and prompted 
the EPA and the state to step up their In­
vestigations.
Investigators also have testimony from 

several former Alyeska employees claim­
ing that their bosses encouraged or told 
them to tamper with pollution tests, report 
Incorrect data and engage In other im­
proper activities at the plant.
In sworn testimony to the Alaska Public 

Utilities Commission, Erlene J. Blake, a 
former plant laboratory technician, last 
year alleged It was "standard operating 
procedure at times" to "alter" such rec­
ords. She told utility regulators mat she 
was instructed to provide false reports to 
the EPA when tht Mme of treated water 
flowing into thr .J maximum ■.
federal limits.
James WoodL a toimer marine super- ! 

intendent at the terminal, told the utility 
commission that "problem areas were 
masked and records modified" to suggest 
normal conditions at the treatment plant. 
Mr. Woodle also testified that plant opera­
tors were under instruction to disregard 
required -afeguards if necessary in order 
- deal with unusually heavy incoming bal- 
sl flows. The operating principle, he said, 

was, "Just empty the tanks and make 
room."

Mr. Woodle is suing Alyeska, alleging 
that he was unfairly forced to leave the 
company before the investigations started. 
The company won’t comment on the pend­
ing litigation.
Bill Rcss, Alaska’s top environmental 

official, several m6nths ago confirmed that 
state officials, "working in concert with" 
the EPA, are conducting interviews and 
combing through Alyeska files to deter­
mine "whether any criminal violations 
may have occurred."
Many questions about the "sludge prob- L 

lein" at Valdez remain unanswered. But 
even the preliminary conclusions reached 
so far worry many scientists. David Shaw, 
a professor ?f the University of Alaska's 
Institute of Marine Sciences, who has stud­
ied Valdez harbor for Alyeska since the 
late 1970s, says of the increasing pollution 
on the sea bottom there: “I'm concerned it 
could be the tin oi a serious problem."
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HB 3 5 6 : "AN AC T  RELATING TO THE ASSIGNMENT OF GROUP LIFE

POLICIES OF INSURANCE."

THIS MEASURE WOULD AL LO W THE "ASSIGNMENT" OF GROUP LIFE 

INSURANCE POLICIES, PROVIDING A  MEANS OF REDUCING FEDERAL 

ESTATE TAXES, AND SIMPLIFYING THE ESTATE PLANNING PROCESS.

IF A  PERSON OTHER THAN THE INSURED IS ASSIGNED A  POLICY, THE 

PROCEEDS DO NOT PASS THRU THE INSURED'S ESTATE, AND THUS ARE 

NOT SUBJECT TO FEDERAL ESTATE TAX.

CURRENTLY, 48 STATES HAVE PASSED SIMILAR LEGISLATION. WITHOUT 

STATUTORY AUTHORIZATION, THE IRS REQUIRES PAYMENT OF ESTATE 

TAXES ON THE POLICY BEFORE THE PROCEEDS GO TO THE H E I R . I 

JRGE SUPPORT FROM THE BODY.



Int roduced: 4/8/85
Referred: Labor & Commerce
and Judiciary

BY GRUENBERG, TAYLOR AND
1 IN THE HOUSE PETTYJOHN

2 HOUSE BILL NO. 356

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act entitled: "An Act relating to assignment of group life policies

7 of insurance."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

9 * Section 1. AS 21.42.270 is amended to read:

10 Sec. 21.42.270. ASSIGNMENT OF POLICIES. A policy may be assign-

11 able or nonassignable, depending upon its terms. Subject to its terms

12 relating to its assignability, a life, group life or disability

13 policy, whether issued before or after July 1, 1966, under the terms

14 of which the beneficiary .,iay be changed upon the sole request of the

15 insured, may be assigned either by pledge or transfer of title by an

16 assignment executed by the insured alone and delivered to the insurer,

17 whether or not the pledgee or assignee is the insurer. The assignment

18 entitles the insurer to deal with the assignee as the owner or pledgee

19 of the policy in accordance with the terms of the assignment until the

20 insurer has received at its home office written notice of termination

21 of the assignment or pledge, or written notice by or on behalf of some

22 other person claiming an interest in the policy which is in conflict

23 with the assignment.

- i -

I  HB 356
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