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Honorable Members of the House Resources Committee:

My name is Ed Fisher and 1 am manager of the Ward Cove
operations of Louisiana-Pacific Corporation, Ketchikan Division.
I am here not only on behalf of Louisiana-Pacific Corporation but
also on behalf of the approximately 800 employees who have been
offered the opportunity to purchase the Ketchikan Division vrhich
includes a pulp mill, three sawmills and various logging
facilities. On behalf of those employees, | woula like to thank
this committee for the opportunity to be here coday.

As you are aware, the Environmental Protection Agency 1is
presently considering the requests of Louisiana-Pacific 1in
Ketchikan and Alaska Lumber and Pulp in Sitka for a Fundamentally
Different Factors Variance from the Clean Water Act guideline
limitations on waste stream effluents applicable to the Pulp and
Paper Industry. Many of the criteria in assessing the
applicability of the variance provisions are quite technical an-°
perhaps boring 1in nature, however this procedure was provided as
a mechanism to enable the Agency to tailor the iequirements of
the Clean Water Act to individual mills which exhibit significant
differences from those contemplated by the agency in establishing
National Water Effluent Guidelines,

Both Alaskan Mills qualify for this tailoring under the FDF
variance procedures. The mills requests have been before the
Agency since the Carter Administration over 3 1/2 years ago. It
is clear th\t the Agency has the power to grant the variances and

the legal basis to exercise that power. The constraints placed



cn the Alaskan mills compared to the mills in the Lower 48 are
fundamentally more adverse than those considered in the guideline
development documents. These constraints are common to Southeast
Alaska. The mills are faced with geographical limitations
preventing landfilling of waste materials. They are also
required to generate their own power. There is limited space for
plant expansion and construction costs are significantly greater.
At the same time the dilution and buffering effects of twenty
foot tides even further reduce the minimal effects of the present
effluent levels on receiving waters.

LPK has spent $12.5 million 1in 1980 dollars on pollution
control projects to date which has reduced BOD5 pollutants to a
discharge 1level of 75 Ib of pollutant/ton of pulp produced thus
eliminating 93% of the total discharge. The total annual cost to
operate this equipment amounts to $55,000/day. If the mills were
required to go to BPT or Best Practicable Treatment Levels of
46.8 Ib of pollutant/ton of pulp produced, this would be an
incremental reduction of 3.0% and has been estimated to cost $35
million.

It should be noted that in reaching our present level, we
have v.ied up much of our margin of safety 1in our energy system
and must therefore vreplace that -energy by burning greater
quantities of oil. These additional costs in energy restoration
if required to go to BPT are included in the $35 million dollar
figure. The total annual operating cost associated with this 3%
reduction 1is an additional $28,000/day. This represents a 50%

increase over present environmental operating costs for a very



insignificant improvement in total mill discharges and according
to our own Department of Environmental Conservation will result
in no perceptable improvement in Ward Cove water quality.

LPK produces specialty dissolving pulp marketed world wide.
85% of our production over the 1last 3 years was sold in the
Export Market bringing $50 million a year into the United States
and thus 1improving the United States balance of payments. The
industry also has a major impact on Southeast Alaska as indicated
by the USFS testimony at a Senate Resources Committee hearing on
January 17. The United States Forest Service indicated that the
two mills werr responsible for injecting $147.6 million into the
Southeast Economy each year. There 1is a need for an integrated
Forest Products Industry 1in Alaska* Without a Pulp Mill to
consume the 30 to 40% of the Tongass which is too low in quality

to saw, the Timber industry will cease to exist as we know it

no,/. IfT the Ketchikan Division were to close, the impacts would
be devastating. LPK®"s annual payroll is $23 million and benefits
are $7 million. LPn injects additional money into the economy of

<"uthern Southeast Alaska through Towing ($3 million) , Local
purchases ($25 million 1including contracts with loggers), and
Road Building ($15 million).

Although the markets have suffered through the last 3 years
recession, LPK has managed to agressively maintain sales volumes.
Volume was maintained at great costs to the company"s
profitability, with the expectation that when markets returned to
more normal levels, LPK would have managed to develop a steady

long term customer base and thus ensure that the company would be



able to take full advantage of an economic recovery. In spite of
extensive cost savings and attempts to reduce the average
delivered cost of logs to our manufacturing facilities, LPK has
continued to lose money. LP has in fact decided to leave Alaska.
After attempting unsuccessfully to market the Alaskan operations
worldwide, Louisiana-Pacific offered to sell the facilities to
the Employees.

The KPC Employees ESOT Study Committee was formed as a
representative employee group to study the feasibility of
continued operations under Employee ownership. Although 1t may
seem presumptuous for an Employee owned company to believe that
it can do what LP and ALP have failed to do over the last 3
years, 1ie., show a profit, the group presently feels it 1is
possible if certain events occur. Our present plans 1f we are
successful in purchasing the operations include cost savings
through modernization of the equipment, decreasing labor costs,
increasing productivity and decreasing the cost of raw materials
by working with the United States Forest Service.

If an additional capital 1investment which has no return 1is
forced upon the company for pollution control then the result
would be that much more savings which necessarily must be found
elsewhere. The task is extremely difficult and risky at best and
would be almost impossible if an extra layer of cost were added
by the EPA. Please support the attempt to make our company an
All Alaskan year round 1industry to provide jobs in Alaska and
money for further 1investment in Alaska®s Future. Thcink you on

behalf of all the Employees and their families.



Luke Popovich is
ntribuling editor-
national affairs

for Pulp & Paper.

Treatment for 11S own Sake

Press reports Inst moiith confirmed our doubts
about the future of the Administration’s dwin-
dling effort to deregulate business. Officials at
the Office of Management & Budget (OMB)
told reporters the effort for now was dead—
“ended." as they delicately pul it. Since OMB
was the locus moximus of the deregulation ef-
fort. sadly we must take these officials at their
word that little will be done to discourage
environmental regulation until after the 1984
election, assuming the home team wins.

Vice President Bush chaired the President's
Task Force on Reguiatory Relief, which closed
down this summer, leaving to OMB the day-to-
day vigilance over unnecessary rules. In sig-
naling an end to the much-touted derrgulntory
effort, the Administration has borrowed liber-

ally from the Vietnam antiwar strategy pro-

pounded by former Vermont Senator George
Aiken: simply declare a victory, allow a self-
satisfied smile, and withdraw. But if a thump-
ing victory has been won against environment-
al regulation, the paper industry has yet to be
informed.

AN ALAskAN case. Battlefield condi-
tions still suggest that the war against treat-
ment for treatment’s sake is far from over. A
story from Alaska illustrates the enemy's te-
nacity. Ketchikan Paper Co. and Alaska Lum-
ber &Pulp Co. of Sitka applied to the Environ-
mental Protection Agency for variances from
sccrmdary-Ircalment requirements under the
Clean *A'atcr Act in December 1UBL The com-
panies had good reasons for asking a waiver
from compliance with costly best practicable
technology (U'T) requirements beyond the sec-
ondary treatment they had already employed.

First, the companies cited insufficient sites
for installing sludge disposal facilities. Second,
alternative power sources were not available
to run generators during installation of contrcT
technology. Third, the additional treatment
would harm other, nonwaler values. Together,
they said, additional requirements to treat
theli-uonha/ardous wastes would cost more
than EPA's model for similar reductions in llit*
lower il stales had suggested was proper. Nor
would the treatment result in cleaner water.

Their case looked persuasive. Thu stale's
Department of Environmental Conservation
and congressional delegation okayed the vari-
ance. So loo did EPA's then-Kegion X adminis-
trator |olin Spencer on Dec. 21 111 recom-
mend that the variance In; approved. Again on
May 10. he wrote to his EPA superiors in
Washington for a variance, citing EPA's own
view, dating hack to 174, that “the Alaska
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mills are entitled to dillurent treatment ... be-
cause of peculiar land, energy, and logistical
constraints." Not only were the companies en-
titled to a variance, he said, but since EPA staff
thought the or rule for the sulfite pulp cate-
gory was "too stringent." the rule ought to be
reviewed for immediate suspension.

So it was somewhat surprising that on Aug.
29, EPA announced it had tentatively decided
to deny the variance, citing the absence of
"fundamentally different factors" in the Alas-
kan case that would justify suspension of fhe
additional secondary treatment requirements.
“We did a thorough economic lest and didn't
find that their costs were out of line" with
those facilities in the lower 48. said one EPA
official in Washington.

INSIDE epA. But an internal EPA memo
from the Washington staff to EPA's acting wa-
ter chief dated Feb. 3,1982 suggests a different
motivation for the denial. "A variance based
on these problems does not appear to be en-
tirely fuieclosed,"” conceded EPA staff, "never-
theless." the memo continued, “this (approv-
al] could present a legal problem" because the
"Natural Resource Defense Council has Leun
closely following" the case. Worse, the memo
alluded to the many other variance applica-
tions EPA would be forced to answer if it
granted this one, thus upsetting its pi.orities
for approving industrial permits.

Instead of granting the variance, EPA staff
suggested the agency grant the two firms a
temporary suspension of the DPT rules for tho
pulp category. And what of the quality of re-
ceiving water in all this decision making? It
seems that consideration was irrelevant: water
quality per sn is expressly forbidden Inbear on
the issue of lil'l" compliance, and so it is irrele-
vant to the approval nr disapproval of a var-
iance. "If what these companies must do
doesn't affect water qu-.lity one. hit, they still
have to install (IlI'T technology|." said EPA wa-
tei effluent expert lloli Dellinger in Washing-
ton. D.G.

Treatment for treatment's sake is not only
pointless Iml expensive. If the tentative deci-
sion isn't overturned alter the Nov. ' com-
ment period expires, officials of Alaska Lum-
ber ft Pulp ilaim they'll he forced to spend S51
million to achieve mandated reductions of 20)
Ib/lon. That's in addition to the S4!i million
they've already spent In'get fmin 27ni Il) to 75
Ib/tun. "We don't have S5I million to dump
iic.i this project." complained one company
spokesman. Ton bad money, like environment-
al quality, has nothing to do with Thn issue.
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