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CHAIR CATHY GQESSEL called the Senate Resources Standing
Commttee neeting to order at 3:29 p.m Present at the call to
order were Senators Costello, Stoltze, Coghill, Welechowski,
and Chair G essel. Senator Mcciche arrived shortly after.

Confirnmati on Hearings:
Al aska Commerci al Fisheries Entry Conm ssion (CFEC)

3:30: 24 PM

CHAIR G ESSEL said that today the commttee would interview
governor appoi ntees for two comm ssions. The first would be the
two appointees to the Commercial Fisheries Entry Conm ssion. She
wel comred Ben Brown, a re-appointnment, to the table.

BEN BROWN, nom nee, Al aska Commercial Fisheries Entry Conm ssion
(CFEC), introduced hinself.

CHAIR G ESSEL reviewed the comm ssion from the page in Boards
and Comm ssions. She said appointnents require |egislative
confirmation and the termis four years. The board consists of
three nenbers with a broad range of professional experience,
none of whom has a vested economc interest in an interim use
permt, an entry permt, a commercial fishing vessel or gear, or
in any fishery resource processing or marketing business. The
function of the board is to pronote conservation and sustained
yield managenent of fishery resources and to regulate and
control entry into comrercial fisheries. A quorum consists of
two conm ssion nenbers. It is a regulatory and quasi-judicial
agency. The salary is equal to step range 27, $108,000 per year;
menbers are placed in the Public Enployees Retirenent System
(PERS) system The comm ssion neets throughout the year.

MR. BROM noted his resune” and said it was very simlar to the

one he submtted four years ago when he was initially appointed.
He is a life-long Alaskan, was born in Anchorage and raised
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there except for a brief time when his parents traveled to
Honolulu for their professional needs. He went to Palner H gh
School, was a legislative aide, went to Ilaw school at
Nort heastern University in Boston and worked for the Honorable
Larry Weks; he has lived in the capital city ever since. He was
an admnistrative law judge with the Departnment of Revenue
(DOR), legislative liaison with the Departnment of Environnenta
Conservation (DEC), and in private practice prior to Governor
Parnell's decision to appoint himto the comm ssion four years
ago.

3:33: 04 PM
SENATOR STEDMAN j oi ned the comm ttee.

MR. BROWN renmarked that it's the second tine in CFEC history
that all three of the conm ssioners are attorneys and nenbers of
the Al aska Bar Association. This provides a nice background for
some of the nore difficult |egal decisions the comm ssion wll
have to nmake. Being a quasi-judicial conm ssion neans they have
judicial powers in the admnistrative |aw decisions they make
regardi ng applications for transfers of limted entry permts.

He explained that one of the reasons the conm ssion was created
40 years ago as an independent agency was so that there would
not be any appearance of undue pressure from the Al aska
Department of Fish and Gane (ADF&S on the decisions being nade
by the three comm ssioners about who should receive a permt
based on that individual's fishing history, their relative
econoni ¢ dependence on the fishing activity wunderlying the
permt application. He explained that the ADF&G s Division of
Commercial Fisheries regulates the biological side of the
fisheries and in conjunction with the Board of Fisheries,
deci des what kind of gear can be used, where and when - that
affect the biological health of a whole range of very inportant
fish species as well as the economc returns to the fishernen
who depend on them to support their famlies and to be vibrant
parts of Al aska's econony.

MR. BROMWN said he had no vested interest in a permt, any gear
or vessel or fishery when he was appointed and still doesn't. He
has |earned a trenendous anount about what the CFEC does as an
i ndependent agency, how they have evolved over tinme and how they
m ght continue to evolve given the strained fiscal circunstances
the state faces.

He wanted to cone up with whatever the right future for the
agency is, because fishing is going to remain inportant going
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forward and he wants to nake sure that a systemis in place that
makes sure pernmits are given to those who deserve them under the
| egal structures that have been set up and approved by the
Al aska Supreme Court, and that the integrity of the value of
those permts and the stability of the fisheries are as maxi ma
as possi bl e.

SENATOR COSTELLO said she appreciated his service and asked what
future chall enge he saw and why he would be good to have on the
commi ssion while facing it.

MR. BROWN replied the challenges that the agency faces are in
sonme regards different from other agencies but one is the sane:
fiscal pressure. CFEC fortunately generates significantly nore
in program recei pts and desi gnated general fund revenues than it
spends on its annual operations. Those excess nonies have been
all ocated towards the Fisherman's Fund (worker's conpensation
for fishermen) and the rest has gone to capital projects that
benefit various fisheries.

This year the Fishernmen's Fund transfer will take place and a
little over $3 nmillion is going to underwite the operating
costs of the Division of Commercial Fisheries. This makes sense.
The permits would not have value and fishernen would not be able
to go out and use the permts for which they pay an annual
renewal fee wi thout having the nanagenent in place.

3:38:31 PM

In order for that to work to keep going forward, the integrity
of the Limted Entry system cannot be dimnished in any way and
those permts wll remain as valuable assets in which people
invest. He informed themthat the permts are used as collateral
by two specific state loan progranms: the Commercial Fishing
Revol ving Loan Fund and the Comrercial Fishing and Agriculture
Bank. That is one exanple of why it's inportant to have a solid
stabl e structure in place overseeing the issuance of permts.

Not that many permts are currently being issued, but the
transfer of permts, either on a permanent or an energency

basis, is sonmething that will continue going on, because people
get old and they can't use their permts to go out and fish any
nmore. Sonetinmes they choose to sell it.

3:39: 07 PM

MR. BROMWN said that stability is probably sonmewhat beneficial at
this tinme. Bruce Twoml ey, the chairnman, has been there since the
early 80s and has an invaluable and unique wealth of know edge.
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Judge Froehlich retired and his seat was filled briefly by Frank
Hohman, because of a case in which Chairman Twom ey recused
hinmself and they didn't have a quorum Frank Hohman is re-

retired and the conmttee will hear fromthe new appoi ntee next.
Having two of the three conmssioners wth some years of
experience will be helpful as they seek to analyze staffing

| evel s, organi zational structures, the way they operate and try
to ensure that they are providing the maxi rum anmount of service
for the | east anobunt of noney.

3:40: 39 PM

CHAIR G ESSEL said the CFEC s 2013/14 annual report indicated
that substantial progress was made in reducing the adjudication
casel oad and asked himto explain the adjudication process.

MR. BROMWN responded that 68 is the nunmber of existing discrete
fisheries which have three things: a species, a geographic
| ocation, which can be statewide or snaller, and a gear type
that has limted entry. Sixty seven of them remain l[imted and
one, the weathervane scallop fishery, has reverted back to open
access.

He expl ained that each fishery is limted when pressure has cone
to bear on the fishery in a manner that is no |onger sustainable
if it is open access. (Open access describes fisheries that are
not limted.) Wien a fishery has attracted enough interest from
the fleet that soneone is concerned, they can petition the
commi ssion, at which point the comm ssion |ooks back four years
before the year in which the limtation process is going to
begin to establish a maxi rum nunber of permts in the fishery.
Once that is done by adoption of a regulation, then a sonmewhat
| engt hy process begins (although he had not been involved in the
process of initiating limtation of a new fishery in the past
four years).

|f someone alerts them that limtation mght be needed in a
certain fishery, the conmssion will pick a date and people who
can prove they had any sort of fishing participation in the
fishery in the four years leading up to that date wll be
counted. The nmaxi num nunber can be no |ower than the highest in
any of those four years. Then they wll determne a point
structure when those interested in receiving a permt tell them
when they caught, where they caught and how nuch they sold it
for, and, depending on the fishery's relative economc
dependence information, the level of investnent in gear and
vessels are worthy criteria to determine who ought to get a
fishing permt based on prior activity. It's based on the
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premse that if you were doing it in the past, then you are
entitled to continue doing it in the future nore than soneone
who wasn't doing it in the past.

When those point classification decisions are mnade, fishernen
are infornmed if they obtained either a permt or got one that is
not transferable (can't be sold as a transferable asset), or did
not obtain one. People who were told they don't get a permt and
don't want to take that as the final word would appeal it,
starting at the adjudication staff level to a hearing officer,
and then, ultimtely, up to the conm ssion. The three
commi ssi oners revi ew each and every case.

For purposes of finality, M. Brown explained that all the cases
are reviewed administratively. Once the admnistrative staff
| evel is exhausted, those who are still interested in having a
further dialogue are able to appeal the decision to the Superior
Court, and if they don't |ike what the Superior Court says, they
can remand it back to the comm ssion that will uphold what they
did. Then the case can be appealed to the Al aska Suprene Court,
and that is the final arbiter of the comm ssion's deci sions.

MR. BROM said the 900-case backlog has been whittled away
through diligent work by the comm ssioners, but some of the
cases saw a trenmendous anmpunt of tine pass before getting a
hearing and sonetinmes a decision that was possibly aversive to
them was nade. The problem with that is people don't |live
forever and w tnesses go away and other fornms of evidence are
not as available as they would have been. So, now, because the
caseload is not huge, he has been able to review sone of the
adj udi cation decisions, has witten opinions that have been
appealed to Superior Court, and Superior Court has remanded
them So he has been participating in the process, only wthout
t he massive volunme of cases that was done in the past.

CHAIR G ESSEL said the three comm ssioners are paid in excess of
$100,000 a year in salary and have 34 enployees. She was
wonderi ng about the cost.

MR. BROMWN responded that their staff is now at 30. It was |arger
in the late 80s when it had an executive director, too. He
explained that in addition to their admnistrative quasi-
judicial roles, the conm ssioners get to exercise all personne
functions, but they would be having a very healthy dial ogue
about ways of restructuring the conm ssion soon.
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He commented that nore efficiencies can probably be achi eved and
that the Division of Legislative Audit is also conducting an
audit along with the ADF&G comm ssioner's letter. Abolishing the
CFEC is the nuclear option, he said, that would eradicate the
conmi ssion's independence, which is one of the main reasons it
was founded as an i ndependent agency 40 years ago. It would al so
eradicate any hint of independence of decision making if the
director was directly answerable to the conm ssioner of ADF&G
and then to the governor.

MR. BROWN said nuch of the noney the conmm ssion is generating is
going as nuch as possible to pay for other things besides CFEC
staff if that staff is not the best thing to spend that npney
on.

CHAIR G ESSEL said the report had questions about the staff, the
pay scal es, and those kinds of things.

3:49: 00 PM
SENATOR STOLTZE asked him to describe areas of the CFEC s
actions that are allocative, either directly or indirectly.

MR. BROMWN replied that the CFEC doesn't allocate. However, there
is talk about buybacks in various fisheries, but that requires
action from the Board of Fisheries. Wen the affected fishernen
speak to the commission, it's to help figure out a way to help
retire sonme of the permts in a fishery. If a fishery has been
initially created in a manner that doesn't distinguish between
one geographi cal area and another, it mght be very hard to do a
buyback. So, that would be an exanple of an indirect
contribution to the allocation process.

Al so, by determining which individuals get a permt and are
going to be legally able to harvest the resource m ght be viewed
as allocative. That process is structured to give permts to the
peopl e who can prove they have been catching nore fish. The end
effect is rewarding efficiency. They are less likely to give a
permt to a fisherman who is not very good at catching fish than
the other way around, and that creates nore pressure on the
resource. They are not in the sanme role as the Board of
Fi sheries, working with managers from the Division of Conmerci al
Fi sheries involved in deciding when sonething is open and when
it isn't.

SENATOR STOLTZE said another external review signed by ADF&G

Conmmi ssioner Cotten refers to 68 fisheries and asked for sone
exanpl es.
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MR. BROM replied that each fishery is a geographic area and a
gear type and a species. Each one has a code: SO03T refers to
each of those three aspects that constitutes a fishery.

SENATOR STOLTZE asked if sonme of those had been established by
the | egislature.

MR. BROWMN replied that the initial limtation of salnon
fisheries was a |legislative command. As tine has gone on
petitions from the fishermen initiated the dialogue or an
awareness on the part of comm ssioners (before his tinme) that
there was too nmuch pressure on a fishery. Decisions to allocate
sone species have been taken away from the Al aska Board of
Fi sheries, such as halibut, by the federal governnent. |nstead
of a limted entry system there is an interim use permt, but
the allocation is or "quota" is determ ned by federal nmanagers.

SENATOR STOLTZE said the dive fishery was nuscled through the
| egi slature by fornmer Representative Bill WIIlianms and asked how
the CFEC views the role of the |legislature.

MR. BROMWN replied that he had not been around at the tine when
the CFEC invited the legislature to step in and do anything. But
the comm ssion had asked the legislature to extend an existing
program (the weat her vane scal |l op fishery), whi ch was
unsuccessful. He advised that it would be very difficult for the
| egi slature to becone a "super Board of Fisheries" and nake the
vast majority of allocative decisions, because it would take all
their time. It would nmake it difficult to operate as a
| egi sl ature and underm ne the work the Board of Fisheries does.
He didn't know when the legislature should step in and nake
t hose decisions, but as infrequently as possible in hopes that
there is an allocative process through the BOF that i1s working.
If it's not working, that may invite comng in and making those
deci si ons.

SENATOR STOLTZE said he was surprised to hear about an
established comercial Hooligan fishery authorization under
l[imted entry on the Susitna River. It's a famly personal use
type fishery until the first guy shows up with a pretty big
oper ati on.

3:56: 16 PM

MR. BROM said all three comm ssioners care very nuch about what
is happening all over Alaska. Hi s observation that the existence
of a comercial fishery, even if it isn't open from year to
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year, can still have an effect on other users. Another good
exanple far away from Mat-Su is on the Kuskokwim River that
still has some theoretical Chinook comrercial fisheries and the
near total |ack of Chinook harvest opportunities for subsistence
users up river

The Kuskokwi m Subsi stence Sal non Panel is neeting now and trying
to come up with ways to solve this problem but even the
exi stence of a comrercial fishery at sonme point previous in tine
changes the nature of the fishery. Once people have used
commercial gear and had a commercial mnd-set going, it kind of
anps everything up. That nust be taken into account in any
fishing policy. It does matter.

SENATOR M CClI CHE asked if he had participated in limting any
fisheries.

MR. BROM answered no, but the commission is in the process of
closing out the adjudication in sone fisheries.

SENATOR M CCICHE asked if he had support from the comerci al
i ndustry.

3:59: 05 PM

MR. BROM replied that he was very grateful for the support of
the United Fishernen of Alaska (UFA) when he was initially
appointed. But since his reappointnent was announced | ast
Wednesday he had not had a chance to neet with UFA and hoped
t hey woul d support hi m agai n.

SENATOR M CCICHE said he had done a good job in the last four
years and asked his experience before being appointed to the
CFEC.

MR BROWN replied that he net the qualifications and had a
di verse array of |egal experience. He was a legislative aide for
many years before going to |aw school and clerked for a Superior
Court judge. He was an adm nistrative |aw judge for Departnent
of Revenue (DOR) appeal hearings that were all Child Support
Services Enforcenment (CSSED) appeals. Many of the people
i nvol ved made noney from fishing and he had to | ook at sone of
that information in trying to determine whether or not child
support anmounts cal culated by CSSED staff were appropriate. He
was also legislative liaison for a state departnent. Wen he
first worked as a |lawer, he did nostly personal injury tort
casework, but the next firm did significant anmount of work

SENATE RES COWM TTEE - 9- February 9, 2015



representing applicants, although none in the cases he has
| ooked at.

MR. BROMWN said in the course of working there for three years he
worked with other attorneys and was aware of how private

advocates can really increase the |ikelihood that one wll be
successful in applying for a permt or appealing the denial of a
permt. That made him appreciate the need to |ook at

unrepresented applicants or those who were unrepresented earlier
in the application process as fairly as possible before they
were represented by council.

MR BROMW said he hoped all of that history constitutes a
diverse array of life and legal experience as an Al askan
attorney and that he had also learned a lot in the last four
years serving on the conmm ssion.

SENATOR M CCI CHE said sonme of the fisheries that are comercia
fisheries today, as populations and demands change, nmay not
remain commercial fisheries in the future and sonme commerci al
fisheries are likely to occur that people don't know about yet
today and asked the comm ssion's role in future fisheries.

4:03:12 PM

MR. BROWN explained that the Limted Entry Act was witten just
| ooking forward and didn't envision the need to revisit the
limtations. Going forward, pressure on existing fisheries,
changes in ecological and climate conditions and nore people in

need of nore econonmic opportunities wll Jlikely create a
petition that wll suggest limting entry to a fishery. 1In
addition to that, they will perhaps be called upon to decide if

a single fishery needs to be subdi vi ded.

Having a commercial fishery on the books that hasn't been open
in so long that no one has had to pay a renewal fee in 10 years
could likely be unwi se. The comm ssion could play a little nore
pro-active role in nmaking sure that the structure doesn't make
any it worse for anyone else or harder for the BOF to nake those
al | ocati on deci si ons.

SENATOR W ELECHOWSKI said he voted for M. Brown four years ago
and shared the chair's concerns about the size of the CFEC
organi zati on now. According to the ADF&G review, it has 28 ful

time enployees and 4 part tine enployees, for a total of 32
PCNs. Probably that nunber was nerited in the past, but
Comm ssioner Cotten's February 4 nmeno had a "pretty scathing
review' of the commission. Permt applications and transfers
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peaked in 1988 at 105 pernmt applications and 42 permt
transfers. In 2013, there were 3 applications and only 13 permt
transfers. In 2012, they had 3 permt applications and 9 permt
transfers; in 2011 there were 5 permt applications and 24
permt transfers. So, the workload seens to be decreasing
significantly. In each of the last two years the conm ssioners
had adjudicated only three permt applications and the area of
concern is the adjudications backl og.

4:07: 06 PM
SENATOR W ELECHOWSKI  highlighted two short paragraphs from
Comm ssi oner Cotten's February 4 nmeno:

However, now nine years |ater the reasons for these 15
year delays are no longer valid. The comm ssioners now
issue only a handful of permt applications each year.
The conmi ssi on normal |y strives to conpl ete
adm nistrative review of energency and pernanent
transfers in the same cal endar year when the transfer
t akes place. However, recently the comm ssion allowed
a backlog of reviews to accumulate and did not
conplete the final review of cases from 2012 and 2013
until late in calendar year 2014. This seriously
reduced level of production canme at a tinme when the
commi ssion and their imredi ate support staff consisted
of up to 5 attorneys, an operations nanager, an
adm nistrative clerk and two executive secretaries,
one tenporary.

Equally inportant is that the comm ssion's dim nished
performance occurs when the agency is only mnimally
involved in other tasks. The conmm ssion has neither
l[imted a coomercial fishery in 10 years nor devel oped
any optinmm nunbers of permts for limted fisheries,
anot her inportant statutory duty.

SENATOR W ELECHOWSKI said the neno offered sone potentia
alternatives, one of which was keeping the status quo, but
another was significantly altering the structure of the
commi ssion and integrating a lot of its functions into ADF&G He
didn't know the right answer, but it appears that changes need
to be nmade.

MR. BROWN said he had read the review that was initiated under a
previous admi nistration with the prior conmm ssioner of ADF&G It
was referred to as an internal review The comrssion did not
think that it would have a chance to see sone of the concl usions
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drawn by the investigator, M. Lawson, and respond to them to
make sure they didn't contain factual inaccuracies before it was
rel eased. The report was published on the ADF&G website | ast
Wednesday without prior notice to him That was an unfortunate
surprise and he didn't think Conmm ssioner Cotten had done it
del i berately.

He said they are preparing a witten response, which he hoped
woul d be put on the departnment's website. Sone of the assertions
were probably msleading people to the wong conclusion. Once

the wheat is separated from the chaff, there will be a snaller
uni ver se of ef ficiencies to di scuss. Certainly, t he
adj udi cations backlog is a valid point to raise, but after an
initial interview wth the investigator he didn't have any

follow up. M. Brown said he was involved in the weathervane
scallop fishery and doing other activities at that tinme. The
cases that remain are the thorniest and hardest in which an
adverse decision could have a ripple effect possibly leading to
undoing prior limtations, creating a vast new workload - the
| ast thing anybody wants!

In sunmary, M. Brown said, they will come up with a response to
the specific contents of that report and additionally, are
continuing to work with the legislative auditors who will have a
prelimnary audit. Under statute the conm ssion has to be given
an opportunity to respond. Wen all this is done, there will be
a wealth of information about how best to go forward. He firnmy
believed that there needs to be sone independence in the
deci sion capacity, but naybe somewhat |ess staff involved in
t hat process.

4:12: 29 PM
SENATOR M CCI CHE asked if he saw capacity for inprovenent in
cost reduction going forward.

MR. BROWN answered yes; once they get a clearer picture of the
closing down process of the not fully adjudicated fisheries.
That mght create opportunities for a new staffing nodel to
handle a new [imtation process. But he cautioned that it should
be a slow and rational approach, because it could lead to
adverse outcones that lead to costly litigation that goes on and
on. Sonme key reversals could upset the entire apple cart.

CHAIR G ESSEL thanked M. Brown and welcomed M. Rupright,
anot her CFEC appoi nt ee.

4:14:12 PM
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VERNE RUPRI GHT, nonminee to the CFEC, Wasilla, Alaska, said he
was born in Mssachusetts and went to school there. He cane to
Al aska in 1972 as a young G and passed through to serve in the
Viet Nam War. While in Al aska, he worked on the TAPS and for the
Department of Mlitary and Veterans Affairs. He becane a
comm ssioned officer in 1978 and worked full-tinme until 1981
when he went back to the University of Alaska Anchorage (UAA)
and finished his Bachelor of Arts Degree in Crimnal Justice.

He worked as a corrections officer and institutional probation
and parole officer for the Departnment of Corrections for a
nunber of years, but he'd always had a lifetinme dream to becone
an attorney. So, he went back into the Arny, and then attended
Cl ayton University School of Law from 1989-1992. He worked for a
law firm for six years and did a three-nonth stint as an
investigator for the Human Rights Commi ssion. He elected to open
up his own law practice in Wasilla until 2008 and then ran for
the Ofice of Mayor of Wasilla and did six years as nayor and
manager. |In October 2014, he took a hiatus and then went to work
for a group of nedical practices as in-house counsel and hel ped
t hem organi ze as they expanded. He subnmitted a letter of intent
to the Ofice of the Governor, because he likes serving in
government and there is a lot of need for some good managenent
init. He was called upon to take this position and accept ed.

4:17: 22 PM
SENATOR M CCICHE asked if the United Fishernen of Al aska
endorses him

MR. RUPRI GHT answered that he had not received their endorsenent
to the best of his know edge.

SENATOR M CCICHE said it sounds |like he has experience simlar
to M. Brown's and asked how his life's experience tie in with
t he work of the comm ssion.

MR RUPRIGHT replied that he didn't have any interest in
commercial fishing and doesn't hold a permt. He related his
1980s mariculture experience in Kachemak Bay trying to develop a
clam fishery. As a teenager he was raised between the fishing
ports of d oucester and Medford on the East Coast. So, he is
very famliar wth | obster fishing.

In Alaska he has known a |lot of conmmercial fishernen and knows
that protecting this resource is very inportant. A renewable
resource such as the fisheries in Cook Inlet was at critical
mass in 1969/70 and could have ceased to exist if sonething
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wasn't done to ensure that it survived and renmi ned economcally
viable. It is an over $1 billion/year industry enploying 74,000
people directly and all the collateral people, fuel, gear, and
such.

From the | aw perspective M. Rupright said he did contract |aw,
personal injury work, admnistrative law and a lot of crimna
l[itigation. He has argued before the State Court of Appeals, the
Suprene Court, Federal District Court, 9th Grcuit Court and one
case before the United States Suprene Court in 2002.

He said it took nine years to get that one case to the Suprene
Court, so he is very famliar with the need for reasoned
decisions. The conm ssion is at the point that it should be able
to come up wth quicker nore reasoned decisions as
adm nistrative |aw judges (ALJ) and nove cases forward w thout
triggering sonething from the State Suprene Court remanding it
back and reopening an old fishery along with all of its permts.
That is not cost effective and it's just not smart.

SENATOR M CClI CHE said they were nmayors together and he had known
M. Rupright for a long tinme. He asked if he had | ooked at the
CFEC operations and recogni zed some opportunities for
i mprovenent .

MR. RUPRIGHT replied that he had read the Lawson report a couple
of times, but was careful in looking at how it was shaded.
Having lived through the collapse of Alaska' s econony in the
1980s, he didn't want to see Al aska go back there. Consolidating
and streamlining the commssion wll take sonme tinme to do
properly so that they don't nmake a costly error for the State of
Al aska.

4:23:40 PM

SENATOR M CCICHE said that changes are painful to a lot of
people on every side and asked how he felt he was equipped to
face a statewide theatre in executing sonme of those changes.

MR. RUPRI GHT responded that those in elected office get used to
the slings and arrows of not naking everybody happy. In
negoti ati ng conprom ses, everyone pushes away from the table a
little hungry, but the job gets done.

SENATOR STOLTZE remarked that the general authority in the
nat ur al resource section of the constitution says the
| egi slature shall provide for the utilization, developnent and
conservation of all natural resources belonging to the state,
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including land and waters for the maxi num benefit of the people.
It has no reference to the Board of Fisheries. He asked what |ed
M. Rupright fromWasilla to this particular appointnent.

MR. RUPRI GHT answered that he put in his letter of intent to the
current admnistration thinking that his background in |aw,
mlitary and corrections would be wuseful to the state. He
received a call asking him to take this position and he
accepted. Fisheries is a major issue in Cook Inlet.

As for the authority of the legislature, he is famliar with the
State Constitution and Article 8, sections 15, 16 and 17 that
drive sustainability and the rights of the people. He has becone
famliar with Title 16, Chapter 43.

SENATOR STOLTZE asked who his constituency is when he sits on
t he CFEC.

VR. RUPRI GHT answered the CFEC is about the comrercial
fisheries. So, the first constituent he has to look at is the
sustainability and viability of the fisheries in the state. So,
the constituents are rather broad, everybody likes to eat fish
and seaf ood.

SENATOR STOLTZE said that M. Rupright acquitted hinmself very
well and he will vote for him

4:30: 53 PM
CHAIR d ESSEL opened public coment; finding none, she closed
public testinony.

Confirmation Hearing: Al aska Ol and Gas Conservati on Conmm Ssion

4:33: 24 PM

CHAIR GESSEL said the Alaska Ol and Gas Conservation
Conmi ssion (AOGCC) is in the Department of Adm nistration and
requires legislative confirmation. The term of office is six
years and there are three nmenbers appointed by the governor. One
menber shall be a petrol eum engi neer, who holds a certificate of
registration as an engineer wth a degree in petroleum
engi neering. That seat is filled currently. The second nenber is
a geologist who holds a certificate as a professional geol ogi st
and has a degree in geology. That seat is also filled. The open
seat is described as one nenber who shall have training or
experience that gives a person a fundanental understanding of
the oil and gas industry in the state.
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The function of the AOGCC is to regulate oil and gas drilling

devel opnment and production, reservoir depletion and netering
operations, to prohibit physical waste of hydrocarbons, protect
correlative rights of mneral interest owners and assure naxi mum
ultimate recovery of hydrocarbon resources, to admnister
Al aska's class 2 underground injection control program and
determine well categories under the Federal Natural Gas Policy
Act of 1978. The salary for this position is $137,000 a year -
the chair makes slightly nore at $142,000 a year (the chair is
al ready designated) - and becones a nenber of the Public
Enpl oyees Retirenent System (PERS).

She wel comed M. Gl lagher to el aborate on his resune’.

M CHAEL GALLAGHER, nomnee for the Alaska Ol and Gas
Conservation Conm ssion AOGCC, said the reason he is interested
in this position is to give back to the state. He knows the
i mportance of this conmission and felt that he could contribute
his know edge and experience in the industry. If confirned, he
| ooked forward to continuing to protect the public's interest in
exploration and developnent of Alaska's valuable oil, gas,
geot her mal resources through the application of practices
designed to ensure greater ultimate recovery and the protection
of health, safety, fresh ground water and the rights of al
owners to recover their share of the resource. He read a
statenent relating how Al aska had given nmuch to him and his
famly and how this is a chance to give back to the state.

MR. GALLAGHER said he has over 38 years of experience in the oi
and gas, civil and vertical construction industries. He has
spent over 19 years with the Laborers International Union of
North Anerica, Local 341, as a business agent, vice president,
president and business manager. He had negotiated bargaining
agreenents with other enployers and nanaged the day-to-day
busi ness operation of the local wunion. One of the duties was
being trustee of a $560 nmillion pension plan and $14 nillion
health and welfare plan. In that position he was involved in
many judicial hearings. The Board of Trustees was responsible
for conducting appeal hearings for the trust. Wile hearing the
appeals they were to look at the facts and evidence that was
presented to them and nake a decision based on the facts and
evi dence, and according to the plan docunent.

4:36:57 PM

SENATOR M CCI CHE asked if he had specific training or experience
in any of the AOGCC areas of petroleum geol ogy, engineering,
drilling and well operations and oil and gas |aw.
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MR. GALLAGHER answered no for petrol eum geol ogy and engi neeri ng,
but as a trustee of a pension plan and through other neans he
has had experience in the judicial process on issues relating to
appeal s of people that have probl ens.

SENATOR M CCI CHE asked if he had any "down-hol e experience."”
MR. GALLAGHER answer ed no.

4:38: 36 PM

SENATOR M CCICHE said this is a very inportant position. The
state revenue and the conservation of the state's oil and gas
resources largely depends on the work of this conm ssion and
asked how he would specifically tie his life experience to that
of the job description of an AOGCC comnm ssi oner.

MR. GALLAGHER answered over the |ast 35-40 years he was invol ved
in way or another with developnent in Al aska, including oil and
gas. He knows how inportant it is and he is a very pro-
devel opnment person. He has represented people in the oil and gas
industry and felt that after retiring several years ago he
wanted to help with nore developnent to make sure that it is
done right and safely. He has two wonderful kids and hopefully
sonmeday he wll have grandkids that he hoped would be able to
work in the industry, too.

4:40: 26 PM

SENATOR M CCI CHE asked if he had been on a drilling rig during a
subsurface safety value test and if he understood the technol ogy
around those tests.

MR. GALLAGHER answered no he hadn't, but he has plans to visit a
drill rig next week on the Kenai.

SENATOR M CCICHE noted that he had a |lot of ©pipeline
construction and mmi ntenance experience, but the AOGCC doesn't
have a role in any of those.

MR, GALLAGHER affirned that statenent.

SENATOR W ELECHOWSKI asked how many staff work for the AOGCC

MR. GALLAGHER answered about 29 total staff: 2 geologist, 6

engineers, 7 field inspectors, several I|IT people, several data
managenent people and administrative staff. Wile he had been
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there only a short tinme and had jury duty for sone of it and a
board neeting, he could tell the AOGCC staff is very efficient.

SENATOR W ELECHOMSKI said M. @Gallagher is an at-|arge nenber of
the commi ssion and asked if he felt he could get adequate advice
or answers to his questions.

MR. GALLAGHER replied that he felt very confident that the
comm ssion had the technical expertise and he could understand
and read blueprints very well. He has reviewed and understands
devel opment plans and feels <confortable reviewing those,
al though he has sonme to learn on the down-hole process. He has
al ways had challenges in his |ife and has always been very
successful in working into very good positions.

4:44: 44 PM
CHAIR G ESSEL asked if he has a coll ege degree.

MR GALLAGHER answered no

CHAIR GESSEL said he signed the commission's decision on
January 26 related to a ConocoPhillips matter and asked him to
explain how he arrived at that decision and his |evel of confort
in signing that decision.

MR. CGALLAGHER answered that he would have to look at the
specific decision she was referring to, but when he first
started, he net with the other two comm ssioners who said they
just wanted to "throw him into" reviewing the permts, and he
has reviewed quite a few since then. He read the permt and
asked questions of the appropriate technical staff. He always
asks the engineers if they saw any issues.

CHAIR QESSEL said a significant anount of confidenti al
information comes before the AOGCC and asked his thoughts on
signing confidentiality agreenents.

MR. GALLAGHER replied that statutes and regul ations provide for
confidentiality and he supported that.

CHAIR G ESSEL asked if he would have any reluctance to sign a
confidentiality agreenent.

MR GALLAGHER answered no

SENATOR M CCICHE said he asks questions that are sort of the
norm for who they typically put on the boards for the |evel of

SENATE RES COW TTEE - 18- February 9, 2015



expertise required to do the job well. In this case the norm has
been people wth decades of direct oil and gas down-hole,
custody transfer, safety valve testing experience, and he was a
bit concerned in this case with M. @Gllagher's lack of
experience in those areas. The AOGCC is an understaffed and
extrenely busy organization; they nmake sure that Al aska' s oil
and gas reserves are produced as efficiently and safely as
possi bl e and even though he may be the quickest |earner on the
pl anet, he wasn't sure that it was the right role for training.

MR. GALLAGHER responded that he had been in this industry for
quite a few years and definitely qualifies under the statute. He
has used the technical staff already and felt "very confident”
that he is qualified for the position.

4:50: 16 PM

SENATOR W ELECHOWEKI rem nded the commttee that former Governor
Sarah Palin was appointed to the AOGCC and nade chair, and she
didn't have any down-hol e experience.

CHAI R G ESSEL al so pointed out that the descriptor for this seat
was changed in 2007 to include training or experience that gives
an applicant a fundanmental understanding of the oil and gas
industry in the state. The purpose of that change was to
actually appoint people wth that fundanmental understanding
rather than sinply an interest in the industry.

CHAIR d ESSEL opened public coment; finding none, she closed
it.

CHAIR G ESSEL concluded saying in accordance with AS 39.05. 080
the Resources Comrittee reviewed the followng and recomends
the appointnments be forwarded to a joint session for
consideration: Verne Rupright and Ben Brown for the Comrercia
Fisheries Entry Comm ssion (CFEC) and M chael Gallagher to the
Alaska G| and Gas Conservation Comm ssion (AOGCC). This does
not reflect an intent by any of the nenbers to vote for or
agai nst the confirmation of the individuals during any further
sessi ons.

4:52:32 PM

Finding no further business to cone before the commttee Chair
G essel adjourned the Senate Resources Conmittee neeting at 4:53
p. m
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