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Anchor age, Al aska

POSI TI ON STATEMENT:  Supported both appointnments of Dan Seanpunt
and Hollis French to the Alaska GOl and Gas Conservation
Comm ssi on ( AOGCC) .

ACTI ON NARRATI VE

3:30: 33 PM

CHAIR CATHY GQESSEL called the Senate Resources Standing
Commttee neeting to order at 3:30 p.m Present at the call to
order were Senators Coghill, Hughes, von Imhof, and Chair
G essel .

Confirnmati on Hearings:
Al aska O | and Gas Conservation Conmm ssion (AOGCO)

3:31: 05 PM

CHAIR G ESSEL announced the confirmation hearings for the
appointnent to the Alaska Q1 and Gas Conservation Comm ssion
(AOGCC) of former State Senator Hollis French and the
reappoi ntment of Dan Seanmount. She said the (AOSCC) is Al aska's
gat ekeeper and chief regul at or of Al aska' s hydr ocar bon
resources. They have a constitutional mandate to nmaximze the
state's resources for the maxi num benefit of its people. It is
part of the hamers the state has in its tool box to insure
conpliance with that nandate.

SENATOR MEYER j oi ned the conmitt ee.

CHAIR G ESSEL continued that AOGCC has three nenbers: one seat
for a petroleum engineer, one seat for a petroleum geol ogi st,
and one seat for a public nenber that preferably has sone
background know edge of the regulated industry. She invited
former Senator French to come forward saying he was well known
to this conmttee. He would be filling the public nenber seat,
which until he was appointed on July 20, 2016, was vacant for
over a year. That vacant seat lead to sonme serious quorum
i ssues, which this commttee heard about during the |ast year.

3:32: 29 PM

HOLLIS FRENCH, Appointee, Alaska Ol and Gas Conservation
Comm ssi on, Anchorage, Alaska, said he would take a couple of
mnutes to tell them about his oil field background before the
commttee discusses his appointnent. He noved to Al aska in 1978
and was hired in 1979 as a bull cook on an oil rig, Shell
Platform A, in Cook Inlet. He worked there for the next five
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years. After eight nonths of washing pots and pans he was
pronoted to a roustabout. That is pretty unusual, as nost people
start as roustabout, but he had to actually work his way up from
bel ow that. As a roustabout you chip paint, nmop floors, work on
the business end of the crane; you strap |oads, |oad the boat,
and unl oad the boat; you swing a sledge hamer; you craw in the
vessels and do whatever you are told to do. He did that for
ei ght nont hs.

In 1980, Shell Q1 Conpany decided to hire and train himto be a
utility man, which is essentially an operator in training, and
eventually he becane a production operator. Operators are
responsible for the flow of oil and gas out of the well, for
separating that oil and gas, and the water, as well, ship the
clean oil to shore, reinject the gas for gas lift, and reinject
the water for water fl ood.

He worked there until 1984 when he was hired by ARCO at Kuparuk
when it was still a new field. SPF-2 had not started up yet and
SPF-1 was in notion. He was hired for SPF-2, but put to work on
SPF-1 and after that SPF-3. It was the second largest oil field
in North Anerican at the time. ARCO was a great conmpany to work
for; they had a very aggressive training programin place and he
was mnoved through all the positions of the plant from gas
handling to oil separation. They had a water flood system and
power generation. They had a topping plant where they nmade
diesel, a waste injection plant, and drill sites where the wells
were located. That is probably the first tine he encountered an
Al aska O | and Gas Conservation Commi ssion (AOGCC) enpl oyee, the
i nspectors who cane out to nmake sure that their surface and
subsurface safety valves would actuate when they were required
to do so.

Eventually he landed in the board room which is the control
room when CPF-1 was the oil novenents coordinator for the
Kuparuk field. So, he was constantly in contact with CPF-2 and
CPF-3, as well as the TransAl aska Pipeline System (TAPS). Wen
TAPS had a slowdown he would slow down their production. Then
they built two enornous so-called divert tanks, so they could
keep their flow going 100 percent to those divert tanks when
TAPS had a sl owdown and then once TAPS was back up to speed they
could slip that oil back into the line and keep their nunbers up
as high as possible.

MR. FRENCH said the sole function of a production operator is to

maxi m ze production. Wen the bosses would walk in they would
| ook at the board and the lights and want to see everything at
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105 percent. That was their goal and they did a pretty good job
in producing over 300,000 barrels of oil a day in the Kuparuk
field.

3:35:42 PM

Eventually, he decided to take oil field earnings and go to |aw
school, then went into public service by becom ng a prosecuting
attorney. Then he was elected to the legislature. He closed by
saying that both of those jobs nade him realize that he enjoys
public service. This position on the AOGCC is another aspect of
that and it feels like a good fit in conbination with his
earlier oil field experience. He likes the job; it's a smal
agency, but for three nmenbers they do a | ot of inportant work.

3:36: 23 PM

CHAIR G ESSEL drew nenbers' attention to the fact sheet about
the Alaska G| and Gas Conservation Comm ssion (AOCGCC). The | ast
sentence after the l|ast senicolon says, "and one nenber who
shall have training or experience that gives the person a
fundanmental understanding of the oil and gas industry in the
state.” The final caveat was added to statute in 2004 or so when
the public nenber had no experience in the industry. That proved
to be a concern to legislators. She appreciated Senator French
el aborating on his experience in the oil industry. She noted he
had already been serving on the commssion for six or seven
nont hs.

SENATOR COGHI LL thanked M. French for serving and added that is
a good fit for him He asked how he sees the advocacy he had in
the legislature fit into his role as a conm ssioner.

3:38:41 PM

MR. FRENCH answered that one of the benefits of the job is that
it is strictly bound by statute: the black and white | aws passed
by this legislature. The regulations that have been pronul gated
by the agency define his job, and he spends a lot of tine
reading them Sonme of them are specific and sone are nore
broadl y phil osophical, but those are his "conmandnents.” His job
through the agency is to protect the public interest in the
exploration and devel opnent of Alaska's valuable oil, gas, and
geot hermal resources through the application of conservation
practices that are designed to ensure the greater ultinate
recovery of the resource and to protect health, safety, fresh
ground waters, and the rights of every owner to extract their
share of the resource.
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One of the things comm ssioners have to keep in mnd, M. French
said, is that they can from time-to-tinme adjudicate disputes
between two oil conpanies who have | eases butting up against one
another. One of the nore interesting words he has cone across in
the oil and gas industry is that oil and gas are "fugacious,"
whi ch nmeans they nove around underground unpredictably. It was
first used in the 20s and 30s to describe oil and gas hel ping
regulators get a handle on this wunusual property of this
material. If you think of a l|lease being a square, it has
happened in the past that owners of this lease would drill right
al ong the edge, so they would be able to extract not only their
oil and gas, but the oil and gas of the guy next to them For
that reason nost oil |eases come with spacing requirenents of
500 feet. The real point is that they are bound by statute that
confine themto their mssion. There is no room outside of that.

SENATOR COGHI LL said because of the work he has done wth
Senator French he has the greatest confidence that is exactly
where he wll go. Water managenent is of growing concern in
Al aska, especially with nore lateral drilling and fracking and
he asked how the AOGCC |ooks at that elenent as a nanagenent
i ssue.

MR. FRENCH replied that the AOGCC has a small but incredibly
talented engineering staff that makes sure every well bore is
wel | engi neer ed, construct ed, and tested for nmechani cal
integrity. He said part of Senator Coghill's concern probably
arises from the fracking controversy. They take place mles
underground and in a safe formation, but all that fluid cones
back to the surface and nust be disposed of in a separate well.
Di sposal has been a problem in other states, because of their
hi gh-volune wells with enornous anmounts of water being injected
in single places. It can cause sonme snmall slippages. Al aska
doesn't have that problem we don't have the sane geol ogy here
and we don't have the sane nunmber of wells to handle the water
from He said Alaska probably issues fracking permts "in the
dozens" every year, whereas in North Dakota and Texas it can be
in the hundreds or thousands of wells. Alaska just hasn't had
that enornous volunme of water disposal to cause a problem CQur
disposal wells are well engineered, tested for mechanical
integrity, and are putting the water so deep in the earth that
it's never going to flow back up to a fresh water source.

SENATOR COGHILL said he appreciated that and that he wants to

stay ahead of any disinformation that m ght conme through Al aska.
He asked how nmany staff the AOGCC has.
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MR. FRENCH answered that the agency has about 30 enployees
total: three commi ssioners, about six engineers and geol ogists,
eight field inspectors who work North Slope-type shifts to | ook
at the wells and valves, a couple of IT people, and support
staff.

3:44: 14 PM
SENATOR COGHI LL asked how information flows between staff and
t he conmm ssi oners.

MR. FRENCH answered that Conmm ssioner Seanount has worked many
years with the agency and has seen many ups and downs in its
functi oni ng, but he credits Comm ssi oner Foer ster W th
establishing a "highly efficient and | ow drama" work environnent
that is extrenely collaborative. And then there are sort of
senior engineers and inspectors who can provide historical
perspective for guidance. Sonetines the conversations are
extrenely technical and way over his head and he listens, and
gets the picture. But he relies on his co-comm ssioners and
staff to help guide him Sonetines it's nore of a policy
guesti on.

For exanple, they have out for notice and comrent a regulation
that would help publicize and make available to the public
fracking permts when they cone to the agency 10 days before
they issue the permt. This week they were inundated with people
who think it should be a 30-day notice and comment period. And
that is a policy call they will reach at sonme point. He wasn't
sure what the right answer is between 10 and 30, but they are
consci ous of not holding up industry. The reason for picking 10
days is that is about how long it takes to process a permt, and
they don't want to be in the position of saying oh, you' ve got
to wait another 10 days while a few nobre coments come in on
your permt.

MR. FRENCH explained that he reviewed a fracking permt earlier
in the week that took about an hour. It mght take soneone el se
two hours to review it, but after that, you're going to know
where it is and have an idea of what is happening. If you are
for it, you say so. Probably nost of the coments would be
against it, and that kind of policy call has no exact right
answer, but you can see how they are thinking.

3:46: 50 PM

CHAIR G ESSEL comented that his colleagues, the other two
conmmi ssioners, speak very highly of M. French's work with them
over the past few nonths that he has been a very quick study and
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they really enjoy working with him That gives her a l|ot of
confort and gives hima lot of credibility in her eyes.

MR. FRENCH said he appreciated that. He wanted to close by
maki ng a couple of points. A question cane up earlier in a House
Resources Conmttee that it shed light on how conmm ssion works.
Bef ore he cane down he got a list of all the permts the Al aska
O 1 and Gas Conservation Conm ssion (AOGCC) had granted since he
cane to work. It was about 100 well permts and about 300
wor kover permits. One of the commttee nenbers said, "Aha, but
how many have you denied?" The answer is none, and that is
because the conpanies that work in Alaska know what their
business is about. Wien they fill all the boxes in the Al aska
O 1 and Gas Conservation Comm ssion (AOGCC) checklist, they are
issued a permt. It's not up to his discretion. The statute says
they "shall" issue a permt if all those steps are done. They
would be in Superior Court getting their hands slapped by a
j udge very soon after acting arbitrarily or capriciously.

Lastly, M. French said that he nmet wth an executive from
Hi | corp on Wednesday who said he could tell the conmittee they
are supporting his confirmation.

3:48: 46 PM

CHAIR G ESSEL asked him to stay and said that she would take
public testinmony after they hear from Conm ssioner Seanount.
Comm ssi oner Seanobunt had been serving since 2000 when he was
first appointed by Governor Tony Know es. He hol ds the geol ogi st
seat on the conmission. He is a professional geol ogi st under AS
08.02.011 and has a mninmum of 10 years of professional
experience in the field of petroleum geology. She invited him
f orward.

3:49: 35 PM

DAN SEAMOUNT, re-appointee, Alaska Ol and Gas Conservation
Conmi ssion (AOGCC), Anchorage, Al aska, said he would respond to
any questions or concerns they had about his confirmation for
the third tine to the Alaska G| and Gas Conservati on Conm ssion
(AOGCC). He noted his resune in their packets. First, he had
been comm ssioner for the Alaska Ol and Gas Conservation
Comm ssion (AOCGCC) for the past 17 years, which is nore than 30
percent of the tinme the agency has been in existence; it beats
Tom Marshall's record. He explained that Tom Mrshall is why
Al askans all get PFD checks and why it has Prudhoe Bay and
Kuparuk. He is the one who picked the land for state selection;
it was called Marshall's Folly at the time. That is why Al aska
has been rich and will be rich in the future.
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MR. SEAMOUNT said the normal tinme that a commssioner is
comm ssioner at Alaska GOl and Gas Conservation Conm ssion
(AOGCC) is 2-4 years and he has been there 17 years. He has
worked with 10 other AOGCC conmi ssioners and represented five
governors with the Interstate G| and Gas Conpact Comm ssion.

He said he found this job is very exciting, challenging and
fulfilling. And he would like to continue that for another six
years with the best staff he has ever worked with. Every single
one of the 30-plus staff is doing his job.

When Comm ssioner French started, it was his job to bring him
along, and after a few days he found out that he gets it. He
doesn't have to train him anynore. The conmm ssion is running
snmoothly right now with a full comm ssion. He has been invol ved
in nore than 124 public hearings, issues over 3,500 drilling
permts, 17,000 well work over operations, and hundreds of major
deci sions. Before he showed up, the comm ssion had done naybe
five penalties, but since he has been there they have done 27
civil penalties and 137 enforcenent actions. The reason there
are nore penalties and enforcenent actions now are because
Al aska has a |lot of new operators. They cone from other areas
and Alaska has stringent regulations and they need to be
educated. The nost inportant part of educating themis when they
do violate a regulation or statute, they tell them what they did
wong and you wite out a plan on how it's not going to happen
again. That is nore inportant that the dollar anmount of the
fines.

MR. SEAMOUNT said he is surprised that he is still wth the
commi ssion, but new challenges cone along all the tinme and he
can never predict what they are going to be. It keeps his brain
from atrophying. Wile he has been in the industry he has
interacted with government agencies in five states on simlar
i ssues the AOGCC addresses. He has 25 years of Al aska experience

directly related to the oil and gas industry. He worked
underground operations wth production, drilling, reservoir
engi neers, for nost of his career, and these will all contribute

to hel ping do a good job of pronoting conservation and efficient
production of Alaska's oil and natural gas. He also has 20 years
of outside experience in the Rocky Muntains, Texas, Md-
continent, California, Kazakhstan, and Al aska.

3:57: 03 PM
He said Al aska has 20-plus basins, which have oil and gas
potential, and only two basins are producing now. Twenty nore
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are left that haven't even been touched. A trenendous anount of
oil is left and announcenents of three nmjor discoveries; two
are discoveries and a third needs to be tested, but it |[|ooks
pretty good, too. It makes him think that Alaska has a great
future. He said it takes 11.5 years to get a new field going.

3:59:10 PM

SENATOR COGHI LL asked what surprises he saw comng in
exploration other than explaining the challenges of Al aska to
t he new pl ayers.

MR. SEAMOUNT answered that the explorers coming into the state
are spending a lot of noney and hiring good staff. AOGCC is not
a consulting agency - they don't tell them how to drill or set
pipe - and very rarely denies a pernit, because when a permt is
submtted and Alaska G| and Gas Conservation Comm ssion (AOGCC)
staff sees it's not conpliant they tell the conpany to go back
home and make it conpliant. They go back and forth so that by
the tinme it gets to the commssioners it's alnost always
conpliant.

One new discovery in the Pikka Unit has been sitting between the
two biggest oil fields in the country for 60 years; no one found
it. Alaska Q1 and Gas Conservation Comm ssion (AOCGCC)'s own
geol ogi sts have mapped it and think it's bigger than announced.

SENATOR COGHI LL asked what sone of the new winkles are com ng
in terns of new technologies' conpatibility wth existing
regul ati ons.

MR. SEAMOUNT said technology is noving so fast these days that
it's hard to predict and their regulations are being nodified
just to keep up with it. A lot of new people are comng into the
state and stirring up the locals especially wth the fracking
i ssue, which incidentally has been around since 1947. He has had
hundreds of wells fracked and never had a problem except one
time when a high-pressure hose got away from them and started
whi ppi ng around the |ocation. His assistant just happened to be
a sem -professional tennis player and was playing junp rope wth
it.

Some people conme into the state saying that fracking is going to
kill local kids and all kinds of bad outconmes, but he responds
that it's his job to nmake sure that what they do is safe. He has
asked for any information they may have, but he hasn't seen any
yet.
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4:03:31 PM
SENATOR COCGHILL comented that the depth and coldness of the
ground up there probably is hel pful for fracking.

MR. SEAMONT said that was correct and added that the North Sl ope
has no real fresh water weither, because it's all frozen
Fracking up there is not the issue it is down south and not the
i ssue that the outsiders have stirred it up to be.

CHAIR G ESSEL renarked that last year or so the conm ssion
rewote the fracking regul ati ons.

MR. SEAMOUNT said that happened in 2014 and now sonme new
regul ations are comng up to make the process nore transparent.

4:05: 20 PM
CHAIR G ESSEL asked him if the leaking gas pipeline in Cook
Inlet falls under AOGCC jurisdiction.

MR. SEAMOUNT said the quorum says it does not, because nmainly
the gas has already been bought and paid for, and it is now in
t he hands of the Departnent of Environnmental Conservation (DEC)
and the Coast Guard. That said, the discussion was one of the
guestions with differences anong the staff in his nenory, and
there was discussion of bringing in the attorney from the
Department of Law (DQL).

CHAI R G ESSEL t hanked him for his service and finding no further
guestions, opened public conment.

4. 06: 38 PM

DAVE HANSON, representing hinmself, Anchorage, Al aska, said he
wor ked under Governor Hammond in charge of land selections and
conpleted selections of 40 mllion acres of state |and. Later he
was the state's |obbyist in Wshington, D.C, on the Al aska
National Interest Lands Conservation Act (ANILCA). Sone of the
many public positions he has held are serving for four years as
vice chair of the Al aska Local Boundary Conm ssion, another
quasi -judicial body, such as the G| and Gas Comm ssion, and for
the past 20 years he has had his own business providing neutra
public hearing officer facilitation services to controversial
projects such as the Juneau road, the bridge to nowhere, the
Anchorage Coastal Trail, and the Cooper Landing Road. He shared
the follow ng three points:

1. In reference to comments from Senator Coghill and
Comm ssi oner Seanount, he has several friends who have
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been in the industry as drillers

and welders and
worked both in the Dakotas and Al aska,

and they have

uniformy said they cannot believe how nuch better
gquality control Alaska has and how nuch nore serious
the industry is about doing things right here. And he
t hi nks that is partially a conplinent to this

conmi ssi on.

2. The AOGCC has a great reputation and integrity.

This is a tribute to Comm ssioners
Seanpbunt. Conmi ssi oner Seanpunt shoul d,

reconfirned.

3. He supports the confirmation of M.

Foerster and
of course, be

French. Though

he doesn't know him personally, his background of 12

years of working in the oil industry,

being a trained

attorney, working through the attorney general's
office, and 12 years in the legislature definitely
qualify himto neet a fundanmental understanding of the

oil and gas industry in the state.
public reputation for a high |level of

He also has a

integrity. It is

fortunate that a person with his skills background and
interest and concern for Alaska is willing to serve in

this position.

CHAIR GESSEL, finding no further coments, closed public
testinmony. Finding no further questions, she read the conmttee

report as foll ows:

In accordance wth AS 39.05. 080,

Commttee reviewed the follow ng and

the Resources
reconrmends the

appointnments be forwarded to a joint session for
consi derati on: Ol and Gas Conservation Conm ssion:

Hollis French and Dan Seanount.

This does not reflect an intent by any of the nmenbers
to vote for or against the confirmation of the
i ndi viduals during any further sessions. The committee

signed the committee report docunent.
4:11: 07 PM

CHAI R G ESSEL, finding no further business,
Resources Committee neeting at 4:11 p. m
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