GOVERNING BOARD MEETING
OREGON DEPARTMENT OF GEOLOGY & MINERAL INDUSTRIES

 

TUESDAY, MAY 3, 2005
 

STATE OFFICE BUILDING, PORTLAND OREGON
 

( 1)  Call to Order

Chair William Elliott called the meeting to order at 8:35 a.m.

 

( 2)  Introductions

Board members Don Haagensen, Barbara Seymour, Vera Simonton and Steve Macnab introduced themselves. Staff members from Portland were Vicki McConnell, Don Lewis, Kate Halstead, Charles Kirby, Yumei Wang, and James Roddey; and from the Albany office Gary Lynch and Bob Houston.

 


Present in the audience were staff members:

Ian Madin and Clark Niewendorp, Portland office



Don Seymour, husband of board member



Larry Tuttle, Center for Environmental Equity



Bob Fujimoto, U.S. Forest Service



Alan Niem, Pacific Northwest Geology

Steve Pappajohn, Tom Kerestes, John Carlson, Loran Wiese, and Tom Deacon of Methane Energy Corporation

Peggy Halferty, Environmental Partners, consultant to Methane Energy Corp.

Ron Ranger, The Frontier Group, consultant to Methane Energy Corp.

( 3)  Approval of Minutes from February 9, 2005 meeting in Salem 
 

       MOTION:  Haagensen moved and Simonton seconded that the minutes be approved with the following corrections: line 108 should read "McConnell concurred  . . ." (instead of seconded), and on line 68-69, it should read " . . . .  give DOGAMI authority to draft rules . . . ." rather than adopt rules. [Upon review of the February 9, 2005 transcript, the word 'adopt' was stated by Seymour in the motion. A sentence will be included in the minutes to address this]. 

 

Motion passed unanimously.

 

( 4)  Governing Board Business

Upcoming Board membership.  Elliott polled the 3 board members whose terms end at the end of 2005, and each (Haagensen, Seymour and Elliott) are willing to serve again, at the pleasure of the Governor. The issue of the timing of 3 board members 'retiring' from the board at the same time (in 4 years) could be very problematic for the agency, so Lynch suggested looking into staggering these terms or extending one of the current member terms so as to avoid the potential for leaving the agency with only 2 board members (in effect, no board!). McConnell said she will take this issue up with Nancy Goss-Duran, the Governor's executive appointments secretary, to see if anything can be done to stagger terms.

 

 

(5)  Agency Staffing Update

Don Lewis said currently there are 3 limited duration staff in Program I. A 1-year extension of their 1-year terms is being requested because the work continues and these staff are needed for the agency to meet its contracted work. Interviews are being held this week for the vacant coastal geologist position.


A staff reallocation plan has been submitted to Salem to address needed skills related to the increasing use of digital technologies at DOGAMI. These changes will result in some classification changes at a zero net financial cost. Because of new procedures for position reclasses, Lewis said DOGAMI, like many other agencies, is stuck in a holding pattern regarding the foregoing, so a 'Plan B' is being considered. Possibly the existing vacant positions will have to be filled, even though they are obsolete and don't meet agency needs. He said DEQ has been stuck in a similar reclass nirvana for over a year now. Lewis said because this bottleneck impacts over 10% of staff, the situation has been appealed because of the havoc it creates in the agency. 


McConnell said she has spoken to Representative Morgan, Co-chair of the Natural Resource Ways & Means subcommittee, and asked her to talk with LFO and get back to us. Being caught in the middle of the budget session, McConnell suspects that adds a layer of complexity to this whole process. 


McConnell added that Don Lewis’s six month trial period is over, it is her recommendation that Don become permanent staff.

 

 

( 6)  Agency Legislative Update

Lynch discussed the 3 MLRR bills. HB 2119 has been to the Senate floor, and will pass with the 'dash one' amendments previously discussed at the last Board meeting. Regarding HB 2120, he said the aggregate industry is proposing to increase the amount of fees, from what MLRR estimated to be $40,000 to $70,000, to $240,000 to $270,000. Lynch the industry is not paying for the program, and it is a case of increasing fees or making cuts to the program. Final details are yet to be worked out: there are 400 permits that produce less than 10,000 yards/year which are being shouldered by some 300 permittees (not represented by OCAPA) who don't produce anything. Relief for the small operators needs to happen, and that fact is understood by the larger industry operators. Lynch speculated on a base fee of $600, which is lower than what the current bill proposes, giving some significant relief to the smaller operators. Also, he said going to ¾ of 1 cent to 1 cent per ton on production, with the base fee, would put MLRR into the $240-$270,000 area. He said it's interesting that the more the base is lowered, the more the wave is amplified: good years are very good and bad years are very bad. A way is being sought to even that out, and also find a way when there are good years to set money aside to compensate for bad years. The bill can be amended before Ways & Means. A discussion followed about funding, surpluses, projections and sheltering fees so they can't be raided. 


Lynch next discussed HB 2121, the enforcement bill. He said there were some structural changes that occurred to the bill and definitions were moved into one area to avoid a contradiction. They found out they were supposed to be applying chemical processing rules to all permits, including aggregate. One provision in the bill is very problematic and now has the bill in jeopardy, that being that there is a criminal penalty that reads that if one is working without a permit and it is 'knowing and reckless' you basically can go to jail for a year. That is not an atypical environmental piece of enforcement, but Lynch said it is certainly atypical for the way MLRR has done things in the past, and it is not in there. There will be a hearing in the next week on that issue. He suspects that there either will be compromises, or the bill will fail. 


Haagensen wanted to know if MLRR is going to do an emergency provision and could a simple rule change be done. Lynch said this discussion was started in the hearing the previous week, but the language to implement these fees will be very simple – a one liner. Also, MLRR has talked with industry about getting a provision allowing the agency to raise or lower fees by 10%, via rule. Lynch said he'd hope rules could be used as Haagensen described to build in flexibility and also to avoid the past lag of fee collection. He understands that the agency could do a temporary rule anytime, with the authority of the Board, which would allow the agency to say 'henceforth the fees will be what the statute says'. Haagensen added that when the substantive changes are done for all 3 bills, if they pass, then the 10% fee(s) can be put into the rule. 


This issue was tabled by the Chair until Larry Knudsen can be consulted later in the meeting.


McConnell discussed SB 79, which updates language in the existing seismic safety statutes. This bill has gone through the Senate and has been referred to the House Environmental committee. She does not see any problem with this bill. 

There are four other bills that could have a fiscal impact on DOGAMI. They are SB 2, 3, 4 and 5, seismic upgrade bills coming out of the OSSPAC task force last year. SB 2 and 3 recommend the agency go forth and collect and compile the needs assessment on all the public schools and safety buildings for the seismic upgrades. SB 4 and 5 would enable the legislation to establish the G.O. bonds to pay for the upgrades. McConnell said there is tremendous fiscal impact to the agency – about a $1.3 to $1.5 million price tag for the needs assessment and partial administering of the grants. Senator Courtney's office will be sitting on it in Ways and Means until all the political issues between the Senate and House are sorted out. 

 

 

( 7)  Agency Budget Update
a. a.     2003-2005 Biennium Update and Ending Balance Forecast. Kirby indicated that this type of estimate is very hard to make, especially so close to the end of the biennium. Over $200,000 have been spent on LDs and temps this biennium due to retirements and contracted work, but money was saved in the long run in salary savings. The previous cushion the agency could depend on (granted by DAS) is no longer there due to cost cutting. Kirby thinks every other state agency is going through the same scenario because all ending balances were 'taken' last biennium. He discussed various aspects of the budget sheet with the Board. The total ending balance for Program 1 will be about $150,000, with an agency-wide ending balance of about $64,245. The current cash balance is very low, awaiting receivables to become liquidated so there is more cash. 


b.  2005-2007 Budget Request Status.  McConnell summarized the agency budget hearings and testimony on behalf of the agency. There was considerable discussion about the fee increase bill the last time around and what is being requested this time. She said essentially the subcommittee told DOGAMI to figure how much it costs to pay for this program, and to sit down with industry and come up with a bill that will cover costs so the agency doesn't come back every couple of years asking for another fee increase. That is being done and that is why the agency is following a path to amend the fee restructure in HB 2120. 


McConnell said an extra meeting occurred during the budget hearings where the budget subcommittee had an informal session at which they reprioritized the agency list based on new criteria they set themselves. The criteria were Public Safety and Economic Development. The agency was not invited to comment on this, but was there just to give information. Their list puts the Coastal Field Office first, MLRR second, Geohazards third, and mapping fourth, with the rest left as they were. 

A sidebar conversation has been going on, including several meetings with Rep. Susan Morgan and individual meetings with Sen. Schrader, and it is in the Senate's recommended budget, that the agency would be eliminated and Program 2 would go to DEQ and Program 1 to the University system. This is not, however, in the House's recommended budget, and they have not come to a compromise. The House sub-committee will insert, in either the DEQ or DOGAMI work session, a budget note requiring that all Natural Resource agencies that have any type of regulatory oversight for environmental, water issues or aggregate permitting, to assemble a task force to evaluate the whole regulatory system and come back to the legislature with recommendations for possible streamlining or changing of the permitting model. McConnell said our discussion with this was, 'please, let's not do anything as a knee jerk; let's look at all the issues out there that need regulatory streamlining, work with the Governor's Office, come back with some thoughtful recommendations and not do something that we're going to have to try to fix again in a couple of years.' The Senate wants to make changes as to how government is run and feels strongly about what government should or should not be involved in. 
 

 

( 8)  Observations from Sumatra Earthquake and Tsunami and the Relevance to Oregon

Yumei Wang, DOGAMI Geotech Engineer, went to Thailand as part of an ASCE team to observe some of the destruction occurring as a result of the earthquake and tsunami, and presented her findings in a PowerPoint presentation. She reminded everyone that one of the biggest threats to Oregon is the magnitude 9 earthquake that could occur right offshore along the Cascadia Subduction Zone, drawing parallels between the Sumatra event and the potential here in Oregon for such an event. Having adequate warning systems, emergency management teams and working lifelines in place to deal with a catastrophe are vital, as is personal planning by residents who may not be able to count on help arriving for several days. She stressed that knowing what to do when a tsunami warning is issued is extremely important. 


Wang said geologists and engineers learn the same lessons again and again after such terrible events – the main one being that education is vitally important. Spending money in that area is a wise use of funding. Constructing buildings out of harm's way is also important, as is shoring up certain vulnerable ones. She said shaking from an earthquake can last from 7 to 10 minutes. Among other recommendations made by Ms. Wang is an in-depth tsunami risk assessment study.


A Q&A session followed, with good discussion about this area of study and interest.

 

 

( 9)  Coos Bay Coal Bed Methane Project

Steve Pappajohn, President of Methane Energy (M.E.), gave a PowerPoint presentation to the Board. He said methane is an unconventional natural gas resource found in bituminous coal, and the Coos Bay field is in the Coaledo Formation. There is good mapping and data reporting on this area, much of which has been done by DOGAMI, and has been a tremendous help in exploration. Five information holes have been drilled to several thousand feet, and the data are being studied to see how much gas is associated with the coal. He said the coals, for their rank, are as good as any in the U.S. Pappajohn then gave an overview of the production process for methane and discussed various aspects necessary for successful drilling in this area. He believes that there is over one trillion cu. ft. of natural gas in the ground in Coos County. 


Working with Bob Houston, Methane Energy will be applying to DOGAMI to drill test wells. Depending on the data they obtain, M.E. will come back to the Board to make recommendations on proceeding from there. 


Haagensen asked Pappajohn if he thought the agency statutes and rules work for M.E.'s process. The answer was that the statutes are very good, but because methane is an unconventional resource, it requires some changes and some things which aren't in the 'regs'. Lynch said so far M.E. has been great in augmenting the cost of regulation, but MLRR doesn't have rules to anticipate such regulation. Currently it is a balancing act as to whether DOGAMI can give M.E. the regulatory service they need and make sure the aggregate industry doesn't pay for it. 

Houston asked about development of wells, and was told that about 100 wells, to be developed over the next 5-6 years, would be a reasonable estimate. Pappajohn added that they will be looking at underground injection of produced water as a method of disposal. DEQ permits for handling water before exploration have been already secured. 

Haagensen suggested that in going forward with their lawyers, looking at statutes and rules, etc., that through statutory change or MOUs, Methane Energy can streamline things with the various state agencies which will have jurisdication over this process. 


Progress reports will keep the board informed of M.E.'s activities.

 

(10)  Regulatory Issues
Winston Landslide Update.  Lynch said the railroad recently got a temporary restraining order against any activities. Sundance Rock will have a hearing for injunctive relief on May 18th, which means nothing can happen down there. McConnell added that she had read the complete geotech report written for the railroad, which commented on geologic, geographic and permitting factors leading up to the slide. Knudsen said this is a situation where one has to distinguish between might the agency be sued, which is probably yes, and whether or not the agency has substantial liability, which he thinks is no. A tort claim has been filed against the agency by the railroad. Knudsen suggested that at the next board meeting, an executive session could be held to discuss this issue in more detail. 


Coos Bay Methane.  Houston discussed what the agency can expect to do for the initial development of a possible gas discovery in Coos Bay. Any drilling in that area currently is classified as a 'wildcat well' where gas hasn't been discovered yet. Until commercial quality gas is discovered, the gas wells look like water wells at the outset. When a gas pool is discovered, the board shall describe spacing limits for the gas field, and draft special rules for the area. That would take place at a hearing in the Coos Bay area. Houston said there are shades of grey on the best way to produce gas on a certain space unit. Knudsen said the good news is that the statute and rules are set up so that special rules are adopted for each field, thereby customizing to the resource. Houston said currently the application fee is $250 for a well, and the annual renewal fee is $500 until the well is plugged and abandoned. For $400, Methane Energy (M.E.) can permit as many test holes as they desire. 


A discussion followed about structuring a bill for the next legislative session to change language in the current applicable statute, which was drafted in the early 1950s. Knudsen said it could do with a tune up. To spend a lot of time drafting a bill and then have negligible methane found is the reason Haagensen said he asked M.E. if they have identified some problems or issues. With proper feedback to DOGAMI about glitches in the statutes or rules from M.E., it lets M.E. do some of the work for DOGAMI in preparing for possible legislation. Lynch added that M.E. volunteered more money than they needed to on the exploration permits, so he feels negotiation is possible. He said the aggregate industry will be very sensitive that what they are paying for is their work. If it seems that some of that money is being used to help fund coal bed methane or oil and gas, it will produce an adverse reaction. Lynch wants time to work with the aggregate folks to make them sure their fees are not being used to regulate methane. 


Haagensen suggested for the next legislative session that the agency should target doing something about the fees, and stay in touch with Steve Pappajohn as to what issues they are finding regarding agency rules. Working on a position paper over the next 6 months would be reasonable, according to Lynch. 

 

 

(11)  Report of the State Geologist

McConnell began her discussion with Measure 37. Most of the hundreds of applications submitted have been directed to DLCD. The first findings should come out within a month. She said the main question for DOGAMI was: "What does it mean for a law to protect public health and safety?" The major concerns for the agency are the minor regulations for setbacks with the quarries. The State's answer to that question is, "Laws restricting or prohibiting activities for the protection of public health and safety are those reasonably related to achievement of one or both of those goals." Knudsen said a great deal of work has gone on around Measure 37 which has not been made public at this point, and he suggested that if there is an Executive Session at the next Board meeting, he could provide a confidential briefing on where the DOJ sees things going on that exception, unless something formal has been made public before that. 


Next McConnell gave an overview about programs and funding, touching on landslide studies, LIDAR data collection and STATEMAP, among other programs. Renegotiation of annual or biannual MOUs with other state agencies is under review. Plans are in the works for a shared research position with and funded by PSU. Through an MOU, this person would be worked into the agency landslide program. 


Nationally, McConnell said the agency is helping write the Tsunami Preparedness Acts. Because the bills have great lofty themes and ideas and would include all 22 U.S. coastal states, she is concerned that the small amount of money currently allocated would dilute the program currently in place for Oregon. That is why a diligent effort is underway to get the appropriation money changed. 


Tsunami preparedness work was discussed, with kudos for work done in Oregon on this issue, but there is no state money for this work.


A discussion followed as to the legislature's perception that DOGAMI Programs 1 and 2 can easily be taken apart, and that there is no synergy between them. Haagensen said he would work with McConnell to work up an agenda item for a future board meeting to discuss this idea in depth. 


Chair Elliott introduced a letter to the Board from Jason McClaughry, of the Baker City office, praising services provided by the Oregon State Police while he was doing sampling work in Hells Canyon. Elliott asked that the letter become part of the minutes, and that McConnell look into possibly writing a thank you letter to the State Police for their valuable cooperation in Jason's work.

 

(12)  Seaside Tsunami Outreach Program Briefing.  Roddey spoke about this very innovative program in Seaside that began in 2004 with a $50,000 grant to DOGAMI from NOAA. The goal was to create a pilot program in Seaside to educate everyone about the dangers of tsunamis and what to do if one happens. Another goal was to take the experiences in Seaside and transplant them up and down the NW coast. The impact of the Dec. 26, 2004 Sumatra earthquake and tsunami helped kicked this program into high gear. On April 16th, there was a Seaside city-wide evacuation drill (mostly volunteer based) in which 700 of the ±5000 citizens participated. Feedback from a survey will be evaluated and the program will be tailored to use along the coast. 
 

 

(13)  Announcement of next Governing Board Meeting.  The next meeting will be held on Tuesday, August 2, 2005 at the Portland State Office Building. 

 

 

(14)  Additional Public Comment.

There was none.

 

Meeting was adjourned at about 12:30pm.

 

 

 

APPROVED:

 
______________________________

William Elliott, Chair 

 
 
______________________________


________________________________

Don Haagensen





Vera Simonton

 

 

______________________________


________________________________

Barbara Seymour




Steve Macnab

 

