GOVERNING BOARD MEETING

OREGON DEPARTMENT OF GEOLOGY & MINERAL INDUSTRIES

TUESDAY, MARCH 9, 2004 

PORTLAND STATE OFFICE BUILDING, CONFERENCE room 120B

PORTLAND, OREGON
( 1)  Call to Order
Chair Vera Simonton called the meeting to order at 8:30 a.m.

( 2)  Introductions

Simonton recognized Board members Don Haagensen, Don Christensen, Bill Elliott and Barbara Seymour; Larry Knudsen, legal counsel; Portland staff Vicki McConnell, Charles Kirby, Michael Dougherty and Kate Halstead, and Gary Lynch from the Albany office. Later George Priest and Jon Allan from the Coastal Field office arrived.

Present in the audience were:


Larry Tuttle, Center for Environmental Equity


Eric Carlson, Oregon Senate Democratic Office


Rich Angstrom, OCAPA President

( 3)  Approval of four sets of minutes of previous Governing Board meetings

· Minutes from October 7, 2003 meeting in Portland 
MOTION:  Haagensen moved and Christensen seconded that the minutes be approved as written.
Motion passed unanimously.

· Minutes from October 30, 2003 meeting in Portland
MOTION:  Christensen moved and Haagensen seconded that the minutes be approved as written.

Motion passed unanimously.

· Minutes from teleconference meeting December 4, 2003

Haagensen suggested that on Item 3, in front of "Chair Simonton read the following statement:. . . .", a sentence be inserted to the effect that the Board discussed the recruitment process and decided that the two candidates that resulted from the process would not be offered the position as department director. He also suggested that instead of saying "Chair Simonton read the following statement:. . . .", it should read 'Chair Simonton stated' and take out the quotation marks.

MOTION:  Christensen seconded Haagensen's motion to amend the minutes as stated.

Motion passed unanimously.

· Minutes from teleconference meeting January 12, 2004

MOTION:  Christensen moved and Haagensen seconded that the minutes be approved as written.

Motion passed unanimously.

 ( 4)  Introduction of Interim Deputy Director.  Director McConnell introduced Michael Dougherty to the Board. Michael is on a job rotation for 6 months, through the end of August, from the Public Utilities Commission. He will be revising Performance Measures, taking the lead on compiling budget information and data, reviewing the agency Policy and Procedure Manual, and taking the lead on a couple of task forces the agency will initiate to tackle some internal policy decisions.


McConnell stressed that within the next couple of months, decisions must be made about how to move forward on recruiting for a permanent Deputy Director. 
( 5)  Report of the State Geologist  

a. State of the Agency.  McConnell focused her comments on Programs I and II activities, saying there are 26 projects currently being juggled by staff, requiring a great deal of effort on the part of the business office. She touched on '04 funded grant proposals, and noted that though funding was denied for the Klamath Basin compilation proposal, it will likely be submitted again next year. 


Currently the Baker City NRS 2 interview team (McConnell, Madin and Ferns) is scoring 53 applications for this 2-year position, and McConnell said they hope to phone about 10 candidates within the next several weeks, and hopefully have 4-6 people for in-person interviews. Also, filling the MLRR NRS 1 reclamationist position is just getting underway, contingent upon funding. 


McConnell has been meeting with field representatives of the Oregon Congressional delegation, and will soon start meeting key state legislators.


b.  2003-2005 Budget Update.  McConnell cited how Oregon enjoyed huge economic growth and diversification in the 1990s, and compared that to current statistics about the severe downturn experienced in Oregon and how all areas of state government are being negatively impacted. DOGAMI will be facing a tenth of a percent cut when the Governor makes up the shortfall of $221 million. She added that Program I has been successful in finding non-General Fund income, but that the agency has reached capacity for bringing in Federal Fund and Other Fund projects. Kirby stated that eight months into this biennium, the agency is on track to covering goals and maintaining its ending balance in Program I. 


Program II good news reported by McConnell was that the fee increase has brought in anticipated revenue, but baseline revenue from fees has decreased due to the recession. So the overall increase from fees has not yet been seen. Lynch added that production is at the lowest point ever since tracking began in 1995. 


McConnell pointed out that although aggregate fees have been increased, oil and gas fees have not increased for many years. After study by staff of other states' policies, a possible suggestion to increase those fees may be brought before the Board in the future. Legislative action would ultimately be required for a fee change for oil and gas.


c.  2005-2007 Budget Update.  March 15th will be the Governor's budget kickoff where agency directors and financial officers will spend the day in Salem. McConnell said she had hoped to have that budget information by this time, but thinks Measure 30's defeat has set things back a bit. She added that it will be a very austere budget, but that the current wage freeze will not last through the next two years: the unions won't stand for it. 

( 6)     a.  Presentation of Policy Option Package (POP) Concepts, and b.  Project Strategies and
               Concepts. 


  McConnell presented two POPs to the Board that the agency would like to get permission to put in the budget when the time comes: A geologic digital database for assessing groundwater and mineral resources, and an earthquake hazard mitigation plan to provide for earthquake life-safety for K-20 schools and emergency facilities. Board questions on these items were discussed as to importance of water issues, users of agency products, partner support before the legislature, and putting some DOGAMI concepts in partner packages. McConnell stressed that she thinks the agency can get support from other state agencies and stakeholders for across-the-board incorporation of concepts, some of which can be combined. 

Next, the discussion turned to Concept Strategies and to the direction of agency work over this biennium. Suggestions were made about combining two of the Concept Strategies. 

McConnell then asked the Board to approve the Policy Option Packages so the agency can work them into the budget, and to approve the Program Strategies. The latter will not become a formal document; rather it will lay a foundation for what Program I will be working on over the next year or so. 


MOTION:  Christensen moved and Seymour seconded approval of Agenda Item 6a, Presentation of Policy Option Package Concepts, and 6b, Presentation of Project Strategies and Concepts.

Motion passed unanimously.


b.  Legislative Concepts.  Gary Lynch said there are two holdovers from the last legislative session. In testimony before Ways & Means on the fee increase last session, it was clear that MLRR not only needed help immediately, but that future biennia would have demands on fees. There is still a gap between what it takes to staff the program and the balance of the fees, and that without a 5% 'kicker', the gap will widen again. Industry is aware of this disparity.

A second holdover is the issue of changing the contract provisions for contracted reclamation from public work contracts to some less onerous and more effective contracting provisions. Lynch said other agencies, such as Forestry, might be able to help out on this one.


The new concepts are (1) revision of enforcement tools for MLRR, which remain weak; (2) change in statute to obtain a deposit liability provision to clarify that financial securities cannot be considered fees for accounting purposes; and (3) a general housekeeping bill to clarify exemptions, strengthen requirements for planting of native species, and require certain data requirements. 


Lynch said he expects DOGAMI to be part of lots of other entities' legislative concepts. McConnell added that the Governor wants to look at agency LCs before they go into the concept process, and LCs have to be submitted to DAS by April 15. She said there is an additional LC to pursue, which is a change to ORS 455.400, the bill detailing how DOGAMI describes the seismic vulnerability of schools. McConnell wants to clean up the language to update to the most recent edition evaluation tool. Knudsen said the change can be put in generically, giving authority to the Board to change it from time to time.


Rich Angstrom from OCAPA was next asked for his public comments. He addressed the fee increase issue, stressing that a way needs to be found to even out the peaks and valleys of the economic cycle. A long term fix could be to hold money in excess times to have it in lean times. Regarding the enforcement issue, Angstrom said he will be working to help come up with a tool that works for DOGAMI. He spoke about the conflict between aggregate and agriculture, noting that the industry met with the Governor in November of 2003 about putting together a mediation group. The process to get parties together has started, but both sides are currently very set in their positions. He also said that DLCD has initiated rulemaking that would, for the conditional use process, ban industry from aggregate mining on high value farm land, and NOAA Fisheries and U.S. Fish and Wildlife are presently moving aggregate work out of the rivers. Angstrom finds the sand and gravel industry at a critical situation in Oregon, one not seen since the 1970s.

MOTION:  Haagensen moved and Christensen seconded that the Board approve the legislative concepts listed in agenda items 6c, supplemented by legislative evaluation concerning oil and gas fee increases, and ORS 455.400 housekeeping change on the FEMA reference, subject to the department providing more detail on the concepts to the Board before they are submitted to DAS and allowing individual Board members to have input back to the department. 

Motion passed unanimously.

( 7)  a.  Dillard Landslide, Douglas County.  Lynch filled the Board in on the February 2nd slide. Current focus of MLRR is why did it happen, and what are the legal aspects to be dealt with. Lynch believes possibly the mine contributed some component to the activation of the slide, and further mining has been halted for the present. Stormwater controls have been established so the Umpqua River is not threatened with sediment. The 200,000 cu. yd. of material cannot be removed until it is drier. Lynch said a report focusing on understanding this slide is being worked on, and will be reviewed by Larry Knudsen before it goes out. He said they literally had the stakeholders group put together 3 days after the slide happened, it was a great response, and it’s heartening to see that kind of support. Lynch was able to brief natural resource agency representatives and the Governor's office. 
     b.  Aggregate Issues Update. Lynch said that Rich Angstrom had covered this subject in his remarks, but added that major reform in the regulatory process likely will be seen in the future. Clearly there is a need and demand for aggregate, so there has to be some supply, which needs to be balanced with all other natural resource issues. 

     c.
Columbia County Aggregate Regulation Interagency Agreement Approval.  Lynch said that, should the Columbia County Commissioners decide they no longer want to regulate aggregate, by default the regulation would fall to MLRR. It would be a very substantial workload, added to an already thinly stretched staff. Lynch has tried to lay the groundwork for transitioning into it, should it happen. For $40-50,000 per year (the current amount in negotiation), MLRR will help Columbia County do permitting and inspection and make recommendations as to needed enforcement actions. Negotiating an intergovernmental agreement as to what would be done, and for how much, would be a first step in this process. Lynch would like to have legislation in place before the work is dropped on MLRR, saying something to the effect that should Columbia Count do this, parameters for setting LE boundaries would already have been determined. 

MOTION:  Haagensen moved and Elliott seconded that the Board support staff continuing forward with negotiations with Columbia County towards an intergovernmental agreement that would assume certain responsibilities be carried out for the MLRR program in Columbia County, with the idea that there is also support for getting early on into some kind of legislation that would have in place a framework that would settle outstanding issues between DOGAMI's program and Columbia County's program that would arise if DOGAMI were to take over the full program. 

Motion passed unanimously.

d. Anticipated Rule Making for Surface Mining Bond Pool. Lynch stated that MLRR recently received a business model for a bond pool from the Oregon Insurance Commission, and staff needs to review the document, get input from stakeholders, and then validate whether the plan is truly competitive and will succeed. Basically, this plan says MLRR could run a bond pool which would charge participants $33 per $1000 of permit value. The overall rate would be $23/$1000 for those in the pool for 10 years. Lynch said the key question is whether the plan is competitive enough so that the pool would get money to not only put the capital into the pool that pays out the liability for when a bond has to be pulled, but also pay DOGAMI enough money to implement the plan [at least 1 FTE]. Currently the bonding market is all over the page, according to Lynch, and MLRR needs to see if this plan is competitive enough to put in the required work. He said the larger the pool becomes and the longer it is around, the better it will be, but there is a whole other legal side to this plan which must be developed and put into rule. 
Knudsen noted the bond market is very volatile, and if this were to be put into action, in the long run operators would get stability. In a sense they would be asked to trade short run, possibly higher costs against long range stability and lower rates. Lynch added that because there is no other working model, this might be a hard sell. Funding sources, such as the federal government, insurance agencies, etc. were discussed. 

( 8)  a.  Status of the Coast Workshop.  McConnell outlined the partners and aim of this workshop the end of April in Lincoln City. There were 55 invitations sent out, with 33 confirmations to date. It will focus on technology transfer and policy exploration. An end product of the workshop will be an entire issue of Oregon Geology devoted to presentations and the panel discussion, and a Cascadia issue will result from it as well.

       b.  Overview of Coastal field office coastal erosion research.  Jonathan Allan gave a "field trip" PowerPoint presentation explaining some of the issues with hot spot erosion along the Oregon coastline, and highlighting various projects he and George Priest have been working on along the coast. 

( 9)  Announcement of DOGAMI Employee Performance Award.  McConnell gave the award and a check to the winner, Jonathan Allan, and expressed her appreciation for his excellent work. George Priest spoke about why he nominated Jon, saying that Jon brought a whole new ability to DOGAMI. The coastal process projects, touched on by Jon in his talk, could not have been contemplated prior to Jon's hire. Priest said that Jon has gone out to bring in new partners, started new programs, and brought about a quantum leap to the agency in its reputation with funding agencies especially. Half of DOGAMI's funding comes from outside agencies. 
Larry Tuttle was asked to give his comments at this point. He voiced his concern about the direction of enforcement issues initiated by DEQ, specifically that their proposed rule changes remove all mandatory requirements that they enforce rules, and rather make enforcement discretionary. Tuttle sees the EPA revisiting the state's delegated authority under the Clean Water Act. If effective deterrence cannot be provided under the partnership agreement with the EPA, the state will lose the delegated authority. This, in turn, would make it a lot more difficult for state agencies to coordinate their enforcement activities, at a minimum. 


Regarding Tuttle's concerns that touch on DOGAMI, he said mining and water are inseparable, and his organization has focused recently on the effect of abandoned, inactive mines on water quality. If there is a run again on cyanide heap leach mining or large open-pit mines, one of the water issues he's concerned about is their effect on water tables and the flows in adjacent streams. 

(10)  Announcement of next Governing Board Meeting. The next meeting will be held in Portland in June or July, depending on agency budget scheduling. The Chair will poll the Board and a date will be decided within the next several weeks. (Meeting has since been set for 8:30am on Tuesday, July 13th). The fall meeting will likely be in October to visit the Rogue Project.
(11)  Additional Public Comment
There was none.

(12)  Adjourn
Meeting was adjourned at 1:30 pm.
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______________________________

Vera Simonton, Chair 

______________________________
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Donald Christensen
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Barbara Seymour




William Elliott

