
GOVERNING BOARD MEETING

OREGON DEPARTMENT OF GEOLOGY & MINERAL INDUSTRIES

THURSDAY, JUNE 22, 2006
PORTLAND STATE OFFICE BUILDING – ROOM 965
( 1)  Call to Order

Chair William Elliott called the meeting to order at 9:45 am.  Previously there had been an Executive Session from 8:30 to 9:40 am.
( 2)  Introductions

Board members Don Haagensen, Vera Simonton, Barbara Seymour and Steve Macnab were present. Larry Knudsen from the AG's office was present (through Item #4), as were Portland staff members Vicki McConnell, Don Lewis, Charles Kirby, and Kate Halstead. From the MLRR program Gary Lynch attended (for part of the meeting).

In the audience were:


Dennis Olmstead, former DOGAMI Deputy Director


Don Seymour, husband of Board member

( 3)  Approval of Governing Board Minutes for February 7, 2006 and March 24, 2006.

MOTION:  Macnab moved and Simonton seconded that all minutes be approved as written.
Motion passed unanimously.

( 4)  Legislative Concepts

a.  Discussion of Oil and Gas Program Legislative Concept. Director McConnell gave background on the 3 LCs: a placeholder; an agency enforcement LC which is really a carryover from legislation from last session that did not go through; and the oil and gas LC. Since the last Board meeting, suggested amendments to the oil and gas statutes by Knudsen were sent to the Board.


Lynch said that as of July 14th, placeholders must have substantive language submitted for them to go forward. He believes that requirement has been fulfilled. The big change faced by MLRR is no more General Fund for the oil and gas program; it is now supposed to be entirely fee based. However, there has not been a fee increase since 1990, and the statutes and rules are not current with the current APA. The vetting process with industry has begun to make changes to the LC, and stakeholders are being identified. Lynch is trying to tie the costs to the perceived workload, then pass those costs reasonably to industry and expect that they will fulfill it. As stated several times before, the aggregate program is subsidizing the oil and gas program. 

Methane Energy (MEC) is proposing 10 to 20 new wells within the next 4 months, and they have offered to provide some financial help on a voluntary basis, which is acceptable as long as the agency has receipts authority. Lynch said within this LC, and what industry is seeing, is a dramatic increase in the initial permit fee, which would cover 'through development'. This will be the biggest oil and gas workload since the '80s, and MLRR has somewhat 'ballparked' that fee at $5000 for the initial well(s). McConnell added that when discussions begin with DAS/BAM and LFO, they are going to want to know down to the dime what the cost will be. Lynch feels things are off to a good start, with a very good reception from industry (MEC and NW Natural), Enerfin has been made aware, and the details are being worked out.

Lynch said there remains another section of defining what discovery and spacing are, particularly for a coalbed methane deposit: is it different than a Mist deposit? Industry and stakeholders are weighing in on this question. He would like to do something like the chemical process mining, and that is have industry just pay the actual costs, which will be defined in a budget document. There are many issues that need to be addressed, but for now the key point is that the requirements due July 14th have been fulfilled, which gets the planning well into the fall to come up with a consensus-based concept. 

If there should be new permitting at Mist, or other potential drilling throughout the state, MLRR has been in discussions regarding certifying consultants from the private sector to do some of the work, because MLRR staff is already spread way to thin: certification is a possibility. Haagensen asked if it would be prudent to put a receipts authority provision into the statute (516), such as the one DEQ uses (Chapter 468). Receipts authority would give the agency the ability to contract with a private party and with the 3rd party who wants to drill a well paying the costs, with agency oversight of the function to process the permit application, or to do any other thing the agency needs to do. The receipts authority comes into play when someone wants to do things faster than the agency normally can do it with their current staff, so the 'applicant' is willing to pay for it. Knudsen said a problem doesn't arise too often when it is being used for permitting or licensing; when you use it for rule development, then it becomes more problematic. 

McConnell asked if, in the case of MEC, isn't the agency practicing this principal already? Knudsen said most agencies do some form of this receipts authority anyway, and that as long as you have in your appropriations and budget the authority to accept gifts and miscellaneous receipts, and then the authority to spend those, you can do it, but it is not very formalized and there are no standards. The DEQ statute makes it more routine, and probably more legitimate in the eyes of some, and provides some sidebars on how it is going to be used. McConnell asked if writing this into legislation is a hot button item which will get the agency into a big legislative fight. Haagensen said it was industry which suggested it to the DEQ. Lynch added that realistically the agency is in a fee based arena, and there is no General Fund available to handle bumps and spikes in workload. He thinks if MLRR work is transparent and makes it very clear why things are being handled in whatever manner, then that's all that can be done. He agreed with McConnell that this receipts authority concept should be added to the LC. 

Knudsen offered that still outstanding and needing work is the spacing and unitizing language which needs updating. And there is a policy issue in that in terms that the existing statute has the Board doing all the nuts and bolts for everything, and he suggested it might be appropriate to move some of the more administrative functions over to the department. Part of the proposal is to take a lot of the detail out of the statute and provide for the Board to adopt those changes by rule. Lynch said he did have that discussion with industry, saying the agency would prefer to do this with broad discretionary power in statute and have an intensive rule writing to implement it, and they agreed with that in principal. 

Haagensen said that in looking at the enforcement provision in chapter 516, it basically is a criminal conviction-type enforcement provision and the question is whether the agency could modernize that as well and add some civil penalty authority, and/or stop work orders in emergency situations, because one can see that being a real issue at some point. The question, according to Haagensen, is whether if you start loading that in, will it affect the likelihood of success? Right now if something is going wrong, you have to go to circuit court. Industry won't like those kinds of things, but they are in most modern statutes. He suggested drafting those kinds of things and include them in the statute, and then see how it goes in the process. There will be a lot of discussions with folks before this thing ever gets filed. 

b.  Update on status of other Legislative Concepts. On what is being called the enforcement concept, Lynch said they supplied substantive language at the beginning of the legislative process. It takes up where HB 2121 didn't make it. Industry is split on this: some want far more enforcement capability by MLRR, and others would like to see not a whole lot more. Again, the July 14th requirements have been met. There was a hand engrossed amendment to 2121 and MLRR has done its best to make it readable. Some definitional problems are needing to be cleared up between what one needs to do for aggregate, what one might need to do for metal and chemical process mining, what has to be done for exploration, and where are the dividing lines, and are they clear. 

Lynch said the third LC came about as a result of MLRR working with the Office of Regulatory Streamlining and several other agencies as a result of the budget note. DOGAMI was asked by the Governor's Office to submit a placeholder, which was done, but without substantive detail because it is not a DOGAMI concept, but that of the Governor's Office. A final report to the legislature is not due until the end of the year when the whole review process will have been completed. McConnell noted that other natural resource agencies named in the budget note were also asked to have placeholder LCs.
( 5)  Regulatory Issues

a.  Agency initiates a potential Coordinated Enforcement Action at Rock 'n Ready, Inc. Lynch discussed a sand and gravel operation on Bear Creek near the Rogue River where there were a number of violations over the past winter and involved MLRR, ODF&W, DSL, NOAA Fisheries and other agencies. It was decided to look at a coordinated enforcement action that would once and for all identify what past violations may have occurred for which there is some liability, any current violations going on, and additionally what Rock 'n Ready needs to look at in terms of new permitting being proposed. This process was well received by the company, and MLRR is working with the other agencies and with Jas Adams (Dept. of Justice) as the attorney to develop a list of violations and what authority various agencies have to do something about it. At this point, the company has not even talked about a contested case hearing; Lynch thinks they sincerely want to fix what's going on, but the violations are real. With a handshake agreement, Rock 'n Ready said they would create a spillway, which they did not do, leading to a pit capture, in addition to building bridge abutments without a permit. However, Lynch feels things will work out to the satisfaction of all.  

Chair Elliott suggested at a future meeting having aerial photos of what's going on in this area for clarity. He also suggested that the fact that DOGAMI can help solve problems such as this with very skilled staff would be important for the legislature to know. Lynch added that the dedication and knowledge of the field staff really helps solve problems. Haagensen added that this issue might be a 'poster child' for the enhanced enforcement LC. Lynch said he thinks it's better to make the MLRR 'tool bag' better, and does not want to get in a position where MLRR is having to enforce other agency standards, such as those of DEQ and ODF&W. 

5 b.  Status of Activity of Aggregate Mining Budget Note Sub-Committee of the Water Related Permits Process Improvement Team (WRPPIT). Lynch gave history of MLRR's involvement in this. In discussions so far, he said the State does not currently always speak with one voice, and this needs to be changed via MOU or MOA. There are no statutory changes being proposed at this time. It is a way of getting coordinated comments from all the agencies involved in speaking as one. McConnell added that the placeholder LC is part of this process, and a final report with recommendations will be submitted to the Audits Committee in November.

Haagensen suggested that if a permit applicant wants things to go faster or in a more streamlined way, create a thing in the statute where the applicant can pull the trigger and say, "OK, I want to convene this interagency coordination for my project to expedite it and get only one voice out of the agencies, and I am willing to sign a cost reimbursement to pay for that extra time because I know it will benefit me in the short and long term". Lynch said it's possible the agency has that in statute now: there is the ability to charge extraordinary fees for certain types of aggregate permit actions. Basically, it is used for anything that requires a Goal 5 amendment because these take more MLRR time. 
McConnell said the words “pay for it” are raising eyebrows both by the Governor and legislators. One of the wish lists of the Governor's office in this regulatory streamlining is that agencies involved could somehow come forward and either reduce prices or do it faster, easier and at no extra cost. She said the agencies are experiencing a certain level of frustration because many are already doing things under budget. Haagensen said he testified for DEQ before the legislature and was crucified when he suggested, with the support of industry, raising the fees. He offered a variation on his previous concept that would say that an applicant has the option to go to a different process, and in that different process if they want more streamlining, more speed, more agency coordination, then DOGAMI and the others departments would have the fee that they normally charge and one would get a credit for that in that process, and only to the extent that the time DOGAMI spent exceeded that fee would the applicant be charged more.

Lynch said regarding streamlining and what is now being proposed, the process will take longer and cost more, and politically that is a very dangerous branch to walk out on. Haagensen said the solution is to have the new part of the process, if it can pass the Governor's test, to have the applicant have an alternative, an option to the normal processing. Lynch said at the controversial hearings, MLRR charges more for the extensive work they have to do. 
( 6)  Break
( 7)  Report of the State Geologist

McConnell discussed what is happening on an agency-wide level. There is no lack for projects with a full staff. There are 2 projects which take up the most staff time at some level: one is the digital geoscience database compilation, currently in its 4th year, compiling all of the geologic geoscientific data into one large structured database for the state. The NE and SE are complete, and submission has been made to STATEMAP for the central central area and work will soon start on the west central central area. There are 2 more years to do the far SW and far NW areas. The other project is SB 2 data needs assessment, which is a time sensitive, General Funded legislative mandate that the agency is moving right along on. 

Other projects were discussed, as were recent meetings, grant approvals and conferences of note. McConnell discussed conferences hosted by DOGAMI, such as Coastal Processes and Hazards Steering Group, Grants Pass Fieldtrip and workshop, and National EQ Conference in San Francisco. There are interim legislative committees meeting, notably the Joint Committee on Emergency Preparedness group, to which DOGAMI has been invited to testify on tsunami and earthquake hazards and LIDAR. Of note is the fact that this committee is very positive toward funding LIDAR collection across the state. 

Publications now have been streamlined thanks to Don Lewis and Deb Schueller, with digital database releases, and the Cascadia issue on coastal issues, among other things. McConnell is looking to get an Oregon Geology out in July, and the new face of the webpage in July as well. A more user-friendly publication list is also on the drawing board. 

McConnell discussed agency synergy, saying a well attended, worthwhile meeting took place between Program 1 and 2 staff and BLM staff. An MOU specifies the particulars on interagency obligations. It is possible Bob Houston could be trained and certified to do federal inspections at oil and gas drill sites. 

Next, staffing updates were noted. McConnell announced the annual performance award was given to Bill Burns for his excellent work on resuscitating the landslides program and developing a cooperative program with the USGS. 
( 8)  SB 2 Project Update 

Assistant Director Lewis discussed the status of activities with reference to timelines. All pre-fieldwork has been completed. Natalie Richards is the project coordinator and has been doing a great job of keeping things and people moving forward. Lewis stated that there existed no dataset anywhere in the state of locations for fire and police stations, but that has been achieved through the SB 2 work. Generally, the emergency folks throughout the state were not receptive to the idea of responding to verify addresses. Ten screeners have been trained on a PC tablet driven data entry system. They will be collecting new field data on 1500 sites through mid-September. Both a web-based and written report of the project will be developed, providing a multi media format. 

McConnell said neither the Governor's office nor OEM 'get it' on what a monumental task this project is. And they won't get it at the end, because all they'll see is a very neatly packaged database with all the information, and this is very frustrating at times for staff. There are higher levels than herself and the agency that should be championing what the usefulness of this project is.

Staff and the Board discussed some details about the work. McConnell closed this part of the discussion by praising Don Lewis for his coordination on this project, keeping it focused and on track, and being flexible in making changes when necessary. She said the struggle now is that no one is making this visible, highlighting why DOGAMI is doing this. She said the carrot out there is the potential $1.2 billion grant money that would be available if a facility is found to meet the criteria and be vulnerable for seismic rehab. It is hard getting those facilities to realize there's something very useful out there at the end of the project. There are 2 GO bonds for the money, SB 3 and 4, separating the schools from the emergency facilities. 

Haagensen suggested local legislators be made aware of the project and the potential funding available. McConnell said presentations will be made at the annual conferences for both LOC and AOC, and briefing sheets will be prepared for legislators as soon as possible, and the funding will be underscored in the material. 
( 9)  Review of Draft Agency Budget Request

b.  McConnell said the agency is developing the agency recommended budget, the draft of which is being presented today, which must be approved by the Board, and then that package is finalized and turned over to DAS/BAM the end of July. Then DAS has from that time until about the end of November to review all agency budgets, and look at their Policy Option Packages (POPs) and determine what they'll recommend for approval or denial. There will be one chance to appeal any POPs which are denied. Then the DAS package is turned over to the Governor's Office to be included in the Governor's recommended budget which is submitted to the legislature the beginning of December. 


McConnell focused on 3 primary budget areas, which she elaborated on in turn. One is the 10% General Fund (GF) reduction strategy; the next is the POPs, which the Board had given approval on to go forward with, but without any detail or fiscal and financial impact, and they must be prioritized. And finally, a summary of the numbers in the budget document. She said these are the concentrated numbers, an overview. A fourth part of the budget document are the Performance Measures, which the legislature is tending to review closely. 

McConnell stressed that with this budget, the agency is trying to capture more General Fund to backfill into all of the staff that required fund-shifting onto soft money. The general state trend over the past 10 years is to provide less GF money and more of a pronouncement to go forth and find somebody else to pay to do the work. She wants to makes that ratio more equitable, and if it can be done this budget cycle, it would be at about 57% from Other Fund (OF)/Federal Fund (FF) and 43% from GF. 

The budget narrative attempts to describe what the agency does, how it is done, and how it is organized. McConnell says it reflects the agency mission, goals as per the Strategic Plan, and identifies areas where DOGAMI supports the Governor's policy priorities. The budget must be linked into what the Governor wants to be doing this time around. He has 3 areas that the agency has attempted to link the narrative to. One is environment/sustainability/energy interdependence. The second area is public safety, and McConnell said a large part of the agency's mission is to take care of that under the geologic hazards characterization mitigation. The third area the Governor has identified is economy and jobs. 

In answer to an email question from Steve Macnab after he had gone over the budget material, McConnell explained the dichotomy of how the agency manages its budget internally to get jobs done and what is being presented in the budget request document. 

Next, the Policy Option Packages (POPs) were discussed. McConnell said they provide the only ability of the agency to enhance agency programs (funds). The Program 1 POPs were discussed in some detail, which include the GIS systems management and data preservation, the statewide LIDAR data collection, and the agency preparedness package. 

Lewis discussed the Light Detection and Ranging (LIDAR), and said DOGAMI is leading the way on this technology because of the agency's involvement in it. DOGAMI has contracted surveys, has data, and understands what the applications are for the agency. However, the power and utility of LIDAR is vast and impacts on real big programs and budgets in state agencies like ODOT, DEQ, ODF&W, Ag, and all counties. LIDAR is high density resolution of the exact nature of the surface of the planet, a combination of lasers and GPS, and its applications are unbelievably vast for public domain material. Lewis mentioned that FEMA has programs where they will put in $1 for every $2 a state puts into a program, but the state must take the initiative. The agency is requesting $4.5 million in the POP, and will identify potential partners such as FEMA and the USGS, as well as areas to be studied. 
Discussion followed about local applications of LIDAR. The possibilities for better land use decision making and studying landslide prone areas is enormously improved. Lewis said Oregon City and Forest Park are ringed by landslide prone areas, which would be important to know before siting a new house in that area. The key to activating these slides is ground shaking or water. 

McConnell noted that DOGAMI is tasked with determining what the geologic and hazards characterizations are in the areas that are most relevant to where people live. In answer to board questions, resistance will come from people who don't like dealing with facts, and from legislators and groups who want the cities and counties to buy LIDAR, or shift the cost to the end user. McConnell said such groups are not eligible for being able to form federal partnerships that actually could bring in some matching funds. The state puts hardly any monies into emergency management or data collection currently: they want the Feds, cities and counties to pay for it. 

McConnell discussed POPs for MLRR Program 2. The two which are 'in' are required as placeholders for LCs the agency will (possibly) have: one will be a fee restructure for oil and gas, all of which has been discussed previously today. The second is a placeholder for aggregate permitting streamlining in case some legislation should come through that would have a financial impact. Production is up and the new aggregate fee structure seems to be working well. 

Kirby discussed the 07-09 budget in some detail, for both Programs 1 and 2. Macnab questioned how much of the budget has firm revenue to support work to be performed, and how much is in the soft area where assumptions are being made some money will be coming in through contracts or grants. Those specifics are not clear in the budget proposal, and from his perspective, if the soft money doesn't occur, the Board will have to make some policy decisions on how those areas of loss can be covered. McConnell believes that several of the big programs come with guaranteed monies to get the agency through 2008. With the heritage funding that comes from federal programs, agency projections are based on the fact that the agency will capture at least as much as was captured in the past. She stressed that there is no guaranteed funding from any sources; they are almost all competitive grant programs and other opportunities are always being sought. 

The 10% funding cut was discussed. McConnell said DOGAMI is not a problem agency - over many years the bills get paid, the lights stay on, and good work is done – and what happens? The cuts keep coming each biennia and only problem agencies gain the legislators' attention. She thinks the 07-09 biennium will be critical because some of the programs dealt with at the federal level are really starting to see the squeeze. 

MOTION:  Seymour moved and Simonton seconded that the proposed budget be approved as presented today.
Motion passed unanimously.


a. Performance Measures were discussed by Lewis, and included LIDAR, customer satisfaction data collection, and geologic mapping. 
(10)  Setting of time and place of next Board meeting. The next Board meeting will be on Friday, September 8 in Klamath Falls.
Regarding the Chair's move to Washington State, McConnell said she will have Larry Knudsen research whether or not a non-Oregon resident can serve on the Board, and if Elliott must step down, then she will request the Governor to allow him to stay on the Board until a replacement member can be found. 

As far as the contested case hearing, McConnell said she expects the findings would only just be coming out about the time of the next Board meeting. Nothing would be discussed at that meeting other than how the Board would do their review and the logistics of this process. 

Haagensen brought up a couple of housekeeping issues: he said at the last Board meeting James Bela handed out a letter written to Governor Kulongoski which basically called the Board and department a bunch of names, and he said McConnell was going to look into the need for the Board or department to respond to that to the Governor. McConnell said she had talked to Mike Carrier in the Governor's Office and he had no reason for the Board to respond to the accusations made in the letter. 

The other issue Haagensen asked about was Geoff Garcia who appeared at the last Board meeting and had a letter for the Board. McConnell responded that a response letter was sent over the signature of Chair Elliott, and a copy will be provided to the Board members. 
(11)  Additional Public Comment. There was none.
(12)  Adjourn.  Meeting was adjourned at 2:12pm.
APPROVED:

______________________________


________________________________

Don Haagensen, Chair




Steve Macnab, Vice Chair


______________________________


________________________________

Barbara Seymour




Vera Simonton
