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August 19, 2003 Meeting Summary

Lower Columbia Solutions Group Ross Island Team
Gene Derfler opened the meeting at 1:30 PM and asked for comments on the July meeting notes.  Marcel Hermans asked about the $500,000 figure at the end of page 2, which referred to the amount Ross Island Sand & Gravel had committed to spending annually to implement the new reclamation plan.  Jim Rue said the number should be $300,000.  The company has committed to bring in 400-500,000 CY of reclamation fill a year, some of which will generate revenue and some of which will not.  

Rice Island Capacity

Sheryl Carrubba provided some additional information on Rice Island.  Sheryl said that the Port of Portland surveyed Rice Island a couple of years ago to get a handle on its capacity to take additional dredge material. There are some unknowns, but for the purposes of the Dredged Material Management Plan (DMMP) and channel improvement project, the Corps of Engineers has assumed the footprint of the island could eventually be expanded.  If so, Rice Island could have capacity to take material for as long as fifteen years.  However, if confined to its existing footprint, the island could be at 100% capacity in 5-8 years.

Sheryl said her staff had estimated that if they have to go to ocean disposal once Rice Island is at capacity, it will cost $5-6/yd.  Sheryl also confirmed that the COE’s “Guidance Letter 47”, which sets forth COE policy regarding the cost-sharing of dredged material disposal facilities, is still in effect.  That policy includes expansion of capacity at existing disposal sites through excavation and dewatering activities.  Sheryl said that a project that qualifies under Guidance Letter 47 is eligible for 100% federal cost share, although the project sponsor has to provide the land, easements and rights of way, and has to perform any relocations associated with the project.  

The Harrington Sump was discussed.  The sump is an in-water disposal site adjacent to Rice Island, where the river’s channel is naturally shallow.  Hopper dredges use Harrington Sump as an underwater disposal site, and every three years the material deposited is re-handled and placed on Rice Island (pumped directly by the dredge Oregon).  The cost of re-handling the material is about $1.00/CY.  Harrington Sump has been used since the 1960’s and has a capacity of 900,000 CY.  

Jim Rue observed that, based on early discussions with the Lower Columbia Solutions Group, it was his impression that there was a real need to find additional disposal sites for dredge material from the lower Columbia, but that he wasn’t sure that was the case after listening to Sheryl and others.  He noted a report from the Oregon Department of Geology and Mineral Industries (DOGAMI) questioning whether material should leave the lower Columbia system at all.  

Sheryl responded that capacity issues vary in the lower river.  The section of the river in which Rice Island is located has an on-going need for channel maintenance.  While there is disposal capacity at sites up and downstream, the further away you go the more expensive it is.  When they run out of capacity, it’s a big problem, because new capacity is much more expensive to develop.  Also, when using the federal fleet the COE wants to find the closest area possible to work, since it is legislatively constrained in the number of days the fleet can be operated.

In response to a question, Sheryl estimated the total cost of ocean disposal at roughly $7.50/CY, which includes $2.50/CY for handling. Sheryl noted that ocean disposal was seen as an improvement over estuary disposal several years ago, but that since then it has become more controversial.  

Steve Purchase said that in Oregon, land use issues also limit disposal sites.  A lot of places are not authorized for use as a disposal site under state and local regulations.  As a result, new site opportunities are limited. 

Jim said he thought the Lower Columbia Solutions Group had been convened around the issue of there being inadequate disposal capacity for dredge material and a desire to find new beneficial use alternatives.   Sheryl agreed that it would be a “win-win” to find beneficial uses so there is no contention regarding disposal, and that there is a potential match between Rice Island and Ross Island based on site management. But disposal at Ross Island for the purpose of implementing the reclamation plan won’t be a beneficial use per se.  

Jim asked what the results might be if the COE compared the cost of disposal at Ross Island to the cost of ocean disposal in the context of extending Rice Island’s usable life.  

Marcel commented that ultimately the deepwater ports would be the project sponsors, and it is hard to imagine them being interested in paying more for future capacity than they pay for the existing capacity at Rice Island (until it runs out).

State Royalty Issues

Steve Purchase said he would report on leasing and royalty issues and review the current statute and administrative rules as well as new legislation  (HB 2688).  He said he could also review the Rice Island memorandum of agreement (MOA) developed by the Lower Columbia Solutions Group Rice Island team. 

Steve began with a review of the Rice Island MOA.  His major points were as follows:

· Columbia River material is owned by the state.  The COE has authority by statute to maintain the navigation channel on state-owned property; the material is still state-owned but there is no royalty.

· Rice Island has been used for years as a disposal site.  It is reaching capacity.  The Rice Island team was looking for ways to market sand in order to increase the capacity of the island without increasing its footprint.  

· Under the MOA, the Port of Portland, the Port of Astoria and the state will market and sell material from Rice Island.  They were exploring use by San Francisco International Airport, but that project has been postponed indefinitely.  They have also had discussions with Sea-Tac International Airport regarding fill needs for an additional runway.

· The two ports will take control of the site through a sand and gravel license from the state.  The state will handle any permitting requirements and the ports will be responsible for capital improvements. 

· The goals of the arrangement are to:

· Increase the dredge disposal capacity of Rice Island;

· Reduce the number of Caspian terns at Rice Island;

· Provide revenue to the Common School Fund from the sale of the material; and

· Relieve DSL of any marketing responsibilities. 

Jim Rue said he was aware of community issues at Sea-Tac, and wondered about other potential markets for the material.  Steve said the group had discussed whether the ports could bring the material up to Portland for commercial sale, but decided that was not feasible. Instead, the state will exercise its statutory authority to issue a one-year license to the ports without competitive bidding or preference right issues.  The ports will hold the license, but will pay a royalty only if they sell material from the site.  The state will not charge a minimum to hold the material.

Sheryl asked what the royalty implications would be if the COE contracted to clean out Harrington Sump with Rice Island as the disposal site.  Steve said there would be no royalty under that scenario.  However, if the COE added a clause that said the contractor could dispose at Rice Island or at a contractor-furnished site upon approval, and the contractor said they planned to place the material at Ross Island, they would pay the .59/CY royalty fee.

Steve said that according to DSL’s administrative rules, an “article of commerce” is any state-owned material that would otherwise have to be acquired from alternate sources and requires a royalty. By state statute, if you take material for flood control, harbor or channel maintenance, and that material is deposited, there is no royalty.  So, if Ross Island were to remove material from the navigation channel, and then place it, there would be no royalty.  

Steve briefly reviewed HB 2688, newly-enacted legislation scheduled to go into effect on January 1, 2004.  HB 2688 clarifies that certain beneficial uses are clearly exempt from royalty fees if used “solely for a public purpose by a political subdivision”, and authorizes DSL to establish royalty amounts for non-exempt uses.  Steve also noted that if you are removing state-owned material only to put it back on state property, it shouldn’t be subject to royalty.  

Marcel said that as far as the new law applies to Ross Island, if the material is fill required under a permit, it seems hard to argue that it is for a public purpose.  Steve agreed, but said RIS&G could make an argument before SLB regarding what level of royalty is appropriate, and whether moving sand from Rice Island to Ross Island to create capacity is a public purpose. 

Jim said he could make an argument that the 1977 “satisfied” RISG’s obligation to reclaim the island, even though it provided little in the way of public benefits.  The new plan will result in more habitat creation – could that be considered over and above the regulatory obligation?

Steve said circumstances such as those described by Jim were a public policy call for the State Land Board, and there would be an opportunity to talk about what is meant by “public purpose” when the board develops the administrative rules implementing HB 2688.  Steve observed that if material was taken out of the Willamette River and placed at Ross Island, it would be royalty free. However, a royalty would be required if a tipping fee was involved.  Steve said that sites managed for both disposal and commercial sale of material do pay a royalty if they are located on state-owned land.

Keith Johnson asked Steve if the state could look at moving material from Rice Island to Ross Island in the same way it looks at moving material from the Harrington Sump to Rice Island.  Steve said that would depend upon whether Ross Island was privately or publicly owned.  

There was additional discussion regarding sources of reclamation fill and royalty fees. Gene Derfler asked whether material suitable for reclamation purposes is available from the Willamette for less than $2.85 per yard.  Jim said there is, but that much of it doesn’t meet the company’s environmental quality standards for placement at the island. 

Gene asked about material from the Columbia upriver of the Willamette confluence.  Jim said the company was pursuing those opportunities with the COE.   Sheryl noted that if the removal could be done as channel maintenance, there would be no state royalty. 

Jim reiterated that it would be ideal to work something out so that lower Columbia River maintenance dredge material could be used at Ross Island, but if that is not feasible the company will still have to find it somewhere.  The $2.85 target covers areas within a 50- mile radius of the island, and includes the cost of buying or leasing new, bigger barges.  If they have to buy the sand on top of that, as implied by the Rice Island MOA, it will put that source out of range. 

Jim noted that there seems to be a real effort to move forward with the talks between Bob Pamplin and Mayor Katz to transfer Ross Island to the City of Portland in the near future.  RIS&G is committed to doing the reclamation regardless of the island’s ownership status.  Jim made the following additional points:

· Reclamation of the island will entail placing 5 million CY of fill material at Ross Island over the next ten years.  Some 2 million of that could come from the lower Columbia.  

· After all the committee’s discussion, it seems like there is still an opportunity to get lower Columbia material to Ross Island.  Combined with what the company is willing to spend, it seems like it’s feasible if the government is willing to take some risks.

· Two known sources – process by-product (1.0 mm CY) and material from the Willamette (1.0 mm CY) will cost less than $2.85/CY.

Steve Purchase noted that if DSL enters into an agreement with the two ports to market Rice Island material, RIS&G will be precluded from using that material for fill.  He said that DSL is ready to go with the license to the ports.

Sheryl expressed some concern that if the ports are unsuccessful in marketing the sand, or there isn’t a demand for the material, the agreement will constrain the Corps’ ability to address the capacity. Steve responded that the agreement with the ports is only for one year. 

Sheryl asked Jim when RIS&G would complete the reclamation plan.  Jim said the permit calls for reclamation to be completed in ten years.  Sheryl observed that if the company stays on schedule, there might be some later opportunity to obtain material from Rice Island.  There may be other opportunities in the “out years” of the project, contingent on lots of variables, including the company’s ability to get material from other sources. 

There was additional committee discussion of the potential benefit to the COE of avoiding higher long-term disposal costs by creating new capacity at Rice Island in the near term.  To do so would require a line item in the federal budget, and negotiation with the project sponsors.  Marcel reiterated that the sponsors would be unlikely to support a new line item for this purpose.  The main attraction for the COE is avoiding the high cost of ocean disposal once Rice Island reaches capacity, but the cost of ocean disposal could decrease over the next several years; conditions have tended to change rapidly on the lower Columbia.  He said that the question should be put before policy-level decision makers at the ports. Marcel also noted that it might be problematic to ask for funds for future capacity when it is already a challenge to get funds annually for maintenance.  

Sheryl said in that case, the only way to have disposal at Ross Island would be if it is the least cost alternative today, not tomorrow. Steve said that with respect to the royalty, the State Land Board could decide to discount the royalty for projects with a partial public benefit.  

Pam said she would modify the cooperative agreement based on discussion at the meeting and circulate it for additional review.  She said she would call individual committee members to determine possible next steps to include in the meeting, and, if it seemed fruitful, schedule another meeting in the fall. 

Gene Derfler thanked everyone for their participation and said he hoped they would agree to meet again if needed.  The meeting adjourned at 3:30 PM.
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