UGS BOARD MEETING
Department of Natural Resources
Utah Geological Survey
1594 West North Temple, Suite 3110, Salt Lake City
Wednesday, January 9, 2019

The meeting of the UGS Board was called to order at 8:34 a.m.

ATTENDANCE
Board members: Marc Eckels — Chair, Dave Garbrecht, Ken Fleck, Elissa Richards, Pete Kilbourne

UGS Staff: Mike Hylland, Jodi Patterson, Cheryl Gustin

Apologies: Sam Quigley, Rick Chesnut, and Tom Faddies

Board Member Tenure

Elissa Richards, Ken Fleck, and Sam Quigley have completed required paper work for application to serve
another term on the board. Governor approval pending.

Introduction of New Employees

Bill Keach replaced Rick Allis as the new Director/State Geologist, Jen Miller replaced Vicky Clarke as
Publications Manager, Jenny Erickson replaced Jen Miller as Graphic Designer, Elliot Jagniecki replaced Craig
Morgan as Oil and Gas Senior Geologist, Ryan Gall replaced Mark Gwynn as Geologist, Stephanie Mills
replaced Ken Krahulec as Metals Geologist. All were introduced to the Board.

APPROVAL OF MINUTES

Pete Kilbourne motioned to approve the minutes of the August 22, 2018, UGS Board meeting as written. Ken
Fleck seconded the motion. The Board voted, and the motion carried.

Director’s Report
Summary

The new year marks the 70" anniversary of the Utah Geological Survey (UGS), and is already notable for
seeing the retirement of our longest-serving Director/State Geologist, and the hiring of our first female Ph.D.
employee.

Marc Eckels questioned if there was any sort of a celebration planned for the anniversary. Mike Hylland
responded by saying any formal celebration will likely be deferred until possibly the UGS’s 75™ anniversary.



Mike Hylland continued with his report. Although our budget remains relatively stable, concerns remain
regarding low Mineral Lease revenue and uncertainties associated with external funding sources. Inclusion of a
requested FY20 building block in the Governor’s budget recommendations is encouraging, but brings a
challenge in having to generate 50% of the requested funding internally.

Financial Update

Jodi Patterson continued with the financial update. Low revenues from Mineral Lease royalties continues to be
a concern, with the main factor being less production on federal lands (which generate the royalties). Mike
Vanden Berg reports that November Mineral Lease revenue to the UGS came in about 10% higher than
predicted, making for three relatively strong months in a row. However, there has been significant volatility in
the energy markets recently, with oil prices dropping below $50 in December. On the positive side, crude oil
production in the Uinta Basin has recovered faster than expected from the declines seen in the early summer due
to the HollyFrontier refinery fire. Production increased in July and August, helping make up for the loss in
value from dropping prices. Mike’s current forecast of Mineral Lease revenue to the UGS for FY 19 is $1.4
million, up slightly from a revised forecast of $1.35 million earlier in the fall. For comparison, Mineral Lease
revenues to the UGS were $1,488,862 in FY18 and $1,603,100 in FY17.

Marc Eckels discussed the possibility of replacing Mineral Lease payments and receiving funding from the
General Fund. Once Bill Keach is here Marc would like to further explore this possibility and have a discussion
as to how to possibly make that happen.

Financial documents in the Board packet include the FY19 UGS operating budget summary (through November
2018), the FY'19 Mineral Lease revenue summary, and the contracts monitoring summary. The UGS is currently
forecasting a 2019 fiscal year surplus of approximately $415k. We started FY 19 with a carry-forward from last
fiscal year (2018) of $521,584, so we are currently estimating a net decrease of just over $100k. It is important
to sustain the carry-forward balance in the range of $500,000 to $1 million to accommodate large unexpected
funding swings.

November represents 42% of the fiscal year completed. Total percentage of outside revenue billed is about
38%; this is in line with expenditures to date at 37.7%. After December’s financials, we will conduct a mid-
year, detailed review of project and operating budgets and make forecast adjustments as necessary. Typically,
the outside revenue estimate decreases by about $100k.

Marc Eckels questioned if there were any concerns over large invoices being overdue. Jodi Patterson stated
Account Receivables are current, and she has not had any problems submitting payments with the federal
government shut down.

Marc Eckels asked why the FY20 USGS earthquake hazard proposals were not funded. Mike Hylland
explained that funding for the annual Earthquake Working Group meetings has recently switched to a
competitive basis, and he is unsure why the proposal was not funded. The other proposal, for fault trenching,
could probably be resubmitted with a strengthened technical approach.

Mike continued with the Director’s Report.

Personnel Changes



In the Geologic Information and Outreach program, Jenny Erickson has been hired as a Graphic Arts
Specialist/Web Designer. Jenny fills the vacancy in the Editorial Section that was created when Jen Miller was
promoted to Publications Manager following Vicky Clarke’s retirement in September.

In the Groundwater program, Lindsey Smith resigned his position in the Wetlands section to take a private-
sector job in Texas. The open Wetlands Mapper position is being advertised at the time of this writing.

In the Energy and Minerals program, Ken Krahulec retired after 14 years with the UGS. To retain expertise in
the field of metallic mineral resources, an offer was extended to, and accepted by, Stephanie Mills, who will
begin employment as the new UGS Metals Geologist on January 14. Stephanie completed her B.S. in
geosciences at the University of Texas, Austin, in 2009, and her doctorate in geosciences at Monash University
in Melbourne, Australia, in 2013. Her dissertation focused on gold deposits in China. Since 2013 Stephanie has
worked as a metals exploration geologist for Fortescue Metals Group, Rio Tinto Exploration, and Barrick Gold
Corporation.

UGS Administration saw two retirements at the end of 2018: Pam Perri and Rick Allis. Pam was the UGS
Administrative Assistant and had been with the UGS six years. We will defer filling the vacant Administrative
Assistant position until after the new director has a chance to evaluate administrative support needs. In the
meantime, we have distributed Administrative Assistant duties between our two program secretaries (Cheryl
Gustin and Starr Soliz), with our Accounting Technician (Linda Bennett) and Financial Manager (Jodi
Patterson) providing back-up as needed.

Rick Allis retired after 18 years of service as UGS Director/State Geologist. In retirement, Rick will transition
to a volunteer Emeritus Geoscientist position with the UGS, coordinating formal publication of FORGE Phase
IT research in a UGS Miscellaneous Publication (14 individual papers by both UGS and outside authors).
Working with Beaver County, Rick will also help develop informational signage for the renewable energy
corridor near Milford.

Bill Keach has accepted the appointment as the UGS’s seventh Director/State Geologist. Bill is a scientist,
educator and technology expert with 30+ years’ experience in industry, academia and regulatory state
government. Following degrees in geology (B.S., BYU) and geophysics (M.S., Cornell), Bill spent 5+ years
exploring for hydrocarbons with SOHIO/BP in California and offshore Gulf of Mexico. He then joined
Landmark Graphics (now Halliburton) where he spent 17 years in a variety of roles traveling the world
developing 3D visualization technology and adoption. He returned to Utah in 2006 taking roles at both the
Energy and Geoscience Institute (University of Utah) and BYU doing research and teaching courses on seismic
interpretation and reservoir modeling. In 2017 he accepted a role with California’s Division of Oil, Gas, and
Geothermal Resources to evaluate reservoirs and bring technology into the division. While in California he has
continued his adjunct appointments with the University of Utah (Chemical Engineering) and BYU to satisfy his
passion for teaching. Bill is anticipating a mid-January start date with the UGS. Until then, Mike Hylland will
serve as Acting Director.

Hellmut Doelling was recognized with a Distinguished Service Award at the annual DNR awards ceremony in
December. Combining his employment and volunteer time as a draftsman, geologic mapper, and program
manager, Hellmut has provided 65 years of service to the UGS. In October, at the age of 88, Hellmut led a two-
day field review of what will likely be his last geologic mapping project, covering the west half of the Salina
30’ x 60’ quadrangle.

Building Block Requests



The UGS FY20 incremental budget (building block) request for $120k (ongoing) to fund geologic data
coordination was included in the Governor’s budget recommendations. Our request was for 100% General
Funds; however, GOMB changed the funding structure to $60k General Funds and $60k Dedicated Credits (i.e.,
restricted funds and fee collections). We have followed up with our Legislative Fiscal Analyst to express
concern about our ability to shift funds internally to cover the Dedicated Credits funding requirement, and will
include appropriate discussion in our presentation to the Natural Resources, Agriculture, and Environmental
Quality Appropriations Subcommittee during the 2019 legislative session.

We will continue to position ourselves for a future building block request for funding to expand the Utah Core
Research Center. As discussed at the last Board meeting, recent donations have filled the facility, and lower-
priority material is being temporarily housed in a Clearfield warehouse. A solution that best meets the needs of
users is an expansion of warehouse space by 9000 sq ft, and a 3000 sq ft area for improved core layout and
examination. It is recognized that this request may take several years to progress.

Additional Governor’s Budget Recommendations FY2020

¢ $481,400 One-time, Dedicated Credits, FY 19 Supplemental. This is to increase the original FY'19
appropriation for increased revenue estimates.

¢ $314,700 One-time, Dedicated Credits, FY20. This is to increase the original FY 19 appropriation base
budget which is the starting point for FY20 for increased revenue estimates.

e Compensation: The Governor has recommended: 2.5% COLA, 4.35% Health Insurance Increase,
Targeted Increases (for UGS this includes the Financial Manager II and the Senior GIS Analyst),
Unemployment Rate Change, and Workers Compensation Rate Change.

Proposed Fee Change

As required by 63J-1-504 (4)(a), “Each fee agency that is proposing a new fee or proposing to change a fee
shall: (a) present each proposed fee at a public hearing, subject to the requirements of Title 52, Chapter 4, Open
and Public Meetings Act.”

The UGS is proposing the following fee change to be presented at the 2019 General Session of the State
Legislature. There were previously two Geologic Hazards, School Site Review fees. We propose consolidating
the two fees into one, renaming it, and increasing the amount slightly to reflect increases in compensation costs
over the years.

Current:

Review of Geologic Hazards Report for New School Site, $500 plus travel
Preliminary Screening of a Proposed School Site, $550 plus travel
Proposed:

School Site Review, $575 plus travel

There were no members from the public present and no comments on the proposed fee change.

Legislative Update



Currently no bills or issues that could impact the UGS have been identified. We will continue to request
approved intent language that allows us to save Mineral Lease revenue in above-average years to cover revenue
shortfalls in below-average years. The goal is to build a Mineral Lease carry-forward balance of about $1
million.

Contract Proposals

Enclosed in the Board meeting materials is the Contract Proposal spreadsheet from 2016 forward. This is a good
indicator of how successful the UGS is in obtaining external funding, both through federal funds and dedicated
credits, and what’s on the horizon. Unfortunately, two of the three USGS National Earthquake Hazards
Reduction Program (NEHRP) grant applications were not funded, and the third is on hold. In addition to the
contracts listed below for approval, we also received a new contract from SITLA for Oil and Gas Research for
$30,000.

ACTION ITEM

Although contract proposals for external funding are provisionally approved by the Board by email, they are
required to be formally approval at the next Board meeting. The following proposals were approved by the
Board between their August 22", 2018, meeting and the present meeting:

National Groundwater Monitoring Network,; funding from USGS; new funding to UGS $10,549, total project
cost $21,098; estimated start 10/1/2019, estimated project end 9/29/2020.

Utah 2019 STATEMAP Geologic Mapping; funding from USGS; new funding to UGS $300,000 requested
(anticipate about $165,000 to be awarded), total project cost $600,000 (anticipate will be reduced to about
$340,000 after award); estimated start 7/1/2019, estimated project end 6/30/2020.

Mid Mesozoic at Northern Capitol Reef National Park; funding from BLM; new funding to UGS $25,000, total
project cost $50,000; estimated start 4/1/2019, estimated project end 6/30/19.

Utah Mineral Information Development (Phase 2); funding from BLM; new funding to UGS $50,000, total
project cost $55,000; estimated start 10/1/2018, estimated project end 6/30/2020.

Elissa Richards motioned to approve the above proposals. Dave Garbrecht seconded. Board voted, and motion
carried.

Suggested Dates for FY19-20 Board Meetings

Wednesday, May 8, 8:30—11:30 (main topics: (1) review budget implications of 2019 legislative session, (2)
select Crawford Award winner)

Wednesday, August 21, 8:30—11:30 (main topic: financial close-out of FY'19)
September 13—15 (Board field trip, proposed destination: northwestern Utah/Great Salt Lake Desert)

Wednesday, January 8, 2020, 8:30—11:30 (main topics: (1) prepare for legislative session, (2) review mid-year
financials)



Presentations:
Mike Vanden Berg, Elliot Jagniecki, and Andrew Rupke presented Energy and Minerals Program updates.

Hugh Hurlow gave a Groundwater and Wetlands Program summary.

ACTION ITEM

Marc Eckels and Pete Kilbourne volunteered to continue their roles as Chair and Vice Chair for another year.

Pete Kilbourne motioned for Marc Eckels to continue as Chair. Ellisa Richards seconded the motion. Board
voted and motion carried.

Dave Garbrecht motioned for Pete Kilbourne to continue as Vice Chair. Ken Fleck seconded motion. Board
voted and motion carried.

Marc Eckels adjourned at 11:10 am.

Next Meeting: Wednesday, May 8, 2019.
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Regular Mineral Lease Funds

Received for FY 2019
July 130,617.82
August 83,381.94
September 114,308.55
October * 228,338.34
November 122,060.19
December
January
February
March
April
May
June
FY 2019 678,706.84

* $126,169.34 October + $102,169 last year's sequester return.

M:\My Drive\Monthly Reports\Mineral Lease Funds\FY 2019\Nov 2018\Nov Mineral Lease Report for FY 2019 with
chart.xls
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