South Coast
4 Air Quality Management District

21865 Copley Drive, Diamond Bar, CA 91765-4178
A (909) 396-2000 + www.aqmd.gov

AGENDA

MEETING, APRIL 3, 2020
A meeting of the South Coast Air Quality Management District Board will be held at 9:00 AM
Pursuant to Governor Newsom’s Executive Order N-29-20, (March 18, 2020), the Governing Board meeting will

only be conducted via video conferencing and by telephone. Please follow the instructions below to join the
meeting remotely.

INSTRUCTIONS FOR ELECTRONIC PARTICIPATION
Join Zoom Meeting - from PC, Laptop or Phone
https://scagmd.zoom.us/|/7927318325
Meeting ID: 792.731.8325 (applies to all)
Teleconference Dial In
+1 669 900 6833
One tap mobile
+ 16699006833,,7927318325#

Audience will be allowed to provide public comment through telephone or Zoom connection.

Phone controls for participants:
The following commands can be used on your phone’s dial pad while in Zoom meeting:

* *6 - Toggle mute/unmute
* *9 - Raise hand

PUBLIC COMMENT WILL STILL BE TAKEN

Questions About an ® The name and telephone number of the appropriate staff person to call for
Agenda Item additional information or to resolve concerns is listed for each agenda item.

" In preparation for the meeting, you are encouraged to obtain whatever
clarifying information may be needed to allow the Board to move
expeditiously in its deliberations.

Meeting Procedures ®  The public meeting of the South Coast AQMD Governing Board begins at
9:00 a.m. The Governing Board generally will consider items in the order
listed on the agenda. However, any item may be considered in any order.

®  After taking action on any agenda item not requiring a public hearing, the
Board may reconsider or amend the item at any time during the meeting.

All documents (i) constituting non-exempt public records, (ii) relating to an item on the agenda, and (iii) having

been distributed to at least a majority of the Governing Board after the agenda is posted, are available prior to

the meeting at South Coast AQMD’s web page (www.agmd.gov).

Americans with Disabilities Act and Language Accessibility

Disability and language-related accommodations can be requested to allow participation in the Governing
Board meeting. The agenda will be made available, upon request, in appropriate alternative formats to assist
persons with a disability (Gov't Code Section 54954.2(a)). In addition, other documents may be requested in
alternative formats and languages. Any disability or language-related accommodation must be requested as
soon as practicable. Requests will be accommodated unless providing the accommodation would result in a
fundamental alteration or undue burden to the South Coast AQMD. Please contact the Clerk of the Boards
Office at (909) 396-2500 from 7:00 a.m. to 5:30 p.m., Tuesday through Friday, or send the request to
cob@aqmd.gov



mailto:cob@aqmd.gov
http:www.aqmd.gov
https://scaqmd.zoom.us/j/7927318325

CALL TO ORDER

e Pledge of Allegiance

e Opening Comments: William A. Burke, Ed.D., Chair

Other Board Members
Wayne Nastri, Executive Officer

CONSENT CALENDAR (Items 1 through 25)

Note: Consent Calendar items held for discussion will be moved to Item No. 26

1. Approve Minutes of March 6, 2020 Board Meeting
2. Set Public Hearings May 1, 2020 to:
A. Adopt Executive Officer's FY 2020-21 Proposed Goals

and Priority Objectives and Proposed Budget

The Executive Officer's Proposed Goals and Priority Objectives, and
Proposed Budget for FY 2020-21 have been developed and are
recommended for adoption. The Budget and Work Program for
FY 2020-21 represents input over the past several months from Board
members, staff, and the public. This year's process will include
meetings of the Budget Advisory Committee and two budget
workshops, one for the public to be held on April 7, 2020 and the
Board on April 10, 2020. The Proposed Budget incorporates, pursuant
to Rule 320, an increase of most fees by 2.8 percent consistent with
the Consumer Price Index; however, staff is proposing to credit back
this year’'s automatic CPI increase to counter the economic effects of
the COVID-19 pandemic. This action is to adopt the Executive
Officer's Proposed Goals and Priority Objectives, and Proposed
Budget for FY 2020-21. (Review: Special Board Meeting/Budget
Study Session, April 10, 2020)

Staff/Phone (909) 396-

Thomas/2500

Nastri/3131

Jain/2804
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B. Determine That Proposed Amendments to Rule 445 —
Wood-Burning Devices, Are Exempt from CEQA and
Amend Rule 445

Proposed amendments to Rule 445 will satisfy U.S. EPA contingency
measure requirements and Control Measure BCM-09 from the 2016
AQMP. The threshold for no-burn days would be incrementally
lowered automatically for each subsequent final determination by the
U.S. EPA of a failure to meet an applicable Clean Air Act milestone.
The proposed amendments would also reduce ambient PM2.5 by
expanding the criteria for Basin-wide wood-burning curtailments.
Other minor amendments include additional definitions for terms used
in the rule, and revisions to improve rule implementation and clarify
existing requirements. This action is to adopt the Resolution:
1) Determining that the proposed amendments to Rule 445 — Wood
Burning Devices, are exempt from the requirements of the California
Environmental Quality Act; and 2) Amending Rule 445 — Wood-
Burning Devices. (Reviewed: Stationary Source Committee,
March 20, 2020)

Budget/Fiscal | mpact

Recognize Revenue and Execute Contract to Assess Emissions
Impacts of Hydrogen-Natural Gas Fuel Blend on Natural Gas
Engines

Past studies have shown that the addition of hydrogen in natural gas may result
in lower engine emissions when combined with optimized engine calibration.
The University of California, Riverside (UCR)/CE-CERT, along with SoCalGas
and Cummins Westport Inc., has proposed a research project to assess the
criteria pollutant and GHG impacts of hydrogen-natural gas fuel blends on near-
zero emissions NOx heavy-duty natural gas engines. These actions are to
recognize revenue up to $305,000 from SoCalGas into the Clean Fuels Program
Fund (31) and execute a contract with UCR/CE-CERT in an amount not to
exceed $535,000 from the Clean Fuels Program Fund (31). (No Committee
Review)

Recognize Revenue, Implement Truck Trade Down Program and
Amend Award

In July 2019, the Board recognized $1,500,000 in FY 19 U.S. EPA Diesel
Emissions Reduction Act (DERA) funds and awarded those funds to a Market
Acceleration Program for near-zero emissions heavy-duty natural gas trucks.
Subsequently, U.S. EPA advised that an additional $789,581 in funds was
awarded to the South Coast AQMD. In December 2019, the Board approved a
contract with Metropolitan Stevedore Company dba Metro Ports to replace one
diesel switcher locomotive using Community Air Protection Program funds,
noting FY 18 DERA funds were anticipated to cost-share this project. These
actions are to recognize $789,581 in FY 19 DERA funds into the Clean Fuels
Program Fund (31) and $719,500 in FY 18 DERA funds into the Advanced
Technology, Outreach and Education Fund (17), implement a Truck Trade
Down Program, and amend an award for replacement of one diesel switcher
locomotive. (No Committee Review)

Rees/2856

Miyasato/3249

Miyasato/3249



Recognize and Transfer Funds, Execute and Amend Agreements
for Installation and Maintenance of Air Filtration Systems, and
Reimburse General Fund for Administrative Costs

U.S. EPA is executing two Supplemental Environmental Projects (SEPs) for
school air filtration and CARB is executing three SEPS, one for schools and two
for a residential air filtration pilot studies. Both agencies have asked South
Coast AQMD to act as the SEP administrator to install and maintain air filtration
systems at schools and residences in environmental justice communities. This
action is to recognize up to $146,250 from U.S. EPA and $1,205,300 from CARB
into the Air Filtration Fund (75) for these SEPs. These actions are to also
execute agreements to install and maintain air filtration systems and to provide
residential stipends in an amount not to exceed $1,283,973, execute or amend
access agreements with local school districts, amend contracts to purchase
additional filters using unspent administrative funds, and reimburse the General
Fund for administrative costs up to $67,577 for SEP administration. (No
Committee Review)

Recognize Revenue and Execute Contract to Perform Evaluation
of Vehicle Maintenance Costs Between Natural Gas and Diesel
Fueled On-Road Heavy-Duty Vehicles

South Coast AQMD has been supporting the rapid deployment of near-zero
emissions heavy-duty vehicles since near-zero NOx natural gas engines
became commercially available in 2015. To determine total cost of ownership,
a comparative evaluation of maintenance costs between natural gas and diesel
trucks needs to be performed. These actions are to recognize revenue up to
$150,000 from SoCalGas into the Clean Fuels Program Fund (31) and execute
a contract to perform a comparative evaluation of vehicle maintenance costs for
on-road heavy-duty vehicles in an amount not to exceed $250,000 from the
Clean Fuels Program Fund (31). (No Committee Review)

Adopt Resolution Recognizing Revenue for Funding Agricultural
Replacement Measures for Emission Reductions Program and
Reimburse General Fund for Administrative Costs

For FY 2019-20, the State Legislature allocated $65 million to CARB for the
Funding Agricultural Replacement Measures for Emission Reductions
(FARMER) Program. In October 2019, CARB issued a solicitation to air districts
specifying a tentative allocation of $894,170 to the South Coast AQMD. These
actions are to adopt a Resolution recognizing revenue up to $894,170 from
CARSB into the Carl Moyer Program Fund (32) for the FY 2019-20 FARMER
grant award and to reimburse the General Fund for administrative costs up to
$55,886. (No Committee Review)

Miyasato/3249

Miyasato/3249

Berry/2363



10.

-5-

Recognize Revenue, Amend Contract and Reimburse General
Fund for Administrative Costs for Enhanced Fleet Modernization
Program

Since 2015, the South Coast AQMD has been implementing an Enhanced Fleet
Modernization Program (EFMP), branded as Replace Your Ride. The program
is administered with assistance from contractors providing case management
and remote sensing technical support. For FY 2018-19, CARB has allocated
$1.4 million in AB 118 funds to the South Coast AQMD for the continued
implementation of the EFMP. These actions are to: 1) recognize up to
$1.4 million from CARB; 2) approve vouchers and other alternative mobility
options until all available funds are exhausted; 3) amend a contract with a
consultant adding $400,000 for continued program support; and 4) reimburse
the General Fund for administrative costs necessary to implement the EFMP.
(No Committee Review)

Reallocate Funds, Execute Contract and Add/Delete Positions to
Quantify and Characterize Fugitive VOC Emissions Near and
Around Refineries

South Coast AQMD is conducting comprehensive air pollution measurements
near refineries and surrounding communities as part of the AB 617 and
Rule 1180 programs. The Community Emissions Reduction Plan for the
Wilmington/Carson/West Long Beach community has a measure to reduce
NOx, SOx, VOCs and other associated toxics emissions from refineries by
50 percent between 2020 and 2030. To assess this target, there is a need to
quantify and characterize fugitive VOC emissions near and around refineries in
2020 as well as to assess progress in the future once a baseline has been
established. As part of Rule 1180, staff will be operating and maintaining a
network of community air monitoring stations throughout the Basin. These
actions are to reallocate up to $500,000 to Science & Technology
Advancement’'s FYs 2019-20 and 2020-21 Budgets, execute a contract, and
approve the addition and deletion of Rule 1180 positions to perform this work.
(No Committee Review)

Approve Transfer of Funds to Conduct Rule 1118.1 Technical
Assessment

On January 4, 2019, Rule 1118.1 — Non-Refinery Flares was adopted. Rule
1118.1 establishes requirements to reduce NOx and VOC emissions from non-
refinery flares and encourages alternatives to flaring such as beneficial use of
gas such as energy generation, transportation fuels, or pipeline injection. The
Board Resolution for the adoption of Rule 1118.1 directed staff to conduct a
technical assessment to further investigate beneficial uses of gas as an
alternative to flaring at non-refinery facilities. Funding is needed to contract with
an engineering consultant that will be selected through a competitive bidding
process to conduct this technical assessment for an amount not to exceed
$75,000. This action is to transfer funds from the General Fund Undesignated
(Unassigned) to Planning, Rule Development and Area Sources’ FY 2020-21
Professional and Special Services Account. (No Committee Review)

Berry/2363

Low/2269

Nakamura/3105
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12.

13.

14.

15.
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Appropriate Funds and Amend or Execute Contracts with Outside
Counsel and Specialized Legal Counsel and Services

This action is to appropriate $460,000 from the General Fund Undesignated
(Unassigned) Fund Balance to Legal’s FY 2019-20 and/or FY 2020-21 Budgets
and amend or execute contracts for legal counsel for specialized,
environmental, and other litigation. (No Committee Review)

Audit Reports of AB 2766 Fee Revenue Recipients for Fiscal
Years Ending June 30, 2016 and 2017

Health and Safety Code §44244.1 requires any agency that receives fee
revenues subvened from the Department of Motor Vehicles to be audited once
every two years. This audit of South Coast AQMD’s share, MSRC's share, and
local governments’ share of such subvened funds, performed by independent
Certified Public Accountants, has been completed. (No Committee Review)

Remove Various Fixed Assets from South Coast AQMD
Inventory

South Coast AQMD Administrative Policies and Procedures No. 20 requires
each organizational unit to review fixed assets for obsolescence and disposal
every six months. This action is to approve removal of surplus equipment and
motor vehicles determined to be obsolete, non-operational and not worth
repairing. (No Committee Review)

Establish List of Prequalified Legal Counsel to Provide Employee
and Labor Relations Legal Services

On January 10, 2020, the Board approved release of an RFP to prequalify
outside legal counsel with expertise in handling employee and labor relations
matters. This action is to establish a list of prequalified counsel to advise and
represent South Coast AQMD in employee and labor relations matters. Funds
for these services have been included in the FY 2019-20 Budget and will be
requested in successive fiscal years. (No Committee Review)

Establish Prequalified Vendor Lists Relating to Fleet Services and
Building Maintenance

On January 10, 2020, the Board approved release of an RFQ for automotive
mechanical repair and service for South Coast AQMD’s vehicle fleet. On
September 7, 2018, the Executive Officer released an RFQQ for interior painting
contractors for future projects. This action is to approve these prequalified
vendor lists, to be used for the next three years. Funds for services using these
prequalified vendor lists have been included in the FY 2019-20 Budget and will
be requested in successive fiscal years. (No Committee Review)

Gilchrist/3459

Jain/2804

Jain/2804

Olvera/2309

Olvera/2309



16.

17.

18.

19.

20.
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Authorize Purchase of Maintenance and Support Services for
Servers and Storage Devices

The servers and storage devices are used by enterprise-level software
applications that currently support the Clean Air Support System for all South
Coast AQMD core activities. Maintenance support for these systems will expire
on April 30, 2020. This action is to obtain approval for the sole source purchase
of hardware and software maintenance and support services for servers and
storage devices from Hewlett Packard Enterprise Company for one year, in an
amount not to exceed $120,000. Funds for these purchases are included in
Information Management's FY 2020-20 Budget. (No Committee Review)

Amend Contract to Provide Short- and Long-Term Systems
Development, Maintenance and Support Services

South Coast AQMD currently has contracts with several companies for short-
and long-term systems development, maintenance and support services. These
contracts are periodically amended as additional needs are defined. This action
is to amend contracts previously approved by the Board to add additional
funding for needed development and maintenance work in an amount not to
exceed $210,000 for AgreeYa Solutions, $265,000 for Prelude Systems,
$338,000 for Sierra Cybernetics, and $710,000 for Varsun eTechnologies.
Funding is available in Information Management’'s FY 2019-20 Budget. (No
Committee Review)

Action |tem/No Fiscal | mpact

Amend Charter for Local Government and Small Business
Assistance Advisory Group

The Board’'s Administrative Committee currently serves as the Local
Government & Small Business Assistance (LGSBA) Advisory Group’s liaison.
This action is to amend the Charter granting the LGSBA Advisory Group the
authority to present recommendations for action to the Board through the
Administrative Committee. (No Committee Review)

I tems 19 through 25 - I nformation Only/Receive and File

Legislative, Public Affairs, and Media Report

This report highlights the February 2020 outreach activities of the Legislative,
Public Affairs and Media Office, which includes: Major Events, Community
Events/Public  Meetings, Environmental Justice Update, Speakers
Bureau/Visitor Services, Communications Center, Public Information Center,
Business Assistance, Media Relations and Outreach to Business and Federal,
State and Local Government. (No Committee Review)

Hearing Board Report

This reports the actions taken by the Hearing Board during the period of
February 1 through February 29, 2020. (No Committee Review)

Moskowitz/3329

Moskowitz/3329

Alatorre/3122

Alatorre/3122

Prussack/2500



21.

22.

23.

24.

25.

26.
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Civil Filings and Civil Penalties Report

This reports the monthly penalties from February 1, 2020 through February 29,
2020, and legal actions filed by the General Counsel's Office from February 1
through February 29, 2020. An Index of South Coast AQMD Rules is attached
with the penalty report. (Reviewed: Stationary Source Committee,
March 20, 2020)

Lead Agency Projects and Environmental Documents Received

This report provides a listing of CEQA documents received by the South Coast
AQMD between February 1, 2020 and February 29, 2020, and those projects
for which the South Coast AQMD is acting as lead agency pursuant to CEQA.
(No Committee Review)

Rule and Control Measure Forecast

This report highlights South Coast AQMD rulemaking activities and public
hearings scheduled for 2020. (No Committee Review)

Report of RFPs Scheduled for Release in April

This report summarizes the RFPs for budgeted services over $100,000
scheduled to be released for advertisement for the month of April. (No
Committee Review)

Status Report on Major Ongoing and Upcoming Projects for
Information Management

Information Management is responsible for data systems management services
in support of all South Coast AQMD operations. This action is to provide the
monthly status report on major automation contracts and planned projects. (No
Committee Review)

Items Deferred from Consent Calendar

BOARD CALENDAR

27.

28.

Stationary Source Committee (Receive & File) Chair: Benoit

Staff Presentation/Board Discussion

Update on Proposed Rail Yard Indirect Source Rule (Presentation in
lieu of Board Letter)

The proposed new regulation would reduce regional and local emissions from
rail yards, consistent with the 2016 AQMP and the AB 617 Year 1 Community
Emission Reduction Plans. Staff will present a status update on the proposed
regulatory actions, including how these actions are being coordinated with
CARB’s proposed rail strategies. (No Committee Review)

Gilchrist/3459

Nakamura/3105

Fine/2239

Jain/2804

Moskowitz/3329

Dejbakhsh/2618

Rees/2856



PUBLIC COMMENT PERIOD — (Public Comment on Non-Agenda Items, Pursuant to
Government Code Section 54954.3)

BOARD MEMBER TRAVEL - (No Written Material)

Board member travel reports have been filed with the Clerk of the Boards, and copies are available upon
request.

CONFLICT OF INTEREST DISCLOSURES - (No Written Material)

Under the approval authority of the Executive Officer, the District will enter into a contract with the
Los Angeles County Economic Development Corporation (Contract No. C20248). The Los Angeles County
Economic Development Corporation is a potential conflict of interest for Governing Board Members
Kathryn Barger and Joe Buscaino, which qualifies for the remote interest exception of Section 1090 of the
California Government Code. Governing Board Members Barger and Buscaino, both abstained from any
participation in the making of the contract.

CLOSED SESSION - (No Written Material) Gilchrist/3459

CONFERENCE WITH LEGAL COUNSEL — EXISTING LITIGATION

It is necessary for the Board to recess to closed session pursuant to Government Code sections 54956.9(a)
and 54956.9(d)(1) to confer with its counsel regarding pending litigation which has been initiated formally
and to which the SCAQMD is a party. The actions are:

* In the Matter of SCAQMD v. Aerocraft Heat Treating Co., Inc. and Anaplex Corp., SCAQMD Hearing
Board Case No. 6066-1 (Order for Abatement);

¢ Inthe Matter of SCAQMD v. Browning-Ferris Industries of California, Inc. dba Sunshine Canyon Landfill,
SCAQMD Hearing Board Case No. 3448-14;

+  Communities for a Better Environment v. SCAQMD, Los Angeles Superior Court Case No. BS161399
(RECLAIM);

+  Communities for a Better Environment v. South Coast Air Quality Management District, Court of Appeals,
Second Appellate District, Case No. B294732 (Tesoro);

+  Communities for a Better Environment v. South Coast Air Quality Management District, Los Angeles
Superior Court Case No. 19STCP05239 (Tesoro);

+ People of the State of California, ex rel. SCAQMD v. Exide Technologies, Inc., Los Angeles Superior
Court Case No. BC533528;

* Inre: Exide Technologies, Inc., U.S. Bankruptcy Court, District of Delaware, Case No. 13-11482 (KJC)
(Bankruptcy Case); Delaware District Court, Case No.: 19-00891 (Appellate Case);

* In the Matter of SCAQMD v. Southern California Gas Company, Aliso Canyon Storage Facility,
SCAQMD Hearing Board Case No. 137-76 (Order for Abatement); People of the State of California, ex
rel SCAQMD v. Southern California Gas Company, Los Angeles Superior Court Case No. BC608322;
Judicial Council Coordinated Proceeding No. 4861;
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* In the Matter of SCAQMD v. Torrance Refining Company, LLC, SCAQMD Hearing Board Case
No. 6060-5 (Order for Abatement);

* People of the State of California, ex rel South Coast Air Quality Management District v. The Sherwin-
Williams Company, an Ohio Corporation, and Does 1 through 50, Inclusive, Los Angeles Superior Court,
Case No. PSCV 00136;

e CalPortland Company v. South Coast Air Quality Management District; Governing Board of the South
Coast Air Quality Management District; and Wayne Nastri, Executive Officer, and Does 1-100,
San Bernardino County Superior Court, Case No. CIV DS 19258941;

» Downwinders at Risk et al. v. EPA, United States Court of Appeals D.C. Circuit, Case No. 19-1024
(consolidated with Sierra Club, et al. v. EPA, No. 15-1465);

¢ SCAQMD, et al. v. Elaine L. Chao, et al., District Court for the District of Columbia, Case No. 1:19-cv-
03436-KBJ

+ SCAQMD, et al. v. EPA, United States Court of Appeals D.C. Circuit, Case No. 19-1241 (consolidated
with Union of Concerned Scientists v. NHTSA, No. 19-1230); and

e Association of Irritated Residents v. U.S. EPA, SCAQMD, SJVUAPCD, et al., United States Court of
Appeals, D.C. Circuit, Case No. 19-71223.

CONFERENCE WITH LEGAL COUNSEL — INITIATING LITIGATION

It is also necessary for the Board to recess to closed session pursuant to Government Code section
54956.9(a) and 54956.9(d)(4) to consider initiation of litigation (four cases).

CONFERENCE WITH LEGAL COUNSEL — ANTICIPATED LITIGATION

Also, it is necessary for the Board to recess to closed session pursuant to Government Code section
54956.9(d)(2) to confer with its counsel because there is a significant exposure to litigation against the

SCAQMD (two cases).

Letter from Steven J. Olson, O’Melveny & Myers LLP, on behalf of ExxonMobil Corporation, dated
August 22, 2018.

Email from Somerset Perry, California Deputy Attorney General, dated March 13, 2019, regarding Notice of
Violation P61321.

ADJOURNMENT
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**PUBLIC COMMENTS***

Members of the public are afforded an opportunity to speak on any agenda item before consideration
of that item. Please notify the Clerk of the Board, (909) 396-2500, if you wish to do so. All agendas are
posted at South Coast AQMD Headquarters, 21865 Copley Drive, Diamond Bar, California, at least 72
hours in advance of the meeting. At the end of the agenda, an opportunity is also provided for the
public to speak on any subject within the South Coast AQMD's authority. Speakers will be limited to
a total of three (3) minutes for the Consent Calendar and Board Calendar and three (3) minutes or less
for other agenda items.

Note that on items listed on the Consent Calendar and the balance of the agenda any motion,
including action, can be taken (consideration is not limited to listed recommended actions).
Additional matters can be added and action taken by two-thirds vote, or in the case of an emergency,
by a majority vote. Matters raised under the Public Comment Period may not be acted upon at that
meeting other than as provided above.

Written comments will be accepted by the Board and made part of the record. Written comments may
be submitted electronically to cob@agmd.gov Electronic submittals to cob@agmd.gov of 10 pages
or less including attachment, in MS WORD, PDF, plain or HTML format will also be accepted by the
Board and made part of the record if received no later than 5:00 p.m., on the Tuesday prior to the
Board meeting.

ACRONYMS

AQ-SPEC = Air Quality Sensor Performance NESHAPS = National Emission Standards for
Evaluation Center

AQIP = Air Quality Investment Program

AQMP = Air Quality Management Plan

AVR = Average Vehicle Ridership

BACT = Best Available Control Technology

BARCT = Best Available Retrofit Control Technology
Cal/EPA = California Environmental Protection Agency
CARB = California Air Resources Board

CEMS = Continuous Emissions Monitoring Systems

Hazardous Air Pollutants
NGV = Natural Gas Vehicle
NOx = Oxides of Nitrogen
NSPS = New Source Performance Standards
NSR = New Source Review
OEHHA = Office of Environmental Health Hazard
Assessment
PAMS = Photochemical Assessment Monitoring
Stations
PEV = Plug-In Electric Vehicle
PHEV = Plug-In Hybrid Electric Vehicle
PM10 = Particulate Matter < 10 microns
PM2.5 = Particulate Matter < 2.5 microns
RECLAIM=Regional Clean Air Incentives Market
RFP = Request for Proposals

CEC = California Energy Commission

CEQA = California Environmental Quality Act

CE-CERT =College of Engineering-Center for Environmental

Research and Technology

CNG = Compressed Natural Gas

CO = Carbon Monoxide

DOE = Department of Energy

EV = Electric Vehicle

FY = Fiscal Year

GHG = Greenhouse Gas

HRA = Health Risk Assessment

LEV = Low Emission Vehicle

LNG = Liquefied Natural Gas

MATES = Multiple Air Toxics Exposure Study

MOU = Memorandum of Understanding

MSERCSs = Mobile Source Emission Reduction Credits

MSRC = Mobile Source (Air Pollution Reduction) Review
Committee

NATTS =National Air Toxics Trends Station

RFQ = Request for Quotations

RFQQ=Request for Qualifications and Quotations

SCAG = Southern California Association of Governments

SIP = State Implementation Plan

SOx = Oxides of Sulfur

SOON = Surplus Off-Road Opt-In for NOx

SULEV = Super Ultra Low Emission Vehicle

TCM = Transportation Control Measure

ULEV = Ultra Low Emission Vehicle

U.S. EPA = United States Environmental Protection
Agency

VOC = Volatile Organic Compound

ZEV = Zero Emission Vehicle




4+ Back to Agenda

BOARD MEETING DATE: April 3, 2020 AGENDA NO. 1
MINUTES: Governing Board Monthly Meeting
SYNOPSIS: Attached are the Minutes of the March 6, 2020 meeting.

RECOMMENDED ACTION:
Approve Minutes of the March 6, 2020 Board Meeting.

Faye Thomas
Clerk of the Boards

FT:.cmw




FRIDAY, MARCH 6, 2020

Notice having been duly given, the regular meeting of the South Coast Air Quality
Management District Board was held at District Headquarters, 21865 Copley Drive,
Diamond Bar, California. Members present:

William A. Burke, Ed.D., Chairman
Speaker of the Assembly Appointee

Council Member Ben Benoit, Vice Chairman
Cities of Riverside County

Supervisor Lisa A. Bartlett
County of Orange

Council Member Joe Buscaino (Left at 11:00 a.m.)
City of Los Angeles

Council Member Michael A. Cacciotti
Cities of Los Angeles County — Eastern Region

Senator Vanessa Delgado (Ret.)
Senate Rules Committee Appointee

Gideon Kracov
Governor’'s Appointee

Mayor Larry McCallon
Cities of San Bernardino County

Council Member Judith Mitchell
Cities of Los Angeles County — Western Region

Supervisor V. Manuel Perez
County of Riverside

Council Member Carlos Rodriguez
Cities of Orange County

Supervisor Janice Rutherford
County of San Bernardino

Member absent:

Supervisor Kathryn Barger
County of Los Angeles



CALL TO ORDER: Chairman Burke called the meeting to order at 9:00 a.m.

Pledge of Allegiance: Led by Gideon Kracov.
Opening Comments

Senator Delgado reported on a recent tour she took with staff of rendering
facilities in East Los Angeles. She thanked staff for their assistance and providing
her with a greater understanding of how the rule for these facilities is implemented.

Council Member Cacciotti shared photos of several electric lawn and
garden equipment events. He added that he has contacted Metrolink about
transitioning to electric garden equipment. He also shared information about smog
check fraud and enforcement actions.

Swearing in of Reappointed Board Member Michael A. Cacciotti

Chairman Burke administered the oath of office to Council Member Cacciotti
who was reappointed to the Board by the Los Angeles County City Selection
Committee - Eastern Region for a term ending January 15, 2024.

Swearing in of Newly Appointed Board Member Gideon Kracov

Chairman Burke administered the oath of office to Gideon Kracov who was
appointed to the Board by Governor Newsom for a term ending January 15, 2023.
Mr. Kracov stated that he looks forward to working with his colleagues on the
Board, staff and stakeholders.

CONSENT CALENDAR

1.

Approve Minutes of February 7, 2020 Board Meeting

Budget/Fiscal Impact

Execute Contracts to Replace Heavy-Duty Diesel Trucks with Near-Zero
Emissions Natural Gas Trucks

Adopt Resolution Recognizing Funds for FY 2019-20 Carl Moyer Program
Award, Issue Program Announcements for Carl Moyer Program and SOON
Provision and Transfer Funds for Voucher Incentive Program

Recognize Revenue and Transfer and Appropriate Funds for Volkswagen
Environmental Mitigation Trust



10.

Execute Contract to Conduct Airborne Measurements of NOx Emissions in
the South Coast Air Basin

Recognize Revenue, Amend Contract for Heavy-Duty Truck Replacements
and Reimburse General Fund for Administrative Costs

Execute Contract for Independent Audit Services for FYs Ending June 30,
2020, 2021 and 2022

Approve South Coast AQMD Annual Investment Policy and Delegation of
Authority to Appointed Treasurer to Invest South Coast AQMD Funds

Appropriate Funds and Amend Contract for Consultant Services for South
Coast AQMD's Why Healthy Air Matters High School Program

Issue Purchase Order to Promote "The Right to Breathe” Video

Chairman Burke noted that Item No. 10 would be referred back to the
Administrative Committee.

Agenda Item Nos. 3 and 10 were pulled for comment and discussion.

Mr. Nastri noted a correction to Item No. 18 indicating that the contract
amount listed on page 6 of the Contract Activity Report for Kone Inc. (C20059)
should be $1.4 million.

Council Member Mitchell noted that she has no financial interests in Item
Nos. 3 and 4 but is required to identify for the record that she is a Board Member
of CARB, which is involved in both items.

Due to a number of requests to speak and Board member questions on
Consent and Board Calendar items 1 through 26, the vote on the Consent and
Board Calendar was deferred until after those comments were made, and Board
member questions were answered.

Harvey Eder, Public Solar Power Coalition, requested to speak on Agenda
Items 1 through 19 and 21 through 26. He expressed concerns about climate
change, global warming and dependence on fossil fuels.
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MOVED BY CACCIOTTI, SECONDED BY
BUSCAINO, AGENDA ITEMS 1, 2, 4
THROUGH 9 APPROVED AS
RECOMMENDED, ADOPTING RESOLUTION
NO. 20-6 DELEGATING AUTHORITY TO THE
TREASURER OF THE COUNTY OF THE LOS
ANGELES TO |INVEST AND REINVEST
FUNDS OF THE SOUTH COAST AIR QUALITY
MANAGEMENT DISTRICT, BY THE
FOLLOWING VOTE:

AYES: Bartlett, Benoit, Burke, Buscaino,
Cacciotti, Delgado, Kracov,
McCallon, Mitchell, Perez,

Rodriguez and Rutherford

NOES: None

ABSENT: Barger

Items Deferred from Consent Calendar

Board Member Kracov recused himself from Agenda Item No. 10 and left
the room during the discussion because of a financial interest in Alphabet Inc.

10. Issue Purchase Order to Promote "The Right to Breathe” Video

Emily Spokes, North East Los Angeles (NELA) Climate Collective,
commented on their petition on change.org urging Governor Newsom to appoint
an environmentalist to the Board. She expressed concern about the cost and
length of the video and offered suggestions on how to make videos more engaging
to increase viewership and encourage viewers to take action. She added that
spending $500,000 on carbon offsetting would do more to improve pollution.

Derrick Alatorre, DEO/Legislative, Public Affairs and Media, summarized
statistics on views of the video.

Jessica Craven, NELA Climate Collective, expressed concerns about fossil
fuel dependency and health effects from air pollution. She suggested that future
videos focus on practical measures that individuals can take to help improve air
quality.

Supervisor Rutherford commented that the funds allocated to the video
could be better spent on projects that directly reduce emissions.



Council Member Cacciotti commented on the benefits of using media as an
outreach tool and mentioned the video “Do One Thing” that was produced by
summer interns. He noted that funds should be used to educate the public and
support emission reduction projects.

Council Member Rodriguez commented on the importance of using funds
towards reaching attainment goals and recommended that staff explore diversified
communication strategies that include a call to action format.

Chairman Burke noted that the item would be referred back to the
Administrative Committee for further discussion and brought back to the Board.

3. Adopt Resolution Recognizing Funds for FY 2019-20 Carl Moyer Program
Award, Issue Program Announcements for Carl Moyer Program and SOON
Provision and Transfer Funds for Voucher Incentive Program

Council Member Cacciotti expressed support for the Carl Moyer program
and noted that Paul Dyson was in attendance to give public testimony on a new
technology to retrofit diesel locomotives. He noted that the retrofit technology is a
lower cost option to purchasing new locomotives. He asked staff to comment on
retrofit technology for locomotives.

Dr. Matt Miyasato, DEO/Science and Technology Advancement, noted that
the Board awarded Rail Propulsion Systems a project in 2017 to repower older
locomotive chassis and make them either hybrid or battery-electric. Work is
continuing on the project, but the technology is not yet commercialized and still
needs to be verified by CARB to qualify for more funding.

Mr. Paul Dyson, Rail Propulsion Systems, explained that they are working
on technology that will modernize older locomotives to Tier 4 for much lower than
the cost of a new locomotive which provides an economical path to zero emissions.
Phase two of the project proposes to recycle retired locomotives and retrofit them
with automotive lithium-based batteries paired with a battery locomotive to provide
a high-performance hybrid unit with low emissions and 30 percent better fuel
economy. Mr. Dyson stated that the Carl Moyer statute provides for a
demonstration project to be funded and he believes that theirs is an innovative
sustainable project that is worthy of support.

MOVED BY CACCIOTTI, SECONDED BY
BUSCAINO, AGENDA ITEM 3 APPROVED AS
RECOMMENDED, ADOPTING RESOLUTION
NO. 20-4 RECOGNIZING FUNDS AND
ACCEPTING THE TERMS AND CONDITIONS
OF THE FY 2019-20 CARL MOYER GRANT
AWARD, BY THE FOLLOWING VOTE:



27.

AYES: Bartlett, Benoit, Burke, Buscaino,
Cacciotti, Delgado, Kracov,
McCallon, Mitchell, Perez,

Rodriguez and Rutherford
NOES: None
ABSENT: Barger

_0_

Staff Presentation/Board Discussion

Update on MOU for the Marine Ports

Sarah Rees, Assistant DEO/Planning, Rule Development and Area
Sources, gave the staff presentation on Item No. 27.

David Pettit, Natural Resources Defense Council, expressed support for
proceeding with an indirect source rule (ISR) rather than an MOU. He commented
on NRDC'’s ongoing litigation against the Ports. He expressed concerns that the
$10 per truck fee is far less than what is needed to help the region reach attainment
in 2023 and urged support for a $70 per truck fee. He noted the impacts to the
local economy if sanctions were imposed by the federal government and urged the
Board to take tougher measures.

Mr. Eder expressed concerns about renewable natural gas, methane,
formaldehyde and benzene and the reported numbers by CARB and the South
Coast AQMD. He added support for the use of solar electric trucks at the Ports
and warehouses.

Greg Roche, Clean Energy, stated that his company offers assistance on
grant programs to truck drivers to encourage the purchase of clean trucks. He
expressed concern about the lack of incentive program information and noted that
grant funding needs to be higher, $150,000 or more in order to level the playing
field and allow companies who purchase near-zero emission trucks to remain
competitive.

Thomas Jelenic, Pacific Merchant Shipping Association, commented on the
efforts by the Ports of Long Beach and Los Angeles to reduce emissions and
provided a graph to Board members depicting TEU container forecasts for San
Pedro Bay Ports. He shared economic market conditions related to the Ports and
urged continued discussions on the development of an MOU. He added that the
International Longshore and Warehouse Union sent a letter to the Ports specifically
supporting the $10 truck rate. (Submitted Written Document)

Chris Chavez, Coalition for Clean Air, expressed support for an ISR rather
than an MOU and noted that implementing stricter emission reduction measures



is far less than the costs of a federal implementation plan and being out of
compliance with the Clean Air Act. He expressed support for a higher truck rate
to disincentivize dirty trucks and accelerate the transition to cleaner trucks.

Todd Campbell, Clean Energy, expressed concerns that the South Coast
Basin is in extreme nonattainment with an attainment deadline of 2023 and
recommended that stricter measures be taken to meet air quality goals. He
commented on the Clean Air Action Plan and Clean Truck Program and expressed
concern that these programs have transitioned into a funding program that lacks
clear and measurable milestones. He also commented that these programs do
not have a firm definition of low NOx trucks. He urged the Board to move forward
on an ISR.

Council Member Cacciotti inquired whether the $100,000 in grant funding is
sufficient to assist with heavy-duty truck replacement.

Mr. Nastri responded that at $90 million, a $150,000 grant award could fund
the conversion of 600 trucks which is far from the 8,000 pre-2010 trucks that need
to be converted. There have been very extensive, high-level meetings with the
Ports, South Coast AQMD and CARB and many good ideas were shared including
how to leverage Carl Moyer funds, AB 617 funds, and requesting additional funds
from the legislature. There are still many unresolved issues that need to be
addressed. Staff recommends moving forward with an MOU, working in tandem
on the development of an ISR and looking at options for increasing the truck rate.

Council Member Mitchell inquired whether there was a way to prioritize Carl
Moyer funds with the truck rate funds to support truck conversion.

Mr. Nastri responded that the Board can direct the focus of Carl Moyer
funding within the Ports. AB 617 funds must be invested within designated
communities. The communities of Wilmington, Carson and West Long Beach
encompass the Ports area, therefore a good portion of funding for those
communities could be appropriated to efforts within the Ports. AB 617 funding
amounts have fluctuated from $103 million last year to $83 million this year and it
is unknown what future funding levels will be. Discussions are continuing
regarding leveraging funds as well as joint opportunities to go back to Sacramento
and Washington, DC to request increased funding.

Council Member Mitchell commented on issues impacting the Ports
including a decrease in container volume, economic impacts and the COVID-19
virus. She discussed options for the truck rate and the MOU and noted the urgency
in converting the 8,000 trucks and reducing emissions to help meet the 2023
attainment deadline. She also commented that 0.02 g/bhp-hr NOx is the right
standard to be adopted in the MOU. She added that paying for the truck rate
should not fall on the shoulders of the truckers and recommended that staff work
on an ISR in conjunction with the MOU.



Supervisor Rutherford expressed concern about proposed language in the
South Coast AQMD District Voter Authorization bill that restricts funding of certain
types of improvements at the Ports. She asked that the Board be kept informed
as the legislation moves forward.

Mayor McCallon commented that the Ports are the economic engine of
Southern California and a key contributor to air quality issues. He recommended
that the South Coast AQMD Board Marine Port Committee be included in
negotiations with the Ports.

Council Member Rodriguez commented on the economic study addressing
different twenty-foot equivalent unit (TEU) truck rates and expressed concerns
about the rationale for the rates. The drop in cargo volume is real with 15% decline
over 2019. He also commented on the need to consider the potential employment
impacts on terminal operators. He expressed support for collecting TEU truck
rates soon to capture some revenue and then adjusting the rate as necessary. He
expressed support for the Marine Port Committee involvement in negotiations.

Mr. Nastri responded that discussions are continuing with the Ports
regarding what conditions would justify an increase or decrease in the truck rate
as well as whether they can front load some of the money. Staff has full confidence
in the study and is aware of the economic drivers and impact on the economy as
well as on air quality. Stalff is continuing to explore and review all of these issues
as part of the MOU process.

Council Member Buscaino thanked staff for their efforts on an MOU and
stated that as Chair of the Marine Port Committee he will work with Chairman
Burke to convene a meeting of the Committee. He noted the emission reductions
that have been achieved by the Ports and their investments in infrastructure
projects to further reduce emissions and the longstanding working relationship with
the Ports. He commented on the slow down at the Ports as a result of economic
conditions and added that it is unknown how the COVID-19 pandemic will further
impact conditions. Council Member Buscaino stated that the full cost of replacing
trucks should not fall on the Ports alone and recommended working with the state
and federal governments on developing strategies for funding truck replacement.
He commented on CARB’s responsibility for turnover rates and engine standards
and emphasized the need to work together. He expressed support for continuing
with the MOU process. He noted that representatives from the Port and Mayor
Garcetti’s office were in attendance at today’s meeting.

Mayor McCallon made a motion to direct staff to continue efforts on the
MOU through the Marine Port Committee and not pivot to rulemaking at this time.

Council Member Mitchell proposed an amendment to Mayor McCallon’s
motion to include directing staff to begin working on an ISR as a back-up measure.



She noted the amount of time that is needed to work on rules. Mayor McCallon
expressed his opposition to an ISR.

Council Member Cacciotti expressed support for Mayor McCallon’s motion
and recommended that the Marine Port Committee update the Board in a few
months. If progress is not being made on an MOU then staff could be directed to
pivot to rulemaking. He commented on Council Member Buscaino’s commitment
to continue working with the Ports on an MOU.

Council Member Buscaino noted that he would be requesting a no
vote on Council Member Mitchell’s substitute motion.

COUNCIL MEMBER MITCHELL MADE A
SUBSTITUTE MOTION DIRECTING STAFF
TO WORK IN CONJUNCTION WITH THE
PORTS ON THE MOU THROUGH THE
MARINE PORT COMMITTEE AND BEGIN THE
PROCESS OF AN ISR AS A BACK-UP
MEASURE, THE MOTION WAS SECONDED
BY BOARD MEMBER KRACOV, AND FAILED
BY THE FOLLOWING VOTE:

AYES: Mitchell and Kracov

NOES: Bartlett, Benoit, Burke, Buscaino,
Cacciotti, Delgado, McCallon,
Perez, Rodriguez and Rutherford

ABSENT: Barger

MOTION BY MCCALLON, SECONDED BY
BUSCAINO, DIRECTING STAFF  TO
CONTINUE NEGOTIATIONS WITH THE
PORTS ON AN MOU THROUGH THE MARINE
PORT COMMITTEE AND NOT PIVOT TO
RULEMAKING. THE MOTION WAS
APPROVED BY THE FOLLOWING VOTE:

AYES: Bartlett, Benoit, Burke, Buscaino,
Cacciotti, Delgado, Kracov,
McCallon, Mitchell, Perez,

Rodriguez and Rutherford
NOES: None

ABSENT: Barger
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Written Comments Submitted By:

Gene Seroka, Port of Los Angeles and Mario Cordero, Port of Long Beach

(Council Member Buscaino left the meeting at 11:00 a.m.)

PUBLIC HEARINGS

28.

Approve and Adopt Technology Advancement Office Clean Fuels Program
2019 Annual Report and 2020 Plan Update, Resolution and Membership
Changes for Clean Fuels Advisory Group and Receive and File Updated
Membership of Technology Advancement Advisory Group

The presentation on Agenda Item 28 was waived.

The public hearing was opened, and the following individuals addressed the
Board on Item 28.

John McNamara, CR&R Inc., expressed support for funding projects that
support diversion of organic waste from landfills and production of renewable
natural gas. He thanked the Board for providing grant funds for their project, which
has been successfully producing renewable gas for three years and fueling 100
solid waste collection vehicles. He noted the emission reductions of greenhouse
gases, NOx and PM.

Andy Abele expressed concerns regarding the use of Clean Fuels Program
funding on diesel emission control technologies. He quoted the language in the
legislation which states and defines clean fuels and noted that diesel and gasoline
are not included. He expressed support for natural gas, hydrogen and electrical
options which are zero-emission. (Submitted Written Comments)

Ranji George expressed concerns regarding the environmental impacts of
battery waste recycling and commented on the litigation with Exide technologies.
He noted that environmental justice communities and emerging countries are
shouldering the burden because waste recycling is being sent to these areas.

Mr. Nastri explained that the past management of hazardous waste for lead
acid batteries cannot be compared to current management methods. The strategy
for lithium ion batteries is very different and there are dedicated recycling facilities
for this waste, and a tremendous reuse application for these batteries. There are
other regulatory agencies that govern solid and hazardous waste and South Coast
AQMD can certainly advocate for the responsible management of this waste. The
focus is on clean air and NOx reductions because sanctions can occur sooner than
2023.

There being no further public testimony on this item, the public hearing was
closed.



29.

-11-

MOVED BY BENOIT, SECONDED BY
CACCIOTTI, AGENDA ITEM NO. 28

APPROVED AS RECOMMENDED,
ADOPTING RESOLUTION NO. 20-5
APPROVING THE TECHNOLOGY

ADVANCEMENT OFFICE CLEAN FUELS
PROGRAM ANNUAL REPORT FOR 2019 AND
ADOPTING THE CLEAN FUELS PROGRAM
PLAN UPDATE FOR 2020, BY THE
FOLLOWING VOTE:

AYES: Bartlett, Benoit, Burke, Cacciotti,
Delgado, Kracov, McCallon,
Mitchell, Perez, Rodriguez and
Rutherford

NOES: None

ABSENT:  Barger and Buscaino

Approve Annual RECLAIM Audit Report for 2018 Compliance Year

The presentation on Agenda Item 29 was waived, Amir Dejbakhsh,
DEO/Engineering and Permitting, noted a correction on slide 14 of the staff
presentation indicating that the text in the first bullet should read “Employment
Gain” not “Employment Loss.”.

The public hearing was opened, and the following individual addressed the
Board on Item 29.

Mr. Eder expressed concerns regarding global warming and discrepancies
in the numbers reported for methane and CO2 by the state and South Coast
AQMD. He also expressed concern about renewable natural gas and drug
resistant antibiotics.

There being no further public testimony on this item, the public hearing was

MOVED BY BENOIT, SECONDED BY
CACCIOTTI, AGENDA ITEM NO. 29
APPROVED AS RECOMMENDED, BY THE
FOLLOWING VOTE:
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AYES: Bartlett, Benoit, Burke, Cacciotti,
Delgado, Kracov, McCallon,
Mitchell, Perez, Rodriguez and
Rutherford

NOES: None
ABSENT:  Barger and Buscaino
_0_

Action Item/No Fiscal Impact

11. Annual Meeting of the Health Effects of Air Pollution Foundation

Items 12 through 19 — Information Only/Receive and File

12. Legislative, Public Affairs and Media Report

13. Hearing Board Report

14. Civil Filings and Civil Penalties Report

15. Lead Agency Projects and Environmental Documents Received

16. Rule and Control Measure Forecast

17. Status Report on Major Ongoing and Upcoming Projects for Information
Management

18. FY 2019-20 Contract Activity

19. Report of RFPs Scheduled for Release in March

BOARD CALENDAR

21. Administrative Committee

22. Investment Oversight Committee
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23. Legislative Committee

24. Mobile Source Committee

25. Technology Committee

26. California Air Resources Board Monthly Report

MOVED BY CACCIOTTI, SECONDED BY
MITCHELL, AGENDA ITEMS 11 THROUGH 19
AND 21 THROUGH 26, APPROVED AS
RECOMMENDED, WITH THE AMENDMENT
TO ITEM NO. 18, PAGE 6, AMENDING THE
CONTRACT AMOUNT TO $1.4 MILLION FOR
KONE INC. (C20059), RECEIVING AND
FILING THE COMMITTEE REPORTS AND
CARB REPORT, AND APPROVING THE
FOLLOWING POSITION ON LEGISLATION,
BY THE FOLLOWING VOTE:

AYES: Bartlett, Benoit, Burke, Cacciotti,
Delgado, Kracov, McCallon,
Mitchell, Perez, Rodriguez and
Rutherford

NOES: None

ABSENT:  Barger and Buscaino

Agenda ltem Recommendation
H. R. 2616 (DeSaulnier, Porter, Withdrawn

and Rouda) Clean Corridors Act

of 2019

PUBLIC COMMENT PERIOD - (Public Comment on Non-Agenda Items, Pursuant to
Government Code Section 54954.3)

Karla Perez, East Yard Communities for Environmental Justice (EYCEJ),
expressed concern about chemicals that may have been released as a result of the
Marathon refinery explosion on February 26, 2020 and urged for more accountability and
regulations on refineries. She added that after filing a complaint with South Coast AQMD,
an inspector contacted her and she was surprised to learn that the inspector was not
allowed to enter the facility.
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Council Member Mitchell commented on the importance of public notifications and
noted that individuals can sign up for notifications of planned or unplanned flaring events
on South Coast AQMD’s website.

Chairman Burke inquired about emergency response and access to the facility.

Mr. Nastri responded that South Coast AQMD inspectors and staff were
immediately deployed upon notification of the fire at the Marathon refinery. There is
fence-line monitoring at the refinery and real time readings of air concentrations were
analyzed by staff constantly. In addition, air samples were collected outside of the refinery
during the fire and also analyzed. The data was within the normal range and information
was posted on the South Coast AQMD website. Inspectors were able to get into the
facility after it was deemed safe to enter. An investigation is ongoing to determine the
cause of the fire and further action will be taken if necessary. Staff will report back to the
Board on the investigation and opportunities for enhancing emergency response.

Whitney Amaya, EYCEJ, expressed concerns about transparency and the lack of
notification and information to the public when these events occur. She suggested that
updates be provided at community meetings similar to AB 617 meetings.

Mr. Eder commented on the difficulties he experienced in filing legal documents
and expressed concerns about dependence on fossil fuels, refinery explosions and
climate change. He urged support for the solar new deal.

Council Member Rodriguez asked staff to report back to the Board on
recommended best practices for emergency response situations.

Mr. Nastri responded that staff would provide a report to the Administrative

Committee identifying ways that South Coast AQMD could better support incident
command teams.

CLOSED SESSION

Mr. Eder commented on the poetry of the song “When the Music’s Over” by the
Doors and announced the 50" anniversary of Earth Day.

The Board recessed to closed session at 11:45 a.m., pursuant to Government Code
sections:

CONFERENCE WITH LEGAL COUNSEL — EXISTING LITIGATION

e 54956.9(a) and 54956.9(d)(1) to confer with its counsel regarding pending litigation
which has been initiated formally and to which the South Coast AQMD is a party.
The actions are:

People of the State of California, ex rel. SCAQMD v. Exide Technologies, Inc.,
Los Angeles Superior Court Case No. BC533528;
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In re: Exide Technologies, Inc., U.S. Bankruptcy Court, District of Delaware, Case
No. 13-11482 (KJC) (Bankruptcy Case); Delaware District Court, Case
No. 19-00891 (Appellate Case); and

CalPortland Company v. South Coast Air Quality Management District; Governing
Board of the South Coast Air Quality Management District; and Wayne Nastri,
Executive Officer, and Does 1-100, San Bernardino County Superior Court, Case
No. CIV DS 19258941.

Following closed session, Bayron Gilchrist, General Counsel, announced that no
reportable actions were taken in closed session.

ADJOURNMENT

There being no further business, the meeting was adjourned by Mr. Gilchrist at
11:55 a.m.

The foregoing is a true statement of the proceedings held by the South Coast Air
Quality Management District Board on March 6, 2020.

Respectfully Submitted,

Faye Thomas
Clerk of the Boards

Date Minutes Approved:

Dr. William A. Burke, Chairman
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ACRONYMS

CARB = California Air Resources Board

CEC = California Energy Commission

CEQA = California Environmental Quality Act

FY = Fiscal Year

ISR = Indirect Source Rule

MOU = Memorandum of Understanding

MSRC = Mobile Source (Air Pollution Reduction) Review Committee
NOx = Oxides of Nitrogen

RECLAIM = Regional Clean Air Incentives Market

RFP = Request for Proposals

SOON = Surplus Off-Road Opt-In for NOx

U.S. EPA = United States Environmental Protection Agency
VOC = Volatile Organic Compound



4+ Back to Agenda

BOARD MEETING DATE: April 3, 2020 AGENDA NO. 2
PROPOSAL: Set Public Hearings May 1, 2020 to:

A. Adopt Executive Officer’s FY 2020-21 Proposed Goals and
Priority Objectives and Proposed Budget
The Executive Officer's Proposed Goals and Priority
Objectives, and Proposed Budget for FY 2020-21 have been
developed and are recommended for adoption. The Budget and
Work Program for FY 2020-21 represents input over the past
several months from Board members, staff, and the public. This
year’s process will include meetings of the Budget Advisory
Committee and two budget workshops, one for the public to be
held on April 7, 2020 and the Board on April 10, 2020. The
Proposed Budget incorporates, pursuant to Rule 320, an
increase of most fees by 2.8 percent consistent with the
Consumer Price Index; however, staff is proposing to credit
back this year’s automatic CPI increase to counter the economic
effects of the COVID-19 pandemic. This action is to adopt the
Executive Officer’s Proposed Goals and Priority Objectives,
and Proposed Budget for FY 2020-21. (Review: Special Board
Meeting/Budget Study Session, April 10, 2020)

B. Determine That Proposed Amendments to Rule 445 — Wood-
Burning Devices, Are Exempt from CEQA and Amend Rule
445
Proposed amendments to Rule 445 will satisfy U.S. EPA
contingency measure requirements and Control Measure BCM-
09 from the 2016 AQMP. The threshold for no-burn days would
be incrementally lowered automatically for each subsequent
final determination by the U.S. EPA of a failure to meet an
applicable Clean Air Act milestone. The proposed amendments
would also reduce ambient PM2.5 by expanding the criteria for
Basin-wide wood-burning curtailments. Other minor
amendments include additional definitions for terms used in the
rule, and revisions to improve rule implementation and clarify




existing requirements. This action is to adopt the Resolution:
1) Determining that the proposed amendments to Rule 445 —
Wood Burning Devices, are exempt from the requirements of
the California Environmental Quality Act; and 2) Amending
Rule 445 — Wood-Burning Devices. (Reviewed: Stationary
Source Committee, March 20, 2020)

The complete text of the proposed amendments, staff report and other supporting
documents will be available from the South Coast AQMD’s publication request line at
(909) 396-2001, or from: Ms. Fabian Wesson — Assistant Deputy Executive
Officer/Public Advisor, South Coast AQMD, 21865 Copley Drive, Diamond Bar, CA
91765, (909) 396-2432, PICrequests@aqmd.gov and on the Internet (www.aqmd.gov)
as of April 1, 2020.

RECOMMENDED ACTION:
Set Public Hearings May 1, 2020 to Adopt the Executive Officer’s FY 2020-21
Proposed Goals and Priority Objectives and Proposed Budget; and Amend Rule 445.

Wayne Nastri

Executive Officer
ft
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 3

PROPOSAL: Recognize Revenue and Execute Contract to Assess Emissions
Impacts of Hydrogen-Natural Gas Fuel Blend on Natural Gas
Engines

SYNOPSIS: Past studies have shown that the addition of hydrogen in natural

gas may result in lower engine emissions when combined with
optimized engine calibration. The University of California,
Riverside (UCR)/CE-CERT, along with SoCalGas and
Cummins Westport Inc., has proposed a research project to
assess the criteria pollutant and GHG impacts of hydrogen-
natural gas fuel blends on near-zero emissions NOx heavy-duty
natural gas engines. These actions are to recognize revenue up
to $305,000 from SoCalGas into the Clean Fuels Program Fund
(31) and execute a contract with UCR/CE-CERT in an amount
not to exceed $535,000 from the Clean Fuels Program

Fund (31).

COMMITTEE: No Committee Review

RECOMMENDED ACTIONS:

1. Recognize revenue, upon receipt, up to $305,000 from SoCalGas into the Clean
Fuels Program Fund (31); and

2. Authorize the Chairman to execute a contract with UCR/CE-CERT to assess the
emissions impacts of hydrogen-natural gas fuel blends on near-zero emissions

heavy-duty natural gas engines in an amount not to exceed $535,000 from the Clean
Fuels Program Fund (31).

Wayne Nastri

Executive Officer
MMM:NB:JI:TC




Background

Past studies by South Coast AQMD and others have demonstrated that the addition of
hydrogen in compressed natural gas (HCNG) could potentially lower emissions with
optimal engine calibration and HCNG blend ratio. A 2005 comprehensive study
conducted by the National Renewable Energy Laboratory (NREL) showed an HCNG-
fueled engine reduced NOx emissions by 50 percent compared with a CNG-fueled
engine in a transit bus application. Recent low carbon and renewable fuel initiatives
have renewed interest in further decarbonization of natural gas, providing a source of
lower carbon content fuel for the transportation sector. The recent rapid
commercialization of near-zero emission (NZE) NOx natural gas engines have
warranted additional investigation of the effects of HCNG blends on both criteria and
GHG emissions for recently certified NZE natural gas engines. There are also concerns
that HCNG blends may lead to an increase in toxic air contaminants, ammonia,
particulate matter (PM) and particle number (PN) emissions.

Proposal

The University of California, Riverside (UCR)/CE-CERT is partnering with SoCalGas
and Cummins Westport Inc. (CWI) to evaluate the impact of different HCNG blends on
emissions and performance of the Cummins L9N NZE natural gas engine. UCR/
CE-CERT will design and build an HCNG blending apparatus as part of the study and
vary hydrogen content from zero to five percent by volume. The proposed first phase
study will be focused on the emissions impacts of HCNG blends compared to the
baseline on regulated engine test duty cycles. CWI will provide the test engine and
aftertreatment systems, as well as engineering and data analysis support including oil
sample analysis. Depending on the outcome of the first phase study, staff may seek
Board approval to fund a second phase 500-hour durability study to assess deterioration
effects of the HCNG fuel.

Sole Source Justification

Section VIII.B.2 of the Procurement Policy and Procedure identifies four major
provisions under which a sole source award may be justified. This request for sole
source award is made under provision B.2.d.: Other circumstances exist which in the
determination of the Executive Officer require such waiver in the best interest of the
South Coast AQMD. Specifically, these circumstances are B.2.d.(1): Project involving
cost-sharing by multiple sponsors; and B.2.d.(8): Research and development efforts
with educational institutions or nonprofit organizations. The proposed project will
include in-kind contributions and cost-share by SoCalGas and CWI. UCR is an
educational institution and CE-CERT is their research center with multidisciplinary
resources to engage in diverse environmental and transportation research programs.

Benefits to South Coast AQMD
To achieve national ambient air quality standards and protect public health, one of
South Cost AQMD’s primary priorities is to reduce NOx and PM emissions from

-



mobile sources, while realizing GHG co-benefits, where possible. The proposed HCNG
fuel study will help to better understand the air quality and public health impact of the
latest NZE engines, which have been deployed since first commercially available in
2015. Projects to assess emissions of potential advanced engine technologies are
included in the Technology Advancement Office Clean Fuels Program 2020 Plan
Update under the category of “Fuel/Emissions Studies”.

Resource Impacts

The total estimated cost for the proposed project is $585,000, of which South Coast
AQMD’s proposed cost-share will not exceed $230,000 from the Clean Fuels Program
Fund (31). SoCalGas’s $305,000 in revenue will be received into the Clean Fuels
Program Fund (31) and the contract with UCR will not exceed $535,000. Proposed cost-
sharing is summarized below:

Proposed Project Cost-Share

Project Partner Cost-Share Percent
SoCalGas $305,000 52
CWI (in-kind) $50,000 9
South Coast AQMD
(requested) $230,000 39
Total Project Cost $585,000 100

Sufficient funds are available in the Clean Fuels Program Fund (31) for this proposed
project. The Clean Fuels Program Fund (31) is established as a special revenue fund
resulting from the state mandated Cleans Fuels Program. The Clean Fuels Program,
under Health and Safety Code Sections 40448.5 and 40512 and Vehicle Code Section
9250.11, establishes mechanisms to collect revenues from mobile sources to support
projects to increase the utilization of clean fuels, including the development of the
necessary advanced enabling technologies. Funds collected from motor vehicles are
restricted, by statute, to be used for projects and program activities related to mobile
sources that support the objectives of the Clean Fuels Program.
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 4

PROPOSAL.:

SYNOPSIS:

COMMITTEE:

Recognize Revenue, Implement Truck Trade Down Program and
Amend Award

In July 2019, the Board recognized $1,500,000 in FY 19 U.S. EPA
Diesel Emissions Reduction Act (DERA) funds and awarded those
funds to a Market Acceleration Program (MAP) for near-zero
emissions heavy-duty natural gas trucks. Subsequently, U.S. EPA
advised that an additional $789,581 in funds was awarded to the
South Coast AQMD. In December 2019, the Board approved a
contract with Metropolitan Stevedore Company dba Metro Ports to
replace one diesel switcher locomotive using Community Air
Protection Program funds, noting FY 18 DERA funds were
anticipated to cost-share this project. These actions are to
recognize $789,581 in FY 19 DERA funds into the Clean Fuels
Program Fund (31) and $719,500 in FY 18 DERA funds into the
Advanced Technology, Outreach and Education Fund (17),
implement a Truck Trade Down Program, and amend an award for
replacement of one diesel switcher locomotive.

No Committee Review

RECOMMENDED ACTIONS:

1. Recognize revenue up to $789,581 for a FY 19 U.S. EPA DERA Grant into the
Clean Fuels Program Fund (31);

2. Recognize revenue up to $719,500 for a FY 18 U.S. EPA DERA Grant into the
Advanced Technology, Outreach and Education Fund (17);

3. Implement a Truck Trade Down Program, with the South Coast AQMD as
administrator, using $2,289,581 in FY 19 U.S. EPA DERA Grant funds;

4. Authorize the Executive Officer to execute agreements and/or approve vouchers
with truck dealers to participate in the Truck Trade Down Program (Qualified
participants trade in their 2014 or newer diesel truck with an incentive for a new
NZE natural gas-powered truck. The dealer will then sell the 2014 to an owner of a
2009 or older truck at a maximum of $30,000) for implementation of the DERA
Grant until all funds are exhausted; and
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5. Authorize the Chairman to amend an award with Metropolitan Stevedore Company
dba Metro Ports to cofund a switcher locomotive project using $1,243,280 in
Community Air Protection Program incentive funds and $719,500 in FY 18 DERA
funds for a total award not to exceed $1,962,780.

Wayne Nastri

Executive Officer
MMM:NB:JI:PMB:JL

Background

Truck Trade Down Program

In January 2018, the Board released an RFP soliciting stationary and mobile source
projects to achieve emission reductions of NOx, VOC and PM, in accordance with
approved control strategies in the 2016 AQMP. In January 2019, the Board awarded
several contracts for air quality emissions reduction projects from various special
revenue funds, one of which was awarded to Clean Energy for $3,000,000 to conduct a
Market Acceleration Program (MAP) to replace older on-road heavy-duty diesel trucks
with new near-zero emission (NZE) natural gas powered heavy-duty trucks. In July
2019, the Board recognized $1,500,000 in FY 19 U.S. EPA Diesel Emissions Reduction
Act (DERA) funds and awarded those funds to Clean Energy, to act as the
administrator, to expand MAP to include a truck trade down element. Subsequently,
U.S. EPA advised that an additional $789,581 in funds was awarded to the South Coast
AQMD for a total award of $2,289,581.

Locomotive Replacement Project

In December 2019, the Board approved a contract with Metropolitan Stevedore
Company dba Metro Ports to replace one diesel switcher locomotive using Community
Air Protection Program (CAPP) funds in the amount of $1,243,280, but noting that
approximately $720,000 in FY 18 DERA funds were also anticipated to cost-share this
project. Subsequently, CARB approved this project and acknowledged that additional
revenue from FY 18 U.S. EPA DERA in the amount of $719,500 would be available for
the Metro Ports project. While the funding table (5A) in the December Board letter
noted the Metro Ports project would be funded with both CAPP incentives and DERA
revenue, the DERA revenue needs to be recognized and included as part of the funding
award for this locomotive project.

Proposal

Truck Trade Down Program

These actions are to recognize an additional $789,581 in FY 19 U.S. EPA DERA funds
into the Clean Fuels Program Fund (31) and implement a Truck Trade Down Program
using the full $2,289,581 in FY 19 DERA Grant funds, with the South Coast AQMD
acting as the administrator, instead of trying to enhance MAP; the U.S. EPA has
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approved this recommendation. This action is to also authorize the Executive Officer to
execute agreements and/or approve vouchers with truck dealers to participate in the
Truck Trade Down Program for implementation of the DERA-funded incentive. This
approach will ensure a more equitable distribution to all fleets including smaller
operators operating in environmental justice communities. Under the new Truck Trade
Down Program, qualified participants can trade in their 2014 or newer heavy-duty
diesel truck to an approved dealer and receive a $100,000 incentive from South Coast
AQMD towards the purchase of a new NZE natural gas powered heavy-duty truck plus
receive a $25,000 trade-in credit for their older diesel truck. The dealer will sell the
2014 or newer diesel truck for a maximum of $30,000 to an owner of a 2009 or older
heavy-duty diesel truck. The 2009 or older diesel truck will be scrapped at a South
Coast AQMD qualified truck dismantler. The dealers will retain up to $5,000 per truck
for administration and participation in the Truck Trade Down Program. The objective of
the Truck Trade Down Program is to accelerate the turnover of the older heavy-duty
diesel trucks while also increasing the deployment of NZE natural gas-powered heavy-
duty trucks and maximizing emission reductions.

Locomotive Replacement Project

These actions are to recognize $719,500 in FY 18 U.S. EPA DERA funds into the
Advanced Technology, Outreach and Education Fund (17) and amend the award to
Metro Ports to cofund the project using $1,243,280 in CAPP incentives and $719,500 in
DERA funds for a total award of $1,962,780. The DERA Grant originally set aside a
portion of the award for administrative costs, but the U.S. EPA has approved allocating
all funds toward project costs. The new switcher locomotive will be the cleanest
available Tier 4 locomotive technology. The older Tier 2 diesel switcher will be traded
down to Trona Railway, which is located within the Mojave Valley APCD. Trona
Railway will scrap one dirtier, currently unregulated locomotive.

Benefits to South Coast AQMD

Successful implementation of these projects will permanently remove higher-emitting
heavy-duty on-road diesel trucks and replace these heavy-duty diesel trucks with
comparably powered trucks with ultra-low NOx emissions that are certified by CARB
to an exhaust emissions standard that is 90% lower than the current standard and
achieve the co-benefits of renewable, low carbon intensity natural gas. The locomotive
and truck replacement projects will continue to provide reductions of NOx, PM and
GHG emissions for several years throughout the South Coast Air Basin (Basin),
especially in disadvantaged communities. The accelerated replacement of diesel trucks
with NZE natural gas trucks will help realize immediate emission reductions in drayage
and goods movement sectors and within fleets operating in the Basin. Projects to replace
heavy-duty diesel trucks are included in the Technology Advancement Office Clean
Fuels Program 2020 Plan Update under the category of “Fueling Infrastructure and
Deployment (Natural Gas/Renewable Fuels).”



Resource Impacts

Truck Trade Down Program

The additional $789,581 in FY 19 U.S. EPA DERA Grant funds will be recognized into
the Clean Fuels Program Fund (31). Funding for NZE natural gas trucks will be
provided through trucks dealers until all funds are exhausted. Project funding is listed in
the table below.

Funding Source Funding Amount
FY 19 DERA (redirected) $1,500,000
Additional DERA Award $789,581
Total $2,289,581

Sufficient funds are available in the Clean Fuels Program Fund (31) for this proposed
project. The Clean Fuels Program Fund (31) is established as a special revenue fund
resulting from the state mandated Cleans Fuels Program. The Clean Fuels Program,
under Health and Safety Code Sections 40448.5 and 40512 and Vehicle Code Section
9250.11, establishes mechanisms to collect revenues from mobile sources to support
projects to increase the utilization of clean fuels, including the development of the
necessary advanced enabling technologies. Funds collected from motor vehicles are
restricted, by statute, to be used for projects and program activities related to mobile
sources that support the objectives of the Clean Fuels Program.

Locomotive Replacement Project

The FY 18 U.S. EPA DERA Grant funds totaling $719,500 will be recognized into the
Advanced Technology, Outreach and Education Fund (17). Funding to Metropolitan
Stevedore Company dba as Metro Ports will not exceed $1,962,780, with full project
cost-share as follows:

Funding Source Funding Amount
FY 18 DERA Grant $719,500
CAPP Incentives $1,243,280
Metro Ports $915,220
Total $2,878,000
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 5

PROPOSAL: Recognize and Transfer Funds, Execute and Amend Agreements
for Installation and Maintenance of Air Filtration Systems, and
Reimburse General Fund for Administrative Costs

SYNOPSIS: U.S. EPA is executing two Supplemental Environmental Projects
(SEPs) for school air filtration and CARB is executing three SEPS,
one for schools and two for residential air filtration pilot studies.
Both agencies have asked South Coast AQMD to act as the SEP
administrator to install and maintain air filtration systems at
schools and residences in environmental justice communities. This
action is to recognize up to $146,250 from U.S. EPA and
$1,205,300 from CARB into the Air Filtration Fund (75) for these
SEPs. These actions are to also execute agreements to install and
maintain air filtration systems and to provide residential stipends in
an amount not to exceed $1,283,973, execute or amend access
agreements with local school districts, amend contracts to purchase
additional filters using unspent administrative funds, and reimburse
the General Fund for administrative costs up to $67,577 for SEP
administration.

COMMITTEE: No Committee Review

RECOMMENDED ACTIONS:

1. Recognize funds into the Air Filtration Fund (75) as follows:
a. Up to $146,250 for two school air filtration SEPs being administered on behalf
of U.S. EPA as described in the table on page 3; and
b. Upto $1,013,400 and $191,900, respectively, for one school air filtration SEP
and two residential air filtration SEPs being administered on behalf of CARB as
described in the table on page 3.

2. Authorize the Executive Officer to execute agreements with FL Transportation, Inc.,
and New Bern Transport Corporation (on behalf of U.S. EPA) and CARB for South
Coast AQMD to implement SEPs for installation and maintenance of air filtration
systems in schools and to execute or amend agreements with local school districts
for the purpose of implementing SEPs.



3. Authorize the Chairman to execute contracts with IQAir North America for
installation and maintenance of air filtration systems in schools and for IQAir to
execute agreements with residents to install air filtration systems and provide
stipends to residents for electricity and ancillary costs for participating in the
residential air filtration pilot study in an amount not to exceed $1,283,973 from the
Air Filtration Fund (75).

4. Authorize the Chairman to amend, as needed, contracts with IQAir North America
to purchase additional filters using unspent administrative funds.

5. Reimburse the General Fund from the Air Filtration Fund (75) for administrative
costs up to $67,577 to implement SEPs, from the money recognized from the EPA
and CARB SEPs.

Wayne Nastri

Executive Officer
MMM:NB:JI:PSK

Background

U.S. EPA has executed consent decrees with FL Transportation, Inc., and New Bern
Transport Corporation that include a Supplemental Environmental Project (SEP) for
$73,125 each. U.S. EPA has asked South Coast AQMD to act as the SEP administrator
to install and maintain air filtration systems at schools in environmental justice (EJ)
communities.

CARB has executed consent decrees with CNS Motors, Inc., J&P Cycles, LLC, and
Navistar, Inc., and has asked South Coast AQMD to act as the SEP administrator to
install and maintain air filtration systems in schools and residences in EJ communities
for a residential air filtration pilot study. To date, South Coast AQMD has funded
installation of air filtration systems at 90 schools and community centers in the South
Coast Air Basin.

[QAI1r North America (IQAir) was selected through two competitive bid processes in
2011 and 2013 for air filtration projects, and staff performed a technology status check
to ensure no new technologies had come on the market. IQAIr is the only qualified
manufacturer of high-performance panel filters and stand-alone units meeting the
performance standards in South Coast AQMD’s 2009 air filtration pilot study. Also,
through a 2010 national testing conducted by the University of California Riverside
College of Engineering/Center for Environmental Research and Technology the filters
met the performance standards that include an average removal efficiency of greater
than 85 percent for ultrafine PM, black carbon and PM 2.5 and a noise level below 45
decibels for stand-alone units.



CARB’s Research Division on Indoor Air Quality Research has funded several research
studies on indoor air quality and effectiveness of high-performance air filtration systems
(filters and stand-alone units) in residences. These studies have shown a reduction of up
to 90-97 percent of PM 2.5 with the use of MERYV 13 filters and up to 97-98 percent
with the use of MERV 16 filters, for indoor air inside residences in newer homes.
Removal efficiencies may vary and will be lower for older, less energy efficient homes.

Proposal
The five SEPs to be implemented by South Coast AQMD are as follows:

Agency Violator SEP Type Amount
U.S. EPA | FL Transportation, Inc. School $73,125
U.S. EPA | New Bern Transport Corporation | School $73,125
CARB Navistar School $1,013,400
CARB CNS Motors, Inc. Residential $77,150
CARB J&P Cycles, LLC Residential $114,750

The U.S. EPA, along with FL Transportation, Inc., New Bern Transport Corporation,
Los Angeles Unified School District (LAUSD) and other local school districts, will
identify schools to receive air filtration systems for these two SEPs. The schools will be
in close proximity to these facilities in Carson and/or Torrance.

CARB, along with Navistar, LAUSD and other local school districts, will identify
schools to receive air filtration systems for these three SEPs, which will be in EJ
communities between the Ports and downtown Los Angeles.

CARB has accepted a proposal from South Coast AQMD to conduct a residential air
filtration pilot study in San Bernardino County in close proximity to railyards for the
two SEPs with CNS Motors, Inc. and J&P Cycles, LLC.

The residential air filtration pilot study will establish a blueprint for future residential air
filtration deployment projects by establishing protocols for ultrafine PM and PM2.5
monitoring and optimal configuration of air filtration systems in older, less energy
efficient homes. The residential air filtration pilot study will be conducted in two
phases. Phase 1 will establish monitoring and air filtration protocols in older homes;
Phase 2 will deploy air filtration systems and conduct monitoring in a small number of
homes in San Bernardino neighborhoods near railyards. A stipend to subsidize
electricity and ancillary costs to deploy stand-alone filtration units in homes will be
provided to residents. The project will coordinate and supplement AB 617
implementation and planning efforts in the San Bernardino-Muscoy community. Staff
will seek Board approval of additional funding to increase the number of homes as
opportunities arise from appropriate funding sources.
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Completion of the school air filtration SEPs will occur by June 2021 or within 12
months of execution of the last applicable contracts. Completion of the residential air
filtration SEPs will occur by December 2021 or within 18 months of execution of the
last applicable contracts to allow time to identify and recruit participation of residents in
disadvantaged communities.

The proposed schedules for the SEPs are as follows:

DATE | EVENT
School Air Filtration
April 2020 Board Approval
June 2020 Anticipated Execution of Contracts
September 2020 School Selection, Site Assessments
June 2021 Installation at Schools
June 2021-June 2026 Maintenance (varies by school)
June 2021-2026 Post Installation, Annual and Final Reports
Residential Air Filtration
April 2020 Board Approval
October 2020 Anticipated Execution of Contracts
April 2020—June 2021 Community Selection/Study Design/Site
Assessments/Execute Resident Contracts

December 2021 Installation at Residences
December 2021-December 2026 Maintenance (varies by residence)
December 2021-2026 Post Installation, Annual and Final Reports

These actions are to: 1) recognize up to $1,351,550 from the five SEP agreements into
the Air Filtration Fund (75); 2) authorize the Executive Officer to execute agreements
with FL Transportation, Inc., and New Bern Transport Corporation (on behalf of U.S.
EPA) and CARB, execute or amend agreements with local school districts to implement
SEPs for installation and maintenance of air filtration systems in schools and residences;
3) execute contracts with IQAir North America for installation and maintenance of air
filtration systems at schools and residences and for IQAIr to execute agreements with
residents to install air filtration systems and provide stipends to residents for electricity
and ancillary costs for participating in the residential air filtration pilot study in an
amount not to exceed $1,283,973; 4) amend, as needed, contracts with IQAir North
America to purchase additional filters using unspent administrative funds; and

5) reimburse the General Fund from the Air Filtration Fund (75) for administrative costs
up to $67,577.



Sole Source Justification

Section VIII. B. 2 of the Procurement Policy and Procedure identifies four major
provisions under which a sole source award may be justified. This request for a sole
source award is made under provision B.2.c (1): The desired services are available
from only the sole source based upon the unique experience and capabilities of the
proposed contractor or contractor team. IQAir remains the only manufacturer of
high-performance panel filters and stand-alone units identified by South Coast
AQMD and CARB staff that meet the performance standards required to complete
the work.

Benefits to South Coast AQMD

This project will reduce children’s exposure to criteria and toxic pollutants and ultrafine
PM. Health studies have determined that fine and ultrafine PM, including diesel PM,
present the greatest air pollution health risk to sensitive receptors in EJ communities
identified in the SEP agreements. Some of the schools in which air filtration systems
will be installed are located in Boyle Heights or Carson, which are within the
boundaries of the East Los Angeles, Boyle Heights and West Commerce and the
Wilmington, Carson, West Long Beach AB 617 Year 1 communities. For the residential
air filtration pilot study, residences in San Bernardino County are located within the
boundaries of the San Bernardino-Muscoy AB 617 Year 1 community.

Resource Impacts

The new contracts with IQAir will not exceed $1,283,973, and any contract
amendments with IQAir to purchase additional filters will not exceed the amount of any
unspent administrative funds. Project funds will also be utilized for stipends to subsidize
electricity and ancillary costs for residents participating in the residential air filtration
pilot study.
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 6

PROPOSAL.:

SYNOPSIS:

COMMITTEE:

Recognize Revenue and Execute Contract to Perform
Evaluation of VVehicle Maintenance Costs Between Natural Gas
and Diesel Fueled On-Road Heavy-Duty Vehicles

South Coast AQMD has been supporting the rapid deployment
of near-zero emissions heavy-duty vehicles since near-zero
NOx natural gas engines became commercially available in
2015. To determine total cost of ownership, a comparative
evaluation of maintenance costs between natural gas and diesel
trucks needs to be performed. These actions are to recognize
revenue up to $150,000 from SoCalGas into the Clean Fuels
Program Fund (31) and execute a contract to perform a
comparative evaluation of vehicle maintenance costs for on-
road heavy-duty vehicles in an amount not to exceed $250,000
from the Clean Fuels Program Fund (31).

No Committee Review

RECOMMENDED ACTIONS:

1. Recognize revenue, upon receipt, up to $150,000 from SoCalGas into the Clean
Fuels Program Fund (31); and

2. Authorize the Chairman to execute a contract with West Virginia University-Center
for Alternative Fuels Engines and Emissions to perform comparative evaluation of
vehicle maintenance costs for on-road heavy-duty vehicles in an amount not to
exceed $250,000 from the Clean Fuels Fund (31).

MMM:NBJI:TC

Wayne Nastri
Executive Officer




Background

According to U.S. Energy Information Administration (EIA) projections, the freight
truck sector’s annual vehicle miles traveled (VMT) will increase by 54 percent by 2050.
As the transportation sector continues to grow, diversified and cost-effective solutions
are necessary to ensure resiliency and affordability, while meeting increasing energy
demands. The U.S. Department of Transportation maintains that natural gas plays a key
role as a versatile, low emission fuel and is an increasingly attractive alternative to
conventional diesel fuel on a nationwide basis. Due to low carbon fuel and renewable
fuel initiatives, renewable natural gas (RNG) further increases interest and motivation in
expanding the use of natural gas in the transportation sector.

South Coast AQMD has been supporting the rapid deployment of near-zero emission
0.02 g/bhp-hr NOx vehicles through its incentive programs since the first near-zero
heavy-duty natural gas engines became commercially available in 2015. In evaluating
natural gas vehicle (NGV) total cost of ownership (TCO), maintenance costs are often
cited as a potential advantage that reduces NGV TCO relative to comparable diesel-
powered vehicles due to lack of exhaust aftertreatment systems. There is no recent data
that clearly compares the relative maintenance costs of NGVs and diesel trucks,
especially for advanced natural gas and diesel technologies introduced in the last
decade. The South Coast Air Basin (Basin) includes one of the largest NGV fleets,
including near-zero emission NGVs. Combined with the unique urban duty cycle in the
Basin, a more detailed and regionally focused maintenance study is necessary to help
understand the TCO and drive greater adoption of NGVs.

Proposal

West Virginia University-Center for Alternative Fuels Engines and Emissions (WVU-
CAFEE), along with SoCalGas, has proposed to perform a comparative evaluation of
vehicle maintenance costs between natural gas and diesel fueled vehicles. The vehicles
in the proposed study include Class 6, 7 and 8 vehicles in the Basin and are used in
goods movement and delivery vocations. The WVU-CAFEE project proposes to build
upon the emissions and activity data collected and relationships developed from a
currently ongoing in-use emissions study that includes a comprehensive sample of more
than 200 trucks and buses from 25 fleet participants in 5 different vocations. The
proposed project will enable correlation of vehicle maintenance costs to already
available fleet information, real-world vehicle activity and in-use emissions data. WVU-
CAFEE is currently seeking additional co-funding to expand the project scope to
include other alternative fuels such as propane, electric and bio-diesel blends.

Benefits to South Coast AQMD

Understanding the TCO of near-zero NOXx alternative fuel engines, combined with
renewable fuels like RNG, will lead to further near-term NOX reductions for ozone
attainment and concurrent GHG emission reductions. This study will help to collect data
that could result in wider NGV adoption in the Basin. Projects to support development
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of near-zero emission engines maintenance costs are included in the Technology
Advancement Office Clean Fuels Program 2020 Plan Update under the category
“Fuel/Emissions Studies”.

Sole Source Justification

Section V111.B.2 of the Procurement Policy and Procedure identifies four major
provisions under which a sole source award may be justified. This request for sole
source award is made under provision B.2.d.: Other circumstances exist which in the
determination of the Executive Officer require such waiver in the best interest of the
South Coast AQMD. Specifically, B.2.d.(8): Research and development efforts with
educational institutions or nonprofit organizations. WV U is an educational institution
and CAFEE is their research center with multidisciplinary resources to engage in
diverse environmental and transportation research programs.

Resource Impacts

SoCalGas’s $150,000 in revenue will be received into the Clean Fuels Program Fund
(31) and the contract with WVU-CAFEE will not exceed $250,000. The total estimated
cost for the proposed project is $250,000, of which South Coast AQMD’s proposed
cost-share will not exceed $100,000 from the Clean Fuels Program Fund (31), as
summarized below:

Proposed Project Cost-Share

Project Partner WVU Study Percent
SoCalGas $150,000 60
South Coast AQMD $100.000 40
(requested)

Total Project Cost* $250,000 100

*WWVU is seeking additional co-funding to expand the project scope

Sufficient funds are available in the Clean Fuels Program Fund (31) for this proposed
project. The Clean Fuels Program Fund (31) is established as a special revenue fund
resulting from the state mandated Cleans Fuels Program. The Clean Fuels Program,
under Health and Safety Code Sections 40448.5 and 40512 and Vehicle Code Section
9250.11, establishes mechanisms to collect revenues from mobile sources to support
projects to increase the utilization of clean fuels, including the development of the
necessary advanced enabling technologies. Funds collected from motor vehicles are
restricted, by statute, to be used for projects and program activities related to mobile
sources that support the objectives of the Clean Fuels Program.
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 7

PROPOSAL:

SYNOPSIS:

COMMITTEE:

Adopt Resolution Recognizing Revenue for Funding Agricultural
Replacement Measures for Emission Reductions Program and
Reimburse General Fund for Administrative Costs

For FY 2019-20, the State Legislature allocated $65 million to
CARB for the Funding Agricultural Replacement Measures for
Emission Reductions (FARMER) Program. In October 2019,
CARB issued a solicitation to air districts specifying a tentative
allocation of $894,170 to the South Coast AQMD. These actions
are to adopt a Resolution recognizing revenue up to $894,170 from
CARB into the Carl Moyer Program Fund (32) for the FY 2019-20
FARMER grant award and to reimburse the General Fund for
administrative costs up to $55,886.

No Committee Review

RECOMMENDED ACTIONS:

1. Adopt the attached Resolution recognizing, upon receipt, up to $894,170 from
CARB into the Carl Moyer Program Fund (32) for the FY 2019-20 Funding
Agricultural Replacement Measures for Emission Reductions (FARMER) Program
grant award (Grant ID number G19-AGIP-18); and

2. Reimburse the General Fund from the Carl Moyer Program Fund (32) for
administrative costs up to $55,886, as needed, to implement the FY 2019-20

FARMER Program.
Wayne Nastri
Executive Officer
MMM:NV:VW:WS:AY
Background

The agricultural industry in California, including the South Coast Air Basin, particularly
the Coachella Valley, consists of many farms and ranches that produce commodities
shipped throughout the world. This industry consists of producers, custom operators and



first processors that own and operate numerous on- and off-road, diesel-fueled
equipment, which are a significant source of NOx emissions. Even with increasingly
stringent emission standards on engine manufacturers, emissions from these agricultural
vehicles and equipment are a significant source of air pollution since most of this
equipment is operated for decades. Natural turnover is not sufficient to meet South
Coast AQMD’s clean air goals. Reducing these emissions is necessary to meet federal
ozone and particulate matter air quality standards.

In October 2019, CARB released a solicitation to air districts to apply for funding from
the FY 2019-20 Funding Agricultural Replacement Measures for Emission Reductions
(FARMER) Program. South Coast AQMD submitted an application and CARB has
announced a tentative allocation of $894,170. The air district allocations are based on
each district’s contribution to the statewide emissions from farm equipment and current
attainment status with the National Ambient Air Quality Standards. CARB is currently
updating the agricultural off-road diesel inventory and the results of this inventory will
affect future allocations to air districts.

Proposal

This action is to adopt the attached Resolution recognizing up to $894,170 from CARB
through the Greenhouse Gas Reduction Fund (GGRF) into the Carl Moyer Program
Fund (32) for implementation of the FY 2019-20 FARMER Program. Of this amount,
$838,284 is designated for project funding and $55,886 for administrative and outreach
efforts. This action is to also reimburse the General Fund up to $55,886 for
administrative costs to implement the FY 2019-20 FARMER Program.

Projects that utilize FARMER funds will be evaluated based on the FARMER Program
Guidelines approved by CARB on March 23, 2018. Proposals will be accepted through
the currently open Carl Moyer Program Announcement (#PA2020-04), which was
released on March 6, 2020, and closes 1:00 pm on Tuesday, June 2, 2020. Staff expects
to finalize the review and evaluation of the proposals and bring award recommendations
to the Board for consideration at the October 2020 Board meeting.

Disproportionately Impacted Areas Point Ranking

The FARMER Program Guidelines include a recommendation to allocate at least 50
percent of the total funds to projects that will reduce emissions in disadvantaged
communities and at least five percent for projects that will reduce emissions in low-
income communities.

Consistent with this recommendation and other criteria in the FARMER Guidelines, all
projects will be evaluated according to the following criteria.

1) Each project must meet the cost-effectiveness limit(s) established in the Carl Moyer
Program Guidelines, and



2) The domiciled address for each project will be used to determine if the project
qualifies as benefiting a disadvantaged or low-income community based on the
CalEnviroScreen 3.0 model.

Benefits to South Coast AQMD

The South Coast AQMD supports a variety of activities for the advancement of new
technologies and commercialization of new, zero emission and low emission
vehicles/equipment. The successful implementation of the Carl Moyer Program has
resulted in the accelerated deployment of these technologies and achieved significant
emission reductions in the region. The FARMER Program provides additional funding
to further incentivize the purchase of cleaner agricultural vehicles/equipment. The
vehicles and equipment funded by the FARMER Program will operate for many years,
providing long-term emissions reduction benefits.

Resource Impacts

CARB has tentatively allocated $894,170 to the South Coast AQMD for
implementation of the FARMER Program. Of this amount, $838,284 is designated for
project funding and $55,886 for administrative and outreach efforts.

Attachment
Resolution of the South Coast AQMD Governing Board Recognizing the FY 2019-20
FARMER Funds



RESOLUTION NO. 20-

A Resolution of the South Coast Air Quality Management District Governing
Board Recognizing FY 2019-20 FARMER Funds

WHEREAS, in June 2019, Governor Newsom signed into law Assembly Bill (AB) 74,
which appropriates $65 million from the State Budget for Fiscal Year (FY) 2019-20 to
the California Air Resources Board (CARB) for reducing criteria, toxic and greenhouse
gas (GHG) emissions from the agricultural sector;

WHEREAS, CARB developed the Funding Agricultural Replacement Measures for
Emission Reductions (FARMER) Program Guidelines to meet the Legislature’s
objectives and help meet the State’s criteria, toxic and GHG reduction goals;

WHEREAS, the funding for the FARMER Program comes from the Greenhouse Gas
Reduction Fund (GGRF);

WHEREAS, CARB has proposed an allocation of $894,170 for South Coast Air Quality
Management District (South Coast AQMD) to implement projects pursuant to the
FARMER Program Guidelines;

WHEREAS, there are specific legislative requirements (e.g., expenditure records,
quantification methodology, annual reporting, and disadvantaged/low income community
investments) of the cap and trade proceeds that the South Coast AQMD will need to
adhere to;

WHEREAS, the South Coast AQMD may have need to transfer funds to other air
districts, or may be invited to accept FARMER funds through inter-district transfer;

NOW, THEREFORE, BE IT RESOLVED that the Governing Board, in regular session
assembled on April 3, 2020, does hereby approve South Coast AQMD participation in
the FY 2019-20 FARMER Program and recognize up to $894,170 from CARB in
FARMER Program funds.

BE IT FURTHER RESOLVED that South Coast AQMD will comply with FARMER
Program requirements as specified in the grant award, applicable FARMER Program
Guidelines and the South Coast AQMD’s FARMER Policies and Procedures Manual.

BE IT FURTHER RESOLVED that the South Coast AQMD Governing Board
authorizes the Executive Officer to enter into contracts or grants with other California
air quality districts to transfer funds to other districts or accept FARMER funds through
inter-district transfer as necessary.



BE IT FURTHER RESOLVED that the Executive Officer is hereby authorized and
empowered to execute on behalf of South Coast AQMD grant agreements with CARB
and all other necessary documents to implement and carry out the purposes of this
Resolution.

Date Faye Thomas, Clerk of the Boards
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 8

PROPOSAL.: Recognize Revenue, Amend Contract and Reimburse General Fund
for Administrative Costs for Enhanced Fleet Modernization
Program

SYNOPSIS: Since 2015, the South Coast AQMD has been implementing an

Enhanced Fleet Modernization Program (EFMP), branded as
Replace Your Ride. The program is administered with assistance
from contractors providing case management and remote sensing
technical support. For FY 2018-19, CARB has allocated $1.4
million in AB 118 funds to the South Coast AQMD for the
continued implementation of the EFMP. These actions are to: 1)
recognize up to $1.4 million from CARB; 2) approve vouchers and
other alternative mobility options until all available funds are
exhausted; 3) amend a contract with a consultant adding $400,000
for continued program support; and 4) reimburse the General Fund
for administrative costs necessary to implement the EFMP.

COMMITTEE: No Committee Review

RECOMMENDED ACTIONS:

1. Recognize, upon receipt, up to $1.4 million from CARB (Grant #G18-EFMP-01)
into the HEROS II Special Revenue Fund (56) for the EFMP Base Program;

2. Authorize the Executive Officer to approve vouchers and other alternative mobility
options for the continued implementation of the EFMP base incentives until all
funds are exhausted;

3. Authorize the Chairman to amend a contract with Opus Inspection Inc. in an
amount not to exceed $400,000 for continued support of the EFMP from the
administrative portion of the HEROS II Special Revenue Fund (56); and

4. Reimburse the General Fund up to $140,000 from the HEROS II Special Revenue

Fund (56) as authorized by the grant agreement for administrative costs necessary
to implement the EFMP. This item and item 3 above cumulatively do not exceed
10% of the grand award.

Wayne Nastri
Executive Officer

MMM:NB:VW:TL




Background

In 2015, the South Coast AQMD implemented the Enhanced Fleet Modernization
Program (EFMP), branded as Replace Your Ride, which is authorized by the AB 118
California Alternative and Renewable Fuel, Vehicle Technology, Clean Air, and Carbon
Reduction Act of 2007 (Health and Safety Code Sections 44124-44127). The South
Coast AQMD’s Replace Your Ride Program is a vehicle retire and replacement
program, which provides incentives to lower income motorists to scrap and replace their
older, high-emitting vehicles with newer, cleaner models or utilize other clean
transportation options.

Since its inception, the South Coast AQMD has provided $48 million in EFMP funding
for the replacement of over 6,200 older passenger vehicles with newer fuel-efficient
conventional vehicles, hybrid electric vehicles, plug-in hybrid electric vehicles and zero
emission vehicles. Approximately 93 percent of the vouchers have been issued to
participants residing in disadvantaged communities, and 88 percent of the participants
have been in the lowest poverty level. The EFMP is achieving the goal to replace the
oldest and dirtiest light-duty passenger vehicles on the road. Replace Your Ride is
administered with assistance from three contractors providing case management support
and remote sensing technical support. The South Coast AQMD also maintains a website
and has added additional case managers to address the growing number of participants
with completing and submitting applications.

For FY 2018-19, CARB has allocated an additional $1.4 million in AB 118 funds to
South Coast AQMD for the continued implementation of the EFMP Base Program. This
grant includes administrative funds up to 10% of the total grant award to implement the
program.

Proposal

These actions are to recognize up to $1.4 million from CARB for the EFMP Base
Program into the HEROS II Special Revenue Fund (56) and authorize the Executive
Officer to approve vouchers and other alternative mobility options for this program until
all available funds are exhausted. The additional funding will enable the continuation of
the EFMP Base Program while offering eligible participants alternatives in replacement
vehicle technologies.

Funding for one of the three contractors assisting with implementation of Replace Your
Ride is nearly fully expended. This action is to amend the contract with Opus
Inspection adding up to $400,000 from the administrative portion of the HEROS II
Special Revenue Fund (56).

This action is to also reimburse the General Fund up to $140,000 (up to 10% of the
grant award) from the HEROS II Special Revenue Fund (56) as authorized by the grant
agreement for administrative and outreach costs necessary to implement the program.

-



Benefits to South Coast AQMD

Replace Your Ride will continue to provide incentives to qualifying lower income
vehicle owners including those residing in disadvantaged communities, thereby
providing emissions reduction benefits to these communities and throughout the region.

Resource Impacts

CARB funding (Grant #G18-EFMP-01) up to $1.4 million, upon receipt, for the FY
2018-19 EFMP Base Program will be recognized into the HEROS II Special Revenue
Fund (56). Funding for the contract amendment with Opus Inspection will not exceed
$400,000, and there are sufficient funds available in the administrative portion of the
FY 2018-19 EFMP Base and Plus-Up grants. The transfer of funds from the HEROS II
Special Revenue Fund (56) to reimburse the General Fund for administrative costs will
not exceed $140,000.
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 9

PROPOSAL.:

SYNOPSIS:

COMMITTEE:

Reallocate Funds, Execute Contract and Add/Delete Positions to
Quantify and Characterize Fugitive VOC Emissions Near and
Around Refineries

South Coast AQMD is conducting comprehensive air pollution
measurements near refineries and surrounding communities as
part of the AB 617 and Rule 1180 programs. The Community
Emissions Reduction Plan for the Wilmington/Carson/West Long
Beach community has a measure to reduce NOx, SOx, VOCs and
other associated toxics emissions from refineries by 50 percent
between 2020 and 2030. To assess this target, there is a need to
quantify and characterize fugitive VOC emissions near and
around refineries in 2020 as well as to assess progress in the
future once a baseline has been established. As part of Rule 1180,
staff will be operating and maintaining a network of community
air monitoring stations throughout the Basin. These actions are to
reallocate up to $500,000 to Science & Technology
Advancement’s FYs 2019-20 and 2020-21 Budgets, execute a
contract, and approve the addition and deletion of Rule 1180
positions to perform this work.

No Committee Review

RECOMMENDED ACTIONS:

1. Reallocate AB 617 funds (General Fund) up to $500,000 within the Services &
Supplies Major Object in Science & Technology Advancement’s FY 2019-20
Budget and/or FY 2020-21 Budgets to fund an AB 617 contract.

2. Authorize the Executive Officer to execute a contract with FluxSense, Inc., in an
amount up to $500,000 to perform mobile air monitoring measurements to establish
year 2020 “baseline” emissions for the AB 617 program (General Fund).



3. Approve the addition of two new positions and deletion of three positions in the
General Fund for Rule 1180 (as listed in the table in Resource Impacts).

Wayne Nastri

Executive Officer
MMM:JCL:AP:OP:1d

Background

Petroleum refineries are among the largest stationary sources of air pollution in the
South Coast Air Basin (Basin). These sources process crude oil into various products,
such as gasoline, diesel fuel, aviation fuel and other fuel oils. These and other refinery-
related activities can result in emissions of criteria pollutants, toxic air contaminants,
and greenhouse gases. In recent years, community concerns over emissions from
refineries have increased, both from routine facility operations and potential releases
due to emergency or other unforeseen conditions.

The AB 617 Community Emissions Reduction Plan (CERP) for the
Wilmington/Carson/West Long Beach community, which was approved by the Board
on September 6, 2019, has a measure to reduce NOx, SOx, VOCs and toxics emissions
from refineries by 50 percent between 2020 and 2030. To assess this measure, there is a
need to estimate and characterize fugitive VOC emissions near and around refineries as
well as to assess progress in the future once a baseline has been established. Although
not yet appropriate for other purposes, optical remote sensing (ORS) measurements on a
mobile platform is the most appropriate technology to provide this baseline emissions
estimate. Traditional monitoring approaches are not suitable for this purpose because
traditional monitoring techniques measure concentrations of gases (i.e. what the levels
of pollutants are in a given air sample), not emissions (how much pollution is emitted
over a specified time) which Fluxsense’s mobile platform can monitor.

Rule 1180 Refinery Fenceline and Community Air Monitoring, which was adopted by
the Board in December 2017, requires real-time fenceline air monitoring systems and
establishes a fee schedule for all major refineries in the Basin to fund refinery-related
community air quality monitoring. These activities will provide information to the
public about levels of VOCs and air toxic pollutants at or near the property boundaries
of petroleum refineries and in nearby communities.

Proposal

This action is to reallocate AB 617 funds in an amount up to $500,000 within the
Services & Supplies Major Object in Science & Technology Advancement’s FY 2019-
20 and/or FY 2020-21 Budgets. This action is to also authorize the Executive Officer to
execute a contract with FluxSense, Inc., to conduct mobile ORS emissions monitoring

-



of VOCs, NOx and SOx from all major refineries in the Wilmington/Carson/West Long
Beach community (i.e., Marathon Carson, Marathon Wilmington, Phillips 66 Carson,
Phillips 66 Wilmington and Valero Wilmington). The results of the ORS monitoring
will provide the initial baseline refinery emissions estimates that will be used to
calculate the percentage change over time as a measure for tracking AB 617 refinery
emissions reduction goals. The contract amount will not exceed $500,000.

This action is to also approve the addition of two Air Quality Specialist positions and
the deletion of one Senior Air Quality Instrument Specialist and two Air Quality
Instrument Specialist II positions for Rule 1180 air monitoring implementation. This
staffing will better serve operational needs for the Rule 1180 Community Air
Monitoring Program, which requires staff to perform more specialized and complex
activities, including: installation, operation, calibration, maintenance and repair of
advanced air monitoring and ORS equipment, mobile monitoring surveys, and data
analysis, mapping, interpretation and reporting.

Sole Source Justification

Section VIII.B.2 of the Procurement Policy and Procedure identifies four major
provisions under which a sole-source award may be justified. The request for a sole
source contract with FluxSense is made under Sections VIII.B.2.c(1): The unique
experience and capabilities of the proposed contractor or contractor team; VIII.B.2.c(2):
The project involves the use of proprietary technology; and VIII.B.2.d(6): Projects
requiring compatibility with existing specialized equipment. FluxSense is the only
contractor who provides mobile ORS measurement services allowing quantification of
refinery emissions of VOCs, NOx and SOx, which is most appropriate to fulfill the
technical requirements of this AB 617 measure and satisfy CERP requirements.
Additionally, the proposed instruments and proprietary software are compatible with
instrumentation and software that is currently being used by staff in South Coast
AQMD Mobile ORS Laboratory, therefore allowing for data compatibility and
comparability.

Benefits to South Coast AQMD
Implementation of AB 617 and Rule 1180 benefits environmental justice communities
and others working and residing in the Basin.

Resource Impacts

Funding from CARB’s Community Air Protection Program under AB 617 (General
Fund) will provide sufficient resources for FluxSense to perform mobile air monitoring
measurements to establish year 2020 “baseline” emissions for the AB 617 program.

Payments received from petroleum refineries under Rule 1180 and Rule 301 fees will
provide sufficient resources to plan and establish the required community air monitoring
program, and for ongoing community air monitoring operation and maintenance.

3



Below is a table summarizing the proposed Rule 1180 staffing additions/deletions:

. . Estimated
Position Title Qty Amount*
Air Quality Specialist 2 $335.196
Senior Air Quality
Instrument Specialist -1 -150,513
Air Quahty Ipstrument 5 279236
Specialist II
Total -1 -$94.555

* Annual Salaries & Employee Benefits at Step 5 include base salary, retirement
cost, insurance, FICA & SDI.
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 10

PROPOSAL.: Approve Transfer of Funds to Conduct Rule 1118.1 Technical
Assessment

SYNOPSIS: On January 4, 2019, Rule 1118.1 — Non-Refinery Flares was

adopted. Rule 1118.1 establishes requirements to reduce NOx and
VOC emissions from non-refinery flares and encourages
alternatives to flaring such as beneficial use of gas such as energy
generation, transportation fuels, or pipeline injection. The Board
Resolution for the adoption of Rule 1118.1 directed staff to conduct
a technical assessment to further investigate beneficial uses of gas
as an alternative to flaring at non-refinery facilities. Funding is
needed to contract with an engineering consultant that will be
selected through a competitive bidding process to conduct this
technical assessment for an amount not to exceed $75,000. This
action is to transfer funds from the General Fund Undesignated
(Unassigned) to Planning, Rule Development and Area Sources’
FY 2020-21 Professional and Special Services Account.

COMMITTEE: No Committee Review

RECOMMENDED ACTION:

Authorize transfer of $75,000 from the General Fund Undesignated (Unassigned) Fund
Balance into Planning, Rule Development and Area Sources’ FY 2020-21 Professional
and Special Services Account, for Board required technical assessment of beneficial
uses from non-refinery flaring.

Wayne Nastri

Executive Officer
BB:SN:MK:HF

Background

On January 4, 2019, the South Coast AQMD adopted Rule 1118.1 — Control of
Emissions from Non-Refinery Flares. Rule 1118.1 applies to facilities that operate non-
refinery flares located at landfills, wastewater treatment plants, oil and gas production
facilities, organic liquid loading stations, and tank farms. Rule 1118.1 establishes




requirements to reduce NOx and VOC emissions from non-refinery flares and to
encourage alternatives to flaring (e.g., increase beneficial use of gas), such as energy
generation, transportation fuels, or pipeline injection.

Upon adoption of the rule, the Board directed staff to conduct a technology assessment
of various technologies, techniques, approaches, and associated costs to beneficially use
gas to reduce flaring and to provide a summary of the technology assessment to the
Stationary Source Committee within 24 months of rule adoption and amend the
requirements for flaring produced gas, if deemed appropriate.

A working group was established to assist in the development of the goals, scope, and
cost associated with the technology assessment. Staff held several stakeholder meetings
and three formal working group meetings to develop an outline and a Request for
Proposals for the technology assessment. The RFP will obtain proposals from potential
qualified consultants with technical expertise and experience in alternative technologies
to reduce flaring from oil and gas sites, landfills, and wastewater treatment plants and
prepare a technical assessment to examine the emission reduction benefits, the cost
impacts, potential revenue, hurdles, system problems, and incentives of using gas that
would be otherwise flared. The assessment will focus on sites not currently utilizing a
large percentage of gas beneficially and shall include four sites (either actual sites or
representative facilities): a large landfill, a small wastewater treatment plant, and two oil
and gas sites (one remote and one either urban or an aggregate of existing facilities).
The working group concluded the technology assessment would best be performed by a
third-party engineering consultant.

Proposal

Staff is proposing that the Board authorize the transfer of $75,000 from the General
Fund Undesignated (Unassigned) to Planning, Rule Development and Area Sources’ FY
2020-21 Professional and Special Services Account. These monies will be used to fund
a technology assessment on the beneficial use of flare gas as directed in the Rule 1118.1
Board Resolution.

Resource Impacts
Funds are available from the General Fund, Unreserved (Unassigned) Fund Balance.
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 11

PROPOSAL: Appropriate Funds and Amend or Execute Contracts with Outside
Counsel and Specialized Legal Counsel and Services

SYNOPSIS: This action is to appropriate $460,000 from the General Fund
Undesignated (Unassigned) Fund Balance to Legal’s FY 2019-20
and/or FY 2020-21 Budgets and amend or execute contracts for legal
counsel for specialized, environmental, and other litigation.

COMMITTEE: Administrative, March 13, 2020; Recommended for Approval

RECOMMENDED ACTIONS:

1. Appropriate $460,000 from the General Fund Undesignated (Unassigned) Fund
Balance to Legal’s FY 2019-20 and/or FY 2020-21 Budgets, Services and Supplies
Major Object, Professional and Special Services Account; and

2. Authorize the Chairman or the Executive Officer, depending on whether the amount
exceeds $100,000, to amend or execute contracts with legal counsel handling
existing matters, as well as prequalified counsel approved by the Board, and
specialized legal counsel and services, as the need arises.

Wayne Nastri

Executive Officer
BTG:LALji

Background

The FY 2019-20 Adopted Budget includes $246,001 for litigation expenses in
environmental law and other cases and specialized legal counsel and services. The total
amount currently allocated will not cover current and anticipated costs of legal counsel
and specialized counsel and services.

South Coast AQMD will require an additional amount of up to $460,000 for these
services. Monies will be expended on lawsuits and legal proceedings, including an
appeal in the Exide matter; defending on Appeal the challenge to South Coast AQMD’s



environmental analysis of the Tesoro Los Angeles Refinery Integration and Compliance
project; potential litigation regarding EPA’s recent actions, and other matters. In the
Tesoro case, Tesoro will reimburse the South Coast AQMD for attorney’s fees and
other costs once the case is completed. Accordingly, staff is requesting an appropriation
of funds in the amount of $460,000 for a total expected expenditure of $1,156,001 this
fiscal year.

Proposal

In order to defend ongoing litigation, and continue other legal work, it is necessary to
appropriate additional funds for expenditures by outside counsel. It is expected that
ongoing lawsuits and other legal work will require an additional $460,000 for attorneys
handling existing matters, prequalified counsel approved by the Board, and with
specialized legal counsel and services, as the need arises.

Resource Impacts

Sufficient funds will be available in Legal’s FY 2019-20 Budget upon approval of this
Board letter. This action will bring the total amount of outside counsel costs approved
by the Board in FY 2019-20 to $1,156,001.
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BOARD MEETING DATE: April 3, 2020 AGENDA NO. 12

REPORT: Audit Reports of AB 2766 Fee Revenue Recipients for Fiscal
Years Ending June 30, 2016 and 2017

SYNOPSIS: Health and Safety Code 44244.1 requires any agency that receives
fee revenues subvened from the Department of Motor Vehicles to
be audited once every two years. This audit of South Coast
AQMD’s share, MSRC'’s share, and local governments’ share of
such subvened funds, performed by independent Certified Public
Accountants, has been completed.

COMMITTEE: No Committee Review

RECOMMENDED ACTION:
Receive and file report.

Wayne Nastri
Executive Officer

Background

AB 2766 was chaptered into law as Health and Safety Code Sections 44220-44247
which were enacted to authorize air pollution control districts to impose fees on motor
vehicles. These fees are to be expended specifically for the purpose of mobile source air
pollution reduction measures pursuant to the California Clean Air Act of 1988 or the
South Coast AQMD’s AQMP pursuant to Article 5 of Chapter 5.5 of Part 3 of the
Health and Safety Code.

The fee revenue is collected by the Department of Motor Vehicles ($4.00 per vehicle
registration) and subvened to the South Coast AQMD for distribution as follows: thirty
percent ($1.20) goes to support South Coast AQMD-approved programs for the
reduction of emissions from mobile sources; forty percent ($1.60) is placed in the Air
Quality Improvement Trust Fund for quarterly disbursement to local governments; and



thirty percent ($1.20) is placed in the Mobile Source Air Pollution Reduction Special
Revenue Fund for projects awarded by the Mobile Source Air Pollution Reduction
Review Committee (MSRC) under a work program approved by the South Coast
AQMD’s Board.

Audit Summary

South Coast AQMD’ s Use of AB 2766 Fee Revenues — Segment 1

The audit of the South Coast AQMD’s use of the motor vehicle registration revenues
resulted in no negative findings. The audit report is included in Attachment I. The cost
of auditing the South Coast AQMD’s use of the AB 2766 revenues was $4,560, paid
from the South Coast AQMD’s portion of the fee revenues.

Local Government Use of AB 2766 Fee Revenues — Segment 2

The audit of local governments’ use of AB 2766 funds resulted in 35 negative findings
for 22 agencies, out of 162 recipients. All of these findings will be resolved in
accordance with AB 2766 program guidelines. A summary of the audit findings is
included in Attachment II, along with the audit reports in Attachments III and I'V.

The total cost to audit the local government recipients was $86,190. The cost of the
audit is allocated and paid from the local governments’ portion of the fee revenues in
accordance with AB 2766 program guidelines.

MSRCs Use of AB 2766 Fee Revenues — Segment 3

The audit of the MSRC fund and of projects from the MSRC Work Program resulted in
no negative findings. The audit reports are included in Attachments V and VI. The
MSRC reviewed the summary audit reports at its March 19, 2020 meeting. The cost of
auditing the MSRC and their use of program revenues was $7,000 and will be deducted
from the fee revenues subvened to the MSRC.

Attachments

L. South Coast AQMD’s Use of AB 2766 Fee Revenues — Segment 1

II. Summary of AB 2766 Audit Findings for Local Governments and Council of
Governments

III.  Local Governments Use of AB 2766 Fee Revenues Summary of Audit Reports -
Segment 2.

IV.  Local Governments Use of AB 2766 Fee Revenues Summary of Audit Reports -
Segment 2, Subgroup 1

V.  MSRC’s Use of AB 2766 Fee Revenues Summary Audit Report - Segment 3

VI.  MSRC Projects Audit — Segment 3, Projects
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Independent Accountant’s Report
on Applying Agreed-Upon Procedures

The Governing Board of
The South Coast Air Quality Management District

We have performed the procedures enumerated below, which were agreed to by the
management of the South Coast Air Quality Management District (South Coast AQMD),
solely to assist you in determining whether automobile registration fee revenues (AB 2766
funds) received by the South Coast AQMD during fiscal years 2015-16 and 2016-17 were
spent on the reduction of air pollution from motor vehicles pursuant to the California Clean
Air Act of 1988 or the South Coast AQMD’s Air Quality Management Plan (AQMP)
prepared pursuant to Article 5 of Chapter 5.5 of Part 3 of the California Health and Safety
Code (CHSC). The South Coast AQMD’s management is responsible for the use of AB
2766 funds in accordance with the citied criteria. The South Coast AQMD’s management
is responsible for use of AB 2766 funds in accordance with the citied criteria. This agreed-
upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of
these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures
described below either for the purpose for which this report has been requested or any other
purpose.

Our procedures and results are as follows.

1. We obtained an understanding of how the South Coast AQMD accounts for AB 2766
funds — Segment 1, including whether the AB 2766 funds are maintained in a separate
fund or if there is a separate accounting of the AB 2766 funds maintained by another
means.

Result

We noted that the AB 2766 funds - Segment 1 (District Funds) are recorded under the
General Fund of the South Coast AQMD.

CPA)
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We conducted interviews and tested significant controls to identify significant
deficiencies in the design or operation of the South Coast AQMD’s internal control
procedures over the receipt and use of AB 2766 funds.

Result

We noted no exceptions in performing this procedure.

We obtained the California Department of Motor Vehicles (DMV) fee distribution
record for AB 2766 revenues and agree them to the South Coast AQMD’s AB 2766
revenues recorded in the general ledger.

Result

We noted no exceptions to recorded revenues.

We recalculated the South Coast AQMD’s allocation of AB 2766 revenue fees to
recipients to verify that the allocation was in accordance with CHSC Section 44243,
after deducting administrative costs pursuant to Section 44229, and any audit costs
pursuant to Section 44244.1(a).

Result

We noted no exceptions on the allocation of AB 2766 revenue fees to the recipients.

. We conducted interviews in order to obtain an understanding of how the South Coast
AQMD allocates interest earned and determined the reasonableness of the interest
allocation and that interest was used for the same purposes for which AB 2766 funds
were allocated to the South Coast AQMD.

Result

We noted no exceptions to interest allocation earned or use of interest earned.



X

6. We verified that the South Coast AQMD’s governing board adopted a resolution to

document the intent and use of AB 2766 funds exclusively for the reduction of air
pollution from motor vehicles in accordance with the California Clean Air Act of 1988.

Result

We noted no exceptions in performing this procedure.

. We obtained the South Coast AQMD’s cost allocation schedule. We conducted

interviews and recalculated allocations on a test basis to determine the reasonableness
and mathematical accuracy of the cost allocation method.

Result

We noted no exceptions on the cost allocation schedule.

. We tested AB 2766 direct and indirect non-labor project expenditures for each year to

determine:

a) allowability, reasonableness, adequacy of supporting documentation, proper
approval, clearly identified the project, and were incurred during the fiscal year;

b) that the funds were spent in accordance with CHSC Section 44220(b), which
requires that AB 2766 fund expenditures were incurred solely to reduce air
pollution from motor vehicles and for related planning, monitoring, enforcement
and technical studies necessary for implementation of the California Clean Air Act
of 1988; and

c) inaccordance with CHSC Section 44235, the South Coast AQMD did not use AB
2766 fees for establishing or maintaining the district as a direct provider of the
carpool, van pool, or other ridesharing or transit services.

Result

We noted no exceptions in performing this procedure.



10.

11.

12.

We tested AB 2766 direct payroll expenditures, reviewed related payroll registers and
employee records to verify hours worked, mathematical accuracy, and salary rates.

Result

We noted no exceptions to the AB 2766 direct payroll expenditures.

We analyzed AB 2766 administrative expenditures to verify, in accordance with CHSC
Section 44233, that the South Coast AQMD did not use more than 5% for FY2016 and
6.25% for FY2017 of the AB 2766 fees distributed for administrative expenditures.
Result

We noted no exceptions in performing this procedure.

We obtained the South Coast AQMD expenditures to verify, in accordance with CHSC
Section 44244.1(d), that the South Coast AQMD expended AB 2766 fees within one
year of the program or project completion date.

Result

We noted no exceptions in performing this procedure.

We obtained the South Coast AQMD reports to verify that the South Coast AQMD
submitted a report to the State Board on the use of the fees and results of the programs
funded, and to verify that the South Coast AQMD’s control measures were in
compliance with Title 42 of the United States Code control measures.

Result

We noted no exceptions in performing this procedure.



We were not engaged to and did not conduct an examination or review, the objective of
which would be the expression of an opinion on the South Coast AQMD’s compliance
with the California Clean Air Act of 1988 or the South Coast AQMD’s Air Quality
Management Plan (AQMP) prepared pursuant to Article 5 of Chapter 5.5 of Part 3 of the
California Health and Safety Code (CHSC). Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.

This report is intended solely for the information and use of the governing board and
management of the South Coast AQMD, and is not intended to be and should not be used
by anyone other than these specified parties.

Wﬁ%ﬁﬂ%ﬁ

Los Angeles, California
July 19, 2019



Attachment 11

Summary of Fiscal Year 2015-16 and Fiscal Year 2016-17 AB 2766 Audit Findings for Local Governments and Council of Governments

Findings Description

Fiscal Year(s)

City/County/COG

Status

AB 2766 Funds Not Accounted For Separately

FY 2016-17

Culver City

Resolved-The City created a separate fund.

AB 2766 Funds Not Accounted For Separately

FY 2015-16 & FY 2016-17

Western Riverside Council of Governments

Resolved-The WRCOG created a separate
fund.

Expenditures without Supporting Documentation

FY 2015-16

Huntington Park

Resolved-The City has requested SCAQMD
to withhold funds from future
disbursements.

Expenditures without Supporting Documentation

FY 2015-16 & FY 2016-17

San Bernardino

Resolved-The City has requested SCAQVID
to withhold funds from future
disbursements.

Inaccurate Information in the Annual Program Progress Report FY 2016-17 Murrieta Resolved-The City included the project in
the FY 2017-18 report.

Interest Income on Accummulated AB 2766 Funds FY 2015-16 & FY 2016-17 Compton Resolved-The City will be allocating the
interest earning to the fund.

Over-allocation of Costs to AB 2766 Fund FY 2016-17 El Monte Resolved-The City has requested SCAQMD
to withhold funds from future
disbursements.

Research and Development Project in Excess of 10% Cap FY 2016-17 Murrieta Resolved-The City has requested SCAQMD
to withhold funds from future
disbursements.

Submission of Annual Audited Financial Statements FY 2015-16 & FY 2016-17 Artesia Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 & FY 2016-17 Beaumont Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 Brea Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 & FY 2016-17 Compton Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 & FY 2016-17 El Monte Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 & FY 2016-17 Hemet Resolved-City was Audited.

Submission of Annual Audited Financial Statements

FY 2015-16 & FY 2016-17

Huntington Park

Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 La Habra Heights Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2016-17 Lawndale Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 & FY 2016-17 Lomita Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2016-17 Los Alamitos Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2016-17 Lynwood Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2016-17 Maywood Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 & FY 2016-17 Placentia Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2016-17 Rialto Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 San Jacinto Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2015-16 & FY 2016-17 South El Monte Resolved-City was Audited.

Submission of Annual Audited Financial Statements FY 2016-17 Yucaipa Resolved-City was Audited.

Unallowable Expenditures FY 2015-16 Compton Resolved-The City has requested SCAQMD
to withhold funds from future
disbursements.

Unallowable Expenditures FY 2015-16 Huntington Park Resolved-The City has requested SCAQMD
to withhold funds from future
disbursements.

Unallowable expenditures FY 2015-16 Huntington Park Resolved-The City has requested SCAQMD
to withhold funds from future
disbursements.

Unallowable Expenditures FY 2016-17 Lomita Resolved-The City has replaced the funds.

Unallowable expenditures FY 2016-17 Lynwood Resolved-The City has requested SCAQMD
to withhold funds from future
disbursements.

Unallowable expenditures FY 2016-17 Lynwood Resolved-The City has requested SCAQMD
to withhold funds from future
disbursements.

Unallowable Expenditures FY 2016-17 Placentia Resolved-The City has replaced the funds.

Unallowable Expenditures FY 2016-17 Rialto Resolved-The City has replaced the funds.

Unallowable Expenditures FY 2015-16 San Bernardino Resolved-The City has requested SCAQMD

to withhold funds from future
disbursements.
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AB 2766 Air Quality Improvement Fund
Summary of Segment 2 Reports

The Governing Board of
The South Coast Air Quality Management District

This report provides a summary of the findings and questioned costs contained in the
audit reports and reports on applying agreed-upon procedures completed for Segment 2
for the Biennial Audit of Fee Revenues under AB 2766 for fiscal years ended June 30,
2017 and 2016. See Attachment B for a list of the reports included in this summary.

For the purpose of determining whether motor vehicle registration fees (AB 2766 funds)
subvened to the South Coast Air Quality Management District (SCAQMD) were
expended for air pollution measures pursuant to the Clean Air Act Amendments of 1990,
the California Clean Air Act of 1988 or the SCAQMD's Air Quality Management Plan
(AQMP) prepared pursuant to Article 5 of Chapter 5.5 of Part 3 of the California Health
and Safety Code (CHSC), the SCAQMD requested that we perform audits or agreed-
upon procedures reviews for six subgroups of local governments receiving Segment 2
funds. Segment 2 funds are the 40% of motor vehicle fee revenues subvened to the
SCAQMD that are distributed to local governments on a quarterly basis. The SCAQMD
placed local governments into subgroups based on the amount of Segment 2 funds
received and whether the entity had provided Air Quality Improvement Fund audited
financial statements and progress reports to the SCAQMD. Local governments in
Segment 2 include cities, counties and consortiums of local governments. These
consortiums are legal entities created through joint power agreements entered into by
cities and counties in a common geographical area. Local governments are permitted to
pool their resources for implementing the requirements for the use of AB 2766 funds and
to undertake regional projects to reduce air pollution from motor vehicles.

For local governments in Subgroup 1, we reviewed audit reports prepared by other

auditors and summarized audit findings included in the reports. The Subgroup 1 summary
was provided in a separate report dated December 23, 2019.

CPA)

The CPA. Never Underestimate The Value™



To this report, we have summarized audit findings and questioned costs for local
government entities in Subgroups 2, 3, 4, 5 and 6 into 19 categories, as described below.

CATEGORY DESCRIPTION

Noncompliance with the AB 2766 Compliance Requirements:

Unallowable Expenditures

Over-allocation of Costs to AB 2766 Fund

Expenditures without Supporting Documentation

Research and Development Project in Excess of 10% Cap

Interest Income on Accumulated AB 2766 Funds

AB 2766 Funds Not Accounted for Separately

Inaccurate Information in the Annual Program Progress Report
Submitted to SCAQMD

8 Submission of Annual Audited Financial Statements

~No ok, wN -

Material Weaknesses or Significant Deficiencies in Financial Reporting:

9 City’s Finance Organization

10 Lack of Policies and Procedures

11 Procurement Policies and Procedures

12 Lack of Controls Over Financial Reporting

13 Lack of Controls Over Year-end Closing Procedures

14 Lack of Controls Over Capital Assets

15 Lack of Controls Over Receivables and Revenue Recognition
16 Segregation of Duties Over Check Disbursements

17 Conflict of Interest Code

18 City’s Financial Condition

The audit findings are described in the Summary of Findings in Attachment A.

This report is intended solely for the information and use of the governing board and
management of the SCAQMD, and is not intended to be and should not be used by
anyone other than these specified parties.

Wﬁ%ﬁﬂ%ﬁ

Los Angeles, California
February 6, 2020



ATTACHMENT A

SOUTH COAST AIR QUALITY MANAGEMENT DISTRICT
AIR QUALITY IMPROVEMENT FUND

SUMMARY OF FINDINGS
For the Years Ended June 30, 2017 and 2016
(Continued)
1. Unallowable Expenditures
California Health and Safety Code Section 44243 require that AB 2766 funds be used

for programs to reduce air pollution from mobile sources. We noted the following cities
charged unallowable expenditures to AB 2766 funds.

Fiscal Year 2017 Description Amount

Los Angeles County

City of Lynwood LED lights installed were not close to the $ 6,800.00
EV charging stations

City of Lynwood Purchase of EVs and charging stations were 2,020.00
based on budget instead of vendor invoices

City of Lomita EV charging station repair costs 581.28

Orange County
City of Placentia Lightbars installation on EVs 14,318.24

San Bernardino County

City of Rialto Rideshare incentives paid were either 3,647.00
missing supporting documents or did not
meet the minimum number of rideshare
days




ATTACHMENT A

SOUTH COAST AIR QUALITY MANAGEMENT DISTRICT
AIR QUALITY IMPROVEMENT FUND

SUMMARY OF FINDINGS

For the Years Ended June 30, 2017 and 2016

(Continued)

1. Unallowable Expenditures (Continued)

Fiscal Year 2016 Description Amount

Los Angeles County

City of Compton Audit fees charged to the AB 2766 Fund, $ 13,500.00
but the audits have not been completed

Huntington Park Southern California Association of 5,626.00
Governments annual membership renewal
fees

Huntington Park The invoices provided by the City to 33,092.50
support a payment did not clearly identify
the project. Also, according to the fund
numbers and account codes indicated on the
invoices, the expenditures should be
charged to the Gas Tax Fund and Planning
Fund.

San Bernardino County

City of San Bernardino CalPERS settlements charged due to 6,572.00

deferral payment of employer portion of
retirement contributions



2. Over-allocation of Costs to AB 2766 Fund

According to Chapter 17 of the SCAQMD Resource Guide, “Expenditures on
equipment, materials, and subcontractor services must be supported by a warrant and
other source document clearly showing that the payment was for an expenditure
charged against the fund and included in the annual program report to the AQMD. It is
also important that the source document (invoice, requisition, equipment rental charge,
and other pertinent data) clearly identify the project to establish a readily discernible
audit trail.” Also, according to Chapter 17 of the SCAQMD Resource Guide, “Direct
labor must be documented on timesheets. If timesheets do not permit the level of detail
required to document direct labor hours to be charged to AB 2766 projects specifically,
then a detailed log of time spent on projects, the activities performed and the outcome
or product generated must be maintained. Direct labor costs must identify the project to
establish a clear audit trail. Allocating a fixed or budgeted amount of staff time and
associated salary expense each pay period will not meet the requirements for the audit”.

Los Angeles County

City of EI Monte

During review of the cash disbursements for fiscal year 2016, we noted that one
invoice for street sweeping expense was over-allocated to the AB 2766 fund. The total
invoice amount was $23,842.03 and only $8,333.03 should be allocated to AB 2766
fund. However, the City of EI Monte inadvertently charged $15,509.00 to the AB2766
fund. As a result, the City of EI Monte over-allocated $7,175.97 to the AB 2766 fund.

3. Expenditures without Supporting Documentation

According to Chapter 17 of the SCAQMD Resource Guide, “Direct labor must be
documented on timesheets. If timesheets do not permit the level of detail required to
document direct labor hours to be charged to AB 2766 projects specifically, then a
detailed log of time spent on projects, the activities performed and the outcome or
product generated must be maintained. Direct labor costs must identify the project to
establish a clear audit trail. Allocating a fixed or budgeted amount of staff time and
associated salary expense each pay period will not meet the requirements for the audit.”

Los Angeles County

City of Huntington Park

For fiscal year 2016, the City of Huntington Park was unable to provide the vendor
invoices for four out of 32 samples selected for disbursement testing and one out of
three samples selected for accounts payable testing. In addition, a vendor invoice



3. Expenditures without Supporting Documentation (Continued)

provided was missing certain pages. In addition, a vendor invoice provided was missing
certain pages. Total questioned costs amounted to $16,414.56.

San Bernardino County

City of San Bernardino

We noted that during the first half of fiscal year 2016, the City of San Bernardino
maintained a method of allocation of labor charges to the Fund that did not permit the
level of detail required to document the hours spent on projects, the activities
performed and the outcome or product generated. The City updated the system in
January 2016 to provide timesheets that reflected actual hours worked for the Fund.
However, we noted that the payroll system was still allocating indirect or adjusted
hours of staff time to the Fund based on a budgeted percentage that was not supported
by a time study. Total questioned costs amounted to $1,445.00 and $23,989.00 for
fiscal years 2017 and 2016, respectively.

4. Research and Development Projects in Excess of 10% Cap
According to Chapter 3 of the SCAQMD Resource Guide, “Funding of all research
and development projects and related environmental impact reports shall not exceed
10% of the jurisdiction’s total subvention funds received during the fiscal year

reporting cycle.”

Riverside County

City of Murrieta

For fiscal year 2017, we noted that the City of Murrieta charged $18,627.00 to the Air
Quality Improvement Fund for a transportation study. The amount charged exceeded
the 10% research and development cap ($145,315.65 x 10% = $14,531.57) by
$4,095.44.



5.

Interest Income on Accumulated AB 2766 Funds

According to Chapter 15 of the SCAQMD Resource Guide, “Often local governments
accumulate funds over an extended period for costly projects. Depending on the amount
of annual AB 2766 receipts and the timeliness of project expenditures, cities/ counties
may have large cash balances in the AB 2766 Special Revenue Fund. Interest earned on
these cash balances could amount to a significant sum of money. If AB 2766 fees are
invested with cash balances from other general fund revenues, an equitable, proration
of interest earned on the total funds invested must be made to the AB 2766 Special
Revenue Funds”.

Los Angeles County

City of Compton

For fiscal years 2017 and 2016, we noted that interest of City of Compton was not
credited to the Air Quality Improvement Fund. The estimate of interest earned based on
LAIF PMIA for fiscal years 2017 and 2016 were $2,703.72 and $1,561.50,
respectively.

. AB 2766 Funds Not Accounted for Separately

California Health and Safety Code Section 44243 (b)(1)(C) requires local governments
to account for and separately track AB 2766 funds within their accounting records.

Los Angeles County

City of Culver

The City of Culver City did not maintain a separate fund to track assets, liabilities, and
fund balance of the AB 2766 funds. The City records revenues, expenditures, and
balance sheet accounts of the AB 2766 funds along with other non-major operating
grants in a special revenue fund (Fund 414). The City’s accounting system did not
separately identify and track balance sheet accounts of the AB 2766 funds within this
fund.



6. AB 2766 Funds Not Accounted for Separately (Continued)
Consortium
Western Riverside Council of Governments (WRCOG)

The WRCOG used AB 2766 funds to partly finance the expenditures of its Clean Cities
Program (an outreach program to promote clean air quality). As such, disbursements of
AB 2766 funds are included in the expenditures report of the Clean Cities program. For
the fiscal year ended June 30, 2017 & 2016, WRCOG maintained AB 2766 funds in the
Special Revenue Fund that was used to account for the proceeds of specific revenues
sources that are legally restricted to expenditures for specific purposes. The WRCOG’s
accounting system did not separately identify and track AB 2766 funds within this
fund.

7. Inaccurate Information in the Annual Program Progress Report Submitted to
SCAQMD

According to the SCAQMD Resource Guide, “Cities and counties under SCAQMD’s
jurisdiction provide annual program and financial information to the SCAQMD. This
information is compiled by the SCAQMD and forwarded as an annual report to
California Air Resources Board (CARB)”.

According to Chapter 12 of the SCAQMD Resource Guide, “The Audit Guidelines
describes the financial and program reporting requirements for local governments. The
AB 2766 program legislation requires that each agency receiving motor vehicle
registration fee revenues must submit:

e Anannual program progress report
e An annual audited financial statement of AB 2766 funds

Riverside County

City of Murrieta

For fiscal years 2017 and 2016, the City of Murrieta omitted the Traffic Signal
Optimization project in the annual program progress report submitted to the SCAQMD.
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8. Submission of Annual Audited Financial Statements

The Audit Guidelines prepared by the SCAQMD describe the financial and program
reporting requirements for local governments. The AB 2766 program legislation
requires that each agency receiving motor vehicle registration fee revenues must submit
an annual program progress report and annual audited financial statements of AB 2766
funds by the first Friday in February of each year. For fiscal years 2017 and 2016, the
following cities did not submit its annual audited financial statements to the SCAQMD
in a timely manner.

Fiscal Year 2017 Fiscal Year 2016

Los Angeles County
City of Artesia
City of Compton
City of El Monte
City of Huntington Park
City of Lawndale
City of Lomita
City of Lynwood
City of Maywood
City of South El Monte

Orange County

City of Los Alamitos
City of Placentia

Riverside County
City of Beaumont
City of Hemet

San Bernardino County
City of Rialto
City of Yucaipa

Los Angeles County

City of Artesia

City of Compton

City of El Monte

City of Huntington Park
City of La Habra Heights
City of Lomita

City of South El Monte

Orange County

City of Brea
City of Placentia

Riverside County
City of Beaumont
City of Hemet
City of San Jacinto




9.

10.

City’s Finance Organization

Los Angeles County

City of Lynwood

On July 11, 2018, City of Lynwood’s independent auditor issued a Report on Internal
Control over Financial Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance with Government Auditing
Standards for the year ended June 30, 2017. The City’s independent auditor reported
material weaknesses in the City’s finance organization. According to the City’s
independent auditor, the Finance Department had significant turnover especially in the
management positions. The City was not able to recruit permanent employees with
sufficient governmental accounting experience during the year ended June 30, 2017.
Although consultants were brought in to assist the City, the City was significant behind
on the day to day activities and was not able to catch up on the work.

Lack of Policies and Procedures

Management is responsible for establishing and maintaining effective internal controls,
including evaluating and monitoring ongoing activities, to help ensure that appropriate
goals and objectives are met; following laws and regulations; and ensuring that
management is reliable and financial information is reliable and properly reported.
Management is also responsible for implementing systems designed to achieve
compliance with applicable laws, regulations, contracts, and grant agreements.

Riverside County

City of Beaumont

On June 15, 2018, the City of Beaumont’s independent auditor issued a Report on
Internal Control over Financial Reporting and on Compliance and Other Matters Based
on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards for the year ended June 30, 2017. The City’s independent auditor
reported that the City lacked having formal policies, procedures and guidelines in place
for certain areas, including the following:

e Accounting Policies and Procedures
¢ Debt Management Policy

12



10.

11.

Lack of Policies and Procedures (Continued)
City of Hemet

During the City of Hemet’s independent auditors’ review of control environment, the
City’s independent auditors noted that the City lacked formal policies and procedures.
Although the City has informal policies, the City should establish formal and
comprehensive policies approved by the City Council to provide detailed guidance to
employees and management of the City.

Also, we noted that the City recognized $249,841 received from the State of California
as revenue in the Air Quality Improvement Fund during fiscal year 2016 which was
unrelated to air pollution reduction measures.

Procurement Policies and Procedures

Los Angeles County

City of Maywood

According to the City of Maywood Accounting Policy and Procedures dated June 27,
2006, before a cash disbursement can be generated, a purchase order must be obtained.
Purchase orders are required for most purchases. Purchases that do not require a
purchase order are annual dues and memberships, monthly utilities, and invoices
supported by a contract.

During our audit, we noted that the City did not obtain a purchase order when acquiring
electric vehicles and charging station for the electric vehicles.

13



12. Lack of Controls Over Financial Reporting

Management is responsible for establishing and maintaining effective internal controls,
including evaluating and monitoring ongoing activities, to help ensure that appropriate
goals and objectives are met; following laws and regulations; and ensuring that
management is reliable and financial information is reliable and properly reported.
Management is also responsible for implementing systems designed to achieve
compliance with applicable laws, regulations, contracts, and grant agreements.

Los Angeles County

City of Compton

On March 15, 2019, the City’s independent auditor issued a Report on Internal Control
over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards
for the year ended June 30, 2017. The City’s independent auditor identified the
following as material weaknesses:

1) Bank reconciliations were not prepared and reviewed in a timely manner. The last
bank reconciliation prepared was for August 2014.

2) The City did not have written policies and procedures related to security controls
for logical access for the City IT infrastructure and systems.

3) The City did not have written policies and procedures related to controls over the
physical security of the City’s IT infrastructure and its systems.

We also noted that during fiscal year 2017 the City did not record the second quarter
AB 2766 distribution in the Air Quality Improvement Fund, which was inadvertently
deposited and recorded in another City’s Fund.

City of Huntington Park

On June 27, 2018, the independent auditor of the City issued a Report on Internal
Control over Financial Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance with Government Auditing
Standards for the year ended June 30, 2017. The City’s independent auditor reported a
significant deficiency in the City’s accounting and financial reporting system.
According to the City’s independent auditor, there has been delay in closing of the
books and the preparation of the financial statements and more than twenty journal
entries were provided to correct the trial balance provided by the City to the
independent auditor and thirteen audit journal entries were proposed based on the audit
performed.

14



12. Lack of Controls Over Financial Reporting (Continued)

City of Lynwood

On July 11, 2018, the independent auditor of the City of Lynwood issued a Report on
Internal Control over Financial Reporting and on Compliance and Other Matters Based
on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards for the year ended June 30, 2017. The City’s independent auditor
reported material weaknesses in the City’s accounting and financial reporting system,
which include the following:

1)
2)

3)

4)

5)

6)

7)

There was significant delay in performing bank reconciliations.

The City provided two version of the trial balances to the City’s independent
auditor. After the second version of the trial balance was provided, more than fifty
client journal entries and nine audit journal entries were posted to correct the trial
balance.

There was no indication of review or approval of payroll register and supporting
documents; and timesheets were not approved by direct supervisors for 10 out of
25 samples selected by the City’s independent auditor.

There was lack of segregation of duties between Payroll and Human Resources.
The payroll personnel had access and authority to make changes on the personnel
files in the system; however, there is no further review after the changes were
made.

The City did not remit the CalPERS pension related payments in the amount of
$348,850 timely. In addition, there was a variance of $100,146 in contribution
that the City did not reconcile from the general ledger to the CalPERS
contribution report.

Purchase orders were issued after the purchases were made. (This finding is also
applicable to a sample selected for the AB 2766 biennial audit.)

Vendor invoices were regularly held at the department levels until the payments
were due. This resulted in the need of rush payments through the prepaid checks
instead of regular check runs.

15



12. Lack of Controls Over Financial Reporting (Continued)
City of South ElI Monte

On January 22, 2018, the independent auditor of the City of South EI Monte issued a
Report on Internal Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards for the year ended June 30, 2016. The independent
auditor reported material weaknesses in the City’s accounting and administrative
control system. The material weaknesses include the following:

1) Unclear as to what competitive bidding procedures should be followed when
procuring and contracting for professional services, including various purchasing
thresholds that would require informal quotes, formal bidding procedures, etc.

2) The City regularly enters into contracts for projects, services, etc., that have set
not-to-exceed cost maximums; however, the City’s accounting system does not
have a system to track the purchases or expenditures charged to specific contracts
that have not-to-exceed cost maximums.

3) Detailed receipts were missing from the supporting documentation for credit card
transactions.

4) Contracts that exceeded $25,000 were not approved by the City Council. In
addition, there were no indication that these contracts were subjected to any
competitive bidding procedures.

City of South Gate

On January 31, 2018, the independent auditor of the City of South Gate issued a Report
on Internal Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards for the year ended June 30, 2017. The independent auditor reported
significant deficiencies in the City’s internal controls over financial reporting. The
significant deficiencies included the following:

1) Bank Reconciliation
The City did not complete the monthly bank reconciliation process in a timely
manner. The City’s independent auditors tested five bank reconciliations and noted
that four of them had not yet been completed. The bank reconciliations were not
completed until November 2017, which was twelve months afterward.

2) Expenditures, Payables, and Deferred Inflows
During the City’s independent auditors’ testing of the purchasing and cash
disbursement process, the City’s independent auditors noted that three out of the
forty payments to vendors were missing purchase orders.
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12. Lack of Controls Over Financial Reporting (Continued)

3) Revenue, Receivables, and Deferred Inflows of Resources
During the City’s independent auditors’ testing of the cash receipt process, the
City’s independent auditors noted that thirty one out of the forty daily cash receipt
reports were not reviewed or signed-off until the following month. In addition, there
were two missing signatures on the courier deposit log.

Riverside County

City of Beaumont

On June 15, 2018, the independent auditor of the City of Beaumont issued a Report on
Internal Control over Financial Reporting and on Compliance and Other Matters Based
on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards for the year ended June 30, 2017. The City’s independent auditor
reported that internal controls were either lacking, were not designed properly, and
mitigating controls were not sufficient to effectively identify misstatements due from
error.

In addition, the City’s independent auditor reported that the City did not have in place a
systematic method for ensuring that timely and complete year-end closing procedures
were in operation before presenting the trial balance to the City’s independent auditors,
resulting a number of journal entries necessary to correct or to reclassify balances in
financial statements that should normally be captured through the closing process.

City of Murrieta

On April 4, 2018, the City’s independent auditor issued a Report on Internal Control
over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards
for the year ended June 30, 2017. The City’s independent auditor identified a material
weakness related to the accuracy and timeliness of Accounting Records and Financial
Reporting. The City’s independent auditor noted the following:

There were certain accounts that had not yet been thoroughly analyzed and reconciled
to the supporting records. This included receivables, revenues, unavailable revenues,
accounts payable, claims liabilities, capital assets and payroll related accruals. In
addition, while performing audit procedures, the City’s independent auditor identified
and proposed several material adjusting journal entries to the City’s accounting records.
Adjusting journal entries were being made as late as March 2018, approximately 9
months after the end of the fiscal year. The City’s independent auditor recognized that
the City had significant staff turnover in the Finance department, which might have
been a contributing factor.
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13.

14.

Lack of Controls over Year-end Closing Procedures

Management is responsible for establishing and maintaining effective internal controls,
including evaluating and monitoring ongoing activities, to help ensure that appropriate
goals and objectives are met; following laws and regulations; and ensuring that
management is reliable and financial information is reliable and properly reported.

San Bernardino County

City of Rialto

We noted that the City of Rialto did not accrue the rideshare incentives expenditures for
the month of June 2017.

Lack of Controls Over Capital Assets

Management is responsible for establishing and maintaining effective internal controls,
including evaluating and monitoring ongoing activities, to help ensure that appropriate
goals and objectives are met; following laws and regulations; and ensuring that
management is reliable and financial information is reliable and properly reported.
Management is also responsible for implementing systems designed to achieve
compliance with applicable laws, regulations, contracts, and grant agreements.

Los Angeles County

City of Lynwood

On July 11, 2018, the City’s independent auditor issued a Report on Internal Control
over Financial Reporting and on Compliance and Other Matters Based on an Audit of
Financial Statements Performed in Accordance with Government Auditing Standards
for the year ended June 30, 2017. The City’s independent auditor reported material
weaknesses in the City’s controls over capital assets. According to the City’s
independent auditor, the City does not have a capital assets list at the department level
and does not perform capital asset count or tag the equipment. Moreover, the City did
not have proper procedures in place to review capital outlay expenditures by each
project which resulted in $3,452,277 prior period adjustments in the construction in
process. In addition, it was noted by the City’s independent auditor that projects
completed and placed in service without proper approval from the City Council or
issuance of notice of completion.
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15.

16.

Lack of Controls Over Receivables and Revenue Recognition

Management is responsible for establishing and maintaining effective internal controls,
including evaluating and monitoring ongoing activities, to help ensure that appropriate
goals and objectives are met; following laws and regulations; and ensuring that
management is reliable and financial information is reliable and properly reported.

Los Angeles County

City of Lynwood

We noted that the City did not accrue the AB 2766 fourth quarter funds distributed by
the SCAQMD and collected within 60 days of the end of fiscal year 2017.

Segregation of Duties Over Check Disbursements

Management is responsible for establishing and maintaining effective internal controls,
including evaluating and monitoring ongoing activities, to help ensure that appropriate
goals and objectives are met; following laws and regulations; and ensuring that
management is reliable and financial information is reliable and properly reported.
Management is also responsible for implementing systems designed to achieve
compliance with applicable laws, regulations, contracts, and grant agreements.

Los Angeles County

City of South EI Monte

On June 8, 2018, the independent auditor of the City of South EI Monte issued a Report
on Internal Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government
Auditing Standards for the year ended June 30, 2017. The independent auditor found
that the accounts payable clerk enters the information for the checks to be paid, prints
and checks, maintains the vendor master file, and files the invoices that are paid. And
there was no independent review of the checks along with supporting documentation,
including the approved invoices.
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17.

18.

Conflict of Interest Code

Los Angeles County

City of Lynwood

On July 11, 2018, City of Lynwood’s independent auditor issued a Report on Internal
Control over Financial Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance with Government Auditing
Standards for the year ended June 30, 2017. The City’s independent auditor reported a
significant deficiency in the City’s Conflict of Interest Code.

According to the City’s independent auditor, the City did not properly re-adopt required
conflict of interest code for the year ended June 30, 2017. In addition, former City
attorney form 700 filed was not available to provide to the City’s independent auditor.

City’s Financial Condition

Los Angeles County

City of Lynwood

On July 11, 2018, City of Lynwood’s independent auditor issued a Report on Internal
Control over Financial Reporting and on Compliance and Other Matters Based on an
Audit of Financial Statements Performed in Accordance with Government Auditing
Standards for the year ended June 30, 2017. The City’s independent auditor reported
material weaknesses in the City’s financial condition.

According to the City’s independent auditor, on July 19, 2016, the Mayor and Common
Council enacted Resolution No. 2016-161 declaring available a fiscal emergency due to
the ongoing structural deficit. The City has used its available General Fund balance to
bridge the structural budget deficit, meaning it would use nearly all General Fund
reserves before the end of fiscal year 2017 and would not have enough revenue to cover
proposed expenditures, maintain current service levels, and meet the City’s reserve
policy. By cutting City staff and services to the bare minimum necessary to preserve the
public health, safety and welfare, and drawing down the General Fund balance, it
prevented the City from running out of money in the General Fund. However, it was
evident that future General Fund revenue is no longer sufficient to maintain minimum
staff and service levels. Accordingly, the City Council of the City unanimously
declared the existence of a fiscal emergency within the City.
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18. City’s Financial Condition

As of June 30, 2017, the City’s governmental activities had an unrestricted net deficit
of $35,212,722. The General Fund had net decrease $1,068,755 before transfers from
other funds. Without administrative support charged to the Water and Sewer Enterprise
Funds, the net decrease before transfers would be $2,187,001. In addition, the City
transferred $800,000 from the Refuse Special Revenue Fund to cover citywide
expenditures and$1,828,837 from the Retirement Special Revenue Fund to cover
CalPERS retirement costs. The General Fund was not able to sustain itself.

The City’s independent auditor also noted that the City does not have an updated cost

allocation plan while General Fund was charging Water and Sewer Enterprise Funds
administrative costs in the amount of $1,118,246.
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ATTACHMENT B

SOUTH COAST AIR QUALITY MANAGEMENT DISTRICT
AIR QUALITY IMPROVEMENT FUND

LIST OF LOCAL GOVERNMENT RECIPIENTS AUDITED
For the Years Ended June 30, 2017 and 2016

City

Type of Audit

Fiscal Year (s)

Los Angeles County

City of Alhambra

City of Artesia

City of Bellflower

City of Cerritos

City of Compton

City of Culver City

City of El Monte

City of Glendale

City of Hawthorne

City of Huntington Park
City of La Habra Heights
City of La Puente

City of Lakewood

City of Lawndale

City of Lomita

City of Long Beach
City of Los Alamitos
City of Lynwood

City of Maywood

City of Monrovia

City of Montebello

City of Monterey Park
City of Redondo Beach
City of San Fernando
City of Signal Hill

City of South El Monte
City of South Gate

City of West Hollywood
City of Westlake Village
County of Los Angeles

Financial & Compliance
Financial & Compliance
Agreed Upon Procedures
Agreed Upon Procedures
Financial & Compliance
Agreed Upon Procedures
Financial & Compliance
Financial & Compliance
Financial & Compliance
Financial & Compliance
Financial & Compliance
Agreed Upon Procedures
Financial & Compliance
Financial & Compliance
Financial & Compliance
Financial & Compliance
Financial & Compliance
Financial & Compliance
Financial & Compliance
Agreed Upon Procedures
Agreed Upon Procedures
Agreed Upon Procedures
Agreed Upon Procedures
Agreed Upon Procedures
Agreed Upon Procedures
Financial & Compliance
Financial & Compliance
Agreed Upon Procedures
Agreed Upon Procedures
Financial & Compliance
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2017 & 2016
2017 & 2016
2017
2016
2017 & 2016
2017
2017 & 2016
2017 & 2016
2017 & 2016
2017 & 2016
2016
2016
2017 & 2016
2017
2017 & 2016
2017 & 2016
2017
2017
2017
2016
2017
2016
2017
2016
2017
2017 & 2016
2017 & 2016
2017
2016
2017 & 2016



31.
32.
33.
34.
35.
36.
37.
38.
39.

40.
41.
42.
43.
44,
45.
46.
47.
48.
49.
50.

51.
52.
53.
54.
55.
56.
S7.
58.

SOUTH COAST AIR QUALITY MANAGEMENT DISTRICT

AIR QUALITY IMPROVEMENT FUND

LIST OF LOCAL GOVERNMENT RECIPIENTS AUDITED

For the Years Ended June 30, 2017 and 2016

City

(Continued)

Type of Audit

ATTACHMENT B

Fiscal Year (s)

Orange County
City of Anaheim
City of Buena Park
City of Brea
City of Laguna Woods
City of Newport Beach
City of Placentia
City of Stanton
City of Tustin
County of Orange

Riverside County
City of Banning
City of Beaumont
City of Coachella
City of Hemet
City of Jurupa Valley
City of Menifee
City of Moreno Valley
City of Murrieta
City of Perris
City of San Jacinto
City of Temecula

San Bernardino County
City of Chino
City of Chino Hills
City of Redlands
City of Rialto
City of San Bernardino
City of Upland
City of Yucaipa
County of San Bernardino County
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Financial & Compliance
Financial & Compliance
Financial & Compliance
Agreed Upon Procedures
Financial & Compliance
Financial & Compliance
Agreed Upon Procedures
Agreed Upon Procedures
Financial & Compliance

Agreed Upon Procedures
Financial & Compliance
Agreed Upon Procedures
Financial & Compliance
Financial & Compliance
Financial & Compliance
Financial & Compliance
Financial & Compliance
Agreed Upon Procedures
Financial & Compliance
Financial & Compliance

Financial & Compliance
Agreed Upon Procedures
Agreed Upon Procedures
Financial & Compliance
Financial & Compliance
Agreed Upon Procedures
Financial & Compliance
Financial & Compliance

2017 & 2016
2017 & 2016
2016
2017
2017 & 2016
2017 & 2016
2016
2017
2017 & 2016

2016
2017 & 2016
2016
2017 & 2016
2016
2017 & 2016
2017 & 2016
2017 & 2016
2017
2016
2017 & 2016

2016
2017
2016
2017
2017 & 2016
2016
2017
2017 & 2016



City Type of Audit Fiscal Year (s)
Consortium
59. Coachella Valley Association of Financial & Compliance 2017 & 2016
Governments
60. Gateway Cities Council of Governments Financial & Compliance 2017 & 2016
61. Western Riverside Council of Financial & Compliance 2017 & 2016

Governments
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U.S. BANK TOWER
633 WEST 5TH STREET, SUITE 3320
LOS ANGELES, CA 90071
(213) 736-6664 TELEPHONE
(213) 736-6692 FAX
www.simpsonandsimpsoncpas.com

SIMPSON & SIMPSON

CERTIFIED PUBLIC ACCOUNTANTS

FOUNDING PARTNERS
BRAINARD C. SIMPSON, CPA
MELBA W. SIMPSON, CPA

Independent Accountant’s Report
on Applying Agreed-Upon Procedures

The Governing Board of
The South Coast Air Quality Management District

We have performed the procedures enumerated below, which were agreed to by the
management of the South Coast Air Quality Management District (South Coast AQMD),
solely to assist you in summarizing instances of noncompliance and internal control
deficiencies and material weaknesses reported in financial statement audit reports and
internal control and compliance reports submitted to the South Coast AQMD by cities and
countries that received automobile registration fee revenues (AB 2766 funds) from the
South Coast AQMD in fiscal years 2015-16 and 2016-17. This report includes instances of
noncompliance with respect to whether AB 2766 funds were spent on activities that reduce
air pollution from motor vehicles pursuant to the California Clean Air Act of 1988 or the
South Coast AQMD’s Air Quality Management Plan (AQMP) prepared pursuant to Article
5 of Chapter 5.5 of Part 3 of the California Health and Safety Code (CHSC). This report
also includes internal control deficiencies and material weaknesses identified in the reports
on internal control.

This agreed-upon procedures engagement was conducted in accordance with attestation
standards established by the American Institute of Certified Public Accountants. The
sufficiency of these procedures is solely the responsibility of those parties specified in this
report. Consequently, we make no representation regarding the sufficiency of the
procedures described below either for the purpose for which this report has been requested,
nor any other purpose.

Our procedures and results are as follows:

We performed a summary review of the audited financial statements and the independent
auditors’ report on compliance and on internal control over compliance required by AB
2766, submitted to South Coast AQMD by the cities and counties that received more than
$100,000 of AB 2766 funds per year (Large Recipients) for fiscal years 2015-16 and 2016-
17 (See Attachment A for list of municipalities). We identified any modifications of the
independent auditors’ opinions on the Large Recipients’ annual financial statements;
instances of noncompliance with the AB 2766 compliance requirements; and deficiencies,
significant deficiencies, and material weaknesses in internal controls over financial
reporting and compliance required by AB 2766, and summarized these instances below.

The CPA. Never Underestimate The Value™



MODIFIED OPINIONS ON THE AUDITED FINANCIAL STATEMENTS

No matters noted.

NONCOMPLIANCE WITH THE AB 2766 COMPLIANCE REQUIREMENTS

No matters noted.

INTERNAL CONTROLS OVER FINANCIAL REPORTING AND COMPLIANCE
REQUIRED BY AB 2766

1. Revenue Recognition (Material Weakness)

Orange County

City of Irvine

Governmental funds are accounted for on the modified accrual basis. As such, revenues
are recognized only when they are measurable and available. For the City of Irvine,
availability is defined as being collected within the current period or within 60 days
after year-end. Those accrued revenues that are not available are recorded on the
balance sheet as a deferred inflow of resources.

For fiscal year 2017, the independent auditors of the City of Irvine noted that the
revenue related to a certain material receivable balance in the City’s Capital Project
Improvement Fund was recorded as both unearned revenue and a deferred inflow of
resources on the balance sheet which resulted in an understatement of fund balance.
The cause for this duplication was an incorrect prior period adjustment made in fiscal
year 2015-16. The City’s independent auditors recommended that a more thorough
review of capital project related reimbursements occur during the year-end closing
process to ensure the accuracy of the revenue recognition related to specific capital
projects.

2. Information Technology Equipment Records (Significant Deficiency)

Orange County

City of Irvine

For fiscal year 2016 , the independent auditors of the City of Irvine noted that there is
a lack of controls related to the maintenance of capital asset records related to
information technology equipment that resulted in the write-off of a significant amount
of fully depreciated capital assets by management during the year. According to the



understanding of the City’s independent auditors, the City contracts with a third-party
vendor to provide information technology services and has been experiencing
difficulties in obtaining proper supporting documentation related to technology
equipment replacements and retirements from the former third-party vendor. Inaccurate
capital asset records related to technology equipment can result in the misstatement of
the machinery and equipment asset classification reported in the financial statements
and, potentially, the misappropriation of City assets. The City’s independent auditors
recommended that the City work with its current third-party vendor to establish
procedures and controls to ensure that an inventory of the City’s technology equipment
is maintained and that adequate supporting records of purchases, dispositions, and
retirements of technology equipment are received in order to accurately report such
equipment for financial reporting purposes.

Construction in Progress (Significant Deficiency)

Orange County

City of Irvine

For fiscal year 2017, the independent auditors of the City of Irvine identified certain
capital improvement projects, where construction was completed and the projects were
placed in service as of the end of the fiscal year; however, the asset values had not been
transferred from the capital asset classification, “Construction in Progress” (CIP), to
the appropriate capital asset category (e.g. infrastructure, improvements, etc.). As a
result, the commencement of depreciation of the capital assets was delayed and the
asset category balances in the capital asset note disclosures as of the end of the fiscal
year were misstated. According to the City’s independent auditors, the City does
perform an annual process in November each year to identify completed capital
projects and has the City Council formally accept the projects as being complete. It is
at this time that City adjusts the related CIP balances. Unfortunately, this practice can
cause timing issues with generally accepted accounting principles. An important part
of financial reporting is ensuring the accuracy of capital asset classifications and
appropriately estimating the use of those capital assets in the form of depreciation
expense. As these projects are completed and placed in service, the assets should be
transferred to the appropriate capital asset category and depreciation of the capital
assets should commence pursuant to the City’s depreciation policy. The City’s
independent auditors recommended that the City consider moving the timing of their
annual analysis process for formally accepting the completion of capital projects to July
or August so that it can coincide with the year-end financial closing process to ensure
that accounting for the completed capital projects is done in accordance with generally
accepted accounting principles.
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4. Contributed Capital Assets (Significant Deficiency)

Orange County

City of Irvine

For fiscal year 2017, the independent auditors of the City of Irvine noted that two
current year additions to the capital asset classification, Land, should have been
recorded in prior years. These two additions represented the second and third
installments relate to a long-term existing agreement whereby the third party was
obligated to contribute land to the City for affordable housing. The Fiscal Services
Division only identified the existence of this unrecorded land as a result of monitoring
the minutes of recent council meetings in which discussions occurred about transferring
this contributed land to the Irvine Community Land Trust. The City’s independent
auditors recommended that the City departments responsible for monitoring activity
related to multi-year agreements affecting City assets and obligations such as the one
identified above, improve their communications with the Fiscal Services Division to
ensure the timely and accurate recording of events involving the multi-year agreements.

5. Classification of AQMD Expenditures (Significant Deficiency)

Riverside County

City of Jurupa Valley

For fiscal year 2017, the independent auditors of the City of Jurupa Valley noted that
the City classified $9,829 of expenditures within the AQMD fund, however these were
not allowable AQMD expenditures. As a result, an adjustment was posted during the
audit to reclassify these expenditures to other funds. This represented approximately
7.5% of total AQMD fund expenditures prior to the adjustment. The City’s independent
auditors recommended that the City develop procedures to review the AQMD
expenditures for proper eligibility as part of the recording of the transactions, as well
as review during reporting and closing process, to ensure only eligible costs are
reported within the fund.

We were not engaged to and did not conduct an examination or review, the objective of
which would be the expression of an opinion on the South Coast AQMD’s compliance
with the California Clean Air Act of 1988 or the South Coast AQMD’s Air Quality
Management Plan (AQMP) prepared pursuant to Article 5 of Chapter 5.5 of Part 3 of the
California Health and Safety Code (CHSC). Accordingly, we do not express such an
opinion. Had we performed additional procedures, other matters might have come to our
attention that would have been reported to you.



This report is intended solely for the information and use of the governing board and
management of the South Coast AQMD, and is not intended to be and should not be used
by anyone other than these specified parties.

Wf#ﬁﬂ%ﬁ:

Los Angeles, California
February 6, 2020
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15.
16.
17.
18.
19.
20.
21.
22.
23.
24,

25.
26.
217.
28.
29.

30.
31.
32.
33.

SOUTH COAST AIR QUALITY MANAGEMENT DISTRICT

AIR QUALITY IMPROVEMENT FUND

List of Local Government Large Recipients
For the Years Ended June 30, 2017 and 2016

Local Government

Los Angeles County

Burbank
Carson
Downey
Inglewood
Los Angeles
Norwalk
Pasadena
Pomona
Santa Clarita
Santa Monica
Torrance
West Covina
Whittier

Orange County
Costa Mesa
Fullerton
Garden Grove
Huntington Beach
Irvine
Lake Forest
Mission Viejo
Orange
Santa Ana
Tustin
Westminster

Riverside County
Corona
County of Riverside
Indio
Jurupa Valley
Riverside

San Bernardino County

Chino

Fontana

Ontario

Rancho Cucamonga

Fiscal Year(s)

2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016

2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016
2017 and 2016

2017 and 2016
2017 and 2016
2017 and 2016
2017
2017 and 2016

2017
2017 and 2016
2017 and 2016
2017 and 2016
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SOUTH COAST AIR QUALITY MANAGEMENT DISTRICT
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U.S. BANK TOWER
633 WEST 5TH STREET, SUITE 3320
LOS ANGELES, CA 90071
(213) 736-6664 TELEPHONE
(213) 736-6692 FAX
www.simpsonandsimpsoncpas.com

SIMPSON & SIMPSON

CERTIFIED PUBLIC ACCOUNTANTS

FOUNDING PARTNERS
BRAINARD C. SIMPSON, CPA
MELBA W. SIMPSON, CPA

Independent Accountant’s Report
On Applying Agreed-Upon Procedures

The Governing Board of
The South Coast Air Quality Management District

We have performed the procedures enumerated below to the financials and other records
of the South Coast Air Quality Management District (South Coast AQMD), which were
agreed to by the management of the South Coast AQMD, solely to assist you in
determining whether automobile registration fee revenues (AB 2766 funds) distributed to
the Mobile Source Air Pollution Reduction Review Committee (MSRC) during fiscal years
2015-16 and 2016-17 were spent on the reduction of air pollution from motor vehicles
pursuant to the California Clean Air Act of 1988 or the South Coast AQMD’s Air Quality
Management Plan (AQMP) prepared pursuant to Article 5 of Chapter 5.5 of Part 3 of the
California Health and Safety Code (CHSC). The South Coast AQMD’s management is
responsible for use of AB 2766 funds in accordance with the citied criteria. This agreed-
upon procedures engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants. The sufficiency of
these procedures is solely the responsibility of those parties specified in this report.
Consequently, we make no representation regarding the sufficiency of the procedures
described below either for the purpose for which this report has been requested or any other
purpose.

Our procedures and results are as follows.

1. We reviewed the list of the MSRC members to verify that, in accordance with CHSC 44244(a),
the Committee consists of a representative from each of the specified agencies.

Result

We noted no e