Governing Board Retreat Minutes

August 19-20, 2004

Dr. William Burke welcomed everyone to the Board Retreat.  Attendees were Chairman Burke, Vice Chair Roy Wilson, Members Jane Carney, Jan Perry, Jim Silva, Cynthia Verdugo Peralta, and Dennis Yates.  Meeting began at 1:11 p.m.

1.
Upcoming Attainment Challenges – PM2.5, 8-Hour Ozone Standards

Dr. Elaine Chang, DEO/Planning, Rule Development & Area Sources, explained that the air quality statistics for the ozone season to date has been significantly better than last year primarily due to the weather.  U.S. EPA’s attainment deadline for the 8-hour ozone standard is 2021.  Elaine summarized the planning requirements and associated schedule for the new standards.  Dr. Barry Wallerstein, Executive Officer, stated with the new standards, it will take 20-25 years for the agency to get into the maintenance mode.

2.
Weekday/Weekend Effect

Joe Cassmassi, Senior Meteorologist, reported on the weekend effect where higher ozone is observed on the weekends, with Sunday typically being the worst day; while all monitoring sites show lower ozone over the years, weekend days have improved at a slower rate compared to weekdays.  Historically, the weekend effect was first observed in the 1970s but was reduced in the 1980s before re-emerging in the 1990s.  Joe stated that currently 65% of all exceedances of the 1-hour standard occur on weekends.  Dr. Wallerstein added that there is clearly a role of NOx and VOC interaction and how it relates to fewer trucks on the roads.  Joe's presentation focused on the potential impact of shifting truck traffic from weekdays to weekends or week nights.  A survey of experts was conducted to assess their opinion and the main point of consensus was that shifting trucks to weekend would help mitigate the weekend effect; however, the benefits of changing the emissions pattern were not clear for weekdays.  Also, shifting truck traffic to nights would most likely cause air quality to degrade during nighttime hours.


Councilman Yates asked what would be in the impact on PM10 by shifting trucks to weekend, and Joe answered that particulate levels would rise while ozone would improve.  Mr. Yates asked if particulate traps helped ozone, and Dr. Wallerstein answered that computer modeling assists in determining how much NOx control is needed for particulate standards or how much VOC control to meet ozone standards.


Joe explained that on weekends when there is a reduction of NOx, and that allows VOC to react quickly to form ozone earlier in the day at higher concentrations.  Jane Carney asked what causes VOC to rise on the weekends, and Joe answered on- and off-road activities and pleasure crafts cause the increase.  Ms. Carney asked what was the cause of higher VOC and lower NOx, and Dr. Wallerstein replied that gasoline engines emit higher VOC, where diesel engines produce higher NOx emissions.  

Break 2:06 – 2:31 p.m.


Elaine requested the Board’s guidance on the Mobile Source issues (on-road vehicles, off-road /indirect sources).  As background information, she summarized the regulatory actions currently underway by CARB and U.S. EPA.  Dr. Wallerstein mentioned that AQMD could be heavily involved in taking actions and implementing these rules for high emitters for passenger and heavy-duty vehicles.

3.
Report & Discussion Regarding Current and Potential Actions to Reduce Mobile Source Emissions

Dean Saito, Planning and Rules Manager in Technology Advancement Office, reported that a Remote Sensing Program can effectively target 10% of the fleets responsible for 50% of the emissions.  In other words, a program could target the dirtiest of dirty passenger and medium-duty vehicles.  A Remote Sensing Program measures the tailpipe emissions of the vehicles along with a camera that identifies the license plate with a follow-up letter sent to the owner requesting they have their vehicle tested as a higher emitter.


Councilwoman Perry requested the Los Angeles Harbor area be considered as being the first area to expedite this program.  Dr. Wallerstein mentioned that Governor Schwarzenegger has placed additional money in the Bureau of Automotive Repair budget to facilitate this program, but the Board has the potential to implement the program.  Dr. Burke recommended staff obtain revenue beyond AQMD’s administrative cost of conducting this program.  Dean reported that current law does allow for a Remote Sensing Program to be incorporated into the existing smog check program.  Dean stated that the states of Colorado and Texas have implemented a high emitter and repair assistance program, which has generated 1.5 million records from the study showing 10% of the vehicles are high emitters.  Dean said a similar program in the South Coast Air Basin could cost $2.5 million to collect 1.5 million records.  Dr. Burke recommended a pilot program be implemented in the South Coast Air Basin.  He continued that the pilot program should include commercial vehicles, which is an environmental justice issue, and included language to address individuals who requires assistance and those who can afford to pay.  Mr. Yates commented that the majority of older vehicles are owned by people of lesser means.  Supervisor Silva recommended the program be voluntary.  Dr. Wallerstein stated there may be a funding opportunity within the next 12-18 months to work with Sacramento to move this item forward as the Board has recommended.


Dr. Burke mentioned this may be an opportunity to obtain statutory authorization and funding for mobile sources because the Governor has placed $61 million in the State’s Carl Moyer program to replace dirty diesel engines, but the money is not to be used for staffing.


Peter Greenwald, Senior Policy Advisor, reported that EPA has commenced a rulemaking process that may result in more stringent federal emissions standards for locomotives and marine vessels.  Regarding train idling, a pilot program in the Central Valley has shown that anti-idling equipment, which shuts down locomotives after a certain amount of idling time, reduced idling by 2,000 hours per year per locomotive.  The fuel cost savings result in a payback period for the anti-idling equipment of 3 years or less.  Reducing idling presents an opportunity to create real benefits for residents living near railroads.  Board feedback was requested on a proposal to seek to minimize idling and to disseminate information to residents and hold public hearings regarding this issue.  Ms. Verdugo-Peralta asked if the PUC was contacted regarding train idling because they have information that can be used by AQMD.  Ms. Perry commented that the Slauson train line is 20 feet behind residents’ homes.  When the train is crossing, individuals park in a line for up to 20 minutes to cross the railroad tracks.  Dr. Burke recommended AQMD move forward on this project.


Peter described another proposed strategy under which the AQMD would require rail yards, ports, and other facilities with diesel emissions to inventory emissions of toxic air contaminants and notify the public regarding any significant health risks.  Phase two could potentially involve rulemaking to seek emission reductions, subject to any federal preemptions of district authority.  Dr. Burke stated there is a consensus of the Board to pursue this issue.  


Peter also described other options to address mobile source emissions, including controlling sources such as ports, which attract mobile sources, through indirect source authority.  One means to achieve emission reductions at ports, providing power hookups for marine vessels, could cost $250,000 to modify each vessel, and $3-5 million for on-shore equipment.  With EPA approval, allowing emission reduction credits for some emission reductions may help initially fund a portion of such activities.  Another option to address indirect sources could be to establish a CEQA mitigation fund, under which proponents of projects with significant unmitigated air quality impacts could pay into a fund that would be used to generate mitigating emissions reductions.  


Day 1 ended at 3:46 p.m.

August 20, 2004
Attendees were Vice Chair Roy Wilson and Members William Craycraft, Beatrice LaPisto-Kirtley, Jim Silva, Cynthia Verdugo-Peralta, and Dennis Yates.  The meeting began at 9:11 a.m.

5.
Discussion Regarding Allocation of Resources to Discretionary Program Areas (Increase/Reduce/Remain Constant)


Chief Financial Officer Rick Pearce reported that the Budget Board letter adopted at this year’s hearing directed staff to review the agency's program activities with stakeholders to identify discretionary programs which could be enhanced, maintained, scaled back or eliminated.  Each year the Board adopts a work program, which includes over 330 separate work program which are used to allocate cost to agency programs.  The first stakeholders meeting will be held soon to identify discretionary program activities.  This working group includes members of the Budget Advisory Group and members recommended by Board members.  Dr. Wallerstein commented that the group consists of business, community, environmental, business owners, trade associations, and staff who have interacted with the budget and planning.  Mr. Yates suggested an outside expert, not associated with AQMD, be appointed to the working group who may have an unbiased perspective.


Dr. Wallerstein mentioned Gary Burton, former AQMD CFO and retired CFO from Orange County and OCTA, be the expert consultant due to his excellent credentials to provide frank insight to the shareholders and the Board.  Supervisor Silva agreed that Gary would be an asset to this working group.  

4.
Discuss Federal and State Legislative Objectives for CY 2005

Oscar Abarca, Assistant DEO/Public Affairs, reported that the Board’s highest priority two years ago was to ensure the reauthorization of the Clean Fuel Program, which was due to expire.  With the assistance of AQMD Sacramento legislative consultant, former Senator Richard Polanco, AQMD was able to secure $60 million, over a five-year period, for AQMD's Clean Fuels Program.  The Board's top legislative priority this year was to secure stable and long-term funding for the Carl Moyer Program.  Dr. Wallerstein commented that AQMD, in partnership with the business community, CCEEB, California Chamber of Commerce, Secretary of Cal-EPA, and the Governor's office initiated and developed legislation to appropriate over $1 billion over a 10-year period to continue and expand the Carol Moyer Program.  


Oscar stated that Martha Escutia, at AQMD's request, authored a bill that would give AQMD authority to levy mitigation fees on locomotives.  Mr. Yates stated that this bill is a high priority in San Bernardino County, especially in the Colton area, and he is supporting this bill 100%.  


Oscar presented the following set of new legislative proposals for the upcoming state and federal legislative year:
State
●
Large Emission Reduction Program (LERP)

-
Fee on fuel

-
Regulatory flexibility

●
Continue to pursue locomotive-related legislation;

●
Secure authority/funding for remote sensing/monitoring and repair of high polluting vehicles;

●
Coordinate efforts to ensure out-of-state trucks meet federal emission standards;

●
Conduct polling of focus groups – to assess AQMD funding sources; and,

●
Governor's California Performance Review.

New Legislation (Federal)
●
Congestion Mitigation and Air Quality Improvement Program (CMAQ):

●
Early Introduction of 0.2 Standard NOx Engines; and,

●
Secure Fair Share funding for California.

Long-Term Federal Concept Include:

●
Require EPA to adopt standards based on BACT for marine vessels/trains/airports;

●
Seek foreign marine vessel emission limit;

●
Require EPA to require retrofit controls for locomotives; and

●
Form AQMD Task Force on Funding for H2 Projects.

Dr. Wallerstein stated these bills are of national importance to the air districts, local government, transit authorities, transportation agencies, and the State.  Technology vendors could benefit from funding provided by these bills.  Oscar requested the Board’s approval to seek authorization to pursue staff recommendations.  Mr. Yates asked if AQMD is working with state and federal agencies regarding NOx engines, or with the California Trucking Association or American Trucking Association regarding this issue.  Oscar replied that the Board’s approval is being sought prior to initiating discussions with outside shareholders groups.  Mr. Yates recommended that the trucking industry would like to have parity across the United States, especially regarding the fuels being used.  He stated he is available to assist coordinating these efforts with the trucking industry.  


Dr. Wallerstein stated that the federal government and the State of California are moving toward a lower-sulfur diesel which is 15 ppm.  The Trucking Association objects to the current aromatic requirement of diesel fuel.  


Ms La Pisto-Kirtley asked if anything was being done with trucks coming in from other countries that do not have similar standards as California and if there is a solution to this problem.  Oscar replied that Assemblywoman Pavley introduced legislation requiring foreign domiciled trucks to meet federal standards when operating in California.  Staff is prepared to communicate the Board's concerns on this issue to the state and federal governments.  Ms. LaPisto-Kirtley requested, and the Board concurred, to include this issue in AQMD's federal and state legislative agenda.  Dr. Wallerstein stated that the Board has adopted a support position for the Pavley bill.  He stated that in view of the number of marine vessels increasing, and the increasing number of trucks from Mexico not meeting federal standards, staff, at the direction of the Board, will continue to watch the development of this issue.  

Oscar suggested the Board continue their active involvement with staff's legislative efforts, which may require travel to Washington DC or Sacramento to provide testimony on key events.  Ms. Perry suggested that staff communicate with community-based organizations and expand outreach and education.  The Board approved staff's recommendation to pursue the legislative agenda items for 2004-05 State and federal legislation.

Break 10:18 – 10:37 a.m.

6.
Discussion Regarding Potential Revenue Sources (continued)

Peter stated that, during a discussion at a board budget workshop, some members requested information regarding AQMD authority to seek funding from counties.  Section 40520 of the Health & Safety Code reads “ Upon adoption of its budget for the next fiscal year, the south coast district board shall apportion the amount that each county included within the south coast district shall pay to finance the operation of the south coast district in that fiscal year.”  Peter remarked that AQMD was formed in 1977 by the Lewis Act which authorized funding derived from permit fees and apportionment to the counties.  AQMD has not, however, apportioned to the counties since 1978.  Apportionment ended after passage of Proposition 13.  Section 40520 remains on the books and apportionment to the counties may still be authorized.   Section 40521 reads “For each fiscal year, the percentage increase in the country apportionments by the south coast district board may not exceed the percentage increase in the California Consumer Price Index . . . or the percentage increase in the total county property tax revenues . . . whichever is greater.”  The apportionment to counties in 1978 was for an amount of $4,390,302, which increased by CPI would currently be $13.9 million.  Bay Area AQMD has authority to apportion to the counties, but the amount apportioned is added to the residents’ property tax.  State law applicable to the SCAQMD does not have this type of mechanism.  The question of how counties could raise additional funds could be further discussed with outside counsel who is an expert in public financing, with the Board’s direction.  Supervisor Wilson stated that Proposition 13 can limit what is charged and requires a 2/3 vote to get the special fees passed which is problematic at election time.  


Mr. Silva stated that he did not feel this type of additional revenue would be passed by residents.  Ms. Verdugo-Peralta suggested assessing a fee of $.88 per capita or a voluntary amount in order to continue being the lead of all air districts in the areas of science and new technology.  This would alleviate the burden of small businesses and would benefit health care and services in the counties.  


Ms. LaPisto-Kirtley stated that people would be happy to assist in this way, but possibly on a voluntary basis, next year.  Councilman Craycraft explained that Orange County was able to increase the fees for vector control by $5.50 per household by placing it on the ballot, which passed by 67%.  He suggested pursuing this mechanism because clean air affects more people.  Peter stated that legislation is needed to have authorization for assessments.  Dr. Wallerstein commented that clean air increases property value and has health benefits.  Ms. LaPisto-Kirtley stated that if it was explained on the ballot what the initiative or ballot for $4 per household was for, people would vote on it.  Peter stated that outside counsel has mentioned that there are big hurdles to go through this type of effort.  Mr. Wilson suggested getting approval through a sales tax type of authorization rather than going through the infrastructure of Property 13.  Peter stated that additional analysis and possibilities can be obtained.  Ms. LaPisto-Kirtley asked what specific programs would use this money.   Dr. Wallerstein suggested shifting the funding burden to the general population to provide adequate services to address the PM2.5 and the 8-hour ozone issues since most emissions come from mobile sources and consumer products.  

Mr. Silva commented that this type of issue was discussed at the Orange County Sanitation District Board meeting, but he is concerned the population will get tired of being taxed again.  Dr. Wallerstein explained that if something is not done, that downsizing at the agency may have to occur.  He continued that it is important to take the initiative and look at non-mandatory items to better stabilize the agency’s budget, but the public has a right to clean air.  It is also important to continue emission reductions, but it is now difficult because of what AQMD has historically achieved.  Mr. Craycraft asked if staff has looked at any focused groups because there are huge resources among staff, fellow Board members, and public policy experience.  He suggested everyone explore ideas to obtain additional revenues and discuss the options up front.  Mr. Silva and Mr. Craycraft suggested seeking dialogue with the California Congressional delegation to obtain additional revenues because they have a big voice in national government agendas.  

Mr. Craycraft stated that San Francisco’s dry cleaners permit fees are $450, but AQMD is under that amount.  He suggested that AQMD get in line with what other districts charge, but not put businesses out of business.  Ms. Perry suggested conducting a poll first to get a good foundation to make a knowledgeable decision.  Ms. Verdugo-Peralta stated that AQMD is burdened, but requires more inspectors to monitor facilities because South Coast has the worst air in the nation.  She would support increasing the revenue, as did Ms. LaPisto-Kirtley and Ms. Perry.  Ms. LaPisto-Kirtley suggested also informing the population about what the increased revenue will be spent on -- to clean the air.  

Mr. Yates stated he would not support tax or fee increases as he would rather see AQMD cut expenses to balance its budget which would then allow people to trust AQMD to clean the air.  Mr. Wilson stated he feels there will be another revolt to mandate clean air because people in the basin are tired of dirty air and he supports the responsible efforts of the agency to do its job.  Dr. Wallerstein stated that the Board wants a premier operation to clean the air, but on the other hand, there are higher costs of operation and retirement costs.  Ms. LaPisto-Kirtley recommended staff go forward with a poll and to think this process through carefully, and Mr. Wilson stated the agency should prioritize their efforts and seek shareholders’ assistance in how to increase revenues.  Mr. Craycraft added that the data should be prepared in a simplified manner for the public to understand and explain how the money will be managed.  

Other Business
Ms. LaPisto-Kirtley made a motion to hold the next retreat on one day only.  Mr. Craycraft and Ms. Perry seconded the motion.  Mr. Craycraft suggested a full-day program with an informal workshop the day before to exchange ideas, possibly over dinner.  

Public Comment Period
Ron Wilkness, representing WSPA, thanked the Board for the opportunity to attend.

Dr. Wallerstein recognized Chery Cooper for coordinating the Board Retreat.
Meeting ended at 11:40 a.m.

