AGENDA: 6

Amendments to
Regulation 3, Fees

Finance and Administration Committee Meeting
April 17, 2024

Fred Tanaka
Manager, Engineering Division
ftanaka@baagmd.gov
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Presentation Outcome

Update the Finance & Administration Committee on proposed
Regulation 3 (Fees) Amendments for Fiscal Year Ending (FYE) 2025.
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Presentation Outline

« Summary of Proposed Fee Amendments

e Additional Details Requested from the March 20 Finance and
Administration Committee Meeting

o Cost Recovery Strategy & History
e Metrics and Comparisons

e Rule Development Schedule
e Questions
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Requested Action

This Is an action item for the Finance and Administration
Committee to consider recommending that the Board of

Directors adopt the proposed Regulation 3 amendments
for Fiscal Year Ending 2025.
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Summary of Proposed Changes to Fee
Schedules

Schedule T was previously proposed for a 3.3% increase, but staff is currently recommending no increase.

Revenue from Fee
Schedule

100 to <110% of costs 3.3% increase™ D, |, M**

A, B, E, F G1,G2,G3,G4,G5,H, K, P,
S, V (Marsh Management only), W

Change in Fees Fee Schedules

Less than 100% of costs 15% increase

* The annual Consumer Price Index for Bay Area Urban Wage Earners and Clerical Workers (CPI-W) increase.
** Schedule M is not evaluated for cost recovery, but the proposed increase is based as a general fee.
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Other Proposed Amendments

Summary of other proposed amendments:

* Increase administrative fees by 3.3%.

* Delete Section 320.1, Section 322 and Schedule Q.

« Clarify language in Sections 304.2, 327, 327.5.

* Align Risk Assessment fees in Schedule C and D.A.

« Clarify alteration application fees for sources subject to G-3, G-4 and G-5.
« Clarify applicability in Schedule H.
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Cost Recovery Strategy:
Fee-Recoverable Work

Covered by Regulation 3 Fees Not Covered by Regulation 3 Fees

e Permitting programs  AB617 Community Engagement & Outreach

* Notification programs (asbestos, open burn) * Ambient Air Monitoring

« Compliance assistance/enforcement of permitted » Climate change work for non-permitted sources
and registered facilities  Communications

» Source Testing at permitted facilities * Mobile sources

* Rule development for regulated industries * Planning

« Emissions inventory from regulated industries * Rule development for non-permitted sources

e Other (e.g., Regulation 11-18 Health Risk « Strategic Incentives — “Grants” (e.g., wood-burning
Assessments) device replacement, Carl Moyer Program, vehicle

buy-back)

» This list is not inclusive.
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Cost Recovery Strategy:
History of Studies and Recommendations

e 2010: Guidance and opportunities for cost recovery & cost allocation

— Cost Recovery Policy adopted March 2012 with overall recovery goal of at
least 85%

o 2017: Update to the previous cost recovery study
— Report finalized in February 2018
o 2021: Update to the previous cost recovery study with Board request
for options to achieving a goal of 100% cost recovery.
— Report finalized in April 2022
— Cost Recovery and Containment Policy adopted in December 2022
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Cost Recovery Strategy:
Overall Cost Recovery Trends

FYE | FYE | FYE | FYE | FYE | FYE | FYE | FYE | FYE | FYE | FYE | FYE | FYE | FYE
2010 | 2011 | 2012 | 2013 | 2014 | 2015 | 2016 | 2017 | 2018 | 2019 | 2020 | 2021 | 2022 | 2023

By Year 63.8% 66.9% 76.1% 80.2% 79.5% 83.1% 81.4% 81.2% 83.0% 84.7% 83.2% 83.8% 85.9% 92.3%

3-Year

Average 68.8% 73.6% 78.7% 80.8% 81.4% 82.2% 81.9% 83.0% 83.6% 83.5% 84.3% 87.4%

» Other funding sources have historically been used to close the cost recovery gap.
« FYE 2023 cost recovery rate has been updated since the March 20 presentation.
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Cost Recovery Strategy:
History

Revenue from Fee FYE 2019 & | FYE 2021
Schedule FYE 2018 2020 (Covid) FYE 2022 | FYE2023 | FYE 2024

110% or more of costs

100 to <110% of costs - - - -
95 to < 100% of costs CPI-W CPI-W - CPI-W
85 to < 95% of costs +7% +7% - +7%
75 to < 85% of costs +8% +8% - +8%
50 to < 75% of costs +9% +9% - +9%

Less than 50% of costs +9% +15% - +15%
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April 17, 2024 Bay Area Air Quality Management District

+15%
+15%
+15%
+15%
+15%
+15%

CPI-W
+15%
+15%
+15%
+15%
+15%
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Cost Recovery Strategy:
Small Business Fee Considerations

« Facility Size

— Total fees paid influenced by number/size of equipment/sources and their
throughput/capacity.

— Small businesses typically pay little or no emission-based fees.
 Schedule R: Equipment Registration Fees

— Examples: Dry cleaning machines, small combustion, mobile refinishing, small graphic arts
operations

— No fee increase in 6 years
« Other considerations
— Covid Relief of renewal late fees
— Discount if registered mobile refinishing operators took the industry compliance school
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Metrics and Comparisons:
Case Study of Cost Recovery Trends

Examples of Fee Schedules with different trends.

3-Year Average Cost Recovery

Gas Dispensing Facilities, Bulk
Plants & Bulk Terminals

78% 79% 9%
729% -, 2% Solvent .
64% 65% Q Evaporating
Sources
Solid Waste
Disposal
Sites
\
FYE2013 FYE2014 FYE2015 FYE2016 FYE2017 FYE2018 FYE2019 FYE2020 FYE2021 FYE2022 FYE2023
e=@==Schedule D ==@==Schedule E Schedule K
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Metrics and Comparisons:
Comparison with Other Air Districts

Different Air Districts have different permitting requirements/rules, funding sources,
and policies.

 What requires a permit, registration, or neither?
 How is the fee rule structured?
« \What other revenue sources can support fee-based programs?

Therefore, the following comparisons are not precise, but consider
— Number of sources and operations
— Throughput/capacity
— Emissions are assumed to be equivalent.
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Metrics and Comparisons:
Small Facilities

* Single device/operation comparisons
e Minimum fees where applicable

Small Facility Comparison of Renewal Fees (FYE 2023)

$2,500
$2,000
$1,500
$1,000
No fee
$500 /
» ]
Dry Cleaner Auto Body Degreaser Diesel Engine Small GDF Boiler (38.5M Boiler (5M BTU) Boiler (1M BTU)
BTU)
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Metrics and Comparisons:
Medium Facilities

Medium Facility Comparison of Renewal Fees (FYE 2023)

$30,000

$25,000

$20,000

$15,000

$10,000

$5,000

SO
Coffee - medium Large GDF
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Printer - 3 Presses Semiconductor Fab Bulk Loading Landfill
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m BAAQMD Fees
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Metrics and Comparisons:
Refineries

Refinery facilities across the state differ in size and operations.

South Coast AQMD charges fees for source test work, fenceline and community
monitoring, and ‘Toxic Hot Spots’ program separately.

In FYE 2022 for all refineries, the fees were:

Range of Permit Renewal Fees # of Refineries

BAAQMD $1.6M to $5.7M 5
SCAQMD $1.5M to S$4.6M 7
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Metrics and Comparisons:

Schedule F

Devices/Operations Types * Unless a source is designated a fee

Combustion, other

Fugitives

Chemical Process

Food and Agriculture Process
Metallurgical Process

Mineral Process

Miscellaneous Process
Petroleum Process

Organic Liquid Loading Operation
Soil/Groundwater Remediation
Waste Water Treatment

Finance and Administration Committee Meeting
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schedule, it is assigned to Schedule F.

iz  For FYE2008, composting operations
were moved to Schedule G1.
Z;  For FYE2024, metal shredding was
moved to Schedule G2 or G3 based
121 on size.
1,243 . Staff will track these source types and,
778 if warranted, propose reassigning
77 them to a different fee schedule.
7
82
314
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Budget and Rule Development Schedule

pescrgion | ome

Public workshop for Regulation 3 amendments February 15, 2024
Written workshop comments on Regulation 3 due March 18, 2024
Finance and Administration Committee briefing March 20, 2024
Finance and Administration Committee briefing April 17, 2024
First public hearing on budget & Regulation 3 to receive testimony May 1, 2024
Written public hearing comments on Regulation 3 due May 17, 2024
Second public hearing on budget and Regulation 3 to consider adoption June 5, 2024
Budget and fee amendments effective, if adopted July 1, 2024
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Feedback Requested/Prompt

Request the Committee consider recommending that the Board
of Directors adopt the proposed Regulation 3 amendments for

Fiscal Year Ending 2025.
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AGENDA: 7

Continuation of Air District’s
Proposed Budget for Fiscal
Year 2024-2025

Finance and Administration Committee Meeting
April 17, 2024

Stephanie Osaze
Director of Finance
sosaze@baagmd.org




Presentation Outcome

The Committee will continue discussion from the March 20, 2024,
meeting on the Fiscal Year (FY) 2024-2025 Proposed Budget and
will consider recommending to the Board of Directors for adoption.
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Presentation Outline

= Summary of FY 2025 Proposed Budget

= Additional Budget information
= Reserves

»= General Fund Summary
* Pension/OPEB Policy

* Recommendation
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Fiscal Year 2024-2025 Proposed
Budget Summary

$ 291 M Consolidated Budget, includes $154 M General Fund Budget
$9.7M Use of Reserves includes:
» $6.8 M for one-time services and capital costs

> $2.9 M as initial staffing investment to support 19 Full-Time Equivalent
(FTE), additional $1 M from penalty assessment

Continuation of Cost Recovery Policy (up to 15% where applicable)
4.5% General Wage Adjustment

7% Vacancy Savings

Allocate $5 M to the Pension 115 Trust

Authorize transfers from the Limited-Term Contract Employee (LTCE) Staffing
reserve designation to fill limited-term positions
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Air District’s General Fund Reserves:
Actual vs. Minimum Policy Requirement

m Reserves Policy (% of Budget)
$100 $94
$90 $85 > !n 2016, Reserve Policy
% increased from 15% to 20%
¥ of the General Fund Budget
$70 $64
, $60 > Proposed revision to Reserve
£ $50 a1 6 Policy (25% - 35%) was
Sg40 ¥ 531 recommended by the
$30 $26 $26 Committee for Board of
$19 $20 $2I : ) | h
$20 $15 $16 Director’s approval on Marc
$10 $8 $9 $10$9 $9 $I0 20, 2024
$

2007 2009 2011 2013 2015 2017 2019 2021 2023 2024
Fiscal Year Ending
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2025 General Fund Reserve Designations

20% Current 25% Proposed
General Fund Reserves (In Millions) Reserve Policy Reserve Policy
Projected Reserves Balance (June 30, 2024) 84.6 84.6
Economic Contingency Designations™: > If Proposed
AB617 Staffing Contingency 9 9 Reserve PO||Cy 1S
Reserve Policy (% of Budget) 29 36
Litigation Support Contingency 2 2 adopted by the
40 a7 Board, the Reserve
Long -Term Commitment Designations®: . .
Community Benefits 3 3 PO“Cy INCréases
Limited Term Contract Employee (LTCE) Staffing 1.8 1.8 from 20% '[O 25%
Schedule X 6.1 6.1
of the GF Budget.
Technology Implementation Office 2.8 2.8 g
13.7 13.7
Other Designations *
Incident Monitoring Program 1 1 > The propos_ed
Richmond Improvements (HQE) 1 1 reserve pO“Cy
Wildfire Mitigation 1 1 amount increases
Woodsmoke Program (SID) 0.5 0.5
35 35 from $29M to
Use of Reserves to Balance the FY 2025 Budget: $36M ]
Short-Term Staffing Investment 2.9 2.9
One-time capital & service costs 6.8 6.8
9.7 9.7
*Designations are subject to change
AVAILABLE GENERAL FUND RESERVES 17.7 10.7 at Board'’s discretion.

Finance and Administration Committee Meeting
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Proposed General Fund Budget By Type
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Medical Retiree Plan Funding Status and

Medical Retirement (OPEB):

= Obligation: $79 M
= Funded: $73 M
=  Unfunded: $6M

Funding Policy: 90% Funded Level

= Current Funding Level at 92%*

= Redirect $4 M Annual
Discretionary Funding to
CalPERS Pension after reaching
target funding level

IN MILLIONS

$80
$70
$60
$50
$40
$30
$20
$10

$0

-$10

Policy

MEDICAL FUNDED STATUS

B Unfunded Liability ™ Funded Percent Funded

2008 2010 2011

2013 2015 2017 2019 2021
FISCALYEAR ENDING

* Actuarial valuation funded status decreased from 103% funded in 2021 to 92% in 2023

Finance and Administration Committee Meeting
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Pension Plan Funding Status and Policy

CalPERS Retirement (Pension): CALPERS UNFUNDED STATUS
. Ob“gatlon $401 M B Unfunded liability @™ Funded ® Percent Funded
= [Funded: $288 M $450
=  Unfunded: $113 M 6400 <A\
= Prefund Trust: $11M el

$350 &
Funding Policy: 90% Funded Level 5300 gE "\ Y A

5 $250 \
= Current Funding Level at 74%** = $200
= $1 M Annual Discretionary Funding sis0
= $4 M Redirect Discretionary
Funding from OPEB #1009

$50
Recommendation: Allocate $5 M to $
Pl‘efund the PenSion 115 TrUSt 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

** Includes investment in California Employers’ Pension Prefunding Trust (CEPPT)

Finance and Administration Committee Meeting _ _ o
April 17, 2024 Bay Area Air Quality Management District



Recommendation

The Executive Officer/APCO requests that the Finance and
Administration Committee recommend that the Board of
Directors:

1. Conduct public hearings on the FY 2024-2025 Proposed
Budget; and

2. Adopt the FY 2024-2025 Proposed Budget and staffing
recommendations; and
3. Allocate $5 million to the California Employers Pension

Prefunding Trust (CEPPT) for pension prefunding purposes.
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AGENDA: 8

Approval of a Contract for
Spare the Air Advertising
and Messaging Campaigns

Finance and Administration
Committee Meeting
April 17, 2024

Kristina Chu
Communications Manager

kchu@baagmd.gov
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Requested Action

This Is an action item for the Finance and Administration
Committee to consider recommending the Board of Directors to
approve:

 Allison+Partners as the lead contractor for the Spare the Air
Advertising, Communications and Evaluation Services;

e Up to three-year contract at the Air District’s discretion, based
on the contractor’s performance and available funds with
contract cost not to exceed $1,950,000 for FYE 2025 & FYE
2026 and $2,019,000 for FYE 2027.
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Presentation Outline

e Spare the Air Request for Proposals (RFP) Overview
* Proposals Received

 RFP Evaluation Criteria

* Firm Evaluation Scores

e Spare the Air Budget Overview

e Spare the Air Funding Sources

« Staff Recommendation
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Spare the Air RFP Overview

« Communications Office recently completed an RFP process for the
following services for Spare the Air campaigns:
- Advertising
- Media Relations
- Social Media
- Employer Outreach
- Public Opinion Surveys
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Proposals Recelved

* 7/ RFP submissions were received for Advertising,
Communications and Evaluation Services for the Spare the Air
campaigns from:

- Allison+Partners - MIG, Inc. - True North Inc.
- Here Be Dragons, LLC - TRANSFORM - Wondros
- lota Impact Company DIGITAL LLC

« Communications staff reviewed proposals and conducted
iInterviews with the top three firms

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District
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RFP Evaluation Criteria

e Proposal evaluation and scoring criteria:

Technical Expertise

Skill & Experience of Team
Approach to the Proposal
Cost

Local/Green Business
References

Total Points

Finance and Administration Committee Meeting
April 17, 2024

30 points
25 points
20 points
15 points
5 points
5 points
100 points

Bay Area Air Quality Management District

30 points
25 points
20 points

75 points



Proposal & Interview

Scores

Finance and Administration Committee Meeting

April 17, 2024

Firm Evaluation Scores

Active Submissions

\ Total A - Proposal B - Interview
\ Supplier / 175 pts /100 pts / 75 pts
Allison + Partners 160.67 92 68.67
True North Inc. 145.33 84.67 60.67
MIG, Inc. 129 87 42
Eliminated Submissions
\ A - Proposal B - Interview
\ Supplier / 100 pts / 75 pts
Here Be Dragons LLC 67.67
Wondros 64.33
lota Impact Company 51.33
TRANSFORM
DIGITAL LLC 315
7

Bay Area Air Quality Management District




Total

		2023-042 - Advertising, Communications, and Survey Research Services for Spare the Air Campaigns

		Scoring Summary

		Active Submissions

				Total		A - Proposal		B - Interview

		Supplier		/ 175 pts		/ 100 pts		/ 75 pts

		
Allison + Partners
		160.67		92		68.67

		
True North Inc.
		145.33		84.67		60.67

		
MIG, Inc.
		129		87		42

		Eliminated Submissions

				A - Proposal		B - Interview

		Supplier		/ 100 pts		/ 75 pts

		
Here Be Dragons LLC
		67.67		-

		
Wondros
		64.33		-

		
Iota Impact Company
		51.33		-

		
TRANSFORM DIGITAL LLC
		31.5		-
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Rank #1

		2023-042 - Advertising, Communications, and Survey Research Services for Spare the Air Campaigns

		Allison + Partners

		Scoring Summary

		Evaluation Group 1 - Main Evaluation

				Total		A - Proposal		A-1 - Expertise		A-2 - Skill		A-3 - Approach		A-4 - Cost		A-5 - Firm's Specialty Focus Area		A-6 - References		B - Interview		B-1 - Expertise		B-2 - Skill		B-3 - Approach

		Reviewer		/ 175 pts		/ 100 pts		/ 30 pts		/ 25 pts		/ 20 pts		/ 15 pts		/ 5 pts		/ 5 pts		/ 75 pts		/ 30 pts		/ 25 pts		/ 20 pts

		
Kristina Chu
		160		91		26		25		17		13		5		5		69		28		23		18

		
Kristine Roselius
		162		94		29		24		19		12		5		5		68		28		23		17

		
Erin DeMerritt
		160		91		28		23		19		11		5		5		69		28		23		18

						Average:		27.67		24		18.33		12		5		5		Average:		28		23		17.67

								↓		↓		↓		↓		↓		↓				↓		↓		↓

		Calculated:		160.67		92		27.67		24		18.33		12		5		5		68.67		28		23		17.67

		Scoring Comments

		A-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		26		Meets or exceeds my expectations

		
Kristine Roselius
		29		Meets or exceeds my expectations

		
Erin DeMerritt
		28		Meets or exceeds my expectations

		A-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		25		Meets or exceeds my expectations

		
Kristine Roselius
		24		Meets or exceeds my expectations

		
Erin DeMerritt
		23		Strongly fits desired attribute(s)

		A-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		17		Strongly fits desired attribute(s)

		
Kristine Roselius
		19		Meets or exceeds my expectations

		
Erin DeMerritt
		19		High level of detail in response

		A-4 - Cost - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		13		Meets or exceeds my expectations

		
Kristine Roselius
		12		High level of detail in response

		
Erin DeMerritt
		11		Meets or exceeds my expectations

		A-5 - Firm's Specialty Focus Area - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		5		Meets or exceeds my expectations

		
Kristine Roselius
		5		Meets or exceeds my expectations

		
Erin DeMerritt
		5		Strongly fits desired attribute(s)		Some team members not located in the Bay Area

		A-6 - References - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		5		Meets or exceeds my expectations

		
Kristine Roselius
		5		Meets or exceeds my expectations

		
Erin DeMerritt
		5		Well-supported claim(s)

		B-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		28		Meets or exceeds my expectations

		
Kristine Roselius
		28		Strongly fits desired attribute(s)

		
Erin DeMerritt
		28		Meets or exceeds my expectations

		B-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		23		Meets or exceeds my expectations

		
Kristine Roselius
		23		Meets or exceeds my expectations

		
Erin DeMerritt
		23		Strongly fits desired attribute(s)

		B-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		18		Meets or exceeds my expectations

		
Kristine Roselius
		17		Strongly fits desired attribute(s)

		
Erin DeMerritt
		18		High level of detail in response
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Rank #2

		2023-042 - Advertising, Communications, and Survey Research Services for Spare the Air Campaigns

		True North Inc.

		Scoring Summary

		Evaluation Group 1 - Main Evaluation

				Total		A - Proposal		A-1 - Expertise		A-2 - Skill		A-3 - Approach		A-4 - Cost		A-5 - Firm's Specialty Focus Area		A-6 - References		B - Interview		B-1 - Expertise		B-2 - Skill		B-3 - Approach

		Reviewer		/ 175 pts		/ 100 pts		/ 30 pts		/ 25 pts		/ 20 pts		/ 15 pts		/ 5 pts		/ 5 pts		/ 75 pts		/ 30 pts		/ 25 pts		/ 20 pts

		
Kristina Chu
		143		83		20		20		18		15		5		5		60		25		20		15

		
Kristine Roselius
		142		83		25		20		15		14		5		4		59		24		20		15

		
Erin DeMerritt
		151		88		25		23		16		14		5		5		63		25		22		16

						Average:		23.33		21		16.33		14.33		5		4.667		Average:		24.67		20.67		15.33

								↓		↓		↓		↓		↓		↓				↓		↓		↓

		Calculated:		145.33		84.67		23.33		21		16.33		14.33		5		4.667		60.67		24.67		20.67		15.33

		Scoring Comments

		A-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		20		Meets or exceeds my expectations

		
Kristine Roselius
		25		Strongly fits desired attribute(s)

		
Erin DeMerritt
		25		Meets or exceeds my expectations

		A-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		20		Meets or exceeds my expectations

		
Kristine Roselius
		20		Strongly fits desired attribute(s)

		
Erin DeMerritt
		23		High level of detail in response

		A-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		18		Meets or exceeds my expectations

		
Kristine Roselius
		15		Strongly fits desired attribute(s)

		
Erin DeMerritt
		16		High level of detail in response

		A-4 - Cost - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Meets or exceeds my expectations

		
Kristine Roselius
		14		Meets or exceeds my expectations

		
Erin DeMerritt
		14		Meets or exceeds my expectations

		A-5 - Firm's Specialty Focus Area - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		5		Meets or exceeds my expectations

		
Kristine Roselius
		5		Meets or exceeds my expectations

		
Erin DeMerritt
		5		Strongly fits desired attribute(s)

		A-6 - References - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		5		Meets or exceeds my expectations

		
Kristine Roselius
		4		Strongly fits desired attribute(s)

		
Erin DeMerritt
		5		Well-supported claim(s)

		B-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		25		Strongly fits desired attribute(s)

		
Kristine Roselius
		24		Strongly fits desired attribute(s)

		
Erin DeMerritt
		25		Strongly fits desired attribute(s)

		B-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		20		Meets or exceeds my expectations

		
Kristine Roselius
		20		Meets or exceeds my expectations

		
Erin DeMerritt
		22		High level of detail in response

		B-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Meets or exceeds my expectations

		
Kristine Roselius
		15		Strongly fits desired attribute(s)

		
Erin DeMerritt
		16		High level of detail in response
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Rank #3

		2023-042 - Advertising, Communications, and Survey Research Services for Spare the Air Campaigns

		MIG, Inc.

		Scoring Summary

		Evaluation Group 1 - Main Evaluation

				Total		A - Proposal		A-1 - Expertise		A-2 - Skill		A-3 - Approach		A-4 - Cost		A-5 - Firm's Specialty Focus Area		A-6 - References		B - Interview		B-1 - Expertise		B-2 - Skill		B-3 - Approach

		Reviewer		/ 175 pts		/ 100 pts		/ 30 pts		/ 25 pts		/ 20 pts		/ 15 pts		/ 5 pts		/ 5 pts		/ 75 pts		/ 30 pts		/ 25 pts		/ 20 pts

		
Kristina Chu
		127		85		22		20		18		15		5		5		42		17		15		10

		
Kristine Roselius
		130		88		25		22		17		14		5		5		42		16		16		10

		
Erin DeMerritt
		130		88		24		24		17		13		5		5		42		16		15		11

						Average:		23.67		22		17.33		14		5		5		Average:		16.33		15.33		10.33

								↓		↓		↓		↓		↓		↓				↓		↓		↓

		Calculated:		129		87		23.67		22		17.33		14		5		5		42		16.33		15.33		10.33

		Scoring Comments

		A-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		22		Meets or exceeds my expectations

		
Kristine Roselius
		25		Strongly fits desired attribute(s)

		
Erin DeMerritt
		24		High level of detail in response

		A-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		20		Meets or exceeds my expectations

		
Kristine Roselius
		22		Strongly fits desired attribute(s)

		
Erin DeMerritt
		24		Meets or exceeds my expectations

		A-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		18		Meets or exceeds my expectations

		
Kristine Roselius
		17		Strongly fits desired attribute(s)

		
Erin DeMerritt
		17		High level of detail in response

		A-4 - Cost - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Meets or exceeds my expectations

		
Kristine Roselius
		14		Meets or exceeds my expectations

		
Erin DeMerritt
		13		Strongly fits desired attribute(s)

		A-5 - Firm's Specialty Focus Area - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		5		Meets or exceeds my expectations

		
Kristine Roselius
		5		Meets or exceeds my expectations

		
Erin DeMerritt
		5		Strongly fits desired attribute(s)

		A-6 - References - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		5		Meets or exceeds my expectations

		
Kristine Roselius
		5		Strongly fits desired attribute(s)

		
Erin DeMerritt
		5		Well-supported claim(s)

		B-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		17		Partially meets my expectations

		
Kristine Roselius
		16		Partially meets my expectations

		
Erin DeMerritt
		16		Partially meets my expectations

		B-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Partially meets my expectations

		
Kristine Roselius
		16		Partially meets my expectations

		
Erin DeMerritt
		15		Medium level of detail in response

		B-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		10		Partially meets my expectations

		
Kristine Roselius
		10		Partially meets my expectations

		
Erin DeMerritt
		11		Partially fits desired attributes



&G		


&10&Ka0a0a0Generated on Jan 18, 2024 4:17 PM PST - Cynthia Zhang
Page &P of &N	




Eliminated #1

		2023-042 - Advertising, Communications, and Survey Research Services for Spare the Air Campaigns

		Here Be Dragons LLC (Eliminated)

		Scoring Summary

		Evaluation Group 1 - Main Evaluation

				A - Proposal		A-1 - Expertise		A-2 - Skill		A-3 - Approach		A-4 - Cost		A-5 - Firm's Specialty Focus Area		A-6 - References		B - Interview		B-1 - Expertise		B-2 - Skill		B-3 - Approach

		Reviewer		/ 100 pts		/ 30 pts		/ 25 pts		/ 20 pts		/ 15 pts		/ 5 pts		/ 5 pts		/ 75 pts		/ 30 pts		/ 25 pts		/ 20 pts

		
Kristina Chu
		65		17		15		15		10		5		3		-		-		-		-

		
Kristine Roselius
		72		20		17		14		13		5		3		-		-		-		-

		
Erin DeMerritt
		66		20		17		10		11		5		3		-		-		-		-

				Average:		19		16.33		13		11.33		5		3		Average:		-		-		-

						↓		↓		↓		↓		↓		↓				↓		↓		↓

		Calculated:		67.67		19		16.33		13		11.33		5		3		-		-		-		-

		Scoring Comments

		A-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		17		Mostly complete response

		
Kristine Roselius
		20		Strongly fits desired attribute(s)

		
Erin DeMerritt
		20		Meets or exceeds my expectations

		A-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Mostly complete response

		
Kristine Roselius
		17		Strongly fits desired attribute(s)

		
Erin DeMerritt
		17		High level of detail in response

		A-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Meets or exceeds my expectations

		
Kristine Roselius
		14		High level of detail in response

		
Erin DeMerritt
		10		Medium level of detail in response

		A-4 - Cost - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		10		Meets or exceeds my expectations

		
Kristine Roselius
		13		Strongly fits desired attribute(s)

		
Erin DeMerritt
		11		Strongly fits desired attribute(s)

		A-5 - Firm's Specialty Focus Area - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		5		Meets or exceeds my expectations

		
Kristine Roselius
		5		Meets or exceeds my expectations

		
Erin DeMerritt
		5		Strongly fits desired attribute(s)

		A-6 - References - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		3		Medium level of detail in response

		
Kristine Roselius
		3		Partially meets my expectations

		
Erin DeMerritt
		3		Partially fits desired attributes
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Eliminated #2

		2023-042 - Advertising, Communications, and Survey Research Services for Spare the Air Campaigns

		Wondros (Eliminated)

		Scoring Summary

		Evaluation Group 1 - Main Evaluation

				A - Proposal		A-1 - Expertise		A-2 - Skill		A-3 - Approach		A-4 - Cost		A-5 - Firm's Specialty Focus Area		A-6 - References		B - Interview		B-1 - Expertise		B-2 - Skill		B-3 - Approach

		Reviewer		/ 100 pts		/ 30 pts		/ 25 pts		/ 20 pts		/ 15 pts		/ 5 pts		/ 5 pts		/ 75 pts		/ 30 pts		/ 25 pts		/ 20 pts

		
Kristina Chu
		58		15		15		15		10		0		3		-		-		-		-

		
Kristine Roselius
		69		22		20		12		12		0		3		-		-		-		-

		
Erin DeMerritt
		66		20		18		12		13		0		3		-		-		-		-

				Average:		19		17.67		13		11.67		0		3		Average:		-		-		-

						↓		↓		↓		↓		↓		↓				↓		↓		↓

		Calculated:		64.33		19		17.67		13		11.67		0		3		-		-		-		-

		Scoring Comments

		A-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Partially meets my expectations

		
Kristine Roselius
		22		Strongly fits desired attribute(s)

		
Erin DeMerritt
		20		Meets or exceeds my expectations

		A-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Partially meets my expectations

		
Kristine Roselius
		20		Strongly fits desired attribute(s)

		
Erin DeMerritt
		18		Meets or exceeds my expectations

		A-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Meets or exceeds my expectations

		
Kristine Roselius
		12		Partially meets my expectations

		
Erin DeMerritt
		12		Medium level of detail in response

		A-4 - Cost - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		10		Meets or exceeds my expectations

		
Kristine Roselius
		12		Strongly fits desired attribute(s)

		
Erin DeMerritt
		13		Meets or exceeds my expectations

		A-5 - Firm's Specialty Focus Area - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		0		Doesn't meet my expectations

		
Kristine Roselius
		0		Doesn't meet my expectations

		
Erin DeMerritt
		0		Missing / mismatched attributes

		A-6 - References - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		3		Partially meets my expectations

		
Kristine Roselius
		3		Partially fits desired attributes

		
Erin DeMerritt
		3		Partially supported claim(s)
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Eliminated #3

		2023-042 - Advertising, Communications, and Survey Research Services for Spare the Air Campaigns

		Iota Impact Company (Eliminated)

		Scoring Summary

		Evaluation Group 1 - Main Evaluation

				A - Proposal		A-1 - Expertise		A-2 - Skill		A-3 - Approach		A-4 - Cost		A-5 - Firm's Specialty Focus Area		A-6 - References		B - Interview		B-1 - Expertise		B-2 - Skill		B-3 - Approach

		Reviewer		/ 100 pts		/ 30 pts		/ 25 pts		/ 20 pts		/ 15 pts		/ 5 pts		/ 5 pts		/ 75 pts		/ 30 pts		/ 25 pts		/ 20 pts

		
Kristina Chu
		53		15		15		10		10		0		3		-		-		-		-

		
Kristine Roselius
		58		15		18		10		13		0		2		-		-		-		-

		
Erin DeMerritt
		43		9		9		8		14		0		3		-		-		-		-

				Average:		13		14		9.333		12.33		0		2.667		Average:		-		-		-

						↓		↓		↓		↓		↓		↓				↓		↓		↓

		Calculated:		51.33		13		14		9.333		12.33		0		2.667		-		-		-		-

		Scoring Comments

		A-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Partially meets my expectations

		
Kristine Roselius
		15		Partially fits desired attributes

		
Erin DeMerritt
		9		Incomplete response

		A-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		15		Partially meets my expectations

		
Kristine Roselius
		18		Other

		
Erin DeMerritt
		9		Partially supported claim(s)

		A-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		10		Partially meets my expectations

		
Kristine Roselius
		10		Partially supported claim(s)

		
Erin DeMerritt
		8		Partially fits desired attributes

		A-4 - Cost - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		10		Meets or exceeds my expectations

		
Kristine Roselius
		13		Strongly fits desired attribute(s)

		
Erin DeMerritt
		14		Meets or exceeds my expectations

		A-5 - Firm's Specialty Focus Area - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		0		Doesn't meet my expectations

		
Kristine Roselius
		0		Doesn't meet my expectations

		
Erin DeMerritt
		0		Missing / mismatched attributes

		A-6 - References - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		3		Partially fits desired attributes

		
Kristine Roselius
		2		Partially supported claim(s)

		
Erin DeMerritt
		3		Partially supported claim(s)
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Eliminated #4

		2023-042 - Advertising, Communications, and Survey Research Services for Spare the Air Campaigns

		TRANSFORM DIGITAL LLC (Eliminated)

		Scoring Summary

		Evaluation Group 1 - Main Evaluation

				A - Proposal		A-1 - Expertise		A-2 - Skill		A-3 - Approach		A-4 - Cost		A-5 - Firm's Specialty Focus Area		A-6 - References		B - Interview		B-1 - Expertise		B-2 - Skill		B-3 - Approach

		Reviewer		/ 100 pts		/ 30 pts		/ 25 pts		/ 20 pts		/ 15 pts		/ 5 pts		/ 5 pts		/ 75 pts		/ 30 pts		/ 25 pts		/ 20 pts

		
Kristina Chu
		33		10		10		10		0		0		3		-		-		-		-

		
Kristine Roselius
		30		10		10		8		0		0		2		-		-		-		-

		
Erin DeMerritt
		-		-		-		-		-		-		-		-		-		-		-

				Average:		10		10		9		0		0		2.5		Average:		-		-		-

						↓		↓		↓		↓		↓		↓				↓		↓		↓

		Calculated:		31.5		10		10		9		0		0		2.5		-		-		-		-

		Scoring Comments

		A-1 - Expertise - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		10		Partially meets my expectations

		
Kristine Roselius
		10		Partially fits desired attributes

		A-2 - Skill - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		10		Partially meets my expectations

		
Kristine Roselius
		10		Partially fits desired attributes

		A-3 - Approach - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		10		Partially meets my expectations

		
Kristine Roselius
		8		Partially fits desired attributes

		A-4 - Cost - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		0		Incomplete response

		
Kristine Roselius
		0		Incomplete response

		A-5 - Firm's Specialty Focus Area - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		0		Incomplete response

		
Kristine Roselius
		0		Incomplete response

		A-6 - References - Reviewer Scores

		Reviewer		Score		Reason		Comments

		
Kristina Chu
		3		Partially meets my expectations

		
Kristine Roselius
		2		Partially fits desired attributes
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Spare the Air Budget Overview

Advertising $600,000 Advertising $600,000

Media Relations $200,000 Media Relations $100,000

Social Media $75,000 Social Media $75,000

Employer Program $200,000 Public Opinion Surveys $50,000

Public Opinion Surveys $50,000 In-Language Option $69,000**

Surveys
Campaign Total $1,125,000 $825,000
FYE 2025 — FYE2027 FYE 2025 & FYE 2026

$894,000 FYE 2027

Contract Total (not to exceed) $1,950,000
FYE 2025 & FYE 2026
$2,019,000 FYE 2027
*based on previous campaigns budget allocations **31d year of contract only
Finance and Administration Committee Meeting Bay Area Air Quality Management District 8

April 17, 2024



Spare the Air Funding Sources

Funding for this contract comes from the following sources and is
Included in the FYE 2025 proposed budget:

e Spare the Air Summer = $1,125,000 per contract year for FYE 2025
o Transportation Fund for Clean Air (TFCA) - $1,075,000
o General Revenue - $50,000

e Spare the Air Winter
0 General Revenue - $825,000 per contract year for FYE 2025

Spare the Air program costs for FYE 2026 and FYE 2027 will be budgeted
appropriately in the ordinary course of the Air District's annual budget
process.

Finance and Administration Committee Meeting

April 17, 2024 Bay Area Air Quality Management District 9



Requested Action

Recommend to the Board of Directors approve:

 Allison+Partners as the lead contractor for the Spare the Air
Advertising, Communications and Evaluation Services;

 Up to three-year contract at the Air District’s discretion, based
on the contractor’s performance and available funds with
contract cost not to exceed $1,950,000 for FYE 2025 & FYE
2026 and $2,019,000 for FYE 2027.

Finance and Administration Committee Meeting _ , o
April 17, 2024 Bay Area Air Quality Management District 10



AGENDA: 9

Funding Community
Benefits from Penalty
Funds

Finance and Administration Committee
April 17, 2024

Greg Nudd
Deputy Executive Officer, Science and Policy
ghudd@baagmd.gov



mailto:gnudd@baaqmd.gov

Potential Presentation Outcomes

 The Committee will consider a policy to automatically allocate
some penalty funds for community benefits and will consider
recommending the policy to the Board of Directors for adoption.

April 17, 2024



Presentation Outline
 Information about penalties
e Penalty allocation proposal
e Mitigating budget risk
« Recommendations from community representatives

e Recommended action

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District
April 17, 2024



About Penalties

e The Air District collects penalties from facilities that violate our
regulations.

* In the past five years, these funds have varied from $700Kk to
$4.2M per year.

* Penalty collections for this fiscal year are almost $22M.

* In the current fiscal year, $3M of penalty fund revenue
was budgeted to partially fund our enforcement program
consisting of 77 full time employees with a total direct costs of
roughly $16M per year.

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District
April 17, 2024



About Penalties (cont.)

* Most individual penalty packages are between $10-$50k (58%).

e But most of the penalty dollars collected are from a few large
penalty packages exceeding $1M.

e Penalties > $1M are paid primarily by petroleum refineries and
related industry. Over 90% of the penalties collected In recent
years are from this sector.

Finance and Administration Committee Meeting Bay Area Air Quality Management District
April 17, 2024



Proposed Policy

» Allocate as much of penalty funds as possible to community
benefits, while ensuring the Air District recovers appropriate
COStS.

e Focus on providing benefits to the community impacted by the
air quality violation, but also address the needs of communities
that may not have large industrial sources

e Detalls in attached document entitled “Funding Community
Benefits from Penalty Funds”

Finance and Administration Committee Meeting Bay Area Air Quality Management District
April 17, 2024



Community Benefit Project Examples

Examples of projects that were identified for possible funding from
penalty money from Richmond-North Richmond-San Pablo
Community Emissions Reduction Plan:

 Reduce particulate matter and other toxic air pollution from food
cooking operations

« Urban greening projects

» Expand accessiblility to programs like Black Infant Health and
CalAIM

 Expand asthma programs in schools

 Home retrofits for asthma patients

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District
April 17, 2024



Penalty Allocation Proposal

Lower Break Point Upper Break Point % to Local Benefit % to Air District or
Fund Regional Benefit Fund

SO $100,000 100%
$100,000 $1,000,000 50% 50%
$1,000,000 80% 20%

e The first $100,000 of each penalty payment would go to offset the Air District’'s expenses

In enforcing regulations. After the budget cap is met those funds would go into a
regional benefit fund.

Between $100,000 and $1,000,000, 50% of the penalties would go to a fund to benefit
the community impacted by the violation. The balance would go Air District’s general fund
or the regional benefit fund (after the budget cap has been met).

Above $1,000,000, 80% of the penalties would be reserved for local benefits programs,
with 20% to the Air District’s general fund or the regional benefit fund (after the budget
cap has been met)

Finance and Administration Committee Meeting Bay Area Air Quality Management District 3

April 17, 2024



Penalty Allocation Proposal (cont.)

Budget Cap Over budget cap

District Regional Community
Budget Benefits Fund

Local Community
Benefits Fund

Finance and Administration Committee Meeting

Bay Area Air Quality Management District
April 17, 2024 y Q y g



Mitigating Budget Risk

e Penalty Collections vary from year-to-year, but are expected to
be higher than in prior years due to enhanced and prioritized
enforcement by the Air District

 FYE 2024 budget assumes $3,000,000 in penalty collections
with actual collections near $22,000,000 year-to-date

* Proposed FYE 2025 budget assumes $4,000,000 in penalty
collections

* The proposed policy would automatically allocate some funding
for local benefits for any penalty package over $100,000,
potentially creating some budget risk.

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District 10
April 17, 2024



Mitigating Budget Risk (cont.)

* Proposal: Set the Fiscal Year Penalty Budget Cap to account for
any shortfalls in the previous two years.

 Fiscal Year Penalty Budget Assumption = general revenue for
penalties assumed in the budget.
 FYE 2024 - $3,000,000
 FYE 2025 - $4,000,000 (proposed)

 Fiscal Year Penalty Budget Cap = Fiscal Year Budget
Assumption + any recent shortfalls

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District 11
April 17, 2024



Mitigating Budget Risk (cont.)

Example Calculation 1:

Penalty Budget S4,000,000 S4,000,000 $4,000,0000
Assumption

Penalty Budget Cap $4,000,000 $4,500,000 $4,500,0000

Actual Penalties S3,500,000 S4,000,000 S5,000,0000
Collected

Shortfall $500,000 SO SO

Finance and Administration Committee Meeting

Bay Area Air Quality Management District
April 17, 2024 Y Q Y J



Mitigating Budget Risk (cont.)

Example Calculation 2:

Penalty Budget S4,000,000 S4,000,000 $4,000,0000
Assumption

Penalty Budget Cap $4,000,000 $4,500,000 $4,700,0000

Actual Penalties S3,500,000 $3,800,000 S5,000,0000
Collected

Shortfall $500,000 $200,000 SO

Finance and Administration Committee Meeting

Bay Area Air Quality Management District
April 17, 2024 Y Q Y J



Community Advisory Council
Recommendations:

* Recommend that the Air District Board of Directors create a policy in
collaboration with the Community Advisory Council that automatically
sets aside a portion of penalties for regional and local benefits

« Recommend that the Air District Board of Directors have the
Community Advisory Council conduct an annual periodic review of
the program after one year to ensure that the policy is effective and
equitable

« Recommend that the Air District Board of Directors ensure, with the
collaboration of the Community Advisory Council, that there Is the
creation of a plan for community outreach and oversight of any local
or regional benefit fund spending programs

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District 14
April 17, 2024



Community Advisory Council
Recommendations (cont.):

 Recommend that the Board of Directors set a
policy in collaboration with the Community
Advisory Council that automatically allocates a
portion of penalties for local (80%) and regional
(20%) community benefits

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District
April 17, 2024



Richmond-North Richmond-San Pablo CSC
Recommendations:

e Create a policy that automatically directs 90% to a Local Benefit
Fund for the most impacted community and 10% to a regional
benefit fund.

« When the source and impact are within an AB617 designated
community, the Community Steering Committee would have local
oversight of the Local Benefit Fund.

 When the source and impact are not within an AB617 designated
community, work with the Community Advisory Council (CAC) to
identify community based organizations that would have local
oversight of the Local Benefit Fund.

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District 16
April 17, 2024



Richmond-North Richmond-San Pablo CSC
Recommendations (cont.):

 Work in collaboration with the Community Advisory Council to
create a regional policy to oversee and distribute the regional
funds.

e All policies and funds will include an annual review and
amendment process to the program to ensure the policy’s
effectiveness, equity, and environmental justice principles are
being met.

e All policies and funds will have an equitable and transparent
Implementation plan to improve air quality and public health for
Impacted communities.

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District 17
April 17, 2024



Partial Results for FYE 2024

 For the fiscal year ending 2024 including the $20M Chevron penalty,
the proposed 80/20 split would have the following results:

o Air District budget cap of $3,000,000 met

e Local benefit fund for Richmond area: $16,250,000
* Regional benefit fund: $2,658,650

* Local benefit fund for Pleasanton: $64,000

Finance and Administration Committee Meeting

: Bay Area Air Quality Management District 18
April 17, 2024



Recommendation

The Executive Officer/APCO requests that the Finance and
Administration Committee recommend that the Board of
Directors:

Adopt the policy to allocate penalty money to community
benefits as described in the attached policy document
entitled “Funding Community Benefits from Penalty Funds”
Including the requirement to report back to the Board on
the effectiveness of the policy

Finance and Administration Committee Meeting

i i iatri 19
April 17, 2024 Bay Area Air Quality Management District



AGENDA: 10

Corrective Action Plan to Implement
the Recommendations from the
Engineering Performance Audit

Finance and Administration Committee

April 17, 2024
Pamela Leong Meredith Bauer
Engineering Division Director Deputy Executive Officer for

Engineering and Compliance

leon baagmd.gov
pleong@baagmd.g mbauer@baagmd.gov



mailto:mbauer@baaqmd.gov
mailto:pleong@baaqmd.gov

Presentation Outcome

e Consider and discuss the Corrective Action Plan to implement
recommendations from the Engineering Performance Audit.

Finance and Administration Committee ) ) o
April 17, 2024 Bay Area Air Quality Management District



Requested Action

Informational item. No action requested.

Finance and Administration Committee ) ) o
April 17, 2024 Bay Area Air Quality Management District



Presentation Outline

e Background

e Engineering Audit History

* Review of Key Audit Findings
e Audit Recommendations

o Corrective Actions
o Approach and Timing

e Action Plans

e Recommended Action

Finance and Administration Committee ) ) o
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History

 On December 20, 2023, the Finance and Administration
Committee heard the Engineering Audit Report on the Air
District’s Permit Process.

* The Audit Report calls for 7 broad recommendations to address
multiple findings.

» After hearing the report, the Finance and Administration
Committee directed staff to develop this action plan to address
the recommendations within 90 days.

Finance and Administration Committee ) , o
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Key Audit Findings

* Timeliness/Backlog: Permit applications are not always processed in a
timely manner and a backlog exists.

* Tracking: Engineering does not track all information necessary to assess
efficiency of permitting processes, identify resource needs, and ensure
facilities are properly permitted.

 Resource Management
« Staffing: hiring freeze, attrition, training, loss of institutional knowledge
« Workload: Insufficient resources for workload, increase in non-core activities,
Inefficiencies in permit processing and delinquent application accounts

» Cost Recovery: Opportunities exist to enhance current fee schedule to
better recover costs.

Finance and Administration Committee ) , o
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Audit Recommendations
Timeliness/Backlog

1. Develop a plan to address the permit application backlog.

Factors contributing to the backlog identified in Audit Report

* New/resource-intensive rules and programs (e.g., Rules 11-18 and 12-15, AB617, BUGS)
» Complex sources (refineries, new technologies, composting)

* Non-core duties doubled in the past five years (over 10% of workload)

» Staffing

Excerpt: “Develop a plan to address the permit application backlog. As part of this plan, the Division should
consider the use of contractors and/or retired annuitants to supplement its existing staffing resources.”

Finance and Administration Committee

April 17, 2024 Bay Area Air Quality Management District



Audit Recommendations
Tracking — Permit Process/Bottlenecks

2. Track permit process and payments
(a) Ensure overall and interim permit processing steps are tracked in NPS

(c) Create reports at agr?re ate and facility level to track efficiency, bottlenecks,
— these should be availableto Division management

(d) Identify information needed by management to oversee permitting activities and
develop standardized reports

(e) Identify and correct erroneous and corrupted data that was migrated from legacy
systems and is currently recorded in the New Production System

Excerpt: “Work with the My Air Online team to ensure the New Production System records processing time data on
both core and interim permit processing steps, outstanding accounts receivable information is readily available at
the facility and aggregate level and reports necessary for management to assess permit process efficiency, identify
bottlenecks, and assess the timeliness of payments are developed and available to Division management. As part
of this, management should identify information it needs to oversee permitting activities and work with the My Air
Online team to develop standardized reports with the required information. In"addition, the Division should continue
to work with the My Air Online team to |de_nt|fx and correct erroneous and corrupted data that was migrated from
legacy systems and is currently recorded in the New Production System.”

Finance and Administration Committee ) , o
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Audit Recommendations
Tracking — Permit Process/Bottlenecks
(cont’'d)

6 (a) (ii). Identify permitting process inefficiencies and bottlenecks and implement process
Improvements to address the root-cause of the inefficiencies identified, including
dependencies outside the Division.

Finance and Administration Committee ) ) o
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Audit Recommendations
Tracking - Accounts

2. Track permit process and payments

(b) Ensure payments are tracked and accounts receivable information readily available
In NPS

(c) Create reports at aggregate and facility level to track efficiency, bottlenecks, and
payments — these should be available to Division management

6 (b) Track, identify, and collect payments for delinquent accounts

Excerpt: “Track and identify delinquent accounts and work with the Compliance and Enforcement Division to
enforce permitting requirements and collect amounts owed. Once the true number and amount of delinquent
accounts is identified, the Air District may want to consider the use of a third-party collector to help the Air District
collect past due amounts.”

Finance and Administration Committee ) ) o
April 17, 2024 Bay Area Air Quality Management District
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Audit Recommendations
Tracking — Management Time

3. Track total hours worked by management on permits and account for time in cost
recovery allocations

Excerpt: “Work with the Human Resources Office to determine the feasibility of tracking the total hours worked by
management within existing systems. If this is not feasible, management should develop an alternative process to
track actual time spent to ensure it has a full understanding of resource needs and where staff are spending their
time. This analysis should be used to refine cost recovery for these positions to ensure the appropriate percentage
of costs are attributed to each program.”

Finance and Administration Committee

April 17, 2024 Bay Area Air Quality Management District 11



Audit Recommendations
Resource Management: Staffing and Workload

4. Create a new job classification for an entry-level position for the Division

Excerpt: “Work with Air District management and Human Resources to implement a new job classification for entry
level position for the Division.”

5. Review/update workload prioritization process

Excerpt: “Review existing permit and workload prioritization processes to assess whether procedures should be
updated to better align with Division priorities and current practices.”

Finance and Administration Committee ) ) o
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Audit Recommendations

Resource Management: Staffing and Workload
(cont’d)

6. Assess resource needs to meet workload demands and core activities after tracking and
efficiency measures have been implemented

(a) Assess impact of non-core activities and consider transferring non-core activities
where possible

(1) Assess whether current staffing can implement work from newly adopted
programs

Excerpt: “Once the Division has the data it needs to assess permit process efficiency and determine current
workload and resource needs, management should: Review existing resources and determine whether resources
are sufficient to not only meet workload demands, but also perform all core activities.

(a) As part of this review, management should also review time spent by Division staff and management on non-
core activities and assess the impact these activities have on resources, whether the responsibility should be

transferred to another area within the Air District, and the Division’s ability to meet existing workload demands and

perform core functions.

(i) Management should review previously requested staffing that was not approved from newly adopted
programs to check if the estimates are up to date to fully implement the work.”

Finance and Administration Committee ) , o
April 17, 2024 Bay Area Air Quality Management District
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Audit Recommendations
Cost Recovery

7. Re-evaluate/update (as needed) Cost Recovery and Containment Policy and fee
schedules

Excerpt: “Work with executive management, District Counsel, and the Board to re-evaluate the existing Cost
Recovery and Containment Policy and fee schedules to determine whether they should be adjusted to better align
practices with the intent of Air District leadership.”

Finance and Administration Committee ) ) o
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Audit Recommendations
Summary

Timeliness/backlog 1. Develop a backlog plan
2. Improve tracking
6(a)(1). Assess resource needs (including staffing)
6(a)(ii). Identify/resolve bottlenecks

Tracking: Permit Process and Bottlenecks 2(a). Track permit process steps
2(c). Create reports for efficiency, bottlenecks, and payments
2(d). Develop standardized reports for management
2(e). Identify/correct erroneous data migrated to NPS
6(a)(ii). Identify/resolve bottlenecks

Tracking: Management Time 3. Track and account for management time spent on permit program

Tracking: Accounts 2(b). Track payments in NPS
2(c). Create reports for efficiency, bottlenecks, and payments
6(b). Track, identify, and collect payments for delinquent accounts

Resource Management: 4. Create a new job classification for an entry-level position for the Division
Staffing and Workload 5. Review/update workload prioritization process
6. Assess resource needs to meet workload demands
6(a). Assess/transfer non-core activities
6(a)(i). Assess whether current staffing can implement work from newly adopted programs

Cost Recovery 7. Re-evaluate/update (as needed) Cost Recovery and Containment Policy and fee schedules

Finance and Administration Committee _ , .
April 17, 2024 Bay Area Air Quality Management District 15



Corrective Actions
Recent Progress

Staffing

* Hired 4 Knowledgeable Retirees — process/oversee overdue complex applications
» Job Classification Studies started with HR — recommend entry level engineer

« 'Continuous' recruitment for the Air Quality Engineer I/1l position

« Annual participation in College Summer Intern Program and Career Fairs

Efficiencies

« Enforce Permit Streamlining Policy and Title V Policies

« Completed realignment of facility assignments to take advantage of specialized knowledge
» Pilot updated Permit Handbook with new source categories and CEQA guidance in 2Q2024

Tracking

* MyAirOnline tools

e Spreadsheets as a 'stop gap' for Health Risk Assessments and Public Notices

» Legacy Databank staff trained and proficient in to run queries and write reports in MyAirOnline

Finance and Administration Committee ) ) o
April 17, 2024 Bay Area Air Quality Management District
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Corrective Action
Approach and Timeline

Dependencies that Affect Corrective Action Timing
« Strategic plan
« Compensation/Classification Study

* Rule development schedule

. NPS upgrade schedule Quality Improvement Cycle

Phase 1: Planning m
« Continue on-going improvements (e.g., NPS upgrades, efficiency

* Next 6 months /
Adjust
measures, etc.) and complete concrete near-term recommendations '\

« Develop plans for backlog reduction, tracking, staffing, work prioritization,
Phase 2: Implementation and Tracking
« End of 2024 - 2027

\
E3
J

cost recovery
» Create metrics to report progress to Board
Phase 3: Adjust and Maintain
« 2028-2029+

Finance and Administration Committee ) . L
April 17, 2024 Bay Area Air Quality Management District 17



2024
2025
2026
2027
2028

Corrective Action Timing

5-year Backlog Reduction Schedule
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Action Plan
Timeliness/Backlog (cont’d)
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Action Plan
Tracking — Permit Process/Bottlenecks
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Action Plan
Tracking — Permit Process/Bottlenecks (cont’d)
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Action Plan
Tracking - Management Time
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Action Plan
Tracking - Accounts
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Action Plan
Resource Management: Staffing and Workload
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Action Plan
Resource Management: Staffing and Workload
(cont’d)
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Requested Action

Informational item. No action requested.
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BAY AREA AIR QUALITY MANAGEMENT DISTRICT
PRESENTATION OF AUDIT RESULTS
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“ Auditor’s Required Communication
(SAS 114)

> Audit Results and Highlights of the
Basic Financial Statements

> Audit Results and Highlights of the
Single Audit

¢ Questions

CERTIFIED
PUBLIC ACCOUNTANTS

2



Auditor’s Required Communications

.. SAS 1

1. Our Responsibility under Generally Accepted Auditing
Standards (GAAS)

O Consider internal control to the extent necessary to
design an effective and efficient audit approach, not
for the purpose of providing assurance on internal
control

O Design and implement audit procedures based on our
understanding of the District to gain reasonable, not
absolute, assurance as to the absence of material
misstatements in the financial statements

O Perform tests of compliance with certain provisions of
laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and
material effect on the determination of financial

CERTIFIED statement amounts
PUBLIC ACCOUNTANTS

3 O Opine on financial statements based on our audit




Auditor’s Requwed Communlcatlons

2. Significant Accounting Policies

O The District's significant accounting policies are
described in Note 1 to the financial statements and are
in accordance with generally accepted accounting
principles and consistent with industry practices and
standards.

O The application of existing policies was not changed
during the year.

O All significant transactions have been recognized in
the financial statements in the proper period.

CERTIFIED
PUBLIC ACCOUNTANTS

4




CERTIFIED
PUBLIC ACCOUNTANTS

5

3. Management Judgments and Accounting Estimates

O Accounting estimates are an integral part of the

financial statements prepared by management and
are based upon management’s current judgments.
Certain accounting estimates are particularly sensitive
because of their significance to the financial
statements and because of the possibility that future
events affecting them may differ from management’s
current judgments.

O The most sensitive estimates affecting the financial

statements were:

» Useful life of capital assets used for depreciation.



CERTIFIED
PUBLIC ACCOUNTANTS
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3. Management Judgments and Accounting Estimates
(continued)

» Deferred outflows/inflows of resources, net pension
liability, net OPEB liability/asset, pension expense,
and OPEB expense are based on estimates that
are prepared by the CalPERS actuary based on
information provided by participating employers,
and MaclLeod Watts, Inc. based on information
provided by management.

L We evaluated the key factors and assumptions used to
develop these estimates in determining that it is
reasonable in relation to the financial statements taken
as a whole.



Auditor’s Required Communications

EEaSAS did continued)
\

4. Corrected Misstatements

None.

5. Uncorrected Misstatements

None.

CERTIFIED
PUBLIC ACCOUNTANTS
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Auditor’s Requwed Communlcatlons

6. No Disagreements or Difficulties with Management

0 There were no disagreements with management on
financial accounting and reporting matters that, if not
satisfactorily resolved, would have caused a
modification of our report on the District’s financial
statements, nor were there significant difficulties in
dealing with management in performing our audit.

7. No Consultations with Other Accountants

U To the best of our knowledge, management has not
consulted with or obtained opinions, written or oral,
from other independent accountants during the past
year that was subject to the requirements of AU 625,
Reports on the Application of Accounting Principles.

CERTIFIED
PUBLIC ACCOUNTANTS
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Auditor’s Required Communications

I SAS 114 (continuec
\

8. Management Representations

0 We have requested certain representations from
management that are included in the management
representation letter dated March 29, 2024.

CERTIFIED
PUBLIC ACCOUNTANTS
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Audit Results and Highlights of the

——

1. Unmodified Opinion

O Unmodified opinion with respect to the governmental
activities and each major fund.

2. Financial Highlights
d Government-Wide Financial Statements

L Governmental Fund Financial Statements

CERTIFIED
PUBLIC ACCOUNTANTS
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Audlt Results and nghllghts of the

2. Financial Highlights (continued)
A. Government-Wide Financial Statements

O Net position as of June 30, 2023, was $290 million
(excess of total assets plus deferred outflows over
total liabilities plus deferred inflows), an increase of
$37.7 million due to increase in permit fees, property
tax and grants offset by increases in pension and
OPERB liabilities.

CERTIFIED
PUBLIC ACCOUNTANTS

1




Audit Results and nghllghts of the

2. Financial Highlights (continued)
B. Government Funds Financial Statements

0 Governmental combined fund balances as of June
30, 2023, increased from last year by $26.3 million
to $302.7 million. The increase in fund balance is
due primarily to a due to increase in permit fees,
property tax and grants.

O The General Fund accounts for all the District’s
financial resources except those required to be
accounted for in the Special Revenue Fund. The
ending fund balance of $118.5 million is carried over
to the next fiscal year. Of this amount $7.2 million
was restricted, $.5 million was nonspendable, $53
million was assigned and the remaining $57.8

CERTIFIED million was unassigned.
PUBLIC ACCOUNTANTS
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Audit Results and Highlights of the

i

3. Government Auditing Standards Opinion

» Internal Control Over Financial Reporting
O No material weaknesses
0 No significant deficiencies

» Compliance
O No instances of noncompliance noted

CERTIFIED
PUBLIC ACCOUNTANTS
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Audit Results and Highlights of the

CERTIFIED
PUBLIC ACCOUNTANTS
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4. OMB Uniform Guidance Audit Opinion-Unmodified

» Compliance
O No instances of noncompliance noted

» Internal Control Over Compliance
O No material weaknesses or significant
deficiencies noted.



Audit Results and Highlights of the
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CERTIFIED
PUBLIC ACCOUNTANTS
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5. Follow-up on Prior Year Findings

» Single Audit - F-2022-001 - Highway Planning and

Construction  (20.205) -  Procurement and
Suspension and Debarment.
» Implemented.

6. Areas Brought to Management’s Attention

>

>

The management letter is to provide observations
during the audit in areas where the internal control
procedures can be strengthened.

The comments were discussed with the individual
departments who have agreed to our
recommendations and provided management
responses for improvements.
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Questions &
Answers
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