Bay Area Air Quality Management District
939 Ellis Street
San Francisco, CA 94109
(415) 749-5000

Board of Directors’ Regular Meeting
February 17, 2010

APPROVED MINUTES

CALL TO ORDER: Chairperson Brad Wagenknecht called the meeting to order at 9:45 a.m.

Roll Call: Chairperson Brad Wagenknecht; Vice Chairperson Tom Bates; Secretary
John Gioia; Directors Harold Brown, Chris Daly, Dan Dunnigan, Carole
Groom, Scott Haggerty, David Hudson, Jennifer Hosterman, Ash Kalra,
Carol Klatt, Liz Kniss, Eric Mar, Mark Ross, James Spering, Pamela
Torliatt, Gayle B. Uilkema, Ken Yeager and Shirlee Zane

Absent: Directors Susan Garner, John Gioia and Nate Miley

PLEDGE OF ALLEGIANCE: Chairperson Wagenknecht the Pledge of Allegiance.

Public Comments: None

Board Member Comments: None

CONSENT CALENDAR (ltems 1-2):
1. Minutes of February 3, 2010
2. Communications

Board Action: Director Brown made a motion to approve Consent Calendar Items 1 and 2; Director
Ross seconded the motion; carried unanimously without opposition.

COMMITTEE REPORTS AND RECOMMENDATIONS:

3. Report of the Budget and Finance Committee Meeting
February 10, 2010
Vice Chair: H. Brown

The Budget and Finance Committee met on February 10, 2010 and approved the minutes of
November 2, 2009.

The Committee received an update on the financial audit for 2008/2009, reviewed financial statements
which were found to be in conformity with accounting principles, and discussed results of internal
control over financial reporting, compliance with major federal programs, and Health and Safety Code
Sections relative to the Transportation Fund for Clean Air (TFCA). The Committee asked that staff
provide a status report of the San Mateo County Investment Pool at its next meeting.



The Committee received a report on the second quarter Financial Report for Fiscal Year 2009-2010. A
comparison of revenues and expenditures, reserves, investment balances, undesignated reserves and
total fund balances was reviewed. The Committee requested staff provide additional information
relating to District inspection services.

The Committee then received an update on the Air District’s financial status and discussed General
Fund revenue sources and expenditures. Financial challenges were identified and the Committee
discussed planned responses, which include maintaining vacancies, reducing services and supplies,
modest decreases in the cost recovery gap, and maintaining cautious stewardship of reserves.

The next meeting of the Budget and Finance Committee is at the call of the Chair.

Board Action: Director Brown made a motion to approve the report of the Budget and Finance
Committee; Director Haggerty seconded the motion; carried unanimously without opposition.

District Financial Status: Deputy APCO, Jeffrey McKay, gave an update on the financial status,
General Fund revenue sources, General Fund expenditures, and discussed financial challenges in the
current fiscal year, as follows:

Property Taxes will decrease by 8% in Accordance Assembly

Bill No.15, in the amount of: - $1.6 Million
Budgeted grant revenue will not be realized, resulting in

General Fund encroachment in the amount of: - $2.2 Million
Permit Fees will Decrease in the amount of: - $1.0 Million
Penalties will Decrease in the amount of: - $1.0 Million
Interest will Decrease in the amount of: - $0.4 Million
Property Tax will Increase in the amount of: +$1.0 Million
Total - $5.2 Million

He indicated that the budgeted grant revenue encroachment of $2.2 million is presented
conservatively, which could be improved by $500,000, and noted the following actions to be taken:

» Excess Vacancies (beyond budget) — estimated at: +$15M
* Reduce Services and Supplies by 10%: +$1.2M
e Securitize 8% Property Tax Decrease +$1.6 M
e Total $4.3 M

The Board’s direction is to maintain 15% of the General Fund budget ($9 million). The District’s
total fund balance at the end of the year will be $13,767,982. Going forward, staff proposes to
maintain vacancies, reduce service and supplies expenditures, impose fee increases to address cost
recovery gap, and maintain cautious stewardship of reserves.

Director Torliatt requested a breakdown of property tax calculations by county, and Mr. McKay
agreed to provide this via email to the Board.

Director Daly thanked staff for their financial stewardship during what is an incredibly difficult
financial time for most cities and counties. He believed that the mandate the Board set out during



good years has allowed the District to maintain itself for several months, and without new takings
from the State, he believed the District will weather the storm.

Director Zane questioned and confirmed that the proposal is the difference between revenues and
expenditures which would result in reserves being drawn down by $1 million. She questioned which
of the Districts reserve designations would be drawn down.

Mr. McKay said the detail designations are at the discretion of the Board. In the past the Board has
made the decision to spread those reserves into a variety of areas. At the end of every fiscal year, the
Board reviews the distribution and has the freedom to redistribute them accordingly. Director Zane
voiced concern with taking reserves out of undesignated funds.

Mr. Broadbent said even though the Board has designated a number of categories, from a financial
standpoint, they are all considered to be reserves.

Director Bates questioned the $2.2 million Grants Enhancement and asked for an explanation of
where this money would come from. Mr. McKay discussed the District’s receipt of grants and ability
to take 5% in administrative fees. He explained that when the District budgets, it anticipates a certain
amount of money can be deposited into the General Fund from grants received. If not received, costs
for certain resources must be paid out of the General Fund as opposed to being paid out of
administrative fees from grants.

Mr. Broadbent added that this is an important issue facing all air districts in California. Infrastructure
bond monies are received and distributed for air district programs. It takes significant staff time and
cost to do this, and managing the programs has become expensive. Staff’s concerns have been raised
to the State which focuses on the need to make sure administrative costs are covered by grant dollars,
and the State has been unwilling to provide coverage for expenditures. He said other districts have
turned back monies unless administrative costs are covered, but he was not sure whether this district
wanted to consider this.

Mr. Broadbent confirmed with Director Bates that the District has just petitioned to receive $17.5
million of 1-Bond monies which will be considered by the Mobile Source Committee next week. Staff
clearly feels that taking this money must be conditioned on the fact that costs will be covered. He
noted that inspectors have been moved over to help out with grant processing instead of being out in
the field conducting inspections, issuing NOV’s and catching violations.

Director Bates questioned and confirmed that this does not include Carl Moyer funds because the
District receives 5% in administrative costs for that program. Director Bates referred to the property
tax receipts and questioned if this was due to the District anticipating revenue would be down. Mr.
McKay said staff originally budgeted property taxes according to two separate studies that projected a
3% decrease every year over the next several years. What is being seen is a flat property tax rate after
having received the first of the two property tax payments from counties. He said even in the current
downturn, there are sales that occur for more than the property was purchased, which increases the tax
base.

Director Spering said he would hope that the District would look at internal cuts prior to going into
reserves, which he felt should be the last resort. He also questioned excess vacancies in numbers and
how this will be treated in the future.



Mr. McKay said there are vacancies assumed due to turnover. In the current year budget, beyond that,
staff anticipates maintaining vacancies beyond those that would simply occur due to turnover. Excess
vacancies refer to beyond those in the budget, and going into the future, they anticipate maintaining
those excess vacancies over those currently in the budget. Mr. Broadbent noted the District has 363
positions and is running a vacancy rate of 24 positions, some of which constitute turnovers. Normally,
the District budgets for approximately 10 vacancies. Staff is also being very cautious as to which
positions are filled.

Director Daly said last year the District did move significant funds from undesignated reserves to the
special reserves for specific purposes, which included $2 million to OPEB, $1 million for climate
protection, and another $1 million for building and facilities. The thinking at the time was that if
reserves were not moved, the State would come after them. With slow hiring, keeping positions
vacant, and decreasing services and supplies across the board, he felt the District is operating in a
prudent manner and to use a modest amount of reserves right now makes some political sense.

Director Zane acknowledged problems with unfunded mandates, but said she would not be in favor of
not taking grant monies given the fact that it helps meet the clean air mission.

Director Hudson pointed out that the Board voted on the item because the Committee felt it was a
good budget and in the budget presentation it notes that the District’s policy is 15% reserves. The
District under-budgeted $1 million in property taxes and staff will know more by June. He
acknowledged concerns and believes that the District can adjust its budget at that time, as needed.

PRESENTATION

4, Report on the Pilot Business Incentive for Industry Compliance Schools

Air Quality Program Manager, Barbara Coler, provided a presentation on the pilot business incentive
for Industry Compliance Schools (ICS), stating that the mobile coaters served as a catalyst to develop
the pilot program. She described their operations, challenges with compliance and opportunities for
assistance and outreach.

Ms. Coler said the pilot was presented to the Board in September 2009. The goals are to provide
compliance assistance for small business, provide economic incentives for environmental education,
to achieve higher compliance rates, with resulting benefits for air quality and public health. Through
District-run industry compliance schools, they are able to provide materials on regulations, tools and
tips, and participants receive hands-on expertise and experience through their attendance resulting in
clearer regulations and higher compliance rates.

She said amendment of Regulation 8, Rule 45 applied to auto refinishers, which includes auto body
shops and mobile coaters. It required mobile coaters to register annually with the District. For all,
there are recordkeeping requirements, and lower VOC limits, and annual registration will improve the
District’s ability to improve the ability to inspect them. She discussed registration fees, discount on
the registration with requirements for attendance to schools and completion of registration, with an
estimate of less than $5,000 in loss of fee revenues.

Ms. Coler said four (4) Industry Compliance Schools were held; Concord (2); San Francisco and
Santa Clara, in early evening hours, and translation services provided in Spanish and Vietnamese.
Results revealed that 41 mobile coaters attended the schools, 36 operations were registered, 30 were
registered with a discount, $2,100 collected in initial registration fees, and $1,500 in discounts were
provided to ICS attendees. She noted staff received numerous email and calls thanking the District for
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holding the schools and recognized Megan Harris for her work in coordinating and attending the
schools.

Ms. Coler said staff are pleased with the success of Phase | and are ready to move onto Phase Il of the
pilot. She noted that Regulation 8, Rule 20 was amended November 19, 2008 which impacts all
graphic art printing operations. A new requirement allowed a registration requirement in lieu of
obtaining a permit for low usage operations. There are new recordkeeping, labeling and lower VOC
requirements. She discussed registration fees, outreach to graphic art operators, and said 13 businesses
have registered to date. Staff estimates less than $3,500 in loss of fee revenue. They would start
holding classes in the March/April timeframes.

A workshop will be held next Monday on the District’s Fee schedule, and staff provided input to
provide for the possible expansion of the pilot program incentives by providing a potential discount on
registration fees for those who attend industry compliance schools.

Chairperson Wagenknecht questioned if there was a possibility of the District receiving a grant for
covering the shortfall in revenue. Mr. Wee said not at this time; it is discretionary and the programs
together should be less than $5,000.

Director Mar questioned what phase the dry cleaning industry would be addressed and if Cantonese is
one of the languages for some of the industries. Ms. Coler said one option is to see the outcome of the
fee proposal and dry cleaning operators may be brought in during Phase I11. As staff conducts schools,
the appropriate translating services would be provided according to the audience by either staff or
outside services.

Director Spering voiced support for the program and asked to see a stronger emphasis on why the
District is holding the schools; what are the benefits to people, participants, and to communities. He
also supported the raising of fees to cover costs and expansion of schools in the future. Ms. Coler said
staff can spend more time explaining benefits of public health in the next phase.

Director Torliatt echoed comments of Directors, and asked for information on the total number of
mobile coaters and art graphic operators in the Bay Area, and Ms. Coler agreed to provide this
information.

CLOSED SESSION:

The Board of Directors adjourned to Closed Session at 10:38 a.m.

5. Conference with Labor Negotiators (Government Code § 54957.6(a))
Agency Negotiators: Jack P. Broadbent, Executive Officer/APCO
Jack M. Colbourn, Director of Administrative Services

Employee Organization: Bay Area Air Quality Management District Employees’
Association, Inc.

OPEN SESSION:

The Board of Directors reconvened the Regular Board Meeting at 11:25 a.m. District Counsel Brian
Bunger stated there was no reportable action taken in Closed Session.

OTHER BUSINESS

6. Report of the Executive Officer/APCO



Executive Officer/APCO Jack Broadbent gave an overview of the Winter 2009-10 PM2.5 Season,
stating that the District had 6 days over the federal standard, and that the District had called 7 Winter
Spare the Air Alerts. In response to Director Torliatt, Mr. Broadbent noted the highest reading seen
was in San Rafael at 47 micrograms, where the standard is 35 micrograms, in January 2010.

Mr. Broadbent said at the next Board meeting, staff will provide a review of the WSTA program to
the Board. Mr. Broadbent then introduced Mr. Damian Breen to provide an update about the District’s
Port drayage truck retrofits/replacements.

Director of Strategic Incentives, Damian Breen, provided a status report on Port truck
retrofit/replacement program at the Port of Oakland, as follows:

Retrofits:

e 635 devices installed

e 170 on order for February
Replacements:

e 38 trucks replaced

e 149 on order for March

He discussed the Supplemental Program, as follows:

1/1/10: Up to $11 million available: $3 million in locomotive funds and $8 million in Year 2 I-
Bond funding; $5,000 for truck retrofits and $50,000 for truck replacements;

1/8/10: 786 applicants requested supplemental funding

2/5/10: 597 applicants provided proof of financing and staff is still working with 158 others

2/19/10: Applicants pre-inspected by the Air District

2/26/10: Contracts executed with applicants

4/30/10: All retrofits and replacements in place

7. Chairperson’s Report

Chairperson Wagenknecht requested information be forwarded to the Board on the various county
meetings on update of CEQA guidelines and asked that Directors attend meetings in their respective
jurisdictions. Mr. Broadbent agreed to email the information out to Directors.

Chairperson Wagenknecht announced the cancellation of the March 3, 2010 Board of Directors
meeting.

8. Time and Place of Next Meeting: Regular Meeting - Wednesday, March 17, 2010, 9:30
a.m., 939 Ellis Street, San Francisco, CA 94109.

9 Adjournment: The Board of Directors Meeting adjourned at 11:30 a.m.

/st Lisao Howper
Lisa Harper
Clerk of the Boards



