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FRIDAY, JUNE 5, 2009
Notice having been duly given, the regular meeting of the South Coast Air Quality Management District Board was held at District Headquarters, 21865 Copley Drive, Diamond Bar, California. Members present:

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

Supervisor S. Roy Wilson, Ed.D., Vice Chairman

County of Riverside

Supervisor Michael D. Antonovich
County of Los Angeles

Councilman Michael A. Cacciotti
Cities of Los Angeles County – Eastern Region


Supervisor Bill Campbell


County of Orange

Ms. Jane W. Carney 

Senate Rules Committee Appointee

Supervisor Josie Gonzales
County of San Bernardino

Mayor Ronald O. Loveridge
Cities of Riverside County
Dr. Joseph K. Lyou

Governor’s Appointee

Councilwoman Jan Perry  (arrived at 9:20 a.m.)
City of Los Angeles
Mayor Miguel A. Pulido

Cities of Orange County

Councilwoman Tonia Reyes Uranga 

Cities of Los Angeles County – Western Region


Mayor Dennis R. Yates 

Cities of San Bernardino County
CALL TO ORDER:  Chairman Burke called the meeting to order at 9:05 a.m.
· Pledge of Allegiance: Led by Mayor Yates.
· Opening Comments

Dr. Barry R. Wallerstein, Executive Officer.  1) Recommended, as in past practice, that Items No. 37 (FY 2009-10 AQMD Budget) and No. 38 (Proposed Amendments to Regulation III – Fees) be combined as one public hearing.  2) Recommended continuing the public hearing on Item No. 39 (Amend Rule 317 – Clean Air Act Non-Attainment Fees) to the July 10, 2009 Board meeting pending issuance of a formal written opinion from EPA by June 30, 2009, as to a provision in the San Joaquin Valley APCD similar to the Option II provision in PAR 317 proposed by staff, pursuant to Board direction at its April 3, 2009 meeting, that would essentially exempt equipment that is at BACT.  3) Noted that when the Board approved the requirements for paint thinners (Rule 1143) at its March 5, 2009 meeting, staff was asked to work with the fire departments to address their concerns with the rule requirements.  Staff had hoped to provide a status report to the Board at this time; however, a follow-up meeting with the fire departments is scheduled for June 12, 2009.  Therefore, staff will present a status report on the issue to the Board at its meeting on July 10, 2009.
CONSENT CALENDAR 
1.
Minutes of May 1, 2009 Board Meeting

2.
Issue Purchase Order for Laboratory Information Management System and Approve Budget Transfer
3.
Issue Purchase Orders for Purchase of Compressed Gases and Cryogenic Liquids
4.
Issue Purchase Orders for Purchase of Compressed U.S. EPA Protocol Calibration Gases, Ultrapure Air, and Other Gases Needed for Satisfying
Federal Air Monitoring Program Requirements
5.
Approve Implementation Procedures for Carl Moyer On-Road Heavy-Duty Vehicle Voucher Incentive Program
6.
Execute Contract to Conduct Performance Evaluation Program on 
Ambient Air Monitors
7.
Adopt Resolution Recognizing 2009 State DERA-Funded Lower-Emission School Bus Retrofit Program Funds, Approve Grants to Retrofit School 
Buses with Particulate Traps, and Approve Back-up Funds and List of 
Back-up Retrofit Projects for the DERA Funds

8.
Execute Contract to Cosponsor Battery Electric Class 4 Truck 
Demonstration Project

9.
Issue RFPs for Technical Assistance for Advanced, Low- and 
Zero-Emissions Mobile and Stationary Source Technologies and 
Technical Assistance for Implementation of Incentive Programs

10.
Recognize Revenue from Green Tech Connect Forum, Authorize 
Executive Officer to Approve Conference Expenditures, and Execute 
Contract for Online Registration Services

11.
Execute Truck Fleet Modernization Contracts for Carl Moyer Program 
and Switch Source of Funds in Carl Moyer Program Contracts 
Between SB 1107 Funds and AB 923 and AB 923 Interest Funds

12.
Issue Program Announcement for Local Government Match Program - 
Tree Partnership
13.
Amend Contract with Technical and Business Systems, Inc. for Air 
Pollutant Measurements Aloft
14.
Amend Contract with Technical and Business Systems, Inc. to Provide 
Technical Support for AQMD Coachella Valley Meteorological Network
15.
Appoint Members to AQMD Hearing Board
16.
Establish List of Prequalified Legal Counsel to Provide Employee and 
Labor Relations Legal Services
17.
Appropriate Funds from Designation for Litigation and Enforcement 
and Authorize Amending/Initiating Contracts with Outside Counsel
18.
Issue RFP for Operation of Diamond Bar Headquarters Cafeteria
19.
Issue RFP to Prequalify Consultants for Assistance Preparing 
California Environmental Quality Act Documents and Other 
CEQA-related Technical Analyses
20.
Public Affairs Report

21.
Hearing Board Report

22.
Civil Filings and Civil Penalties Report

23.
Lead Agency Projects and Environmental Documents Received by AQMD

24.
Rule and Control Measure Forecast

25.
Status Report on Major Projects for Information Management Scheduled 
to Start During Last Six Months of FY 2008-09

26.
Report on Coordination Efforts Between AQMD and Five Local Clean Cities Coalitions
MOVED BY WILSON, SECONDED BY YATES, AGENDA ITEMS 1 THROUGH 26 APPROVED AS RECOMMENDED, ADOPTING RESOLUTION NO. 09-17, Recognizing and Accepting the Terms and Conditions of the 2009 State DERA-Funded Lower-Emission School Bus Program, BY THE FOLLOWING VOTE:

AYES:
Antonovich, Burke, Cacciotti, Campbell, Carney, Gonzales, Loveridge, Lyou (except Item #17), Pulido, Reyes Uranga, Wilson, and Yates.

NOES
:
None.

ABSTAIN:
Lyou (Item #17 only).

ABSENT:
Perry.
27.
Items Deferred from Consent Calendar – none.
BOARD CALENDAR

28.
Administrative Committee 
29.
Investment Oversight Committee
30.
Legislative Committee
31.
Mobile Source Committee

32.
Stationary Source Committee

33.
Technology Committee

34.
Mobile Source Air Pollution Reduction Review Committee

MOVED BY REYES URANGA, SECONDED BY CACCIOTTI, AND UNANIMOUSLY CARRIED (Absent:  Perry), AGENDA ITEMS 28 THROUGH 34 APPROVED AS RECOMMENDED, RECEIVING AND FILING COMMITTEE REPORTS AND ADOPTING THE FOLLOWING POSITIONS ON LEGISLATION AND PRINCIPLES:
Bill/Title                                                                     Recommended Position
SB 811 (DeSaulnier) Vehicles: Specially                   Support
Constructed Vehicles
AB 859 (Jones) Smog Check: Annual Inspection:     Support
Repair Assistance Program
Recommended Principle                                        Recommended Position
Revised policy recommendations for Principles       Approve Policy 
for American Clean Energy and Security Act            Recommendations
of 2009 (Waxman-Markey)
Proposed South Coast AQMD Statement of             Support with amendments
Principles regarding Enhanced Vapor 
Recovery (EVR) Requirements of CARB
BOARD CALENDAR (Continued)

35.
California Air Resources Board Monthly Report

36.
Report to Legislature and CARB on AQMD’s Regulatory Activities for Calendar Year 2008


Copies of an errata sheet for Item No. 36, setting forth the following revisions to the recommended actions, were distributed to Board members and made available to the public.

“RECOMMENDED ACTIONS:

1. Receive and file the attached report, and direct staff to forward the final report to the Legislature and the California Air Resources Board.

2. Direct the Executive Officer to make non-substantive revisions to the attached report, as necessary, before final submittal.”

MOVED BY CARNEY, SECONDED BY WILSON, AND UNANIMOUSLY CARRIED (Absent:  Perry), AGENDA ITEMS 35 AND 36 APPROVED AS RECOMMENDED:
1) RECEIVING AND FILING THE CARB MONTHLY REPORT; AND 
2) RECEIVING AND FILING THE REPORT TO THE LEGISLATURE AND CARB ON AQMD’S REGULATORY ACTIVITIES FOR CALENDAR YEAR 2008; DIRECTING STAFF TO FORWARD THE FINAL REPORT TO THE LEGISLATURE AND THE CALIFORNIA AIR RESOURCES BOARD; AND DIRECTING THE EXECUTIVE OFFICER TO MAKE NON-SUBSTANTIVE REVISIONS TO THE REPORT, AS NECESSARY, BEFORE FINAL SUBMITTAL.
PUBLIC HEARINGS
37.
Adopt Executive Officer's FY 2009-10 AQMD Budget and Work Program
38.
Amend Regulation III – Fees


At staff’s recommendation, the Board combined the public hearings on Agenda Items 37 and 38; and the public hearing was opened.


Rick Pearce, Chief Financial Officer, gave the staff report on Agenda Item No. 37.  The AQMD expects to have 20 to 30 retirements per year over the next four years, which will provide the agency the opportunity to readjust staffing levels and to restructure programs without relying on layoffs.  The Board has been prudent in its management of District expenditures.  Also, as in past years, staff expects to underspend the budget by approximately five percent.  


Dr. Wallerstein emphasized that, consistent with the direction staff received at the recent Board retreat, adjustments were made to the staff proposal so that there is no net increase in FTEs contained in the budget.  In addition, staff was not recommending an across-the-board fee increase for the next fiscal year.  He indicated that staff could provide to the Board a detailed presentation on the half-dozen alignment of fees proposed.

Dr. Lyou noted for the record that he had extracted a concession of the Executive Officer that the “Customer Service” program category will be re-named in next year’s budget as “Customer Service and Business Assistance.”

Ms. Carney indicated that the proposed budget and fee adjustments were discussed in detail at the Board retreat on May 15, 2009; and staff waived the oral report on Agenda Item 38.

The one individual who submitted a card to speak on the items waived comment.  There being no other requests from the public to speak, the public hearing was closed.
MOVED BY YATES, SECONDED BY PULIDO, AND UNANIMOUSLY CARRIED (Absent:  Perry), THE FOLLOWING ACTIONS ON AGENDA ITEMS 37 AND 38 APPROVED AS RECOMMENDED BY STAFF.

1) REMOVE FROM RESERVES AND DESIGNATIONS ALL AMOUNTS ASSOCIATED WITH THE FY 2008-09 BUDGET;

2) APPROVE TOTAL APPROPRIATIONS OF $131,692,629;
3) APPROVE A PROJECTED JUNE 30, 2010 RESERVES AND DESIGNATIONS FUND BALANCE OF $32,033,055 AND TOTAL UNDESIGNATED OF $20,910,282;
4) APPROVE TOTAL REVENUES OF $131,692,629;
5) ESTABLISH THE CEQA GREEN HOUSE GAS MITIGATION FUND AND RECOGNIZE REVENUE OF $1,500,000 FROM CHEVRON PRODUCTS COMPANY TO OFFSET GREEN HOUSE GAS EMISSIONS AS PART OF THEIR PRO+ MITIGATION MONITORING PLAN;

6) APPROVE THE CHANGE TO THE ADMINISTRATIVE CODE SECTION 120.2 – REQUESTS FOR TRAVEL EXPENSES AND REQUIRED RECEIPTS FOR AQMD EMPLOYEES WHEN UTILIZING PUBLIC TRANSPORTATION WHERE A RECEIPT IS NOT AVAILABLE;

7) DELETE OBSOLETE POSITION CLASSES FROM AQMD’S CLASSIFICATION PLAN; AND
8) ADOPT RESOLUTION NO. 09-18, AMENDING REGULATION III - FEES, INCLUDING RULES 301, 303, 304, 306, 307.1, 308, AND 313 AND CERTIFYING THE NOTICE OF EXEMPTION FROM THE REQUIREMENTS OF CEQA.
39.
Amend Rule 317 – Clean Air Act Non-Attainment Fees


Mr. Bill LaMarr, Executive Director of California Small Business Alliance, addressed the Board with respect to staff’s recommendation to continue the public hearing on this item.  Mr. LaMarr asked that staff consider involving the stakeholders in one or two meetings before the July 10 Board meeting to address any matters of concern and possibly avoid another continuance.
MOVED BY WILSON, SECONDED BY PULIDO, AND UNANIMOUSLY CARRIED (Absent:  Perry), PUBLIC HEARING TO AMEND RULE 317 CONTINUED TO THE JULY 10, 2009 BOARD MEETING.

(Ms. Perry arrived at 9:20 a.m.)

40.
Adopt Proposed Rule 433 – Natural Gas Quality


Laki Tisopulos, Asst. DEO of Planning, Rule Development, and Area Sources, gave the staff presentation; and noted that copies of an errata sheet reflecting changes to subparagraphs (d)(1)(A), (d)(1)(E) & (f)(1) of the proposed rule that were suggested by Southern California Gas Company (SoCalGas) were distributed to Board members and made available to the public.


Councilwoman Perry indicated that, out of an abundance of caution and upon the recommendation of General Counsel, she would recuse herself from voting on this item, as she received campaign contributions from Sempra Energy in 2008.

Mayor Pulido indicated that he has a financial interest in a company, Firm Green Inc., which could be indirectly impacted by PR 433; and although there is no direct connection, he thought it best, out of an abundance of caution, that he not participate in the Board’s deliberation on this item.  He, therefore, recused himself and left the meeting room.

In response to a question by Supervisor Campbell regarding SoCalGas’s written comments to the Board, specifically with regard to a change made by staff to the staff report, Dr. Tisopulos clarified that they were commenting on a paragraph in the Board letter and in the staff report that caused concern; and, thus, staff was recommending to clarify portions of the Board letter, as follows:
  “A consultant for SoCalGas has already prepared an estimate of the impact of LNG-derived natural gas on emissions of natural gas-fired equipment in AQMD.  The proposed rule would require a similar, but more detailed, estimation of emission impacts annually.  it to be updated annually based on new information.”  

Dr. Tisopulos further explained that the analysis that was provided by the consultant looked at the basin as a whole, as one Btu district.  Staff proposes they conduct a similar analysis on each Btu district; however, they argue that they do not have an end-user equipment distribution that is associated with each district.  Understanding that, staff is willing to work with them and provide them with whatever information the District has available.  The analysis they will be conducting is more detailed than the analysis conducted by the AQMD.  Since they know who their customers are, and what fraction of the gas goes to the residential versus industrial or commercial sector, they may be in a better position than District staff to make judgments, better assumptions, and derive a reasonable methodology.
Dr. Wallerstein added that the District also wants to get their thoughts on the emissions inventory estimate and to see what their numbers are; and, hopefully, concur.  In the past, AQMD’s estimate and SoCalGas’s have differed on this issue.  With the adoption of this regulation, however, better data will be obtained regarding how much gas comes into the basin, the location of where it goes, and where it burns, which is significant to the ozone modeling.  If SoCalGas provides AQMD with an estimate, there is no penalty if the District’s experts disagree with their number.
Supervisor Antonovich inquired as to who would be held accountable for the fuel quality; whether it would be the end user, the distributor, or the fuel provider.
Dr. Wallerstein responded that staff believes there is a possibility that if this gas comes from Mexico into the South Coast, it may cause certain equipment to potentially violate AQMD regulations.  If this is determined to be the case, staff would then come back to the Board for consideration as to who should be held responsible.
Dr. Lyou asked for the staff’s position on changing the proposed rule’s definition of Liquefied Natural Gas, which he felt was awkward, to be more consistent with the request of SoCalGas and also what people generally think of as Liquefied Natural Gas.  Dr. Tisopulos indicated that staff would have no objection with making that change to the rule.
Indicating that the rule requires monitoring for NOx, CO and VOC, 
Dr. Lyou wondered if other pollutants might be of concern to monitor also, especially carbon dioxide and, if practical, particulate matter.
In response, Dr. Wallerstein noted that, at this point, staff believes NOx, CO and VOC are the three principal pollutants of concern.  Once staff receives the data, they can have further discussions with SoCalGas, if it becomes appropriate, to add other pollutants.  Staff would bring that issue to the Board at a later date as part of one of the annual reports included in the staff proposal.  Regarding the carbon dioxide monitoring, staff believes a calculation could be done once the data on the gas makeup is obtained.
In response to a question by Councilwoman Reyes Uranga, Dr. Tisopulos clarified that the Rule does not automatically sunset in 2012; it is a commitment to come back to the Board and share the information received and discuss whether or not to continue with the Rule.
In response to Supervisor Gonzales, Dr. Wallerstein indicated that staff has had discussions with SoCalGas about dilution or cleanup of the gas such that it would keep the Wobbe Index (WI) in the range that staff believes necessary to ensure no increase in emissions.  Staff looked at what that would do to the cost of the gas and found a negligible increase, considering the fact that the price of this imported gas plus cleaning it up would produce an overall cost, as he recalled, less than the cost of gas today.  Nonetheless, the gas company is not going to invest to clean it up until there is a requirement to do so.  SoCalGas, he pointed out, will say that they are still not convinced the new supply is going to cause an emissions increase; and that issue will be settled by this Rule.

The pubic hearing was opened, and the Board heard testimony from the following individuals.
LEE WALLACE, Southern California Gas Company






Expressed opposition to Proposed Rule 433 for the following reasons:  (i) concerned with the District’s ability to support the legal findings for the rule, including the required authority and feasibility findings;  (ii) belief that this should be a joint research project and not a rule;  (iii) they see no technically feasible way to implement and comply with the new methodology put forth by District staff for determining district-wide emission estimates;  and (iv) the requirements of the LNG rollout plan, subparagraph (d)(4) of the proposed rule, are too open ended, listing some elements, but also stating it would “not be limited to” these elements.
Commented that they spent nearly three years in San Diego working with the air district staff there trying to provide them with an emissions analysis; and at the end of the process, the San Diego staff thanked them for their work, and indicated they had not reached agreement yet but would not be able to use the estimates that they provided because they came from the gas company.  SoCalGas believes the same could happen in South Coast; and that all this work that they are going to be doing, ultimately District staff would have to do.  They are willing to work with District staff to provide the equipment emissions analysis and to try to provide what information they have about inventory; and they would like to work on this as a joint research project instead of a rule.  With regard to what would happen if they were restricted in terms of the maximum WI of 1360, they conducted an analysis and filed it in 2007, and estimated that it would add $300 million per year to the customer’s cost in gas by having to replace that gas at a range of 1360 to 1385.  What they are trying to do, therefore, is make the rollout plan address the problems of the equipment, eliminate those problems, and still be able to have this gas available for customers and keep the cost low.  (Submitted Written Comments)
Dr. Wallerstein indicated that he was prepared to recommend deleting the “but not limited to” phrase in subparagraphs (d)(4) and (d)(5) of the proposed rule to address that concern raised by SoCalGas.  

MARTIN SCHLAGETER, Coalition for Clean Air





Expressed the Coalition’s long standing concerns about quality of gas and the emissions impacts;  believe it is very timely that the Board adopt this Rule and move forward with setting up the monitoring and collecting the data before this gas is rolling in to the basin; and at that point Rule 433 sets up the ability to get to questions about what to do about it, should there be a problem. 
HANS LAETZ, Pacific Environment/Ratepayers for Affordable Clean Energy


Commented that the State PUC in 2006 opened the door for LNG and, at the same time, acknowledged that there were significant data gaps.  There has not been any assurances as to where the gas being imported from Mexico will come from, Russia, Indonesia, Qatar; it is an open market. Gas from different places all have different qualities, we do not know if it will be of a consistent quality, and it is important to know how this gas is going to impact California’s air quality.
ADRIAN MARTINEZ, Natural Resources Defense Council





Commented that the NRDC and other groups participated in the development of the Air Quality Management Plan, and are aware that this Rule was in that Plan.  Believe the big issue is there are data gaps that the staff and others need to fill, and that will provide the appropriate data for the AQMD to create some policy prescription.  Maybe it is doing nothing, maybe it is doing something; however, the District can not make that determination until it gets the information.

JESSE MARQUEZ, Coalition for a Safe Environment







Expressed support for the proposed rule and agreed with AQMD legal staff that the agency does have the legal authority for this rule.  Expressed support for the annual emission impact estimates and reporting as proposed; however, believes the rule should not sunset but should stay in effect during the entire time that any type of foreign natural gas is being imported here.  Expressed concern regarding monitoring, recordkeeping and reporting in situations of equipment breakdown or malfunction; and suggested adding to the Rule a requirement for a contingency plan to replace or repair monitoring equipment within 48 hours.  Also, if there was a malfunction or breakdown, they would want there to be an estimate of what those emissions were during that time; and if the equipment did malfunction or break down and there was a spike in emissions, it should be reported that a spike did, in fact, occur.

Dr. Wallerstein indicated that staff would recommend the suggestions by Mr. Marquez be part of future consideration.
JIM STEWART, Sierra Club, Los Angeles and Orange Counties




Expressed support for the proposed rule, stressed the importance of monitoring the gas and protecting our air quality, and urged the Board to adopt as proposed by staff without delay.

There being no further public testimony, the public hearing was closed.
Mayor Yates expressed concern that, if PR 433 inconveniences SoCalGas because of the requirements they are being asked to adhere to, they could easily bypass this region with the “hot gas” and send it to other parts of California.  He asked staff whether CARB would then go on alert or try to form a statewide rule that this gas would be channeled to areas that do not fall under our purview.
Dr. Wallerstein indicated that CARB expressed concern about this issue a number of years ago from a motor vehicle fuel perspective, but quickly pointed out that stationary sources are primarily the responsibility of local air districts.  

Ms. Carney commented on the importance of this Rule because natural gas has been such an important part of the District’s strategy in cleaning up the air in this basin.  The AQMD has taken many steps to promote the use of natural gas as an alternative to more polluting technologies and fuels; and if we are not careful about the quality of the natural gas, the agency could undo what it has been trying to do with these other rules.  Everyone understands why a private industry prefers not to be regulated and would prefer to have a cooperative process; however, the Board also hears the concerns of the public, and the importance of this as a rule is that it increases the transparency and gives the public a better opportunity to see what is going on.
MOVED BY YATES, AND SECONDED BY CACCIOTTI, TO APPROVE THE ITEM, ADOPTING RULE 433 AS RECOMMENDED BY STAFF. 

Dr. Lyou asked for clarification on the modifications to the staff proposal, which he understood to be those set forth in the errata sheet and the deletion of the phrase “but not limited to” from two sections of the rule, as staff has recommended.  Mayor Yates indicated that those modifications would be included in his motion.

Dr. Lyou suggested also the following modification to Subparagraph (c)(3) of the Rule, the definition of Liquefied Natural Gas:  
“(3)
LIQUEFIED NATURAL GAS (LNG) is natural gas that has been converted to a liquid state for shipment by a marine vessel and then converted back to a gaseous state for delivery to a natural gas distribution system.”


Staff indicated no objection to the suggested modification, and Mayor Yates agreed to incorporate that modification in his motion as well.
Supervisor Campbell asked that staff address what Mr. Wallace referred to in their experience with San Diego, in which the San Diego air district stated it could not use any of the information prepared by the gas company, and would have to do the evaluation themselves.  He questioned if the District was going down a similar path.

Dr. Wallerstein responded that was not the District’s intent.  Staff is hopeful of getting a good estimate from SoCalGas, and then using that and incorporating it into the AQMP.  Dr. Lyou added that this is not any different from what the AQMD does in terms of emissions estimates received from facilities both on criteria and toxic emissions; and staff just checks to make sure we are in agreement with what they have estimated.
THE MOTION BY YATES, AND SECONDED BY CACCIOTTI, TO APPROVE ITEM NO. 40, ADOPTING RESOLUTION NO. 09-19, ADOPTING RULE 433 AND CERTIFYING THE EXEMPTION FROM CEQA REQUIREMENTS AS RECOMMENDED BY STAFF, WITH THE MODIFICATIONS TO RULE 433 AS SET FORTH BELOW, WAS CARRIED UNANIMOUSLY (Absent: Perry and Pulido).
Modification to page 3, 4th paragraph of the Board letter:

A consultant for SoCalGas has already prepared an estimate of the impact of LNG-derived natural gas on emissions of natural gas-fired equipment in AQMD.  The proposed rule would require a similar, but more detailed, estimation of emission impacts annually.  it to be updated annually based on new information.”  

Modifications to the Rule 433 language:

Subparagraph (c)(3),
“LIQUEFIED NATURAL GAS (LNG) is natural gas that has been converted to a liquid state for shipment by a marine vessel and then converted back to a gaseous state for delivery to a natural gas distribution system.”
Subparagraph (d)(1)(A),

“Locations in the operator’s distribution system at which the WI will be monitored, not to exceed eleven in total for any single operator;”

Subparagraph (d)(1)(E),

“Locations (not to exceed eleven in total for any single operator) and frequency at which the quantities of natural gas delivered by high-pressure transmission pipelines to end users within the District will be compiled and recorded;”

Paragraph (d)(4), LNG Rollout Plan,

“All operators shall submit to the Executive Officer for written approval and shall implement a LNG Rollout Plan, which shall include, but not be limited to, the following: …”

Paragraph (d)(5), LNG Rollout Plan Amendment,

“.. Changes that require plan amendments include, but are not limited to, changes to future planned equipment testing, or customer education within the District.”

Paragraph (f)(1), Monitoring, Recordkeeping and Reporting,

“…Any single operator shall not be required to monitor gas quality or quantity at more than eleven locations.”
41.
Amend Rule 1401 - New Source Review of Toxic Air Contaminants to Add Cancer Risk Value for Ethyl Benzene

Staff waived a formal presentation on the item.  The public hearing was opened; and, there being no requests from the public to speak on the item, the public hearing was closed.

MOVED BY YATES, SECONDED BY LYOU, AND UNANIMOUSLY CARRIED (Absent:  Perry), AGENDA ITEM NO. 41 APPROVED, ADOPTING RESOLUTION NO. 09-20, CERTIFYING THE FINAL ENVIRONMENTAL ASSESSMENT FOR THE PROPOSED AMENDMENT AND AMENDING RULE 1401, AS RECOMMENDED.

42.
Annual Report for 2008 on AB 2588 Air Toxics Hot Spots Program

Staff waived a formal presentation on the item.  The public hearing was opened; and, there being no requests from the public to speak on the item, the public hearing was closed.

Dr. Lyou expressed his concern, when looking at how the District approaches air toxics and risk assessment, that we do not have a way to incorporate indirect sources such as truck emissions and that cumulative impacts are not considered in this process.  By not doing that, it seemed to him that it takes away from the true meaning of what the District is doing on a facility-by-facility basis; and he hoped it is an issue that can be addressed through the Clean Communities Plan.

MOVED BY YATES, SECONDED BY CACCIOTTI, AND UNANIMOUSLY CARRIED, AGENDA ITEM NO. 42 APPROVED, RECEIVING AND FILING THE Annual Report for 2008 on THE AB 2588 Air Toxics Hot Spots Program, AS RECOMMENDED.

OTHER BUSINESS

43.
CARB Proposition 1B Grant Agreements and Administrative Costs Update


Matt Miyasato, Asst. DEO of Technology Advancement, gave the staff presentation.  This item, which relates to the administrative costs associated with Proposition 1B grant agreements, is being brought to the Board’s attention because it was recently approved by the CARB Board and staff felt they did not address the issues related to the AQMD and other air districts.  Staff is, therefore, seeking the Board’s guidance.  
Proposition 1B was approved by the voters to provide one billion dollars for goods movement, improvements throughout the State, as well as $200 million for school bus improvements.  The AQMD fought hard and was successful in securing 55 percent of those funds in the first year allocation to come to the South Coast Inland Empire region.  The District also secured $13 million of early grant funding that applied to clean up diesel drayage trucks, as well as 132 LNG-drayage trucks.  The District was also granted a $70 million of the $200 million statewide for school bus improvements to replace pre-1987 school buses as well as adding particulate traps.  The CARB Board approved their guidelines and also early grants as well as the grants in March and April, but because of the State budget crisis, they suspended the program in December of 2008.  
With the sale of general obligation bonds through the State, they are now re-initiating the Proposition 1B program; and $90 million of that will be going to goods movement, $47 million will be allocated to the ports of Los Angeles and Long Beach for their drayage truck program, $2.5 million to the AQMD itself for our intermodal rail yard activities.  Again, 55 percent of the whole State’s allocation will be coming to the South Coast region, as well as 62 percent for school bus grants coming to the South Coast.  There are two issues associated with the re-initiation of that program, however; namely, the administration of the Ports Clean Truck Program, as well as the implementation costs associated with the program.  
On May 28, 2009, CARB approved the re-initiation of the Proposition 1B program.  District staff testified before the CARB Board at that time; however, they did not address the issues that were raised by staff.  Specifically, for the Ports’ Clean Truck Program, $98 million was originally granted in 2008; they are now granted $47 million under the re-initiation.  However, they have not spent any of those funds, and CARB attributes that to their tariff or gate fees on cargo that goes in and out of the ports.  CARB has, therefore, requested the ports change their policy which gives preference to cleaner alternative fuels or that the ports allow the AQMD to administer the program.  The ports policy is that diesel vehicles are subject to a $70 tariff fee per 40-foot container; and natural gas vehicles are exempt from those fees.  CARB contends that this is a hardship on the truck owner.  If the fees are administered by another entity, such as AQMD, or the truck operators find their own financing, then both diesel and natural gas trucks are exempt from those fees.  Subsequently, the ports have requested that the AQMD administer the program. 
The Proposition 1B funds can be used for both cleaner diesel vehicles and for natural gas vehicles.  Proposition 1B guidelines base the awards on cost-effectiveness, and up to $50,000 can be awarded per truck.  That cost-effectiveness, however, is based on the emissions reduction that they would receive from replacing an older truck, times the mileage.  While natural gas trucks are significantly cleaner than diesel trucks, natural gas trucks are also more expensive, on average by about $50,000.  There are, however, incentives for natural gas.  For example, the owner would be eligible for a tax incentive for an alternative fuel vehicle of about $32,000.  There is also a fuel savings; natural gas is about a $1 cheaper than the diesel gallon equivalent.  The ports have also suggested putting in a green line; that is, they would give preference and priority to the natural gas trucks.  The licensed motor carriers have also given preference to natural gas vehicles, and those drivers are able to do more jobs.
Staff is proposing that the AQMD would apply any stimulus funding received to incentivize natural gas trucks; and the agency also received a $7.5 million earmark through the EPA, which will go towards implementing natural gas trucks.  In addition, the Port of Los Angeles and Port of Long Beach have each committed to provide $5 million of their funding to go towards incentivizing natural gas in their region.  The District would use the Proposition 1B $50,000-per-truck and add on to it additional funds through EPA or our own funds, to bring the incentive total to approximately $90,000.  However, the issue is that, although CARB allows the addition of other funds, that does not impact the cost-effectiveness; and all awards are based on this cost-effectiveness, despite lower GHG and NOx emissions.  This is a concern because it is easy for these truck operators to do what they have always done, rely on diesel.  The fear is that, despite the District’s efforts and a policy by this Board and the ports to incentivize the cleanest available technology, we will still see a lower application for natural gas.

The final issue is the source of funding for the re-initiation of Proposition 1B, typically general obligation bonds sold by the State.  In this case, however, the first available funds that CARB is using are from federally-backed bond sales, which are not to be used for anything other than capital costs.  Thus, CARB’s interpretation is they cannot use these funds for implementation of the program; it can only used for hardware.  Staff estimates that, combining the school bus funding, the intermodal yard funding as well as Proposition 1B funding, the costs for administering those programs would be approximately $3.5 million.  Staff is suggesting several options, one of which is to use Clean Fuels funds to help implement the program while the District seeks reimbursement from CARB or negotiate with CARB for them to use another source of their funds, such as 
AB 118, to recoup those administrative costs.
Staff presented several recommendations:  1) The AQMD Board meet with the Boards and commissions of the Ports of Los Angeles and Long Beach, as well as CARB, to go over the policy implication of their Proposition 1B awards; that is, they should indeed be supporting the cleanest available technology.  2) Allow the District, through the Executive Officer, to enter into a memorandum of understanding with both ports to administer the Ports Clean Truck Program, and that the District receive $47 million from CARB for the Proposition 1B program and $10 million from the Ports for incentivizing natural gas trucks.  3) Recognize and receive the $7.5 million earmark through EPA; and, for any future funds that the AQMD receives from the stimulus package, that the Board allow staff to apply that to the Ports Clean Truck Program to again incentivize the cleanest available technology.  4) The Board approve the use of Clean Fuels funds for the implementation of these programs.

Mayor Pulido recommended referring this item to the Board’s Port Committee, expressing his concern that if the Board does not fully understand the situation, it could be placing the agency in a difficult political situation related to the ports; and that if the Board has a fuller understanding and a strong policy from the Port Committee, it will be easier to implement all that needs to be done.

Dr. Wallerstein pointed out the need to respond back to CARB that the AQMD is willing to administer this program, and recommended that the Board authorize staff to do this now.  Staff is concerned that if the District does not give CARB an affirmative response, the money will go elsewhere, such as the San Joaquin Valley APCD.  At the same time, staff believes there needs to be some members of the District’s Board sitting down with some members of the CARB Board to resolve this issue about allocating half the money to support natural gas vehicles.

Chairman Burke suggested accepting the money today, and then have the Port Committee sit down with the appropriate people at CARB, at a publicly noticed meeting, and work on resolving this issue.

Councilwoman Reyes Uranga recommended, regardless of how this works out with the administrative costs, that the Ports pick up a share of the criticism.  Concurring with Mayor Pulido’s comments, she suggested, whether the Board approves this item today or not, there needs to be some discussion of how the District is going to tackle this issue publicly and administratively.


There was one request from the public to speak on this item.  Mr. Jesse Marquez, of Coalition for a Safe Environment, expressed opposition to the proposal by staff.  He commented that this should be a public hearing process, and that the Ports of Los Angeles and Long Beach have not agendized this matter and placed it for a public discussion.

With the understanding that the Board’s Port Committee would be actively involved in addressing this issue,

MOVED BY PULIDO, SECONDED BY ANTONOVICH, AND UNANIMOUSLY CARRIED, APPROVED THE FOLLOWING RECOMMENDATIONS BY STAFF ON AGENDA ITEM 43:
· Request interagency meeting at Board-level to discuss policy implications for LNG trucks
· Enter into a MOU with two Ports for AQMD to administer the Ports Clean Truck Program, receive the $47M Proposition 1B funds from CARB, and receive $10M from Ports for LNG trucks
· Recognize and receive the $7.5M federal earmark and any future ARRA funds to apply toward Ports Clean Truck Program for LNG trucks
· Approve use of up to $3.5M Clean Fuels funds to cover staff implementation costs* while seeking reimbursement from CARB

* These activities include pre- and post-project inspections, proposal evaluation and cost-effectiveness calculations, SOW writing, enforcement, and project monitoring and reporting.
PUBLIC COMMENT PERIOD – (Public Comment on Non-Agenda Items, Pursuant to Government Code Section 54954.3)


There was no public comment on non-agenda items.
CLOSED SESSION 

The Board recessed to closed session at 11:10 a.m., pursuant to: 
Government Code section 54956.9(a) to confer with its counsel regarding pending litigation which has been initiated formally and to which the District is a party.  The actions are:
•  NRDC, et al. v. SCAQMD, et al., Los Angeles Superior Court Case 
      Nos. BS105728 and BS110792;

•   NRDC, et al. v. SCAQMD, et al., U.S. District Court Case No. CV08-05403
      GW (PLAx);

•   NRDC, et al. v. SCAQMD, et al., Court of Appeal, Second Appellate District,
      Case No. B212646; and

•   Association of American Railroads, et al. v. SCAQMD, et al., U. S. District
      Court Case No. CV06-1416 JFW (PLAx) and United States Court of Appeals,
       9th Circuit, Case No. 07-55804.

It is also necessary for the Board to recess to closed session pursuant to Government Code section 54956.9(c) to confer with its counsel regarding determining whether to initiate litigation (one case).

In addition, it is also necessary for the Board to recess to closed session pursuant to Government Code section 54597.6(a) to meet with 

•  designated representatives regarding represented employee salaries and
      benefits or other mandatory subjects within the scope of representation
      [Negotiator: Eudora Tharp; Represented Employees: Teamsters Local 911 &
      SCAQMD Professional Employees Association] 

and to meet with 

•   labor negotiators regarding unrepresented employees [Agency Designated
       Representative: Eudora Tharp; Unrepresented Employees: Designated
       Deputies and Management and Confidential employees].
Following closed session, General Counsel Kurt Wiese announced that there were no reportable actions taken in closed session.

ADJOURNMENT
There being no further business, the meeting was adjourned by the General Counsel at 11:40 a.m.

The foregoing is a true statement of the proceedings held by the South Coast Air Quality Management District Board on June 5, 2009.
Respectfully Submitted,
SAUNDRA McDANIEL
Clerk of the Boards

Date Minutes Approved: _________________________
_____________________________________________

     Dr. William A. Burke, Chairman

ACRONYMS
AB = Assembly Bill
APCD = Air Pollution Control District

AQMP = Air Quality Management Plan

BACT = Best Available Control Technology

CARB = California Air Resources Board

CEQA = California Environmental Quality Act

CO = Carbon Monoxide
DERA = Diesel Emission Reduction Act

FTE = Full Time Employee

FY = Fiscal Year

GHG = Greenhouse Gas
LNG = Liquefied Natural Gas

NOx = Oxides of Nitrogen

PAR = Proposed Amended Rule
PR = Proposed Rule

PUC = Public Utilities Commission
RFP = Request for Proposals

SB = Senate Bill

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

