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l. Introduction

This report documents the (2024) first review of the Yakima Regional Clean Air Agency’s
(YRCAA's) title V permitting program. A title V program is an air permitting program for major
stationary sources of air pollution and certain other sources designated by the Administrator as
requiring a permit. Title V permits consolidate new source review permit conditions, state
implementation plans requirements, federal standards, and other applicable requirements into
one permit for ease of implementation.

YRCAA'’s Title V Program

The Yakima Regional Clean Air Agency is a local air pollution control agency with jurisdiction in
Yakima County in southern Washington. EPA Region 10 is the title V permitting authority for
sources located on Tribal land, such as the Yakama Nation. Within YRCAA's county area,
Washington Department of Ecology is the permitting authority for all chemical pulp mills and
aluminum smelters and Washington Energy Facility Site Evaluation Council (EFSEC) is the
permitting authority for all thermal electric energy projects that are at least 350 megawatts in
size.

YRCAA implements and enforces the Washington Administrative Code (WAC) State Air Pollution
Control rules adopted by Ecology in Title 173 under chapter 70A.15 RCW, as in effect now and
all future amendments, except where specific provisions of YRCAA Regulation 1 apply. EPA
granted YRCAA, along with Washington state, six other local agencies and EFSEC, interim
approval of its title V program effective December 9, 1994, and full approval effective
September 12, 2001, 66 FR 42439 (August 13, 2001).

State and local permitting authorities base their title V operating permits program on the part
70 rule. There are three part 70 sources operating within YRCAA's jurisdiction, and YRCAA has
issued title V permits to all three of them. There is currently one permit writer that is
responsible for writing title V permits as well as reviewing emission inventories and other
miscellaneous duties. There are other staff that provide management, administrative,
enforcement and accounting support to the title V program.

Each permit is accompanied by a statement of basis (SoB) that explains the technical and legal
basis for the permit.

Program Review Objective and Overview

The EPA initiated title V program reviews in response to recommendations in a 2002 Office of
Inspector General audit. The general objective of broader program reviews (as opposed to
individual permit reviews) is to identify good practices that other agencies can learn from,
document areas needing improvement and learn how the EPA can help improve state and local
title V programs and expedite permitting.

The EPA set an aggressive initial national goal of reviewing all state and local title V programs
with ten or more title V sources. Here is the list of agencies in Region 10 reviewed in the first
round along with the final report date and an approximate number of title V sources they
regulated when reviewed:

Permitting Authority (first round) Report Date Permits
Idaho Department of Environmental Quality January 2004 59
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Permitting Authority (first round) Report Date Permits

Oregon Department of Environmental Quality June 2006 111
Lane Regional Air Protection Agency (OR) June 2006 19
Spokane Regional Clean Air Agency (WA) August 2006 10
Puget Sound Clean Air Agency (WA) September 2006 35
Washington Department of Ecology September 2006 27
Northwest Clean Air Agency (WA) September 2006 21
Alaska Department of Environmental Conservation  September 2006 158
Olympic Region Clean Air Agency (WA) September 2007 15
Southwest Clean Air Agency (WA) September 2007 12

In response to a 2005 follow-up review by the Office of Inspector General, the EPA also
committed to repeat the reviews of all title V programs with 20 or more title V sources every
four years beginning in 2007. The original, second-round commitment covered each of the four
state programs in Region 10 (Alaska, Idaho, Oregon and Washington) as well as two local
agencies in Washington (Puget Sound Clean Air Agency and Northwest Clean Air Agency). In
September 2016, that commitment was fulfilled and it was decided to continue second-round
reviews for the remaining agencies that were reviewed in the first round but not yet reviewed
for a second time.

Below is the list of agencies reviewed to date in the second round along with the final report
date. All of the program review reports can be found on Region 10’s air permitting website.?

Permitting Authority (second round) Report Date

Idaho Department of Environmental Quality September 2007
Puget Sound Clean Air Agency (WA) September 2008
Northwest Clean Air Agency (WA) September 2013
Washington Department of Ecology September 2014
Alaska Department of Environmental Conservation September 2015
Oregon Department of Environmental Quality September 2016
Lane Regional Air Protection Agency (OR) September 2017
Spokane Regional Clean Air Agency (WA) November 2018
Southwest Clean Air Agency (WA) November 2019
Olympic Region Clean Air Agency (WA) September 2020

In the first round of title V program reviews, EPA covered all major elements of a title V
program. After the first-round review report was final, EPA Region 10 asked the permitting
agencies to provide a response stating how the agency planned on resolving Region 10’s
concerns. In the second round of program reviews, EPA focused on the issues identified in the
previous round specific to each permitting agency to evaluate how that agency was
implementing its permitting program. We also considered permit issuance progress, resources,
compliance assurance monitoring (CAM)? and how permitting authorities have integrated new
requirements and rules into their permits and program. After the second-round reviews, we
again asked the permitting agency to explain how our concerns would be addressed. Because
the focused approach used in the second round was both efficient and effective, a similar

L https://www.epa.gov/caa-permitting/permit-program-reviews-epa-region-10
2 CAM is required to be added to the renewed title V permit for most sources.
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approach has been used during this third round of reviews for all title V programs (with the
exception of Yakima Regional Clean Air Agency and Benton Clean Air Agency as it was their first
round).

Permitting Authority (third round) Report Date
Puget Sound Clean Air Agency (WA) September 2022
Idaho Department of Environmental Quality September 2023
Benton Clean Air Agency (WA, first round) September 2024

Yakima Regional Clean Air Agency (WA, first round) September 2024

To prepare for the review, EPA Region 10 sent a November 21, 2023, kickoff letter, requesting
specific information from YRCAA (Attachment 1). Region 10 reviewed YRCAA’s emailed
responses (Attachment 2) which included a staff list, financial records, and the response to the
qguestionnaire included in the kickoff letter. EPA Region 10 also reviewed the permit issuance
data that YRCAA reported semi-annually to the Title V Operating Permits System (Attachment
3). Due to YRCAA only having three permits and one permit writer, all title V permits were
reviewed. The three permits reviewed are listed in the table below.

Permit No. Company Name & Location Date Issued
y-003-04 Novolex Shields, LLC 02/9/2024

y-004-03 Terrace Heights Landfill 08/10/2022
Y-00063-1 Cheyne Landfill 03/14/2024

On February 7, 2024, EPA Region 10 staff interviewed YRCAA permit writing staff and
management on a virtual conference call (Attachment 4). The purpose of the interviews was to
learn how the agency operates as well as to clarify and discuss what was learned from the
permit reviews and other information provided. The conference also included a discussion of
permit issuance progress, program resources (and the fee program), general program
implementation, and any specific issues identified during the review of YRCAA's program.

Program Review Report Structure
This program review report is presented in five main sections:

l. Introduction

. Evaluation of Program Review
Il Additional Review

V. Summary

Section | presents background information regarding YRCAA’s title V program as well as an
overview of Region 10’s program review plan. Section Il presents Region 10’s evaluation of
YRCAA'’s program review except for CAM. Section Il presents additional observations from
Region 10’s review of YRCAA’s individual permits and other information provided. Finally,
Section IV summarizes Region 10’s this round’s concerns.

Il. Evaluation of Program Review

EPA Region 10 is evaluating YRCAA's program for the first time in this third round of reviews. In
this initial title V program review, Region 10 will provide observations delineated into nine
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separate topic areas labeled A through I. The second and third round of program reviews for
other agencies use similar labeling to identify concerns to maintain a consistency between the
reports. Similar to the other first round review reports, this report will focus on recognizing
both the agencies’ good practices as well as identifying any areas of concern for the title V
permitting program.

Section A. Title V Permit Preparation and Content

Good Practices

1.

YRCAA staff regularly participate in quarterly Washington permit writers meetings, EPA-
sponsored permitting workshops, and other events, trainings, and webinars and have
good relationships with other Washington air permitting agencies. Actively participating
in events outside their agency and building relationships with other organizations allows
a small agency to benefit from others’ experiences.

It is generally easy to determine which permit conditions are, and which are not
federally enforceable.

In two of the reviewed permits, there were multiple years of calculated emissions based
on the LandGEM Model. Having multiple years of actual emissions or calculated
emissions based on activity at the source allows the public to understand potential
impacts from the source.

Permit Shields closely follow the language in WAC 173-401-530 and clearly list and
explain the inapplicable requirements.

In the permits that were reviewed, the origin and authority of permit conditions are
clearly stated.

Concerns

1.

In one of the reviewed permits, it is unclear from the permit or Statement of Basis how
the general provisions of part 60 or 63 apply to the source. Newer NSPS and NESHAPs
include tables listing applicable paragraphs in the general provisions that permit writers
can use as a starting point.

In all of the reviewed permits, it is not always clear from the SoB what a source’s
permitting and compliance history are. Sometimes this information can be pieced
together from information included in different sections of the SoB, but having the
facility’s history in a single section of the SoB can help to understand the source’s
regulatory and compliance background.

In two of the reviewed permits, there is no list or description of all of the emission units
covered by the permit. Without identifying the emission units at the source, it is not
clear where unit specific requirements apply.

In one of the reviewed permits, although the SoB explains in broad terms that an NSPS
applies, it does not go into detail about how these standards apply or how they have
been incorporated into the permit. Creating tables of applicable and inapplicable
requirements in the SoB make it clear that inclusion of federal standards in the permit is
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complete and can be an aid to the permit writer (or future permit writer) when there
are changes to the source and/or the regulation.

5. In at least one of the reviewed permits, there are several conditions which cite “40 CFR
part 60 subpart WWW or subpart Cf” as the basis for the requirement. Subpart Cf of
part 60, which contains “emission guidelines and compliance times,” is not directly
enforceable. Instead, it directs states to prepare state plans for existing sources. If a
state does not prepare a state plan, the existing source is subject to the federal plan for
landfills in 40 CFR part 62.

Section B. General Permits
YRCAA has not developed or issued any general permits.

Section C. Monitoring

Good Practices

1. Inall of the reviewed permits, there is a Section 2 of the permit which identifies
applicable requirements and match them with reference methods as well as monitoring,
recordkeeping and reporting requirements.

2. YRCAA often adds gap filling monitoring where SIP requirements do not specify
monitoring. For example, facility-wide scans to monitor for visible emissions and records
of complaint responses related to particulate fallout.

3. Insome cases, YRCAA relies on the permittee to self-certify compliance when
monitoring or recordkeeping could be performed. For example: the permittee could
keep records of fuel sulfur content to assure compliance with the SIP SO; limit.
Certification is an appropriate form of monitoring for some conditions.

Concerns

1. Inall of the reviewed permits, the SoBs do not mention or discuss CAM applicability.
CAM may not be applicable, but including a section on CAM in the SoB will make it clear
that CAM was considered as an applicable requirement.

2. Inall of the reviewed permits, there are no explanations in the SoBs as to whether or
not either gap-filling or sufficiency monitoring had to be included in the permit. Because
some standard monitoring conditions apply to SIP requirements that do not include
monitoring (e.g., facility-wide scans to detect sources of visual emissions) it appears that
there may have been some gap filling.

3. YRCAA often requires permittees to create and update operation and maintenance
plans in its permits. Although not all operating and monitoring parameters may be
understood at the time of permit issuance, there needs to be adequate oversight of
these plans. Furthermore, if relying on such plans to assure compliance, the permitting
agency must have the authority to approve, as well as disapprove, them and to require
updates if the plans are found to be inadequate to assure compliance.

4. |In all of the reviewed permits, YRCAA includes in several locations an out-of-date
mailing address for the EPA where the Permittee may submit reports. YRCAA should
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consider requiring permittees to submit compliance reports via CEDRI whenever this is
feasible and practicable. At the very least, YRCAA should consider including mailing
addresses in a single location in the permit so that when addresses need to be updated,
they only need to be updated in a single location within the permit.

Section D. Public Participation and Affected State Review
Good practices

1. YRCAA public notices draft permits on its website.

2. YRCAA informs tribes and affected states within 50 miles of a project and always informs
Yakama Nation.

3. On YRCAA's website there is an easy to find link to sign up for email notifications of
permitting actions.

4. YRCAA routinely translates public notices into Spanish and has Spanish speaking staff.

Concerns

1. Like many other agencies, YRCAA shares pre-draft copies of permits with permit
applicants. YRCAA should develop standard procedures for documenting this and any
changes made to permits during pre-draft review.

2. YRCAA should create a list of active title V permits and their associated Statements of
Basis on their website to allow for easy public access to this material.

Section E. Permit Issuance / Revision / Renewal
Good practices

1. YRCAA has issued all three of the title V sources in its jurisdiction initial permits and all
three are currently issued renewal permits.

Concerns

1. According to YRCAA’s TOPS submissions, there is a persistent backlog of title V renewal
permits.

2. Itis unclear as to whether or not members of the public are informed of their right to
challenge permits through state boards or petitioning the Administrator to object.

3. YRCAA does not consistently send permit applications, proposed permits, or final title V
permits to EPA Region 10 as required in WAC 173-401-810. Utilizing EPA’s Electronic
Permitting System (EPS) is a preferred way of submitting material to Region 10.

4. Members of the public have no way of knowing when the EPA’s 45-day review period
begins or ends, triggering the timeline to petition the Administrator.

Section F. Compliance
Good practices

1. YRCAA has developed a standard reporting sheet for semiannual monitoring reports.
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2.

w

4,

YRCAA has stated that they perform full compliance evaluations of all title V sources on
an annual basis. OECA guidance only recommends full compliance evaluations every
other year.

Permits include standard conditions requiring annual compliance certifications and
semiannual monitoring reports.

The permit requires prompt reporting of permit deviations and excess emissions. The
permit defines what is meant by “prompt.”

Section G. Resources and Internal Management Support

Good practices

1.

YRCAA is able to adjust its permit fees each year so that fees and costs precisely match.

Concerns

3.

It is unclear as to whether or not YRCAA’s current accounting system can accommodate
expenses attributable to the title V program that are not directly related to timesheet
entries and that cannot be prorated to time spent working on the permitting program
(e.g., specialized training or travel).

Section H. Title V Benefits

1.

N

3.

Writing and issuing title V permits has improved YRCAA’s understanding federal air
requirements. This includes inspectors as well as permit writers.

Permit renewal provides an opportunity to review compliance status and permitting
actions related to title V sources as well as improving the knowledge base for major
sources in the area.

Title V has resulted in emissions reductions in part due to sources becoming synthetic
minor sources to avoid the title V program.

Section I. Document Review (Rules/Forms/Guidance)

1.

YRCAA uses standard title V permit applications developed by the state of Washington.
YRCAA has a section on their website that lists out various forms for NSR and
construction permits, however, there does not appear to a link for title V initial or
renewal applications.

Additional Review

This section of the third-round program review report presents Region 10’s evaluation of
YRCAA's financials and any other concerns identified during the individual permit reviews.
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Financials

Region 10 requested information from YRCAA about program resources and permit issuance
progress. In reviewing the agency’s permit issuance progress and resources, including their fee
program and staffing, we learn how the title V program is being managed. Permit issuance
problems, namely large backlogs of unissued permits, are often linked to a lack of resources.
YRCAA reports their permit issuance progress semiannually. That data indicates YRCAA's
backlog had one outstanding initial permit application and one permit that has expired and has
not yet been renewed.

YRCAA provided Region 10 with recent budget data. YRCAA uses generally accepted accounting
principles (GAAP) account to accruing expenses and revenues to the period in which it was
incurred or earned. All of the transactions are processed in a fund accounting system which
tracks each source of funds and their respective approved expenses separately. YRCAA's
financial statements are audited by the Washington State’s auditor’s office and the latest
report that was issued in March of 2023 found no significant findings (Attachment 5). The
report does mention that YRCAA has not updated the Agency’s written procedures since they
were last approved by the Board on May 14, 2009, which is greater than the three years
indicated in the report. YRCAA charges fees on a calendar year basis and the Agency’s fiscal
year runs from July until June. YRCAA uses a three-tier fee structure that is based on a flat
component emission fee, emissions generated fee, and finally a project complexity fee. This
system seems to work in allowing the agency a lot of flexibility of determining their fees and
expenses.

YRCAA is currently staffed with one experienced title V staff member writes permits and
another engineer that only reviews and signs the permits. All title V work is assigned to this
single staff member and all other programs are assigned to other staff. Staff retention is
difficult to judge at the agency due to the low number of staff, but the experienced title V staff
person that is currently employed has been there for over 22 years.

YRCAA appears to manage their fees and expenses adequately. The agency had neither a
negative balance nor an excessive amount of funds in reserve indicating that they are able to
sufficiently balance their account every year. Region 10 believes that YRCAA is financially stable
however there is one concern about YRCAA’s management of their resources (see Section G
Concern #3).

IV. Summary

This is YRCAA’s first round for program reviews. Region 10 has identified numerous good
practices within the agency as well as seventeen initial concerns that should be addressed.
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REGION 10
SEATTLE, WA 98101

November 21, 2023

Dr. Hasan Tahat, Ph.D

Engineering and Planning Division Supervisor
Yakima Regional Clean Air Agency

186 Iron Horse Ct. Suite 101

Yakima, WA 98901

Dear Dr. Tahat:
The purpose of this letter is to notify you that the U.S. Environmental Protection Agency, Region 10 plans to
perform an initial evaluation of the Yakima Regional Clean Air Agency’s title V operating permit program. This
letter kicks off the effort by describing the evaluation process and our proposed schedule. We are also
requesting information that will assist us in our program evaluation. Your agency will be the fifth of the third-
round program evaluations that Region 10 will undertake.
This program evaluation will focus primarily on the following areas:

(1) identifying good practices and areas needing improvement;

(2) permit issuance progress and resources;

(3) compliance assurance monitoring, and;

(4) new applicable requirements and rules.
We are planning to review all of the permits issued by your agency. This program review will require
involvement of staff and managers from your permitting, technical and finance groups. Staff and managers from
your compliance group are also welcome to participate. The planned meetings will be virtual. We appreciate

your cooperation and assistance.

Our tentative schedule is as follows:

Task Tentative Timeline
Region 10 sends kickoff letter Today

YRCAA sends requested information December 2023
Region 10 meets with YRCAA January 2024
Region 10 sends draft report April 2024

YRCAA sends comments to Region 10 April 2024

Region 10 sends final report May 2024






The enclosure describes the information we would like to receive in advance, so we can be efficient during the
interviews with your staff and managers. Please return the information in electronic form as early as possible,
but no later than the date listed in the attachment below, to Christopher Familiare who will be leading the
evaluation. We will contact you if we need any additional information.

We look forward to working with you and your staff. If you have any questions about the program evaluation,
please do not hesitate to call me at (206) 553-1778 or Christopher at (206) 553-1250.

Sincerely,
Digitally signed by KARL
KARL PEPPLE
Date: 2023.11.21
PEPPLE 08:09:07 -08'00"
Karl Pepple, Manager

Air Permits and Toxics Branch

Enclosure





Title V Program Evaluation
Yakima Regional Clean Air Agency

Information Request

Please send the following information in electronic form as soon as possible, but no later than
December 8, 2022, to Christopher Familiare at familiare.christopher@epa.gov.

1. Alist of YRCAA staff that work in the title V program, noting their responsibilities and years of
experience (e.g. permit writer, rule writer, inspector, etc.).

2. ldentification of any title V permits, renewals, or revisions that are recent enough that they are not
represented on the YRCAA website.

3. Alist and description of any rule changes that have been made to YRCAA’s title V regulations (e.g. those
that affect applicability, implementation, or fees) since the last revision approved. If any of the rule
changes have been submitted to Region 10 for review, note the date of submittal.

4. Financial records (preferably from your last complete fiscal year) reflecting revenues and expenses that
document YRCAA'’s ability to fund the operating permit program with title V fees and YRCAA's ability to
ensure that title V fees are used only for title V authorized expenses.

5. Any issues or requests that YRCAA would like to raise to Region 10 regarding any aspect of the title V
program.





				2023-11-21T08:09:07-0800

		KARL PEPPLE










From: Hasan Tahat

To: Pepple, Karl

Cc: Familiare, Christopher S.

Subject: RE: EPA Region 10 Part 70 YRCAA Program Review Kickoff
Date: Friday, December 8, 2023 12:02:26 PM

Attachments: image001.png

Initial review reply to EPA 2023.pdf

Old Methodoloagy prior to last April 2023 methodoloay.pdf

2023-07 Updating the Method for Determining AOP Fee Assessments.pdf
copy of the Fiscal Audit report for FY 2021 and 2023.pdf

Caution: This email originated from outside EPA, please exercise additional caution when
deciding whether to open attachments or click on provided links.

Dear Dr. Pepple and Mr. Familiare,

Please find attached the reply letter to your request for the initial part 70 of YRCAA program
including the supporting documents. | hope | did not miss anything. Thank you for understanding
and have a nice weekend!

Best regards,

Hasan

Hasan M. Tahat, Ph.D.

Engineering and Planning Division Supervisor
Yakima Regional Clean Air Agency

186 Iron Horse Ct. Suite 101. Yakima, WA. 98901
Tel: (509) 834-2050 ext. 105

Fax: (509) 834-2060

E-mail: hasan@yrcaa.org

Yakima Regional
= Clean Air Agency
The information contained in this email may be confidential and/or legally privileged.It has been sent for the sole use of the intended
recipient(s). Any unauthorized review, use, disclosure, dissemination, distribution, or copying of this communication, or any of its

contents, is strictly prohibited. Please note: This E-mail is considered a public document and may be subject to the Public Records
Disclosure Act (RCW 42.56)
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H H 186 Iron Horse Court, Suite 101
Yakima Regional Yok, WA S8501-1465
509-834-2050

s Clean Air Agency www.yakimacleanair.org

December 4, 2023

Karl Pepple, Ph.D., Q.E.P.

U. S. EPA Region X

Manager, Air Permits and Toxics Branch
1200 Sixth Avenue, Suite 155, M/S 15-H13
Seattle, WA 98101-3144

Dear Dr. Pepple:

Please find attached the documents and the information you requested for the initial
evaluation of our agency’s title V operating program. Some of the information you
requested are answered directly below:

1. Alist of YRCAA staff that work in the title VV program, noting their responsibilities and
years of experience (e.g. permit writer, rule writer, inspector, etc.).

e Hasan Tahat- Ph.D., Engineer and the permit writer; Years of Experience 22 years;
Engineering and Planning Division Supervisor

Norm Hepner, P.E. Review and signs permits; 15+ years

Elizal Reynoso, MS., Engineer and part of the inspector’s team.; 1.5 years

Wade Porter, Engineer and part of the inspector’s team.; 5 years

Martin Melo, Inspector part of the inspector’s team; 1 year.

Note: YRCAA lost an inspectors and an engineer recently.

2. ldentification of any title V permits, renewals, or revisions that are recent enough that they
are not represented on the YRCAA website.

e The most recent one was sent to EPA in November 2023 for Novolex Shields LLC.

3. A list and description of any rule changes that have been made to YRCAA’s title V
regulations (e.g. those that affect applicability, implementation, or fees) since the last
revision approved. If any of the rule changes have been submitted to Region 10 for review,
note the date of submittal.

e Our agency re-wrote its rules and was approved and became effective October 2020.
Department of Ecology submitted the rules to EPA for SIP approval in 2021. The last SIP
approval by EPA was on October 30, 2023.

e [Fees are approved separately by the Board of Directors.

e Last Title V fees resolution approval is attached.







4. Financial records (preferably from your last complete fiscal year) reflecting revenues and
expenses that document YRCAA’s ability to fund the operating permit program with title V
fees and YRCAA's ability to ensure that title V fees are used only for title V authorized
expenses.

e Attached is the fiscal financial audit.

5. Any issues or requests that YRCAA would like to raise to Region 10 regarding any aspect of
the title V program.

e Thank you for asking, but we do not have any at this time.

If, I missed anything or need any clarification please do not hesitate to contact me at (509) 834-
2050 ext. 105 or by email hasan@yrcaa.org Thank you.

Best regards,

Hasan M. Tahat, Ph.D.

Engineering and Planning Division Supervisor
Yakima Regional Clean Air Agency
hasan@yrcaa.org
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YRCAA Air Operating Permit Program Methodology for
Determining Program Fee Assessments

Determination of Annual Program Costs

Annually, as part of the agency fiscal year budget preparation, YRCAA shall conduct an
analysis projecting costs for administering the Air Operating Permit (AOP) Program for
the coming fiscal year. Costs include the total of estimated hours spent directly
administering the AOP Program and other eligible activities per WAC 173-401
multiplied by the Billing Rates in effect at the time the work is to be accomplished.
YRCAA shall prepare a budget for administering the AOP Program and the SBAP using
cost projections of the analysis for the coming fiscal year.

Reconciliation of Annual Program Costs

As a part of the annual analysis, YRCAA shall calculate the actual costs of the previous
year by adding the total of hours actually spent administering the AOP Program and other
fee eligible activities and multiplying by the Billing Rates in effect at the time the work
was accomplished for each staff conducting the work. Any difference in projected and
actual costs shall be either rebated or charged as appropriate in the fee assessments for
the following year.

Fee Assessment

The fees assessed and collected shall be sufficient to cover the direct and indirect costs of
administering the program. Program estimated costs shall be distributed to AOP sources
by assessing fees comprised of the following three components:

Flat Component

This portion of a source's fee shall be calculated by the equal division of forty-five
percent of the budget amount allocated to AOP sources divided by the total number of
sources;

Complexity Component

Each source is assigned a complexity rating of 1, 2 or 3, which is based on the estimated
amount of time needed to review, permit, inspect the source and conduct other fee
eligible activities. This portion of the fee is calculated by dividing thirty percent of the
budget amount allocated to AOP sources by the total complexity of sources. The quotient
is then multiplied by an individual source's complexity rating to determine that source's
complexity portion of the fee; and

Emissions Component

This portion of a source's fee is calculated by dividing twenty-five percent of the budget
amount allocated to AOP sources by the total billable emissions from those sources. The
quotient is then multiplied by an individual source's billable emissions to determine that
source's emissions portion of the fee. Billable emissions include all air pollutants except
carbon monoxide and total suspended particulate.

Approved by Board adoption of Resolution No. 2009-03 on May 14, 2009

S:\EngineeringPlanning\TitleV\EPA Initial Review\Old Methodology prior to last April
2023 methodology.doc









Yakima Regional Clean Air Agency
RESOLUTION NO. 2023-07

A Resolution of the Board of Directors
Updating the Method for Determining AOP Fee Assessments

WHEREAS, the Yakima Regional Clean Air Agency is an air pollution control authority established
pursuant to Revised Code of Washington (RCW) 70A.15.1500; and

WHEREAS, commercial and industrial businesses that annually emit over 100 tons of any pollutant,
over 10 tons of any hazardous air pollutant, or over 25 tons of any combination of hazardous air pollutants and
those subject to certain special circumstances are required to obtain an operating permit (commonly known as
an air operating permit or AOP) under Title V of the federal Clean Air Act; and

WHEREAS, the Washington Department of Ecology may accept the delegation of programs as
provided for in the federal Clean Air Act and, subject to federal approval, may, in turn, delegate such programs
to the local authority with jurisdiction in a given area pursuant to RCW 70A.15.6240; and

WHEREAS, the Agency’s Board of Directors applied to, and received from, Ecology a delegation order
authorizing the Agency to administer the operating permit program for sources under its jurisdiction pursuant
to RCW 70A.15.2260; and

WHEREAS, the federal Environmental Protection Agency (EPA) approved the Ecology and Agency
operating permits programs effective September 12, 2001 as set forth in 40 Code of Federal Regulations (CFR)
Part 70; and

WHEREAS, the Agency is required to establish a process for developing, assessing, and collecting fees
from permit program sources under its jurisdiction and said fees must be sufficient to cover its permit

administration costs and its share of Ecology’s development and oversight costs pursuant to WAC 173-401-
905; and

WHEREAS, Ecology’s development and oversight costs are those it incurs developing and
administering the state operating permit program and in overseeing the administration of the program by the
delegated local permitting authorities pursuant to RCW 70A.15.2270(2)(b); and

WHEREAS, Ecology charges its development and oversight (D&O) costs across all permitting
authorities in proportion to the number of permit program sources under the jurisdiction of each authority
pursuant to RCW 70A.15.2270(3)(c); and

WHEREAS, the Washington State Auditor’s Office (SAO) conducts a biennial fiscal audit of the
Agency’s air operating permit program pursuant to WAC 173-401-920(3)(a); and

WHEREAS, the SAO recommends the Agency adopt a method for determining AOP fee assessments
as needed, but no less than every three to five years; and

WHEREAS, the Agency last adopted a method for determining said fee assessments in 2009;

NOW THEREFORE, BE IT RESOLVED, that the Board does hereby supersede Resolution No.
2009-03 and establish the following methodology for determining AOP fee assessments:
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1. Hourly Billing Rate
During the development of its annual budget, and upon any change in the costs comprising it, the
Agency shall calculate an Hourly Billing Rate for each employee equal to one hundred twenty-five
percent (125%) of the annual cost to the Agency of wages and benefits for the employee divided by
the number of hours to be worked by the employee during the year (typically 2,080 for a full-time
position). For example, the Hourly Billing Rate for a full-time employee receiving $50,000 in
wages and $30,000 in benefits would be $48.08 (((50,000 + 30,000) x 1.25) + 2,080). The twenty-
five percent (25%) surcharge covers the estimated portion of overhead costs (e.g. office lease,
Internet access, electric power, janitorial, supplies, etc.).

2. Annual AOP Program Costs
The AOP fees assessed and collected are required to be sufficient to cover all direct and indirect
costs of administering the AOP program annually. These annual costs are divided into an Internal
Cost and an External Cost as set forth below.

a. The Internal Cost shall be equal to the (estimated or actual) hours used by Agency employees to
administer the AOP program and engage in other eligible activities, as set forth in WAC 173-
401-900 through 940, multiplied by the Hourly Billing Rate applicable for each employee and
in effect at the time the work was performed. For example, the Internal Cost for two employees
spending 1,083 hours and 649 hours administering the program with Hourly Billing Rates of
$76.29 and $48.08, respectively, would be $113,825.99 ((1,083 x $76.29) + (649 x $48.08)).

b. The External Cost shall be equal to the (estimated or actual) Ecology development and
oversight fee plus the SAO audit fee, if applicable. For example, the External Cost for a year in
which the Ecology D&O fee was $52,000 and an audit was performed resulting in an SAO
audit fee of $7,500 would be $59,500 ($52,000 + $7,500).

3. Projection of Annual AOP Source Fees
During the development of its annual budget, the Agency shall project an annual cost for each AOP
source based on an estimated Internal Cost and an estimated External Cost with said costs allocated
and billed to each AOP source as set forth below.

4. Reconciliation of Annual AOP Source Fees
At the beginning of each fiscal year, the Agency shall calculate the actual cost of administering the
AOP program incurred during the previous fiscal year for each AOP source based on the actual
Internal Cost and the actual External Cost with said costs allocated to each AOP source as set forth
below. Any difference between the projected cost billed to an AOP source for the previous fiscal
year (as set forth in the prior section) and the actual cost incurred by the Agency to administer the
AOP program for that source in the same period (as set forth in this section) shall be charged or
credited, as appropriate, to said AOP source in the billing for the new fiscal year. For example, the
amount credited to an AOP source with a projected cost of $135,849 and an actual cost of $127,335
would be $8,514 ($135,849 - $127,335). If the projected cost for the new fiscal year were
$133,658, the AOP source would owe a net balance of $125,144 ($133,658 — $8,514).

5. Program Cost Allocation
The cost allocated to each AOP source shall be the total of the following three components:

a. Fixed Component
An amount equal to forty-five percent (45%) of the Internal Cost plus the entire External Cost,
the sum of which shall be divided by the total number of AOP sources. For example, the fixed
component amount for an AOP source where the Internal Cost equals $210,000, the External
Cost equals $59,500, and the total number of AOP sources is three (3) would be $51,333.33
(((210,000 x 0.45) + 59,500) + 3).
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b. Complexity Component
An amount equal to thirty percent (30%) of the Internal Cost divided by the total complexity
rating of all AOP sources, the quotient of which shall be multiplied by the complexity rating for
each AOP source. For example, the complexity component amount for an AOP source with a
complexity rating of 2 where the total complexity rating of all AOP sources equals 8, and the
Internal Cost equals $210,000 would be $15,750.00 (((210,000 * 0.30) =+ 8) x 2). For the
purposes of this sub-section, the complexity rating shall be a number from 1 (least complex) to
3 (most complex) based on the estimated time required to review, permit, and inspect the source
and conduct other fee-eligible activities.

c. Emissions Component
An amount equal to twenty-five percent (25%) of the Internal Cost divided by the total annual
emissions from all AOP sources, the quotient of which shall be multiplied by the annual
emissions for each AOP source. For example, the emissions component amount for an AOP
source emitting 18 tons of a hazardous air pollutant where the total annual emissions from all
AOP sources equals 133 tons and the Internal Cost equals $210,000 would be $7,105.26
(((210,000 x 0.25) + 133) x 18). For the purposes of this sub-section, annual emissions shall
exclude those regulated air pollutants set forth in 40 CFR Part 70 Section 70.9(b)(2) and WAC
173-401-200(27).

ADOPTED IN OPEN SESSION this 11th day of May, 2023.

Jon DeVaney, Chairperson Janice Deccio, Director
Amanda McKinney, Director Jose A. Trevino, Director
ATTEST:

Steven Jones, Ph.D., Director

Pamela Herman, Clerk of the Board
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Office of the Washington State Auditor
Pat McCarthy

March 23, 2023

Board of Directors

Yakima Regional Clean Air Agency

Yakima, Washington

Report on Agreed-Upon Procedures

Please find attached our report on the results of performing certain agreed-upon procedures as
specified in our report.

Sincerely,

<o

Pat McCarthy, State Auditor
Olympia, WA

Americans with Disabilities

In accordance with the Americans with Disabilities Act, we will make this document available in
alternative formats. For more information, please contact our Office at (564) 999-0950, TDD
Relay at (800) 833-6388, or email our webmaster at webmaster@sao.wa.gov.

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 « (564) 999-0950 ¢ Pat.McCarthy@sao.wa.gov
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INDEPENDENT ACCOUNTANT’S REPORT

Marc Thornsbury, Executive Director
Yakima Regional Clean Air Agency
186 Iron Horse Court

Yakima, WA 98901

To the Board of Directors and Management of the Yakima Regional Clean Air Agency:

We have performed the procedures enumerated below related to the Agency’s Air Operating
Permit (AOP) program and the Agency’s compliance with program’s fiscal requirements
established by Chapter 70A.15.2260-2270 of the Revised Code of Washington and
Chapter 173-401 of the Washington Administrative Code (the specified requirements), during the
period July 1, 2020 through June 30, 2022. The Agency’s management is responsible for managing
its AOP program, compliance with those requirements, and for the accuracy of its financial
records.

The Agency’s management and the Washington State Department of Ecology (Ecology) have
agreed to and acknowledged that the procedures performed are appropriate to meet the intended
purpose of assisting the Agency and Ecology in determining whether the Agency complied with
the specified requirements. This report may not be suitable for any other purpose. The procedures
performed may not address all the items of interest to a user of this report and may not meet the
needs of all users of this report and, as such, users are responsible for determining whether the
procedures performed are appropriate for their purposes.

Procedure Results

The agreed-upon procedures and associated results are as follows:
Procedures related to collection of fees

1. Inspect the Agency’s written procedure for developing, assessing and collecting fees from
its sources and determine whether it is more than three years old.

Results: The Agency’s written procedures were approved by the Board on May 14,
2009. This is more than three years old.

2. Compare totals from the AOP permit ledgers or systems to the general ledger for each
fiscal year. (Applicable only if permits were issued out of a separate system than the general
ledger and may only be feasible if permit amounts are included in the permit ledger or
system.)

Results:  The Agency uses spreadsheets to calculate the AOP permits. We compared the
2021 and 2022 AOP spreadsheets to the general ledger and the totals agreed.

Office of the Washington State Auditor sao.wa.gov Page 2







3.

Judgmentally select AOP permits issued during the engagement period and trace amounts
to receipts and to the general ledger.

Results:  We selected all four AOP permits issued during the periods ended June 30, 2022
and 2021. The Agency billed $119,056 and $131,510, respectively. We traced
the billings to receipts and the general ledger. No exceptions were found as a
result of applying this procedure.

Inspect a judgmental selection of AOP permit accounts receivables for each fiscal year and
determine whether late fees were assessed and collection measures initiated in accordance
with Authority policies and procedures.

Results: The Agency did not have accounts receivable balances at fiscal years-ending
June 30, 2022 and 2021.

Procedures related to computation of fees

5.

Inspect invoices for a judgmental selection of AOP permits issued during the engagement
period to ensure fees agreed with the Agency’s approved fee schedule and fee calculation
worksheets.

Results: The Agency’s policy requires the Agency to bill for permits based on the
Agency’s budget, reconciling the budget to actual each year. The Agency must
provide rebates or additional charges as necessary based on the annual
reconciliation. We inspected and recalculated all four permits issued for fiscal
years ended June 30, 2022 and 2021. The Agency’s former Executive Director
did not follow the Agency’s policy by billing based on the budgeted amount
and then reconciling the budget to actual. As a result,:

e 2021 billings overcharged one source by $2,222 and under-charged
three sources by $1,326, $124, and $875.

e 2022 billings overcharged four sources by $1,186, $2,502, $1,229 and
$1,140.

Procedures related to revenue and expenditure accounting

6.

Identify which fund or accounts are used to account for AOP revenue and expenses.

Results:  The Agency uses Fund 002 in its accounting system to account for AOP
revenues and expenses. The Agency also tracked expenditures in an Excel
spreadsheet used to determine actual AOP expenses.

Inspect all Agency general ledger accounts used to account for AOP revenue and expenses
and determine whether AOP revenue and expenses are commingled with other revenue
SOuUrces or expense uses.
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Results:  AOP revenues were not commingled with other revenue sources. In 2021, AOP
expenditures were not commingled with other revenue sources or expense uses.
However, the Agency did not code all 2022 payroll AOP expenses to Fund 002.
As a result, approximately $24,850 in AOP payroll expenses were commingled
with other expenses in the general ledger.

8. Judgmentally select expenses accounted for in non-AOP accounts during the engagement
period and inspect supporting documentation to determine whether they were for AOP
activities.

Results:  We inspected the non-AOP general ledger expense reports and did not identify
any payments for Ecology oversight fees and audit costs. For 2021, we
determined that the expenses were only for non-AOP activities. For 2022, we
determined the only AOP expenses not accounted for in Fund 002 were payroll
costs of about $24,850.

Procedures related to authorized activities

9. Judgmentally select AOP program expenses (including payroll) for the engagement period
and inspect supporting documentation to determine whether they were for allowable
program activities.

Results: The Agency’s AOP expenses include payroll, Ecology oversite fees and audit
costs. We judgmentally selected direct payroll expenses for three months in
2021 and three months in 2022 and tied the timesheets to the general ledger and
the Excel spreadsheet. We also selected the Ecology oversight fees and audit
costs and inspected supporting documents. No exceptions were found as a
result of applying this procedure.

10. Inspect supporting documentation for a judgmental selection of tasks the sources were
billed for during the engagement period and determine whether they were completed.

Results:  The Agency bills its four sources annually for payroll costs, Ecology oversight
fees and auditing costs. We inspected three months of payroll costs for each
year, as well as the Ecology oversight fees and auditing fees. No exceptions
were found as a result of applying this procedure.

11. Inspect the Agency’s indirect cost allocations and determine whether indirect costs were
also charged to the program as direct costs.

Results: Indirect costs were not charged to the program as direct costs.
Procedures related to available funds

12. Inspect Agency interim and year-end balance sheets for each fiscal year to determine if the
AOP program had a negative fund balance at any time during the engagement period.
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Results:  We compared the revenue and expenses in the general ledger each month and
confirmed that the AOP program did not have a negative fund balance at any
time.

13. Inspect uses of AOP program revenues collected in excess of actual program costs for each
fiscal year and determine whether the Agency complied with its policy for handling excess
program revenue.

Results: The Agency’s policy requires an annual reconciliation of budget to actual and
the Agency must provide rebates the following year for revenues collected in
excess of actual program costs. However, the Agency did not follow its policy
for 2021 and 2022 billings. As a result, the Agency:

e Overcharged one source by $2,222 on its 2021 billings..

e Overcharged four sources by $1,186, $2,502, $1,229 and $1,140 on its
2022 billings.

14. To ensure all Title V facilities were billed for permit fees during the engagement period,
perform a query of all Title V sources and synthetic minors on an annual basis.

Results:  The Agency has only four Title V sources. We determined that all four Title V
sources were billed for permit fees.

About the Engagement

We were engaged by the Agency’s management to perform this agreed-upon procedures
engagement and conducted our engagement in accordance with attestation standards established
by the American Institute of Certified Public Accountants and the standards applicable to
attestation engagements contained in Government Auditing Standards, issued by the Comptroller
General of the United States. We were not engaged to and did not conduct an examination or review
engagement, the objective of which would be the expression of an opinion or conclusion,
respectively, on the Agency’s AOP program or on compliance with the specified requirements.
Additionally, the agreed-upon procedures do not constitute an audit or review of the financial
statements or any part thereof, the objective of which is the expression of an opinion or conclusion,
respectively, on the financial statements or a part thereof. Accordingly, we do not express such
opinions or conclusions. Had we performed additional procedures, other matters might have come
to our attention that would have been reported to you.
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We are required to be independent of the Agency and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements related to our agreed-upon procedures
engagement.

Sincerely,
N

Pat McCarthy, State Auditor
Olympia, WA
March 16, 2023

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 « (564) 999-0950 ¢ Pat.McCarthy@sao.wa.gov
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BCAA Meeting Introduction and Opening Questions

The EPA began conducting title V program reviews after a 2002 Office of the Inspector General
report recommending greater consistency and effectiveness in state operating permit programs
Note that when | say “permits” | mean title V permit (a.k.a., air operating permit (AOP), part 70
permit, or major source operating permit)

Also ... please do not call this an audit. This is not an audit.

Each region initially committed to performing permit reviews for all state and local agencies
with 10 or more permits

Region 10 completed the first round of 10 permit program reviews in 2007

After completing the first round, Region 10 committed to conduct one program review per year,
including each agency with 20 or more permits

However, Region 10 elected to conduct program reviews for all agencies we reviewed in round
one, regardless of the number of permits they had issued

We completed our second round in 2020 and continued with a third round in 2021 with the
Puget Sound Clean Air Agency

All of our completed reports are on our regional website

Some of you who are aware of the number and sizes of permitting agencies in Region 10 may
have figured out that two local agencies in Washington (Benton County and Yakima County)
have never undergone a permit program review — we have decided to perform reviews for both
agencies this year.

Do you have any questions about the purpose or history of this program?

Chris: please share the agenda for today’s meeting

What to expect next

We are committed to completing our report by the end of the fiscal year (September 30)
BCAA will have an opportunity to review a draft copy to correct factual errors

The report will likely contain recommendations for program improvements

We will also highlight good practices from the agency

We may ask BCAA to provide additional information, prepare guidance documents, or
implement program improvements

About a year or a year-and-a-half after we complete our report (sometime in 2025) we will
increase our review of state permits to see if you are implementing any improvements

In case anyone is wondering, it is exceedingly rare that an EPA Regional Office has taken
remedial action because of a permit review (I only know of this happening once — it wasn’t in
Region 10)

Before we continue, do you have any questions?

1.

(Rizwan) Describe the initial training process for new permit writers. For example: were you
assigned a mentor? What materials did you receive? Did you attend in person or online training?





2. (Valerie) Is there any additional training or networking opportunities you would like EPA to
provide?

3. (Chris) How did you learn about agency processes and procedures?

Now let’s discuss processing permit applications and writing permits

4. (Geoffrey) How are permit applications assigned to individual permit writers? For example, do
individuals specialize in certain source types or are people assigned geographical areas?

5. (Rizwan) How do you review an application to ensure that it is complete?

6. (Valerie) Have you ever disagreed with an applicant about which requirements apply? If so,
what did you do?

7. (Chris) Briefly describe the process for writing either a new permit or a renewal. Do you start
with the permit or the statement of basis. Do you use template documents, or do you use a
previously issued permit as a starting place?

8. (Geoffrey) Has the agency developed guidance for writing permit conditions for particular
source categories or particular requirements such as periodic monitoring?

9. (Rizwan) Describe your system for internal review. Do you have peers review your permit?
Inspectors? Attorneys? Managers?

10. (Valerie) Do you share a pre-draft copy of the permit with the applicant? If so, how long do they
have to review it? Are they allowed to submit comments at this time?

11. (Chris) When you are ready to public notice the draft permit, do you notify individuals and
organizations by email or direct mail? How do you determine whom to notify?

12. (Geoffrey) How do you inform tribes and affected states that a draft permit is open for public
review?





13.

14.

15.

16.

(Rizwan) Have you ever extended or modified a public review period to account for
environmental justice groups?

(Valerie) When you receive comments during the public review period, how do you make the
response to comments document available to the public?

(Chris) Do you inform anyone (other than the EPA, of course) when you submit a proposed
permit for EPA review?

(Geoffrey) Do you inform the public of their right to challenge a final permit through state
hearings boards or their right to petition the Administrator to object to the permit? If so, when
do you do this?

Permit content: let’s discuss how BCAA includes certain types of information in your permits

17.

18.

19.

20.

21.

(Rizwan) Sometimes, sources are subject to several similar requirements (e.g., NSPS, NESHAP,
SIPs, permit limits). Do you ever streamline overlapping requirements in a permit? If so, how do
you do this and how do you document this in the SoB?

(Valerie) When a permit does not contain adequate monitoring to assure compliance with a
limit or standard, an emission unit may be subject to CAM or periodic monitoring. How do you
determine when CAM or additional monitoring is required and how do you document this in the
SoB?

(Chris) Have you ever written a permit that included a compliance schedule? How did you
include the schedule in the permit to ensure it was enforceable as a practical matter? How did
you document it in the SoB?

(Geoffrey) Do you ever eliminate obsolete permit conditions (e.g., initial compliance
determinations and preconstruction requirements) from permits? If so, how do you document
this in the SoB?

(Rizwan) Does BCAA have guidance for writing voluntary emission limits (synthetic minor limits),
so they are enforceable as a practical matter?

Permit Issuance, Resources, Finance, and Rules






22. (Valerie) Can you tell us about your title V fee structure (i.e., application fee plus hourly labor
cost, complexity fee)?

23. (Chris) Do your fees amount to more or less than EPA’s presumptive minimum (1996 $25/ton,
2023 $58.55/ton)?

24. (Geoffrey) Since EPA first approved BCAA's title V program, has the Agency ever changed its fee
structure? (Note to interviewers: If answer is yes, ask if the Agency submitted a program
revision to EPA seeking approval.)

25. (Rizwan) In your opinion, are the title V fees adequate to support the Agency’s program?

26. (Valerie) Does the Agency use a portion of title V fees to fund a small business assistance
program? |F YES, ASK THESE QUESTIONS:

a. What proportion of title V fees are used to fund the small business assistance programs?

b. What kinds of projects do you fund with the small business assistance program?

c. How do you publicize your small business assistance program and how do businesses
apply for funds?

d. How does the Agency determine whether a business is eligible for assistance through
the small business assistance program?

IF NO, ASK THIS QUESTION:

e. Isthe Agency familiar with programs that can be funded using title V fees?

Billing & Fee tracking — may postpone this if appropriate staff are not present.

27. (Chris) Do you send invoices to permitted sources to collect permit fees or are they required to
submit fees on their own?





28.

29.

30.

31.

32.

33.

34.

35.

(Geoffrey) Do all permitted sources pay fees on the same schedule or are they different for
different sources? Can you please describe it for us.

(Rizwan) How does the agency track whether fees are submitted in a timely manner and what
are the consequences of failing to submit fees in a timely manner?

(Valerie) How does title V fee revenue get allocated back into the program?

(Chris) What kinds of expenses are title V fees used for? (Is a portion of the collected title V fees
used to pay for a portion of assets, such as vehicles or computers, or to cover a portion of
Agency overhead or operating expenses? If so, how are allocations from title V revenue
determined?)

(Geoffrey) How does the Agency ensure that title V fees are used only for title V program
expenses?

(Rizwan) How do you track title V expenses?

(Valerie) How do you track title V fee revenue?

(Chris) Can you provide us with documentation (spreadsheet, other?) that shows how title V
expenses and revenue are tracked?
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INDEPENDENT ACCOUNTANT’S REPORT

Marc Thornsbury, Executive Director
Yakima Regional Clean Air Agency
186 Iron Horse Court

Yakima, WA 98901

To the Board of Directors and Management of the Yakima Regional Clean Air Agency:

We have performed the procedures enumerated below related to the Agency’s Air Operating
Permit (AOP) program and the Agency’s compliance with program’s fiscal requirements
established by Chapter 70A.15.2260-2270 of the Revised Code of Washington and
Chapter 173-401 of the Washington Administrative Code (the specified requirements), during the
period July 1, 2020 through June 30, 2022. The Agency’s management is responsible for managing
its AOP program, compliance with those requirements, and for the accuracy of its financial
records.

The Agency’s management and the Washington State Department of Ecology (Ecology) have
agreed to and acknowledged that the procedures performed are appropriate to meet the intended
purpose of assisting the Agency and Ecology in determining whether the Agency complied with
the specified requirements. This report may not be suitable for any other purpose. The procedures
performed may not address all the items of interest to a user of this report and may not meet the
needs of all users of this report and, as such, users are responsible for determining whether the
procedures performed are appropriate for their purposes.

Procedure Results

The agreed-upon procedures and associated results are as follows:
Procedures related to collection of fees

1. Inspect the Agency’s written procedure for developing, assessing and collecting fees from
its sources and determine whether it is more than three years old.

Results: The Agency’s written procedures were approved by the Board on May 14,
2009. This is more than three years old.

2. Compare totals from the AOP permit ledgers or systems to the general ledger for each
fiscal year. (Applicable only if permits were issued out of a separate system than the general
ledger and may only be feasible if permit amounts are included in the permit ledger or
system.)

Results:  The Agency uses spreadsheets to calculate the AOP permits. We compared the
2021 and 2022 AOP spreadsheets to the general ledger and the totals agreed.
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3.

Judgmentally select AOP permits issued during the engagement period and trace amounts
to receipts and to the general ledger.

Results:  We selected all four AOP permits issued during the periods ended June 30, 2022
and 2021. The Agency billed $119,056 and $131,510, respectively. We traced
the billings to receipts and the general ledger. No exceptions were found as a
result of applying this procedure.

Inspect a judgmental selection of AOP permit accounts receivables for each fiscal year and
determine whether late fees were assessed and collection measures initiated in accordance
with Authority policies and procedures.

Results: The Agency did not have accounts receivable balances at fiscal years-ending
June 30, 2022 and 2021.

Procedures related to computation of fees

5.

Inspect invoices for a judgmental selection of AOP permits issued during the engagement
period to ensure fees agreed with the Agency’s approved fee schedule and fee calculation
worksheets.

Results: The Agency’s policy requires the Agency to bill for permits based on the
Agency’s budget, reconciling the budget to actual each year. The Agency must
provide rebates or additional charges as necessary based on the annual
reconciliation. We inspected and recalculated all four permits issued for fiscal
years ended June 30, 2022 and 2021. The Agency’s former Executive Director
did not follow the Agency’s policy by billing based on the budgeted amount
and then reconciling the budget to actual. As a result,:

e 2021 billings overcharged one source by $2,222 and under-charged
three sources by $1,326, $124, and $875.

e 2022 billings overcharged four sources by $1,186, $2,502, $1,229 and
$1,140.

Procedures related to revenue and expenditure accounting

6.

Identify which fund or accounts are used to account for AOP revenue and expenses.

Results:  The Agency uses Fund 002 in its accounting system to account for AOP
revenues and expenses. The Agency also tracked expenditures in an Excel
spreadsheet used to determine actual AOP expenses.

Inspect all Agency general ledger accounts used to account for AOP revenue and expenses
and determine whether AOP revenue and expenses are commingled with other revenue
SOuUrces or expense uses.
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Results:  AOP revenues were not commingled with other revenue sources. In 2021, AOP
expenditures were not commingled with other revenue sources or expense uses.
However, the Agency did not code all 2022 payroll AOP expenses to Fund 002.
As a result, approximately $24,850 in AOP payroll expenses were commingled
with other expenses in the general ledger.

8. Judgmentally select expenses accounted for in non-AOP accounts during the engagement
period and inspect supporting documentation to determine whether they were for AOP
activities.

Results:  We inspected the non-AOP general ledger expense reports and did not identify
any payments for Ecology oversight fees and audit costs. For 2021, we
determined that the expenses were only for non-AOP activities. For 2022, we
determined the only AOP expenses not accounted for in Fund 002 were payroll
costs of about $24,850.

Procedures related to authorized activities

9. Judgmentally select AOP program expenses (including payroll) for the engagement period
and inspect supporting documentation to determine whether they were for allowable
program activities.

Results: The Agency’s AOP expenses include payroll, Ecology oversite fees and audit
costs. We judgmentally selected direct payroll expenses for three months in
2021 and three months in 2022 and tied the timesheets to the general ledger and
the Excel spreadsheet. We also selected the Ecology oversight fees and audit
costs and inspected supporting documents. No exceptions were found as a
result of applying this procedure.

10. Inspect supporting documentation for a judgmental selection of tasks the sources were
billed for during the engagement period and determine whether they were completed.

Results:  The Agency bills its four sources annually for payroll costs, Ecology oversight
fees and auditing costs. We inspected three months of payroll costs for each
year, as well as the Ecology oversight fees and auditing fees. No exceptions
were found as a result of applying this procedure.

11. Inspect the Agency’s indirect cost allocations and determine whether indirect costs were
also charged to the program as direct costs.

Results: Indirect costs were not charged to the program as direct costs.
Procedures related to available funds

12. Inspect Agency interim and year-end balance sheets for each fiscal year to determine if the
AOP program had a negative fund balance at any time during the engagement period.
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Results:  We compared the revenue and expenses in the general ledger each month and
confirmed that the AOP program did not have a negative fund balance at any
time.

13. Inspect uses of AOP program revenues collected in excess of actual program costs for each
fiscal year and determine whether the Agency complied with its policy for handling excess
program revenue.

Results: The Agency’s policy requires an annual reconciliation of budget to actual and
the Agency must provide rebates the following year for revenues collected in
excess of actual program costs. However, the Agency did not follow its policy
for 2021 and 2022 billings. As a result, the Agency:

e Overcharged one source by $2,222 on its 2021 billings..

e Overcharged four sources by $1,186, $2,502, $1,229 and $1,140 on its
2022 billings.

14. To ensure all Title V facilities were billed for permit fees during the engagement period,
perform a query of all Title V sources and synthetic minors on an annual basis.

Results:  The Agency has only four Title V sources. We determined that all four Title V
sources were billed for permit fees.

About the Engagement

We were engaged by the Agency’s management to perform this agreed-upon procedures
engagement and conducted our engagement in accordance with attestation standards established
by the American Institute of Certified Public Accountants and the standards applicable to
attestation engagements contained in Government Auditing Standards, issued by the Comptroller
General of the United States. We were not engaged to and did not conduct an examination or review
engagement, the objective of which would be the expression of an opinion or conclusion,
respectively, on the Agency’s AOP program or on compliance with the specified requirements.
Additionally, the agreed-upon procedures do not constitute an audit or review of the financial
statements or any part thereof, the objective of which is the expression of an opinion or conclusion,
respectively, on the financial statements or a part thereof. Accordingly, we do not express such
opinions or conclusions. Had we performed additional procedures, other matters might have come
to our attention that would have been reported to you.
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We are required to be independent of the Agency and to meet our other ethical responsibilities, in
accordance with the relevant ethical requirements related to our agreed-upon procedures
engagement.

Sincerely,
N

Pat McCarthy, State Auditor
Olympia, WA
March 16, 2023

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 « (564) 999-0950 ¢ Pat.McCarthy@sao.wa.gov





