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Reference: Council Request (C.F. 09-2722) to Establish a Panel of Qualified Consultants to

Perform Independent Economic Analysis

Subject: REQUEST TO APPROVE A PANEL OF CONSULTANTS FOR THE OFFICE OF
ECONOMIC ANALYSIS

SUMMARY

The Office of the City Administrative Officer (CAO) requests Council and Mayor approval of the
following panel of consultants to perform independent economic analysis on behalf of the City on an
as-needed basis:

II AECOM
" Blue Sky Consulting Group
M HR&A Advisors, Inc.
" Parsons Brinkerhoff
" Urban Community Economics

.. Aspen Environmental Group
" EPS, Inc.
.. ICF International
.. The Rose Institute

,. BAE Urban Economics
II HDR Engineering, Inc.
II Kosmont Companies
iii Tecolote Research, Inc.

On July 14, 2010, the Council established an Office of Economic Analysis (OEA) as a one-year Pilot
Program in the CAO (C.F. 09-2722, Attachments A-1 and A-2). The purpose of the OEA is to
incorporate the use of economic impact analysis into the City's legislative decision-making process.
The Council also authorized the CAO to prepare and release a Request for Qualifications (RFQ) to
create the panel of on-call economic consultants. The selected firms will be able to compete for
specific projects during the term of the Pilot Program, based on available funding. The consultants
will remain on the list for one year with an option to extend the term at the discretion of the City. The
CAO also requests Council and Mayor approval of the proposed criteria and process described in
this report for the OEA to operate during the Pilot Program.

Funding for the OEA Pilot Program

As requests for economic analysis are submitted to the OEA, funding to hire economists to perform
the work will need to be identified. Council District 13 allocated $250,000 in office funds to begin the
Pilot Program (C.F. 09-2722 and C.F. 10-0600, Motion Number 8, Attachment 8). These funds were
specifically provided for economic studies. Depending on the number and complexity of the requests
for studies that are submitted, additional funds may be needed, as the OEA is utilizing existing CAO
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staff for administration of the Program. It should be noted that the Council requested the Chief
Legislative Analyst (CLA) and this Office to explore potential long-term funding for the OEA (Garcetti-
Parks, C.F. 09-2722-S1, Attachments C-1 and C-2). The actual costs for the Pilot Program are not
known at this time because the number and scope of the projects will be defined during the term of
the Program. Compliance with City Financial Policies will be reviewed once the source of the funds
for each request is determined.

San Francisco Office of Economic Analysis

To assess how the OEA could function within the City of Los Angeles, the Council recommended
(C.F. 09-2722) that City staff base its Pilot Program on a similar OEA in the City and County of San
Francisco. While the City of Los Angeles and the City and County of San Francisco are structured
differently, the San Francisco program can serve as a model for implementation during this Pilot
phase. Upon completion of the one-year Pilot Program term, the CAO will evaluate the criteria,
methodology, funding and other factors, and will make recommended adjustments as necessary, to
meet the needs of the City of Los Angeles, should the Program be considered for a longer term. The
evaluation and recommendations will be included in a report back to the Mayor and Council at the
conclusion of the Pilot Program.

The San Francisco OEA (SFOEA) was created through a ballot measure (Proposition I) in 2004 and
is part of the San Francisco Office of the Controller. A copy of the text of Proposition I is included in
Attachment D. The primary role of the SFOEA is the economic analysis of legislation introduced by
the Board of Supervisors, the Mayor or City Departments. During the eight years since SFOEA was
created, the two economists on staff have produced 11 to 13 economic analysis reports per year. A
more comprehensive explanation of the SFOEA is included in Attachment E, Statement of Ted Egan,
PhD, Chief Economist, San Francisco Office of Economic Analysis to the Little Hoover Commission,
October 28,2010.

Los Angeles Office of Economic Analysis Pilot Program

Due to the success and experience of the SFOEA, this Office recommends that the City follow a
modified version of the San Francisco model during the Pilot Program. The SFOEA program is
particularly helpful during this phase because the availability of a successful program from which to
gain best practices and implementation insight will enhance the Program, given the limited resources
currently allocated to the Program.

The Pilot Program will provide the Mayor and Council with an opportunity to utilize specialized
economic consultant services and allow for a more informed and strategic approach to decision-
making and resource allocation. The Program includes an evaluation and assessment of the
proposed criteria and process to determine how the OEA Program will work best in Los Angeles.
Consequently, at the conclusion of the Pilot Program, the criteria and process may be refined as a
result of participant feedback. The proposed Pilot Program criteria and the economic analysis
process are outlined below.
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Pilot Program Criteria

This Office recommends that the OEA Pilot Program apply the criteria described in Sections A and B
below to requests for economic analysis. An economic analysis will be performed if the request first
meets the criteria in Section A and then meets the criteria in Section B below:

A. Request Categories

At this time, it is recommended that the OEA prepare an economic analysis study for requests that
fall into one of the following three categories:

1. Legislation that has been reviewed by the City Attorney;
2. Projects that are clearly defined and include enough data to be evaluated; or
3. Peer review of economic analysis that has been performed by sources outside the OEA.

B. Material Economic Impact

Once the OEA concludes that a request for analysis falls into one of the categories listed in Section
A, the OEA would then determine whether or not the request also has a significant material impact.
To have such an impact, the request should satisfy each of the following four criteria. Therefore, the
request will be determined to have no impact if any of the criteria do not hold:

1. Material impact exceeding $10 million per year.
2. Not an appropriation. (Does not contain an appropriation which applies a fixed amount of City

revenue to different purposes. No grants.)
3. Real effect in law. (A real and clear effect in law and not a policy or a resolution where the

behavior or outcome is not controlled or enforceable. This criterion may be excluded for
projects and peer reviews.)

4. New City policy. (This criterion may be excluded for projects and peer reviews.)

Additional details regarding the criteria can be found in the Findings section of this report.

Pilot Economic Analysis Process

It is anticipated that there will be significant interest in utilizing the Pilot Program for a variety of
studies that would certainly add value and options to the City if resources were available to address
them all. However, we recommend that the Pilot Program use the recommended criteria and process
to select studies that will provide the most valuable and strategic economic impact for the legislative
decision-making process, especially given the City's financial constraints. This proposed process and
methodology is discussed in greater detail in the Findings section of this report.

Pilot Program Evaluation

At the end of the Pilot Program, the OEA will report back to the Mayor and Council with an
assessment of the project based on the experiences and input from the on-call economists, the
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Council, Mayor, CAO, CLA, affected City departments, and businesses which have taken part in the
Pilot Program.

RECOMMENDATIONS

That the Council, subject to the approval of the Mayor:

1. Approve the results of the Request for Qualifications to select consultants to provide
economic analysis services to the City as part of a one-year Pilot Program;

2. Approve the creation of a panel of 13 consultants for the service categories listed in
Attachment F of this report to provide economic analysis services as part of a one-year Pilot
Program to be administered by the Office of the City Administrative Officer (CAO), Office of
Economic Analysis (OEA);

3. Adopt the proposed criteria and methodology for evaluating requests for economic studies
and analysis to be performed by the OEA as contained in this report;

4. Authorize the CAO to enter into contracts with the 13 consultants listed in Attachment F of this
report on as as-needed basis for a period of one year, subject to compliance with the City's
contracting policies, approval of the City Attorney as to form, and funding availability;

5. Transfer $250,000 from the Council District 13 Assembly Bill (AB) 1290 Tax Increment Fund
to the CAO, Fund 100/10, Contractual Services Account 3040, to be used by the CAO, OEA
to prepare economic analysis studies during the Pilot Program; and

6. Instruct the CAD, OEA to report quarterly to the Mayor and Council regarding the status of the
Pilot Program, including studies requested, under review and completed.

FISCAL IMPACT STATEMENT

The impact to the General Fund is unknown at this time. Funding in the amount of $250,000 has
been made available from Council District 13 Assembly Bill 1290 Tax Increment Funds to fund
potentially some or all of the costs of the requested economic studies as part of the one-year Pilot
Program. If the Mayor and Council adopt the recommendations in this report, the City Administrative
Officer, Office of Economic Analysis would work with the Mayor and Council to identIfy funding to
support the project. Compliance with City Financial Policies would be reviewed once the source of
the funds is determined.
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FINDINGS

1. Basis for Report

On July 14,2010, the Council established an Office of Economic Analysis (OEA) as a Pilot Program
in the Office of the City Administrative Officer (CAO) (C.F. 09-2722). The Council also authorized the
CAO to prepare and release a Request for Qualifications (RFQ) to create a panel of on-call
economists. In addition, the Council directed the CAO to report on the status of the Pilot Program to
the Jobs and Business Development Committee every quarter and to the Council after one year. In
this report, the CAO is responding to the request from Council to establish the OEA Pilot Program in
the CAO and to establish the list of on-call economists.

2. Funding for the Office of Economic Analysis

The OEA Pilot Program was created without the provision of additional resources to the CAO, and at
this time, the OEA is supported by existing staff. Council District 13 provided their AB 1290 funds in
the amount of $250,000 to initiate the Program for use as compensation for the studies. Therefore,
as requests for economic analysis are presented to the OEA, funding to hire economists will need to
be identified, should additional funding beyond the initial $250,000 be required.

A Motion (Garcetti-Parks, C.F. 09-2722-S1) adopted by Council on February 16,2011, instructs the
Chief Legislative Analyst (CLA) and the CAO, in conjunction with the City Attorney, the Office of
Finance and the business community, to identify possible permanent sources offunding for the OEA.
The CLA and CAO have begun exploring long-term funding options and will report under separate
cover.

3. San Francisco Office of Economic Analysis

To facilitate the Pilot Program implementation in the City of Los Angeles, the Council recommended
that City staff review a similar OEA in the City and County of San Francisco, which was created
through a ballot measure (Proposition I) in 2004 and is part of the San Francisco Office of the
Controller.

The SFOEA is staffed by two full-time economists (one Chief Economist and one Senior Economist)
who, under the authority of Proposition I, review each agenda for the Board of Supervisors to identify
proposed legislation on which an economic analysis will be performed. By the time the item is
included on the Board agenda, the City Attorney has approved the language of the ordinance or
legislation as to form. The CAO has interviewed the staff of the San Francisco OEA (SFOEA) and
has read the economic reports published by that Office.

Proposition I requires the SFOEA to "identify and report on all legislation introduced at the Board of
Supervisors that might have a material impact on the City." Given resource and time constraints, the
SFOEA states that a "material economic impact" means a net economic impact exceeding $10
million on the entire San Francisco economy. In addition to the $10 million impact, the SFOEA
developed three more criteria to help manage their workload. The SFOEA has the authority to
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update the criteria, as long as it supports the language of Proposition I. Based on their experience,
the SFOEA staff states that to qualify for an economic analysis, the proposed legislation must have a
material economic impact by satisfying each of the following criteria. Therefore, a request will be
determined to have no impact if any of the criteria do not hold:

1. Material impact exceeding $10 million per year.
2. Not an appropriation. (Does not contain an appropriation which applies a fixed amount of City

revenue to different purposes. No grants.)
3. Real effect in law. (A real and clear effect in law and not a policy or a resolution where the

behavior or outcome is not controlled or enforceable.)
4. New City policy.

The SFOEA prepares 12 to 13 economic impact reports per year on legislation encompassing
affordable housing, a payroll expense tax, a parking tax increase, a parcel tax for Recreation and
Parks, establishing the San Francisco Tourism District, and a local vehicle license fee, among
others. In San Francisco, economic analysis and criteria are not applicable to tax proposals being
placed before the voters, because those proposals involve political processes and also because they
are usually, if not always, accompanied by independent economic analysis. In addition, the SFOEA
staff generally does not review regulatory or administrative actions. The process to analyze proposed
legislation in the SFOEA has been in place for many years, and according to staff, by using the four
criteria listed above, the SFOEA has successfully met its mandate as described in Proposition I.

Once the staff of the SFOEA identifies an item for economic analysis, the Board of Supervisors
withholds action on the item for one month while the economists perform the economic impact
analysis and then report to the Board. If the Board of Supervisors considers an item before the
economic study is complete, the item would need to be reconsidered in conjunction with the analysis.

The SFOEA economic analysis reports identify risk factors and mitigation measures which the Board
must consider but is not obligated to approve or follow. An economic impact report may contain an
overview or summary, tables and charts, factors to consider, costs, impacts, notes and assumptions,
and conclusions.

The SFOEA staff notes the difference between an economic analysis function and an economic
research function. From time to time staff provides input to the legislative process at the request of
the Board. This research can assist the final language of an ordinance or legislation to be more
precise. Generally, however, the purpose of the SFOEA is to provide economic analysis rather than
research.

The annual budget for the SFOEA is approximately $300,000 plus related costs for the two
economists. The Office does not include other administrative or support staff. At this time, the
SFOEA is funded by the General Fund. On occasion, the SFOEA hires pre-qualified economic firms
to review work prepared by the SFOEA; however, the SFOEA does not hire outside economists to
write the economic impact reports. Accord ing to the Chief Economist at the SFOEA, the Office is part
of the San Francisco Controller's Office because that is where it can provide the greatest degree of
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independence and credibility to the analysis. The San Francisco Controller is appointed to a 10-year
term of office.

4. Request for Qualifications

On November 30, 2010, the CAO issued an RFQ to establish a panel of consultants to perform
economic analysis on proposals pending before Council. The selected firms and individuals would be
retained on an as-needed and as-requested basis to perform economic analysis. Based on the work
available, the firms on the panel would be able to compete for specific projects. A letter regarding the
availability ofthe RFQ was mailed to 48 prospective proposers. In addition, the RFQ was posted on
the City's BAVN (Business Assistance Virtual Network) website and the CAO Internet site, and was
published in the Daily Journal. Firms had the opportunity to submit questions about the scope of
work and about the City's contract compliance requirements via e-mail and in writing. The questions
and responses were posted on the CAD Internet site by December 22, 2010.

Scope of Work

The RFQ states that economists retained by the City will be expected to:

II Analyze the effect of proposed legislative or policy changes on businesses, visitors and
residents of Los Angeles including the likely impacts on business attraction and retention,
job creation, tax and fee revenues to the City, and other matters relating to the overall
economic health of the City;

III Gather and analyze data using various means that may include statistical and/or mapping
software, conduct interviews or surveys, and write reports on their findings;

II Identify trends in the economy and forecast future trends in areas applicable to the
requested analysis;

III Demonstrate strong computer and quantitative skills and the ability to perform complex
research;

III Prepare reports, including tables and charts, on research results; and,
!iii Present economic and statistical concepts in a clear and meaningful way to those who do

not have a background in economics.

Economists retained by the City may also be expected to use sampling techniques to conduct
surveys and to apply mathematical principles such as calculus and regression analysis to their
research to formulate economic models to help explain economic relations that can be used to
develop forecasts and identify potential impacts.

A general knowledge of basic economic principles is essential since economist services may include,
but not be limited to, conducting research, collecting and analyzing data, monitoring economic trends
and developing forecasts on a wide variety of issues as requested. Good communication skills are
also useful because the economists retained by the City must be able to present their findings both
orally and in writing in a clear, concise manner.
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Evaluation of Proposals

A total of 16 responses were submitted by the due date of December 30,2010. After an evaluation
for compliance with the RFQ requirements, three firms were identified as not responsive to the RFQ
The remaining 13 proposals were reviewed and evaluated by representatives from the CAO, the
Chief Legislative Analyst (CLA), Los Angeles World Airports (LAWA), and the Port of Los Angeles
(POLA). The review team conducted interviews with the 13 firms on February 22 and 23 and March
1,2 and 3, 2011. Contact information for the proposed consultants is included in Attachment F.

The three firms that did not meet the basic RFQ criteria were Beacon Economics, Becton Consulting
Firm and Marinovich Consulting.

ill Beacon Economics did not comply with RFQ Section 2.0, which states that the response must
not exceed 10 pages, excluding the cover letter, City forms and work samples. According to
the City Attorney, the extra pages submitted by Beacon Economics could provide a material
advantage to the firm.

II Becton Consulting Firm did not comply with the requirements in the RFQ, such as Section 2.1,
a cover letter; Section 2.3, a description and history of the proposer; Section 2.3, a summary
of capabilities and experience regarding economics, studies and analysis; Section 2.5,
references for prior engagements; Section 2.6, proposed fee schedule; and Section 4.2, the
City's contracting requirements.

III Marinovich Consulting did not comply with RFQ Section 3.1, which required an original signed
proposal. The company only submitted an electronic copy of the proposal.

Before the City enters into any contracts with the recommended consultants, the firms must
demonstrate compliance with the City's contracting requirements and business tax laws, and the
contracts are subject to review and approval by the City Attorney.

Approval of the RFQ release required a Charter 1022 determination. The Personnel Department
reported that although one civil service classification has the qualifications to carry out a portion of
the economic analysis studies, no one in that classification is performing the required work, and there
are not enough employees to perform the work. Since each economic analysis study is anticipated to
be of shortduration, the City could not continue to staff hired for the project after the completion of
the analysis. Therefore, the CAO determined that it is more feasible to contract for this purpose.

5. Pilot Program Categories of Services

Initially, the evaluation team identified more than 70 types of economic studies and services provided
by the firms. To simplify the Pilot Project process, the RFQ evaluation team then consolidated those
areas of expertise into eight major categories. As a request to perform an economic analysis is
approved and funding is identified, the OEA will issue a Request for Bids (RFB) to the firms with
expertise in the category or categories that best match the content ofthe request. Therefore, the use
of service categories should streamline the process because an RFB would be sent only to the
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consultants with the most experience in the area of the request. The eight categories of services
include:

II Taxes, Revenue and Forecasting
Utility rates, property taxes, fees, policies, cost estimating, business analysis, finance, market
supply and demand, public private partnerships, socio-economic impacts, and real estate
development.

II Legislation and Policy
Proposed federal and state legislation; City Charter amendments; Ordinances; changes to the
tax code; development of policies; could be reactive or proactive and for any subject matter
such as housing, transportation, and land use.

II Labor and Employment
Industry analysis, business analysis, market supply and demand, and socio-economic
impacts.

II Housing
Affordable housing, workforce housing, historic preservation and resources, mixed use
projects, new construction, rental housing, housing policies, and planning.

II Transportation
Airports, ports and harbors, rail, streets, highways, traffic, transit-oriented districts and
transit-oriented development, and infrastructure.

II Real Estate and Urban Planning
Land use policy and planning, development, redevelopment, and land value.

II Energy, Environment and Sustalnablllty
Air quality, water quality, clean fuel, clean technology, climate action plan, development,
environmental justice, green building, legislation, policy and planning, program analysis, urban
forest and habitat, energy and water conservation, power plants, utility rates, and
infrastructure.

II Recreation and Entertainment
Stadium, arena, convention center, public facilities, parks, and events such as a marathon.
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The RFQ evaluation team recommends that the proposed consultants be included in the following
service categories;

Service Categories

Consultants
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The process to analyze proposed legislation in the SFOEA has been in place for many years and
according to staff has successfully met its mandate as described in Proposition L The CAO
recommends that the Los Angeles OEA staff and participants follow a modified version of the San
Francisco model during the Pilot Program. Though Los Angeles and San Francisco have different
governing structures, the SFOEA program will be helpful because the Los Angeles OEA does not
have the resources to develop the criteria and process for a Pilot Program of this magnitude from the
ground up.

During the Pilot Program, the OEA staff and participants will test and evaluate the proposed criteria
and methodology to determine the viability of a long-term model that will best fit Los Angeles.
Consequently, the criteria and process may be adjusted as a result of participant feedback, should
the Program be approved for a longer term beyond the Pilot Program.
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Pilot Program Criteria

The CAO recommends that the OEA Pilot Program apply the criteria described in Sections A and B
below to requests for economic analysis. An economic analysis will be performed if the request
meets the criteria in Sections A and B below:

A. Request Categories

The SFOEA performs economic analysis on only one type of requests, namely legislation which has
been reviewed by the City Attorney which is pending before the Board of Supervisors. For the
proposed Los Angeles OEA Pilot Program, the review team recommends that there should be three
categories of requests that would be considered for an economic analysis:

1. Legislation that has been reviewed by the City Attorney;
2. Projects that are clearly defined and include enough data to be evaluated; or
3. Peer review of economic analysis that has been performed by sources outside the OEA.

The projects in Criteria Number 2 should be clearly defined and include enough data to be evaluated,
including but not limited to: the assumptions; schedule; financial data including investors, funding
plans and estimated revenues; employment projections; and other information. A peer review,
Criteria Number 3, could be requested when the Mayor or Council choose to validate an economic
impact analysis report that was provided by an outside organization. For example, the City may
receive an economic impact study from outside consultants in conjunction with a development
project. The Council and Mayor could request a peer review through the OEA to evaluate the quality
and credibility of the outside economic analysis without having to perform an entirely new impact
study.

B. Material Economic Impact

The SFOEA analyzes legislation that has a material economic impact on the City. For the proposed
OEA Pilot Program, we recommend using similar material impact requirements. The benefit to this
methodology is to provide the Mayor and Council with strong guidelines for implementation that are
geared toward maximum City value and impact. Once the OEA concludes that a request for analysis
falls into one of the categories listed in Section A above, the OEA would then determine whether or
not the request also has a significant material impact. To have such an impact, the request should
satisfy each of the following four criteria. Therefore, the request will be determined to have no impact
if any of the criteria do not hold:

1. Material impact exceeding $10 million per year.
2. Not an appropriation. (Does not contain an appropriation which applies a fixed amount of City

revenue to different purposes. No grants.)
3. Real effect in law. (A real and clear effect in law and not a policy or a resolution where the

behavior or outcome is not controlled or enforceable. This criterion may be excluded for
projects and peer reviews.)

4. New City policy. (This criterion may be excluded for projects and peer reviews.)
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In the SFOEA, an economic analysis will not be recommended for preparation if the proposed
legislation does not have a material impact of $10 million or more per year. If a request includes an
appropriation or grant funding, it should not be analyzed. To have a real effect in law, the request has
to contain specific actions or directions instead of a statement of policy or governance changes. The
request must represent a new policy, such as a new fee, rather than an increase in an existing fee. If
the legislation meets all four of the criteria, the SFOEA will perform the economic analysis. If any of
the four criteria are not met, the SFOEA will not study the request.

Pilot Program Economic Analysis Process

The CAO anticipates Citywide interest in this Program and expects to receive many requests for
economic analysis. The CAO considered two options for processing requests to perform economic
analyses. One approach would be to analyze and perform an economic analysis for every request
submitted to the OEA assuming funding was available. Under this method, all requests would be
treated equally, regardless of their significance to the City. Since the OEA Pilot Program has limited
personnel and financial resources, the OEA would most likely be unable to analyze every request
that is submitted. Consequently, the OEA would need to develop a fair and unbiased method to
prioritize the requests. In addition, the OEA may experience pressure from requestors to select non-
priority requests. This approach to the process could create difficulty in managing expectations
between the requestors and the OEA.

The second approach would be to adopt a process that provides a formal review structure. By
identifying clear expectations for the requestors and the OEA at the start of the project, the Pilot
Program is more likely to meet its goals. The requestors would also know what to expect from the
process and would have clear guidelines for their requests. This approach would also reduce the
number of smaller impact requests for economic analysis. The proposed process would establish
independence from political considerations, which according to the SFOEA, is vital to the work of the
Office. Therefore, the CAO recommends the following Pilot Program methodology:

1. The Mayor, Council and departments submit requests for economic analysis to the OEA. The
requests should include potential sources of funding for the economic analysis.

2. The OEA will determine whether or not the requests meet the proposed criteria for an
economic analysis. If funding is not identified for a request, the OEA will work with the Council
Office, Mayor or Department to identify funds. Economic studies can be prepared if the
requests meet the criteria and are funded.

3. The OEA will notify the requestor when a request is approved.
4. The OEA will prepare a Request for Bids (RFB) and will submit the RFB to the economists in

the category or categories of services that best suit the content of the request.
5. The OEAwil1 review bids from the economists and will select the best and most cost-effective

firm for that request.
6. The OEA will establish contracts with the selected firms and will monitor the contracts. The

contracts will include the schedule and the type and format of the deliverables. We
recommend that the deliverables follow a format similar to the reports developed by the
SFOEA. Their reports typically are prepared within a 3D-day period and are geared toward
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providing the decision-makers with the data and risk factors that meet their need for
qualitative information.

The OEA will report to the Council and Mayor quarterly regarding the status of the Pilot Program.

7. Analysis of Pilot Program Criteria and Approval Process

At the end of the Pilot Program, the OEA will analyze the project based on the experiences and input
from the on-call economists, the Council, Mayor, CAO, CLA, affected City departments, and
businesses which have taken part in the Pilot Program, The OEA will prepare a report that includes
recommendations about the economic analysis process, the evaluation criteria, the on-call
economists, the categories of services, the impact on the City's legislative decision-making process,
funding and staffing and other considerations should the policy decision be made to continue the
Pilot Program beyond this initial period,

by:
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