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M

emorandum 
	TO:
	Michigan Clients
	DATE:
	Thursday, July 08, 2004

	FROM:
	Frank Partee,  Senior Consultant
	
	

	SUBJECT:
	MMA Air Quality Committee Meeting – July 7, 2004



Handouts/Announcements – Mr. Mike Johnston
Legislation – Identified as “06782’04 – Offset Bill - Draft 1 - TMV.  1 page, undated.  Sets eligibility date for emission offsets and designates MDEQ emissions inventory as tracking instrument.  
E-mail from Mike Johnston to MI Senate staff.  1 page, dated June 30, 2004.  Forwarded MMA member suggested revision to above Draft Offset Bill – would allow alternates to emission inventory as tracking instrument
Copy of Letter of Violation (LOV).  2 pages, dated September 3, 2003.  From MDEQ Lansing District Office to Genessee Road Commission citing Rule 901 as basis for a violation arising from excessive road dust caused by truck traffic on a dirt road at a construction site.
Air Quality Control Regions – “Bump-down” of New Nonattainment Designations.  Mr. Mike Johnston reported that the legislature (Sen. Patty Birkholz, (R), Saugatuck) has failed to take any action to insure that the Administration requests a “bump-down” for those Southeast and Western Michigan counties now designated “ moderate non-attainment” for revised national ozone and fine particulate air quality standards.  In SE Michigan, such a request, if approved by the US EPA, would avoid re-instituting mandated unpopular motor vehicle emissions inspections, among other concerns.  (See April-May minutes).  Some doubt exist whether the MDEQ will follow through on making a case and submitting it to EPA on time – MMA will continue to urge this action.  
AGENDA

Emission Offsets Issues.  A wide ranging discussion was held on the many problems anticipated due to the recent designation by the EPA (April 15, 2004) that ten Michigan counties are “moderate” non-attainment – Cass and Muskegon counties in Western Michigan and the Detroit Metro area counties in Southeastern Michigan.  Critically, limitations placed on “qualified” VOC/NOx emission offsets are so tight as to make them practically unavailable.  MDEQ cannot identify any currently available offsets, putting an effective ban on growth in those areas for sources having significant emissions of those air pollutants.  (Refer to May 5, 2004, meeting minutes).  Specific concerns include:
· The date after which emission reductions made can be qualified as offsets – EPA has proposed January 1, 2003.  Michigan industries that voluntarily acted sooner will be penalized.

· Interplay under Michigan rules between Emission Reduction Credits and Emission Offsets.  EPA requires an offset ratio of 1.15 for “moderate” nonattainment areas.  Sources that placed emissions reductions in the banking system were required to “donate” 10% upfront to the state, and the remaining credits expire in 5 years.  Which will take precedence?  

· Revisions may be needed to Air Rules, Michigan Act 451 (Natural Resources and Environmental Protection Act), and/or MDEQ operating policies.
Action:  Recommend to Mr. Vince Hellwig that a special Workgroup be set up to examine all aspects of offset requirements and develop workable approaches for meeting them.

NOx Waivers.  MMA questions the status of previously EPA-granted NOx waivers.  It is believed that the EPA has revoked the waiver in SE Michigan; the status in West Michigan is less clear.  This will be brought up with Mr. Hellwig.  (Note: pursuant to the Clean Air Act, Section 182(f)(1), EPA may waive requirements to reduce NOx emissions in ozone non-attainment areas upon a showing that net air quality benefits would be greater in the absence of such reductions).
Air Permit Fees.  Mr. Mike Johnston has been invited to participate in a committee developing specific recommendations to the Michigan legislature for re-authorization of fees.  Legislation must be in place by September 2005, when current fees expire.  MDEQ/AQD has indicated it will seek “application fees”, which have never before been imposed in Michigan, even though other neighboring states levy such fees.  Members were reminded that in the past Wayne County imposed (nominal) permit application fees and then abused this practice by novel interpretations of what sources needed operating permit renewal applications (a coating line might need separate applications for each applicator, vent, etc.).  Mr. Johnston invited members to self-nominate themselves for participation in this important effort.
New Source Review (NSR) Work Group.  Efforts have begun.  A key issue motivating the MDEQ to develop independent PSD permit rules (instead of using the current delegation of authority by EPA to enforce federal rules) is the ability of third parties to appeal state approvals to a federal Environmental Appeals Board (EAB) in Region V (Chicago).  Such appeals stay construction and have introduced significant delays in major projects in Michigan even though MDEQ decisions were upheld.  Current appeal rights in Michigan legislation and rules were described in detail in the June minutes.  MDEQ has proposed: 1) extending third party (citizen) rights to a contested case hearing for major new PSD or NSR source permits – less favorable than the existing ROP appeal process, and 2) extending the right of an administrative appeal to both industry and third parties for new minor permits.  Much discussion centered on the fairness of extending new rights – Mr. Johnston will continue to carry MMA’s preferences to the Work Group.    
HELLWIG’S HIGHLIGHTS
Emission Offsets/ERCs.  AQD is awaiting EPA implementation guidance for the new O3 and PM2.5 air quality standards for direction in addressing future emission offsets needs.  Vince said AQD is considering dropping the ERC program (Air Rules – Part 12. Emission Averaging and Emission Reduction Credit Trading) because there currently are no ERCs that qualify as offsets, the trading program has not been used much, and the EPA has issued a notice of deficiency against Michigan’s program – apparently because the EPA does not accept using source shutdowns as ERCs.  Mr. Hellwig agreed that this issue deserved special focus and said that he would prefer that it be brought to the Air Advisory Group (AAG).
NOx Waivers:  Mr. Hellwig reported that EPA has requested re-application for approval.  Where it makes sense to do so for 1-hour avg. ozone, AQD will reapply.

NSR Work Group.   Mr. Hellwig confirmed the Department’s position with respect to expanded rights of appeal to permit actions and the willingness of the MDEQ to forego a stay when a permit is under appeal.  The AQD expects to continue discussions through the workgroup, complete a draft by August, and hold public hearings on rule revisions in October 2004.
MACT/ROP – Permit Conditions.  EPA guidance to AQD (and other states) is to incorporate all MACT requirements into the ROP permit.  Nonetheless, he agreed that some ambiguity and confusion exists and said he world bring this to the AAG. 
Presentation: Michigan Air Permit Process Changes – “Value Stream Mapping” (VSM)  
Bill Presson, AQD Permit Section, gave a presentation on the evolving new permit procedures based on a recent intensive offsite effort and VSM principles.  AQD is searching for a catchy, new name for their procedure – suggestions welcomed.  Goals for the new system include: Shorter approval time –   < 6 months, increased personal responsibility by AQD/applicant, and action – no hold on process is acceptable.  AQD is touting a Permit Scoping Meeting – up to three days of intensive talks - to expedite permit action.  Members were impressed at the depth of the plan and the enthusiasm of AQD staffers to make a difference here. Plans are to roll out the new process by Labor Day.  For more information please contact Ms. Lynn Fiedler or Mr. Bill Presson, AQD Permit Section.
Upcoming Dates:
Next MMA Air Quality Committee Meeting
August 4, 2004, 9:30 AM – 12 noon 

at MMA Headquarters, 620 S. Capitol Avenue, Lansing, Michigan 48933-2308
These minutes and the previous months’ minutes can be accessed at our website: http://www.phiconsulting.com/
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