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emorandum 
	TO:
	Michigan Clients
	DATE:
	October 8, 2004

	FROM:
	Frank Partee,  Senior Consultant
	
	

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



Handouts/Announcements – Mr. Mike Johnston
“Offsets Eligibility Date Correction” – Senate Bill No. 1377, 4 pages, dated 9-9-2004.  Introduced by Sen. Birkholz, et al.  Amends 1994 PA 451, Sec. 5505(2) to set the earliest possible date for emission offsets eligibility.  
Email message, From Vince Hellwig, AQD, to Mike Johnston, MMA, 1 page.  Offers two different substitutes for language in lines 6-8, page 2, of SB 1377.
Memo, “Clearing the Air on Offsets”, 1 page, dated October 6, 2004.  By Bruce Goodman, Varnum, et al.  Presents argument that MDEQ Air Rules require that VOC and NOx offsets be acquired from the Emission Reduction Credit Program under Part 12.

News Release, “Jobs In Manufacturing and Other Sectors Benefit from Environmental Investment in Michigan”, 2 pages, dated 9-28-04.  National study showed environmental activities in Michigan generated about 5% of all Michigan jobs in 2003.
Permit Process Flow Timeline Tracking, 1 page, undated.  Internal form used by MDEQ/AQD to implement and manage the new time-saving permit application review process.
AGENDA

Mr. Charles (Chuck) Hersey, Southeast Michigan Council of Governments SEMCOG, presented an overview of several important recent activities of his organization to prepare for new regulatory issues that will confront the region pursuant to EPA’s new Air Quality Standards for ozone and PM-2.5.  
· The EPA approved Michigan’s application for a “bump-down” for those Southeast and Western Michigan counties designated “moderate non-attainment” for revised national ozone and fine particulate air quality standards.  In SE Michigan, this removes the onerous requirement to re-institute unpopular motor vehicle emissions inspections and eliminates the need for a 15% increased emission offset ratio.  Mr. Hersey attributed this success to a collaborative effort among MDEQ, SEMCOG, and others.

· New controls appear inevitable – the target sources are not yet identified.  It is anticipated that fuel controls may be cost effective compared to further restrictions on manufacturing facilities and utilities, already heavily regulated.  SEMCOG is sponsoring a fuels study of interest to Michigan and other Midwest states, aimed at identifying potential strategies.  The study will be completed in November.  SEMCOG plans to invite neighboring states and affected parties to a “summit” meeting to review findings and look for joint approaches for implementation.

· Presently, the Detroit gasoline market features 10% ethyl alcohol, and in Michigan, 2% of truck fuel is biodiesel.  Ethanol presents a permeation problem – higher evaporative emissions from hoses and other components than from gasoline.

· Emission offsets loom as a real problem to future growth and job formation.  Pollutants affected may include SO2, NO2, PM and VOCs.  MDEQ’s Rule 220 is more restrictive than federal rules at this time. No answers available until EPA issues long-awaited guidance.

· Dispersion models used to verify success of attainment strategies need revisiting.  Sensitivity tests have shown that major reductions in precursors produce little decrease in ozone.   
Air Permit Fees.  Mr. Mike Johnston has participated 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 had indicated it would seek “air permit application fees”, which have never been imposed in Michigan, even though other neighboring states levy such fees.  An expected battle evaporated when AQD became the beneficiary of a $2.9 million windfall from the Michigan Underground Storage Tank Act (7.8¢/gal gas tax).  This has removed pressure to find additional funding.  MMA needs current AQD staff permit workload data, promised by the end of November, in order to negotiate re-authorized fees by the deadline in December.  Mr. Johnston warned that although a “zero growth” policy will be advocated, the $/ton cost may increase to produce the same level of revenue in the face of decreasing annual emissions.  A Permit Fee Subcommittee meeting was scheduled following the AQ meeting. 

SB No. 1377 - Emission Offsets.  Mr. Mike Johnston considered the introduction of this bill a big success.  He said that the Senate will include this bill as part of its “JOBS III” program and expects rapid enactment and signature by Gov. Granholm.  The bill corrects the offsets’ eligibility date in Rule 220 and sets a requirement for the MDEQ to develop a tracking mechanism for public information.
A discussion was held concerning what emission offsets consist of and whether they must be obtained through the Emission Reduction Credit (ERC) program in Part 12 of the air rules.  ERCs suffer from many negatives: 1) a source must register the credits with AQD, 2) AQD must certify their authenticity, 3) the source must “donate” 10% of the total to a state “kitty”, and 4) the credits expire in 5 years if unused.  Further, the issue of ownership of the credits is unclear, and the Michigan program was rejected by the EPA in a dispute over the eligibility of source shutdowns.  

SB No. 1428 “Odor Control”.  Introduced by Senator Kuipers, this bill seeks to apply constraints on how odor complaints are handled.  Key features include:  1) limit to ½ mile, 2) 25% of citizens and businesses complaining, 3) action limited to within 6 months of complaint, 4) complaints must be specific about odor and when detected, 5) MDEQ accountable for costs if it loses in court, and 6) requires AQD rules with objective odor criteria.  

Mr. Johnston said that the bill puts odor enforcement “on the table” and deserves review.  Member reaction focused on many problems, especially verifying that 25 % of people complained – could lead to door-to-door solicitation.  The bills relation to Rule 901 and to MEPA (common law nuisance) was questioned.  It was disclosed that some law firms in Detroit troll MDEQ consent decrees as jumping off points to solicit complaints leading to law suits.  Michigan’s Right to Farm Act contains limits on odor nuisances.  Finally, it was suggested that this bill could spur a rewrite of Michigan’s “antiquated definition of “air contaminant” (“dust, fume, gas, mist, odor, smoke, vapor, or any combination thereof”).  MMA/AQ will continue to monitor developments. 
 HELLWIG’S HIGHLIGHTS
Air Permit Rules Revisions:  Mr. Paul Collins, Permit Section, reported on the status of this important effort that will create a new Rule - Part 18.  The Workgroup devoted to this SIP revision meets October 11 to finish its input.  Current AQD direction includes:
	1. Part 18 encompasses all PSD/NSR issues
	4. Submit final to Legis, Review Board

	2. It updates Rule 220 and Part 1 (Definitions.)
	5. Submit to Office of Regulatory Reform

	3. Close negotiations after next Work Group meeting; internal staff work for 1 month
	6. Public Hearings; adopt in January 2005


Mr. Vince Hellwig joined the discussion.  MMA questioned whether this package should be deferred until action was taken on SB 1377.  Mr. Hellwig said no because the fate of the legislation was not certain.  If enacted and there are language conflicts with the rules package, the statute would take preference.
Offsets.  Members questioned whether it is necessary to revise the Air Rules to clearly establish the creditability of emission credits.  Mr. Hellwig said he didn’t believe so and that it was not necessary to qualify them as ERCs.  The ownership of credits was raised.  Mr. Hellwig referred vaguely to some memo originating under the defunct Air Pollution Control Commission that claimed offsets were property of the state.  He did not favor setting up a formal tracking program, saying that other states avoided a regulated system to maintain flexibility.  He further said AQD was not adequately staffed to verify offsets.
PM-2.5 SIP Regulations.  Mr. Hellwig said that the EPA continues to delay release of this critical rule package – it may not emerge until September 2005.  Meanwhile, there is no insight on offsets or where they might come from.  Potential source categories for further controls include: non-CTG RACT sources, fuels, and small area sources.  
Mercury Emission Standards.  AQD will make its recommendation to the rule Workgroup, with possibly one meeting to be held.  No disclosure on content at this point.  Contrary to public reports, the Illinois EPA has not proposed mercury emission limits. 

Upcoming Dates:
Next MMA Air Quality Committee Meeting
November 3, 2004, 9:30 AM – 12 N
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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