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emorandum 
	TO:
	Michigan Clients
	DATE:
	November 3, 2004

	FROM:
	Frank Partee,  Senior Consultant
	
	

	SUBJECT:
	MMA Air Quality Committee Meeting – November 3, 2004



Handouts/Announcements – Mr. Mike Johnston
MMA  Proposed Amendment to “Offsets Eligibility Date Correction” – Senate Bill No. 1377, 1 page, undated.  (Refer to October 2004 minutes.  SB1377 introduced by Sen. Birkholz, et al.  Amends 1994 PA 451, Sec. 5505(2) to set the earliest possible date for emission offsets eligibility.)  
Air & Waste Management Association Fall Conference – Announcement,  Tuesday, November 30, 2004, at the Lansing Center, 333 E. Michigan Avenue, Lansing.  Features MDEQ Director, Steve Chester and other MDEQ and EPA officials.  For details visit www.wmawma.org.  
2004 Elections:  Mr. Johnston reported that the Michigan House Republican seats were reduced from 63 to 58.  Even so the Republican House majority was maintained (58-52) and, in his view, would probably be more workable because it would have to deal more realistically with issues than with the wider margin it had before.
AGENDA

SB No. 1377 - Emission Offsets.  Mr. Johnston distributed a newly worded amendment based on language provided by Mr. Vince Hellwig, Director, Air Quality Division, MDEQ.  It reads:  “Amend page 2, line 6, after ‘plan’, by striking the last sentence and inserting, ‘The Department shall use the air emissions inventory established under section 5503 (k) to track emission decreases occurring after the emissions baseline year that may be available for use as emission offsets and shall, upon request, attempt to verify the validity of the decrease for emission offset credit purposes.”  
As reported last month, Mr. Johnston considered the introduction of this bill as part of the Senate’s “JOBS III” program a major success.  He expected rapid enactment during the approaching lame duck session and signature by Gov. Granholm.  Now timing has been pushed back until the next session beginning in January 2005.  He is still confident of passage, however.

Air Permit Fees.  MMA continued its participation in the 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.  Since further downsizing of state government appears to be necessary, a strategic approach needs careful consideration.  Mike Johnston reminded members that substitution of current MDEQ general revenue funds with fees would cause a double financial loss, because the state would lose the current EPA matching fund grant.  MMA may want to have a two-pronged strategy – one to limit EPA-mandated ROP fees, and another to negotiate continued general revenue fund appropriations.  MMA needs the promised AQD staff permit workload data in order to negotiate re-authorized fees by the deadline in December.  AQD has shown it can meet current permit workloads with already reduced staff count – an argument against budget growth for this service.

Michigan Mercury Emissions Control Report.  Lou Pocalujka, Consumers Energy, reported on this activity.  Background:  Two initiatives are underway – a draft regulation by EPA expected in 2005, and an independent MDEQ rulemaking.  MDEQ set up a broad-based committee including all the electric utilities operating in the state plus other stakeholders to develop an action program.  Mr. Pocalujka felt that progress has been made to: 1) educate non-industry participants in facts versus perceptions about mercury exposure, 2) persuade environmental reps that conversion from coal to natural gas was not affordable, 3) demonstrate that no practical control remedies exist, and 4) Michigan sources do not contribute significantly to local atmospheric levels of mercury.  
A draft report has been circulated for comment.  The issue is whether Michigan should actively pursue a mercury rule on its own or wait for the federal rule.  Any initiative must be coordinated with the state’s energy policy and the need to replace aging generation facilities. The utilities favor waiting for the federal rule, and then if any residual risk remains, MDEQ should make that showing, and based on a cost benefit analysis, demonstrate the need for additional measures.
There are 15 bills pending in the legislature that ban an assortment of mercury-containing products from automotive mercury switches to blood pressure testing equipment.  
New (?) AQD Fugitive Emissions Policy:  Kathy Dahl, Dow Chemical, described new demands by AQD to quantitatively regulate fugitive emissions (leaks from flanges, joints, valves, etc.) in order to obtain a permit, although Michigan Air Rules do not carry such limitations.  When appropriate, fugitives have been handled via a Leak Detection and Repair (LDAR) program.  When asked to participate in a pilot permit application to prove the new Value-Stream Mapping process, several unprecedented issues were thrown in the mix:

· AQD insisted that leaks not only be included as a permit term, but must be subject to quantitative limits, and further must be modeled to demonstrate meeting ITSL/IRSL air toxic pollutant criteria!

· Even when MDEQ’s modeler stated flatly that such use of dispersion models was inappropriate, AQD persisted.  They demanded that the applicant develop ways to quantify and model the fugitive emissions.

· In its MACT rules which require application of control technology for hazardous air pollutants, EPA has rejected applying limits to leaks and has deferred to work practice standards (LDAR).

· AQD apparently badgered some small, unsophisticated firms into accepting (arguably infeasible) fugitive leak standards (25 ppm – below commonly used measuring instruments lower detectable limit), and then attempted to use this as precedent to coerce others to do the same.   

The permit was eventually approved without these demands, but AQD has insisted that it will pursue formalizing fugitive emission standards for permits.  MMA decided that this would be brought up to Mr. Hellwig during his visit.

Permit System Improvements – Value Stream Mapping:  Bob Fedorko, GM, described progress in refining this new, efficient, permit application handling effort – working on the “nasty nine” issues.  These are pet MDEQ policies and practices that outstrip other states’ requirements and create permit approval obstacles and added costs.  For example, the MDEQ “urban legend” that BACT can be more stringent than LAER – soon to be dismissed by a Director’s Memo.  AQD has also agreed to consider  defining LAER for automotive assembly plants.  The Work Group will continue its productive negotiations on these issues.
HELLWIG’S HIGHLIGHTS
Fugitive Emissions Policy:  The above discussion and concerns about AQD’s insistence on unworkable limitations on fugitives were laid out again.  Vince Hellwig alleged he was “unaware” of this issue and would take it up with staff.
Air Permit Issues:  
MACT Permit Terms & Conditions.  Mr. Hellwig was asked for his views on how to incorporate necessary enforceable requirements into  the Renewable Operating Permit (ROP) and then amend such conditions when necessary?  Some facilities may be subject to several MACT standards.  If AQD decides to incorporate each MACT into the ROP, those permits could exceed 1,000 pages.  Also, complicated Title V permit revision rules would make revisions very cumbersome.  Mr. Hellwig mentioned some alternatives – reference MACT in ROP and keep details outside the permit itself; train Permit Section and District Office staff in MACT implementation and writing effective conditions.  

Bruce Goodman voiced an opposite view of incorporating MACT into the ROP in order to take advantage of all alternative operating scenarios.  He also plugged the need to negotiate terms to familiarize both sides on the meaning and intent of technical terms. 
Mr. Hellwig welcomed MMA to set up a Work Group to address these important permit issues. 
Mercury Emission Standards.  Mr. Hellwig reported that AQD’s Work Group is working on seven sections of its report and has requested comments on six sections.  He hopes to send out draft recommendations in the next 2 weeks, and anticipates that business will be completed with 1-2 more meetings
Upcoming Dates:
Next MMA Air Quality Committee Meeting
December 1, 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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