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Memorandum 
	TO:
	Michigan Clients
	DATE:
	March 24, 2005

	FROM:
	Frank Partee,  Senior Consultant
	
	

	SUBJECT:
	MMA Air Quality Committee Meeting – March 2, 2005




Handouts/Announcements – Mr. Mike Johnston
2005 Michigan Manufacturing Agenda, 16 pages (including cover), undated.  Publication of the MMA wish list of legislative/regulatory actions wanted from state government this year, with a Foreward from John W. “Mac” MacIlroy, President and CEO.  Six issue categories are addressed, including: “Reduce and Streamline Regulation”. 
CERA Insight, 6 pages, February 11, 2005.  Report of Cambridge Energy Research Associates, Inc., describing U. S. Senate Committee on Environment and Public Works debate on the Clean Skies Act of 2005 (S. 131), (was) scheduled for February 16, 2005.  

Clear Skies: A Multi-Emission Approach for Regulating Power Plant Emissions, 3 pages, undated.  Presentation by Lou Pocalujka, Sr. Environmental Planner, Consumers Energy.  Includes Table showing emission caps, implementation dates and percent reductions from present power plant emissions for SO2, NOx and Mercury.
Comparison of Bush Administration “Clear Skies” Power Plant Initiative with Existing Clean Air Act Programs, 2 pages, dated March 2, 2005.  Prepared by Bruce Goodman, Attorney.  Table with endnotes presenting quantitative analysis of differences in final emission caps resulting from the two approaches.  The Bush program appears to be less restrictive.

Submitted vs. Received - Renewable Operating Permits Change in Language, 4 pages, March 2, 2005.  Prepared by Bruce Goodman, Attorney.  Lists changes made by AQD to “standard language” used in permit conditions that specified requirements for semi-annual submittals.   
AGENDA
MMA Publishes its 2005 Legislative Agenda.  Mike Johnston reviewed the agenda, especially those items that affect air quality/environmental regulation.  Six issue categories were listed, including:
· Reduce health care costs

· Cut business taxes


 

· Ensure a fair litigation climate

· Reduce and streamline regulation

· Develop a productive workforce
· Encourage economic development and trade.

Within these categories, 66 specific recommendations were made to “create jobs and wealth for our state”.  Of these, 14 or 21% were related to environmental concerns, including insuring adequate general revenue funds to support MDEQ programs, avoid raising air permit fees, repeal the annual wastewater report, and eliminate duplicate regulatory programs by suspending the air toxics rules and instead enforcing federal MACT standards.  Members should obtain the above publication and become familiar with all the MMA Agenda recommendations.
Re-authorization of ROP Fees.  As reported last month (February), in December, the MDEQ requested a 32% increase of $15 million in fees beginning with the renewed legislative authorization. Mike Johnston reported that this huge increase cannot be justified because there is now a surplus of $4.6 million in the fee fund.  Recently, the MDEQ modified its request to an increase of $11.6 million and an increase in the fee cap for utility power plants.  The MMA Air Quality Committee is expected to show the same lack of support for this new proposal.

(MMA has countered that a reduction in fees of 10-15% is called for which would allow “burning down” the current surplus and provide much needed Michigan businesses with “tax” relief (not to be confused with possible reductions in the SBT tax). Sen. Birkholz’s Committee supports the reduction.  MMA’s plan will still meet federal Clean Air Act mandated fee growth in line with the Consumers’ Price Index (CPI).
Clear Skies – National Emissions Reduction Program for Utilities.  Lou Pocalujka, Consumers Energy, presented a paper outlining the key concepts of the Bush Administration’s Clear Skies Initiative and contrasted it with the current mishmash of programs in the Clean Air Act of 1990.  Legislation is considered necessary to rectify the many CAA conflicts with respect to the amounts of reductions needed and their timing.  Consequently, the Clear Skies Act of 2005 (S. 131) has been introduced in the U. S. Senate.  The bill seeks to “harmonize the complex and overlapping web of existing federal requirements covering power plant SO2 and NOx emissions” such as New Source Review, the Regional Haze Program, the Acid Rain Program and the non-attainment programs under state implementation plans for revised air quality standards for ozone and fine particulates (see CERA Insight handout described above).  Further, mercury emission regulations are pending under the MACT Program.  Mr. Pocalujka opined that the emission reductions will occur under both programs, but the Clear Skies will provide a more rational planning schedule and reduce overall costs to utilities and their customers.
Mercury Emissions Rule.  Lou Pocalujka also reported on the status of the Michigan mercury work group.  MDEQ is approaching this issue from the perspective that the state should go beyond what federal regulations (not yet promulgated) will require.  Could this reflect the concern that ingestion of mercury- contaminated Great Lakes fish is causing health problems??  Neighboring states have taken different approaches – Wisconsin is limited by existing rules to go no further than federal requirements; Illinois has declared it would be irresponsible to act before federal regulations are completed.  If Michigan decides on stricter mercury limits, it will become an island with economic disadvantages.  Current energy customers would look to suppliers outside the state and higher energy costs, due to wire (transmission) charges, would result in Michigan.  
The goal of the work group was to reach a consensus position, but Lou felt that this was not likely to happen.  The group has resisted cost-benefit analysis that would show that stricter rules would not impact mercury deposition in Michigan from out of state sources.  It is believed that the Public Service Commission needs to become more involved in the debate.

HELLWIG’S HIGHLIGHTS

Vince Hellwig attended and responded to the following:
1. Is AQD interested in supporting ozone non-attainment area Redesignation?

Ans.  Yes.  This has already been discussed with EPA, with respect to redesignating 10 or 11 

counties.  The process may take 18 months to two years.

2. Is AQD intentionally increasing criminal enforcement of minor violations?

Ans.  There has been no change.  Only one criminal enforcement action is underway at this time.

However, the U. S. EPA has been conducting, on a routine basis, nationwide training in criminal investigations. 

Follow up question:  What is the process to instigate a criminal investigation – do District Office inspectors have this authority or is approval required from a supervisor?  Can you provide a flow chart of this activity?

Ans.  It is rare that a company engages in an intentional violation.  In the past two years, AQD violation actions have actually dropped.  The process will be checked, nonetheless.

3. MMA has a concern that the Air Toxics rule in Michigan is duplicative of the federal National Emission Standards for Hazardous Air Pollutants (NESHAP) that imposes Maximum Available Control Technology (MACT) standards on sources. 
Ans.  This is not AQD’s view.  Rule 224 does not exempt sources from review, but only from the need to do a T-BACT analysis.  It is rare to require T-BACT.  Michigan’s air toxic rule covers all substances other than the 188 HAPs that the EPA regulates (plus 40 exempted substances), and is exclusive of MACT.  It is a technology-based standard and we do not see it as duplicative. Further, 20 other states have an air toxics regulatory program
4. Why does AQD believe it needs to evaluate air toxics when EPA does not?

Ans.  EPA does not have the manpower to conduct an air toxics program as broad as Michigan’s.  They are studying urban air toxics (e.g., The Detroit Air Toxics Initiative Report) and are finding that the MACT standards may not be fully protective. 

5. Would you please look into the recent change in language used in the ROP semi-annual submittals and clarify what significance there is, if any, in specifying that report submittals must be “received by” rather than “postmarked by” a date certain?
Ans.  Certainly.  A response will be provided at the next meeting, or sooner.

Upcoming Dates:
       Next MMA Air Quality Committee Meeting

April 6, 2005    9:30 AM – 12 Noon

At MMA Headquarters, 

620 S. Capitol Avenue, 

Lansing, Michigan 48933-2308
These minutes and previous months’ minutes can be accessed at our website: http://www.phiconsulting.com/
Comments/questions can be directed to Frank Partee (fpartee@phiconsulting.com) or Peg Hopkins (phopkins@phiconsulting.com).
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