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Memorandum 
	TO:
	Michigan Clients
	DATE:
	Thursday, January 12, 2006

	FROM:
	Frank Partee, Senior Environmental Engineer
	

	SUBJECT:
	MMA Air Quality Committee Meeting – January 12, 2006




Happy new year!  It’s time to get back in the groove and renew your commitment to be an active participant in Lansing environmental developments.  No better way than to attend MMA Committee meetings.  Make sure you check on meeting dates in case the normal schedule (1st Wednesday of the month) is changed, as happened this month!! 

Handouts/Announcements – Mr. Mike Johnston
MMA Monthly Newsletter.  Mr. Mike Johnston plugged this as a way for members to get updated on MMA activities.  If you are not getting it and would like to have it, send an email to Mr. Johnston at Johnston@mma-net.org and request to be placed on the MMA Monthly Newsletter e-mail list.  
2005 Tax Cuts.  Mr. Johnston announced that due to MMA lobbying, the legislature enacted tax cuts especially for manufacturing industries – the largest since the 1970’s.  Personal property taxes for these companies, due to large infrastructures and physical assets, were particularly burdensome.  These have been reduced against the SBT.  

New MDEQ Policy on Penalties.  The Air Quality Division (AQD) Advisory Committee was informed that the Department will begin to assess administrative penalties, which are authorized under the statue and can be levied without public notice or hearing (up to $10,000 per violation, maximum of $100,000).  Administrative penalties are different from consent orders, where both parties must agree to terms, and can be issued unilaterally by MDEQ.  Mike Johnston asked members present whether “deviations” from ROP terms were being reported and whether these were being targeted for administrative penalties.  Members indicated this was not commonly experienced, so far.  MMA opined that this might be a way of making up for static permit fees and shrinking general revenue funds.

House Bill No. 5508, December 13, 2005, 29 pages, amends the “Motor Fuels Quality Act,” which is key Michigan legislation designed to meet new ozone National Air Quality Standards (NAAQS) and which was introduced by Rep. Pavlov, et al, and referred to the House Committee on Natural Resources and the Environment.

Proposed Rule – Part 8.  Emission Limitations and Prohibitions – Oxides of Nitrogen, Jan. 9, 2006, 24 pages, implements federal Clean Air Act (CAA) requirements for Clean Air Interstate Rule (CAIR).

States Collaborative Meeting Summary, December 9, 2005, 1 page, describes efforts by nine states in the mid-Atlantic to Northeast to address control issues needed to meet various revised NAAQS.

Fact Sheet – Proposal to Revise the NAAQS for Particulate Matter, undated, 8 pages, describes EPA revisions to NAAQS for fine and inhalable coarse particulates, proposed on December 20, 2005. 

Letter, Mr. Steven E. Chester, MDEQ Director, to Mr. Bharat Mathur, Acting Region V EPA Administrator, June 17, 2005, 2 pages, petitions EPA for exemptions from Reasonably Available Control Technology (RACT) and non-attainment New Source Review (NSR) requirements for major NOx emission sources in 11 Michigan counties.

Federal Register – 71FR3, Jan. 5, 2006, pages 541-42 and 577-78, announces EPA’s intention to reclassify Vigo County, Indiana from non-attainment to attainment for ozone and to approve Director Chester’s petition (above).   

“Death Notice” - AQD Staff Guidance for Evaluation of Odors, January 11, 2006, 1 page, e-mail message from Dennis Armbruster, AQD, to Mike Johnston, MMA, announces withdrawal of this restrictive and complex procedure proposed for approval of permits for sources deemed to have odor nuisance potential.

Draft Letter – Mr. Michael Johnston to Ms. Barbara Rosenbaum and Mr. Chuck Hersey, January 15, 2006, 3 pages, PM-2.5: Important Issue Regarding EPA’s Proposed Stack Test Methods & Implications for Michigan’s SIP.  Warns that EPA-approved stack test method is unreliable and compliance demonstrations will not be practical. 

AGENDA 

Update on Actions to Attain New NAAQS for Ozone, and PM2.5; CAIR Regulation; and CO NAAQS

Several members made excellent presentations on these topics

· Ozone NAAQS.  Mr. Chuck Hersey, SEMCOG, described efforts with affected industries to revise Act 1984, the Motor Fuels Quality Act, an Act to provide purity standards for motor fuels; to regulate the transfer, sale, dispensing, or offering of motor fuels for sale; inspecting and testing programs; and fees, resulting in proposed House Bill No. 5508 (ref. above handout), supported by Greater Detroit and Michigan Chambers and the oil industry.  He explained that 90% of revisions involved deletions from the existing Act, including Stage II gasoline vapor recovery (gasoline refueling of vehicles).  He recommended members contact the House Speaker and Rep. Pavlov to offer support.  Hearings are expected in the next 1-2 months.

· CO NAAQS.  Mr. Hersey responded to MMA’s inquiry about revisions to this NAAQS.  The EPA is required to revisit and to consider the need for revisions for all NAAQS on a set timetable.  The EPA had not met that timetable for CO, Pb (lead) and NOx.  Consequently, environmental activists sued, and the EPA is now beginning to act.  CO proposal is expected in 6-8 months.

· PM2.5 - Fine Particulates.  Mr. Chuck Hersey gave a slide presentation on the components and sources of fine particulates in the SE Michigan non-attainment area, and the relative contributions by regional versus urban sources.  Monitored non-attainment of PM2.5 occurs only in a small area of Wayne County, but all seven counties in Southeast Michigan must implement tighter control measures.  Further, measurements show that 80-90% of fine particulates are of regional (background) origin and the remaining 10-20% is urban.  The challenge is to define narrow control measures that will bring the few monitors exceeding the annual avg. PM2.5 NAAQS of 15 ug/M3 into attainment.  Studies have shown that the Dearborn area of Wayne County is impacted by crustal particulate (iron) and elemental carbon – a marker for diesel emissions, suggesting focused control measures.  

The timetable for fine particulate actions includes: 1) 2006 – Identify and select controls; 2) 2007 – Obtain legal authority; 3) 2008 – Submit SIP to EPA; 4) 2010 – Attain the PM2.5 NAAQS. 

Mr. Hersey stated that other nearby states, e.g., Illinois, want to focus on long-range transport (regional sources) rather than a detailed analysis of local sources that would have greatest attainment potential.  The possibility for collaboration exists – Chicago has contacted SEMCOG for joint discussions.  Others commented that other states collaborate to Michigan’s detriment; that they are reluctant to control their sources and instead want to relieve economic impact and “spread the pain” by smearing the reductions over a wide multi-state area.

· Revision of NAAQS.  Mr. Lou Pocalujka, Consumers Energy and Work Group, summarized EPA’s proposal to revise the PM2.5 standard, expected to be published in the Federal Register in mid-January, even before states complete planning for the current standard.  The annual avg. 15 ug/M3 will not change. It is proposed to reduce the 24 hr. avg. from 65 to 35 ug/M3 , evaluated as the 98 th percentile averaged over three years and to add a 24 hr. avg. for “coarse inhalable” particulates, including fines < 10 ug and > 2.5 ug, of 70  ug/M3.  If adopted, these revisions will not change the Michigan areas classified as non-attainment.
· Clean Air Interstate Rule (CAIR).  Mr. Pocalujka reported that AQD set up a Work Group to develop a rule – the first draft was released last week (ref. handout above).  If any source is subject to existing NOx emission reduction rules, it will be covered by CAIR.  The rule sets forth a statewide NOx emission cap, or “allowance” and then allocates these among electric generating units (EGUs) and non-EGUs.  The Administration demanded that some allowances be set aside for “renewable” energy sources such as solar, wind, biomass, landfill gas, geothermal or hydroelectric generation. 

PM2.5  Test Method Deficiency.  Mr. Michael Johnston presented a draft letter to Ms. Barbara Rosenbaum and Mr. Chuck Hersey that underscored problems with EPA’s approved PM2.5 stack test method.  This method, RM202, is designed to measure both filterable and condensable fine particulates – the latter captured in water impingers.  This technique can cause reactions to occur and result in higher than actual values, making compliance demonstrations unreliable.  Also, little reliable emissions data are available to guide states in revising their particulate emission standards as desired by EPA.  Mr. Johnston asked members to review and comment on this draft.  Those present agreed that a problem existed.

AQD Odor Policy “Death Certificate”.  Mr. Mike Johnston happily reported that AQD’s “Staff Guidance for Evaluation of Odors Under Rule 901(b) in Permit to Install Applications”, adamantly opposed by MMA, has been withdrawn.  This was announced via an email message to Mr. Johnston from Mr. Dennis Armbruster, Asst. Chief, AQD – which has been dubbed the odor policy “death certificate”.  Henceforth, proposed projects requiring air permits, and having possible odor problems, will be handled on a case-by-case basis. 

MDEQ Needs to Push for Non-Attainment Area Redesignation.  Mr. Bruce Goodman, Atty., referred to an earlier petition of Director Steve Chester to EPA Region V for RACT and NSR exemptions for NOx sources in 11 Michigan counties that have demonstrated attainment of the ozone standard – and which EPA has recently proposed to approve.  He was dissatisfied in light of Indiana’s action to get such an area redesignated to attainment status.  He wants MDEQ to be just as aggressive.  Mr. Mike Johnston said this would be brought up to Mr. Hellwig, AQD Chief.
HELLWIG’S HIGHLIGHTS

Withdrawn Odor Policy.  Mr. Vince Hellwig explained that upon further review, staff concluded the prescriptive approach was too inflexible.  Future situations will be handled on a case-by-case basis.  MMA expressed its appreciation.

CAIR Implementation.  Mr. Mike Johnston explained MMA’s concerns about the broad economic implications of the NOx allowance allocations and how decisions would be made.  Mr. Hellwig said he did not believe that the decision process should be in the rule – because it will become part of the SIP and subject to quantitative demonstration of the benefits of energy efficiency, energy innovation and other set-asides – with possible penalties of $10,000/day.  He wants an open, transparent process with the Public Service Commission involved.  Renewables set asides will be handled via an allocation pool with a duration of 1-2 years, and then returned to the pool.  The “pool” covers allowances not needed for attainment demonstration.  For years when all allocations are not used, they can be transferred anywhere in the 28 state CAIR area.  The CAIR Work Group will meet again on Jan. 31.

PM2.5  Control Strategy and Evolving Issues.  Mr. Hellwig was asked for his views.  He said MDEQ would not comment on proposed NAAQS changes.  He said they would make the following comments on implementation:

· Design control strategy to target local sources, not the entire Air Quality Control Region

· EPA should evaluate impact of Sox/NOx controls on background PM2.5
· Michigan wants flexibility in selecting cost-effective controls – not go to classifications that would require specific measures

· EPA should declare existing Michigan Sox limits as RACM

· EPA should not require condensables to be included in PM2.5  stack test method
· Attainment demonstration should be based on “weight of evidence”, not dispersion modeling which is unreliable for PM2.5      
Redesignation of Non-Attainment Areas.   In response to Mr. Bruce Goodman’s desire to get eligible Michigan counties redesignated as attainment for ozone, Mr. Hellwig said that AQD had requested it.  The problem:  EPA demands a detailed emission inventory for the affected area for the year prior to attaining the NAAQS – in this case 2001.  MDEQ wanted to use 1999-2000, which was already compiled – resources are scarce to conduct special studies.  This will be addressed but will take time.

AQD Initiation of Administration Penalties.  Mr. Hellwig explained that AQD was working with the Attorney General’s Office on how to appropriately apply these and avoid appeal by source.  These penalties are similar to a traffic ticket – although he is concerned that this impression not be made.  He said that certain companies were driving this – where violations are established and nature of business cannot wait for time-consuming negotiations of a consent order that could result in loss of operating license.  Such penalties do not close out related Letter of Violation because no corrective measures are stipulated.

MDEQ/AQD Budget.  AQD received its renewed permit fee authority.  This will result in the loss of 3 full time employees (FTEs) on permit staff.  Also, overall budget has been cut 5% every year.  Although EPA received a budget increase, it reduced state program grants – a loss of $170,000 to AQD.  This will affect the state air monitoring network – which have already closed some background monitors in UP.

Natural Gas Emission Exemption.  Members asked for clarification of alleged exemption being applied to sources using natural gas as fuel.  Mr. Hellwig explained that combustion of gas contains acrolein and cannot meet air toxic requirements.  There is no practical means of control – an incinerator would also burn gas and add to the problem.  Since no carcinogens are involved, AQD plans to grant variances (not an exemption) from air “toxics”, not any specific compound, on a year-to-year basis.

Upcoming Dates:
       Next MMA Air Quality Committee Meeting

February 1, 2006    9:30 a.m. – 12 Noon

At MMA Headquarters 

620 S. Capitol Avenue, 

Lansing, Michigan 48933-2308

517-487-8551

These minutes and the 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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