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Memorandum 
	TO:
	Michigan Clients
	DATE:
	March 9, 2006

	FROM:
	Frank Partee,  Senior Consultant
	
	

	SUBJECT:
	MMA Air Quality Committee Meeting – March 1, 2006



Handouts/Announcements – Mr. Mike Johnston
E-mail from Mike Johnston to Rep. Craig DeRoche (House Speaker), February 17, 2006, 1 page, urging passage of HB 5508, entitled “Motor Fuels Quality Act”, introduced by Rep. Phillip Pavlov.
“Illinois governor pledges 90% mercury reductions”, February, 2006, 1 page, Michigan Environmental Report, Article by David Gard, MEC Policy Specialist.  

“Scientists surprised - find no mercury damage in teens”, February 21, 2006, 1 page, by Jamie Talan, Newsday.   Reports results of a study of 770 teenage children in the Seychelles Islands, whose mothers consume ten times the amount of mercury-tainted fish as Americans do, yet the children suffered no developmental abnormalities. 
“Mercury Free Michigan”, Feb. 27, 2006, 5 pages, Fact (?) sheets from PIRGIM web site, information on mercury emissions, sources and health effects.  Berates Gov. Granholm for not implementing campaign promise to reduce Mercury emissions by 90% by 2013.  (PIRGIM is the Public Interest Research Group – In Michigan). 
Senate Bill No. 874, introduced November 9, 2005, 5 pages, by Senator Birkholz, et al.   Creates nine-member Michigan Environmental Science Board appointed by the Legislative Council to advise the legislature upon the request of the Senate Majority Leader or House Speaker on issues “affecting the conservation of the natural resources of the state”.    

Act No. 154 (Enrolled HB 4831) – excerpt – MDEQ Line Item Appropriations, effective Sept. 30, 2005, 7 pages.  Shows appropriations for Air Quality /Division for fiscal year ending September 30, 2006. 

AGENDA

1.  Update on NSR Meeting.      

Lee Johnson (Honigman, Miller, et al), summarized five issues that resulted from the NSR meeting with the MDEQ in the morning prior to the MMA meeting;
· Different rules kick in as non-attainment levels change.

· If the state obtains approval of the NOx waiver from the EPA, then different requirements go into effect that the permit applicant would have to meet.

· If there is a reasonable possibility that a project may result in a significant emissions increase, several additional recordkeeping requirements go into effect.  It is not clear how it is determined if there is a reasonable possibility.

· Offset ratios should be clarified to be required at 1.1 to 1 instead of the proposed language that calls for a ratio of at least 1.1 to 1.

· The NSR rules, like the PSD rules package, have their own provisions for challenges to permit actions that are different from procedures that are currently provided for in Part 55 rules.  They would allow the permit applicant or any member of the public to file a contested case petition; whereas, currently only the permit applicant is entitled to file a contested case petition.  The new rules would also change the scope of the review that normally applies in a contested case hearing to include only that information presented for the record during the permit approval hearing, and thereby, exclude attempts to expand the challenge to address new issues.  

Comments on the proposed rules have been reviewed by MDEQ with reportedly no substantive changes made.  

2.  Update on Bill HB 5508 (Pavlov).   This bill requires changes in gasoline formulation to reduce the Reid vapor pressure to a level that reduces the formation of ozone in non-attainment areas during warm weather months.  Speaker DeRoche has delayed moving the bill because he is concerned about high gas prices and the reaction of the public to a bill that imposes on them most of the control costs.  Several key organizations (MDEQ, MMA, State Chamber, and SEMCOG, as well as environmental groups, agree that reformulated gasoline is the most cost effective strategy for controlling ozone.  MMA has voiced its support of the bill through communications with Rep. Pavlov and by laying ground work for public support though letters to the editor of the Detroit Free Press, and assisting in preparation of a favorable Free Press article on this subject.  A second supporting article in the Free Press is planned.  In the meantime, the federal deadline for putting this control measure in place is May 2007.  Timing is already getting tight, considering the lead times required by refineries to make necessary production changes and have different blends available.  The alternative to this control measure would be to impose mandatory vehicle emission testing on eight counties in the southeast Michigan Detroit Metro area – a proposition that was proven highly objectionable in the past..  

3.  Mercury Emissions Update, Lou Pocalujka, Consumers Power, provided information on mercury emission activities.  
Minnesota has adopted a 90% reduction in mercury emissions program.  Annual emissions reportedly have already been reduced from 11,000 to 3,000 pounds with no clear reductions of Hg concentrations in fish.  Now strategies are being considered to reduce emissions by 90% again from 3,000 pounds to achieve the desired reduction of mercury levels in fish.  Illinois Governor Rod Blagojevich has endorsed a plan to cut mercury emissions from power plants by 90% by 2009.  Pennsylvania is requiring the use of low mercury content bituminous coal mined in the state to get an emissions reduction of 90%.  Mr.  Pocalujka explained that mercury emissions from utilities accounts for only 33% of the total mercury emission load, making a 90% emissions reductions target difficult to achieve.  Municipal incinerators are major contributors to Hg emissions and are deposited locally.  Members agreed that mercury is a hot issue that will probably get hotter.  MMA is considering setting up an ad hoc committee to follow this issue.

4.  SB 874 (Rep. Birkholz) - Legislative Environmental Science Board.  Former Michigan Governor John Engler created an environmental science board years ago to advise the MDEQ on controversial environmental issues when requested, but current Governor Jennifer Granholm has not used this resource.  This bill would recreate a nine-member board appointed by the Legislative Council to provide expert, independent information on environmental issues without addressing policy direction.  The bill contains the same (fatal?) weakness as the former Board – experts are expected to serve without compensation.  Most issues of sufficient gravity to warrant examination can consume considerable time and effort, and persons with appropriate expertise are not “on call” to serve at the whim of the legislature.  

5.  Executive Budget – Air Fees.  Air emission fees are frozen for 2006 and 2007.  As a result, about $2 million will be diverted from air programs in 2007, which will likely result in some reductions in staff at MDEQ.  Further, the EPA is considering reductions in its grants to state air quality programs.  Another bill under consideration in the legislature would make the air ombudsman to an environmental ombudsman.  Federal rules require the state to have an air ombudsman to provide support to small businesses in the state; thus, a conflict appears to be brewing.   MMA will continue to monitor this proposal.

6.  CAIR  Update.  (This issue was deferred at the February meeting because the meeting of AQD’s Work Group on the Clean Air Interstate Rule was postponed until February 21, 2006.)   A first draft of MDEQ’s version of the Clean Air Interstate Rule, sometimes referred to as the “Cap and Trade Rule”, was released in January.  It will establish a state-wide cap on NOx emissions (tons per year) and allocate allowances among electric generating units (EGUs) and non- EGUs.  There was a brief discussion that the rule would treat certain types of fuels differently because the administration demanded that some allowances be set aside for “renewable” energy sources.  MMA feels that all fuels should be treated the same.  There is concern that the State, in effect, would be subsidizing renewable energy sources.  Members also questioned why the MDEQ is trying to influence fuel usage patterns with an air quality rule.  This will be an agenda item at the next MMA meeting.
HELLWIG’S HIGHLIGHTS
Vince Hellwig, Chief of the Air Quality Division, attended to answer members’ questions.
Clean Air Interstate Rule Approved NSR Permit Appeals.  Mr. Hellwig addressed the group’s concerns about the appeal process discussed earlier under the NSR rules.  He confirmed that when the agency approves a permit, it takes final action on that permit.  It’s not approved subject to appeal.  Although the potential for court appeal is always there, the company may proceed with construction on the permitted project at its own risk.  Any appeals that may be brought against the permit would not stop construction until the appeal is resolved.  The Attorney General has advised Mr. Hellwig that Michigan is no different than the surrounding states on this point, and that the differences that exist between this rule and Part 55 are not in conflict.  The person filing the appeal must have standing under the state procedures.

Re-Designation of Ozone Non-Attainment Areas. The process of re-designation of areas in Michigan as attainment or non-attainment is moving along.  MDEQ will be announcing the public hearing on these re-designations very soon.  There have been some delays because of inventory issues that had to be worked out with the EPA, who wanted more recent years used for the baseline inventory.  Mr. Hellwig expects to have the request submitted to the EPA in the next two months.  The first round will include 11 counties, and the second round will include five additional counties. 

Administrative Penalty Order Authority.  MDEQ is developing a policy memo setting forth criteria for application of this authority.  With respect to air quality compliance, the administrative orders will be used for less serious violations like recordkeeping or past violations.  Mr. Hellwig indicated that this mechanism may not be appropriate for high profile violators.  In some cases, he suggested it could serve as an alternative to a consent order if the company agrees to it.  There are no stipulated penalties, and the order ceases when the penalty is paid.  Mr. Hellwig referred to it as being similar to a traffic ticket.  Look out for this one!  See funding cuts below.
Clean Air Interstate Rule  (CAIR).  Mr. Hellwig indicated that AQD will have a schedule on the CAIR NOx allowances for the state to present to the Work Group soon.

Cutback In Federal Air Quality Program Grants.  Mr. Hellwig reported that the Bush Administration has proposed a 16% reduction in the EPA’s budget for air grants to states, which will have a significant impact on the MDEQ.  It amounts to a cut of about $680,000.  Mr. Hellwig indicated that if these cuts are made, they will impact certain programs and staff.  At the same time, the EPA is requiring the state handle new activities to monitor for coarse particulate, implement 200 new MACT standards, and make increased facility inspections.

Inclusion of Reference Test Methods in Permits.   Mr. Hellwig also confirmed his position on including test methods in permits that was discussed without him at the February meeting.  He explained that test methods shouldn’t be put into installation permits because when the test methodology changes, the permit would then need to be opened up for revision to specify the new test method.  If conflicts with the new methodology arise, the state would open a dialogue to resolve it.  (It remains unclear whether this addresses MMA’s concern about consistency between test methods used to define allowable emission rates in permit conditions and methods subsequently required to demonstrate compliance.)

NOTICE:  The April MMA AQC Meeting has been cancelled.
Upcoming Dates:
       Next MMA Air Quality Committee Meeting

May 3, 2006    9:30 AM – 12 Noon

At MMA Headquarters, 

620 S. Capitol Avenue, 

Lansing, Michigan 48933-2308
517-372-5900
www.mma-net.org
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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