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Memorandum 
	TO:
	Michigan Clients
	DATE:
	June 7, 2006

	FROM:
	Frank Partee,  Senior Consultant
	
	

	SUBJECT:
	MMA Air Quality Committee Meeting – June 7, 2006



Important Notice:  The next MMA meeting was rescheduled to July 12 to avoid the July 4th holiday.  However, the meeting may be cancelled.  Visit the MMA website before traveling to Lansing in July!!
Handouts/Announcements – Mr. Mike Johnston
Brochure, promotional literature announcing the new Great Lakes Leadership Academy at Michigan State University.  

Letter - Mike Johnston, MMA, to Robert Rusch, AQD/MDEQ, May 19, 2006, 2 pages, supports inclusion of Public Act 104 0f 2006, providing a lower Reid vapor pressure specification for gasoline sold between June 1 and September 15 (high ozone season) in Michigan, in the Michigan SIP as a means to achieve ozone air quality standards.

Draft Letter – from unnamed MMA/industry signatories to Michigan Congressional delegation, June 5, 2006, 4 pages, addresses serious error in EPA’s promulgated “Clean Air Interstate Rule (CAIR)” that inadvertently shortchanged Michigan’s allocation of allowable annual tons of NOx emissions.  Significant, continuing, adverse, economic consequences will result, and assistance is sought to obtain correction from an unresponsive EPA.


List of 21 Michigan Sources Mistakenly Left out of NOx Emissions Allocation by EPA, May 23, 2006, one page.

Memo – Bruce Goodman, Varnum, et al law firm to Mike Johnston, MMA. June 2, 2006, one page. 

Outlines an apparent changed interpretation by AQD field staff of Part 6 air pollution rules that provide an exemption for low usage coatings, primarily for replacement parts.  The new interpretation is placing sources in non-compliance.  Discussion and follow-up was requested.
Regulatory Impact Statement (RIS) form, undated, five pages.  Blank form apparently sent by the State Office of Administrative Hearings and Rules (SOAHR) to MDEQ asking detailed and specific questions on the economic costs and benefits of the proposed program to reduce Michigan mercury emissions by 90%.  

Announcement from East Michigan Chapter, Air & Waste Management Association.  John H. Dingell, Representative, U.S. Congress will be a featured newsmaker at a breakfast meeting, 7:30 AM – 10:00AM, Monday, June 12, 2006, at VistaTech Center, Schoolcraft College, 18600 Haggerty Rd, Livonia.  Tel.: 734-462-4400.  Cost $30.  E-mail reservation to EMCAWMA@comcast.net, or call Barbara Stump, 313-874-0124 for info.
AGENDA

Great Lakes Leadership Academy (GLLA).  Debbie Rowe, Chrysler and GLLA Board Member, introduced Mr. Michael Kovacic, GLLA Director, for a presentation on this new MSU endeavor.

The GLLA is comprised of the MSU College of Agriculture and Natural Resources, Extension Service and the Broad College of Business.  Three Programs are offered – Skills Development, Leadership Advancement and an Alumni Network, building on a history of leadership training in conjunction with the Kellogg Foundation which has provided a grant of $400,000 for the first two years of operation.  The programs are aimed at potential leaders seeking continuing professional development and seasoned leaders preparing for middle to top leadership roles.  MMA members can assist by nominating persons to participate and by becoming sponsors of tuition scholarships and endowment formation.
For detailed information on curricula and costs, contact Michael Kovacic, at (517) 355-8469, or visit the GLLA website: www.glla.msu.edu. 
Air Fees Update.  Mr. Mike Johnston reported that various state department budgets have been combined into an omnibus bill in both Houses of the legislature, making it more complicated to address specific issues, such as the Title V Permit program fees.  The air program budget reportedly meets MMA objectives, namely a maintenance level of funding.  

Discussion indicated that the MDEQ is frustrated that MMA (and corporations) will not support increased departmental funding necessary to implement an “outstanding” environmental program in Michigan.  One example why was given concerning a large grain unloading operation that had never experienced any air pollution problems, only to find after an inspection by an AQD field staff member, that it would have to implement Method 9 visible emission monitoring .  Inquiry disclosed that the field office had identified the operation via an internet search for sources.  This was attributed to a bloated staff chasing a shrinking emission source base and MDEQ being oblivious to the reaction of Michigan business.  Director Steve Chester has vowed that his legacy will be “strict enforcement”.  MMA will continue to force MDEQ to justify funding increases based on real increases in program responsibilities.
Fuels Bill to Limit Gasoline Reid Vapor Pressure Supported.  MMA supported enactment of Pubic Act 104 of 2006, and now supports its inclusion into the Michigan SIP as a means of expediting compliance with ozone air quality standards.  MMA lauded extraordinary efforts by AQD and SEMCOG staff in developing the changed requirements.  Mike Johnston plans to meet with Rep. Sheen to further implementation of the new standards.  (See letter to Mr. Bob Rusch referenced above.)  
CAIR NOx Emission Allowances Fiasco.  
Mr. Lou Pocalujka, Consumers Energy, explained the problem that occurred after the EPA promulgated its Clean Air Interstate Rule (CAIR) and issued required NOx emission allocations to the 28 eastern states included in the CAIR area.  In the proposed rule, methodology for calculating these allocations was provided, but not the results.  Michigan and MMA commented extensively on the rule, but not the final allocation which was not shown in the proposal.  When EPA calculated Michigan’s allocation, it apparently inadvertently omitted 21 electric generating units (EGUs) located in the northern half of the Lower Peninsula and the Upper Peninsula, cutting Michigan’s NOx emissions allocation by 16% of its expected amount.  
The result is that the entire state has been substantially shortchanged on NOx allowances needed for CAIR compliance.  Apparently, Michigan is the only state to have suffered this kind of error which will increase the cost of emissions control, the cost of electricity, and the cost of Michigan products.

A continuing dialogue has been conducted by the MDEQ with the EPA at the Region V and Headquarters levels to communicate the discrepancy and request correction, but to date, the EPA has provided no response.  The EPA had identified Michigan as a buyer of NOx credits because it would be more efficient to control sources in adjoining states.  Valued at an estimated $3,000/ton and an estimated 1800 TPY allocation shortfall, Michigan would have to spend $5.4 million per year for an undetermined number of years to pay for this unforgivable error.  Will the EPA admit its mistake and correct it administratively?  Mr. Pocalujka opined it would not.  EPA views this issue as a “zero sums” game with the national allocation budget already set.  Any gain by Michigan would have to be offset by a loss to some other state.
Much discussion ensued on what actions should be taken and by whom, and whether any could be effective.  It was decided that MMA will alert Michigan’s congressional delegation, and consider personal visits with appropriate industry reps.  In addition, the Michigan legislature and the MDEQ will be approached to coordinate and assist in any appropriate actions.
Another NOx Emission Credits Concern.  MDEQ wants a 200 credit “set aside” to support renewable energy sources as a “trophy”.  Unused CAIR allocated credits would go into an “innovative technology” pool which the state would allocate as it sees fit.  (This asserts an ownership right which MMA opposes, because industry would have spent money to create these credits.)   
Utilities do not oppose renewables, but believes MDEQ’s approach is unwise.  They would prefer such a program, if any, be under the jurisdiction of the Public Service Commission, which is also studying the issue.  Legislators from counties along the east shore of Lake Michigan may be approached - the concept of the state funding large windmill installations in prime tourism areas without adequate cost benefit analysis does not appear desirable.
Compliance with Existing PM2.5 AQ Standards.     SEMCOG is studying ways to demonstrate that existing PM2.5 air quality targets can be met in the Southeast Michigan area without additional emission controls.  No results to report as yet.  This topic will be carried forward.

New Proposed PM2.5 AQ Standards.  EPA’s proposal for a revised PM2.5  national air quality standard was published, and would greatly increase Michigan’s non-attainment area to include the lower half of the Lower Peninsula.  Estimated nationwide implementation costs amount to $37 billion!  Current implementation plans to meet existing NAAQS have not been approved fully by EPA nor effectuated, and yet new standards are being considered.   Members agreed that MMA should submit comments and consider lobbying actions. 
HELLWIG’S HIGHLIGHTS
Mr. Vince Hellwig, Chief of the Air Quality Division, arrived to join the meeting and answer members’ questions.
Low Usage Coating Exemption.  Mr. Bruce Varnum reviewed this issue for Mr. Hellwig.  At least five separate Part 6 coatings rules have an exemption with the same general language:  
“A person may exclude low-use coatings that total 55 gallons or less per rolling 
12-month period at a stationary source from the provisions of this rule, except 
for {the record-keeping provisions}of this rule.”  
Past interpretation of this rule allowed application of this language to each coating used up to 55 gallons per 12-month rolling average, based on the need (for automotive suppliers, etc.) to supply spare or replacement parts manufactured before lower VOC limits went into effect.  Such production was limited and usually scheduled for a few hours on weekends.  Mr. Varnum has a client who uses several coatings whose cumulative usage equaled 60 gallons per the 12-month period.  An appeal to AQD central office (Mr. Bob Irvine) confirmed the field staff’s more stringent interpretation.  Other members who participated in the negotiations leading to rule adoption confirmed that the intent was per coating, and that industry wanted much higher volumes (750-1,000 gallons), but compromised at the lower rate.  Mr. Hellwig took the issue under advisement.
CAIR NOx Emission Allowances.  Mr. Hellwig confirmed the earlier discussion (see above) on EPA’s error.  He related that AQD had made several contacts with EPA during the allocation process, but when the quantities were released, EPA’s contractor claimed not to be aware of any problems.  Mr. Hellwig said that AQD has not contacted any Congressional members and has not briefed Director Chester, who will meet with Region V in two weeks.  He expressed frustration that Region V appeared sympathetic but has not been able to correct the error.  He recommended that MMA wait for two weeks until Director Chester can be briefed and can raise the issue with EPA Region V.  There was agreement that MMA and AQD could “partner” on this issue.

The suggestion was then made that we “partner” on the NOx credits “set aside” (to laughter).  Mr. Goodman raised an interesting problem whereby a buyer buys 10 credits from a user employing solar energy to produce the credits, and later testing demonstrates that only 8 credits were in fact achieved – leaving the buyer in violation of NOx limitations.  Mr. Hellwig acknowledged that possibility and those details were still being worked out.  He clarified that the set aside credits would be derived from non-EGU sources that voluntarily enter the trading system.
Endangered Species Act (ESA) and PSD Permits.  Mr. Hellwig described recent litigation in Illinois which decided that, in those states like Michigan which administer a PDS permit program under delegation of authority by EPA to enforce federal rules, the PSD review must take into consideration requirements of the ESA.  No states have expertise in this area nor are there any procedures developed for this purpose.  Until EPA approves the Michigan PSD rule, recently submitted for approval as part of the SIP, this requirement will apply in Michigan.  Mr. Hellwig pledged to assist PSD permit applicants in any way possible until the pending SIP amendment is approved.

NOTICE:  The July MMA AQC Meeting has been rescheduled to July 12, and may be cancelled.  Check before traveling to Lansing.
Upcoming Dates:
       Next MMA Air Quality Committee Meeting

July 12, 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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