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Memorandum 

TO:
Michigan Clients
DATE:
February 27, 2007

FROM:
Frank Partee, Senior Consultant



SUBJECT:
MMA Air Quality Committee Meeting – February 7, 2007

Handouts/Announcements – Mr. Mike Johnston

Draft Letter from Mike Johnston to Sen. Bruce Patterson (R-District 7-Western Wayne County), undated, 2 pages, addresses economic implications should Michigan adopt restrictions on potential sources of global warming gases.  Sen. Patterson is Chairman, Senate Energy Policy Committee, and had scheduled a Committee meeting for February 8 to discuss global warming impacts.  The letter describes significant negative economic effects that would occur if Michigan attempts to regulate on its own and suggests that any such program must come from the federal government to avoid unequal economic disadvantages among individual states.

Gov. Granholm’s State of the State address – February 6, 2007.  Mike Johnston provided his insights to Governor Granholm’s Address.  The proposed budget has a deficit of $800 million in a total of $43.4 billion.  The Governor proposes to overcome this deficit with a number of actions (smoke and mirrors??) including:

· A two percent tax on services, excluding education and health care services

· An estate tax applicable to about 350 estates each year 

· An increase in the tax on other tobacco products (OTP) and a five-cent increase in the rate on cigarettes

· An increase in the liquor mark-up percentage

· The elimination of certain tax loopholes

· A sales tax break for people who trade in a car when they purchase a new vehicle.

Mike said there are 7,000 fewer state employees now compared to the 70’s.  No change was reported in the 6% sales tax, although some think it might be increased significantly.  There are eight new fees proposed by the MDEQ to raise $20 million.

AGENDA

Climate Change – Global Warming.  (Refer to above handout).  Mike Johnston asked for discussion to get everyone’s thoughts and review different company positions on this issue.  Included in the lively discussion were the following:

· Climate Change is not proven yet and more benchmarking is needed before legislation is developed

· Greg Ryan, DTE, believed that: “The public is sold that we have man-made global warming.  We can ignore it and be viewed as not caring about it and the environment, or we can acknowledge it’s real and try to assist in developing effective strategies to control it”

· others spoke about agreements they had with EPA to reduce CO2 emissions by 12% by 2008

· the Northeast State’s agreement

· the Chicago Climate Exchange

· the Midwest Exchange greenhouse gas registry, and 

· shareholders pressuring companies to act.  

Bob Federko, GM, indicated that the auto companies basically feel that CO2 emissions are a function of fuel economy and should be addressed accordingly.  Utilities view this as a problem that needs to be addressed globally because it doesn’t matter if power is generated in Michigan or China; it has the same impact on the environment.  Others felt there should be more awareness that there are several successful voluntary programs that are underway, including programs to increase energy use efficiencies and registries to establish baselines.  A white paper prepared by the Heritage Foundation on climate change (a Washington, D.C.-based conservative think tank, www.heritage.org) was recommended as a very good source of information on climate change.  Carbon dioxide, (CO2), is a major agent of global warming in the atmosphere, but water vapor has even more impact and both are increasing globally.  China is projected to surpass the U. S. in CO2 generation by 2010.  Firm caps and timetables for emission reductions are counter productive.  

Mike thanked everyone for the good discussion, and said he would use appropriate points in his final comments to Sen. Patterson.  

Revised MDEQ VOC Definition.   AQD previously announced that as part of its efforts to reflect EPA New Source Review reforms in Michigan’s rules, the current definition of “Volatile Organic Compound (VOC)” would be revised to exempt several compounds previously designated by EPA as having “negligible photochemical reactivity”, including t-butyl acetate (tertiary butyl acetate, or TBAc).  However, while TBAc was declared exempt for purposes of emission limitations or content requirements, it would still be treated as a VOC for record keeping, reporting, modeling and inventory requirements.

MMA sent a letter to Mr. Vince Hellwig, AQD Director, with arguments for not treating TBAc differently from other exempted VOC compounds.  AQD responded that EPA would not approve this approach and companies would still have to deal with EPA’s definition of VOC.  It was suggested that perhaps AQD could track TBAc for manufacturers through MAERS or by using an emission factor or estimating usage.  MDEQ uses EPA’s emission factors program called “Fire” for such estimates.  MMA’s position is that Michigan sources should not have to track emissions with and without TBAc and submit compliance reports.  Tracking TBAc usage serves no purpose if, by EPA definition, it is not photochemically reactive.  MMA will continue to follow this issue and advocate a method to comply with minimal additional effort by affected companies.

Michigan’s Mercury Madness.  At the MDEQ Mercury Work Group meeting last week, the latest, revised draft rule was discussed.  Comments to MDEQ are due February 14.  

At today’s meeting, MMA utility members expressed frustration with the failure of MDEQ to take a rational stance on regulating mercury and indicated that they would submit significant comments.  The rule allows 90% compliance and averaging of a company’s facilities within the state.  The rule also addresses so-called “mercury impacted areas”, or hotspots of “high” mercury concentration.  If a source meets the 90% compliance requirement, then it is not required to address the mercury impacted areas.  Conversely, if 90% reduction requirement is not met, an impact analysis must be made to demonstrate that such source is not affecting the hotspot.  It is believed that the proposal is the only mercury rule aimed solely at utilities in the world.  Michigan (read Granholm Administration) says it needs to do more than others.  If this rule goes into effect, one of the utilities predicted that the plant that supplies 75% of Lansing’s power demand, including power to the new, highly efficient GM assembly plant, will have to shut down.  Other issues discussed briefly were the lack of a small emitter exemption and that cost efficiency “off-ramps” expire after two years with no provision for renewal.  Mike Johnston said MMA would submit a strong statement to the MDEQ about the economic impacts of the proposal on Michigan industry.

HELLWIG’S HIGHLIGHTS

Mr. Dennis Armbruster represented Mr. Vince Hellwig, Chief of the Air Quality Division, at this meeting. 

Revised MDEQ VOC Definition.   Dennis indicated that MDEQ couldn’t do what the companies were asking (as stated above).  Companies would still be subject to EPA’s enforcement of its rules.  EPA required Michigan to include TBAc in all VOC reporting requirements, as well as modeling and inventories.  Members asked: “What are companies supposed to do?  Report VOC emission levels with and without TBAc?”  This type of recordkeeping and reporting would be very burdensome and confusing.  Dennis was asked if tracking TBAc only in emission inventories would be acceptable to EPA.  He didn’t think so.  Lee Johnson, Honigman, Miller, et al, quoted from the rule that stated “all VOC reporting must include TBAc”.  If the assumption is correct that TBAc usage is very low, industry may just have to continue to treat TBAc as a VOC, like it was before and take the good news on the other 7 or 8 compounds that were exempted. 

Renewal of Air Permit Fees.  Dennis announced that MDEQ is conducting an informational meeting on February 14 to review their proposal to raise fees on emissions to support their permitting programs.  Supporting materials will be available at the meeting.  They will listen to any better ideas on how to raise fees, but they will not be there to debate the need for the increase.  Mr. Armbruster stated that AQD is not setting up a NSR permit group like other states have with this new revenue.  

As an aside, Mike spoke about how frustrated the group is about the mercury rule and also that 47 other states are talking about how to spend their budget surpluses.  

Michigan Part 18 – PSD Rule.  Dennis was asked about the status of Part 18 (PSD) Rule.  He reported that it became effective and the SIP rule should be coming out soon.  Someone noted that Illinois, Minnesota and Michigan still do not have a SIP in place for PSD.  (Michigan has been delegated authority by EPA to enforce federal PSD rules in Michigan, and will now seek to administer this activity under its own state PSD rule.)

Mr. Armbruster left after this item.

Meeting Postmortem.  Mike’s take on the meeting was that the VOC discussion went well, the discussion on increased fees was not going well (it’s going to happen) and the mercury issue is a “train wreck”.  

Air Fee Subcommittee: followed the Air Quality Committee meeting.

Mike Johnston indicated that the Air Program is funded currently at $11 million and DEQ is going to ask the legislature for $20 million.  Mike indicated that emissions are expected to remain relatively flat over time.  Bob Federko, GM, projected that with the number of planned Michigan plant closings some significant decreases in emission levels will occur.  Mike predicted that the House (Dems) will pass their proposal to support the Granholm budget (i.e., increased air fees with no “sunset” provision and with CPI increases built in).  Michigan’s air fees (limited to covering cost of the Renewable Operating Permit only) are almost double that of other states right now, but other states do have some very large NSR permit fees ($10K – 15K or more per application).  Mike requested members provide information, including numbers of NSR and Title V permits held.  Apparently, the DEQ employs quite a number of highly paid ($120 – 130K) toxicologists, that could be outsourced.  DEQ gets more and more industry reports electronically but haven’t adjusted or adapted to these efficiencies by reducing staff.  Mike requested everyone to report back on the number of active Title V permits, applications, synthetic minors, new and dropped permits to help support the Senate (Rep.) debate.  The $20 million in new fees will come from 8 different programs.  DEQ isn’t giving MMA the information needed to justify the huge increase in fees.  Mike encouraged attendance at the air fee meeting next week by saying “the more the merrier”.  The DEQ has requested those planning to attend to call or email them to register, just to make it easier for everyone to enter MDEQ offices.  The meeting is scheduled for 1:30 and is not expected to last more than three hours.


Upcoming Dates:
       Next MMA Air Quality Committee Meeting

March 7, 2007    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/ 
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