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March 19, 2007
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FROM:
Frank Partee, Senior Consultant



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

ERROR CORRECTION – February Minutes.  In the item “Climate Change – Global Warming” the quote attributed to Greg Ryan, DTE, should have denoted Greg Myers, Lansing Power & Light. 

Handouts/Announcements – Mr. Mike Johnston   

Letter from the Governors of Mississippi, Indiana and Oklahoma to EPA Admin. Stephen L. Johnson, dated January 30, 2007, 1 page, expressing concern about EPA’s announcement to review and revise NAAQS for Ozone before state efforts to react to the  last revision (2003) are implemented. 

New MDEQ Pollution Prevention Program fee proposal for FY08, dated 2-23-07, 1 page.  Describes new fee added to the existing P2 Program fee - applicable to facilities subject to the federal Toxic Chemical Release Inventory (TRI) reporting - will increase existing fees established in 1987 from $2.5 to $4.9 million.

Testimony (MMA, Mike Johnston) before the House Appropriations Subcommittee on Proposed MDEQ fee increases, dated 2/28/07, 2 pages, states concern about the proposed increase averaging 85% (ranging from 43% to 282%) over current levels and amounting to about $20 million annually.  MDEQ has lost $100 million in general revenue funds since 1996 – but shifting those losses to the manufacturing sector is competitively counter-productive.

Draft Amendments to Michigan environmental statute, §5522(9), Emissions Control Fund, undated, 5 pages, would implement those changes to air fees and their administration desired by the MDEQ. 

Slide Presentation – Air Information Meeting, February 14, 2007, 24 pages, 47 slides, prepared by Air Quality Division in support of proposed significant changes to the nature of the existing legislatively authorized fee program and fee increases.

Table - 2008 Fees (Projected) and 2007 Fees, undated, 15 pages, AQD data comparing differences between 2007 and projected 2008 fees if changes were enacted.  The impact falls most heavily on large emitting industries (utilities, steel, cement, auto mfg., etc.).  For example, one manufacturing facility’s proposed fee would increase from $185,485 in 2007 to $411, 730 in 2008!!

Chart – Historical and Projected MI Air Fee Revenues, dated March 6, 2007, one page, AQD comparison of total annual fee revenue vs. year (1996-2012) for different fee scenarios.

Announcement:  Mike announced (to applause) that Rhonda Ross has formed Rhonda Ross PLC.  Her web site will provide legal assistance and other useful information.

AGENDA

Mercury Rule Update.  Bill Rogers, DTE, gave a slide presentation on the extensive testing development conducted on reducing mercury emissions from their facilities over the last few years.  Selective Catalytic Reduction (SCR) technology for reducing NOx emissions was reviewed.  This process, currently in use at the St. Clair Plant,  uses ammonia to convert NOx to nitrogen and water.  SO2 control technology was also reviewed.  Flue gas desulfurization (FGD) uses limestone slurry to convert SO2 to calcium sulfate and is in use at the Monroe Plant.  SCR and FGD also yield reductions in the oxidized forms of mercury emissions.  Oxidized mercury has an impact on deposition.  Elemental mercury passes through these controls.  

Activated carbon injection is a promising upcoming mercury reduction technology.  Some tests conducted since 2004, yield 90% control efficiencies over 30 days, while others only achieve 60%.  The efficiencies appear to vary based on the type of adsorbent used, the injection rate, the type of bituminous coal used and the size of the electrostatic precipitator at the facility.  There are also concerns about the unknown impact of certain adsorbents over time on facilities and equipment.  Fabric filters may be needed to get increased control efficiencies, but there are many unresolved issues with them (e.g., baghouse fires).  Many plants don’t have physical space on site to fit them into the process. Although much progress has been made the last two years, mercury monitoring equipment reading accuracy is plus or minus 20% and the equipment requires constant attention.  Two PhDs were used by DTE to monitor the equipment during their tests.

Estimated costs to meet the federal program (70% mercury emissions reduction), amount to $300 million needed by 2015.  An additional $100 million would be needed to comply with the Michigan specific rule and that cost doesn’t include the use of fabric filters that may be required at several facilities in order to achieve the more restrictive 90% reductions consistently  over the long term (one year).  DTE will have to spend an extra $100 million to control an additional 100 pounds of mercury per year, or $1 million per ton.

Lou Pocalujka, Consumers Energy, indicated that the DEQ is striving to complete its Michigan specific mercury rule by November or the federal mercury rule would go into effect.  The Michigan proposal has “off ramps” or exemptions that could be more accurately characterized as “rest stops”, since they expire in 2018.  MDEQ doesn’t want to talk in terms of cost per ton of mercury controlled.  

Messrs.  Johnston and Pocalujka mentioned that Sen. Patricia L. Birkholz (R) is introducing or has introduced a bill that would give Michigan time to develop a more reasonable/rational mercury regulatory scheme.  Mike plans to have a thorough presentation on the cost impacts of the DEQ proposal at the hearings on the Birkholz bill.  The smaller municipal power plants will have even higher cost per ton impacts than DTE presented.  The Eckert power plant in Lansing (6 units, 351 MW total capacity) will reportedly have to shut down and a new plant built to meet the current state specific rule.

CAIR Update.   The MDEQ CAIR Rule is out for public comment.  It basically follows the federal rule.  There are some emission inventory issues that need to be resolved, but nothing major.  Comments are due April 2, 2007.  

EPA Review of Ozone NAAQS .  Mike briefly mentioned the action of three state Governors protesting EPA action revising this NAAQS before allowing upcoming corrective state actions to be undertaken.  (See handout above.)

Air Fees Testimony.  Mike said he presented testimony in behalf of MMA’s members on this matter.  (See handout above.)  More on air fees below.

HELLWIG’S HIGHLIGHTS

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)).  In an attempt to address concerns voiced by MMA, Mr. Hellwig said MDEQ will propose in its SIP that the state will maintain records on TBAcs via the MAERS system.  This would have the effect of reducing some of the record keeping burden on industry for this chemical that EPA has classified as not photochemically reactive, but still requires its inclusion in VOC reporting, emission inventories and modeling.  The new VOC definition rule is going forward.  The comment period is closed and the rule change should be done in a few weeks.

Michigan PSD Rule.  Mr. Hellwig reported this new rule is awaiting final EPA approval.  Some comments were forwarded that EPA is expected to handle.

EPA Review of Ozone NAAQS .  Mike Johnston expressed MMA’s expectation that MDEQ would support its position on this proposed review with respect to cost impact. 

Redesignation of Michigan Counties for Ozone NAAQS Attainment.   Eleven counties are proposed for redesignation to ozone attainment, as well as for SE Michigan.  The only non-attainment area remaining is Allegan County and it is projected for attainment in 2009.  

Miscellaneous Rule Developments:  Vince mentioned several regulatory developments.

· New rules for sulfur dioxide limitations basically align the state and Wayne county rules 

· A consumer products rule that was filed January 28, 2007 and an amendment dated January 31 to address TBAs.  AQD will seek alignment with the other states in the region regarding these rules.  There will be 10 more rules in the next year. 

· *There are areas in many midwestern, and some northeastern U.S. cities that exhibit high levels of organic carbon (fine particulate).  AQD is working to have these levels reduced in southeast Michigan.  Controls under consideration include the retrofitting of about 40 railroad diesel engines with controls in the Detroit and Dearborn areas.

Mr. Hellwig left the meeting at this point.

Air Fees

Mike reviewed the DEQ slide presentation and the fee chart, (see above handout references), with an emphasis on slides 36-38.  Since the proposal had the potential to divide the private sector on specific issues, Mike focused the discussion on the points that both utilities and manufacturing could agree on:

· The total revenue in air fees of $16.5 million sought by the DEQ was not justifiable.

· The federal presumptive minimum is in the area of $12 million.

· The group doesn’t support the “no sunset” provision and the fact that future fees are tied to the CPI.

There are no bills out yet, although there should be in about two months.  The House will move to support the governor’s budget and the Senate will likely fight their bill.  In discussion, members  noted: 

· That the presumption that growth in government should be challenged (fees automatically increase with the CPI). It would be more appropriate to tie AQD’s level of effort to business activity.    If the DEQ believes funding beyond the federal minimum is needed, then it should be provided from the general fund especially since air quality is improving and there are fewer Michigan emission sources.

· MMA should coordinate advocacy positions with the Michigan Chamber of Commerce on fee issues.

· Efficiencies in the Michigan ROP program should be sought as was the case with NSR permits using  “value-stream mapping”.  As part of the ROP renewal process, the DEQ requires that the applicant retype the entire permit with revisions, which is a total waste of time.  DEQ says this is required by EPA, although other states allow a much simpler red-lining process to note changes in the permit.  Software to avoid the retype was given to DEQ, but never used.  Now a 3-inch thick software instruction book is needed to process the renewal.  The Michigan ROP renewal is a reapplication.  

· The DEQ should be required to apply value-stream mapping to the whole department to seek broad efficiencies.

· MMA will continue to work toward alternative means to support and maintain appropriate MDEQ staffing and funding.  This was never more important in light of the current Michigan economic malaise, the highly unfavored overall 2% tax on services offered by the administration, and the need to foster an attractive, competitive climate for existing and potential new businesses. 

Air Fee Subcommittee: followed the Air Quality Committee meeting – 1:00 to 3:00 PM.

Mike again started the discussion with focusing on the common ground members agreed upon while seeking views affecting companies. 

Points of agreement from the group:

· Staffing level is too high in terms of dollars targeted ($16.5 million), not necessarily headcount alone.

· Target is the federal minimum of about $12 million

· No CPI

· Need sunset

· Keep the auditor general involved in looking at air quality staff operations (DEQ proposes to drop)

· MDEQ shouldn’t go beyond federal regulatory requirements.  If MDEQ wants to add programs that aren’t federally required, then it should be forced to “go to the hill” to get funding.  

· Require value-stream mapping (or equivalent, like 6 sigma) be applied Department wide.  This has done for the PTI program, not the ROP program.

· Report efficiencies in terms of FTE’s.  MMA asked DEQ to do things quicker and cheaper.  We only got quicker.  

An auto company rep made the point that the utilities are currently under the federal presumptive minimum, which is now at $41.02 per ton, and the auto companies are over.  With the DEQ proposal, the utilities would be roughly 20% over  and the autos would be roughly 60% over.

The utilities, steel, cement and, to a lesser extent, the paper companies get hit the hardest, because of the cap increase from 4000 to 8000 tons.  

To get a complete picture of the workload with the ROP program, MMA needs to get the number of synthetic minor permits and drop outs, in addition to the numbers of applications, renewals and revisions already provided.  In the year 2000, it appears that there were about 400 sources in the program.  Since then, there have been about 60 new sources coming in and about 120 dropping out for a net reduction of about 60. (DEQ would add that there are others in the queue).  The number of PTI applications has also dropped significantly since the year 2000.  

Mike asked if we thought the ESED program was a good use of resources.  The general consensus was that they did provide good information, especially on newer programs, but they shouldn’t be subsidized with other funds.  They should charge for what their cost is, so that they are self-supported.  Other consultant services can’t compete with their artificially low pricing.

Mike thanked everyone for the good discussion and indicated he would use it in his comments on the forthcoming bills in the next two weeks or so.  He plans to summarize the discussion and expressed hope that we would all remain a “family” through all this and that the situation doesn’t go “nuclear”.


Upcoming Dates:
       Next MMA Air Quality Committee Meeting

April 4, 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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