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MMA Minutes 06/07/07


Memorandum 
	TO:
	Michigan Clients
	DATE:
	June 6, 2007

	FROM:
	Frank Partee, Senior Consultant
	
	

	SUBJECT:
	MMA Air Quality Committee Meeting – June 6, 2006




Handouts/Announcements – Mr. Mike Johnston
AQD Personnel Changes.  Mr. Jeff Pfost, Environmental Partners, Inc., reported the following personnel developments:


Mr. Dennis Armbruster, Asst. Director, AQD:  retired effective May 31, 2007


Ms. Lynn Fiedler, Permit Section Chief:  appointed Acting Asst. Director


Mr. Bill Presson, General Manufacturing Unit Supv.: appointed Acting Permit Section Chief


Mr. Vrajesh Patel:  appointed Acting General Manufacturing Unit Supv.

White Paper – “Michigan Gas Vapor Pressure”, from Grand Rapids Area Chamber of Commerce, dated April 17, 2007, 2 pages.  Puts forth a position, recommended by its Environmental Affairs Committee, to amend the (EPA approved) Michigan SIP with respect to lowered Reid Vapor Pressure (RVP), for eight SE Michigan Counties to attain the ozone NAAQS.  The SIP requires an RVP of 7.0; the contingency plan for western Michigan counties, in the event they exceed the ozone NAAQS, would require lowering their RVP to 7.8.  The Chamber suggests that a uniform RVP of 7.8 for all of “lower Michigan” (undefined) would provide several benefits.  Pros and cons offered.

Draft Senate Budget Proposal for Air Fee (Confidential), undated, 1 page.  Handout summarizes key concepts.    FY 2007-08 appropriation of $13.2 million, somewhat less than target revenues.  Sunset date on fee legislation of September 30, 2011 (4 years).  Other statutory provisions: Annual report, same fee structure as now (i.e., not singling out certain categories for drastically higher fees), and prohibiting MDEQ from adopting any requirements more restrictive than federal standards.  Further, MDEQ would be required to implement efficiency improvements in its permit programs, and conduct a benchmarking study of results compared to its past practices and to competing states.

American Petroleum Institute Statistics – U. S. Gasoline Situation Update – May 31, 2007, 3 pages.  Lists detailed data on production levels and price trends from the Energy Information Administration (EIA) in the 27 U.S. areas it monitors.  Prices for crude oil and gasoline have trended upward since 2002.

API Map – U.S. Gasoline Requirements and Biofuel Mandates, dated May 23, 2007, 1 page, displays by color coding the locations in the nation where 14 different grades of gasoline are required/used, and those eight states which have Biofuel mandates (only Montana and Hawaii are currently in effect).

AGENDA

Fugitive Emissions Reporting.  Steve Parkhurst, Dow Chemical, described a dispute with AQD regarding the reporting of these emissions and requested comments from the Committee on their experiences.  The dispute arises from alleged revisions to required reporting to MAERS, outside of rule making, which imposes additional air fees on the reporting source.  In this instance, fugitive emissions from process leaks were in question and not previously reported because quantification is not reliably available.  Dow learned that other companies with similar operations were not reporting.  Steve determined that reporting such emissions, if attempted, could raise their annual air fee by $7,000.  The basis of AQD’s request was revised guidance issued 12-04-06.  

Editor’s Note:  This guidance was discussed with AQD staff at the December 13, 2006 meeting. This excerpt from minutes of that meeting explains: “Clarification of Annual Emission Reporting Requirements - MAERS.  Mr. Schroeder presented information (refer to handout above) indicating that fugitive and other non-stack emissions, as well as releases where the emissions are quantifiable, must be reported.  Details are provided in AQD’s Operational Memo 13, which lists threshold levels for seven pollutants (tons/year).  Reporting also is required for processes exempted under Rule 212(7), if the process is subject to an emission limit, or if the process total emissions exceed 10% of the threshold levels in Op. Memo 13.  Discussion followed, and Mr. Bruce Goodman, Varnum, Riddering, et al, said he would advise his clients to report only that emissions exist because of the uncertainty of quantification and resultant enforcement liability. He felt it was AQD’s responsibility to quantify the emissions based on process data.”)Member’s comments included:  1) – methods of estimating fugitive organic emissions using SOCME or LDAR procedures exist but are known to grossly overestimate losses; 2) fugitive solvent emissions are usually controlled by leak detection and repair requirements to minimize emissions – any excess emissions would be malfunctions and not quantified; 3) Air Rules provide that a source can report process through-put to MAERS and allow AQD to estimate fugitives; 4) the issue seems to be one of principle – whether to take the hit or to challenge AQD’s initiative taken without rulemaking.  Dow has decided to agree to “disagree” with AQD and will not report these emissions.  AQD would then have to decide what action, if any, it would take to defend its arguably unauthorized requirement.

The Committee decided to take a “wait and see” position with Dow’s approach.

Mercury Regulation Update.  Mr. Lou Pocalujka, Consumers Energy, reported that most recent activity occurred outside the MDEQ Work Group, by an industry/AQD Mercury Impacted Area study group, responding to Gov. Granholm’s concern that hotspots might occur if emissions trading were allowed in Michigan.  Special air dispersion models, including a Minnesota model, were used to transform mercury emissions estimates to fish mercury content.  Results showed minimal effect, and the group concluded that hot spots were a non-issue.  Environmental activist reps were asked to review and comment by June 15 – if accepted, the results will be reported to the Work Group and emissions trading recommended.  

Meanwhile, the utility companies have drafted rules for MDEQ’s consideration – 1) adopt the federal CAMR rule, and 2) separately address the bells and whistles that the Governor’s Office wants.  Enviros have also received these for comment. 

It is now considered a given that Michigan will be subject to a Federal Implementation Plan (FIP) for mercury for 1-2 years.  In that event, the Governor has threatened to issue an Executive Order to ignore the FIP; however, the prevailing legal opinion is that the state would have no such authority.  In the intervening time, if a number of mercury emission trades are executed it would be difficult for Michigan to negate those federally approved actions by adopting a SIP that prohibited trading.  Further, it is unlikely, as some have argued that trading will falter because not all states are allowing trading in their SIPs.  A total of 24 states will not participate (13 have prohibited trading, some others have little or no emissions), but the remaining states represent 2/3 of the total estimated national mercury emissions – enough for a viable trading program.
Ozone Attainment May Be Reversed.  Mr. Jeff Pfost, Environmental Partners, Inc., reported that less than 15 days after EPA approved redesignation of certain west Michigan counties to attainment, Muskegon violated the Ozone NAAQS.  It is forecast that Kent and Ottawa counties will follow suit.  AQD must first “quality assure” the air monitoring data, and then adopt and implement a Contingency Plan.  Elements may include mandated diesel biofuel, reduced RVP gasoline, vehicle fleet turnovers, and stationary source fuel conversions. 

Air Fees Update.  Mike Johnston summarized legislative actions.  The House Subcommittee (Democratic) reported out the MDEQ proposal out to the full Committee.  The Senate Committee (Republican) is drafting its own proposal (see handout reference above).  Mike is working closely with Senator Valde Garcia (R), Howell, member of Appropriations Committee, to limit MDEQ funding in line with declining air permit workload, and toward basic legislative reforms.  Resolution of the two approaches will produce compromise through a House-Senate Conference Committee.  

Grand Rapids Area Chamber of Commerce Proposal - “Michigan Gas Vapor Pressure”.   Mr. Jeff Pfost, Environmental Partners, Inc., presented this proposal in behalf of the Grand Rapids C.C.  The proposal to voluntarily reduce gasoline RVP from 9.2 to 7.8 for “lower Michigan” reflects concern about long-range transport of ozone and its precursors from Chicago and Wisconsin, which EPA Region V has predicted will be “overwhelming”.  The proposal also seeks to transfer more of the burden to achieve the ozone NAAQS from stationary to mobile sources.  Jeff claimed that their analysis of Michigan air quality data showed that the western counties exceeded the NAAQS more frequently than Wayne County and getting more counties to voluntarily use lower RVP fuel would benefit all of lower Michigan, and could avoid more drastic contingency plans.

Mr. John Griffin, representing the Michigan/American Petroleum Institute, presented an opposing viewpoint.  He explained he only heard of the Chamber’s action after it had been taken.  Mr. Griffin showed that compared to the rest of the nation, the Midwest states have only been minimally affected by fuel restrictions, and currently have no mandated biofuel requirements.  Gasoline supplied to Michigan comes primarily from Chicago, with about 17% produced in state at the Marathon refinery (Detroit).  Current Midwest inventories, as reported by EIA, show 6.8 (millions of barrels) of Reformulated Blendstock for Oxygenate Blending (RBOB) which would be the source of lower RVP gasoline versus 48.0 (millions of barrels) of Total Gasoline.  It would be difficult to provide sufficient supply of RBOB in case of any production interruption.  Refineries have spent $8 billion to reduce sulfur in gasoline, which, combined with Onboard Diagnostic instrumentation on vehicles, represents state of the art for vehicle emission reduction.  He cited SEMCOG’s effort in developing effective controls for attainment in SE Michigan, which was inclusive of all stakeholders – vehicle manufacturers, petroleum suppliers, government, environmentalists, etc., and recommended that western Michigan do the same.    

No particular action by MMA was appropriate as this was simply an informational presentation. 

HELLWIG’S HIGHLIGHTS

Mr. Hellwig was unable to attend and no other representative of the Air Quality Division was present.


Upcoming Dates:
       Next MMA Air Quality Committee Meeting

Wednesday, July 11, 2007

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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