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Memorandum 
	TO:
	Michigan Clients
	DATE:
	November 7, 2007

	FROM:
	Frank Partee, Senior Consultant
	
	

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




Handouts/Announcements – Mr. Mike Johnston
Mike announced that he had to testify before a legislative committee at noon today, and consequently, no one from MDEQ would appear at today’s meeting to shorten the meeting duration.

EPA Ltr. – Mary Gade, Region V Administrator, to Gov. Granholm, 1 page, dated Oct. 16, 2007.   Stated that the delay in EPA approval of MDEQ’s PSD rules was due to provisions that differ with the federal rule, and that both agencies were working to reach agreement.  The letter indicated that approval is expected before the end of November. 

Ltr. from James Kasprzak, Chief, Financial and Business Services Division, MDEQ, to Sen. Michelle McManus and Rep. John Pastor, Chairs, respectively, of the Senate and House Appropriations Subcommittees on Environmental Quality, 3 pages including attachment, dated October 27, 2007.  Provided “hidden” budget data for air quality services totaling $1,352,700.

Budget Appropriations Comparison – 2006 with 2007, 2 pages, undated.  Shows FY 2007 Senate appropriation, Governor Granholm’s 2008 recommendation, and HB 4358 Conference Report of adopted FY 2008 appropriations, and amounts changed from FY 2007.

Journal of the House excerpt – Line Item FY 2008 Appropriations for MDEQ, 17 pages, dated October 29, 2007.  Shows MDEQ budget approved by the legislative conference committee.  The gross appropriation for MDEQ amounts to $370,844,400 of which $26,408,400 is allocated to the Air Quality Division. 

AGENDA

2008 Air Quality Budget and Permit Fees.  A great deal of time was spent trying to parse out the various reports and tables purporting to define the budget for AQD, how much of it was devoted to air fees and whether an increase occurred that was justifiable based on current permit workload. 

 Back in July, it was reported that the House (Dem.) bill being considered then came close to giving the MDEQ what it wanted (approx. $16.5 million), and the Senate (Rep.) bill came close to the EPA “presumptive norm” (approx. $12.1 million) for air fees.  Now the Committee of Conference has recommended in its House Bill 4358 a FY 2008 gross appropriation for AQD of $26,408,400 of which $13,654,900 was allocated to air fees.  However, diligent research by Mike Johnston showed that this amount did not represent the full appropriation because of the new way budgets are presented in appropriation bills.  Beginning in 2006, Departments were instructed to draft budgets in a “cost allocation” method, producing artificially low gross appropriation numbers.  Under the cover of “Restricted Funds” additional air fees were redirected to cover Central Operations, Bldg. Occupation Charges, and Information Technology. Those three items amounted in 2007 to $1,352,700.  That amount was increased by 2% for FY 2008 and when added to the above appropriation of $13,654,900, amounts to over $15 million, closer to the amount in the original House Bill (Governor Granholm’s request).  MDEQ has finally admitted that it has used air fees, supposedly reserved only to offset the cost of the Title V (ROP) permit program, on other activities - especially NSR permit processing. 

Adding to the confusion, HB 5242 (Rep. Doug Bennett) adopted earlier this summer, extended the air fee sunset provision (due to expire September 30, 2007) for four years; statutorily freezing the current fee levels at about $11 million.  The recommended appropriation bill, if passed, arguably does not trump that extension. The legislature must sort this out by January 15, 2008.  Industry may be faced with raising another $4-5 million in fees.  It was reported that MDEQ Director Steve Chester has been pressuring various companies, including some with permit applications in the pipeline, to support the increased fees.  

Member reactions and comments:

· Should MMA support allocation of ROP air fees revenue to other air quality activities?  This ultimately could lead to funding the entire program on fees.

· In Michigan’s current economic situation, MDEQ should have to set core activity priorities and devise staffing and a budget accordingly.  Many Michigan companies have gone through that painful process. Other sources of funding should be sought for special Michigan projects such as mercury emission reductions, air toxics, and other programs beyond federal requirements.

· The proposed HB 4358 allocates more than half of AQD’s total budget appropriation to air fees ($15 million/$26 million).  It is not apparent that the ROP function requires that much budget resource.

· MDEQ/AQD management has threatened to hand permit functions back to EPA Region V if industry doesn’t support increased funding.  Should MMA call their bluff? Mixed opinions were expressed.  

· These increases only exacerbate the negative economic impact of the tax increases enacted by the legislature last month.

In the chaos surrounding the legislature’s ill-conceived tax increases, and public demand for correction, the issue of air fees seems lost.   Members asked Mike Johnston to:

1) Call the MDEQ’s bluff on handing its permit program obligations back to EPA Region V and/or,

2) Prepare an alternative budget at a level of funding acceptable to MMA for presentation to MDEQ and appropriate legislators.

Mercury Rule – Update.  Mr. Johnston said that on October 18, 2007, MMA had issued a press release and the final report entitled: “Evaluation of the Compliance Costs and Implication to Michigan Generators in Meeting the Proposed Michigan Mercury Rule”, prepared by its consultant, James Marchetti, et al, a Washington D.C.-based utility and industry analyst. The report concluded that current federal clean air requirements, including the Clean Air Mercury Rule, would require Michigan utilities to spend $907 million in control technologies between 2009 and 2018. However, the governor’s proposal would cost $2.12 billion — increasing costs on utilities by $1.2 billion.  The media largely ignored the report.  MMA may try to interest “Crain’s Detroit Business” publication in this issue (Amy Lane).

Lou Pocalujka, Consumers Energy, reported Work Group efforts to work with MDEQ have stalled.     The November meeting was postponed.  At the last meeting, MDEQ blew off the utility industry’s alternate proposal.  MDEQ Steve Chester has admitted he was the author of Governor Granholm’s much quoted letter directing the Department to establish a state mercury rule.  The concept of “off ramps”, or alternate requirements if technology proved inadequate to achieve 90% mercury emission reductions, have devolved to “rest stops”, with unceasing reiterations of control efforts by the industry. 

EPA’s position has been confusing.  Mr. Vince Hellwig maintained that Region V considered the Michigan proposal achievable.  Now EPA has told industry reps that the rule appears to be unenforceable with no clear means of determining compliance.  Meanwhile the utilities are working on another alternate proposal.  MDEQ rejection is anticipated.

MDEQ has missed the EPA deadline to adopt a state rule implementing the federal CAMR limits (70% reduction).  A federal Implementation Plan (FIP), expected this fall, has been delayed and will be adopted by EPA in the fall of 2008.  Allocation of mercury allowances will then be devised and implemented and if MDEQ has not acted before then, its mercury rule’s status may be moot.  

Integrated Gasification Combustion Cycle – BACT for Coal-Fired Boilers??  Mike Johnston met with Sen. Patterson (Rep.), Chairman, Energy Policy and Public Utilities Committee, to discuss MDEQ’s over-reaching in setting Michigan energy policy by demanding IGCC be the preferred control technology applied to coal-fired generators.  Sen. Patterson replied he would consider a legislative hearing to bring issues out in the open.  He represents the 7th District in SE Michigan (Grosse Isle to Northville). Director Steve Chester maintains he is doing industry a favor by heading off third party challenges to permits that do not include IGCC.

Citizens’ Petition to Regulate Carbon Dioxide.  On October 11, 2007, a group of environmentalists filed a petition with the MDEQ asking it to determine whether Michigan had the authority and duty to regulate emissions of carbon dioxide (CO2) under state law.  The petition further seeks to have the state begin the process to regulate and to withhold permits until rules are completed.

This clever action is apparently part of a national strategy by several united non-government organizations (NGOs) to advance climate change activities at the state level – Kansas and Nevada have also been involved.   The MDEQ must respond within a deadline.  It could issue a declaratory ruling, which is reviewable in District Court.  If successful, the NGOs would have a favorable Michigan court decision to back up demands for controls.  EPA is preparing a federal CO2 rule that is subject to public comment, but their action moves slowly.

Members discussed legal implications – which would take precedence under Michigan law – an MDEQ declaratory ruling or a State Attorney General’s Opinion?  If the latter, a pre-emptive move might be effective.  It was agreed that MMA should get involved early and not allow MDEQ to handle this internally.

MMA Draft Ltr. To Gov. Granholm Re New O3 NAAQS.  MMA proposes this draft letter emailed to members, supporting a NAM effort to oppose EPA’s proposed tighter O3 NAAQS.  It solicits Gov. Granholm’s support.  Mike Johnston wants member companies to jointly sign the letter to give it more weight.  Copies will be sent to the Michigan congressional delegation.  Please contact Mike about your consent by Monday, November 12.

State Panel on Climate Change in the Wind?  An unconfirmed rumor has it that MDEQ Steve Chester is putting together a 35 member Climate Change Panel to develop a Michigan plan to address global warming issues locally.  Mike Johnston professed no knowledge of this action.   Information will be sought.

HELLWIG’S HIGHLIGHTS

As mentioned above in Announcements, no Air Quality Division representative was invited to this month’s meeting.

Upcoming Dates:
       Next MMA Air Quality Committee Meeting

Wednesday, December 5, 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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