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Retrofit Workgroup Meeting 
Construction 

October 13, 2004 
 

Purpose 
 
 Leah Wood Pilconis (Associated General Contractors of America [AGC], co-chair) 
called the meeting to order at approximately 10:30 a.m.  Following introductions (see List of 
Attendees at the end of these minutes), Ms. Pilconis noted that the purpose of the meeting was to 
discuss obstacles to retrofitting diesel engines in the construction sector, meaningful incentives 
for retrofit, and next steps for the group in 2004/2005. 
 
 Rich Kassel (Natural Resources Defense Council [NRDC]) suggested that perhaps the 
group should discuss goals first, noting that the School Bus Subgroup has formulated clear, 
numeric retrofit goals.  Jim Blubaugh (EPA, manager of the Diesel Retrofit program) indicated 
that EPA wants this subgroup to develop recommendations on how to move forward in this 
industry sector through characterizing the population/distribution of diesel engines, identifying 
retrofit incentives and obstacles, and developing a workplan for generating advice for EPA. 
 
Incentives and Obstacles 
 
 The participants engaged in a wide-ranging discussion of diesel retrofit incentives and 
obstacles in the construction sector.  The discussion points are summarized in the following 
paragraphs. 
 
 Patrick Mohrman (Caterpillar) pointed out that retrofit in the construction sector is 
currently better funded than the school bus sector, based on grants awarded under state programs 
in Texas and California.  The Texas program is the Texas Emissions Reduction Plan (TERP), 
while California has the Carl Moyer program.   
 
 Ms. Pilconis handed out an article on TERP that is scheduled to run in the November 
issue of “Constructor” (included as an attachment).  She noted that more than 40 AGC members 
are set to voluntarily reduce pollution from their construction equipment using grants under 
TERP.  It is estimated that the construction industry will be credited with reducing emissions of 
ozone-producing nitrogen oxides (NOx) in Texas by almost 6,000 tons over 9 years.  She 
indicated that the Carl Moyer program is not just for the construction sector, but this sector has 
taken advantage of the program.  For the Carl Moyer program, the AGC has been working with 
Caterpillar to determine the best retrofit techniques for various models of Caterpillar engines.  
Howard Gerwin (John Deere) indicated that he would like more information on getting involved 
in the Carl Moyer program; Ms. Pilconis offered to set up a conference call with a 
knowledgeable AGC representative to discuss the program, if needed. 
 
 Ms. Pilconis and others summarized other incentives: 
 

• State tax credits.  These have been tried in Oregon and Georgia, but not many companies 
have taken advantage of them.  The have suffered from a lack of publicity and the fact 



FINAL  November 19, 2004 

that the incentive is not very large.  These programs reduce a company’s taxes by a 
portion of what they have spent on retrofits.  Because state taxes are not generally very 
high, this does not amount to a great deal of money. 

 
• Contract specifications.  This involves specifying in the contract that goes out for bid that 

the work must be done using retrofitted equipment (or some percentage must be 
retrofitted).  Local Law 77 in New York City requires this for all contracts in the city.  
New Jersey has recently proposed similar legislation that would require all public 
projects to include such contract specifications.  The AGC believes that this approach 
unfairly penalizes smaller companies, which do not have as much money to spend on 
retrofits.  A large company can submit a lower bid, using its greater resources to retrofit 
its equipment without reflecting the cost in its bid.  A small company would not have the 
money on hand to retrofit its equipment, and so would be unable to match the larger 
company’s bid.  After retrofitting its equipment, the large company would continue to be 
at an advantage in subsequent bids. 

 
• Bid preferences.  This approach awards a preference to companies that commit to using 

retrofitted equipment to perform a contract.  The AGC believes that this approach 
similarly penalizes smaller companies.   

 
• Bid allowances.  This approach provides an allowance for retrofit expenses, if needed, 

that does not count against the company in the bid evaluation process (i.e., contract 
would be awarded to the lowest bidder).  This levels the field for smaller companies, 
allowing them to recoup the expense of retrofits so that they can compete with larger 
companies.  

 
 Mr. Blubaugh stated that EPA is looking at models for funding construction sector 
retrofits.  He pointed out that school bus retrofits have limited federal funding, with additional 
funding coming at the state level.  He hopes that similar funding will come for the construction 
sector.  He noted that EPA would support a federal TERP-style program. 
 
 Mr. Gerwin stated that there are two aspects to an incentive program that should be 
considered separately: the funding mechanism and the allocation method.  He noted that TERP 
and Carl Moyer are different in both regards.  For funding, TERP has a more stable mechanism 
based in part on fees collected on the sale and use of construction equipment.  The Carl Moyer 
program depends on the annual California state budget, which could be reduced at any time.  He 
pointed out that funding for school bus retrofits is a relatively easy sell since it involves the 
health of children and under-funded school systems; it may be harder to sell subsidizing retrofits 
for the construction sector, which will use the equipment to make money. 
 
 Urszula Miezio (Johnson Matthey) suggested that statistics on emissions from the 
construction sector and air quality impacts could help sell the need for economic incentives for 
the industry.  Ms. Pilconis indicated that there is already a lot of information available on the 
equipment inventory in the construction industry, and summarized the situation: 
 

• Construction equipment lasts a long time, so much of it is old. 
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• Companies do not retire the equipment early for economic reasons. 
• Construction equipment probably contributes to nonattainment in some areas, and it 

would benefit air quality to retrofit construction equipment.   
• The question is how to achieve retrofit without economically damaging the construction 

industry. 
 
 Mr. Gerwin added that even when equipment is “retired,” the company often uses it as 
backup equipment.  He noted that there is a lot of Tier 0 equipment with this status.  This 
equipment is used occasionally, with high emissions.  Ms. Pilconis pointed out that large 
companies often “retire” their old equipment by selling it to smaller companies.  This 
compounds the problem because small business with little money for retrofits generally own the 
old equipment that most needs retrofitting.  She went on to state that the group needs to look at 
state and federal funding mechanisms, as well as allocation models.  She believes that the TERP 
program is a good model for both.  There is no federal funding model at this time, only isolated 
grants from EPA’s Office of Transportation and Air Quality (OTAQ). 
 
 The AGC has developed a legislative proposal for a federal tax incentive for the 
construction industry.  Ken Simonson (AGC Chief Economist) distributed a handout on the 
proposal and summarized its main points: 
 

• The legislation would provide an immediate federal tax write-off in the first year for the 
entire cost of qualifying retrofit equipment. 

• To qualify, the equipment must be on EPA’s Verified Technology List. 
• The legislation is modeled on an existing section that allows an immediate write-off for 

alternative fuels.  A similar new section in the recently-passed tax bill will provide an 
immediate tax write-off for desulfurization equipment purchased by small refineries. 

 
 Mr. Mohrman asked whether the equipment would qualify if it is on the California Air 
Resources Board (CARB) Verified Technology List.  Mr. Blubaugh noted that EPA has agreed 
to recognize technologies on the CARB list.  Ms. Pilconis indicated that the language in the 
proposal should be revised to include the CARB list. 
 
 Mr. Gerwin asked what effect retrofitting an engine has on the existing engine 
certification.  He also pointed out that retrofitting affects emissions, and could make emissions 
worse if the owner uses the equipment improperly (such as by using a high-sulfur fuel). 
 
 Mr. Mohrman responded that removing an existing after-treatment device from a certified 
engine to replace it with a more effective device is technically tampering.  (There is no such 
problem if one simply adds a control device without removing one.)  He noted, however, that 
EPA’s enforcement policy known as Memo 1A provides that EPA will choose not to enforce for 
“tampering” that reduces emissions.  However, the “tampering” retrofit breaks the engine 
certification. 
 
 Mr. Blubaugh indicated that the manufacturer would not be held responsible if the owner 
uses the wrong fuel in his equipment.  The owner would be at fault because he did not use the 
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verified technology as listed.  The Verified Technology List specifies both the equipment and the 
type of fuel. 
 
 Mr. Gerwin noted that the proposed tax legislation would pay for the equipment retrofit, 
but asked how one would convince the equipment owners to take advantage of it.  Ms. Pilconis 
and Mr. Peter Truitt (EPA, construction industry point-of-contact) responded that applications 
for TERP have been in excess of available funds.  Ms. Pilconis went on to state that AGC has 
done a great deal of outreach and education for the construction industry, and the industry is 
aware that poor air quality has the potential to be a big problem for construction in nonattainment 
areas.  She believes that the construction sector will take advantage of this incentive in 
nonattainment areas  
 
 Mr. Gerwin noted that some customers now request a “retrofit” when they initially 
purchase a piece of equipment and asked whether such “factory-fit” equipment would be 
included under the proposed legislation.  Mr. Mohrman suggested that new equipment is cleaner 
and that legacy equipment is the biggest issue.  Mr. Gerwin responded that they now have 
customers who are under New York City or California constraints to go beyond Tier 2 
certifications. 
 
 Ms. Pilconis and Mr. Simonson indicated that they will set up an email group to get 
comment on the draft legislation from members of the group.  Mr. David Schwietert (AGC 
Environmental Lobbyist) stated that AGC wants to reach out to the construction sector to achieve 
clean-up.  He believes that the draft legislation is advantageous in that it is fair to all and does not 
restrict commerce.  They are rolling out the idea in this group to obtain feedback. 
 
 Mr. Gerwin asked what the cost of the proposal would be.  Mr. Schwietert responded that 
it has not yet been calculated. 
 
 Mr. Kassel suggested that the group needs to recommend measures that will lead to the 
true retirement of old equipment, not just relegate it to back-up status.  Even though such old 
equipment is used less, its emissions are so high that they can be significant even with limited 
use.  He indicated that the group’s recommendations should address speeding up real 
replacement of equipment. 
 
 Mr. Mohrman responded that speeding up retirement could cripple the construction 
industry.  He stated that any measure that devalues old equipment presents a very large problem 
to the industry.  He explained that a company’s biggest asset is its equipment.  The value of that 
equipment is critical to the amount for which a company can be bonded, which is critical to the 
size of the contracts it can bid.  For example, if retrofit incentive programs reduce the value of a 
company’s equipment by 30 percent, it reduces its bonding amount by 30 percent and could 
result in the company not being able to compete for contracts large enough to support its capital 
investment.  Mr. Mohrman emphasized that this is very important and stated that this concern is 
why the proposed legislation is so advantageous.  Mr. Gerwin added that the value of a 
company’s equipment also affects its ability to lease additional equipment. 
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 Ms. Pilconis stated that the incentive program needs to be something that construction 
companies will do and something that engine manufactures and after-treatment device 
manufacturers can make happen.  Mr. Gerwin pointed out that there are a very wide variety of 
engine models that must be addressed in retrofitting.  In most cases, the equipment owner calls 
his dealer to determine how to retrofit the engine, who in turn calls the manufacturer.  He 
indicated that this entails hidden costs for “legacy engineering” for the manufacturer to 
determine how to best retrofit each engine model/duty cycle combination.  He gave the example 
of a piece of equipment with an old, Tier 0 engine.  The best control alternative may be to 
replace the engine with a Tier 2 engine, but such a replacement involves a great deal of 
engineering to make it work properly.  He stated that at Deere engineering resources are a 
problem; the company must balance the needs for retrofit engineering with the development of 
the Tier 3 and 4 engines.  Mr. Truitt stated that ultimately the funding for retrofitting will come 
from the equipment owner who needs the retrofitted equipment.  When there is a new, large 
retrofit market, there will be money to be made in satisfying the demand. 
 
 Ms. Pilconis said that there are three types of obstacles to construction sector diesel 
retrofits:  technology, installation, and cost.  Regarding technology, at this time there are no 
retrofit technologies verified by EPA for use on nonroad diesel engines used in construction 
equipment.  The many engine models, varying duty cycles, and space considerations for retrofit 
after-treatment devices all present obstacles to verifying technologies, although there have been 
some successful, cooperative demonstration projects.  She asked who will fund the verification 
process—engine manufacturers and after-treatment device manufacturers?  A participant noted 
that EPA is working to get technologies onto the Verified Technologies List.  Mr. Gerwin added 
that this is a difficult task since one technology may work well on a particular engine for a 
particular type of duty cycle, but not work well on the same engine with a different duty cycle.  
Mr. Blubaugh pointed out that the Verified Technologies List specifies the type of fuel for each 
technology, but not the duty cycle. Mr. Kassel indicated that once the technology is available, 
there still must be some impetus for equipment owners to retrofit their equipment.  He noted two 
alternatives—require retrofit, or provide economic incentives and education. 
 
 Regarding installation, Ms. Pilconis indicated that this is an obstacle for the equipment 
owner.  At this point, they are not sure who they can trust, where they should buy retrofit 
equipment, or where to have it installed.  The AGC has been trying to educate its members on 
this.  Mr. Gerwin stated that owners should go to their dealers for these services.  Ms. Pilconis 
pointed out that no dealers were in attendance at this subgroup meeting.  She said that for the 
fleet owner, anything that lowers the value of his equipment hurts his business greatly.  The 
equipment owners have a real need for the technology piece and the installation piece to be 
pulled together. 
 
 Mr. Mohrman pointed out that the subgroup had identified cost as the biggest obstacle at 
the June meeting.  He noted that the proposed tax legislation is one approach to the cost obstacle.  
He went on to say that the legislation will not do it all—after leveling the playing field with the 
tax write-off, then a bid specification can be used to provide the impetus for retrofits without 
disadvantaging anyone.   
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 Mr. Mohrman also noted that it will be problematic for contractors if each jurisdiction 
has its own system of bid specifications/preferences/allowances.  Mr. Kassel responded that it 
should not be a problem if all jurisdictions give credit only for technologies on the EPA/CARB 
Verified Technologies List. 
 
EPA Sector Strategies ICF Contract 
 
 Mr. Truitt reported on an upcoming EPA-funded effort.  The EPA will be kicking off a 
3-month project with ICF to look at incentives for retrofitting equipment in the construction and 
ports sectors.  ICF will be evaluating all sorts of incentives and programs, providing a 
description and the pros and cons of each.  They will look at SIP credits, tax credits, trading, 
grants, energy-reduction incentives (many of which also reduce emissions), CARB programs, 
TERP, natural gas-fueled vehicles, and many others.  The draft report should be ready in January 
2005.  Mr. Truitt asked for any feedback or suggestions from the group. 
 
 Ms. Pilconis suggested that ICF separate out the funding mechanism and the allocation 
mechanism for each type of incentive that is evaluated.  She also asked how ICF intends to 
obtain feedback from industry about the effectiveness of the incentives.  Mr. Truitt replied that 
ICF will be interviewing individuals in the construction and ports sectors about the incentives.  
Ms. Pilconis noted that it is easy to get input from air quality managers and stressed the 
importance of industry input.   
 
 Another participant suggested that ICF also obtain input from the engine manufacturers.  
Mr. Mohrman and Mr. Gerwin noted that their companies have not generated any written 
material on their positions on various types of incentives.  The Engine Manufacturers 
Association has discussed the issue, but not issued any positions. 
 
 Mr. Truitt indicated that he intends to distribute the draft report to the members of this 
subgroup for comments.  The final report should be completed at the end of January or beginning 
of February 2005. 
 
Next Steps 
 

1. Conduct a follow-up conference call on the tax incentive proposal to get everyone’s 
input. 

 
2. Conduct a follow-up conference call to discuss the draft ICF report when received. 
 
3. Conduct a diesel retrofit workshop for the construction sector, with a prior conference 

call to finalize plans. 
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 Regarding the workshop, Ms. Pilconis suggested two possible venues:  (1) AGC’s 
Highway Leadership meeting in February or (2) AGC’s convention in the spring.  The spring 
convention is held in Las Vegas in conjunction with ConExpo, a very large trade show for the 
construction industry.  She preferred the Las Vegas event, indicating that it would allow a 
workshop with equipment manufacturers, dealers, contractors, and manufacturers of after-
treatment devices.  She suggested that the workshop be used to share with the participants what 
activities are going on in the construction sector and to report on the work done by ICF.   
 
 Tim Johnson of Corning agreed that the Las Vegas conference fits with the subgroup’s 
timing.  He suggested that the workshop participants work through and resolve the issues related 
to diesel retrofit in the construction sector.  Ms. Pilconis indicated that AGC has held meetings 
for this purpose in the past, but that they were unable to resolve anything because the retrofit 
technology is not yet in place.  She does not want to repeat that type of experience, fearing that 
the players in the construction sector will lose the interest in participating.  Mr. Johnson agreed 
that the spring workshop would be better used to report to the players about developments. 
 
 Mr. Gerwin stated that the process of getting technologies onto the Verified Technologies 
List needs to be jumpstarted.  He stated that funding is needed to make progress, working first on 
the high-volume engines and after-treatment devices.  Ms. Pilconis indicated that they have 
discussed this issue a great deal within AGC; their solution is to enact the proposed tax incentive 
to build demand for retrofits, which will spur the technology.  Mr. Gerwin responded that there is 
also a need to push the technologies forward.  Steven Flint (New York State DEC) pointed out 
that this will be helped by the New York State Energy and Research Development Authority’s 
upcoming demonstration program for off-road diesel equipment.  A participant noted that 
funding assistance sources such as this need to be pulled together and publicized in the industry. 
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Attendees 
 

Name Organization E-Mail 

Leah Wood Pilconis, co-chair AGC of America woodL@agc.org

Steve Albrink, co-chair EPA albrink.steve@epa.gov

Jim Blubaugh EPA blubaugh.jim@epa.gov

Sheena Dupree EPA dupree.sheena@epa.gov

Steven Flint New York State DEC seflint@gw.dec.state.ny.us

Howard Gerwin John Deere Power 
Systems gerwinhoward@johndeere.com

Tim Johnson Corning JohnsonTV@Corning.com

Rich Kassel NRDC rkassel@nrdc.org

Urszula Miezio Johnson Matthey mieziub@jmusa.com

Patrick Mohrman Caterpillar Inc. Mohrman_Patrick_f@cat.com

David Schwietert AGC schwietd@Agc.org

Janea Scott Environmental Defense jscott@environmentaldefense.org

Ken Simonson AGC simonsonk@agc.org

Peter Truitt EPA/OPEI truitt.peter@epa.gov

Jennifer Went EPA went.jennifer@epa.gov

Stephen Edgerton EC/R Incorporated (EPA 
contractor support) edgerton.stephen@ecrweb.com
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