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MODERATOR:  Good morning from Washington.  I'm Larry Quinn speaking to you from the Broadcast Center of the U.S. Department of Agriculture.  Welcome to today's news conference on nonroad diesel regulations with Mark Rey, Under Secretary of Agriculture for Natural Resources and Environment; and James L. Connaughton, chairman of the Council on Environmental Quality.


"Reporters, if you want to ask a question during our question and answer period today, please remember to press "1" on your telephone touchpad.  That will signal us of your question request and put you in our lineup of questions.


"It is now my pleasure to introduce Under Secretary of Agriculture Mark Rey.


SECRETARY MARK REY:  "Thank you, Larry, and thank you all out there listening.


"Diesel emissions from agricultural operations are something we've worked on here at USDA for the last several years.  In particular we've assisted farmers under the Environmental Quality Improvement Incentives Program to put in new diesel engines for stationary irrigation pumps.  On Monday, the Environmental Protection Agency announced one of the most dramatic advances in clean air protections since the passage of the Clean Air Act Amendment of 1990.  EPA's Clean Air Nonroad Diesel Rule requires new pollution controls on diesel engines used in industries such as construction, agriculture and mining; and it will slash the sulphur content of diesel fuel.


"The Rule will be a major help in areas nationwide in the efforts to reach Clean Air Act goals and improve public health.


"The Clean Air Nonroad Diesel Rule is the latest in a series of clean diesel actions that are designed to reduce emissions from nearly every type of diesel vehicle and equipment.  The nonroad diesel program combines cleaner engine technologies with cleaner fuel-- similar to the on-highway diesel programs -- with an end result of dramatic environmental and public health benefits.


"The new standards will take effect between 2008 and 2015, depending on engine size.  The smallest ones fall under the new rule first.  The rule is expected to raise new equipment cost by only 1 to 3 percent and eventually it's expected to add 4 cents a gallon to diesel price prices.  But that jump has nothing to do with recent fuel price increases.


"The new rule is part of a decade-long EPA campaign to cut diesel pollution.  And it's the first air quality regulation to be applied to farm machinery, mobile farm machinery nationally.


"It was developed in negotiations with industry representatives and signed without a court fight over the application of Clean Air Act requirements, a rare situation in EPA's recent air pollution control program history.
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"I'd like to introduce Jim Connaughton, the chair of the Council on Environmental Quality, to speak in more detail about the rule and about its implications.  And then we'll both be happy to take any questions from our listeners.


CHAIRMAN JAMES L. CONNAUGHTON (Chairman, Council on Environmental Quality):  "Thank you, Mark.  And good morning, everybody.


"I'm delighted to be part of this program to talk about what is one of the biggest and most dramatic areas of improvement in air quality, and it's going to come from good old-fashioned American ingenuity and innovation in creating cleaner fuel and in creating better-performing and better-quality engines that go into your tractors and your trucks and your other equipment.


"The simple way of actually thinking about this rule is the very notion that what we're going to do is, make that black puff of smoke from diesel equipment a thing of the past.  This is as big as the old days of the '70s of taking lead out of gasoline.  The way to do it though, as I indicated, is through the technology innovation.  The fuel-providers are going to cut sulphur from their fuel by 99 percent.  What that does is, it gives the engine manufacturers the opportunity to put on some of the newer, more advanced pollution control technology that currently applies to cars and to trucks and to do it on ag equipment and other construction equipment.


"What that means, by the way though, is equipment that it's easier to maintain because when you take the sulphur out of fuel the maintenance expenses actually go down because the engines perform better.  And I think that will be very important to many of those listening.


"In terms of the health benefits, we are talking about air pollution reductions that are going to cut in half the overall amount of nitrogen oxide and particulate matter.  Those are the kinds of things that make life more difficult for people with asthma and for people with respiratory illnesses.  By cutting it in the amount we're talking about, we're talking -- it means 6,000 children to asthma-related emergency room visits every year are going to be avoided; 8,900 hospitalizations every year will be avoided; it will prolong the lives of 12,000 people every year who would otherwise suffer as a result of air quality issues.  And the list goes on in terms of the real health benefits.


"But also, and important to the ag community, are the environmental benefits; by reducing nitrogen by this amount that's going to also help with our challenges in addressing water quality and reduce airborne nitrogen loadings.  And as many of the folks in the ag community are working themselves through the various programs under the Farm Bill to cut nitrogen loadings running off of their properties, this is going to help deal with the air side of that equation, which again should ease the burden for everybody.


"I think I'll end there and look forward to taking questions.


MODERATOR:  "And as we begin our question period for reporters, please do indicate by pressing "1" on your telephone touchpad that you'd like to ask a question, and that will put you in our queue to ask a question.


"And our first question will come from John Harris from Agritalk.  John, go ahead with your question, please.  


(no audible response)


MODERATOR:  "We'll come back to John.


"Peter Shinn from National Association of Farm Broadcasters.  Peter.


QUESTION:  "Gentlemen, thank you very much.  And my question is about the soy biodiesel industry.  Both of you have indicated that smarter fuels are going to be a big part of this initiative of these clean rules, clean air rules.  Will this provide a stimulus to the soy biodiesel industry?  And do you have any estimated projections on what kind of impact it might have at this point?
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CHAIRMAN CONNAUGHTON:  "It's part of the overall effort to provide for cleaner fuels, especially in the ag sector.  These newer engines will be, as I indicated, more capable of handling the cleaner fuels and doing it in a way that reduces maintenance expenses.  This is part of an overall effort, so it's not just the new engine technologies, not just reducing the sulphur in the fuel, but the overall effort to also, especially in the ag community, find the incentives as well on other types of equipment to reduce the air loadings.


"So you'd have to look at the soy issue in the context of the overall strategy, but certainly it's a key component.


SECRETARY REY:  "The new engines should be more able to use soy biodiesel, so I think that it will increase the market for that product.


MODERATOR:  "Our next question comes from Phil Brasher .  Phil is with Des Moines Register.  Phil, go ahead with your question, please.


QUESTION:  "Yes.  I'm interested in your comments, Jim, about the nitrogen loading issue.  But I'm curious.  How much of the nitrogen loading or the nitrogen problem in water comes from the air as opposed to what is applied to the land?  I would think it's very tiny percentage.  But maybe not.


CHAIRMAN CONNAUGHTON:  "I wouldn't use the word "tiny."  It is a smaller percentage.  You know, it's in the teens.  But as you know, when it comes to water quality, every small increment of reducing nitrogen loadings can make a big difference.  And especially in some of the lakes and streams that are close to meeting water quality standards for nitrogen, even if you're reducing the air deposition by a few points that's a significant outcome for those ones that are close.


"I would note that the nonroad diesel equipment accounts for 25 percent of the nitrogen from mobile sources, and mobile sources represent about I think 55 percent currently of the nitrogen loading in terms of air.  So, you know, we're going after a big chunk of the airborne nitrogen, and then therefore that will help contribute to the water quality situation.


MODERATOR:  "I'll remind reporters, if you want to ask a question, please do press "1" on your touchpad, and that will put you in line to ask a question. 


"Our next question comes from Cookson Beecher of Capital Press.


QUESTION:  "Considering the amount of diesel that's imported into this country, what would you say to farmers who might express concerns about availability?


CHAIRMAN CONNAUGHTON:  "This should not affect the overall market dynamic and the issues that are affecting availability just based on current economics.  What it will mean however is for our refiners, they will have a common platform for diesel, and they'll be making quite substantial investments in the next generation of refining capacity.  And so that will help at least create new capital investment and alleviate some of the bottlenecks that occur in terms of refining the fuel that comes into America.


MODERATOR:  "I would remind reporters if you have a question, please press "1," and we'll know to call on you.  And we do have a question -- it was there for a moment and disappeared.  They may need to do that again.  Here is one from Stewart Doan from Clear Channel Agriculture.  Go ahead, Stewart.


QUESTION:  "Thank you, Larry.  And good morning, gentlemen.


"Under Secretary Rey, the price increases on the engines or on the equipment that you mentioned earlier as well as the increase in the cost of diesel, those price increases-- is it your understanding that they will be phased in over time?  Or will they take effect before this regulation goes into effect?
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SECRETARY REY:  "No.  The new standards will take effect between 2008 and 2015.  And so when farmers buy a new piece of equipment after those regulations kick in, they will already be complying with the requirements because that equipment will be manufactured to comply with the requirements of the new rule.


MODERATOR:  "And our next question comes from Skip Davis of WASK Radio.  Skip, go ahead, please.


QUESTION:  "Thank you.  Good morning.


"I was wondering if there would be any necessary financial enticements to get this thing accomplished such as tax breaks or anything like that.


CHAIRMAN CONNAUGHTON:  "This is Jim Connaughton.  There are a number of the more traditional ag programs in terms of equipment and equipment purchases that may come into play.  But I think even more broadly and more importantly the president's economic and tax program that has worked its way through the Hill and which we are continuing to get steadfast progress creates very substantial incentives in terms of tax credits in terms of expensing and the turnover of major capital equipment which would include this kind of equipment.


"So that's where, I'd look to the President's tax package, and I would hope that the folks looking to buy this next generation of high performing technology are working with us to be sure that those tax opportunities remain available into the future.


SECRETARY REY:  "As far as the farm programs are concerned, as I indicated earlier, we have provided environmental quality improvement incentives funding for the purchase of new stationary diesel engines for irrigation pumps in nonattainment areas, most notably the Central Valley in California.  And as these rules unfold and as the EQIP program progresses, there may be some forms of equipment that we'll provide assistance for.


MODERATOR:  "I'll ask once again for reporters who may have any additional questions to indicate by pressing "1."  Stewart, did you have another question?


Q:  "I did, Larry.  What about farmers -- there's obviously going to be a sizeable amount of machinery that is not changed or sold out and new equipment bought for a number of years.  What about that equipment, those tractors, combines, etcetera?  Given that there will be-- for older equipment can one expect less performance with the older engines with the new fuels?


CHAIRMAN CONNAUGHTON:  "On the fuel side of the equation, the fuel will apply both to all the existing fleet as well as new purchases, and it should not have an impact on performance.  It will actually, it's just more difficult to make the fuel.  This has more to do with the fuel rather than performance.  And as I indicated, when you remove sulphur from the fuel, it actually makes maintenance easier for many pieces of equipment.


"In terms of the longer-term timeframe, the nitrogen is an issue associated with the purchase of the new engines.  And that will phase in over time.  There are about 6 million pieces of nonroad diesel equipment, including ag equipment, that's in use in the United States today.  Based on average expected equipment lifetime, the entire inventory will turn over by 2030.   And so what happens is, we get the benefits increasing year by year by year, and we'll have a whole new fleet over that period, that generation of time.


MODERATOR:  "So far I see no questions at the moment.  Gentlemen, you might think of any concluding remarks you would like to make that may have come to mind from the questions that are here as we look for one more question.


"Looks like another question from Phil Brasher, Des Moines Register.  Phil?
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QUESTION:  "Yeah.  Just a followup on the biodiesel.  Is the use of biodiesel here going to be as a lubricant replacing sulphur?  Can you be more specific about what role it's going to play?


SECRETARY REY:  "I think it will be a substitute for most uses of diesel fuel, which is an alternative form of diesel fuel.  That has a preferred energy profile over regular diesel.


CHAIRMAN CONNAUGHTON:  "And it has a great advantage of being produced here, which is something we strongly favor.


MODERATOR:  "And we have another question from Peter Shinn from NAFB.


QUESTION:  "Thank you for taking this question, a second question.  I just wanted to have a point of clarification.


"Farmers who have existing equipment won't be mandated to replace that equipment in a specified period of time.  Isn't that accurate?


SECRETARY  REY:  "That's correct.


CHAIRMAN CONNAUGHTON:  "Yeah.  I would note -- I'll give you a sense of the types of equipment, but this applies to new equipment, and it will be phased in between 2008 and 2015, depending on engine size.  But we're talking about farm tractors, bailors, combines, sprayers, windrowers, lawn and garden tractors, commercial mowers and trimmers, edgers and cutters -- to give you a feel for the range that this will apply to.


"With respect to current equipment, there are incentive programs that USDA and some of the state agencies have to do retrofits on current equipment, and that's usually in places that don't meet the air quality standards, so they're having a real struggle meeting air quality standards.


"Those programs will still carry forward, but those are incentive-based.  This program will apply as new equipment is purchased.


MODERATOR:  "Gentlemen, any final thoughts?  Jim, do you have any concluding remarks you'd like to make?


CHAIRMAN CONNAUGHTON:  "The only, the concluding remark I wanted to make is to highlight the fact that this particular regulation -- and a regulation is always challenging -- was the result of a lot of consensus work by the fuel-providers, by the engine manufacturers, by the agricultural community through your leaders and representatives here in Washington -- to get this right and make it work for everybody.   We took a couple years to do it right, and therefore the benefit of working for a couple years to do it right means we got very little conflict at the back end, which means that this should be a smooth transition for everybody out there.


"And if there's hiccups along the way, please don't hesitate to call us because we do want to make sure this works smoothly for the community.


"Mark?


SECRETARY  REY:  "I guess my only concluding thought is that a cleaner environment is good for agriculture in general.  So this is a positive development that will be phased in so that it won't affect a farmer's bottom line but will materially benefit the quality of the environment.


MODERATOR:  "Under Secretary of Agriculture Mark Rey and Council on Environmental Quality Chairman James Connaughton -- thank you both for being with us today.  


"I'm Larry Quinn bidding you a good day from Washington."
