Downs Equipment Rentals, Inc.

December 26, 2007

To the Governor, CARB and state legislature,
Revenue facts for 2007 are in. The gross revenue of Downs Equipment Rentals, Inc. (DER) has fallen 25% in 2007 over our 2006 and 2005 income. Because of the reduced gross revenue we have had very little discretionary income (profit) in 2007. Our profit  was used for continue payments on late model equipment purchased during the prior two years, a 4% pay raise to employees and a small amount to improve our facilities. 
We purchased NO new or replacement equipment in 2007; there was NO need for additional or replacement equipment. Management and marketing has spent the entire year determining where and when the economy would bottom out.
Had the Off-road Rule gone into effect on March 1, 2008, 2007 would have been a financial disaster for our company. DER produced less than 10% of the profit needed to repower, replace or retrofit our fleet of 44,000 horsepower. In other words, we would NOT have had the money to comply with the Off-road rule and make our fleet compliant for 2008. The Rule states that operating a noncompliant fleet is subject to fines. 
It would have been impossible to predict the amount of repowers, replacements and retrofits the company could afford for 2008 at the beginning of 2007. After the Rule does go into effect it will create severe financial unpredictability unless the CARB staff can advise us with certainty a year in advance on the economy.

A major flaw in the Rule is that the expense to comply with the Rule is constant for the first five years and has NO correlation to company profits or economic viability. The only safe option is to sell equipment and downsize. Is that what the Governor and state legislature wants for a state that runs on diesel power?
 All of the heavy equipment rental companies I am familiar with have had revenue reductions of 25% to 50% in 2007. Yet, there is NO provision in the rule for economic slow down or economic hardship!!
The economic forecast for 2008 is no brighter than it was in 2007. The CARB makes NO provision for the fact that Off-road diesel engines have burned 25% to 50% less diesel in 2007 and therefore produced correspondingly less NOx and PM. The 25% to 50% reduction in emissions should be credited as a delay in the implementation date of the Regulation of at least one year to allow time for the economy to rebound. 

We must have Carl Moyers like funding to provide 90% of the cost of forced repowers, forced replacement and forced retrofits that have no collateral value. 

In short, your Rule is injecting such a high degree of risk into our business that we do not have the management skill to operate our business with the expectation of financial success. Our only option is to downsize our fleet and employee level.  We are not clairvoyant.
Gordon Downs, President of Downs Equipment Rentals, Inc.

