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|. Case Background and Settlement Summary
A. Case Background

This Beneficiary Mitigation Plan summarizes how the state of Ohio plans to use the funds allocated to it
under the fully executed Environmental Mitigation Trust Agreement for State Beneficiaries (Trust
Agreement) that took effect Oct. 2, 2017, in the case, Re: Volkswagen “Clean Diesel” Marketing, Sales
Practices, and Products Liability Litigation. This multidistrict litigation is in the U.S. District Court for the
Northern District of California, No. 3:15-md-2672-CRB (JSC).

In January 2016, the United States sued Volkswagen and associated companies (VW), alleging that VW
installed defeat devices in certain model year 2009-2016 vehicles. The defeat devices activated during
emissions testing to make the vehicles appear compliant, when, in fact, the vehicles emitted nine to 40
times the allowable amount of nitrogen oxides (NOx), a harmful air pollutant, during on-road operation.
The state of California also sued.

The U.S,, California and the ‘Settling Defendants’, as defined in the court-approved First Partial Consent
Decree, lodged the First Partial Consent Decree in June 2016 to settle violations of the Clean Air Act and the
California Health and Safety Code for the approximately 500,000 2.0-liter VW vehicles in the U.S. that were
equipped with defeat devices. Additionally, the U.S., California and the ‘Defendants’, as defined in the
Second Partial Consent Decree, lodged the Second Partial Consent Decree on Dec. 20, 2016, to settle
violations of the Clean Air Act and the California Health and Safety Code for the approximately 80,000 3.0-
liter VW vehicles that were equipped with defeat devices.

Consistent with the terms of the Trust Agreement, this Beneficiary Mitigation Plan provides the public with
insight into Ohio’s overall structure for focused use of the mitigation funds, as well as information about the
specific project types eligible for funding under the final settlement agreement. Ohio EPA conducted two
rounds of public comment during development of this plan, described more fully in Section III-E in the
pages that follow.

The Trust Agreement includes 10 specific “Eligible Mitigation Actions,” as well as the “Eligible Mitigation
Action Administrative Expenditures” for which the Mitigation Trust may be used. These are set forth clearly
in Appendix D-2 of the Trust Agreement (and included as an appendix to this plan). A state is not required
to use the funding available to it under the Mitigation Trust for all categories of eligible projects. Ohio’s
draft Beneficiary Mitigation Plan proposed to consider funding in all Eligible Mitigation Action categories,
and Ohio EPA received significant indications of interest in all areas but one (shore power), which has been
dropped from this plan.

Ohio’s final Beneficiary Mitigation Plan provides the level of detail reasonably ascertainable at the time of
submission to the Trustee of the Mitigation Trust. This plan describes Ohio’s planned allocation of the
funding among the eligible mitigation actions, based on Ohio EPA’s understanding of the demand for
different types of projects and our experience supporting a variety of diesel emission reduction projects
with other available funding sources described below. Ohio EPA will monitor the progress and
effectiveness of the individual projects selected for funding. Ohio may later adjust its goals and specific
spending plans by updating the Beneficiary Mitigation Plan under the terms of the settlement documents.
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B. Settlement Summary

A First Partial Consent Decree involving excess emissions from certain 2.0-liter engine vehicles was
approved by the Court on Oct. 25, 2016. The Final Settlement for the 2.0-Liter Engines established a $2.7
billion environmental mitigation trust (Mitigation Trust) to be divided primarily among participating
states, as part of a settlement of consumer protection law claims against VW. A Second Partial Consent
Decree, in accordance with the same settlement and relating to 3.0-liter subject vehicles, was approved by
the court on May 17, 2017. The Final Settlement for 3.0-Liter Engines commits an additional $225 million
to the Mitigation Trust, also to be divided primarily among participating states. It also makes non-material
modifications to Appendix D (Form of Environmental Mitigation Trust Agreement) of the First Partial
Consent Decree by broadening the coverage of the Trust Agreement to include the 3.0-liter subject vehicles
and including the additional funding.

Under the terms of the Final Settlement, Ohio submitted the required Certification for Beneficiary Status on
Nov. 3, 2017, to the court-appointed Trustee, Wilmington Trust, N.A. Ohio was designated by the Trustee as
a ‘Beneficiary’ of the Mitigation Trust on Jan. 29, 2018. The Certification identifies Ohio EPA as the State’s
“Lead Agency” as defined in Appendix D-3 of the Trust Agreement®. Ohio is allocated a total of
$75,302,522.67 from the Mitigation Trust to fund eligible diesel source NOx-reducing projects. The State’s
allocation amount is specified in Appendix D-1B of the Trust Agreement. Ohio EPA has posted a link to the
First and Second Partial Consent Decrees, including Appendices, on the Agency’s Volkswagen Mitigation
Trust program website.

Il. Air Quality in Ohio and Ongoing Diesel Emission Reduction Efforts

To better understand the impact of mitigating excess emissions from the VW vehicles in Ohio, it is
important to understand current air quality in the state and efforts already underway to improve it.
Reducing emissions from diesel engines is one of the most important air quality challenges facing Ohio.
According to the U.S. EPA 2014 National Emission Inventory, emissions of NOx in Ohio from all mobile
sources totaled 261,196 tons. Mobile sources represent a greater contribution to NOx emissions than all
combined stationary sources. Emissions from on-road diesel-powered mobile sources (including heavy-
and light-duty vehicles) accounted for approximately 65,277 tons of NOx in Ohio in 2014. Off-road diesel
equipment emissions accounted for 40,618 tons of NOx in Ohio in 20142

The entire state is currently in full attainment for the nitrogen dioxide (NO2) standard, which is 53 parts
per billion (ppb) in a 24-hour period and 100 ppb in one hour. U.S. EPA established the one-hour standard
in January 2010. Ohio does not have any monitors currently violating this 24-hour standard, but U.S. EPA is
requiring states to add more NO; monitors near roads. After three years of data are collected by the new
monitors, U.S. EPA may revise its attainment/nonattainment classifications.

In March 2008, U.S. EPA finalized a new eight-hour ozone standard of 75 ppb. When Ohio’s draft
Beneficiary Mitigation Plan was circulated in December 2017, the entire state was still in full attainment of
this standard. However, U.S. EPA tightened the standard to 70 ppb in October 2015. U.S. EPA released the
2015 ozone standard designations on April 30, 2018. As expected, U.S. EPA is now designating fifteen

1 The Environmental Mitigation Trust Agreement for State Beneficiaries is attached to this Plan for reference. Wilmington Trust filed the
Notice of Beneficiary Designation with the court on Jan. 29,2018:
https://www.vwenvironmentalmitigationtrust.com/sites/default/files/2018-
04/Dkt%204700%20Notice %200f%20Beneficial%20Designation%20%28State%20Trust%29%20%281%29.pdf

2.S. EPA 2014 National Emissions Inventory (NEI) data, epa.gov/air-emissions-inventories/2014-national-emissions-inventory-nei-data
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Ohio counties as nonattainment areas for ozone. As a result, additional strategies will be necessary

to achieve further emission reductions in these Ohio priority counties. Two of these counties

(Cuyahoga and Lorain) are also currently classified as nonattainment for the 2012 annual standard of 12.0
pg/m3 for fine particulates (PMzs). Improving air quality in these fifteen nonattainment counties to meet
federal air quality standards under the Clean Air Act is the overriding concern considered by Ohio EPA in

prioritizing where funded Mitigation Actions under this plan should be located.

Farest County
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EPA's Intended Area Designations for
the 2015 Ozone Standard
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Figure 1 — New U.S. EPA Nonattainment Area Designations for the 2015 Ozone Standard
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2015 Eight-Hour Ozone (0.070 ppm) Nonattainment Areas
Ohio's Recommendation (09/30/2016) and
U.S. EPA's 120-Day Recommendation (12/20/2017)
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Figure 2 — 2015 Ozone Standard: Ohio’s Designated Nonattainment Areas as Finalized by U.S. EPA 4/30/18
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National standards for diesel vehicles and equipment announced by U.S. EPA, applicable to model year
2007 and newer vehicles and engines?, will ensure that newer medium-duty and heavy-duty diesel engines
will be less polluting. Many older diesel engines, however, can operate for 25 to 30 years before
replacement is required. Thus, it may be many years before existing equipment is replaced with newer,
cleaner equipment due to typical fleet turnover. It is likely that a large population of older diesel engines
unaffected by the new federal standards will continue to operate in Ohio well into the future. Many
strategies and programs exist to reduce emissions from these older engines. Replacing, retrofitting or
repowering many older diesel vehicles and engines are cost-effective strategies to reduce emissions of fine
particulate matter (PMzs), NOx and volatile organic compounds (VOCs), which are precursor pollutants for
the formation of ground-level ozone, by as much as 90 percent or more. Dollars available under the
Mitigation Trust will provide a welcome addition to Ohio’s ongoing efforts to support diesel emission
reduction projects through three existing state programs.

In the late 1990s and early 2000s, research led to growing concern about the health effects of exposure to
diesel engine exhaust*. Ohio EPA chose to focus first on reducing emissions from school buses because
school age children are among the populations most vulnerable to the harmful effects of the pollutants in
diesel exhaust. Between 2006-2016, the Ohio Clean Diesel School Bus Fund used a combination of state
civil penalties and Ohio’s state allocations from U.S. EPA under the Diesel Emission Reduction Act (DERA)
and American Recovery and Reinvestment Act to award more than $9.2 million in grants to 216 local
school districts and county developmental disability programs to address aging diesel school buses. These
grants were used to install pollution control equipment (diesel particulate filters, diesel oxidation catalysts
and closed crankcase filtration systems) on 2,625 school buses statewide; install idle reduction equipment
(pre-heaters) on 1,037 school buses; and replace 44 buses with new clean diesel, compressed natural gas
(CNG) or propane buses. Ohio EPA estimates that these projects removed more than 117 tons of pollutants
(PM25, NOx, carbon monoxide and hydrocarbons) annually from Ohio skies; benefits that continue each
year the retrofitted or replacement school buses remain on the road.

Ohio EPA also partners with the Ohio Department of Transportation to administer the state’s Diesel
Emission Reduction Grant (DERG) program, supported with Congestion Mitigation and Air Quality
(CMAQ) funds awarded to Ohio by the Federal Highway Administration. Since March 2012, the program
has awarded 95 grants totaling more than $57 million. Ohio EPA estimates that these projects will achieve
an annual emission reduction of more than 1,797 tons of air pollutants (PM:s and NOx) to assist Ohio
counties in meeting and maintaining federal air quality standards. Supported projects during this period
include the following:

e 196 heavy-duty diesel trucks replaced with CNG, 150 with clean diesel and 6 with propane;

e three switcher locomotives repowered, 61 switcher locomotives equipped with electric layover

heating systems and 33 plug-in stations installed;

e 18 marine engines refurbished on six tow boats in ports along the Ohio River;

e 86 transit buses replaced with CNG, 31 with clean diesel and 3 with hydrogen fuel cells;

e 139 school buses replaced with clean diesel, 4 with CNG and 37 with propane; and

e 154 electric plug-in parking spaces installed at truck stops along Ohio interstate highways.

3 See U.S. EPA regulations for on-road heavy-duty vehicles: epa.gov/regulations-emissions-vehicles-and-engines/regulations-smog-soot-
and-other-air-pollution-commercial#fregulations.

4 U.S. EPA. (2002) Health assessment document for diesel engine exhaust. Prepared by the National Center for Environmental
Assessment, Washington, D.C. for the Office of Transportation and Air Quality; EPA/600/8-90/057F. Available from: National
Technical Information Service, Springfield, VA: PB2002-107661, and epa.gov/ncea.
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In 2018, Ohio EPA launched a new Alternative Fuel Vehicle Conversion Grant program, with a one-time
$5 million allocation from the Ohio General Assembly, to support replacement or conversion of heavy-duty
diesel trucks to run on CNG, liquid natural gas or propane. To date, more than $3.9 million has been
awarded statewide, to replace 114 diesel trucks, 38 diesel school buses and 41 diesel transit buses with
new vehicles powered by these three alternative fuels.

Information about all three programs is posted on Ohio EPA’s website. These three programs have
provided Ohio EPA experience administering a wide variety of emission reduction projects across multiple
transportation sectors. Grants have been awarded to recipients in both the public and the private sector,
with different reimbursement rates. Federal funds received under DERA and CMAQ differ in aspects such
as eligibility by priority county or engine model year, but include many of the same requirements as the
VW settlement, such as the requirement to scrap the diesel engine on vehicles being replaced with grant
funds. The lessons learned from previously funded projects have informed the development of Ohio’s VW
Beneficiary Mitigation Plan and the selection of first and second priority counties for VW funded projects,
discussed more fully in Section III-C.

Ohio NOx Emissions Contributions from Mobile and Stationary Sources, Annual Tons

2014 National Emissions Inventory

= Mobile NOx Emissions = Stationary NOx Emissions

Figure 3 — Ohio NOx Emissions from Mobile and Stationary Sources
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Ohio Mobile NOx Emission Contributions by Source

2014 National Emissions Inventory
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Figure 4 — Ohio Mobile NOx Emission Contributions by Source
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Diesel Mitigation Trust Fund
Ohio Priority Counties
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Page 9 of 26



Ohio Beneficiary Mitigation Plan May 2018

lll. Elements of Ohio’s Beneficiary Mitigation Plan

Section 4.1 of the Trust Agreement specifies several elements that a Beneficiary Mitigation Plan must
address:

e The Beneficiary’s overall goal for the use of the funds;

o The categories of Eligible Mitigation Actions the Beneficiary anticipates will be appropriate to
achieve the stated goals and the preliminary assessment of the percentages of funds anticipated to
be used for each type of Eligible Mitigation Action;

e A description of how the Beneficiary will consider the potential beneficial impact of the selected
Eligible Mitigation Actions on air quality in areas that bear a disproportionate share of the air
pollution burden within its jurisdiction;

e A general description of the expected ranges of emission benefits the Beneficiary estimates would
be realized by implementation of the Eligible Mitigation Actions identified in the Beneficiary
Mitigation Plan; and

e The Beneficiary’s process for seeking and considering public input on its Beneficiary Mitigation
Plan.

A. Ohio’s Overall Goal for the Use of the Funds

Ohio wishes to use mitigation trust funds to support projects that will:

e Improve air quality by providing cost-effective reduction of NOx emissions in counties Ohio EPA
has designated as first or second priority, based on factors described in section III-C;

e Maximize emission reductions where they are most needed to meet federal air quality standards,
while also considering environmental justice concerns associated with historical emission levels
and concentrations;

o Expedite deployment and widespread adoption of zero-emission and near-zero-emission vehicles
and engines; and

e Support Ohio’s statewide energy, environmental and economic development goals, including, but
not limited to, reducing other significant pollutants, promoting infrastructure development, and
advancing the market for clean fuels and technologies eligible for Mitigation Trust funding.

Cost effectiveness of proposed NOx emission reductions will be the primary factor Ohio EPA will use to
rank and select projects. In evaluating projects ranked very closely in terms of cost effectiveness, Ohio EPA
will also factor in other considerations, such as the balance of funding awarded between geographic
regions of the state, and proposed reductions of other pollutants of concern such as PM;s. States have
discretion to adjust their objectives and specific funding strategy when necessary to achieve the Plan’s
goals. Ohio will update the Plan as necessary. Any updates to the Plan will be announced and made
available on Ohio EPA’s VW program webpage before being submitted to the Trustee.

Fleet managers make decisions about what fuel to use based on a multitude of factors including the price
and local availability of fuels and fueling infrastructure, vehicle and equipment warranties, tax and financial
incentives, and training and certification of employees. The Trust Agreement specifies different eligible
reimbursement rates for different fuels and technologies and for public and private sector entities. The
Trust Agreement also establishes a maximum funding level for each project type but does not establish
minimum funding levels. The Trust Agreement establishes the maximum funding levels for certain types of
projects at between 25-100 percent for eligible project costs. While we are sensitive to the tight budgets of
public sector entities such as municipalities, school districts and transit systems, Ohio EPA believes it is
important to make the best and broadest possible use of the unique funding opportunity that the VW
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Mitigation settlement offers. Ohio EPA will require a local cost-share of at least 25 percent on all funded
projects, or a higher local cost share where the maximum funding level spelled out in the Trust Agreement
requires it, to stretch the funds as far as possible and secure the commitment of grant recipients to
implement their proposed projects. Ohio EPA intends to allow government-owned fleets with other grants
received for fleet replacements and repowers, such as federal transit grants, to count these toward Ohio’s
required cost share on projects supported with Mitigation Trust funds.

B. The Categories of Eligible Mitigation Actions the Beneficiary Anticipates will be
Appropriate to Achieve the Stated Goals and the Preliminary Assessment of the
Percentages of Funds Anticipated to be Used for Each Type of Eligible Mitigation
Action

In drafting this Plan, reviewing comments, and holding discussions with stakeholders, Ohio EPA considered
funding projects from all the categories of Eligible Mitigation Actions identified in Appendix D-2 of the
Environmental Mitigation Trust Agreement for State Beneficiaries. Within each category, Ohio will prioritize
projects for funding that are the most cost-effective and that yield the largest amount of NOx emission
reductions, utilizing U.S. EPA’s Diesel Emissions Quantifier tool or other appropriate methodologies. In
allocating funds between categories, this Plan tries to provide a balanced approach to: fully mitigate the
excess NOx pollution by investing in cost-effective projects using cleaner fuels and combustion
technologies; to reduce the exposure of vulnerable populations to the harmful effects of diesel exhaust; and,
to support the long-term transition to zero-emission technologies.

For the development of this Beneficiary Mitigation Plan, Ohio EPA has separated the Eligible Mitigation
Actions into four groups by project type, namely: on-road fleet projects; non-road/off-road fleet and
equipment projects; infrastructure projects; and administrative expenditures. The project groups are
combined in a different order in this section than the Eligible Mitigation Actions are listed in Appendix D-2
of the Environmental Mitigation Trust Agreement for State Beneficiaries.

Table 1: Ohio Funding Allocations

Eligible Mitigation Action Project Allocation Percent

On-Road Fleets $40 million 53%
School Buses $15,000,000
Transit Buses $15,000,000

Class 4-8 local freight and port drayage trucks and shuttle
buses $10,000,000

Non-road/Off-road Fleets and Equipment $19 million 25%
Tugboats and Ferries $2,000,000
Switcher Locomotives $5,000,000
Airport GSE, Port Cargo Handling $12,000,000

Infrastructure for Light Duty ZEVs $11.25 million 15%

State Administrative Costs (10 Years) $5.05 million 7%
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The project groups now include nine of the eligible project types listed in the Trust Agreement as Eligible
Mitigation Actions. A tenth use, shore power for ocean-going vessels in Great Lakes ports, is no longer
included after discussion with the operators of Ohio’s main ports along Lake Erie. The funds that were
proposed for shore power in Ohio’s draft plan have now been reallocated to trucks, tugboats and ferries.
As described below, this Plan includes one tugboat engine replacement project authorized in Ohio’s U.S.
EPA-approved workplan for Federal Fiscal Year (FFY) 2017 under the DERA Option.

1. On-Road Fleet and Equipment Projects: 540 million (53%)

This group includes projects listed under the following Eligible Mitigation Actions:
e (lass 4-8 school buses, shuttle buses and transit buses;
e (lass 8local freight trucks and port drayage trucks; and
e (lass 4-7 local freight trucks.

Ohio expects to distribute up to 53 percent of the Mitigation Trust funding allocated to Ohio (approximately
$40 million) for projects involving on-road fleets in Ohio. The on-road projects include replacements or
repowers with new diesel, alternative fuel or electric vehicles and engines.

In Ohio’s initial round of informal public comment, the two most requested uses of the VW Mitigation funds
were school bus replacements, followed by transit bus replacements. Ohio EPA continues to emphasize the
replacement of aging diesel school buses as a major focus for expenditure because school-age children are
among the most vulnerable populations to the harmful pollutants in diesel exhaust. For this reason, Ohio
EPA proposes to spend up to $15,000,000 of these funds for school bus replacements in the VW priority
counties. Of these funds, no more than $3,000,000 may be allocated for small pilot projects to demonstrate
the viability of battery-electric school bus technology that produces no direct NOx emissions and no
particulate matter emissions under all possible operational conditions. Ohio will also continue to support
school bus replacements through Ohio’s DERG and Alternative Fuel Vehicle grant programs, and encourage
school districts to apply for U.S. EPA’s school bus rebates.

Ohio supports a network of 27 urban and 34 rural transit systems designed to meet the mobility needs of
local communities. Public transit systems support Ohio’s most vulnerable individuals by increasing access
to health care, human services, job training and education, employment and quality of life. The Ohio
Department of Transportation’s 2015 Ohio Statewide Transit Needs Study examined existing transit
services, Ohio’s demographics and travel trends to determine how to best stretch limited dollars while
meeting the demands of Ohio’s riders today and in the future. The study identified a $273 million backlog of
capital vehicle replacement needed just to bring Ohio’s transit fleet to a state of good repair. In addition to
the growing backlog, the study identified an additional $192 million needed to purchase vehicles and
infrastructure necessary to support transit service to better meet the unmet need across Ohio.

In keeping with the recommendations and to accommodate some of the unmet needs identified in the
study, Ohio EPA proposes to spend up to $15,000,000 of these funds for transit bus replacements in the VW
priority counties. Ohio will also continue to support transit bus replacements through other available
funding opportunities such as Ohio’s DERG and Alternative Fuel Vehicle grant programs.

The Trust Agreement allows funding for charging infrastructure related to new all-electric vehicles
supported in these three categories. Ohio EPA prefers to focus available funds on vehicle repowers and
replacements and does not intend to utilize Mitigation funds for fleet-specific charging infrastructure in
these categories. Ohio EPA will require that grant applicants demonstrate that adequate charging
opportunities will be available on site or nearby as a condition of grant awards for electric vehicles in these
categories.
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Ohio EPA proposes to use Mitigation Trust funds to reimburse non-government owned fleets in these three
categories at the levels specified in the Environmental Mitigation Trust Agreement for State Beneficiaries.
Ohio EPA proposes to use Mitigation Trust funds to reimburse government owned fleets at up to a
maximum of 75 percent of the cost for approved replacements and repowers. Eligible on-road fleet owners
are strongly encouraged to propose a larger local cost share to make their grant proposals more cost
effective in terms of VW Mitigation dollars per pound of NOx emission reductions. Ohio EPA will rely
primarily on U.S. EPA’s Diesel Emissions Quantifier tool to estimate emission reductions during review of
grant proposals. Grant proposals for most fleet vehicles and equipment will be ranked based primarily on
cost effectiveness, defined as the dollar amount of VW funding requested, divided by Ohio EPA’s estimate of
the emission reductions likely to be achieved by the proposed project. To spread the available funds as far
as possible, Ohio EPA will also limit the maximum per-vehicle amount that will be awarded for each type of
on-road vehicle.

2. Non-Road/Off-Road Fleet and Equipment Projects: $19 million (25%)

This group includes projects listed under the following Eligible Mitigation Actions:
e Freight switcher locomotives;
e Ferries/Tugs;
e Airport ground support equipment; and
e Forklifts and port cargo handling equipment.

Ohio expects to request up to 25 percent of the Mitigation Trust funding allocated to Ohio (approximately
$19 million) for projects involving non-road or off-road fleets and equipment in Ohio. In general, non-road
and off-road repower or replacement projects, specifically those involving rail and marine applications, are
significantly more expensive than projects involving on-road fleets. Additionally, non-road or off-road
projects tend to result in the most cost-effective and largest emission reductions. Ohio EPA reached out to
railroads, airports, ports, ferry and tugboat operators in the proposed priority counties as this Plan was
being developed, and found strong indications of interest in this funding opportunity.

The non-road or off-road projects include replacements or repowers with new diesel, alternative fuel or
electric vehicles and engines. Some Eligible Mitigation Actions in this group, such as airport ground support
equipment and port cargo handling equipment projects, are limited to only electric repowers or
replacements.

The Trust Agreement allows funding for charging infrastructure related to new all-electric equipment in
these four categories. Ohio EPA prefers to focus available funds on equipment and does not intend to utilize
Mitigation Trust funds for fleet-specific or site-specific charging infrastructure in these categories. Ohio
EPA will require grant applicants to demonstrate that adequate charging opportunities will be available on-
site or nearby as a condition of grant awards for electric equipment in these categories.

Ohio EPA proposes to use Mitigation Trust funds to reimburse non-government owned fleets/equipment in
these three categories at the levels specified in the Environmental Mitigation Trust Agreement for State
Beneficiaries. Ohio EPA proposes to use Mitigation Trust funds to reimburse government owned
fleets/equipment at up to 75 percent of the cost for approved projects. Owners of eligible fleets and off-
road equipment are strongly encouraged to propose a larger local match to make their grant proposals
more cost effective in terms of VW Mitigation dollars per pound of NOx emission reductions. Ohio EPA will
utilize U.S. EPA’s Diesel Emissions Quantifier tool to estimate emission reductions during review of
proposed projects.
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Ohio’s DERG program has funded several tugboat repower projects in ports along the Ohio River that
resulted in significant emission reductions. Unfortunately, a restriction in the federal CMAQ program has
prevented those funds from being used to address emissions from tugboats that move back and forth
between harbors in the open waters of Lake Erie. Ohio EPA is very pleased to have an opportunity to
address these very old tugboats on Lake Erie using the VW Mitigation Trust mechanism.
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Figure 6 — 2015 Ohio Lake Erie Port Volumes, from Ohio Maritime Study, Prepared for Ohio Department of Transportation
by CPCS Transcom, Inc., Oct. 10, 2017

Funds from the Mitigation Trust were offered as Ohio’s non-federal voluntary match, pursuant to Title VII,
Subtitle G, Section 793 of the DERA Program in the Energy Policy Act of 2005 (codified at 42 U.S.C. §
16133), during the already completed application process to request 2017 DERA state allocation funding
from U.S. EPA. Ohio EPA exercised this DERA Option to propose and receive approval from U.S. EPA for a
portion of the engine components in a tugboat replacement project. Ohio’s DERA FFY17 state allocation
proposal was submitted to U.S. EPA June 14, 2017, and Ohio’s workplan was approved and the assistance
agreement awarded by U.S. EPA on Sept. 13, 2017. Ohio’s FFY18 state allocation proposal will be submitted
to U.S. EPA in June 2018. The tugboat project will use approximately $804,482 in DERA FFY 17-18 funds,
matched with approximately $1,500,000 from Ohio’s portion of the VW Mitigation Trust funds, to replace
eight tugboats dating back as far as 1897. The last engine rebuilds on these tugboats were completed
around 1970. Each tugboat is powered by one propulsion engine and one or two auxiliary engines. These
engines were built prior to 1973 (pre-regulatory), and therefore, have no specific tier designation (i.e., they
have uncontrolled emissions). The tugboats are based and operate primarily in Ohio’s Lake Erie harbors of
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Toledo (Lucas County), Cleveland (Cuyahoga County), Ashtabula and Conneaut (both Ashtabula County).
The towing company proposes to replace these eight aging tugboats with four new tugboats with tier 3
emission rated engines and a motor/generator unit that can be engaged either: (a) by the main engine to
supply power to the main switchboard; or (b) by the diesel generator to run the tug when not providing a
ship assist service. This motor/generator allows the primary propulsion engines to be shut down during
non-load operations, thereby reducing emissions further.

Ohio EPA generated preliminary emissions estimates showing that the project could achieve more than 35
tons of annual emission reductions, including more than 29 tons of annual NOx reductions. The combined
DERA and VW funds will reimburse up to 40 percent of the engine component and installation costs. The
company is providing a 60 percent match for engine components and installation. The VW matching funds
for this DERA Option project will come from the $2 million allocated for tugboats and ferries.

3. Infrastructure Projects: $11.25 million (15%)

This group includes supply equipment for light-duty zero-emission vehicles (ZEVs). The maximum
allowable for ZEV supply equipment is 15 percent of the total state allocation, or $11,295,378.

Light-duty ZEV supply equipment includes public and private electric vehicle charging equipment and
hydrogen fuel cell refueling equipment. The Trust Agreement identifies six specific ‘stand-alone’
recharging/refueling setups that are eligible for funding. The Trust Agreement establishes the maximum
funding levels for these types of projects at between 25-100 percent for eligible project costs. The light-
duty ZEV supply equipment projects are not linked to the electric vehicle/equipment replacement or
repower projects listed in paragraphs 1-8 of Appendix D-2. The ZEV supply equipment projects are also
restricted to light-duty vehicles recharging/refueling locations and do not include recharging/refueling
locations for medium-or heavy-duty vehicles or equipment.

In public comments received during the early stakeholder outreach period, electric vehicle charging
infrastructure was the third most requested use of Mitigation Trust funds in Ohio, after school and transit
bus replacements. The U.S. Department of Energy Alternative Fuels Data Center’s Alternative Fueling
Station Locator currently lists 696 publicly available charging outlets in Ohio.

Tesla also provides “supercharger” units in Ohio that can be utilized by drivers of Tesla and other electric
vehicles.
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Figure 7 — Publicly Available Charging Stations in Ohio (Source: USDOE AFDC May 2018)

For infrastructure projects such as electric vehicle charging stations, Ohio EPA proposes to consult with
local communities, metropolitan planning organizations, electric utilities and other stakeholders during the
summer and fall of 2018 to determine priority locations, and avoid duplication of charging stations being
installed by utilities, municipalities and Electrify America with other funds from the VW Settlement.
Priority will be accorded to installation of DC fast charging stations in areas where Phase 3 electric service
is already available and filling in gaps along Ohio’s major highway corridors where transportation
legislation under the FAST ACT is establishing a national network of alternative fueling and charging
infrastructure®. Ohio will also fund some Level 2 stations at locations where demand makes these more
appropriate.

In selecting project proposals, Ohio EPA will utilize tools such as the National Plug-In Electric Vehicle
Infrastructure Analysis® available from the U.S. Department of Energy (DOE) National Renewable Energy
Laboratory; the Idaho National Laboratory’s Considerations for Corridor and Community DC Fast
Charging Complex System Design’, U.S. DOE’s Costs Associated with Non-Residential Electric Vehicle
Supply Equipment?®, and the Electric Vehicle Readiness Plan for Ohio® developed by Clean Fuels Ohio with
U.S. DOE Clean Cities funding.

5 https://www.fhwa.dot.gov/environment/alternative_fuel_corridors/

6 U.S. DOE, Office of Energy Efficiency and Renewable Energy, National Plug-In Electric Vehicle Infrastructure Analysis, DOE/GO-102017-
5040, September 2017.

7 Jim Francfort, Shawn Salisbury, John Smart, Thomas Garetson and Donald Karner; Considerations for Corridor and Community DC Fast
Charging Complex System Design, prepared for the U.S. DOE, Idaho National Laboratory, INL/EXT-17-40829, May 2017.

8 Costs Associated with Non-Residential Electric Vehicle Supply Equipment: Factors to Consider in the Implementation of Electric Vehicle
Charging Stations, Prepared for the U.S. DOE Vehicle Technologies Office by New West Technologies, LLC, DOE EE/1289, November
2015.

% Drive Electric Ohio: Electric Vehicle Readiness Plan for Ohio 2013, prepared by Clean Fuels Ohio.
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. Administrative Costs: $5.05 million (7%)

Beneficiaries may use up to 15 percent of the total Mitigation Trust allocation for administrative costs, as
authorized in Appendix D-2 of the Environmental Mitigation Trust Agreement for State Beneficiaries.
Administrative expenditures may include personnel costs, fringe benefit costs, supply costs, contractual
costs and other eligible costs. The 15 percent cap includes the aggregated amount of eligible administrative
expenditures incurred by Ohio and any third-party contractor(s).

Ohio EPA expects to use approximately 7 percent of its allocation from the Mitigation Trust funds for actual
administrative expenditures associated with implementing Eligible Mitigation Actions over a 10 year
period. This estimate is based on the direct and indirect cost to support 2.5 to 3.0 full time employees in the
Division of Air Pollution Control and Office of Environmental Education, supplies, equipment, travel
including project oversight visits, and development and implementation of a grant management software
system.

C. A Description of how the Beneficiary Will Consider the Potential Beneficial Impact
of the Selected Eligible Mitigation Actions on Air Quality in Areas that Bear a
Disproportionate Share of the Air Pollution Burden within their Jurisdiction

Ohio EPA has created a map (page 9) showing the counties where we believe eligible projects should
receive first priority and secondary priority for the available funds. This map was developed based on the
following considerations:
e air quality (Ohio counties of concern due to nonattainment of national air quality standards for
ozone and PM;5s);
o historical levels of diesel emissions;
e the location of concentrated sources of air pollution such as distribution centers, multimodal
centers, ports, rail and bus terminals and airports;
e the counties where the most VW vehicles equipped with defeat devices were registered in Ohio;
and
e county overlays using U.S. EPA’s EJScreen: Environmental Justice Screening and Mapping Tool.

Ohio EPA considers brownfields and environmental justice areas to be areas that tend to bear a
disproportionate share of the air pollution burden. ‘Brownfields’ are defined by U.S. EPA as a property, the
expansion, redevelopment or reuse of which may be complicated by the presence or potential presence of a
hazardous substance, pollutant or contaminant. Residents living near brownfields may be exposed to a
disproportionate share of air pollution. Potential Environmental Justice areas of concern are priority areas
because these communities usually include populations that are disproportionately impacted by pollution
than other communities due to location, poverty, race and/or income levels.

We also considered areas with high population density and high traffic density. In Ohio, areas of high
population density (such as Cincinnati, Cleveland and Columbus) and high traffic density (sections of the I-
70,1-71,1-75, I-80, [-90 and Ohio Turnpike corridors and major ports) are often the areas with the poorest
air quality. Projects in these areas will result in much needed health benefits for residents, who are often
disproportionately members of vulnerable populations such as the elderly and the economically
disadvantaged. Ohio’s ports along Lake Erie are also significant sources of emissions that the VW Mitigation
Trust is providing a welcome opportunity to address.
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D. A General Description of the Expected Ranges of Emission Benefits the Beneficiary
Estimates would be Realized by the Implementation of the Eligible Mitigation
Actions Identified in the Beneficiary Mitigation Plan

To develop an estimate of the expected ranges of emission benefits resulting from implementation of the
actions identified in this Beneficiary Mitigation Plan, Ohio EPA used a representative sample of project
types that are expected to apply for funding under each group described above in Section I1I-B of this
Beneficiary Mitigation Plan, based on our experience funding similar projects in other programs. Actual
emission reductions achieved will depend on how many and what types of projects apply for funding and
which projects are ultimately selected to receive funding.

Ohio EPA is developing this estimate based on the proposed percentage allocations of funding to each
allowable use. It is also based on the cost of similar truck, bus, tugboat and locomotive projects funded
recently in Ohio with Federal Highway Administration CMAQ and U.S. EPA DERA funding, current price
estimates and tools such as U.S. EPA’s National Port Strategy Assessment: Reducing Air Pollution and
Greenhouse Gases at U.S. Ports, U.S. EPA’s Current Methodologies in Preparing Mobile Source Port-
Related Emission Inventories, and the U.S. DOE’s Alternative Fuels Data Center®.

For most fleet and equipment projects, Ohio proposes to use U.S. EPA’s Diesel Emissions Quantifier tool'!
to generate an estimate of the proposed NOx emission reductions. Because this tool is publicly available,
grant applicants will be able to determine the likely cost effectiveness of their proposed projects, and adjust
the size of their grant request and local cost share offer to improve the cost effectiveness and likelihood of
success of their proposal in the competition for available funds.

On-Road Fleet Projects - Ohio EPA analyzed a sample of eligible projects that included replacing Class 4-8
trucks with new clean diesel or CNG replacements, as well as replacing school buses and transit buses with

diesel, propane, CNG, electric and hydrogen versions. The estimated total annual emission reductions from

this group is approximately 50.9 tons of NOx per year.

Non-Road/Off-Road Fleet and Equipment Projects - Ohio EPA analyzed a sample of eligible projects
that included repowering tugboats and switchers locomotives, and Diesel Emissions Quantifier default
values for airport ground support equipment and port cargo handling equipment. The estimated total
annual emission reductions from this group is approximately 301.2 tons of NOx per year.

Infrastructure Projects -The emission reduction benefits of longer-term investments such as installing
light-duty electric vehicle charging infrastructure are difficult to quantify. The Federal Highway
Administration’s CMAQ program reports a median cost-effectiveness estimate for NOx emission reductions
at electric charging stations of $1.5 million per short ton of NOx reduced??. This reflects an expectation that
a small number of vehicles utilize the charging equipment initially. The report notes that this figure will
improve if electric vehicle use increases in future years, as is expected in Ohio and nationally.

In total, Ohio EPA estimates that applying the entire amount of funding allocated to Ohio ($75,302,522.67)
to fund the Eligible Mitigation Actions under this Beneficiary Mitigation Plan using the percent allocations
noted in Section III-D will result in annual emission reductions of approximately 352 tons of NOx. Projects

10 afdc.energy.gov

11 epa.gov/cleandiesel/diesel-emissions-quantifier-deq

12 Federal Highway Administration CMAQ Improvement Program, Cost Effectiveness Tables Summary,
https://www.fhwa.dot.gov/environment/air_quality/cmaq/reference/cost_effectiveness_tables/#Toc445205111 (accessed Nov.
13,2017).
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like these will also significantly reduce emissions of other pollutants of concern, such as PM;;,
hydrocarbons, carbon monoxide and carbon dioxide. Ohio EPA will generate and compile emissions
estimates for additional applicable parameters for funded projects. As stated above, actual emission
reductions are dependent on the types of projects that are ultimately selected to receive funding. Benefits
will compound over the lifetime of the equipment purchased or repowered. These benefits should result in
improved air quality and human health in communities located in historical nonattainment areas, areas
with historical air quality issues, and areas that bear a disproportionate share of the air pollution burden.
An additional benefit will be reduced public exposure to diesel particulate matter, which U.S. EPA
reclassified in 2012 as a known human carcinogen. Less quantifiable but significant benefits will be felt in
the local economy and improved welfare of residents of these communities.

E. Public Input Element of Ohio’s Beneficiary Mitigation Plan

The Trust Agreement also requires that the Beneficiary Mitigation Plan explain the process by which the
Beneficiary shall seek and consider public input on its Beneficiary Mitigation Plan.

Ohio EPA is committed to an open, robust and transparent process to develop and implement Ohio’s
Beneficiary Mitigation Plan. This section describes the public input process Ohio EPA has used to inform
the public of this Beneficiary Mitigation Plan, as well as the public input process to be employed when
revising this Beneficiary Mitigation Plan. To provide transparency and accountability, Ohio EPA posts and
regularly updates information on its VW website.

During the informal public comment period in the fall of 2016 and during development of the state’s Draft
Mitigation Plan in the spring and summer of 2017, Ohio EPA reached out to numerous stakeholders to
determine the level of interest from public and private sector entities in applying for funding and
participating in any of the Eligible Mitigation Actions. Ohio EPA sent an initial VW announcement inviting
comments to 20,355 addresses on the Agency’s mailing lists and maintains a VW interested party list that
currently has more than 4,300 names. During initial informal outreach in 2016, the Agency received 201
written comments. School bus replacements were the most requested use of the funding, followed by
transit bus replacements and electric vehicle charging stations. Ohio EPA has continued to receive
comments throughout 2017 and 2018, and followed up with outreach to multiple interest groups, supplier
representatives and diesel fleet owners to ascertain their interest. Ohio EPA held more than 100 meetings
and conference calls with stakeholders. These stakeholders include previous applicants to Ohio EPA’s three
other diesel emission reduction grant programs, trade associations such as the Ohio Propane Gas
Association, Ohio Retail Merchants Association, Ohio State Bar Association’s environmental section, Ohio
Trucking Association, and public utilities serving the counties prioritized for VW funding.

Ohio EPA also partners with entities such as metropolitan planning organizations, Ohio’sU.S. Department of
Energy Clean Cities affiliate, U.S. EPA Region 5’s Midwest Clean Diesel Initiative, the Ohio Department of
Transportation, Ohio County Engineers Association, Ohio School Boards Association, and Ohio Public
Transit Association to make presentations and send targeted messages to their constituencies.

Ohio EPA offered a formal 60-day public comment period when the state’s draft Beneficiary Mitigation Plan
was released on Dec. 7, 2017, and received 85 written responses that are now posted on the VW website.
In 2018, regional public information sessions were offered in Columbus (Jan. 11), Cleveland (Jan. 18) and
Cincinnati (Jan. 22), attended by a total of 86 people. A March 21, 2018, webinar on strategies for
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implementation of the plan drew 45 attendees. The Agency offered a briefing for members of the Ohio
General Assembly on May 15, 2018.

Ohio EPA’s outreach efforts will continue as new competitive grant application opportunities and requests
for proposals are released. Ohio EPA intends to release the first Request for Proposals for on- and off-road
projects June 4, 2018, and has scheduled three webinars on the application software in June, in addition to
a public information session for prospective grant applicants on July 10, 2018.

Periodic Evaluation: Ohio EPA will periodically evaluate the implementation of the Beneficiary Mitigation
Plan and Eligible Mitigation Actions to determine whether any revisions to the Plan and funding levels are
necessary. If future revisions to the Beneficiary Mitigation Plan are necessary, Ohio EPA intends to seek
public input on major Plan revisions generally consistent with the process outlined above, including
publishing a notice of the opportunity for public comment and providing a 30-day public comment period
regarding the proposed revisions.

Ohio VW Website: Ohio EPA will maintain the following on the VW website:

e General information on the VW settlement and Mitigation Trust Fund, including links to the
documents;

e Ohio’s Beneficiary Mitigation Plan, including information about the public participation process for
the Beneficiary Mitigation Plan;

e Information about funding programs Ohio EPA uses to distribute money from the Mitigation Trust;

e Public records supporting funding requests Ohio EPA submits to the Trustee and records
supporting expenditures of the Trust Fund (subject to confidentiality laws and the termination
dates of the Partial Consent Decrees); and

e Department contact information.

IV. Project Planning

This section identifies the mechanisms available to Ohio EPA to fund projects and the potential local, state
and regional partners that can work with Ohio EPA on educational outreach and project development. All
programs Ohio EPA develops under this Beneficiary Mitigation Plan will be designed to:

e Be consistent with all requirements of the Trust Agreement;

e Require appropriate documentation to ensure accountability; and

o Comply with the State’s laws, regulations and policies.

A. Funding Mechanisms

1)  Ohio EPA may use a variety of funding mechanisms to evaluate funding requests for the Eligible
Mitigation Actions, including:

a) Competitive grant awards: funds awarded based on cost effectiveness of NOx emission
reductions and other criteria. Ohio EPA anticipates offering approximately $15 million in
competitive grants in each of the first three years of the program (2018-2020) and additional
opportunities in later years depending on the amount of funding remaining.

b) Sole-source grant awards: funds awarded based on restrictions of location, product, service or
time.

c) State term contracts awarded through a competitive procurement process administered by
the Ohio Department of Administrative Services.

d) Memoranda of Understanding: funds awarded as an agreement between Ohio EPA and other
state agencies or local governments.
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2)  Ohio EPA will determine the most appropriate funding mechanism and programs to evaluate
proposals for Eligible Mitigation Actions and will modify existing or develop new programs to
evaluate eligible projects for the Mitigation Trust. Ohio EPA will incorporate any eligibility
requirements contained in the Trust Agreement into new programs as they are developed.

B. Project Partners

In addition to the public, Ohio EPA has identified several organizations as potential project partners within
the state, region and nation. Ohio EPA will work with these organizations on educational outreach and
eligible project development. Organizations other than those listed here may also be considered as
partners.

1. State Partners

Ohio EPA may partner with organizations within the state to identify and complete projects. Below are
examples of the types of organizations that may have experience in participating in grant or other funding
programs, are linked to government agencies, and/or have knowledge of local fleets and interest in Eligible
Mitigation Actions within their jurisdictions.

a) Other state agencies, including the Ohio Department of Transportation, Ohio Development Services
Agency and Public Utilities Commission of Ohio

b) Local air pollution control agencies

c) Local governments and their associations such as the County Commissioners Association of Ohio,
Ohio Municipal League, Ohio Township Association, Ohio Public Transit Association and Ohio
School Boards Association

d) Metropolitan planning organizations in Ohio priority counties, including the Akron Metropolitan
Area Transportation Study policy committee, Eastgate Regional Council of Governments
(Youngstown area), Erie Regional Planning Commission (Sandusky area), Miami Valley Regional
Planning Commission (Dayton area), Mid-Ohio Regional Planning Commission (Columbus area),
Northeast Ohio Areawide Coordinating Agency (Cleveland area), Ohio-Kentucky-Indiana Regional
Council of Governments (Cincinnati area), Stark County Area Transportation Study policy
committee (Canton area), and Toledo Metropolitan Area Council of Governments (Toledo area)

e) Environmental and clean air advocacy groups

f) Clean transportation advocacy groups: Clean Fuels Ohio.
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Figure 11 — Ohio Metropolitan Planning Organizations

2. Regional and National Partners

Ohio EPA works closely with regional and national organizations that may be useful to identify and
complete projects involving vehicles or equipment involved in interstate transport or transportation
corridors, such as rail projects, port projects, airport projects and light-duty ZEV supply equipment
development.

a) The Midwest Clean Diesel Initiative: Steering Committee of states and stakeholders in the six
states of U.S. EPA’s Region 5 (Illinois, Indiana, Michigan, Minnesota, Ohio and Wisconsin)

b) The Association of Air Pollution Control Agencies

c) The National Association of State Energy Officials

3. Business and Industry Partners

In addition to public and non-profit organizations, Ohio EPA may also partner with private businesses or
industry groups that have an interest in or information about the Eligible Mitigation Actions, such as the
major electric utilities operating in priority counties (including American Electric Power, Dayton Power
and Light, Duke Energy and First Energy) and organizations such as the Ohio Trucking Association and
Ohio Retail Merchants Association.
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V. Conclusion

This Beneficiary Mitigation Plan has been developed in accordance with the terms of the Environmental
Mitigation Trust Agreement for State Beneficiaries. This Beneficiary Mitigation Plan is not a solicitation for
projects. As such, this Beneficiary Mitigation Plan does not include detail on the application or project
selection process. Such information will be available on Ohio EPA’s VW website after the Final Beneficiary
Mitigation Plan has been submitted to the Trustee.

As part of periodic evaluations, Ohio EPA may revise the Final Beneficiary Mitigation Plan as necessary to
reflect major changes in market demand, the State’s priorities, or available funds in future years.
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Appendix — Copy of Appendix D-2 Eligible Mitigation Actions and

Expenditures

Excerpted from VW State Beneficiary Trust Agreement
http://www.epa.gov/enforcement/environmental-mitigation-trust-agreements
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o https://iwww.epa.gov/
Excerpted from VW State Beneficiary enforcement/
Trust Agreement environmental-mitigation-trust-agreements

APPENDIX D-2

ELIGIBLE MITIGATION ACTIONS AND MITIGATION ACTION EXPENDITURES

1. Class 8 Local Freight Trucks and Port Drayage Trucks (Eligible Large Trucks)

a. Eligible Large Trucks include 1992-2009 engine model year Class 8 Local
Freight or Drayage. For Beneficiaries that have State regulations that already
require upgrades to 1992-2009 engine model year trucks at the time of the
proposed Eligible Mitigation Action, Eligible Large Trucks shall also include
2010-2012 engine model year Class 8 Local Freight or Drayage.

b. Eligible Large Trucks must be Scrapped.

c. Eligible Large Trucks may be Repowered with any new diesel or Alternate
Fueled engine or All-Electric engine, or may be replaced with any new diesel or
Alternate Fueled or All-Electric vehicle, with the engine model year in which
the Eligible Large Trucks Mitigation Action occurs or one engine model year
prior.

d. For Non-Government Owned Eligible Class 8 Local Freight Trucks,
Beneficiaries may only draw funds from the Trust in the amount of:

1. Up to 40% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine, including the costs of
installation of such engine.

2. Up to 25% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) vehicle.

3. Upto 75% of the cost of a Repower with a new All-Electric engine,
including the costs of installation of such engine, and charging
infrastructure associated with the new All-Electric engine.

4. Up to 75% of the cost of a new All-Electric vehicle, including
charging infrastructure associated with the new All-Electric vehicle.

¢. For Non-Government Owned Eligible Drayage Trucks, Beneficiaries may only
draw funds from the Trust in the amount of:

1. Up to 40% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine, including the costs of
installation of such engine.

2. Up to 50% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) vehicle.
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i)

3. Upto 75% of the cost of a Repower with a new All-Electric engine,
including the costs of installation of such engine, and charging
infrastructure associated with the new All-Electric engine.

4. Up to 75% of the cost of a new all-electric vehicle, including charging
infrastructure associated with the new All-Electric vehicle.

For Government Owned Eligible Class 8 Large Trucks, Beneficiaries may draw
funds from the Trust in the amount of:

1. Up to 100% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine, including the costs of
installation of such engine.

2. Up to 100% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) vehicle.

3. Up to 100% of the cost of a Repower with a new All-Electric engine,
including the costs of installation of such engine, and charging
infrastructure associated with the new All-Electric engine.

4. Up to 100% of the cost of a new All-Electric vehicle, including
charging infrastructure associated with the new All-Electric vehicle.

2. Class 4-8 School Bus, Shuttle Bus, or Transit Bus (Eligible Buses)

a.

Eligible Buses include 2009 engine model year or older class 4-8 school buses,
shuttle buses, or transit buses. For Beneficiaries that have State regulations that
already require upgrades to 1992-2009 engine model year buses at the time of
the proposed Eligible Mitigation Action, Eligible Buses shall also include 2010-
2012 engine model year class 4-8 school buses, shuttle buses, or transit buses.

Eligible Buses must be Scrapped.

Eligible Buses may be Repowered with any new diesel or Alternate Fueled or
All-Electric engine, or may be replaced with any new diesel or Alternate Fueled
or All-Electric vehicle, with the engine model year in which the Eligible Bus
Mitigation Action occurs or one engine model year prior.

For Non-Government Owned Buses, Beneficiaries may draw funds from the
Trust in the amount of:

1. Up to 40% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine, including the costs of
installation of such engine.

2. Up to 25% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) vehicle.
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€.

3. Up to 75% of the cost of a Repower with a new All-Electric engine,

including the costs of installation of such engine, and charging
infrastructure associated with the new All-Electric engine.

Up to 75% of the cost of a new All-Electric vehicle, including
charging infrastructure associated with the new All-Electric vehicle.

For Government Owned Eligible Buses, and Privately Owned School Buses
Under Contract with a Public School District, Beneficiaries may draw funds
from the Trust in the amount of:

L.

3. Freight Switchers

a.

Up to 100% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine, including the costs of
installation of such engine.

Up to 100% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) vehicle.

Up to 100% of the cost of a Repower with a new All-Electric engine,
including the costs of installation of such engine, and charging
infrastructure associated with the new All-Electric engine.

Up to 100% of the cost of a new All-Electric vehicle, including
charging infrastructure associated with the new All-Electric vehicle.

Eligible Freight Switchers include pre-Tier 4 switcher locomotives that operate
1000 or more hours per year.

b. Eligible Freight Switchers must be Scrapped.

C.

Eligible Freight Switchers may be Repowered with any new diesel or Alternate
Fueled or All-Electric engine(s) (including Generator Sets), or may be replaced
with any new diesel or Alternate Fueled or All-Electric (including Generator
Sets) Freight Switcher, that is certified to meet the applicable EPA emissions
standards (or other more stringent equivalent State standard) as published in the
CFR for the engine model year in which the Eligible Freight Switcher
Mitigation Action occurs.

For Non-Government Owned Freight Switchers, Beneficiaries may draw funds
from the Trust in the amount of :

L

Up to 40% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine(s) or Generator Sets,
including the costs of installation of such engine(s).

Up to 25% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) Freight Switcher.
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3.

4,

Up to 75% of the cost of a Repower with a new All-Electric engine(s),
including the costs of installation of such engine(s), and charging
infrastructure associated with the new All-Electric engine(s).

Up to 75% of the cost of a new All-Electric Freight Switcher,
including charging infrastructure associated with the new All-Electric
Freight Switcher.

e. For Government Owned Eligible Freight Switchers, Beneficiaries may draw
funds from the Trust in the amount of:

E

4. Ferries/Tugs

Up to 100% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine(s) or Generator Sets,
including the costs of installation of such engine(s).

Up to 100% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) Freight Switcher.

Up to 100% of the cost of a Repower with a new All-Electric
engine(s), including the costs of installation of such engine(s), and
charging infrastructure associated with the new All-Electric engine(s).

Up to 100% of the cost of a new All-Electric Freight Switcher,
including charging infrastructure associated with the new All-Electric
Freight Switcher.

a. Eligible Ferries and/or Tugs include unregulated, Tier 1, or Tier 2 marine

engines.

b. Eligible Ferry and/or Tug engines that are replaced must be Scrapped.

c. Eligible Ferries and/or Tugs may be Repowered with any new Tier 3 or Tier 4
diesel or Alternate Fueled engines, or with All-Electric engines, or may be
upgraded with an EPA Certified Remanufacture System or an EPA Verified
Engine Upgrade.

d. For Non-Government Owned Eligible Ferries and/or Tugs, Beneficiaries may
only draw funds from the Trust in the amount of:

1.

Up to 40% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine(s), including the costs of
installation of such engine(s).

Up to 75% of the cost of a Repower with a new All-Electric engine(s),
including the costs of installation of such engine(s), and charging
infrastructure associated with the new All-Electric engine(s).
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€.

For Government Owned Eligible Ferries and/or Tugs, Beneficiaries may draw
funds from the Trust in the amount of:

1. Up to 100% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine(s), including the costs of
installation of such engine(s).

2. Up to 100% of the cost of a Repower with a new All-Electric
engine(s), including the costs of installation of such engine(s), and
charging infrastructure associated with the new All-Electric engine(s).

5. Ocean Going Vessels (OGV) Shorepower

d.

Eligible Marine Shorepower includes systems that enable a compatible vessel’s
main and auxiliary engines to remain off while the vessel is at berth.
Components of such systems eligible for reimbursement are limited to cables,
cable management systems, shore power coupler systems, distribution control
systems, and power distribution. Marine shore power systems must comply
with international shore power design standards (ISO/IEC/IEEE 80005-1-2012
High Voltage Shore Connection Systems or the IEC/PAS 80005-3:2014 Low
Voltage Shore Connection Systems) and should be supplied with power sourced
from the local utility grid. Eligible Marine Shorepower includes equipment for
vessels that operate within the Great Lakes.

For Non-Government Owned Marine Shorepower, Beneficiaries may only draw
funds from the Trust in the amount of up to 25% for the costs associated with
the shore-side system, including cables, cable management systems, shore
power coupler systems, distribution control systems, installation, and power
distribution components.

For Government Owned Marine Shorepower, Beneficiaries may draw funds
from the Trust in the amount of up to 100% for the costs associated with the
shore-side system, including cables, cable management systems, shore power
coupler systems, distribution control systems, installation, and power
distribution components.

6. Class 4-7 Local Freight Trucks (Medium Trucks)

d.

b.

Eligible Medium Trucks include 1992-2009 engine model year class 4-7 Local
Freight trucks, and for Beneficiaries that have State regulations that already
require upgrades to 1992-2009 engine model year trucks at the time of the
proposed Eligible Mitigation Action, Eligible Trucks shall also include 2010-
2012 engine model year class 4-7 Local Freight trucks.

Eligible Medium Trucks must be Scrapped.
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c. Eligible Medium Trucks may be Repowered with any new diesel or Alternate
Fueled or All-Electric engine, or may be replaced with any new diesel or
Alternate Fueled or All-Electric vehicle, with the engine model year in which
the Eligible Medium Trucks Mitigation Action occurs or one engine model year

prior.

d. For Non-Government Owned Eligible Medium Trucks, Beneficiaries may draw
funds from the Trust in the amount of:

L.

Up to 40% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine, including the costs of
installation of such engine.

Up to 25% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) vehicle.

Up to 75% of the cost of a Repower with a new All-Electric engine,
including the costs of installation of such engine, and charging
infrastructure associated with the new All-Electric engine.

Up to 75% of the cost of a new All-Electric vehicle, including
charging infrastructure associated with the new All-Electric vehicle.

e. For Government Owned Eligible Medium Trucks, Beneficiaries may draw
funds from the Trust in the amount of:

1.

Up to 100% of the cost of a Repower with a new diesel or Alternate
Fueled (e.g., CNG, propane, Hybrid) engine, including the costs of
installation of such engine.

Up to 100% of the cost of a new diesel or Alternate Fueled (e.g., CNG,
propane, Hybrid) vehicle.

. Up to 100% of the cost of a Repower with a new All-Electric engine,

including the costs of installation of such engine, and charging
infrastructure associated with the new All-Electric engine.

Up to 100% of the cost of a new All-Electric vehicle, including
charging infrastructure associated with the new All-Electric vehicle.

7. Airport Ground Support Equipment
a. Eligible Airport Ground Support Equipment includes:

1

Tier 0, Tier 1, or Tier 2 diesel powered airport ground support
equipment; and

Uncertified, or certified to 3 g/bhp-hr or higher emissions, spark
ignition engine powered airport ground support equipment.

b. Eligible Airport Ground Support Equipment must be Scrapped.
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C.

Eligible Airport Ground Support Equipment may be Repowered with an All-
Electric engine, or may be replaced with the same Airport Ground Support
Equipment in an All-Electric form.

For Non-Government Owned Eligible Airport Ground Support Equipment,
Beneficiaries may only draw funds from the Trust in the amount of:

L

Up to 75% of the cost of a Repower with a new All-Electric engine,
including costs of installation of such engine, and charging
infrastructure associated with such new All-Electric engine.

. Up to 75% of the cost of a new All-Electric Airport Ground Support

Equipment, including charging infrastructure associated with such new
All-Electric Airport Ground Support Equipment.

For Government Owned Eligible Airport Ground Support Equipment,
Beneficiaries may draw funds from the Trust in the amount of:

1.

Up to 100% of the cost of a Repower with a new All-Electric engine,
including costs of installation of such engine, and charging
infrastructure associated with such new All-Electric engine.

Up to 100% of the cost of a new All-Electric Airport Ground Support
Equipment, including charging infrastructure associated with such new
All-Electric Airport Ground Support Equipment.

8. Forklifts and Port Cargo Handling Equipment

a.

Eligible Forklifts includes forklifts with greater than 8000 pounds lift
capacity.

Eligible Forklifts and Port Cargo Handling Equipment must be Scrapped.

Eligible Forklifts and Port Cargo Handling Equipment may be Repowered
with an All-Electric engine, or may be replaced with the same equipment in an
All-Electric form.

For Non-Government Owned Eligible Forklifts and Port Cargo Handling
Equipment, Beneficiaries may draw funds from the Trust in the amount of:

1

Up to 75% of the cost of a Repower with a new All-Electric engine,
including costs of installation of such engine, and charging
infrastructure associated with such new All-Electric engine.

Up to 75% of the cost of a new All-Electric Forklift or Port Cargo
Handling Equipment, including charging infrastructure associated with
such new All-Electric Forklift or Port Cargo Handling Equipment.

For Government Owned Eligible Forklifts and Port Cargo Handling
Equipment, Beneficiaries may draw funds from the Trust in the amount of:
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. Up to 100% of the cost of a Repower with a new All-Electric engine,

including costs of installation of such engine, and charging
infrastructure associated with such new All-Electric engine.

Up to 100% of the cost of a new All-Electric Forklift or Port Cargo
Handling Equipment, including charging infrastructure associated with
such new All-Electric Forklift or Port Cargo Handling Equipment.

9. Light Duty Zero Emission Vehicle Supply Equipment. Each Beneficiary may use up to

fifteen percent (15%) of its allocation of Trust Funds on the costs necessary for, and
directly connected to, the acquisition, installation, operation and maintenance of new light
duty zero emission vehicle supply equipment for projects as specified below. Provided,
however, that Trust Funds shall not be made available or used to purchase or rent real-
estate, other capital costs (e.g., construction of buildings, parking facilities, etc.) or general
maintenance (i.e., maintenance other than of the Supply Equipment).

a.

Light duty electric vehicle supply equipment includes Level 1, Level 2 or fast
charging equipment (or analogous successor technologies) that is located in a
public place, workplace, or multi-unit dwelling and is not consumer light duty
electric vehicle supply equipment (i.e., not located at a private residential
dwelling that is not a multi-unit dwelling).

Light duty hydrogen fuel cell vehicle supply equipment includes hydrogen
dispensing equipment capable of dispensing hydrogen at a pressure of 70
megapascals (MPa) (or analogous successor technologies) that is located in a
public place.

Subject to the 15% limitation above, each Beneficiary may draw funds from
the Trust in the amount of’

L

Up to 100% of the cost to purchase, install and maintain eligible light
duty electric vehicle supply equipment that will be available to the
public at a Government Owned Property.

Up to 80% of the cost to purchase, install and maintain eligible light
duty electric vehicle supply equipment that will be available to the
public at a Non-Government Owned Property.

Up to 60% of the cost to purchase, install and maintain eligible light
duty electric vehicle supply equipment that is available at a workplace
but not to the general public.

Up to 60% of the cost to purchase, install and maintain eligible light
duty electric vehicle supply equipment that is available at a multi-unit
dwelling but not to the general public.
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5. Up to 33% of the cost to purchase, install and maintain eligible light
duty hydrogen fuel cell vehicle supply equipment capable of
dispensing at least 250 kg/day that will be available to the public.

6. Up to 25% of the cost to purchase, install and maintain eligible light
duty hydrogen fuel cell vehicle supply equipment capable of
dispensing at least 100 kg/day that will be available to the public.

10. Diesel Emission Reduction Act (DERA) Option. Beneficiaries may use Trust Funds for
their non-federal voluntary match, pursuant to Title VII, Subtitle G, Section 793 of the
DERA Program in the Energy Policy Act of 2005 (codified at 42 U.S.C. § 16133), or
Section 792 (codified at 42 U.S.C. § 16132) in the case of Tribes, thereby allowing
Beneficiaries to use such Trust Funds for actions not specifically enumerated in this
Appendix D-2, but otherwise eligible under DERA pursuant to all DERA guidance
documents available through the EPA. Trust Funds shall not be used to meet the non-
federal mandatory cost share requirements, as defined in applicable DERA program
guidance, of any DERA grant.

10
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Eligible Mitigation Action Administrative Expenditures

For any Eligible Mitigation Action, Beneficiaries may use Trust Funds for actual administrative
expenditures (described below) associated with implementing such Eligible Mitigation Action,
but not to exceed 15% of the total cost of such Eligible Mitigation Action. The 15% cap
includes the aggregated amount of eligible administrative expenditures incurred by the
Beneficiary and any third-party contractor(s).

1. Personnel including costs of employee salaries and wages, but not consultants.

2. Fringe Benefits including costs of employee fringe benefits such as health insurance, FICA,
retirement, life insurance, and payroll taxes.

3. Travel including costs of Mitigation Action-related travel by program staff, but does not
include consultant travel.

4. Supplies including tangible property purchased in support of the Mitigation Action that will
be expensed on the Statement of Activities, such as educational publications, office
supplies, etc. Identify general categories of supplies and their Mitigation Action costs.

5. Contractual including all contracted services and goods except for those charged under
other categories such as supplies, construction, etc. Contracts for evaluation and consulting
services and contracts with sub-recipient organizations are included.

6. Construction including costs associated with ordinary or normal rearrangement and
alteration of facilities.

7. Other costs including insurance, professional services, occupancy and equipment leases,
printing and publication, training, indirect costs, and accounting.

Definitions/Glossary of Terms

“Airport Ground Support Equipment” shall mean vehicles and equipment used at an airport to
service aircraft between flights.

“All-Electric™ shall mean powered exclusively by electricity provided by a battery, fuel cell, or
the grid.

“Alternate Fueled” shall mean an engine, or a vehicle or piece of equipment that is powered by
an engine, which uses a fuel different from or in addition to gasoline fuel or diesel fuel (e.g.,
CNG, propane, diesel-electric Hybrid).

“Certified Remanufacture System or Verified Engine Upgrade™ shall mean engine upgrades
certified or verified by EPA or CARB to achieve a reduction in emissions.

“Class 4-7 Local Freight Trucks (Medium Trucks)” shall mean trucks, including commercial
trucks, used to deliver cargo and freight (e.g., courier services, delivery trucks, box trucks
moving freight, waste haulers, dump trucks, concrete mixers) with a Gross Vehicle Weight
Rating (GYVWR) between 14,001 and 33,000 lbs.
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“Class 4-8 School Bus, Shuttle Bus, or Transit Bus (Buses)” shall mean vehicles with a Gross
Vehicle Weight Rating (GVWR) greater than 14,001 Ibs. used for transporting people. See
definition for School Bus below.

“Class 8 Local Freight, and Port Drayage Trucks (Eligible Large Trucks)” shall mean trucks with
a Gross Vehicle Weight Rating (GVWR) greater than 33,000 Ibs. used for port drayage and/or
freight/cargo delivery (including waste haulers, dump trucks, concrete mixers).

“CNG™ shall mean Compressed Natural Gas.
“Drayage Trucks™ shall mean trucks hauling cargo to and from ports and intermodal rail yards.

“Forklift” shall mean nonroad equipment used to lift and move materials short
distances; generally includes tines to lift objects. Eligible types of forklifts include reach
stackers, side loaders, and top loaders.

“Freight Switcher™ shall mean a locomotive that moves rail cars around a rail yard as compared
to a line-haul engine that moves freight long distances.

“Generator Set” shall mean a switcher locomotive equipped with multiple engines that can turn
off one or more engines to reduce emissions and save fuel depending on the load it is moving.

“Government” shall mean a State or local government agency (including a school district,
municipality, city, county, special district, transit district, joint powers authority, or port
authority, owning fleets purchased with government funds), and a tribal government or native
village. The term “State™ means the several States, the District of Columbia, and the
Commonwealth of Puerto Rico.

“Gross Vehicle Weight Rating (GVWR)” shall mean the maximum weight of the vehicle, as
specified by the manufacturer, GVWR includes total vehicle weight plus fluids, passengers, and
cargo.

Class 1: <6000 Ib.

Class 2: 6001-10,000 Ib.
Class 3: 10,001-14,000 Ib.
Class 4: 14,001-16,000 Ib.
Class 5: 16,001-19,500 1b.
Class 6: 19,501-26,000 lb.
Class 7: 26,001-33,000 Ib.
Class 8: > 33,001 1b.

“Hybrid” shall mean a vehicle that combines an internal combustion engine with a battery and
electric motor.

“Infrastructure”™ shall mean the equipment used to enable the use of electric powered vehicles
(e.g., electric vehicle charging station).
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“Intermodal Rail Yard” shall mean a rail facility in which cargo is transferred from drayage truck
to train or vice-versa.

“Port Cargo Handling Equipment” shall mean rubber-tired gantry cranes, straddle carriers,
shuttle carriers, and terminal tractors, including yard hostlers and yard tractors that operate
within ports.

“Plug-in Hybrid Electric Vehicle (PHEV)” shall mean a vehicle that is similar to a Hybrid but is
equipped with a larger, more advanced battery that allows the vehicle to be plugged in and
recharged in addition to refueling with gasoline. This larger battery allows the car to be driven
on a combination of electric and gasoline fuels.

“Repower” shall mean to replace an existing engine with a newer, cleaner engine or power
source that is certified by EPA and, if applicable, CARB, to meet a more stringent set of engine
emission standards. Repower includes, but is not limited to, diesel engine replacement with an
engine certified for use with diesel or a clean alternate fuel, diesel engine replacement with an
electric power source (e.g., grid, battery), diesel engine replacement with a fuel cell, diesel
engine replacement with an electric generator(s) (genset), diesel engine upgrades in Ferries/Tugs
with an EPA Certified Remanufacture System, and/or diesel engine upgrades in Ferries/Tugs
with an EPA Verified Engine Upgrade. All-Electric and fuel cell Repowers do not require EPA
or CARB certification.

*School Bus™ shall mean a Class 4-8 bus sold or introduced into interstate commerce for
purposes that include carrying students to and from school or related events. May be Type A-D.

“Scrapped” shall mean to render inoperable and available for recycle, and, at a minimum, to
specifically cut a 3-inch hole in the engine block for all engines. If any Eligible Vehicle will be
replaced as part of an Eligible project, Scrapped shall also include the disabling of the chassis by
cutting the vehicle’s frame rails completely in half.

“Tier 0, 1, 2, 3, 4" shall refer to corresponding EPA engine emission classifications for nonroad,
locomotive, and marine engines.

“Tugs” shall mean dedicated vessels that push or pull other vessels in ports, harbors, and inland
waterways (e.g., tugboats and towboats).

“Zero Emission Vehicle (ZEV)” shall mean a vehicle that produces no emissions from the on-
board source of power (e.g., All-Electric or hydrogen fuel cell vehicles).
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