AIR QUALITY AND CLIMATE DIVISION
DEPARTMENT OF ENVIRONMENTAL CONSERVATION

To: House Committee on the Environment
From: Deirdra Ritzer, Mobile Sources Section Chief, Air Quality and Climate Division

CC: Rachel Stevens, Associate General Counsel, Dept. of Environmental Conservation
Heidi Hales, Director, Air Quality and Climate Division
Charles Martin, Deputy Secretary, Agency of Natural Resources

Date: Feb. 20, 2026

Re: ANR’s request for additional flexibility for VW Trust emissions reduction projects

The Agency of Natural Resources is proposing to remove the limitation established by the Vermont
General Assembly on the Volkswagen Environmental Mitigation Trust (VW Trust), that VW funds
only be spent on electrification projects and instead follow the scope of eligible funding
designated under the VW Trust agreement. As explained below, ANR will continue to prioritize
electrification projects and will only open funding opportunities to other eligible fuel types as a
contingency if deemed necessary to meet the 80% threshold. ANR’s proposal increases the
likelihood that the State can retain its existing VW fund allocation and potentially receive
supplemental funds.

Background

In 2018, Vermont was certified as a beneficiary of the VW Trust for $18.7 million. According to the
court-approved settlement that partially resolved claims against VW for violating the federal Clean
Air Act, the purpose of the VW Trust is to fund eligible projects to mitigate the harm caused by the
excess nitrogen oxides (NOx) emitted by the affected VW vehicles. Specifically, the VW settlement
agreement allows for the replacement or repower of certain diesel vehicles and equipment with
less polluting new diesel, alternative fuel, or all electric options. More information on eligible
projects isincluded in VW settlement agreement Appendix D-2 (attached).

Through Act 11 (2018 Special Session), the legislature directed ANR to administer Vermont’s VW
Trust funds for electrification projects only, which was strongly supported by this Administration.
Since 2018, ANR has issued multiple requests for proposals, soliciting several electrification
projects and awarding funding for 10 electric school buses, 17 electric transit buses, and 10
heavy-duty electric trucks—totaling $13.5 million. Working with the Agency of Commerce and

Community Development and the Interagency Working Group on Electric Vehicle Charging, more
than $2 million has been used to install 75 Level 2 and 13 DC fast charge units located in
downtowns, highway corridors, major attractions, multi-family housing, and workplaces.

Concern

On the 10™ anniversary of the VW Trust Effective Date, October 2, 2027, beneficiaries
demonstrating that they have obligated as least 80% of the allocation may receive supplemental


https://legislature.vermont.gov/Documents/2018.1/Docs/ACTS/ACT011/ACT011%20As%20Enacted.pdf

VW Trust funds. Those beneficiaries that do not meet the 80% threshold will have their remaining
VW Trust funds redistributed among the beneficiaries that met the threshold.

Currently, Vermont has obligated 79% of its VW allocation. With plans to issue another request for
applications in 2026, ANR anticipates meeting the 80% threshold. However, grantees seeking to
purchase electric heavy-duty trucks have recently reported difficulty locating vehicles in Vermont
and the greater northeast region. Significant manufacturer delays are likely a result of reduced
national demand caused by the federal administration’s policy shift away from electric vehicles. If
grantees begin declining awards due to lack of availability of electric heavy-duty trucks, then the
percentage of obligated funds may begin to decrease and impact ANR’s ability to meet the 80%
threshold by the end of 2027.

Proposed Changes

ANR is proposing to remove Act 11’s limitation that VW funds only be spent on electrification
projects and instead follow the scope of eligible funding designated under the VW Trust
agreement. ANR will continue to prioritize electrification projects and will only open funding
opportunities to other eligible fuel types if deemed necessary to meet the 80% threshold. Other
eligible projects under the VW Trust include replacements of older, higher polluting heavy-duty
diesel vehicles and equipment with new diesel or alternative fuel models in addition to all electric
options. Considering the uncertainty regarding electric truck availability described above, this
precaution is warranted and increases the likelihood of Vermont keeping its existing VW Trust
allocation and potentially receiving supplemental funds. Importantly, even with ANR’s proposed
legislative change, meeting the 80% threshold remains a challenge due to other VW Trust
agreement’s constraints, including the narrow eligibility window for vehicles with engine model
years 1992-2009.



