AIR QUALITY AND CLIMATE DIVISION February 25, 2026
DEPARTMENT OF ENVIRONMENTAL CONSERVATION

Subject: ANR’s request for additional flexibility for VW Trust emissions reduction projects
Key Takeaways

e By October 2, 2027, Vermont needs to have obligated at least 80% ($14.9M) of its
original allocation of the Volkswagen Environmental Mitigation Trust; otherwise, any
unobligated funds may be reallocated to other states.

e ANR is proposing to remove the limitation established by the Vermont General Assembly
that VW funds only be spent on electrification projects.

e 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.

Background

In 2018, Vermont was certified as a beneficiary of the Volkswagen Environmental Mitigation
Trust for $18.7M. The purpose of the VW Trust is to fund eligible projects to mitigate the harm
caused by excess nitrogen oxides (NOx) emitted by VW vehicles which were alleged to be in
violation of the federal Clean Air Act. 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. Through Act 11 (2018 Special Session)’, the
legislature directed ANR to administer Vermont’s VW Trust funds for electrification projects
only.

Since 2018, ANR has issued multiple requests for proposals for electrification projects,
resulting in awards for the purchase of 10 electric school buses, 17 electric transit buses, and
10 heavy-duty electric trucks. Additionally, more than $2M has been used to install electric
vehicle charging - 75 Level 2 and 13 DC fast charge units located in downtown areas, highway
corridors, major attractions, multi-family housing, and workplaces.

Concerns

Per the conditions of the Trust Agreement, the State needs to have obligated at least 80% of
its original allocation by October 2, 2027. If the State does not reach this goal, any remaining
unobligated funds will be recaptured by the Trust and reallocated to other states that were
able to meet the deadline. The current status of obligated versus unobligated funds is shown
below:

Obligated Funds Unobligated Funds Needed to Obligate by
Funds 10/2/2027
$13,895,704 - $ 3,952,326 - $ 213,900 - $1,058,000
$14,739,804 $4,796,426
74.3% - 78.9% 21.1%-25.7% 1.1%-5.7%

Note: Ranges shown above reflect funding that is anticipated to be obligated within the next few months.

Vermont is not alone in identifying the limitations on eligible vehicles included in the Trust
Agreement as a challenge to administering the Trust funds. In accordance with the Trust
Agreement, eligible vehicles must have an engine model year ranging from 1992 to 2009.
This requirement has become increasingly more difficult to meet over the years as fleets
turnover and eligible vehicles are taken out of service or become nonoperational resulting in
a limited inventory of vehicles eligible for replacement. However, it is the more recent trends

"Vermont General Assembly, Act 11, 2018 Special Session,
https://legislature.vermont.gov/Documents/2018.1/Docs/ACTS/ACT011/ACT011%20As%20Enacted.pdf


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

being observed coupled with the limited inventory of eligible vehicles causing concern about
meeting the October 2027 deadline. Recent trends include:

1. Declining participation in the program. The past two requests for proposals have
been significantly undersubscribed, leading to concerns about meeting the October
2027 deadline.

2. Changes in federal policy and market trends. Grantees seeking to purchase electric
heavy-duty trucks have recently reported difficulty locating suitable 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.

Proposed Course of Action

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.2 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.

Presently, ANR is planning to solicit applications for electrification projects on a rolling basis
starting in Spring 2026 and continuing through late 2026. If the 80% threshold has not been
reached at that time, ANR would then offer funding towards projects involving other eligible
fuel types, including replacements with newer diesel vehicles. Doing so may encourage faster
turnover of older, more heavily polluting vehicles operating in the State in instances where the
operators are reluctant to commit to an electrification project. While greater NOx emission
reductions would be achieved through electrification projects, replacing 2009 and earlier
diesel vehicles can still achieve NOx emission reductions of 70% or more, depending on the
vehicle type. Additionally, funding levels would remain higher for electrification projects,
thereby still encouraging them over other project types.
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ANR’s proposed legislative change increases the likelihood that the State can retain its
existing VW fund allocation and potentially receive supplemental funds. However, meeting the
80% threshold remains a challenge due to the narrow eligibility window for vehicles with
engine model years 1992-2009 and more recent trend of requests for applications being
undersubscribed.

2Volkswagen Settlement Agreement, Environmental Mitigation Trust, Appendix D-2 Eligible Mitigation Actions and
Mitigation Action Expenditures, https://www.vwcourtsettlement.com/en/docs/DOJ/Approved%20Appendix%20D-
2.pdf
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