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VW Settlement Overview

A In 2015, Volkswagen (VW) publicly admitted that it had secretly and
deliberately installed a defeat device -- software designed to cheat
emissions tests and deceive federal and state regulators --1In
approximately 590,000 model year 2009 to 2016 motor vehicles
containing 2.0 and 3.0 liter diesel engines.

A EPA filed a complaint against VW, alleging that the company had
violated the Clean Air Act.

A In October 2016 and May 2017, the U.S. District Court, Northern District
of California approved two partial settlements related to the affected
2.0 and 3.0 liter vehicles , totaling $14.9 billion.



VW Settlement Overview (continued)

A In April 2017, a third partial settlement, addressing civil penalties and
Injunctive relief, was approved by the Court . Under the third partial
settlement, VW has paid a $1.45 billion civil penalty for the alleged civil
violations of the Clean Air Act. The money was collected via the
Department of Justice and was deposited to the U.S. Treasury.

A Settlement funds from the first and second partial settlements (2.0 and
3.0 liter, respectively) will be dispersed amongst three categories:



Settlement Breakdown

Vehicle Buyback and
Modification (Consumers)

.| Zero Emission Vehicle
Investment (National and CA)

.| Environmental Mitigation Trust
(States, Tribes, Territories)




1. Vehicle Buyback and Modification (Consumers)

A$10 Billion

AThe Consent Decree requires VW to remove or
modify at least 85% of the subject 2.0 liter vehicles
by June 30, 2019, the subject 3.0 liter generation 1
vehicles (MY 2009-2012) by November 30, 2019, and
the subject 3.0 liter generation 2 vehicles (MY 2013 -

2016) by May 31, 2020.
U Buyback
U Lease termination

U EPAapproved emissions modification -
TN



2. Zero Emission Vehicle Investment

f VW will invest $2 billion over 10 years in projects that support the
Increased use of ZEV, which are defined as battery electric
vehicles, plug -in hybrid electric vehicles, and fuel cell vehicles.

f This will be a VW administered program.

f VW created a separate entity within VW Group of America, known
as Electrify America, LLC, to oversee the ZEV investment.

U $300 million National ZEV investment plan during every 30
month cycle for four cycles (with EPA oversight) = $1.2 billion

U $200 million California ZEV investment plan every 30 month
cycle for four cycles (with CARB oversight) = $800 million



2. Zero Emission Vehicle (ZEV) Investment

A Eligible ZEV Investment expenses include

U Design/planning, construction/installation,  and operation
and maintenance of ZEV infrastructure;

U Brand-neutral education or public outreach that builds or
INnCreases awareness;

U Programs or actions to increase public exposure or
access to ZEVs without requiring the consumer to
purchase or lease a ZEV at full market value, such as car
sharing services or ride haliling services.



ZEV Investment Opportunities for Stakeholder Input

A VW must solicit and consider input from states, municipalities, tribes and federal
agencies. Ultimately, VW has discretion as to whether or not it will incorporate the
Input into its plan.

A VW launched www.electrifyamerica.com _in December 2016. This site provides
iInformation on the ZEV infrastructure and awareness campaign, as well as details on
how states, municipalities, and others can
Investment plans over the next ten years.

A The period to submit proposals for recommendations for the first 30 -month
iInvestment cycle ended on January 16, 2017. Additional proposals will be considered
after this date on a rolling basis.

A All submissions will become the property of Volkswagen Group of America and should
not include proprietary information as submissions could be shared publicly.
T



http://www.electrifyamerica.com/

TDEC Response to Electrify America Solicitation

A TDEC submitted a response on January 13 to provide VW with basic knowledge
regarding ZEVstakeholders, current EV landscape, and priorities, recommendations,
and goals for ZEV infrastructure and awareness investmentsin ~ TN.

A Thef ol l owing stakeholders provided input t
Clean CitiesAN East Tennessee Clean Fuel s
Government of Nashville and Davidson County, Memphis -Shelby County Office of
Sustainability, City of Chattanooga, ChargePoint, TNECD, Chattanooga Area Regional
Transportation Authority, and Green Commuter

A TDECwill engage in ongoing communication with Electrify America to provide
updatest o t he 1 nfor mati on p rmresmresa dnetd ensuretthati n
Electrify America has access to the most current and relevant details

regarding the ZEV landscape in TN.



Process for VW National ZEV Investment

A For each 30-month cycle, VW will submit a draft National ZEV
Investment Plan:
U Description of proposed ZEV investments, timelines, etc.;
U Explanation of how each investment advances the use and market

penetration of ZEVs, has high likelihood of utilization, provides
accessibility/availability where most needed, and builds positive

awareness,

U The EPA must approve the final plan; upon approval, VW
Implements plan and reports annually on its progress.



National ZEV Investment Plan: 15t 30-month Cycle

A On April 9, 2017, Electrify America published the National ZEV Investment
Plan: Cycle 1 . The plan, which was approved by EPA, detalls the investments
that will be made in the first 30 -month cycle, which runs from Q1 2017
through Q2 2019:

A Installing Charging Infrastructure (~$250 million)

1. Community Charging: 300+ stations across five major use cases (multi -family
homes, workplace, commercial/retail, community, and municipal lots/garages) in
11metropolitan areas: NYC, Washington, D.C., Chicago, Portland (OR), Boston,
Seattle, Philadelphia, Denver, Houston, Miami, and Raleigh.




National ZEV Investment Plan: 15t 30-month Cycle
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National ZEV Investment Plan: 15t 30-month Cycle

2. Long Distance Highway Network:

A In the first 30 -month cycle, ~240 stations to be installed or under development along 35
highways & interstates across the U.S.

U Highways and interstate systems identified that pass through TN:
o 5-9on Hwy 70
0 5-90n1-40
10+ on I-75
5-9 on |-65
2-4 on |1-24
U Capacity will range from 4 and up to 10 vehicles charging ata time

Focus on 150-320 kW DC fast chargers, providing about 9 -19 miles of ZEV range per
minute of charging

A Sites:

U Presentin 39 U.S. states by 2020 TN
U About 66 miles apart, with no more than 120 miles between

o O O



National ZEV Investment Plan: 15t 30-month Cycle

A Public Education Initiatives (~$25 million): A comprehensive brand -
neutral educational campaign will be split across traditional advertising
channels such as television and targeted digital in order to increase the
number of people aware of and willing to consider ZEVs.

A ZEV Access Initiatives (Spend amount not yet estimated). A program of
experiential initiatives like ride -and-drive events are still being developed as
part of Electrify Ameri caAs pl an; E |
for access programs or projects from EPA before it makes these
Investments, as required by Appendix C to the first partial settlement.

A Operational Costs to Run Electrify America (~$25 million)

e C



3. Environmental Mitigation Trust

A The remaining $2.9 billion will fund environmental mitigation
projects that reduce NOx emissions.

A The funds will be allocated among Beneficiaries (states, tribes, and
certain territories) based on the number of impacted VW vehicles In
their jurisdictions.

A Beneficiaries will develop a high -level mitigation plan, summarizing
how the beneficiary plans to use the mitigation funds.



3. Environmental Mitigation Trust

ATNAs initial allocation based on the 2.
$45,759,914.

A TDEC has been identified by Tennessee Governor Bill Haslam as the Lead
Agency for purposes of admalocatert. eri ng Te

A On October 2, 2017 , the final, executed Trust Agreements under the p artial
settlements with the U.S. federal government for 2.0 and 3.0 liter vehicles were
filed with the Court, establishing the Trust Effective Date (TED) for the
Environmental Mitigation Trust



3. Environmental Mitigation Trust

Beneficiary
overnmen Mitigation Plan




Beneficiary Mitigation Plan

The Plan must summarize how the Beneficiary (TN) plans to use its mitigation
funds, addressing:

ATNAs overall goal for the use of the fun

A The categories of Eligible Mitigation Actions TN anticipates that it will use and
the expected percentages of funds to be used for each type of action;

A How TN will consider the beneficial impact of Eligible Mitigation Actions on air
guality in areas that bear a disproportionate share of the air pollution burden
within its jurisdiction;

A The expected ranges of emissions benefits TN estimates would be realized by
Implementation of the Eligible Mitigation Actions identified in the Plan;

A The process by which TN shall seek and consider public input on its Beneficiary

Mitigation Plan.



Eligible Mitigation Actions - Environmental Mitigation Trust

A Eligible Projects (general information)

U Replacing or repowering older diesel engines in certain medium and heavy duty

vehicles, vessels, or equipment  with New Diesel, Alternate Fueled (e.g., CNG, propane,
diesel-electric hybrid) , or All-Electric engines (including installation of associated charging
Infrastructure for All-Electric engines)

I Replacing certain older, diesel medium and heavy duty vehicles, vessels, or
equipment with New Diesel, Alternate Fueled, or All-Electric (including installation of
associated charging infrastructure for  All-Electric)

I Installing charging infrastructure for  Light-Duty Zero Emission Vehicles (up to 15% of the
Trust Fund allocations can be spent on this)

I The use of Trust Funds as non -federal voluntary match for projects eligible under

the Diesel Emission Reduction Act (DERA) program.
TN




Eligible Mitigation Actions - Environmental  Mitigation Trust

10 different categories of Eligible Mitigation Actions set forth in the Trust Agreement

1. Large Trucks: Class 8 Local Freight Trucks and Port Drayage Trucks
2. Buses: Class 4-8 School Bus, Shuttle Bus, or Transit Bus

3. Freight Switchers

4. Ferries/Tugs

5. Shorepower for Ocean Going Vessels

6. Medium Trucks: Class 4-7 Local Freight Trucks

7. Airport Ground Support Equipment

8. Forklifts and Port Cargo Handling Equipment

9. Light Duty Zero Emission Vehicle Supply Equipment

10. Diesel Emission Reduction Act (DERA) Option




Eligible Mitigation Actions - Environmental  Mitigation Trust

A The Trust Agreement dictates the Eligible Mitigation Action
categories. These categories were not selected by TDEC or the State
of Tennessee.

A Categories 1-8 are focused on medium and heavy duty vehicles,
vessels, or equipment.

AEl igible |l arge and medium trucks
JLocalj 1's undefined by the settl

A Replacing or repowering with 3 AE Il e c t rthie anly dptian for
categories 7 and 8. All-E | e c shallimean powered exclusively by

electricity provided by a battery, fuel cell, or the grid.



1.

To o

Large Trucks: Class 8 Local Freight Trucks and Port Drayage Trucks

Class 8 = over 33,000 pounds.
Includes trucks used for hauling cargo to and from ports  and intermodal rail yards as well as

trucks used for freight or cargo delivery including waste haulers, dump trucks , and concrete
mixers .

Vehicles eligible for repower or replacement include those with engine model years 1992-20009.

Class Eight: 33,001 Ibs. & over

Cement Mixer Dump Fuel

00 mc>t goi ﬂﬁ
Heavy Semi Tractor Refrigerated Van Semi Sleeper




2. Buses: Class 4 -8 School Bus, Shuttle Bus, or Transit Bus

A Defined as vehicles with a Gross Vehicle Weight Rating (GVWR) greater than 14,001 Ibs used

for transporting people.
A Vehicles eligible for repower or replacement include those with engine model years prior to

20009.

A School buses owned by public school districts fallunderthe 3 Gov er nQweredjt c at e
Since many school districts contract out student transportation , school buses which are
privately owned, but are contracted with a public school  district are eligible for funding at the

3 Go v er nOweed jtrate.
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3. Freight Switchers

A Pre-Tier 4 freight switcher locomotives that operate 1,000 or more hours per year.
A A JFreight a%uomoticehhatr moves il cars around a rail yard as compared to a line -
haul engine that moves freight long distances.




4. Ferries/Tugs

A Equipped with unregulated, Tier 1, or Tier 2 marine  engines.
A Eligible vessels include 3 T u, givhich refer to dedicated vessels that push or pull other

vessels in ports, harbors, and inland waterways (e.g ., tugboats and towboats). Ferries
can include passenger and vehicle ferries.
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5. Shorepower for Ocean Going Vessels (Not Viable in TN)

A Shorepower for ocean going vessels, which includes vessels that operate within the
Great Lakes. Eligible systems provide electric auxiliary power from shore while a boat is
docked to allow a v e sesgies/icsturn off and remain off while the vessel is at berth.
Several components of shorepower systems are eligible for reimbursement. These are
limited to cables, cable management systems, shore power coupler systems,
distribution control systems, and power distribution




6. Medium Trucks: Class 4 -7 Local Freight Trucks

A Commercial trucks with a Gross Vehicle Weight Rating (GVWR) between 14,001 and
33,000 Ibs. used to deliver cargo and freight such as delivery trucks, box trucks moving
freight, trucks used for courier services, waste haulers, and bucket trucks.

A Vehicles eligible for repower or replacement include those with engine model years

199272009.
o) (¥ O0"0 mo

Cement Mixer Dump Fuel
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/. Airport Ground Support Equipment

A This type of equipment includes all vehicles and equipment used at airports to service
aircraft between flights.

A To be eligible for funding , airport ground support equipment must be repowered or
replaced with All-Electric equipment.

A 3 AEldctrici s hal | mean powered excl usiabattery, fublgell e
or the grid.




A

A

8. Forklifts and Port Cargo Handling Equipment

Forklifts eligible for repower and replacement  must have greater than 8,000 pounds lift capacity. Port Cargo
Handling Equipment includes rubber -tired gantry cranes, straddle carriers, shuttle carriers, and terminal
tractors, including yard hostlers and yard tractors that operate within ports.

Neither the Consent Decree nor the Trust Agreements define 3 p o rApresgntation by the Mobile Sources
Technical Review Subcommitt ee CommittEeP sudgests@hta pont mayibe Act
defined as a node in the larger goods movement supply chain, to include cruise terminals, bulk terminals,

container terminals, and intermodal container transfer facilities.

Replacing or repowering with 3 AkEldctricd 1 s t h e o nthisycategqryt 8 Afdctficp r s meah |
powered exclusively by electricity provided by a battery, fuel cell, or the grid.
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