Public Notice
DEM Seeks to Expand Mitigation Efforts Under the Existing
State of Rhode Island’s Volkswagen Beneficiary Mitigation Plan — Expansion #2

The Rhode Island Department of Environmental Management (DEM) is proposing to expand Rhode
Island’s Volkswagen Beneficiary Mitigation Plan (BMP) for a second time. The first expansion of the BMP
was released for public comment in August 2021 and proposed to utilize funds under Environmental
Mitigation Action #10 “the DERA Option” to match DERA funds received in 2021.

In the issuance of the August 2018 Rhode Island Beneficiary Mitigation Plan DEM outlined a very
specific plan on how the state would utilize the $14,368,858 that was received under the proposed
partial Consent Decree with the United States District Court for the Northern District of California in the
lawsuit entitled In re: Volkswagen “Clean Diesel” Marketing, Sales Practices, and Products Liability
Litigation, Case No: MDL No. 2672 CRB (JSC). It has come to our attention that while those funds were
held in a trust account, interest was earned.

DEM is proposing to expand the BMP for a second time and utilize VW trust funds earned interest to
match its State DERA allocation for 2023 and 2024, and utilize a portion of the remaining VW funds to go
toward class 8 diesel vehicles and electric school buses.

Implementing the DERA Option, Environmental Mitigation Action (EMA) #10

As defined in Title 2 Code of Federal Regulations Section 200.99, voluntary committed cost-sharing (or
matching) means funds specifically pledged on a voluntary basis in the proposal's budget or the Federal
award on the part of the non-Federal entity and that becomes a binding requirement of Federal award.
Under the DERA Option, states may use mitigation trust funds as their non-federal voluntary match
under EPA’s State Clean Diesel Grant Program. Per DERA’s statutory authority, if a state provides a
voluntary match equal to the base allocation offered by EPA, EPA will provide a matching incentive
equal to 50 percent of the base allocation. For example, EPA offers a base allocation of $200,000 to the
state, the state could contribute $200,000 of its Trust Funds as a voluntary match and the state would
receive an additional $100,000 in EPA funding as a matching incentive. The total project budget would
then be $500,000, not including any mandatory cost-share funds contributed by project partners, fleet
owners, or another source (not Federal or trust funds). See Figure 1 below for an example of the 2021
State DERA match incentives and funding amount.

Voluntary
State Match
(VW funds)

$338,537

DERA Base

Amount EPA Bonus

$846,343

$338,537 $169,269

Figure 1. DERA Option: Trust Funds as Voluntary Match to Receive 2021 EPA Matching Incentive

Any voluntary matching funds provided by the state, including mitigation trust funds, are subject to the
DERA funding limits defined in the applicable State Clean Diesel Grant Program guidance. Many of the
eligible project types under EPA’s State Clean Diesel Grant Program are funded at less than 100% and



http://www.dem.ri.gov/programs/air/documents/vwmitplanf.pdf
https://www.epa.gov/sites/production/files/2021-03/documents/420b21009.pdf

therefore require a mandatory cost-share. These mandatory cost-share requirements are typically
provided by project partners (e.g., fleet owners).

Overall Goal for the Use of the Funds

The overall goal for the use of the voluntary state match funds will remain the same as outlined in the
August 2018 Rhode Island Beneficiary Mitigation Plan (BMP). As such, the primary goal of the State’s
mitigation plan is to improve and protect ambient air quality by implementing eligible mitigation
projects that will:

e Achieve significant and sustained reductions in diesel emissions in terms of tons of reductions in
diesel emission exposures in areas designated as poor air quality areas, areas with historical air
quality issues, and areas that receive a disproportionate quantity of air pollution from diesel
fleets, and

e Expedite development and widespread adoption of zero emission vehicles and engines.

Why Use Funds to Expand State DERA?

Over the last 10 years of the State DERA program it has provided over S4M to local entities to replace
and remove older diesel equipment from on road, non-road and marine sectors. The local entities are
required to leverage their own dollars, typically ranging from 25-50% of the overall project costs. Since
2018, the State DERA program has been well oversubscribed. DEM typically receives enough
applications requesting more than double the amount of funding available.

Year | Requested DERA Funds for Rl Projects | Actual DERA Funds Available for RI Projects
2018 $1.5M $274,250

2019 $732,000 $316,027

2020 $1.8M $328,663

2021 S1.5M $846,343 (includes $338,537 match)
2022 $1.2M $347,211

2023 S1.6M $1,030,368 (includes $412,147 match)

Environmental Mitigation Action (EMA) #10, the “DERA Option” allows beneficiaries to use trust funds
for their non-federal voluntary match on state Diesel Emission Reduction Act (DERA) grants. This second
expansion is proposing to use EMA #10, “DERA Option” to match DERA funds for 2023 and 2024.

Expanding the Eligible Bus Category, Environmental Mitigation Action #2

Environmental Mitigation Action EMA #2, (Class 4-8 School Bus, Shuttle Bus, or Transit Bus (Eligible
Buses))” was outlined in the original 2018 Beneficiary Mitigation Plan, specifically for utilizing the VW
funds for Rhode Island Public Transit Authority transit buses. DEM is proposing to use a portion of the
remaining funds for electric school buses. Expanding on the use of funds in this manner helps meet the
goal of encouraging the adoption of zero emission vehicles.

Implementing Eligible Large Trucks Category, Environmental Mitigation Action #1
Environmental Mitigation Action EMA #1, (Class 8 Local Freight Trucks and Port Drayage Trucks) is a new
category that is being included in the Beneficiary Mitigation Plan through this expansion. DEM is
proposing to use a de minimis portion of the funds (less than 0.3%) to go toward cleaner diesel projects.
Utilizing the funds in this manner helps meet the goal of achieving significant reductions in diesel


http://www.dem.ri.gov/programs/air/documents/vwmitplanf.pdf

emissions in areas designated as poor air quality areas and in areas that receive a disproportionate
quantity of air pollution from diesel fleets.

Reporting Requirements

All reporting requirements for VW and DERA will be met by the Department. All complete funding
request information including documentation from Rhode Island and the Trustee, required semi-annual
reports and estimates of remaining fund balances will be reported here:
https://www.vwenvironmentalmitigationtrust.com/state-trust/rhode-island

Public Notice

The Department is proceeding with a 15-day public notice to request public input on the proposed
expansion of the plan. The approved DERA workplan for 2023 and 2024 is attached. At minimum, all
voluntary state match funds ($412,147 for 2023 and $382,347 for 2024) from the interest earned on the
VW account will be dedicated to electrification project(s). The Department’s proposed expansion of the
plan will allow for support of additional project(s) while the overall goal for the use of funds will remain
the same as outlined in the August 2018 Rhode Island Beneficiary Mitigation Plan (BMP).

You may submit your comments by email to Bailey Nance at Bailey.Nance@dem.ri.gov with the subject
line “Expanded RI VW BMP #2”.

Comments will be accepted through Friday, June 20, 2025. Thank you for your assistance in helping
DEM maintain a Volkswagen Beneficiary Mitigation Plan that best meets the needs of Rhode Island.


https://www.vwenvironmentalmitigationtrust.com/state-trust/rhode-island
http://www.dem.ri.gov/programs/air/documents/vwmitplanf.pdf
mailto:Bailey.Nance@dem.ri.gov
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SUMMARY PAGE
Project Title: Diesel Emission Reduction Act Program 2024 Update

Project Manager and Contact Information

Organization Name: Rhode Island Department of Environmental Management Office of Air

Resources

Project Manager: Chelsea Priest (Environmental Policy Analyst)

Mailing Address: 235 Promenade Street Providence, RI 02908

Phone: 401 — 537 - 4390

Fax: 401 - 222 - 2017

Email: chelsea.priest@dem.ri.gov

Project Budget Overview:

2022%

2023

2024

Total

EPA Base
Allocation

$347,211

$412,147

$382,347

$794,494

Total State
Contribution
(Mandatory and
Voluntary Cost
share)

$492,789

$2,166,661
(81,754,514 +
VW $412,147)

$1,317,607
(3935,260 +
VW $382,347)

$3,484,268

EPA Match
Bonus
(If applicable)

$0

$206,074

$191,174

$397,248

Total EPA
Allocation (base
plus match bonus

if applicable)

$347,211

$618,221

$573,521

$1,191,742

TOTAL Project
Cost (EPA
Allocation plus
State contribution)

$840,000

$2,784,882

$1,891,128

$4,676,001

Note: *If state participated in 2022




3 Year Project Period for 2023-2024 State DERA Grants!

FY2023 First Phase: October 1, 2023 — September 30, 2024
FY2024 Incremental Amendments: December 1, 2024
2023-2024 Project Period Close Out: September 30, 2026

Summary Statement

DERA funding will focus on reducing diesel emissions from numerous sources from both private
and public fleets. Project proposals that include fleets of on-road heavy duty vehicles and marine
engines within environmental justice/disadvantaged communities will be given priority.

http:/www.dem.ri.gov/programs/air/diesel-reduction.php
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SCOPE OF WORK

The Rhode Island Clean Diesel Program is part of an overall strategy to address diesel emissions
from numerous sources. Rhode Island began addressing diesel emissions in 2001, with the
establishment of its heavy-duty diesel opacity program that authorized the Rhode Island State
Police to check opacity of heavy-duty vehicles. Authority was also enacted for a heavy-duty
diesel vehicle emission inspection program; development is currently ongoing. In 2003, school
buses in several communities were retrofitted with diesel oxidation catalysts and closed
crankcase ventilation filters using CMAQ funds.

Through ongoing legislation beginning with the Anti-Idling Act passed in 2006, Rhode Island
continues its commitment to addressing all diesel equipment in the state. Previous DERA funded
projects included priority fleets retrofitted, replaced, and targeted for improvements include (but
not limited to) school buses, airport support equipment, shore-power connection, fire engines,
marine engines, locomotives, and public work vehicles. Over the past few years DERA was
opened to both private and public fleets, as well as marine projects. Starting in FY 18 money was
allocated to replace fishing vessel marine engines across Rhode Island. We plan to continue

to provide participant support costs for this sector in FY23-24.

The work plan anticipates the replacement and/or retrofit of identified priority fleets of vehicles
used by all entities (private and public) that own and operate fleets within our state. These will
include on-road highway heavy duty vehicles, emergency vehicles, utility, construction/refuse
equipment/vehicles, marine engines, and/or nonroad engines, equipment or vehicles. The work
plan will be amended as the final project selection is ongoing between RIDEM

and participants. All documentation will be kept in participants file and provided to EPA as
required.

1 FY2024 funds will be dispersed as an incremental amendment to existing 2023 DERA State Grants or, if a state
does not have a 2023 grant, a new award.



STATE/TERRITORY GOALS AND PRIORITIES:

The primary area where the affected vehicles/engines operate and where the emissions benefits
will be realized include (50-100% of the time) the entire State of Rhode Island with more
localized benefits located in the subrecipients individual boundaries. As of March 2024, there are
over 40,000 medium and heavy-duty vehicles in the State of Rhode Island, with approximately
29,000 medium-duty and 11,000 heavy-duty diesel vehicles. These vehicles span model years
1967 to 2023, and greatly contribute to greenhouse gas emissions. According to the 2021
Greenhouse Gas Emissions Inventory, nearly 40% of gross emissions come from the
transportation sector (Greenhouse Gas Emissions Inventory | Rhode Island Department of
Environmental Management (ri.gov).

VEHICLES AND TECHNOLOGIES:

Project(s) will consist of participant support costs to provide for replacement or retrofit of
selected entities that operate diesel powered vehicles and equipment. Ownership of vehicles and
equipment purchased with funding from this project will be retained by participants.

RIDEM identifies priority fleets of vehicles, based on criteria to maximize public health benefits,
be cost effective and target areas with high population density, that are poor air quality areas
(including nonattainment or maintenance of national ambient air quality standards for a criteria
pollutant; or areas with toxic air pollutant concerns) or receive a disproportionate quantity of air
pollution from diesel fleets including ports, rail yards, terminals, construction sites, depots,
corridors). Certified engine configuration or verified technology would be used and
consideration given to maximize the useful life of any certified engine configuration or verified
technology used.

All vehicles and equipment will be scrapped and documentation will be kept in subrecipients file
and provided to EPA in reports. Scrappage documentation will also include a signed certificate
of destruction (to be provided to the EPA Project Officer), or alternative documentation as
approved by the EPA Project Officer.

We anticipated that this year’s funds will be targeted for on-road heavy duty vehicles and marine
engines. There may also be the potential to replace a diesel school bus with an electric school
bus, or another heavy-duty diesel truck with an electric replacement truck.

ROLES AND RESPONSIBILITIES:

RIDEM will begin the program through providing a participant support cost for vehicle
replacements, retrofits, etc. operated by fleet owners. We will ensure that all projects

chosen meet eligibility criteria for DERA with necessary information provided. RIDEM will also
provide EPA with quarterly reports on the progress of the grant and a final report within 90
calendar days of the completion of the period of performance.

TIMELINE AND MILESTONES:



RIDEM will work to identify fleets prior to the December 2024 project start date. In the prior
years, we have assessed fleets to identify projects after the project start date allowing for
signature of a participation support cost agreement typically in December. Because of the
delayed project start date this year, we will assess fleets to identify projects, allowing for
signature by February 2025. RIDEM foresees the identification of projects prior to the start
date which will allow for projects to be completed on-time.

Identification/RFP/Evaluation of project proposals: December 2024

Anticipated grants awarded: March 2025

Enter into agreement with participants (with project start date of June 1, 2025): May 2025
Participants solicit vendor quotes: June-August 2025

Participants enter into purchase agreement with vendor: June-August 2025

Install devices/purchase replacements: August 2025 — September 2026

Quarterly Reports submitted to EPA: December 2023 — January 2027

'Wrap-up, Close-out, Final Report: January 2027

DERA PROGRAMMATIC PRIORITIES:

RIDEM partners with fleets that operate in close proximity to areas with high population density
and areas that receive a disproportionate quantity of air pollution. These communities generally
have a greater susceptibility to adverse effects from environmental hazards. Subrecipients’
expressed interest in trying to reduce fuel consumption, increase efficiency and also provide
benefits to the communities in which they operate large pieces of equipment. A significant
improvement in air quality for these communities will be realized by retrofitting and replacing
older diesel engines.

ENVIRONMENTAL JUSTICE AND DISADVANTAGED COMMUNITIES:

According to the 2023-2024 DERA Priority List, Providence County has been identified by the
2019 Air Toxics Screening Assessment. This county contains at least one census tract where the
modeled ambient diesel PM concentrations is above the 80th percentile (0.38 pg/m3) for census

tracts nationwide. Any applicant from Rhode Island with a project based in Providence County

will receive priority status on their application.

When seeking out proposals, Rhode Island utilizes local business groups, commercial fishermen
groups, the Rhode Island Trucking Association, the ProvPort, and other statewide groups to
spread the word and reach as many interested groups as possible. This type of community
engagement allows many different types of fleets and owners to hear about the DERA grant and
send in an application.

PROJECT SUSTAINABILITY:



The Rhode Island Clean Diesel Program is part of an overall strategy to address diesel emissions
from numerous sources. Rhode Island began addressing diesel emissions in 2001, with the
establishment of its heavy-duty diesel opacity program that authorized the Rhode Island State
Police to check opacity of heavy-duty vehicles. Authority was also enacted for a heavy-duty
diesel vehicle emission inspection program of which development is currently ongoing. In 2003,
school buses in several communities were retrofitted with diesel oxidation catalysts and closed
crankcase ventilation filters. Over $2 million in past DERA/CMAQ funds have been allocated to
Rhode Islanders.

Through ongoing legislation beginning with the Anti-Idling Act passed in 2006, Rhode Island
continues its commitment to addressing all diesel equipment in the state. Focus will continue on
priority fleets, similar to previously DERA funded projects which included retrofitting, replacing
or repowering vehicles and equipment including (but not limited to) school buses, airport support
equipment, fire engines/boats, locomotives, public work vehicles, and privately owned/operated
fleets.

DEM intends to continue to address the identified priority fleets using the State DERA grant for
reducing emissions from all entities (public and private) operating in our state.

Several state and regional efforts have been made to reduce greenhouse gas emission from the
transportation industry, specifically targeting diesel trucks. The continued participation in the
DERA program will allow Rhode Island to stay on track in meeting our goals. These efforts
include:

e Signing the Multi-State Medium- and Heavy-Duty Zero Emission Vehicle Memorandum
of Understanding (mhdv-zev-mou-20220329.pdf (nescaum.org))

e Adoption of Advanced Clean Cars II

e Adoption of Advanced Clean Trucks

e Adoption of Heavy-Duty Omnibus (Advanced Clean Cars II (ACCII) & Advanced Clean
Trucks (ACT) | Rhode Island Department of Environmental Management (ri.gov))

PROJECT RESILIENCE TO CLIMATE IMPACTS:
Not applicable.
WORKFORCE DEVELOPMENT:

Not applicable.
EPA’S STRATEGIC PLAN LINKAGE AND ANTICIPATED OUTCOMES/OUTPUTS:

The goal of Rhode Island’s Clean Diesel Program is to reduce the overall emissions from diesel
vehicles and equipment operating in the state. The goal will be met through the phasing
out/replacement of older diesel equipment operating in our state. This program will also help
achieve improved air quality and reduced pollution in the State of Rhode Island. All of these
actions result in compliance with Goal 1: Objective 1.1 and Goal 3: Objective 4.1 of the
FY2022-2026 EPA Strategic Plan.




RIDEM will monitor and report progress by tracking the number of projects on
vehicles/equipment during the grant period. From these figures, estimates of the reductions in
emissions of particulate matter (PM), nitrogen oxides (NOx), greenhouse gases (GHG) and/or
fuel saved will be calculated using EPA’s Diesel Emission Quantifier.

For the purpose of this application, estimates of emissions reductions were calculated based on
the assumed projects and the Diesel Emissions Quantifier (see table below). The actual
breakdown of projects will depend on the results of the procurement process. DEM foresees six
(6) to eight (8) projects being completed with available grant funds. The activities below
represent a typical project funded by State DERA funds. All replaced vehicles will be
scrapped.

FY 2024 Anticipated Outputs and Outcomes

Activities Outputs Outcomes

Replacement of two (2) Class 6|Replaced diesel engines with
Diesel Trucks with a Class 6 |all-electric vehicles
Electric Truck

Lifetime Emissions Reductions
= 2.4 tons NOx and 0.15 tons
PM?2.5

Replacement of one (1) Class 7 |Replaced with all-electric bus |Lifetime Emissions Reductions

Diesel School Bus with a Class
7 Electric School Bus

= (.16 tons NOx and 0.004 tons
\PM2.5

Replacement of four (4) Marine
Vessel Engines

Replaced a unregulated-Tier 1
marine engine with a Tier 3
engine

Lifetime Emissions
Reductions = 108.1 tons NOx
and 1.59 tons PM2.5
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BUDGET NARRATIVE
2023 Itemized Project Budget
Voluntary Match
EPA Mandatory (if applicable) .
Budget Category Allocation | Cost-Share | VW Mitigation Line Total
Other Funds
Trust Funds

1. Personnel
2. Fringe Benefits
3. Travel
4. Equipment
5. Supplies
6. Contractual




7. Other $618,221 $1,754,514 $412,147 $2,784,882

8. Total Direct $618,221 $1,754,514 $412,147 $2,784,882
Charges (sum 1-7)

9. Indirect Charges

10. Total
(Indirect + Direct)

11. Program Income

2024 Itemized Project Budget

Voluntary Match

EPA Mandatory (if applicable)
Allocation | Cost-Share | VW Mitigation Other Funds
Trust Funds

Budget Category Line Total

. Personnel

. Fringe Benefits

. Travel

. Equipment

. Supplies

. Contractual

NN [WIN |-

. Other $573,521 $935,260 $382,347 $1,891,128

8. Total Direct $573,521 $935,260 $382,347 $1,891,128
Charges (sum 1-7)

9. Indirect Charges

10. Total
(Indirect + Direct)

11. Program Income

Matching Funds and Cost-Share Funds

The source of DEM’s voluntary match is from interest earned on VW Settlement Fund Accounts
held by Wilmington Trust.

The Rhode Island Department of Environmental Management (DEM) is proposing to expand
Rhode Island’s Volkswagen Beneficiary Mitigation Plan to include environmental mitigation
action (EMA) #10, the “DERA Option”, which allows beneficiaries to use trust funds for their
non-federal voluntary match on state Diesel Emission Reduction Act (DERA) grants.

In the issuance of the August 2018 Rhode Island Beneficiary Mitigation Plan (BMP) DEM
outlined a very specific plan on how the state would utilize the $14,368,858 that was received
under the proposed partial Consent Decree with the United States District Court for the Northern
District of California in the lawsuit entitled In re: Volkswagen “Clean Diesel” Marketing, Sales
Practices, and Products Liability Litigation, Case No: MDL No. 2672 CRB (JSC). It has come to
our attention that while those funds were held in a trust account, interest was earned. DEM is




proposing to expand the BMP and utilize VW trust funds earned interest to match its State
DERA allocation.

Any voluntary matching funds provided by the state, including mitigation trust funds, are subject
to the DERA funding limits defined in the applicable State Clean Diesel Grant Program
guidance. Many of the eligible project types under EPA’s State Clean Diesel Grant Program are
funded at less than 100% and therefore require a mandatory cost-share. These mandatory cost-
share requirements are typically provided by project partners (e.g., fleet owners).

Upon EPA’s approval of DEM’s DERA Workplan, DEM will submit all required documents to
Wilmington Trust. The matching funds will become available once approved by Wilmington
Trust and DEM requests the funds. The voluntary state match funds will only be used for
electrification projects, which includes electric medium and heavy duty vehicles, charging
infrastructure, and any other electrification opportunities that may arise with this year’s grant
applications

Overall Goal for the Use of the Funds

The overall goal for the use of the voluntary state match funds will remain the same as outlined
in the August 2018 Rhode Island Beneficiary Mitigation Plan (BMP). As such, the primary goal
of the State’s mitigation plan is to improve and protect ambient air quality by implementing
eligible mitigation projects that will:

e Achieve significant and sustained reductions in diesel emission in terms of tons of
reductions in diesel emission exposures in areas designated as poor air quality areas,
areas with historical air quality issues, and areas that receive a disproportionate quantity
of air pollution from diesel fleets, and

e Expedite development and widespread adoption of zero emission vehicles and engines.
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