Federal Aviation
Administration

Volkswagen Settlement:
Applicability of Funds to
Airports and Airlines

Presented to: Interested Stakeholders

By: Airlines for America
Airports Council International
Federal Aviation Administration
National Association of State Aviation Officials

Date: January 17, 2017
January 31, 2017
February 14, 2017




Outline

 Volkswagen Settlement:

[ e Background & Outcomes ]

* Funds Allocation & Distribution
» Eligible Mitigation Actions
« Aviation Related Mitigation Actions & Surveys
e Timeline Going Forward
« Aviation Organizations’ Objectives

e Questions & Answers

Federal Aviation

Send questions to Administration



mailto:laszlo.windhoffer@faa.gov

Volkswagen Settlement:
Background

 2015: EPA issued a notice of violation to Volkswagen

e Approximately 500,000 Volkswagen diesel cars
equipped with 2.0 liter engines included software that
circumvents EPA standards for nitrogen oxides (NOX)
emissions.

 During normal vehicle operation, these vehicles emit
levels of NOx that significantly exceed EPA compliant
levels.

e October 25, 2016: U.S. federal judge approved the
settlement.
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Volkswagen Settlement: Outcomes

« $10.033B

$2.7B: Remediate any environmental effects of excess

OX emissions across all beneficiaries (all 50 States,
District of Columbia, Puerto Rico, and Tribes)
— To be managed by a third party trustee

— Eligible Mitigation Actions include a large variety of categories, from
trucks to ferries as well as airport ground support equipment (GSE)

« $2.0B
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Remediation Funds Allocation

e The $2.7B remediation
funds are allocated to
each state by the total
number of affected
Volkswagen vehicles
that were sold

e |nitial allocations are
shown In the table to
the left

* Beneficiaries will have
up to 10-15 years to
spend allocated funds

i Federal Aviation
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Distribution of Funds from Trustee

 Beneficiaries will have the right to request their share of funds based
on the allocation table (see list of states on previous slide)

— Airports and airlines will need to follow procedures established by each individual
state to request Trust funds for eligible mitigation actions outlined in the state’s
mitigation plan

 Beneficiaries may submit funding requests for eligible mitigation
actions at any time

— Must have sufficient detail to enable the trustee to ensure that the funds will be
spent on eligible mitigation actions and that the money is spent transparently

— Items to include in application: Explanation of how request fits in beneficiary’s
mitigation plan, detailed description of proposal, NOx reduction estimates, project
management plan, detailed cost estimates, details on compliance with cost-
sharing and other requirements, and reporting

« Subject to change: these requirements will likely flow through to what each state
requires of applicants
 No beneficiary may request payout of more than one-third of its
allocation during the first year after VW makes the initial deposit of $900
million to the trust, or two-thirds of its allocation during the first two
years after VW makes the initial deposit
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LEGEND:
Directly relevant to aviation

10 Eligible Mitigation Actions?

 Beneficiaries of the $2.7B trust fund can remediate excess
NOx emissions via any of the following 10 eligible
mitigation actions:

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

Class 4-8 School Bus, Shuttle Bus, or Transit Bus (Eligible Buses)
Freight Switchers

Ferries/Tugs

Ocean Going Vessels (OGV) Shorepower

Class 4-7 Local Freight Trucks (Medium Trucks)

Airport Ground Support Equipment

Forklifts

. Light Duty Zero Emission Vehicle Supply Equipment

10.Diesel Emission Reduction Act (DERA) Option?

1  For any Eligible Mitigation Action, trust funds may be used (up to 10%) for actual administrative expenditures associated with the action.
Includes truck stop electrification, fuel efficiency and idle reduction equipment (fuel-operated heaters, auxiliary power units, etc.), diesel generators, among others. The list of
DERA —eligible project types with their required cost-shares can be found at: https://www.epa.gov/sites/production/files/2016-08/documents/fy16-dera-project-eligibility-cost-
share-overview.pdf

© BN O O kWD
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Electric Vehicles are

recommended for Airports

e Why?
— Electric represents largest NOx reductions for the $

— A wide range of all electric vehicles, suitable for
ailrport services, are on the market

— Quiet and emissions free

— Much lower operating costs than diesel or CNG
vehicles

— Much lower maintenance costs than diesel or CNG
vehicles
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All Electric Baggage Tugs
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All Electric Belt Loaders
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All Electric Aircraft Tugs
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EV GSE Charging Infrastructure
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All Electric Shuttle Buses

30-foot 40-foot 23-foot coach 45-foot coach
35-foot 60-foot articulated 40-foot coach
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All Electric Light Duty Vehicles

Crossover SUV
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All Electric Forklifts

>8,000 |b capacity
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All Electric Trucks

Class 8 — 120,000 GCWR Class 6 — 23,600 GCWR

Class 5 - 16,000 GCWR
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All Electric Refuse Trucks

Federal Aviation
Administration

Send questions to


mailto:laszlo.windhoffer@faa.gov

Outline

 Volkswagen Settlement:
e Background & Outcomes
* Funds Allocation & Distribution

» Eligible Mitigation Actions

[ « Aviation Related Mitigation Actions & Surveys ]

e Timeline Going Forward
« Aviation Organizations’ Objectives

e Questions & Answers

Federal Aviation

Send questions to Administration



mailto:laszlo.windhoffer@faa.gov

Directly Aviation Related Eligible Mitigation

Actions1
o Airport Ground Support Equipment (GSE)
— Eligibility
» Tier 0-2 diesel powered airport GSE

» Uncertified, or certified to 3 g/bhp-hr or higher emissions, spark
ignition engine powered airport GSE

— Eligible equipment must be scrapped?

— Eligible equipment may be repowered by all-electric engine, or
replaced with the same all-electric GSE

— Non-government owned GSE costs are up to 75% funded
— Government owned GSE costs are up to 100% funded

o Forklifts
— Equipment with greater than 8000 pounds lift capacity

1 For any Eligible Mitigation Action, trust funds may be used (up to 10%) for actual administrative expenditures associated with the actior

2 Engines must be rendered inoperable (3" hole in engine block) and available for recycle. If completely replaced, old vehicle frame must
also be cut in half.
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Settlement Timeline Going Forward

Wilmington Trust, N.A. has been selected by the Court.

— The trust agreement is being finalized, executed and filed. Completion of
this process will mark the trust effective date.

« Within 60 days of the trust effective date:
— Potential beneficiaries must file to gain beneficiary status.

e Within 120 days of the trust effective date:

— Trustee must publicly file a list of designated beneficiaries; and, within 90
days of being deemed a beneficiary, mitigation plans must be submitted.

e In approximately 6 months from the trust effective date:
— Estimated that beneficiaries will be have access to the trust funds.

* Over the course of 10 years* from the trust effective date,
beneficiaries can spend their allocated trust funds.

* Beneficiaries have 10 years to spend allocated trust funds. After that, unused trust funds will be redistributed as supplemental funding among beneficiaries
that have used at least 80% of their allocated trust funds. Such beneficiaries will be given five additional years to use the supplemental funding.
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Settlement Timeline Going Forward

60 days ‘ 60 days | 90 days
I I

Deadline for potential Trustee to publicly flea  Beneficiaries

Trustee selection beneficiaries to file to list of designated must submit
3 _ - iciari itigation plans
Trust agreement being gain beneficiary status beneficiaries mi
10/25/2016 finalized & executed
Settlement >
~6 months

approved by Court

Estimated time
before beneficiaries
gain access to trust

funds

>

10 years"

Trust Effective
Date (TBD)

* Beneficiaries have 10 years to spend allocated trust funds. After that, unused trust funds will be redistributed as supplemental funding among beneficiaries
that have used at least 80% of their allocated trust funds. Such beneficiaries will be given five additional years to use the supplemental funding.
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What should | do now?

 Educate yourself and your colleagues

o Start the project planning process
— Support from Executives (Leadership!)
— Support from Finance
— Get on the Capital Improvement Plan
— ldentify the necessary “list of approvals”
— Formulate teams, hire contractors, etc.

« Establish “line of sight” to State Agency
— Open lines of communication

 Work towards a “no surprise project start”
If/when funding arrives

Send questions to Federal Aviation

Administration


mailto:laszlo.windhoffer@faa.gov

Outline

 Volkswagen Settlement:
e Background & Outcomes
* Funds Allocation & Distribution
» Eligible Mitigation Actions
« Aviation Related Mitigation Actions & Surveys

e Timeline Going Forward

[ « Aviation Organizations’ Objectives ]

e Questions & Answers

Federal Aviation

Send questions to Administration



mailto:laszlo.windhoffer@faa.gov

FAA Objectives

 FAA can play an important role in communicating the applicability of
settlement funds to aviation
— FAA can facilitate at a high level by helping to obtain answers to
guestions, connecting key focal points and opening lines of

communication between various aviation organizations in order to foster
the use of VW funds for aviation

 FAA’s Office of Environment & Energy (FAA-AEE) is engaging with
key stakeholders (e.g. NASAO, A4A and ACI) about:

— The use of Volkswagen settlement funds as an opportunity to replace
eligible airport GSE with all-electric versions, as well as upgrade related
electric charging infrastructure at airports

— Conduct outreach efforts, develop guidance materials, and assist in
organizing and participating in informational webinars

 FAA’s Office of Airports can assist in answering guestions related to
VALE or other airport matters

i Federal Aviation
Send questions to Administration
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A4A Objectives

 Member airlines are charged with developing projects that
meet their equipment needs and capital planning
schedules

« A4A will facilitate efforts hopefully in partnership with
other aviation organizations

e Currently, AdA is:

— Reaching out to states to encourage inclusion of GSE
electrification in Beneficiary Mitigation Plans

« Commenting on proposed plans and requests for information where states
have begun the process

— Acting as a clearing house for member airlines
» Tracking key state movements
» Sharing experiences within/across states

Federal Aviation
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ACI Objectives

Educate airports about the opportunity for funding
Clarify types of eligible projects

Serve as an information resource and assist airports as
they prepare to submit project proposals to their
Beneficiary’s (State) lead agency within the next 6 months

Assist airports in identifying necessary steps to prepare
project proposals

Raising awareness of airport executives, airport finance
and planning departments (multi-level approach)

Distinguish VW Settlement funds from other programs
contain (i.e., VALE, AIP, PFC)

Serve as facilitator with other organizations (FAA, A4A,
NASAQOQ, etc.)

Federal Aviation
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NASAO Objectives

Raise awareness of aviation NOx mitigation across State
governments.

« Establish “line of sight” into State agencies for process to
manage VW Settlement funds.

* Promote participation by aviation partners

« Facilitate a smooth application process for airports and
airlines
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Questions & Answers

See separate Word document on <insert link>.
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