
Dragon Run Biodiesel Partnership Agreement and Action Plan

We, the undersigned, agree that there is a need for  community-based efforts to preserve the cultural, historic and natural character of the Dragon Run, while protecting property rights and the traditional and current uses  of agriculture, forestry and outdoor recreation; and
We agree that a promising path to achieve this preservation goal is to foster sustainable natural resource-based economic benefit to the watershed community centered around the use and production of biodiesel , a clean renewable fuel that is made from oil extracted from soybeans produced in the Dragon Run Watershed; and 
We agree to actively participate in the Dragon Run Biodiesel Partnership and  to support the Biodiesel Action Plan. Elements of the Action Plan are presented in detail in supporting documents  that are cited and excerpted in the appendix.  Action Plan items are summarized here:
· Clean School Bus USA Biodiesel buy-down program
A Middle Peninsula Clean School Bus grant proposal has been selected by EPA for funding. The proposal includes a cost-equalization fund to encourage school districts to use biodiesel blends to reduce diesel exhaust emissions from school buses. The grant budget includes a maximum of $20,000 to “buy down” the differential cost of biodiesel (up to $0.01 per percent of biodiesel in the blend) so that a school district can elect to use blends of the cleaner, domestically produced alternative fuel in school buses without paying a premium over the cost of petroleum diesel. (See Appendix A for a more detailed summary and hyperlink to a web-accessible version of the complete document.)
· Dragon Run Rural Economic Development buy-down program

The Middle Peninsula Planning District Commission has contracted with Virginia Clean Cities to develop a proposal to create a similar buy-down program to extend the biodiesel cost-equalization opportunity to other users of diesel, including additional government agencies, commercial fleet operators with central fueling, such as farmers and other small businesses, and private vehicle owners who purchase fuel from retail stations.  A USDA no-interest loan and private donations are some of the intended sources of funds for this initiative, which will function like an endowment or trust fund.  (See Appendix B for a more detailed summary and a hyperlink to a web-accessible version of the complete document.)
· Biodiesel cost control by varying blend levels

Buy-downs and other subsidies are valuable tools to jump-start and grow a strong local biodiesel industry, but they have limited sustainability. A long-term commitment to biodiesel blends can be maintained without cost-equalization programs, however, simply by varying the biodiesel blend up or down to accommodate changes in the price differential between biodiesel and petroleum diesel. (See Appendix C for an example of how varying the blend can sustain use of biodiesel for just pennies even when the differential cost is large.)
· Biodiesel Education and marketing programs

In order for biodiesel to have a significant, lasting and favorable impact on preservation of the Dragon Run, support for the use of biodiesel will have to extend throughout the supply chain from producer to end users, and across the spectrum of users from large government fleets to single private cars and trucks. (See Appendix D for a summary of discussions about biodiesel educational, marketing and promotional opportunities. See Appendix E for the Clean School Bus USA project work plan and timeline. The complete documents are web accessible from links provided in the appendices.)
Partner Signature: _______________________________________Date:____________________

Partner title or name of organization: ____________________________________________________

Appendix A: Summary – Clean School Bus project.
Complete document available at http://www.hrccc.org/dragonrun.html
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Statement of Work

a. Air Quality Description of the Area Served by the Project

Support for clean school bus initiatives in Virginia’s Middle Peninsula responds to a desire for environmental justice in economically challenged communities which suffer disproportionately from poor air quality effects. Many of these counties and the surrounding areas are home to large non-white populations. In fact, current asthma prevalence rates are higher among multiracial and black adults than any other race or ethnicity in Virginia and the U.S.
.  

Improvement to the quality of air breathed by the sensitive population of children who are most exposed to school bus diesel exhaust emissions will be the primary benefit of this project. Lengthened exposure by riders to exhaust fumes both on and off the bus is the inevitable result of the rural nature and elongated geography of Virginia’s Middle Peninsula and the spread-out shapes of several of the county-sized school districts. Four of the six district counties have a long and narrow shape, which makes it difficult to avoid lengthy bus routes. Several of the jurisdictions are forced by geography or economics to combine students from two or even three school divisions – elementary, middle and high school – on the same bus route, up to 2 ½ hours roundtrip daily.

The region’s ambient air quality also will benefit from the project. Gloucester, the southern-most portion of Middle Peninsula, is included in the Hampton Roads metropolitan area, one of three areas in Virginia that historically have suffered from poor air quality and received an “F” in the American Lung Association’s 2007 State of the Air Report (see Appendix D). The western portion of Middle Peninsula – King William and King & Queen – is adjacent to Richmond, a second area of historically poor air quality. Essex, the northern-most school district in Middle Peninsula, is only 50 miles south of the Northern Virginia non-attainment area, one of the nation’s worst air-quality regions (see Appendix E). Gloucester County is part of the Hampton Roads 8-hour ozone standard maintenance area. Hampton Roads and Gloucester County just this month were redesignated to attainment for the 8-hour ozone standard and are operating under a maintenance plan to ensure that air quality remains healthful. The American Lung Association’s State of the Air report 2007 pointed out that the Mid-Atlantic region continues to carry the highest air pollution burden in the nation. The most burdened major cities include the Washington-Baltimore-Northern Virginia areas, ranked 12th worst for both ozone and short-term particle exposure, and 21st for year-round exposure to particles.

b.  Project Description

The objective is to promote healthful air, especially for student riders, by reducing diesel exhaust emissions from school buses in Virginia’s Middle Peninsula through:

1. Installation of exhaust after treatment devices 

2. Use of biodiesel blends and, possibly, a propane demonstration

3. Idle reduction through driver training

4. Early replacement of old buses with cleaner new ones

5. Leveraging outcomes with three complementary grants and news coverage

1. Installation of exhaust after treatment devices is linked to use of biodiesel blends
The front-engine International DT 466 Type C school bus is by far the dominant type operated in Middle Peninsula. All but two of the 115-bus Gloucester fleet, for example, is an International chassis and all but a handful of those use the DT 466 engine. The nine exceptions are 1990-1993 models powered by a variant of the 466 engine, the DT 360 motor.

The project has budgeted $70,000 for the retrofit of up to 100 buses with a diesel oxidation catalyst (DOC), to take place during calendar year 2008, within nine months of the Dec. 1, 2007 project start date. 

Virginia Clean Cities now is providing monitoring and reporting assistance to the Virginia Department of Environmental Quality (DEQ) in the oversight of a neighboring school bus DOC project funded under a federal Supplemental Environmental Project (SEP). 

2. Use of biodiesel blends and, possibly, a propane demonstration

Middle Peninsula school districts that receive funding for DOCs and districts that do not elect to install DOCs will be encouraged to use biodiesel blends to further reduce diesel exhaust emissions. Biodiesel use will be encouraged through education and a biodiesel “buy down” program.

The project budget includes a maximum of $20,000 to “buy down” the differential cost of biodiesel (up to $0.01 per percent of biodiesel in the blend) so that a school district can elect to use blends of the cleaner, domestically produced alternative fuel without paying a premium over the cost of petroleum diesel. 

Clean Cities will work with the state’s only distributor of a propane-powered school bus to seek a school district partner within Middle Peninsula to purchase and demonstrate the vehicle, which is required by the Virginia Department of Education before sales in the Commonwealth can commence. The project’s $32,000 budget item for new a new bus will be earmarked until June 2008 for a propane bus. In the event the propane bus demonstration cannot go forward or no school district wishes to purchase a propane bus, this budget line item will become available for a modern diesel bus.

3. Idle reduction

The project budget includes $3,130 to develop materials and conduct a workshop on idle reduction strategies. Several Middle Peninsula school districts have idle reduction programs or policies in place. Virginia Clean Cities will survey these existing programs and catalogue other idle reduction best practices that might be adaptable to Middle Peninsula. Idle reduction technologies also will be explored for potential application, presented at the workshop and included in workshop materials. Virginia Clean Cities will provide EPA’s idle-reduction video to each school district to assist in driver training. This training will be provided in concert with fuel quality and biodiesel preparedness workshops that will take place in 2008.
4. Early bus replacement

 The project budget includes $32,000 to pay up to 45 percent of the cost of one early replacement bus with the lowest available emissions and latest emissions controls. This fund will be earmarked for a propane powered bus and held in reserve until June 1, 2008 to allow time to determine whether a Middle Peninsula school district will participate in a possible propane bus demonstration. If there is no propane demonstration, the earmarked funds will go back into the pool for an early replacement bus with the lowest available emissions and latest emissions controls. 

5. Leveraging outcomes with three complementary grants and news coverage

Virginia Clean Cities manages three additional projects that complement this proposal and offer opportunities to leverage materials and intellectual resources to improve and extend outcomes for all of the projects and extend the impacts of federal dollars used in this project and the others:

· The Dragon Run Biodiesel project affects all of the Middle Peninsula counties and encompasses portions of the land area of four of the six counties. This federally-financed initiative is exploring ways in which increased use and possible small-scale production of biodiesel could provide economic value to farmers and other landowners and, therefore, help to preserve current and historic agrarian and sylvan land uses to buffer a unique and sensitive watershed that is protected by a Special Area Management Plan. 
· A Biofuels preparedness and fuel quality workshop series funded by the Commonwealth of Virginia and the National Biodiesel Foundation will produce quick guides and internet-accessible resources for fleets, distributors, retailers and users of biodiesel and other biofuels. The workshops and the quick guides will be made available to Middle Peninsula school districts and will be an essential part of a program to introduce biodiesel to new users.

· The Commonwealth and the Virginia Soybean Association funded the Biodiesel Retail Infrastructure and Marquee Fleet project, which includes money for biofuels education and cleaning tanks in preparation for the introduction of biodiesel blends, a standard protocol to be observed by school districts. The Gloucester School district recently was awarded funds to clean several diesel tanks.  
· News media and outreach: Since a variety of methods are proposed to reduce school bus emissions, there will be multiple opportunities for local news media coverage. Virginia Clean Cities will coordinator at least one media event each to showcase DOC benefits, propane bus deployment (ribbon cutting), idle reduction and use of biodiesel blends. Regular announcements also will be developed and disseminated through Virginia Clean Cities bi-monthly electronic newsletter to a  large network of stakeholders located throughout Virginia and the nation.
Appendix B: Summary of recommendations from “Biodiesel and Sustainable Economic Development in Dragon Run Watershed,” a March 2007 feasibility study. Complete document available at http://www.hrccc.org/dragonrun.html.

1.) Trust Fund to equalize cost of biodiesel
A trust fund finance mechanism could be created to buy down cost of biodiesel relative to cost of petroleum for farmers. This proposal was offered by Sara Stamp. It could take many forms, but the underlying premise is to secure a source of funds to generate interest income that could be used to provide economic benefit to Dragon Run farmers in the form of more competitive biodiesel prices. Biodiesel typically costs about the same or slightly more than conventional petroleum diesel, but there are times when the differential cost can be unfavorably high for biodiesel.

2.) EPA Clean School Bus Grant

The Clean School Bus USA grant program offers financial support to reduce unhealthy exhaust emissions from school buses.  The current round of proposals is due no later than June 26, 2007. Consultant recommends that consultant and stakeholders assemble a grant proposal for one or more school districts in Dragon Run. The EPA Clean School Bus program encourages emissions reductions practices including: use of biodiesel, addition of after-market particulate traps and diesel oxidation catalysts, repowering school buses with cleaner engines and bus replacement. The program also accepts proposals that would use grant funds to equalize the cost of alternative fuels like biodiesel with conventional petroleum fuels to encourage wider use of the cleaner alternatives to reduce emissions.

3.) Hybrid Co-operative

Buyer and Producer Co-ops have been parts of successful programs to develop the biodiesel market in many areas of the country. Consultant recommends a hybrid co-operative approach that partners a retailer, fuel distributor, Virginia Biodiesel Refinery LLC and end users of biodiesel blends. This mechanism is less costly in capital equipment because no small tanks and pumps would be supplied or purchased, which typically is the case for user co-operatives. It would reduce the chance of poor quality issues that can result when inexperienced users store, handle and dispense biodiesel blends, especially during cold weather. Economic risk would be widely spread and the key risk takers also would have the opportunity to reap economic rewards in exchange for their risk. It should be possible to design a hybrid biodiesel co-op that could take great advantage of the type of marketing discussed next: 

4.) Branding the Idea (not the product)

The difficulty of creating a direct economic benefit to farmers and a possible indirect approach employing the concept of “Branding” the act of purchasing biodiesel as an idea was presented by consultant and described here:

On the matters of a refinery partnership and direct benefit to farmers: The owners and managers of Virginia Biodiesel Refinery LLC in the town of Eltham in New Kent County have indicated that they will be active Dragon Run partners and help out in any way. 
The refinery has a self interest in any effort to encourage greater use of biodiesel. But a direct link and direct benefit going the other way --- from refinery to farmer – is much harder to find or create. The refinery does not buy soybeans from farmers. It buys refined soybean oil from Perdue, which produces the oil from soybeans grown in Dragon Run and elsewhere. (Another part of a later feasibility study proposes to take a look at whether soybeans or another potential feedstock such as Canola could be crushed locally to produce oil, but it is not now known whether that might be practical.)

An indirect linkage exists now: Demand for biodiesel results in demand for soybean oil. Demand for soybean oil results in demand for soybeans, which results in higher revenues for farmers who grow soybeans. Therefore, farmers should work to increase demand for biodiesel by using it and encouraging others to use it.  The analogy often used to describe this indirect economic link is “a rising tide raises all ships.” One could apply this indirect link to any soybean region, whether or not it has a biodiesel refinery. The presence of a nearby refinery in New Kent County offers advantages of biodiesel supply security and lower transportation costs.
Other linkages and connections might be more important than the refinery-farmer link. Farmers who grow or could grow soybeans have a fairly clear but still indirect financial stake in any effort to encourage greater use of biodiesel. The many other potential users and supporters of biodiesel who live and work in Dragon Run also have stakes, but it is harder to put an economic value on the benefits they could derive from greater use of biodiesel. What is the value of cleaner air and water? What is the value of a rural and native resource-based lifestyle? How much is energy diversification, resource sustainability and increased domestic energy security worth?   

In order to communicate the linkages between biodiesel and Dragon Run preservation, one path to consider is to “brand” the use of biodiesel (the concept not the actual product) in a way that associates the use of biodiesel with the preservation of Dragon Run and all that that means in terms of keeping more open space, fostering a more vital farm economy, preserving a rural lifestyle, sustainable use of native natural resources, cleaner air, domestic sustainable and renewable fuel production, etc. This approach might make it easier to reduce a complex linkage to a simple idea to communicate, which could make the project easier to replicate in other regions and possibly easier to implement here. The hard part is getting the message down to a simple concept to make the “brand” catch on and “catchy.”  “Dragon Power” could become a branding tag line to help get across the message that there is a linkage between the use of biodiesel and preserving Dragon Run.
“Dragon Power” or something like that phase could be the tag line or basis for a simple marketing campaign that promotes the benefits of using biodiesel. Other parts of the message could work off of the tag line. A tag line incorporating the concept – It’s good to use Dragon Power -- could be incorporated into just about everything associated with the Dragon Run project: stationary used in newsletters, posters distributed to partners, decals and other point-of-sale materials used by biodiesel retailers.  
Appendix C: Cost control by varying the blend of biodiesel

[image: image1.emf]B2 B5 B10 B20

gallons: 100 100 100 100 enter cost of petroleum diesel: 2.00 $   

petro gals: 98 95 90 80 enter cost of B100 used to blend: 2.30 $   

bio gals: 2 5 10 20

petro price: 2.000 2.000 2.000 2.000 differential cost of B2 in example: 0.006 $ 

petro total: 196.00 190.00 180.00 160.00 differential cost of B5 in example: 0.015 $ 

bio price: 2.300 2.300 2.300 2.300 differential cost of B10 in example: 0.030 $ 

bio total: 4.60 11.50 23.00 46.00 differential cost of B20 in example: 0.060 $ 

total cost 200.60 201.50 203.00 206.00

avg price gal: 2.006 2.015 2.030 2.060

The differential cost of biodiesel blends compared 

fed tax 0.244 0.244 0.244 0.244 to petroleum can be managed by adjusting the

va tax 0.160 0.160 0.160 0.160 blend level up or down

total with tax 2.410 2.419 2.434 2.464

Price calculator for biodiesel blends


Appendix D: Education and marketing section, Feasibility Study, Part One. (Complete document available at  http://www.hrccc.org/dragonrun.html.)
VII. Outlets for Continued Education of Stakeholders, Partners, and End Users 

Use existing networks 

· Local parks & recreation 
· Chambers of Commerce

· RC&D councils

· School board monthly meetings

Use marquee school bus fleets and other opportunities to generate news coverage
· Issue press releases and alert the news media of photo opportunities 

Create a newsletter or contribute to existing company communications 

· Update stakeholders on progress

· Outline how new stakeholders can get involved

· Create a database of contacts 

Bring Dragon Run into local events, festivals, meetings in the area

· Dragon Run Day

· Gloucester Daffodil Festival

· West Point Crab Festival

· Mathews Markets Days

· Urbanna Oyster Festival

· Other annual events and meetings
Appendix E: Clean School Bus USA timeline (Complete document available at http://www.hrccc.org/dragonrun.html.)

	
	
	
	
	

	Timeline for work plan assumes Dec. 1, 2007 project start date 
	 
	 
	 

	work task description
	 date/frequency 

	General kick-off meeting to discuss broad components of project
	 
	 

	and begin planning to coordinate DOC order and biodiesel buy-down
	January
	 

	Biodiesel preparedness meeting, coordination of tank cleaning, 
	 
	 

	review and update biodiesel buy-down and other issues
	 
	 february 
	 

	Idle reduction strategy meeting, review DOC order, biodiesel 
	 
	 
	 

	buy-down and other issues
	 
	 
	 march 
	 

	Propane-powered school bus meeting, review of biodiesel preparedness,
	 
	 

	DOC order, biodiesel buy-down and other issues
	 
	 April 
	 

	Early bus replacement meeting, review of biodiesel preparedness,
	 
	 

	DOC order progress, biodiesel buy-down and other issues
	 
	 May 
	 

	School bus garage personnel install DOCs
	 
	 June-July 
	 

	Early replacement school bus order is placed
	 
	 April-May 
	 

	Follow-up meeting to monitor progress and troubleshoot issues
	 July 
	 

	Follow-up meeting to monitor progress and troubleshoot issues
	 September 
	 

	Press event/press release for biodiesl, DOCs, biodiesel, new bus
	 As appropriate 
	 

	VCC reports on outputs achieved and outcomes documented to EPA
	 quarterly 
	 

	Additional and special reporting as may be needed
	 
	 As appropriate 
	 

	VCC final report to EPA
	 
	 
	TBD
	 

	Note: It is expected that this project can be completed within one year.
	
	 

	A two-year grant cycle has been proposed, however, in case of unexpected
	
	 

	delays in the purchase of DOCs and the unpredictable nature of the proposed
	
	 

	propane bus demonstration, which would be a first in the state.
	
	 

	Reporting on progress and documentation of outputs and outcomes
	
	 

	will continue for one, two, or more years, according to the wishes of EPA.
	
	 


� Asthma in Virginia: A Comprehensive Data Report, 2006. Virginia Department of Health, p 10.


� State of the Air: 2007. American Lung Association. Accessed June 17, 2007 online: ttp://lungaction.org/reports/SOTA07_stateozone.html?geo_area_id=51






