FY08 Agribusiness

Summaries and Staff Recommendations

The Commission received eleven Agribusiness grant proposals by the announced deadline of
November 1, requesting more than $2.8 million in project funds. The Committee has a current
available balance of $1,534,255 in unrestricted funds.

Appalachian Sustainable Development
Building a Sustainable Farm and Forest Economy (#1429)
$645,000

Funds are requested by the nonprofit applicant (501c3) to replace the Appalachian Harvest
Packing and Grading Facility which was completely destroyed by a fire in May 2007. Funds are
also requested to complete expansion of the Sustainable Woods Processing Center in
Castlewood to add a millworks facility. A new packinghouse site will be purchased in Duffield
(Scott County), and a new 15,000 square foot structure built to serve the 60 regional growers
providing organic produce and eggs in ASD’s network. The number of Appalachian Harvest
producers is expected to continue to grow, reaching 75-80 in 2008. The network had sales in
2007 of $500,000 to six grocery chains entailing 600 stores, and is negotiating with additional
retail and institutional buyers. The expanded operation could enable annual sales of up to $5
million. A 5,000 square foot millworks building will be built at ASD’s Castlewood (Russell
County) facility, eliminating the need to outsource milling and allowing expansion of annual
sales from the current year total of $275,000 to $1.2-1.6 million at full operation.

Total project cost is $1,325,000. Other funds: $5,000 Dept. of Agriculture (received), $125,000
USDA (secured), $30,000 ARC (pending), $62,000 Russell County (received), $150,000 Blue
Moon Fund (secured), $40,000 private contributions (received).

Staff comments and recommendation: Request was referred to Agribusiness from Southwest
Economic Development. To date ASD has received eight TICR grants totaling nearly $860,000.
Applicant has subsequently requested that a portion of the available balance of $111,372.58
remaining in its FY07 Agribusiness grant be redirected to begin the design of the new App
Harvest facility ($50,000 of this will also be used for millworks project). Applicant agrees to use
insurance proceeds to begin Duffield site acquisition and preparation. Staff recommends award
of $475,000.
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Bedford County
Bedford’s 215t Century Agribusiness Initiative (#1477)
$75,000

First-year pilot funds requested to hire a project manager who will initiate the development and
marketing of an Associate-level agriculture/agribusiness curriculum to be offered at Central
Virginia Community College’s Bedford Center. The program would explore career pathways in
food products & processing systems, power, structural and technical systems, animal systems,
natural resource systems, environmental service systems, agribusiness systems and plant
systems. The coordinator would assess the need for the program, research curriculum, identify
potential instructors, business partners, and secondary and post-secondary partners, and
develop a list of facility and equipment needs as well as marketing materials and public
relations. A management team with representatives from the Bedford Agriculture Economic
Development Advisory Board, CVCC and Bedford County Public Schools will oversee the
project manager and provide curriculum input. Once developed, CVCC will integrate the
program into its offerings at the Bedford Center and will be made portable to other community
colleges across Virginia. Position would then either be eliminated or absorbed into CVCC staff.

Total project cost is $96,600. Other funds: $20,000 Bedford County (approved) for benefits
package, $1,600 Central Virginia Community College (confirmed in-kind) for office space.

Staff comments & recommendation: Project was referred from Education Committee.

County has initiated exemplary efforts in agricultural development and preservation, including
this potential partnership with CVCC. However, the issue of accessibility to affordable
agricultural education is applicable to most tobacco region counties. Rather than funding it in
one locality, it should be expedited on a larger regional basis with community colleges and
other agriculture and education partners (Virginia Highlands CC and Patrick Henry CC, both of
which offer horticulture and/or viticulture programs, have expressed interest to TICR staff).
Staff recommends award of $75,000 to establish a planning workgroup consisting of Bedford
County, CVCC, VHCC, PHCC, Virginia Tech and Virginia State University, along with other
interested colleges and organizations.

Campbell County
Central Virginia Value-Added Beef Initiative Expansion Project (#1537)
$300,000

Funds are requested for a second year of the program serving Appomattox, Buckingham,
Campbell and Cumberland (which received $350,000 in FY07), and to add Bedford County,
which has the highest beef cattle headcount in the region (23,000 head as of January 2007).
Funds will be used in accordance with guidelines used in the previous grant, to provide
incentives up to $3,000 per producer to expand existing beef herds (specifically, for genetics and
handling facilities), as well as for actual project administrative costs not to exceed 5% of the

FY08 Agribusiness — Summaries and Staff Recommendations — November 2007 2



grant award. The applicant proposes that nearly 80% of matching grants ($225,000) be made
available to Bedford producers, while other counties would be allocated $15,000 each.

Total project cost is $600,000. Other funds: $300,000 livestock producers (50:50 match).

Staff comments and recommendation: The applicant has successfully administered the FY07
grant, which has a balance of $37,770 remaining. This would be Bedford's first participation in a
beef cattle incentive program (Bedford experienced a significant drop in beef cattle headcount
between 2005 and 2006, from 29,000 to 23,000). Staff recommends award of $183,750 to
provide an initial target of $115,000 for Bedford and $15,000 for other counties (subject to
reallocation based on the volume of applications), and 5% reimbursement of actual
administrative costs.

Halifax County Agricultural Development Office

Meeting the Domestic Demands for Goat Meat: A Viable Option for
Southside (#1554)

$45,000

This project will address a lack of organized efforts for the production and marketing of meat
goats in Southside. Funds will be used to survey current producers in several Southside
counties, develop a protocol to standardize health care for goats, educate producers about
health protocols and value-added marketing, provide producer incentives on a 50:50 basis,
communicate with goat buyers and processors in the Northeast, and coordinate a central
location for the selling of like-loads of meat goats. North Carolina and Maryland are reported to
have similar programs.

Total project cost is $85,000. Other funds: $15,000 producer cost share match, $25,000 in-kind
administration and support by applicant and VA State University.

Staff comments and recommendation: VDACS statistics do not break out meat goat census by
county (statewide count is 44,000, an increase of 3,000 over previous year, which ranks Virginia
12t nationally). A similar program supported by TICR in Southwest (Scott County Hair Sheep
Association) has reached $1 million in sales to the Food City grocery chain. The proposal would
benefit from additional research on headcounts by county, economics of group marketing, and
initial efforts to gauge interest among producers and retailers, much of which may come from
upcoming workshops to be conducted by Cooperative Extension. Staff recommends no award.
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Marion Downtown Revitalization Association, Inc
Marion Downtown Regional Farmers Market (#1533)
$300,000

Funds are requested by the nonprofit applicant (501c3) to provide a permanent venue for local
farmers and artists to market their goods. Funds will be used to construct the facility, market it,
and oversee the ongoing operation of the farmer’s market. The applicant has surveyed area
growers and residents regarding interest in a facility, the Town has provided a location in
downtown Marion, and preliminary designs have been prepared to accommodate 26 farm
vendors and area artisans/crafters. The covered, lighted facility will also provide a venue for
outdoor concerts and events. The applicants estimates sales at $500-$1,200 per vendor per week,
based on a similar facility in Abingdon (Southwest Economic Development has provided
$146,500 for construction of Abingdon’s permanent market facility).

Total project cost is $355,000. Other funds: $30,000 Town of Marion (pending), $25,000 Marion
Downtown Revitalization Association (in-kind).

Staff comments and recommendation: Before committing to a permanent structure, the
concept should be tested and proven using temporary (removable) facilities as has been done in
other communities such as Abingdon, Radford etc. Until a proven track record can be
demonstrated, it is difficult to estimate the participation and sales of growers. Staff
recommends no award.

Pittsylvania County Farm Bureau Federation
Pittsylvania County Agricultural Complex-Phase I (#1555)
$84,000

Funds are requested by the nonprofit applicant (501c5) to begin site preparation on a 15 acre
tract on U.S. Route 29, two miles north of Chatham, that has been purchased for construction of
a 100,000 square foot multi-use agriculture complex with facilities for a farmers market,
livestock center, educational and meeting spaces, as well as a covered arena for events such as
equine and viticulture shows and competitions. Funds will be used in demolition of the existing
structures, for preliminary site grading work and for Phase 1 engineering of the complex.

Total project cost is $108,300. Other funds: $24,300 in-kind from Pittsylvania County Farm
Bureau Federation, Reynolds-Clark, Blair Construction and Pittsylvania County for demo, site
prep and design (committed).

Staff comments and recommendation: Project could assist several agribusiness sectors and
create a local clearinghouse for technical assistance. Building is expected to cost $4-5 million,
and construction funding sources are not described. Feasibility and business operating plan is
still being developed, so operating policies, revenue estimates and economic impacts are not yet
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complete. Applicant has contacted neighboring counties regarding potential participation, but
the project remains primarily local in terms of implementation and management. Pittsylvania
has substantial Economic Development allocation available for local economic development
projects. Staff recommends no award.

Regional Industrial Facilities Authority (Carroll, Grayson, Galax)
Agriculture Cooling (#1551)
$479,650

The project will provide increased markets and profit for area farmers by cooling produce to
remove field heat, lengthen its shelf life and increase its attractiveness to regional grocery chains
and institutional buyers. The cooling center will be located at the Southwest Virginia Farmers
Market adjacent to the intersection of Interstate 77 and U.S. Route 58 in Hillsville. Funds are
requested to purchase equipment and supplies for the project, including a hydro cooler, a
forced air cooler, ice machines, a tow motor, a refrigerated truck, processing tables, and packing
supplies. A pilot project was successfully conducted in 2007 using a leased hydro-cooler. The
new equipment will allow cooling and estimated increased sales of $1.15 million annually for
products including peaches, corn, broccoli, cauliflower, green beans and blueberries. The
applicant has demonstrated interest in additional purchasing by the Food City grocery chain,
and has conducted conversations with other potential buyers.

Total project cost is $733,540. Other funds: $100,000 ARC (to be requested in 2008), $153,890
Carroll County (committed).

Staff comments and recommendation: The Southwest VA Farmers Market handles products
from 143 growers in 12 tobacco region counties (nearly 90 of those growers are located outside
Carroll County). The applicant indicates the hydro-cooler, which was tested using leased
equipment in 2007, is the highest priority in order to increase sales to grocery chains. Project has
strong buyer interest and regional impact on producers’ income. Staff recommends award of
$225,000 for purchase of hydro-cooler, with applicant to provide the remaining 10% of
purchase cost.

Virginia Aquaculture Association
Virginia Aquafarmers Network Market Development (# 1552)
$250,000

Funds are requested by the nonprofit applicant (501c5) for a two year period to assist the start-
up of a private limited liability corporation that has been created to expand and enhance
freshwater aquaculture. Funds are requested to contract with a marketing and production
coordinator, purchase equipment, fund travel, as well as legal and accounting services, and
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toward a cost share program with producers. The network has been formed, initially with 18
members located in six Southside counties, and has completed a feasibility study and business
operating/marketing plan, using state and federal resources awarded to the applicant
association. Surveys have identified an additional 52 potential participants. The marketing
coordinator would be tasked with connecting producers to buyers, and would eventually be
funded by fees or commissions. Cost share incentive grants would be awarded by a
disbursement oversight committee according to proposed guidelines, with a cap of $4,000 per
producer for capital improvements to on-farm facilities. Funds are also requested for operating
support (e.g. printing, travel, website, telecom, legal/accounting) and equipment (mobile
freezer/storage unit, computer, water quality test kits etc).

Total project cost is $356,000. Other funds: $1,000 Virginia Department of Agriculture (in-kind),
$10,000 Virginia State University (in-kind), $1,000 Lunenburg County Office of Economic
Development (in-kind), $5,000 Virginia Farm Bureau Federation (in-kind), $5,000 Virginia
Aquafarmers Network (committed), $2,000 Virginia Aquaculture Association (committed),
$80,000 (producer match).

Staff comments and recommendation: Network is well-planned and supported by state
agencies and organizations. Ownership of all equipment should be retained by the nonprofit
applicant and leased at nominal cost to Network. Staff recommends award of $200,000.

Virginia Polytechnic Institute and State University Office of Sponsored
Programs

Identification and promotion of viticulture potential in Southside and
Southwest Virginia (#1539)

$49,160

Restricted funds requested for the first year costs of a three year study to gather detailed

climatic data in tobacco region counties. Data will be used to refine an existing model that will
predict site suitability for vineyards statewide. The suitability model would be available on the
web at www.VirginiaView.net to identify location-specific potential and risk for grape growth

to key players in local governments, growers, investors, and tourists. Funds are requested to
employ a primary investigator and graduate research assistant, to purchase and install 50
climate data collectors, computer equipment and software (all equipment would revert to IALR
at the project’s conclusion) and for project-related travel expenses and printing (including
printed and online resource maps). The average statewide yield in 2006 was three tons per acre
(USDA/NASS), with revenue approaching $1,400 per ton, indicating potential gross revenue of
$4,000 per acre. Current and potential buyers include area wineries such as Chateau Morrisette,
which presently purchases from seven growers in Southside.

Total project cost is $81,737. Other funds: $25,000 VA Wine Board (request being submitted) and
VA Agricultural Council (to be submitted).
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Staff comments and recommendation: Project was previously submitted to Special Projects
and recommended for revision/resubmission to Agribusiness. Data and mapping products will
not be available for three years, assuming continuation funding from other sources in years two
and three. Commission focus should alternatively be placed on producer incentives and
cooperative marketing that directly and measurably result in increased production and income.
Staff recommends no award.

Virginia State Dairymen’s Association
Southern Virginia Dairy Revitalization Project (#1544)
$330,000

Funds are requested by the nonprofit statewide association (501c5) to facilitate capital
improvements to approximately 60 of the 174 dairy farm operations in ten counties in
Southwest and Southside (Smyth, Washington and Wythe in Southwest and Bedford,
Campbell, Charlotte, Franklin, Halifax, Mecklenburg, Pittsylvania in Southside). Funds are
requested for a 50:50 cost share with dairy farmers, for capital improvements to existing dairy
farm infrastructure. Funds will be distributed by disbursement oversight committees in
Southside and Southwest according to proposed guidelines, with a cap of $5,000 per producer
for the purchase and installation of fans, sprinklers, footbaths, head chutes, head locks, fencing
supplies, and water and irrigation systems. For a herd of 100 cows, comfort improvements are
projected to increase milk production by five percent (approx. $15,624 of additional annual
income), cattle handling facility improvements are projected to save $13,270 in annual operating
costs, and rotational grazing could increase income by $18,200 annually. Funds of not more
than 10% of the grant are requested for actual administrative costs, in addition to $10,000 for
educational seminar materials.

Total project cost is $630,000. Other funds: $300,000 dairy producers (cost match), plus in-kind
administration by applicant and Cooperative Extension.

Staff comments and recommendation: VDACS census of headcounts in the ten counties
indicates approximately 2/3 of the potential participating dairy farms and milk cows are in the
seven Southside counties and 1/3 in three Southwest counties - applicant indicates funds would
be divided accordingly by region. Cap per producer and grant administration cost percentage
could be lowered in order to provide incentives to more dairy operations. Staff recommends
award of $225,000 with cap of $4,000 per producer, reimbursement of 5% of actual project
administration costs, and funds to be distributed at $150,000 for Southside and $75,000 for
Southwest.
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Wytheville Feeder Cattle Association

Wythe, Bland, Carroll Value-Added Beef Initiative Expansion Project
(#1556)

$300,000

Funds are requested by the nonprofit applicant to initiate a beef cattle incentive program
serving Wythe, Carroll and Bland Counties, which currently total 45,000 beef cattle on 1,359
farms. The project will be modeled on the current beef cattle incentive program in other
Southwest Counties (these counties have not been included previously) and will be
administered by the same fiscal agent (Smyth County), with the objective of improving the
production, management and marketing of beef producers. Funds will be used in accordance
with guidelines used in the previous grants, to provide incentives capped at $3,000 per
producer in order to expand existing beef herds (specifically, for genetics and handling
facilities), as well as for actual administrative costs not to exceed 5% of the grant award.

Total project cost is $600,000. Other funds: $285,000 producer cost share, plus Cooperative
Extension and Smyth County in-kind administration.

Staff comments and recommendation: Project is consistent with previous beef cattle incentive
guidelines in Southwest, and reaches three counties not previously served by grants. Staff
recommends award of $150,000 to provide base funding of $50,000 per county, with ability
for the DOC to reallocate funds between counties based on volume of applications. =
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