Minutes
Executive Committee
June 7, 2001
Radisson, Lynchburg

Approved September 17, 2001

Members Present
Mr. Bryant
Delegate Byron
Delegate Dudley
Secretary Forbes
Mr. Hopkins
Delegate Johnson
Delegate Kilgore
Ms. Thomas

Mr. Walker
Senator Wampler
Senator Hawkins, Chairman

Also Present
Mr. Currin
Ms. Wass
Ms. Bruce
Mr. Sheppard
Mr. Ferguson

Senator Hawkins opened the meeting acknowledging that several
members were still in another committee meeting, namely Delegate
Dudley, Delegate Byron, Secretary Forbes, and Mr. Walker.
Also, Mr. Currin and Mr. Sheppard were absent due to the
Personnel Committee Meeting.

There was a motion to approve the minutes for the March 29, 2001
meeting of the Executive Committee.

Motion seconded

All in favor by aye vote

None opposed

Motion approved

Mr. Paul Bowers, Audit Director for the Auditor of Public
Accounts, gave a report to the Committee on the Commission’s
FY2000 Audit
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Senator Hawkins directed the Committee discussion to the Martinsville application that
was not funded in the last round of applications because of a problem in the Southside
formula. It was clarified that there was surplus available in the budget that could be used
to fund this project and that money would not be taken from any other allocation.

A motion was made to approve the Martinsville Application for $114,250 and fund it
from surplus funds.

Motion seconded

All in favor by aye vote

None opposed

Motion approved

Senator Hawkins called for a recess to allow for the absent members to arrive.
Meeting reconvened

Senator Hawkins directed Mr. Currin to explain his request for a change in the
Commission Bylaws.

Mr. Currin explained that the original and current bylaws called for the Executive
Committee to have eleven members. However, two members have since been added and
the bylaws need to reflect that and call for thirteen members.

Delegate Kilgore moved to approve this change in the bylaws.
Motion seconded

All in favor by aye vote

None opposed

Motion approved

Senator Hawkins opened discussion on the Franklin County Deal Closing Funds.

Delegate Dudley explained that at the Commission’s January meeting in Richmond there
had been requests from Franklin County and Clarksville for funding for an economic
development prospect. At that time, the Commission decided to allow for up to a total of
$500,000 for either locality that was successful in securing the company in their area.
Clarksville is no longer being considered by the company but Franklin County remains a
prospective site. They are currently on the verge of a final contractual agreement or
looking elsewhere because of the time delay. He also commented on the closing of a
company in Franklin County that employed 120 people at a good wage and the closing of
Lane Furniture Company in AltaVista and Rocky Mount. The closing of Lane Furniture
Company would mean the loss of about 550 jobs by mid-August. This deal closing
would be an opportunity to bring at least 300 jobs, possibly 600, to the county. He also
clarified that if 300 jobs would not be created, the money would not be extended. The
contracts should be signed within a week or so, with the knowledge that the money is
available.



Executive Committee Minutes
June 7, 2001
Page 3

Senator Hawkins underscored that this is a perfect opportunity to act under the charge of
the Commission. Also this would be a way to absorb some of the negative impact the
closing of Lane Furniture will have on the Community.

Delegate Dudley moved to approve the immediate disbursement to Franklin County of
the $500,000 committed in January for a deal closing, contingent on the County
successfully securing the prospective business. Since Clarksville is no longer being
considered by this company, it is moved that Franklin County be funded the complete
amount of $500,000.

Motion seconded

All in favor by aye vote

None opposed

Motion approved

Senator Wampler commented that he supported that motion but would ask that in the
future when this type of action would be taken that the Commission members have more
information on what they are voting on.

Mr. Currin reported to the Committee that Mr. Lewis would make a more detailed
report on indemnification at the Commission meeting. The process is underway; the
checks are in the process of being distributed; and by all reports from Troutman Sanders
Mays and Valentine, things are going smoothly. Mr. Currin then introduced Mr.
Nelson Link, Farm Service Agency, to give a report on the President’s Commission on
Tobacco and their recommendation that the tobacco quota be bought out.

President’s Commission on Tobacco Report attached.

Mr. Link notes that the Bush administration has accepted to review the report but that it
is only a proposal at this time. This proposal recommends that the federal government
buy out the current tobacco poundage quota.

Delegate Kilgore asked if the passing of these recommendations would prohibit a young
farmer from getting into the tobacco business?

Mr. Link responded that the permitting process would be similar to the new growers
allotments. There are provisions to allow new farmers to get into growing tobacco. The
buy out would come from a 17-cent excise tax on packs of cigarettes.

Secretary Forbes asked if the price of cigarettes increased, would not the purchasing
decrease and thus the amount of money coming to the Commission would too decrease?

Mr. Link responded that it was his understanding that it would have no affect on Phase |
because that money is already earmarked. Phase Il monies would be no more.
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Secretary Forbes continued that the MSA payments are tied to the domestic shipping
and therefore a decrease in that would cause a decrease in the MSA payments.

Mr. Ferguson responded that a volume increase could affect the payments, as could
federal legislation adjustments. He stated that he will look into the issue so he can
provide more information.

Mr. Link acknowledged that less tobacco would probably be sold, which is seen as
positive and negative. The positive aspect for tobacco manufacturers is that the permit
will not be transferable. This recommendation for this program, The Tobacco Equity
Reduction Program (TERP), is based on 1997 through 1999. The funding is based on the
17-cent excise tax on cigarettes and the pay out will be a five-year period to the farmers
and communities. There will be five equal payments to growers/quota holders unless you
own less than 1000 pounds and you stopped growing tobacco. In that case, the money
could be paid in one installment. This may be the case with numerous farmers in the
burley region. TERP would assist remaining tobacco growers in the permitting system
during this period; the commission also calls to fund a center for tobacco dependent
communities at $5 million for 10 years. This money would be used to teach farmers to
diversify their crops. He then clarifies that this is not legislation but rather a
recommendation. If in fact the recommendations are accepted, the pay out will be $8 per
pound for owners.

Delegate Kilgore asked if any legislator is planning to sponsor legislation to this effect.

Mr. Link replied not to his knowledge. This is still in the discussion phase and the
farmers seem to be supportive of the efforts. This would be a mandatory and permanent
sale. There would be protections for the producer as well. The grower has the option of
getting $4 per pound that the farmer stops growing or $2 per pound and continue to grow.
There are no payment limitations.

Senator Hawkins moved on to the Attorney General’s Office report.

Mr. Sheppard reported on the Star Scientific v. Earley litigation. On March 26, 2001,
the U.S. District Court Judge granted the motion to dismiss filed on behalf of the
Attorney General. The Commonwealth won the challenge to the Master Settlement
Agreement and the non-participating manufacturer’s escrow statute. Star has filed its
appeal with the Fourth Circuit Court of Appeals. The brief is due on June 19, 2001, with
the Commonwealth’s brief due 30 days thereafter. He anticipated arguments to take
place in late fall or early winter.

Mr. Currin reported that the E-58 Task Force will hopefully have its second meeting at
the end of the month at Virginia Tech.
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Senator Hawkins reiterated the significance of the issues being dealt with by the Task
Force. The Chairman of the Task Force has requested that some money be set aside for
the Task Force to have access to. He suggested $100,000.

Senator Wampler commented that the E-58 proposal is one of the most important
proposals that the Commission will embark upon; this is the opportunity to set these
regions apart from everyone else in terms of a competitive edge. The knowledge and
technological assistance of Virginia Tech is an asset to this project. However, he is
concerned that the Commission knows what it is getting with an RFP that would go out
into the market place; with this project the Commission is inviting potential litigation
from the telecommunications providers.

Delegate Kilgore asked for clarification as to if he was of the belief that an RFP needs to
be as specific and detailed as possible.

Senator Wampler replied that there is an equally strong school of thought that the RFP
should be general in nature.

Senator Hawkins continued that it would not be efficient to have to wait until a meeting
of the Commission to provide money to the Task Force.

Mr. Ferguson reminded the Committee that the Task Force is not a sub-committee and
therefore cannot have control of this money. Control of the money will have to lie with
the Commission.

Delegate Dudley made a motion that the Executive Director and the Chairman have the
authority to allocate funds, up to and not exceeding $100,000, for the E-58 Task Force.

Senator Hawkins clarified that this money would be used for the process of developing

the E-58 initiative. This money would have to meet criteria that will be developed. This
money will be taken from the FY02 Special Projects Fund. (Full Commission approved
to use FY02 Administrative Budget funds.)

Motion seconded

All in favor by aye vote
None opposed

Motion approved

Senator Hawkins then stated that the Commission’s new member, Tucker Watkins, will
also be a member of the E-58 Task Force.

Mr. Currin reported to the Committee on Tobio. He stated that discussions with Tobio
and CropTech are ongoing. The Special Projects Committee meeting originally
scheduled for the previous evening was cancelled due to Delegate Bennett’s surgery and
the feeling that more information would be available to report in September. He then



Executive Committee Minutes
June 7, 2001
Page 6

asked the Vice Chairman of the Special Projects Committee, Secretary Forbes, for any
comments.

Secretary Forbes stated that all parties involved have met numerous times in attempts to
reach a solution. Secretary Forbes and Mr. Bryant have met with outside parties that
may be interested in helping. He is optimistic that something can be worked out and is of
the thinking that it is in the Commission’s best interest to work something out. Because
much of the information is proprietary, it cannot be discussed at this time.

Delegate Johnson voiced his concern over the Commission not getting a black eye in
this situation.

Senator Hawkins commented that this is an important project, one worth the
Commission’s efforts.

Mr. Currin reported that the Commission would receive a briefing on the following day
from the Public Resources Advisory Group on securitization.

Senator Wampler commented that it was his recollection that the Executive Director
had been asked to begin the process of developing policies and procedures for the
Commission to have in place in the event that their money is securitized.

Mr. Currin responded that he would like to work with Senator Wampler, Secretary
Forbes and Delegate Dudley on that process.

Senators Hawkins and Wampler emphasized the importance and complexity of
securitization.

Mr. Currin reported to the Committee that the Education Committee met two months
ago and, at that time, they heard from representatives from the seven community colleges
funded in the last fiscal year. At the conclusion of the meeting, the Education Committee
recommended that the community colleges be funded another $6 million for this fiscal
year. Mr. Currin then introduced the President of Central Virginia Community College,
Dr. Darryl Staat.

Dr. Staat made a presentation to the Committee on the Community Colleges’ efforts
within the communities. Presentation attached.

Delegate Byron asked for further information on the breakdown of ages for those
without High School Diplomas.

Dr. Staat responded that they could get that.

Delegate Byron asked when the tobacco scholarship statistics began and why would
Central Virginia appear to be served less.
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Dr. Staat replied that they began giving the scholarships in January. Central Virginia
would be less served because of eligibility.

Senator Wampler observed that the Southwest Colleges targeted the farm families.

Delegate Johnson asked why so few individuals in the Flue Cured regions are served
through the community college programs.

Dr. Staat responded that the farms in the regions are generally larger and a full time job
for the farmers, leaving them little time for the programs.

Senator Hawkins asked if a good deal of the money in the Flue Cured region was used
for more than just scholarships.

Dr. Staat responded that was probably true.

Delegate Johnson stated that he was concerned about why there were so few individuals
served in the Flue Cured region as opposed to the Burley region.

Senator Hawkins responded that more of the money in the Flue Cured region was being
used for overall improvements in education and the infrastructure, not just for direct
scholarships.

Mr. Bryant asked if there are any innovative programs or are they building on old
programs.

Dr. Staat responded that there are both, innovative as well as building on the old.

Senator Wampler commented that in the Southwest community colleges there is an
emphasis on technology training.

Ms. Holt, Patrick Henry Community College, stated that they are concerned about the
furniture business so they are raising the level of skills of the individuals in the
community. This would allow for the companies and manufacturers to continue to run
and be profitable as the technology changes.

Mr. King, Southwest Community College, added that it takes time to implement these
programs.

Mr. Cavan, Southside Community College, commented that these programs address the
job and education needs of those with High School degrees. He then addressed the
importance of Tobacco funding for the truck driving and heavy equipment programs.
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Delegate Byron encouraged the Committee to support the efforts of the Community
Colleges and commended Dr. Staat on his presentation.

Senator Hawkins commented that he has been very impressed with how the Community
Colleges have spent the money this far.

Committee broke for lunch.

Upon reconvening, Rick Huff, Franklin County Administrator, addressed the Committee
as to the importance of the Commission’s support in the face of the loss of Lane Furniture
Company and thanked the Committee for their funding support.

Mr. Currin introduced Secretary Forbes’ presentation on the Literary Foundation of
Virginia and the possibility for the Commission to leverage funds with the Foundation.

Secretary Forbes addressed the Committee on the Literary Foundation of Virginia.
Presentation attached. He advised the Committee that he is on the Board of the
Foundation and therefore will not participate as a Commission member in any voting on
this matter.

Senator Hawkins asked if this Foundation’s vocational training would compliment what
is currently being done by the Community Colleges.

Secretary Forbes responded that it would compliment and compound them in that the
Community Colleges will remain the delivery vehicles for the training.

Delegate Kilgore asked how they would get the word out about the GED program,
would money be set aside for the marketing of this?

Secretary Forbes replied that yes, the Foundation has a very strong marketing arm and
outreach program. He then presented the opportunity for leveraging Commission funds
with those of the Literary Foundation. He reported that the Foundation would fund
training at three times the contribution made by the Commission and it is a one-time
investment; a $5 million Commission contribution will buy a $15 million job-training
program.

Delegate Kilgore asked who was going to have the responsibility of getting in touch with
individuals in his area about the programs.

Secretary Forbes recommended that the Commission appoint those who they would like
to sit on an advisory committee.

Senator Hawkins clarified that the decision to contribute monies must be made by June,
in terms of a pledge.
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Ms. Wass stated that surplus monies could be used for this until our next payment comes
in. There is currently $4 million in surplus revenue.

Secretary Forbes clarified that this would be for FY02.

Senator Hawkins asked about setting up a sub-committee to make a recommendation to
the Commission as to how to proceed.

Secretary Forbes responded that he would be happy to serve on such a sub-committee
but should not chair it in that he is also on the Foundation Board. He then stated that it
would be helpful for the Foundation to have an idea of the interest as soon as possible so
they can take it into consideration when planning their budget.

Ms. Thomas remarked on the exciting opportunity in this project.

Senator Hawkins asked if any had objections with the Commission making overtures
that they support the concept and asked Ms. Thomas if she would chair the sub-
committee. He then appointed Delegate Kilgore, Secretary Forbes, and Mr. Lief to the
sub-committee charged with making a recommendation to the Commission on this
leveraging prospect. He then suggested the possibility of a $5 million funding.

Senator Wampler stated that he did not know what the rest of the budget looked like and
thought that the budget should be discussed before an amount is decided upon.

Secretary Forbes noted that a decision in September would be too late, in that the
Foundation will have already formulated their budget.

Delegate Kilgore suggested that they revisit it tomorrow after seeing the proposed
budget.

Mr. Currin addressed the Commission’s Deal Closing guidelines and the threshold of $3
million. He suggested an adoption of interim guidelines.

Mr. Lief recommended that the threshold be lowered to $1 million and 25 jobs based
upon the experience in the past months.

Delegate Kilgore moved to alter the Deal Closing (Tobacco Region Opportunity Fund)
Guidelines to reflect a decrease in the threshold from $10 million capital investment and
100 jobs created to $1 million and 25 jobs.

Motion seconded

All in favor by aye vote
None opposed

Motion adopted
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Mr. Currin presented the Commission’s proposed FY02 budget. (Presentation attached)
The January and April 2001 forecasted payments reflect Treasury’s revised revenue
estimates, which lowered expected payments. For this year and last year, the actual
amounts received in MSA payments have been higher than forecasted amounts. There is
a nearly $3 million revenue surplus from FYO01 that will be carried forward into the FY02
budget, thus increasing the amounts illustrated for the splits. Mr. Currin stated that after
preparing the budget, he has been informed by DOA and Treasury that another $618,444
has been received in MSA payments and that 3™ quarter interest has created an additional
interest revenue surplus of $478,763. Based on Net Revenues of $74.5 million, 25
percent, or $18.6 million, would be taken off the top for Special Projects. This money
could be used for anything from E-58 to Deal Closing to special bi-regional projects. The
remaining funds would be split by region. Each region would then split its funds between
indemnification and economic development. Under contractual services within the
administration budget is included such costs as Mays and Valentine’s indemnification
costs, consulting fees, attorney’s fees, as well as postage, printing, phones, network
maintenance, etc. This area is expected to be higher than FY01’s actual expenditures due
to anticipated consulting and attorney’s fees related to E-58, Tobio and other potential
projects. Salaries, fringes, and per diems include costs for 3 additional personnel. Also
included in this budget item is about $37,000 for per diems paid to Commission members
for meeting days. The other budget items are based on actual expenditures now that we
have a year of expenditure data. The Commission will be committing more funds toward
indemnification and economic development in FY02. Mr. Currin proposed that rather
than add the $1.1 million surplus to FY02’s budget, that $114,250 of this be used to fund
the City of Martinsville’s grant proposal for FY01 and some could be deposited in the
“Technology Initiative in Tobacco-Dependent Localities Fund” to offer tax credits. It
could also be helpful to put some of this money into Deal Closing. This would not affect
any obligations for this budget.

Senator Wampler asked if the additional $1.1 million is factored into the budget.
Mr. Currin replied no.

Senator Wampler asked how many full time positions are included in the salaries
section of the budget.

Senator Hawkins directed Delegate Dudley to give his Personnel Committee report as a
way of providing this information.

Ms. Wass stated that the increase in salaries and fringe benefits is for three additional
positions.

Delegate Dudley reported that the Personnel Committee that morning reviewed the
current staffing and evaluated the need for additional staff as the demands of the
Commission have increased. Mr. Currin has appointed two hourly staff persons, one of
which acts as a shared employee with the Tobacco Settlement Foundation. The
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Committee recommends that position become a permanent employee with the
Commission paying a portion of the salary and the Foundation continuing to pay a
percentage of the salary as well, to be no less than the current $9,000 paid. This
employee acts as a receptionist for the Commission and the Foundation, as well as
associated duties for the Commission. This position is a Program Support Technician
and is comparable to the level of an Administrative Program Specialist 111. The second
position that the Committee is recommending to be approved as permanent is an
administrative assistant for the Executive Director. There is currently a person in this
position acting on an hourly basis. The third position is that of a grants research analyst.
In that there was some uncertainty and lack of information about this position, the
Personnel Committee did not feel that they could recommend the actual hiring of a
person for this position. However, they do recommend that the money for that position
be held so that the Executive Director can provide further information and a decision can
be made.

Senator Hawkins asked if there was a possibility to share the Grants Administrator
position with the Tobacco Foundation.

Mr. Currin replied that he would advise against that.

Delegate Dudley commented that Delegate Kilgore brought up the fact that many of the
localities have grant knowledge, but some do not. For those who do not, they thought it
would be a good idea to coordinate grant training workshops.

Delegate Kilgore added that he made this suggestion because of those worthwhile
projects that do not have the benefit of the locality’s expertise. These seminars may help
to give them the knowledge necessary to create more successful grant applications.

Senator Hawkins asked for the complete components of the Commission staff.

Delegate Dudley responded that in addition to the Executive Director, Directors of
Administration, Policy, and Finance, the committee is recommending that there be a
program support technician/receptionist and administrative assistant. Also, they are
recommending that there be money in the budget for a grants research analyst position,
not yet to be filled.

Senator Hawkins asked if the number of employees would continue to grow or if they
thought this would be the limit.

Mr. Currin responded that he did not think there was any way to be sure. He then
commented that he did not intend to build an empire and he was aware that with more
employees comes more responsibility. However, these positions should be able to handle
the workload for the foreseeable future.
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Delegate Dudley made a motion for the Executive Committee to accept the
recommendations of the Personnel Committee and recommend to the full Commission
that the two current hourly positions be converted into permanent salaried positions, the
program technician position being cost shared with the Tobacco Foundation on a pro
rata basis. Furthermore, the funding for a grant administrator position would be funded
in the budget but not yet staffed.

Motion seconded

All in favor by aye vote
None opposed

Motion adopted

Delegate Johnson inquired as to why the amounts for indemnification and economic
development were not the same.

Senator Hawkins clarified that the regions split their monies differently.

Ms. Thomas was concerned that the amounts for indemnification and economic
development were moving further and further from being divided evenly.

Senator Hawkins commented that the compromise reached was a 60/40 split. This was
done to offset the increased amount of money taken off the top of the budget.

Mr. Currin, in light of the late hour, respectfully requested that the presentation of the
Long Range Economic Development Plan be postponed until the full Commission
meeting.

Senator Wampler moved to recommend to the full Commission that an amount up to
$250,000 be taken out of the Southwest portion of the budget and $50,000 from the
Special Projects fund for scholarships for students to follow the TAG model, roughly
$1,000 per student. This could be used for graduate or undergraduate studies at a public
or private institution in the Commonwealth. The eligibility is that the recipient be part of
a farm family, meaning quota holder or grower, to be administered by the Southwest
Virginia Higher Education Center, specific guidelines to follow from Commission staff.
This would be from the FY02 budget. (Full Commission approved $250,000 from Special
Projects Funds for Southwest scholarships.)

Delegate Dudley asked if the money might be better funneled through the Literary
Foundation the Committee had just heard a presentation on.

Secretary Forbes responded that it could be a possibility.
Delegate Kilgore stated that they would like to get this in place by July.

Motion seconded
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All in favor by aye vote
None opposed
Motion adopted

Senator Wampler made a motion to recommend to the full Commission that $6 million be
taken out of the FY02 Special Projects fund to be divided evenly between the seven
Community Colleges.

Ms. Thomas asked if it would not also be possible to match these funds with those going
to the Literary Foundation.

Secretary Forbes replied that it was a possibility.

Senator Hawkins suggested that they talk to the community colleges before the
Commission meets the following day to hear their perspective.

Senator Wampler commented that the Commission may run into a cash flow problem
because the next infusion of cash for the FY02 budget is in January and some of the
Community Colleges may need the money in July or sooner.

Senator Hawkins recommended that they approve the funding of the $6 million in
principle with the details to be determined later.

Motion seconded

All in favor by aye vote
None opposed

Motion adopted

Delegate Johnson moved to approve the minutes from the January 8, 2001 meeting of the
Executive Committee.

Motion seconded

All in favor by aye vote
None opposed

Motion adopted

Delegate Dudley moved to approve the proposed budget as amended for
recommendation to the full Commission.

Motion seconded

All in favor by aye vote
None opposed

Motion adopted

Meeting Adjourned
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Submitted by Carthan F. Currin, 111

Executive Director of the Commission
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