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SENATOR HAWKINS: I'll call this meeting to order, it's ten o'clock. First
of all, I want to thank the City of Danville and the County of Pittsylvania for the reception last
night, thank you. That was a wonderful opportunity to see that facility. Those of you that had
not been there to walk through that last night, | was amazed, | haven't seen that much armament
in my life. | want to thank you all very much. (Applause.) That was a wonderful evening, so
thank you all, again.

I want to welcome you all to our future in this beautiful building. This building is a
direct result of the Tobacco Commission's efforts to bring economic development to Southside
and Southwest Virginia. This facility today will offer an opportunity to bring a different focus,
communications, research and development and all those things that we need to create a new
economy, this is where it starts, and our future is bright, not only because of the efforts of this
Commission, but also members of the General Assembly and the Governor's Office all working
to make sure that this happened. This has been a joint effort from all players. 1 just want to take
a minute to congratulate Pittsylvania County and the City of Danville to show what can take
place when the counties and cities are willing to lay aside any differences and work together for
the common good and benefit of all citizens. We do not have the ability to waste assets, and
when we work against each other we do nothing but waste resources and assets, and we cannot
afford to do that any longer, and those days are over. The future is here, and this is the first step
in a direction that will change the dynamics of our entire population in an entire section of the
state. | want to congratulate each and every one of you for the foresight that you have shown in
seeing this come to fruition. Thank you.

Carthan, roll call, please?

MR. CURRIN: Mr. Chairman, I'd like to inform the Commission that Mr.
Fields is absent today because his son is undergoing major surgery this morning. I'd like to ask,
Mr. Chairman, the Commission to keep Mr. Fields and his family, and his son in particular, in
your prayers.

SENATOR HAWKINS: Where is he being operated on?

MR. CURRIN: Johnson City Medical. So, thank you, Mr. Chairman.

Mr. Arthur?
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MR. ARTHUR: Here.

MR. CURRIN: Mr. Banner?

MR. BANNER: Here.

MR. CURRIN: Secretary Bennett?
SECRETARY BENNETT: (No response.)
MR. CURRIN: Mr. Bryant?

MR. BRYANT: Here.

MR. CURRIN: Delegate Byron?
DELEGATE BYRON: Here.

MR. CURRIN: Commissioner Courter?
COMMISSIONER COURTER: Here.
MR. CURRIN: Delegate Dudley?
DELEGATE DUDLEY: Here.

MR. CURRIN: Mr. Fields?

MR. FIELDS: (No response.)

MR. CURRIN: Mr. Hite?

MR. HITE: Here.

MR. CURRIN: Delegate Hogan?
DELEGATE HOGAN: Here.

MR. CURRIN: Mr. Hopkins?

MR. HOPKINS: Here.

MR. CURRIN: Mr. Jenkins?

MR. JENKINS: Here.

MR. CURRIN: Delegate Johnson?
DELEGATE JOHNSON: Here.
MR. CURRIN: Mr. Mayhew?

MR. MAYHEW: Here.

MR. CURRIN: Mr. Montgomery?
MR. MONTGOMERY: Here.

MR. CURRIN: Mr. Moody?

MR. MOODY: Here.

MR. CURRIN: Mr. Owen?

MR. OWEN: Here.

MR. CURRIN: Mr. Owens?

MR. OWENS: Here.

MR. CURRIN: Senator Puckett?
SENATOR PUCKETT: Here.

MR. CURRIN: Senator Ruff?
SENATOR RUFF: Here.

MR. CURRIN: Secretary Schewel?
SECRETARY SCHEWEL: (No response.)
MR. CURRIN: Mr. Stallard?

MR. STALLARD: Here.

MR. CURRIN: Mr. Taylor?
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MR. TAYLOR: Here.

MR. CURRIN: Ms. Terry?

MS. TERRY: (No response.)

MR. CURRIN: Mr. Thompson?
MR. THOMPSON: Here.

MR. CURRIN: Mr. Walker?

MR. WALKER: Here.

MR. CURRIN: Senator Wampler?
SENATOR WAMPLER: Here.
MR. CURRIN: Mr. West?

MR. WEST: Here.

MR. CURRIN: Delegate Wright?
DELEGATE WRIGHT: Here.
MR. CURRIN: Mr. Vice Chairman?
DELEGATE KILGORE: Here.
MR. CURRIN: Mr. Chairman?
SENATOR HAWKINS: Here.

Before we get into the Agenda, I'd like to make a comment about this building. This
just shows you the effort that has been made to make this facility a regional facility. These
conference rooms that you see are designed in such a way as Mecklenburg, Lunenburg, Halifax
and Henry County, or whoever, that has a business prospect that has a short time frame can fly in
this airport and come to this facility in two or three minutes, go upstairs in the conference room
and hook into a computer and make their presentation or explain what they are trying to do and
all the demographics dealing with that particular business location and make a sale. Then
persons can get back in their corporate jet and be out of here within a few hours, rather than
wasting a whole day, and that matters. Time is what we're selling, and the availability of making
a sale in a short period of time can guarantee that we are part of the overall mix of this economy.

Once again, thank you all, and I'll try not to say any more about it, but I'm very impressed with
this facility.

Carthan.

MR. CURRIN: Mr. Chairman, it's a pleasure to introduce the Hon. Stephen
Rosenthal, who will give us an update on the indemnification process.

SENATOR HAWKINS: Welcome, Steve.

MR. ROSENTHAL: Thank you, Mr. Chairman and members of the
Commission.

On April 28th we sent out over twenty-seven and a half thousand verification forms
representing about seventeen thousand claimants. As of yesterday we approved twenty-four,
almost twenty-four and a half thousand claims having a value of approximately eighteen and a
half million dollars. We've had work sessions on May 10 in Jonesville and Gate City, on May
11th in Abingdon, on May 12th in Chatham and Halifax, on May 13th, Lawrenceville. The
burley quota owner, of course, you voted to move that, to the 1999 crop year, so we are working
on a data base on that. The program is going well, and unless there are any additional questions
on where we stand on those, | move those two items for the Commission's consideration.

Mr. Chairman, historically, the Commission has always allowed late filings and late
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claims. The deadline on the verification forms going out this year was May 17th. 1'd suggest to
the Commission perhaps two or three weeks’ additional time for some late claims, that usually
accounts for about three to five hundred claims.

SENATOR HAWKINS: What date do you recommend?

MR. ROSENTHAL.: I didn't pick one, but I'd say about three weeks from
today would be fine.

SENATOR HAWKINS: Is there a motion?

DELEGATE KILGORE: | so move.

SENATOR HAWKINS: It's been moved and seconded that a three-week
extension be allowed. Any discussion? All in favor say aye? (Ayes.) Opposed? (No response.)

MR. ROSENTHAL.: Mr. Chairman, as | mentioned, the burley quota
owner, we're moving from a '99 database and getting that together. One thing to simplify the
process somewhat is if the Commission would agree that the splits that were in place for the
1998 crop year be moved to the '99 crop year so we don't have a whole lot of additional mailings
on that. By that | mean if the two quota owners agree to split it fifty/fifty all years for the 1998
year and we in the indemnification program assume that to be the case and send out the mailings
that way. Anyone that disagrees, of course, can file a claim otherwise, but I think it would be
helpful to the Commission, and | know to the program, to maintain that consistency.

DELEGATE KILGORE: I would move to accept the recommendation and
send them out that way.

SENATOR HAWKINS: It's been moved and seconded, any discussion?
All in favor say aye? (Ayes.) Opposed? (No response.)

MR. ROSENTHAL.: Thank you, Mr. Chairman and members of the
Commission.

MR. CURRIN: Mr. Chairman, in the past and at several of the Commission
meetings we invited a guest speaker to come and speak about a particular topic and an issue that
the Commission is facing. I'm very delighted and pleased this morning to introduce to you Alisa
Bailey. She is President of the Virginia Tourism Corporation. As you all know, tourism is a big
business in the Commonwealth, and we're going to make it bigger in Southside and Southwest
Virginia with the wonderful assets that we have. Ms. Bailey oversees an agency that has
approximately twelve million dollars, sixty-two employees, including the Virginia Highway
Welcome Centers. Prior to this position she held a position as State Tourism Commissioner,
Chief of West Virginia Bureau of Commerce. She uniquely understands, in my view, rural
tourism and the opportunity that that brings to Southwest and Southside Virginia. | would like
you to pay close attention to her presentation. Without further ado, Mr. Chairman, it's my delight
to present to you Alisa Bailey, President of Virginia's Tourism Corporation.

SENATOR HAWKINS: Welcome, and | appreciate you taking the
opportunity to come here today. We always felt like we were left out of the mix in this section of
the world when it came to tourism, but we want to get into the mix.

MS. BAILEY: We want to correct that.

SENATOR HAWKINS: We just want to get our fair share, so welcome.

MS. BAILEY: Thank you.

(A slide presentation is accompanying Ms. Bailey's oral presentation.)
We're going to give you a little description of the state of tourism in Virginia, talk a
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little bit about how the Virginia Tourism Corporation came about, and we call it the VTC, and
how that works with private sector businesses and the regions in the state to increase sales tax
revenues in Virginia. So, we're going to give you a little glimpse of that.

I've been here in the Commonwealth for about a year and a half, and it's been so
pleasurable, and I can't tell you, but it's a chance of a lifetime for me. It isn't without challenges.
When | came on board the Agency had a forty percent budget cut, we had to lay off ten people,
we had 9-11 happening nationally, there was a little thing called the sniper in Northern Virginia
that greatly and negatively impacted tourism in that region. Then we had the war, the sluggish
economy, a hurricane, and then particularly impacting this region last year was the wettest spring
and summer ever on record in the Commonwealth and greatly and negatively impacting
visitation to parks, trails and the outdoor recreation region. | thought for a moment there I might
just turn tail and run back to West Virginia, but everybody made me feel so welcome | decided to
stay.

A lot of people ask me, what do you see in the future, and let's quit looking at the past,
let's quit looking at all the negative stuff, and how are we going to turn this battleship called
tourism around and make sure that we maximize the sales tax benefits that tourism can bring to
all of our communities. Everybody asks me, Alisa, what's the state of the tourism industry, and |
say, I'm going to ask Gene Wilder to tell me.

(Slide presentation.)

Tourism is alive in the Commonwealth, and it's a fourteen billion dollar industry. We
have thirty-three million visitors each year in Virginia, and we remain a top ten destination. We
are number ten, so it is very shaky ground, but we're proud of that fact. We do have, and you
saw the video that we showed earlier, we do have a very diverse and rich tourism industry to
promote. I'm happy to say that, despite the things that have happened in 2003, room demand last
year was still up four percent, and that's a good indicator that we are holding our own. A lot of
that had to do with the success of the Virginia Beach and Norfolk area, and a lot of their
successes, not a lot of their successes but some of their successes had to do with active military,
like families coming in and staying. We also had a big trial down there, so their occupancy rates
helped stave off some of the things that might not have been so good.

I'm also happy to tell you that eight out of ten plan to spend as much or more money
on vacations this year. Despite what some people tell you of bad prices, it looks like we're in for
a record year.

Last year you can see all the indicators were up, this is not the first time in a long time
they've been up, particularly for restaurants, you should notice that. Restaurants have not been
doing too good, between '01 and '03, nationally and here in the state. It looks like for the first
quarter this year those indicators remain just about the same. Car rental is actually up a bit, and
so are gas sales, and there is also that increased cost. One thing | am very pleased about is that
our web visitation through April of this year is up eighty-four percent, so that is a very good
indicator that we are going to see a robust travel season, and our Welcome Center visitation is up
fifteen percent. It was slightly down, and we'd call it flat, it was really down last year.

In looking how the Virginia Tourism Corporation works with the private sector, we did
a full audit when I came on board a year and a half ago. We looked at all the contracts and were
they cost effective with the Commonwealth, we looked at our human resources, and it appeared
things were misaligned and the research was not where it needs to be. We have a very fancy
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mission statement, and if you get on the website I'll be happy to share that mission statement
with you, but this is what we're about. We are a commercial agency where more people stay
longer and spend more money, and that's very, very simple. A simple mission statement not so
easy and ultimately to achieve.

I'm pleased to tell you we finished the first visitor study that VTC has conducted since
1997. Frankly, I don't know how to perform good marketing without a visitor study, because you
have to have that research to know who is coming and what they are doing and who is not
coming and why they didn't come if you're going to be effective in a marketing strategy. I'll be
pleased to share that information with you here in the next couple of months, and it will help us.
We did look at national trends, because we thought our advertising was not focused enough and
we weren't getting the maximum gain from it, our leads were not where we wanted them to be.
Leads being people that are calling or getting on the website and requesting more information for
travel to Virginia.

We embarked on a new campaign, and I'm pleased to share some of that information
with you today. When we looked at the research we knew one thing, and the ladies in the room
already know this, but I wanted to share that with you, Mr. Chairman. That's right, women
requested fifty-two percent of the information from the Virginia Tourism Corporation. Actually,
we think that ten percent more women also planned to travel, but their husbands thought they did
it, and we just took that out, because we wanted to be conservative in our estimates.

The other thing that you saw in the video is that we have the kind of products that
baby boomer women want. We realize that it is not just that they're planning a vacation, but we
need to give them the information they need to sell the vacations to their families, because we
have very diverse families. The increase of grandparents traveling with their children, single
parents traveling with children, it's not just the traditional family anymore. And, you can see we
have the kind of product that women want. We felt that the Agency contract was not only cost
effective for the state but was not a collaborative effort with the marketing professionals in our
office, who are exceptional. | can assure you that I enjoy coming to work every single day, and
you don't know what an asset you have with some of the people in the office there who are
working very hard, and they really know what they are doing, but the contract was way out of
line. We didn't have any B-Roll, they were not getting consistencies in the film. We didn't own
our photography, and these are things that should not happen. So we did an RFP and hired a new
ad agency, and they are working very close with our staff. We did have a body of research that
told us that travelers really liked Virginia, and they kind of know Virginia but hadn't been here in
a while, and they felt we were a little bit stuffy. What we have done in this new campaign, and it
speaks to the baby boomer women, and it's very tasteful, it shows that we are sophisticated but
has a peaceful attitude about it. This is a thirty-second commercial, and we also have a sixty-
second commercial. To your point, Mr. Chairman, we did have to beg, borrow and steal the B-
Roll, and we're continuing to get those things like from VIR so you can see how flexible this is.

We have an advantage here, because we are trying to differentiate your destination
from everyone else. We receive thirty-eight hundred messages a day, and we're in media markets
like Washington, Philadelphia, New York. Think of all the cable channels you have and satellite
radio, and all of this makes it more complex to get our message across that we are a premiere
travel destination. So, how do we get their attention? We have conditioned people about what
they know, they know Mt. Vernon, they know Monticello, they know Virginia Beach, but then
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we are incorporating the things they don't know about Virginia: hunting, fishing, outdoor
recreation, and these are the kind of things that we think will really resonate with the traveling
public. We are also looking at consistency. Things like "Virginia will take you on the ride of
your life through the Shenandoah Valley, and this will brighten your life." We crossed out other
destinations. We will continue to focus on diversity and continue to focus on showing people
what they don't know about Virginia. We had a campaign where the ads were different, and we
have to have a consistency with what we do, and so we focused on that.

Here are the things that we think will grow the industry. Some of what you are doing
and what you are considering are very key and important things to grow the industry. We must
invest, and we must inspire entrepreneurism, which includes small business growth in tourism.
We must work with those entrepreneurs and small businesses to make sure that the investment
we make will truly benefit and grow tourism.

Coordination, we talked about partnerships earlier, and the rest of this presentation is
all about partnership. This is not just a fun thing to do, but this is a necessity. We must be
regional in our approach. Tourists do not care where county and city lines are, and they really
don't care about that. We must inspire partnership and realism, and that's very important.
Tourism is made up with small businesses, and we have to cooperate and coordinate, and we feel
like that is our goal, to get regions to work together, and we can pool our resources and get the
maximum reach in the marketplace.

Electronic marketing, | think, is one of the biggest things going for us. Our website
visitation is up eighty-four percent, eight out of ten Americans use the Internet to plan their
travel, but this is greatly benefiting small businesses because we offer a lot of services through e-
marketing. Free listing on our website, and people come to our website all the time. People can
put their information in, and people can search for what they want. We can create websites for
businesses that can't afford to host their own. Nothing would please us more than for us to
timeshare with every destination in the state. As businesses put their information in the database
we push it back out. Like one customer saw the Lynchburg site and was searching it, and that
paid off big dividends. The business only has to put it in once. We're really trying to promote
that, and we have done it with the country music trail, and | hope that's been of benefit. The
database feed is unique, we're talking about courting businesses that come into the airport, and
this is a pilot project that we've done with the airport here. What it is, is it's ready information
with our website, when folks are coming in with private aircraft they can get on our website and
see what else there is to do along with their business, because they might not be flying back out
in two hours, and they may stay in the region for a while, and they'll be able to get this
information at the airport. We're waiting to see the statistics on that, and we're hoping to take it
statewide, and then if the commercial airlines install this kind of technology we will be able to
do it with our entire area as well. We have a digital brochure rack, and all of these are a very cost
effective benefit for the industry.

We have a strong public relations department, and we work very hard to get writers
and journalists all over the state, and this is something we encourage the industry to get involved
with. This is a low investment item that can reap great returns. A little blurb in the Washington
Post can get you far, and you don't need to spend as much on advertising or on public relations.
This is the part of our department which impacts this community the most. When | got here the
industry was very disenfranchised with VTC, and they didn't know what we were doing, and we
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didn't know what they were doing, and everybody was angry, so we worked very hard on
industry relations and customer service. We have worked with communities helping them to
write grants, finding sources of money on the federal and state level, we do a thing called the
marketing hit squad, and that's where we bring our professional staff, our Welcome Center folks,
eight hundred operators into the region, and that gives them an opportunity to talk to people in
this industry and find out what are your goals, how can we work together, what are your new
products. Obviously, when you get exposed to something like the tank museum, you're in a
better position to sell it because you've been there. Our staff was not encouraged to travel very
much, but with this marketing hit squad we've had about fifteen, and it's grown tremendously,
and that's helped both the staff and the industry. We also have an orientation, and we encourage
the industry to find out how they can work with us, and it is a one-day workshop, and that has
been very successful.

What | am most proud of is that our Welcome Centers are now making reservations,
and we started this program in March, and |1 am pleased to tell you that we have made seventy-
one hundred reservations since we started this program. So those are for-sure sales for the
tourism industry, and we are really pleased with that.

Our new advertising schedule is a partnership marketing. We've asked the tourism
industry, here's what we're going to advertise, and we need you to help us. We did a fabulous
partnership with some of the wineries and destinations in Virginia, and we did a multi-integrated
campaign. | want you to pay attention, because all of these components of marketing that | have
been talking about do not work on their own as well as they work together. We did two on-line
campaigns that were the most successful, and we got thirty thousand leads from this program.
We also had some brochures that we used, and there was an event in New York, and it has been
very successful. We see great promise for the wine industry and agri-tourism in Virginia. This is
what the traveling public wants. They want culture, they want heritage, and they want to learn
things and be out with nature.

I want to talk a little bit about advertising in connection with marketing. Make no
mistake that marketing is the lifeblood of tourism. You can build all the stuff you want, and if
you don't get the word out, get it out in the marketplace, they are not coming. Tourism has to be
constantly marketed. A tourism business will spend twenty percent of their income on
marketing, and we have to keep them coming and keep them coming back, and we have to get
them sort of one-by-one. That is why it is so important. If you build some kind of industrial
product, you do a lot of marketing up front, but once you get your industrial customers that's fine
in your marketing business plan you can reduce it, but that isn't the way it is in tourism because
you have to keep at it all the time. We invest a little less than three million a year in marketing.
You compare that to my home state of West Virginia, there's less than two million people in that
state, forty-three million dollars of the marketplace last year, forty-three million dollars of
partnership marketing. This is our competition, and they are starting to rise up, and if we have to
compete with Florida, Georgia, New York, we have to remember that. | do believe we can meet
that challenge. How do you do it? You must do it in partnership. If you have advertising
proposals before you | would suggest to you that you require regional partnership marketing and
you require them to follow those leads and report back to you, and it is not always going to do
well, but you must learn to be flexible. You must also encourage, you must encourage pooling of
those monies so that we can compete with the forty-three million dollars, we can compete with
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the Floridas who spend multi-million dollars in the market place. We can compete with all these
destinations. The good news is that we've got the industry in this state to do just that.

Let me just tell you why marketing is so important. In 1991 Colorado was going to do
away with their Division of Tourism, and they were the number one summer and winter
destination in the United States. They had a strong ski industry and a strong outdoor recreation
industry, and they thought, let capitalism take over. In two years they fell to number seventeen.
Some of that is due to a lack of coordination on the part of the state and local levels. 1 just
cannot emphasize enough partnership marketing. We're trying to increase our partnership
marketing. Dizzy Dean once said, it's not bragging if you actually did it, so, I'll brag a little bit.
We had sixty-two thousand leads from our campaign last year, and I'm pleased to tell you that as
of April 30th this year we've already had sixty-three thousand leads. So we think something is
going right, and we hope to increase that.

We've also done a lot of outreach with different state agencies and these agencies who
have not previously been engaged with us. We're working with the Secretary of Transportation
to work on things like rail scenic by-ways, and we signed a memorandum of understanding with
the Secretary of Transportation, scenic by-ways signage issues, and these are things that our
industry faces that greatly impacts. We're also working with Marine Resources and others as
well. We're also looking forward to 2007, and this will bring six hundred journalists who write
about outdoor recreation to Virginia, and it will be hosted in Roanoke, but they will be on trips
throughout the Commonwealth for pre-conferences and post-conferences, as well as bringing
them back during hunting season, so that we can get these editorial write-ups that will be a great
investment. There are many other agencies, and we haven't been talking that much together, but
we think that is critically important, and we hope to do this.

The most successful collaborative relationship we have had has been with the SAGA
Commission. | must tell you without hesitation that is due to Carthan's involvement. He has a
great understanding of tourism, being involved with the industry before, he has a great heart to
increasing economic development and tourism. We have been hosting meetings with the
stakeholders in both Southwest and Southside to try to identify and help this body understand
what would be the best, if you're going to invest in tourism, what would be the best project you
can invest in and where would be the best return. That has been a great exercise, and we plan to
continue those efforts.

SENATOR HAWKINS: Do you want to tell that again to Carthan, because
he wasn't in the room when you said it?

MS. BAILEY: Mr. Chairman, | purposely did it when he was out of the
room; there's no living with him now. We just believe we can help diversify the economy.
Tourism is not a panacea for Southwest or Southside, but it is a critical part of the economic pie.
One of the things | think you need to think about is what do you require as far as tourism in a
region? You actually improve the quality of life for the citizens there. You're increasing
restaurants, increasing things for them to do at night, musical venues, places for people to stay.
If you think about it, that is exactly the kinds of things that other businesses and areas are
looking for when they decide to relocate a business to a region. What are my employees going
to do here, what is the educational system like here, are there parks, are there golf courses, are
there places to go and have outdoor recreation, the transportation, where we can we go eat or
when | bring people in from an office where are they going to stay? And this is what people look
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for. The tourism development can not only help the Commonwealth as far as commerce, but it
also can help to inspire other forms of economic development. That's why it is critically
important we don't lose sight of it.

We think these regions of the Tobacco Commission have great assets. Think about our
target markets. They come from heavy metropolitan areas, and they are getting up at five-thirty
in the morning, people drop the children off at daycare and sit in traffic for two hours a day,
working like dogs, picking the kids back up, they get home and they are exhausted. They live in
traffic and congested areas. We in Virginia take our natural assets for granted. People come and
like to look at the trees, and we just take the trees for granted. What the traveling public wants is
they want these outdoor recreation areas, these are indigenous and unique assets, and we think
we have them here.

Here are the strategies that we have. The first thing we need to do is to identify some
anchor projects that will inspire other forms of development. So when you invest it not only will
be a good thing for that particular project but will also inspire other developments. Identify your
infrastructure, is it easy to get to? It does no good to build something out in the country if there
are no roads to get to it and then people won't come. Focus on small business development and
re-development.

I hope you can see this slide, because this is one of the things that we're very excited
about. If you look at the orange lines, this represents abandoned or soon to be abandoned railroad
lines of CSX and Norfolk Southern. We could actually have a rail trail from Martinsville all the
way to Virginia Beach and Southside and ultimately to Southwest. Look at how important some
of those sectors are.

We received an economic development statement from last year, which was a very wet
year. The Town of Damascus, and | was just there yesterday, it would be a dead town if it were
not for that trail. People in cities want to come, and they want to stay, and they want to spend
money, and they are spending one point six million dollars worth of money in Damascus. We
hope to have a symposium, and we're planning to have it in September. You want to get the
landholders and the farms that will be adjacent to that rail trail there, and she said September
would be a good time, and I think we'll have it in September. We're going to teach communities
with economic advantages of developing a rail trail system to develop, promote and maintain a
rail transport system. Many of those resources are federal in nature. Then talk about how we
can diversify the land around it. If you are a farmer and you have a rail trail near your property
and you want to diversify into a B & B and want to have an equestrian experience for tourists, or
a hunting preserve for tourists, these are things that we see. We think that is a key anchor project
that is very important. In my mind it is one of the most exciting projects that I can think of.
We're also excited about tying our assets together. | think the Music Trail is a winner. This is
where you're going to get people that want to come and see something unique, the unique culture
of Southwest Virginia. If you don't think people want to hear it, then you're mistaken. We need
to get the word out on this Music Trail, working with us and the website. | believe that will
greatly increase visitation in that region, and we're excited about it.

Just to recap, we have to focus on coordination, collaboration, focus on what the
customer wants, not what my region needs, but we have to focus on the customer, because they
don't care where those geographic lines are, and I think this slide will demonstrate that. Thank
you, very much, and I'll be happy to answer any questions.
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SENATOR HAWKINS: Thank you. Are there any existing catalogues,
brochures, or something that would highlight those things that you have been talking about as far
as the natural assets that we can look at and try to, something that has a historical piece in it,
something about the wine industry, what kind of inventory do you have?

MS. BAILEY: The inventory that we have is categorized, and even though
we have had some layoffs, we have hired a new programmer for the website, and we are going to
work with the industry to identify their key words, but there is not a comprehensive inventory of
all the assets yet.

SENATOR HAWKINS: Would you do me a favor and work with our Staff
and come up with some sort of catalog of Southside and Southwest Virginia and list the
categories, including all our historical sites, and maybe we can start figuring out how to tie all of
this together. Just developing what's in our areas.

MS. BAILEY: We're certainly pleased to do that, and | think we do have a
lot of that information, and it just needs to be collated. This summer we're working on a white
paper of tourism and economic development, and it will be for the whole state. We are
identifying a lot of the historic assets, and we are going to look at all the programs available to
the industry for either starting a tourism business and expanding or then benchmark with other
regions as they approach development. We are a marketing organization, and we have to have
some type of information out there about development.

SENATOR HAWKINS: In that inventory you could also include
courthouses, as far as historical significance. That is something that we have got to work on and
have that available so people will have a catalog or know where these assets are located. We've
got a lot of them.

MS. BAILEY: Very good, thank you.

SENATOR HAWKINS: 1 appreciate that. Thank you, very much. All
right. Thank you, again. That's very informative.

The next item, | need a motion to approve the Minutes of the previous meeting. It's
been moved and seconded that the Minutes of our March 2004 meeting be approved. All those
in favor, say aye? (Ayes.) Opposed? (No response.)

Are you going to do the Budget now?

MR. CURRIN: Yes, sir.

SENATOR HAWKINS: Delegate Kilgore.

DELEGATE KILGORE: Carthan is going to wait. Tom Arthur, Southside
Economic Development Committee Report, Tom, are you ready?

MR. ARTHUR: 1 can do that. Mr. Chairman and members of the
Commission, on May 11th the Southside Economic Development Sub-Committee of this
Commission met in South Boston where the Staff presented to us thirty-five applications. Of the
thirty-five applications we funded fifteen, we reduced funding on five, no funding on thirteen for
a number of reasons, such as not meeting the long-range goals.

DELEGATE KILGORE: Let me interrupt you. Let me say to the members
of the Commission we do have that in your packet.

MR. ARTHUR: Two submissions were withdrawn and one was to be
presented later on to a different sub-committee. We had an allocation of fourteen million dollars
and we had requests for fifteen point five million dollars, approved eight point five million
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dollars, and there's a balance left of six point zero four nine million to go in a second round,
which we voted on for the fall, and that will be a second round of funding.

We asked the Staff to also meet with the counties not having much success with their
applications and the Economic Development people in those areas, to assist them in presenting
their requests which do not meet our long-term plans and to get them in on time so we will have
a chance to approve them.

Mr. Chairman, that is the Sub-Committee's report, and | move its approval in block.

DELEGATE KILGORE: Mr. Chairman, I'd like to ask that one particular
project be taken out of the block, and that is the Pittsylvania County/City of Danville Regional
Industrial Park Phase I1I.

MR. ARTHUR: | have no problem with that.

DELEGATE KILGORE: We'll take that out of the block. All those in favor
of taking the Phase 11 Pittsylvania County/City of Danville part out of the block, say aye?
(Ayes.) Opposed? (No response.) Do you have a motion to approve the remainder of the block?

MR. ARTHUR: That is correct.

DELEGATE KILGORE: Do I have a second for that motion? It's been
moved and seconded, any discussion or questions from members of the Commission? Hearing
none, all those in favor of the remainder of the block say aye? (Ayes.) Opposed? (No
response.) The Chair recognizes Delegate Hogan on the Pittsylvania County/City of Danville
Phase II1.

DELEGATE HOGAN: Thank you, Mr. Chairman. | would move the
proposal of the Sub-Committee, which was to reject the proposal, and I'm going to make a
substitute motion to accept the amended proposal, and I'd ask Dan Sleeper to speak to that.

MR. CURRIN: Does everyone have the amended version of what he's
talking about?

MR. SLEEPER: While he is passing that out, basically what we had done
is that the County had made an application. I'm Dan Sleeper, County Administrator for
Pittsylvania County, Virginia. Our application went to the Sub-Committee, and we discussed it
at length in the Committee, and there was a split vote. The problem was that it didn't meet the
requirements of the long-term objectives and inconsistent with policy of the Commission. The
application has been amended with the City of Danville's application. We're operating just like
this facility, in partnership, and this one is amended to meet the guidelines and polices of the
Commission, and it is consistent with that policy, and it's fifty percent. It matches the Danville
application that was being approved. We tried to get back into compliance with this application.
The reason we're asking for it to be amended is that apparently at the beginning we missed it,
and this one is in compliance and meets the match for the City of Danville for our regional park.

I'll be happy to answer any questions on it.

DELEGATE KILGORE: Any questions?

MR. ARTHUR: I'd like to state also it's well within their allocation, and
they have money, and it is not anything that is out of the ordinary as far as that money is
concerned. There is a two million one balance in that.

DELEGATE KILGORE: It's well within their allocation?

We had a motion and it was seconded, any other discussion? All those in favor of the
Pittsylvania County/City of Danville Regional Industrial Park Phase 11l being approved say aye?
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(Ayes.) Opposed? (No response.)

SENATOR HAWKINS: Mr. Rosenthal, are you still here? Steve, what I'd
like to ask you to do is that we're running into problems with this indemnification that we need to
solve, and the problem keeps compounding itself. If you could, get together with Mr. Ferguson
and maybe some other people on the Phase | and Phase Il and see if we can put a solution in
place legislatively to help solve this problem so that it does not become a home grown situation.
There are several examples, and there does not appear to be a good, clear answer. I'm sure you
can deal with the problem. If we could figure out some legislation and do an amended, get this
thing working, I don't think we anticipated this originally.

MR. FERGUSON: You're referring to the letter?

SENATOR HAWKINS: Yes.

MR. ROSENTHAL: We'll do that.

MR. CURRIN: Mr. Chairman, at this time if I could ask Counsel to update
the Commission on the issue dealing with the federal buy-out which could have dramatic impact
upon the Commission. I'm talking about the proposed legislation that has been going back and
forth in the House and Senate on the buy-out of the tobacco quota. I'll ask Mr. Ferguson to
address it.

MR. FERGUSON: | don't know of any really new news. I think there's a
feeling that this thing could ebb and flow, and it's probably on a slight up-take as far as the
possibility of some action, as opposed to several weeks ago. Most people here know better than
I do. The problem at this point is primarily in the House, and there are a number of issues that
are still not resolved. For purposes of this particular Commission I'll remind everyone that if
there is a federal buy-out, depending on the year or the method by which they fund the buy-out,
the indemnification obligation of this Commission will be affected, either in whole or in part.
The obligations of Phase 1 are likely to disappear, depending on the way it is funded. Assuming
that it is funded in some way by agreement or tax that would affect the tobacco companies, that'll
surely eliminate the Phase Il payments.

SENATOR HAWKINS: Thank you, sir. The Budget?

MR. CURRIN: Yes, sir.

SENATOR HAWKINS: This is the Budget presentation, and this was the
Budget that was reviewed by the Executive Committee. It's before us today on a
recommendation.

MR. CURRIN: Yes, the Executive Committee has reviewed the Budget and
supported it unanimously, but there is one small change to it that | will address in my
presentation. On behalf of our Staff, | want to thank the Staff of the Institute and also the Staff of
the County and the City that is hosting us and the reception and all the great things they have
done for us here in this wonderful facility.

First, | want to update you on the status of our cash balances. As you recall in April
2002 the Commission changed to a reimbursement basis for grant distributions. Because of that,
and through that process, you can see our balances at this juncture. We received this year’s MSA
payment a couple of weeks ago totaling sixty-three point six million. When added to the six
hundred forty-five thousand received last October and disputed payments, our total MSA
revenue for 2004 is sixty-four point two million dollars, or two hundred twenty thousand dollars
more than budgeted. Interest earnings through the third quarter are approximately a million, one
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hundred nineteen thousand more than budgeted. As in the past, our fourth quarter interest goes
to the general fund, pursuant to the Appropriation Act. The budget passed by the General
Assembly a couple of weeks ago does not contain language to withhold any interest earnings for
the next biennium, including our fourth quarter interest.

Now, let me present to you our Fifth Fiscal Year Budget. The Executive Committee
met on May 5th, in Roanoke, and unanimously recommended a sixty-four point six million
dollar budget that is before you, ninety-seven percent of the proposed budget goes to our
programs and the Commission's five major priorities as outlined in our Long-Range Plan. For
the audience here who is interested in the Long-Range Plan, it is on our website. I'll give you
that address later. Two point two million dollars would be for administration. Subsequent to the
Executive Committee's approval of our Budget, the General Assembly passed a budget that
included a three percent salary increase for state employees, effective November 25th. The
Commission employees are treated as classified state employees for purposes of benefits and
salary increases. The incremental cost of this mid-year increase is approximately eleven
thousand. I'm proposing for your consideration that this amount be added to the administration
budget taken from the two hundred twenty thousand dollars in surplus from the '04 MSA
revenues to balance the '05 Budget, which brings us to sixty-four million six hundred five
thousand. As you may recall, these are the five major priorities of the Commission as outlined in
our Long-Range Plan. The Staff and the Executive Committee, for your consideration, proposes
that we commit a total of twenty million dollars for indemnification, thirteen million of which
will be in flue-cured, seven million in burley. We also propose to you that eight point eight
million dollars be dedicated to technology and telecommunications projects. We also propose to
you that eight point five million dollars will be for innovation and job creation, including five
point five million dollars for the Tobacco Regional Opportunity Fund, Deal Closing Fund, and
three million to go to the Special Projects Committee across the tobacco region. We also submit
to you for your consideration that eight million dollars be committed to the Education
Committee, that seventeen million will be dedicated to regional economic development projects,
fourteen million of which will be dedicated in this Budget for those counties in Southside
Virginia and three million for the counties in Southwest Virginia. This pie chart shows a total
distribution of the proposed Budget.

Mr. Chairman, I'll be happy in a moment to entertain questions from the Commission
on the Budget. | will also ask that after those questions have been asked, that if the Commission
is in line with this proposal, that there be a motion made and appropriately seconded to affirm
the vote to pass this Budget.

DELEGATE KILGORE: Mr. Chairman, we did have a very informal
meeting in Roanoke, and there were a lot of questions asked concerning this pie chart. | believe
the Staff has done a good job on the Budget, putting together a Budget that meets our goals and
our mission. | would move that we accept the Executive Committee's proposal to approve the
Budget.

SENATOR HAWKINS: Is there a second? There is a second. Any
discussion on the Budget or questions to Mr. Currin on the Budget?

SENATOR WAMPLER: Mr. Chairman, I support the motion, and | do
concur with the way the Budget was crafted and about what we're ready to vote on. | would
caution every member of the Committee that we do not actually have on deposit these dollars
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yet. You may recall several years ago when we had the potential of losing that deposit because
of certain unpleasant legal actions in neighboring states. I'd just say that as we go through our
sub-committee process trying to identify those key long-range goals that we have, we ought to
hold some in reserve, just in case something were to happen where those deposits are not made.
I think this Budget adequately addresses the five areas that we have identified. Just don't spend
all the money or obligate the money until it's deposited.

DELEGATE KILGORE: Mr. Chairman, I think I need to amend my motion
to allow for the amendment that the Executive Director had made to include the additions.

SENATOR HAWKINS: Who made the second? All right, the motion is
now to be modified to include other additions.

DELEGATE KILGORE: That is correct.

SENATOR RUFF: Second.

SENATOR HAWKINS: The motion has been amended, any more
discussion pertaining to the budget? It's been moved and seconded the budget as amended be
adopted. All those in favor say aye? (Ayes.) Opposed? (No response.)

Carthan, while we are on the budget | think it probably would be helpful if at the next
meeting or so we could have an update as to how our economic investment money has really
paid off and what we've been able to accomplish, and what those areas that we have invested in
that may be a problem that we need to go back and revisit. We want to make sure what we are
doing in our Long-Term Plan. Right now I can't think of any one example that is potentially
troublesome, but I'm sure throughout the investments we made there may be one or two that we
need to look at. Keep us on track to make sure that we are not doing things we should not be
doing. Hopefully you can have that by the next meeting.

MR. CURRIN: Yes, sir.

SENATOR HAWKINS: Any other suggestions or recommendations
dealing with the budgetary process so far? Okay.

MR. CURRIN: Mr. Chairman, | would like to thank the Staff, and
especially Stephane, for her hard work, our Finance Director, in helping me get this prepared. 1
want to make that clear to the Commission.

SENATOR HAWKINS: No questions about it, the Staff has done a great
deal of work and has helped. This isn't an easy job or an easy thing to do, and we appreciate
everything the Staff does.

MR. CURRIN: Mr. Chairman, there are a couple more things I'd like to
bring to your attention. If you recall, the Commission supported a million dollars for a Capital
Access Program, and the Commission approved a million dollars. The Staff has been working
with the Department of Business Assistance, specifically the Virginia Small Business Financing
Authority, and contacting banks in Southside Virginia. We've received great interest in this
program in a number of banks throughout Southside. At the July meeting I'll have some
additional information and a list of banks that are involved in this program with us. So, it seems
to be moving forward. I'm also working with that Department in doing some press conferences
throughout Southside in this program. I'll be in touch with those members, and especially those
Commission members in Southside.

SENATOR HAWKINS: The presentations with the banks are going on
fairly well, and apparently you have made some headway?
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MR. CURRIN: Yes, sir. As | understand it, we have several projects right
now. You will also recall a million dollars went to the Peoples, Inc. program in Southwest
Virginia, and they are doing similar things there that we are going to be doing here in Southside.

SENATOR HAWKINS: When will the money hit the streets?

MR. CURRIN: As soon as those agreements with those banks have been
established, the money will be transferred.

SENATOR HAWKINS: Any questions dealing with that Capital Access
Program?

MR. CURRIN: Mr. Chairman, the Citizens Committee met over the last
few months and made some recommendations for presentation to the Commission, and you'll
hear a report later on from Mr. Stephenson on their work. The Committee's primary
recommendation to the Commission is that the Commission participate in a strategic planning
retreat. During this time we will discuss a funding strategy, the Commission's process on
receiving and approving proposals, and other related issues. We're proposing we do this around
our October Commission meeting, which is scheduled to be in Clarksville, Virginia.

Bringing you up-to-date on some Tobacco Regional Opportunity Fund awards. Since
January, we've had the pleasure of announcing several awards. As you can see in this and the
next slide, announcements have been made across the tobacco region totaling close to two and a
half million dollars. These announced projects are estimated to create one thousand three
hundred sixty-six jobs and represent an investment of nearly sixty million dollars.

Please take note of the Motorsports Tobacco Regional Opportunity Fund award to
Henry County. This is the first award from the one hundred fifty thousand Special Project
allotment set aside by the Commission for motorsports projects. As you can see, we've paid
more than three point two million dollars in TROF grants and made four point three million in
commitments. We currently have two and a half million dollars, or two point two million dollars
uncommitted in that balance for TROF grants.

Next, I'm pleased to congratulate one of our grantees, Patrick Henry Community
College, on their inclusion in the top ten digital savvy community colleges named by the Center
of Digital Education of the American Association of Community Colleges. You have an article
in your packet on their award, and | just wanted to bring that to your attention.

MS. SMITH: I'm Kathleen Smith, 1 just wanted to say that the tobacco
monies made it possible, and we made a great deal of those, and that has improved our facility
and the technology provided, and we wouldn't have been able to do this and obtain the national
attention that we did without the assistance from the Tobacco Commission.

SENATOR HAWKINS: We're certainly happy to take credit, thank you.

MR. CURRIN: Mr. Chairman, I'd like to introduce Sara Griffith, who is
now our Grants Administrator for the great Southwest. 1'd also like to introduce Paul Puckett,
who will be interning with us this summer from Senator Wampler's location, and he is a rising
senior at the great University of Tennessee.

Mr. Chairman, our next meeting will be in the great Southwest, Bristol, Virginia, on
July 22nd, and I look forward to seeing you all there.

SENATOR HAWKINS: Thank you. I thank you for your update. We're
now ready for the Citizens Committee Report.

MR. CURRIN: I think the Education Committee, Senator Ruff is next.
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SENATOR HAWKINS: All right. Senator Ruff.

SENATOR RUFF: Mr. Chairman, our January Education meeting we
approved a number of education projects. We asked that ten applicants come back and work
with Staff and make some changes and work things out. Of those ten, we agreed to fund to some
degree four of those, Cumberland/Buckingham County Joint Training Center; Patrick Henry
Community College, fifty thousand; Old Dominion University Distance Learning in the science
field so science teachers can be re-certified and obtain certification, which appears to be the
greatest problem that we have right now, particularly with the "No Child Left Behind", and
funded two hundred seventeen thousand with the Department of Education to buy modulars for
GED training.

Mr. Chairman, I'd move that we approve the Committee's report on those four items.

SENATOR HAWKINS: It's been moved, and it's been seconded. Is there
any discussion on the Education Sub-Committee's recommendations, or comments? The motion
is before us, there is a second. All those in favor say aye? (Ayes.) Opposed? (No response.)

SENATOR RUFF: Mr. Chairman, in the Budget we just passed there was
eight million dollars set aside for Education. In view of the present time that students need
funding, | would ask that the Commission go ahead and approve the same three point eight
million for scholarships that we did for the last couple of years and come back to you with the
guidelines in July as to how we do that. We need to move forward, because a lot of these
students are starting to get pressure. We want to expand the Southside program to not only
teachers but some business, technology, engineering, veterinary medicine for large animals only,
and Allied Health science program. Because we are talking about expanding this, we still have
to do a little more work in the next couple of weeks to kind of identify how we are going to
stretch that money, and we believe we will probably grandfather those that are already in the
program, and those that enter into it there will be a little bit less, but we are working on getting
everything together. We'd ask that you give us the approval of the three point eight million and
give us time before the July meeting to work out all of the details.

SENATOR HAWKINS: And do what?

SENATOR RUFF: Go ahead and approve the three point eight and get it
into the Scholarship Fund to start taking applications, and then the actual dollar amounts we'll
come back for certification.

SENATOR HAWKINS: Is that money already there, or do you have to
have a separate motion for the three point eight million?

SENATOR RUFF: We have to have a separate motion for the three point
eight million to come from the eight million that you just approved.

SENATOR HAWKINS: Is that a motion?

SENATOR RUFF: Yes.

SENATOR HAWKINS: Is there a second? All right. Any discussion? All
those in favor say aye? (Ayes.) Opposed? (No response.) Then there'll be a decision at the July
meeting. All right, thank you.

Next is the Southwest Economic Development Committee Report.

DELEGATE KILGORE: Thank you, Mr. Chairman. In our meeting on
Monday, May the 17th in Abingdon at the Higher Education Center we had grant requests from
forty-three applicants for a total of eleven point three million dollars, and we approved two point

CRANE-SNEAD & ASSOCIATES, INC.



O© 00 N O o &~ W N -

A DA B D D W WWWWWWWWWNDNDNDDNDNDNDNDDNDNNDDNDNNNNNRERPRPRPERPERERREREPRERE
A WONPFP O OO NOOOG D WNPEPOOOONOD O PR~ WNPFPOOOOLOUNO OGP oWDNPEO

Full 05/20/04
19 of 23

four million dollars, with two additions that I'll be asking you to approve today. You should have
the Committee's recommendations in your file. Mr. Chairman, we had deferred a couple of them
to today. One was the Barter Theater Foundation. The Committee recommended this morning,
and we did approve the hundred thousand dollars to them, and that is in the addendum. We also
approved the William King Regional Art Center for a hundred more thousand, bringing their
total to two hundred thousand for the Committee recommendation. On the Clinch Mountain
Farmers, we had a change of use requested, and we deferred that until the July meeting in
Bristol, waiting on some documentation from the Clinch Mountain Farmers group. 1'd make a
motion, with the amendment that | made adding the Barter Theater and the additional money for
the William King Art Center, that the Economic Development Committee recommendation be
approved.

SENATOR HAWKINS: 1 understand you are making a recommendation
that your report be accepted with the amendments that you have offered?

DELEGATE KILGORE: With the amendments that are offered.

SENATOR HAWKINS: is there a second?

MR. BANNER: Second.

SENATOR HAWKINS: It's been moved and seconded that the amendment
be adopted, and the recommendation. Any discussion?

SENATOR PUCKETT: Mr. Chairman, let the record show that | would
vote no on the recommendation for the Barter. | support the entire report.

SENATOR HAWKINS: Let the record reflect that Senator Puckett
abstained from voting on the Barter Theater. On the overall economic report, he supports that.
Any more discussion? All those in favor say aye? (Ayes.) Opposed? (No response.)

SENATOR HAWKINS: The motion carries, with the exception noted in the
record, that Senator Puckett abstains on the Barter Theater.

DELEGATE KILGORE: Mr. Chairman, | have one more issue that came
up at our meeting in Abingdon on Monday, the Town of Independence. We had approved some
time ago last year at Longwood College, that Bristol Virginia Utilities be allowed to, | guess, lay
line and do some things in the Town of Independence, and the Town of Independence has come
to our Committee and Bristol Virginia Utilities, requesting that Bristol Virginia Utilities be
released from its remaining obligation relative to the award that was awarded to the Town of
Independence. We'd ask that that be moved to the Town of Independence, that award subject to
the technical review by our Staff, the Tobacco Commission Staff, with subsequent approval at
the July meeting by the whole Commission. | would ask that Bristol Utilities be released and
that money be transferred to Independence upon a technical review by Staff and we will approve
it again.

SENATOR HAWKINS: It's been moved, and there's a second, that we
make the changes in the telecommunication piece dealing with Independence so we can discover
that one size does not fit all.

DELEGATE KILGORE: That is correct.

SENATOR HAWKINS: Any discussion? It's been moved and seconded.
All in favor say aye? (Ayes.) Opposed? (No response.) Thank you, Delegate Kilgore.

Delegate Joe Johnson, Agribusiness Committee.
DELEGATE JOHNSON: Thank you, Mr. Chairman and members of the
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Commission. Mr. Chairman and members of the Commission --

SENATOR HAWKINS: -- Let me interrupt, Joe. Carthan, next meeting we
have, let's make sure we have a speaker system, because this isn't working very well. It's hard to
hear. Thank you. Joe.

DELEGATE JOHNSON: Mr. Chairman and members of the Commission,
the Agribusiness Committee met yesterday, and the business we discussed has been presented
already. Mr. Rosenthal made the two motions as part of our agenda, so I will not cover it again.
We decided that maybe we would change the way in which we looked at the applications for
requests, and Mr. Pfohl will explain to you the recommendation to make.

MR. PFOHL: Mr. Chairman, and just for information purposes, the senior
Staff had a retreat in Charlottesville a couple of months ago, and one of the ideas that came out
of that retreat was to develop pre-application, a two-page short application document that is now
posted on the Commission's website. It's been very helpful to date for us that when folks
approach us about potential Special Projects' requests to have them fill out the pre-application.
Mr. Stephenson and | suggested to the Agribusiness Committee that that might be a good vehicle
for helping with the Agribusiness grant cycle process. What we will be doing over the next
couple of months will be inviting pre-applications to be submitted by July 1st for Agribusiness
proposals. There is about a one and three quarter million dollar balance available for the
Agribusiness Committee. The Committee will meet in July and review those pre-applications
and identify a short list of projects that they will then invite to submit a full proposal to the
Agribusiness Committee. By the October Commission meeting, we expect there'll be a funding
recommendation for a project or two, probably, from the Agribusiness Committee. We'll be
working with our partners, and we'll post that pre-application on our website, and we'll work in
partnership with the Department of Agriculture or the Farm Bureau and other agencies to let us
know about the availability of the pre-application route.

DELEGATE JOHNSON: Mr. Chairman and members of the Commission, |
move that we follow that recommendation.

SENATOR HAWKINS: There is a motion, is there a second? It's been
moved and seconded that recommendations from the Agribusiness Committee be adopted. Any
discussion? All in favor say aye? (Ayes.) Opposed? (No response.)

DELEGATE JOHNSON: Mr. Chairman, if I might just take a moment,
yesterday we had the meeting. To me it was the most interesting meeting that I have participated
in since | have been a member of the Tobacco Commission. On our Committee | think we have
talked about very meaningful things, and it's very exciting, and | hope that we will be able to
follow through with it. It's very encouraging.

SENATOR HAWKINS: Thank you, very much, Delegate Johnson.

Dealing with the problems for indemnification that | have asked Carthan to work on, if
you would make some of your Committee members available to them to go through the real
world problems that we're facing with the inheritance of these indemnification monies, it would
be real helpful if you'd be willing to work with them on that.

DELEGATE JOHNSON: Yes.

SENATOR HAWKINS: Thank you. Next is the Citizens Committee
Report, and | understand Ned will give that. Mr. Montgomery, Ronnie, | asked you to do
something that was very difficult to do, and trying to have ideas about the Commission's growth
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I think is very important. | hope what we have learned from this is that the Commission has
been able to function and understanding it's the Commission itself and all the members being
elected or appointed, and citizen members need to be part of all that. Although I think it's
important to get the viewpoints from our citizen members, it should be an overall discussion for
the Commission itself. | think the recommendations are helpful. I think we need to make sure
that we keep ourselves working together as a Commission rather than being in different sections
of the Commission, which would be self-defeating in the long run, and I want to thank you
because you did an outstanding job.

All right, Ned, if you will give us the report from the Citizens Committee.

MR. STEPHENSON: Thank you, Mr. Chairman. Ladies and gentlemen, as
you are aware, the Citizens Committee was formed last year, and they have met three times.
Their charge was a little bit open-ended, and it resulted in a great many topics coming before the
Citizens Committee. Hearing that, it seemed like it was obvious that the best course was to ask
that the Commission conduct a strategic plan update and bring these topics to the table before
everyone and be sorted out among the Full Commission. So, the Citizens Committee brings a
recommendation today before the Commission that it conduct a Strategic Planning Retreat this
fall in concert with your October meeting in Clarksville. It has been suggested or recommended
by the Citizens Committee that that occur on October 20 and 21 in conjunction with the meeting
in Clarksville,. That we engage a gentleman by the name of John Rosenbloom, who is the past
Dean of the Darden School at UVA as a facilitator in that meeting. The Citizens Committee felt
that might be the most appropriate method inasmuch as the Commission is approximately five
years old and we have a Long-Range Plan that was formed in 2002, and we felt that would be a
time that we could build upon that plan and maybe make some course corrections if they are
indicated. So, I'm bringing that recommendation from the Citizens Committee.

SENATOR HAWKINS: 1 think the recommendation is well made, and also
I think we need to realize that the Commission needs to have a vehicle to deal with problems and
correct mistakes we may have made in the past. | think it is a good idea to go back and review
what we have done in the past and what we are doing to correct those things that we feel like
need correction, or anything else that we need to look at. Any other discussion on having the
facilitator for the meeting? All right, thank you. You'll work with the Committee Chair and be
able to bring together all the discussions you had before the meeting?

MR. STEPHENSON: Yes.

SENATOR HAWKINS: That completes our Agenda. Is there anything to
take up before we go to public comments?

DELEGATE WRIGHT: There was some discussion concerning Mac Bailey
and Bailey's Cigarettes and the MSA agreement concerning legislation over the last couple of
years, the language in the state budget for this Commission to study that issue. My
understanding is that the budget language is not in tune at this time, and | just bring it up for
discussion.

SENATOR HAWKINS: 1 think it is probably something we need to talk
about, and it's dealing with the MSA and making sure that the manufacturers are all playing
under the same rules. There was language, and | do not think it’s relevant, so the argument we
have to deal with does not exist, and it will be back in the capable hands of the Legislature come
January. I'm sure we'll all rest easy tonight knowing that. Having said that, that's where we are.
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DELEGATE KILGORE: Mr. Chairman, as far as the courts dealing with
that, we are attempting to set up a couple of meetings during this year to address or try to get
some agreement on what we're going to do. Senator Puckett and | found out during the General
Assembly that there is more to this than we realized. | think that the Chairman of the House and
the Chairman of the Senate will get moving on that. Once we do that, we'll notify the Tobacco
Commission.

SENATOR RUFF: Mr. Chairman, after we adjourn I'd like to have a
meeting of the Education Committee so we can work out the rest of the details on some of these
Issues.

SENATOR HAWKINS: Fine.

SENATOR PUCKETT: | would just echo the concerns about the MSA
agreement. | think it is important that the Commission be involved in that process, because it
affects all of us. 1 think one of the things we learned during the session is that it would affect the
Commission.

SENATOR HAWKINS: The history of that, to my understanding, is that
there are several companies that are going through the cracks, and there are several million
dollars that are not brought into the system that should be brought in, and that needs to be
corrected.

MR. CURRIN: Mr. Chairman, | wanted to ask Steve if he had any other
information he wanted to bring to the Commission’s attention.

MR. ROSENTHAL: No, I don't believe so at the moment.

SENATOR HAWKINS: Public Comments. Is there anyone from the public
that would like to make a statement about our activities or bring up anything else?

MR. HARVILLE: I'm Coy HARVILLE, Chairman of the Board of
Supervisors of Pittsylvania County. We welcome you to the City of Danville and Pittsylvania
County. We hope that those of you that attended the reception last night enjoyed it, and those of
you that didn't make it, we hope you will come back in the future. Give me a call, and I'll be
glad to arrange a tour for you and take you out, or anywhere else in Danville or Pittsylvania
County you'd like to go. Again, on behalf of the City of Danville and Pittsylvania County and
the citizens of our area, we thank you for the time you spend. We know you put in a lot of hours,
and it's not easy with all the regulations and everything and the rules that you have to deal with.
We are grateful and appreciate your time and attention to the Southside area, and we hope you
enjoyed your visit here today at the Institute and see what we're trying to build here in the
Southside area. Thank you.

SENATOR HAWKINS: Thank you. Anyone else? | want to thank the
members of the public for coming today, especially you people in the education communities and
the community colleges. Education is one of our signature pieces and something we're really
working hard to do. Telecommunications is another piece that we are working very hard on.
Any comments on that aspect of what we're doing, or an update on that? All right. Is there a
motion to adjourn?

MR. BANNER: So moved.

SENATOR HAWKINS: We're adjourned.

PROCEEDINGS CONCLUDED.
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and transcribed the proceedings of the Full Commission Meeting when held on Thursday,
May 20, 2004 at 10:00 a.m. at the Institute for Advanced Learning and Research in
Danville, Virginia.

| further certify this is a true and accurate transcript to the best of my ability
to hear and understand the proceedings.

Given under my hand this 30th day of May, 2004.
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