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Slemp Student Center
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APPEARANCES:

The Honorable William C. Wampler, Jr. - Chairman

The Honorable Isiah G. Hopkins

The Honorable Terry G. Kilgore

Mr. H. Ronnie Montgomery

The Honorable Michael J. Schewel - Secretary of Commerce and Trade
The Honorable Gary D. Walker

Mr. Thomas E. West

COMMISSION STAFF:

Carthan F. Currin, 111 - Executive Director

Tim Pfohl - Grants Program Administration Manager

Britt Nelson - Grants Program Administrator, Southside

Jerry Fouse - Grants Program Administrator, Southwest

Stephanie Wass - Director of Finance

Mary Cabell Sherrod, Manager of Communications and Committee
Operations

ATTORNEY GENERAL'S OFFICE:
Anne Marie Cushmac, Sr. Assistant Attorney General

SENATOR WAMPLER: Members of the Committee, would you
take your seats, please. Carthan, do you want to call the roll?
MR. CURRIN: Secretary Bennet?
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SECRETARY BENNET: (No response.)

MR. CURRIN: Vice-Chairman Dudley?

MR. DUDLEY: (No response.)

MR. CURRIN: Mr. Hopkins?

MR. HOPKINS: Here.

MR. CURRIN: Delegate Kilgore?

DELEGATE KILGORE: Here.

MR. CURRIN: Mr. Montgomery?

MR. MONTGOMERY: Here.

MR. CURRIN: Mr. Owen?

MR. OWEN: (No response.)

MR. CURRIN: Secretary Schewel?

SECRETARY SCHEWEL.: Here.

MR. CURRIN: Mr. Walker?

MR. WALKER: Here.

MR. CURRIN: Mr. West?

MR. WEST: Here.

MR. CURRIN: Mr. Chairman?

SENATOR WAMPLER: Here. Do we have a quorum?

MR. CURRIN: Yes, sir.

SENATOR WAMPLER: The hour is now 4:20 and we're nineteen
minutes behind, but we'll make it up. The meat of the Agenda is about fourteen point
eight million dollars worth of applications with about one point nine million dollars of
funding available. What | would intend for us to do is to save the funding guidelines
until the end of the meeting. | know some people have traveled some distance and have
travel arrangements to make, and we'll try to accommodate their schedule and take those
up the best we can.

Before we do move any further, I'm sure you all have read the Minutes of the
last meeting. Do | have a motion that we adopt the Minutes from the meeting of April
22nd?

MR. MONTGOMERY: So moved.

SENATOR WAMPLER: Is there a second?

MR. WALKER: Second.

SENATOR WAMPLER: It's been moved and seconded that we
adopt the Minutes. Any further discussion? All in favor say aye? (Ayes.) The ayes have
it and the Minutes are adopted.

Are there any questions of the Committee Members before we get into the
actual applications that will be presented by the Staff? The ones that we'd like to take up
in order for purposes of those that have to make travel arrangements, would be the
application from the County of Washington, Sunnyside Community. Let me say this to
the Committee, without objection if it's all right with everyone and the Staff, we won't
vote on them at the time we talk about them but go through them and then go back and
take the appropriate action so we'll have a better idea of what funding is available.
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SECRETARY SCHEWEL.: Mr. Chairman, just so | know what the
starting point is. This was in my packet and | want to be sure | know how much money,
is it a million nine currently? With these applications, | wasn't quite sure what that
meant.

SENATOR WAMPLER: The cash available is one point nine
million and the MSA should be received in April, and we should have additional deposits
in April that would be available for the future. I'm speaking for myself but I don't think
we should spend dollars that we don't have, and that's the reason I kind of set the
parameters up that way. Is that a fair assessment?

MR. CURRIN: Yes, sir. We budgeted those dollars.

SECRETARY SCHEWEL.: When | hear this twelve million eight
hundred ninety-four dollar request and we have one point nine to spend?

SENATOR WAMPLER: Yes, that's right. Any other questions or
comments? Tim, if you'd help us get started.

MR. PFOHL: Thank you, Mr. Chairman. Tim Pfohl, Grant
Manager for the Tobacco Commission. We're going to talk about Sunnyside
Community's application, and then we'll pause for questions on that specific request so
those folks can testify.

Sunnyside Communities, which is a 501c3 non-profit, has requested a hundred
and thirty-five thousand of Special Projects funding to pay for feasibility studies,
architectural and engineering site analysis and then site acquisition for continuous care
retirement community to serve a multi-county region of Southwest Virginia. They
estimate the service area for this community to extend sixty miles or so, and I'll let the
folks that are here speak to that, and they can correct me if that's not an accurate
assessment.

The funding commitments that have already been secured for this project
include fifteen thousand from the Town of Abingdon and fifty thousand from Washington
County. The economic impact from this facility is approximately a hundred and twenty-
two jobs with a private investment of forty million dollars ultimately when built out.

Is there any question about the request at this point?

SENATOR WAMPLER: Have we not funded something before for
a retirement study? Didn't we retain services of someone to enlighten us about this?

MR. PFOHL: Yes, Dr. Mark Fagan of Jacksonville State University
in Alabama is in the process of nearly completing his study on retiree attraction, the
opportunities and incentives.

SENATOR WAMPLER: When are we scheduled to receive that?

MR. PFOHL: Late November.

SENATOR WAMPLER: Any questions of Tim or about the
application from any people that are closely associated with the project that desire to
speak? Are there any questions? Yes, sir, would you come to the podium and introduce
yourself?

MR. LYONS: My name is Dick Lyons and I'm President of
Sunnyside Communities in Harrisonburg, Virginia. We have three continuing retirement
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communities and one is in Harrisonburg, Martinsville and Waynesboro. We've been
looking to work with folks in Southwest Virginia for some twenty years to bring a
retirement community to Southside Virginia. | believe the time has come that this is a
feasible project. We think the economic impact will be good for the entire area. We have
a following with our Harrisonburg facility and folks that have come from Richlands, from
Norton, from Tazewell for many years. As retirement communities grow and folks down
here want an opportunity to stay at home, we believe the way that we've structured our
communities and so forth that there is a viable market, but we need to deal with due
diligence to be sure that that is the case. About twenty-five percent of these kind of
facilities that have been started have ended in some kind of default concerning bonds or
in Chapter 11 because they did not do the proper study and did not anticipate what the
fill-ups would be. We need to take a look at this market and do our work, and that's why
we're requesting some assistance in doing the funding.

As we developed the facilities in Martinsville and Waynesboro the
communities have come forward to help with that. | do not have money for development,
because we in our communities provide this year one million five hundred thousand
dollars of fellowship assistance to people that have outlived their resources. | cannot take
the residents' money who are paying for their care today and spend it on developing
another community. We have always solicited support from the regions and areas where
we look to develop a community and that has worked very well.

Sunnyside ultimately will put in a significant amount of, and accept the debt
for any community that would be built and would ultimately have a major contribution to
any project that is developed. So it's very important that we do these feasibility studies.
I'll be glad to answer any questions about the project.

MR. WHITE: I'm Jack White, and I'm here from Abingdon. I'm
here with Dick Lyons. The group in Abingdon started about three years ago. We talked
about this for twenty years in Southwest Virginia. We tried one here in Norton and found
out we couldn't do it. We've had some doors slammed in our face because they told us we
were too small. You have to realize it's a regional market and not just a county or town,
or a town that you're in. We did a lot of this due diligence before we formed a
partnership with Dick Lyons and his group. We're extraordinarily satisfied that all of the
small communities like this. We have no facility of this sort in far Southwest Virginia or
even in the Bristol area, part of Northeastern Tennessee. People are moving away
because they can't go into one of these, and they're not getting this type of care. | traced
movements back to 1956 and '57 to try to do this. We have developed some in
Washington County and Abingdon and there's a very strong retirement market, if you
will, people are moving in to buy a house. Then ten or twelve years later they can't take
care of a big house, and their health is gone, and they don't have a facility of this sort to
move into. This will complete the retirement package, if you will.

What we're asking this Committee to do is give us an endorsement of this.
We're asking you for what's called seed money. That is the next year what we have to do
before we can take this project to market. If you can help with this | think that the
economic benefits Dick has told you, jobs won't go to Mexico. People will come in and
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spend in the region, and five million dollars is spent on these communities, not counting
individual spending, all right here in the community. We'd be glad to answer any
questions, and we're excited about this.

I'd like to ask, there's a group here on their own of our committee members
from over in Abingdon, so I'd ask them to stand, please. That many people gave up their
time out of their workday and so forth to come and be present at this hearing and
obviously they feel that strongly about it. | hope that'll help emphasize what we're trying
to get across.

SENATOR WAMPLER: Let me redirect your focus on the
economic development and economic impact. This Commission is about creating jobs,
and health care is something we always deal with in this Sub-Committee and in the full
Commission. A little more precisely about why we should invest in a feasibility study
based on the jobs that it would bring, that's what I'd like you to do.

MR. LYONS: | anticipate that the market is such that we will be
able to develop a community of over three hundred residents, and today that would
convert to probably a hundred and thirty jobs. In the eighty years that Sunnyside has
been in business, never had a lay-off. People talk about jobs and it's important that we
have good steady jobs, and we have an opportunity for jobs there that are not only entry
level jobs but nursing jobs, technical jobs, computer, technicians and that kind of thing
that we employ. We have management positions, they're good jobs and they will be here.

I think the job creation is significant, and it's been a real important thing to Martinsville.
As you know the struggles they've had with their economy, and we find we're one of the
stabilizing factors in the Martinsville area with these jobs.

SENATOR WAMPLER: What would the payroll be?

MR. LYONS: The payroll would be about three and a half million
dollars initially to start, yes.

SENATOR WAMPLER: With benefits?

MR. LYONS: With benefits. We have an excellent benefit package.
We're one of the few people in our industry that pays the total cost of health care for our
employees. We have a retirement package, and we're in the retirement business. We
have a double match of people that put up to four percent of their pay into the retirement,
we'll double that to eight percent. So we have good benefits. We have disability
insurance, long-term care insurance, short-term, life insurance, an excellent benefit
package. Our payroll runs around fifty-four percent of our operating expenses. In reality
it's about seventy percent of the cost of what we do over the life span of the building. So,
we're steady and we're here.

SENATOR WAMPLER: Any questions from the Sub-Committee?

MR. WALKER: Have we had an opportunity to review this? With
the money that we're looking at there from Special Projects would that --

SENATOR WAMPLER: -- As | understand the application, they're
trying to not only maximize the Tobacco Commission but other sources of funding and
failure to generate enough dollars in the preliminary study means the project is delayed,
is that right?

CRANE-SNEAD & ASSOCIATES, INC.
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MR. LYONS: 1 think that's fair, and I'm pretty optimistic about this
project, and if you look at community support I think the support on this is that it's an
opportunity to get started on this project. If the Tobacco Commission saw fit to fund this,
we could get moving on it. I'm pretty confident that we have to do it, and if we could get
on with it we could make it happen. It's a matter of having some dollars to do the market
feasibility study and the finance feasibility studies.

SENATOR WAMPLER: Mr. Walker, does that answer your
question?

SECRETARY SCHEWEL.: | don't think Southwest, I don't think
anything has been submitted to us.

SENATOR WAMPLER: MR. White, did you want to add anything?

MR. WHITE: This is the tough part, because once you have your
feasibility studies and the property picked out and all that, then people start coming on
board. This is the seed money to get all of this started, which is always the difficult part
of it. | do want to answer the Chairman's question and say that people come to these
communities with a fair amount of resources. They come with their children educated, so
there's no burden on the local schools. When they are admitted they are guaranteed that
they will be kept for life. As Mr. Lyons said, they spent over a million and a half last
year taking care of people that ran out of resources, and there's no burden on the Social
Services community and no burden on the criminal justice system. If you take out
education, Social Services and criminal justice, they're coming in and they're putting a lot
into the community and taking little out. They even pay for the roads and the cleaning of
the roads in the wintertime. | can't think of a better form of economic development.
Some people said a couple coming into one of these, or two people coming in, is more
than the equivalent of three industrial jobs coming into the community for the total
economic impact. We need to get over this initial hump and once the feasibility is there
and all that, then there'll be private funding.

SENATOR WAMPLER: If there's no other questions, we thank you,
and | hope that you can make your travel arrangements. I'll say to the people that have
traveled a good distance, we're liable to be here for two more hours. For those that want
to stay, feel free to and if somebody wants to stay to answer questions later, that might be
the thing to do. We thank you, very much, for coming.

MR. PFOHL: Mr. Chairman, if I may address a couple of possible
courses of action, and Mr. Walker alluded to one on this request. To refer it to the
Southwest Economic Development, and we're targeting a March 1st application deadline
for that.

An alternative approach that's been suggested is that if the Sunnyside folks
could basically develop a template for conducting a feasibility study for retiree facilities
it might be something that, by removing the numbers that are specific to Washington
County, could be applied in other areas of the tobacco region. We could probably get
from the Commission's investment a filling in the blanks assessment of retiree attraction
feasibility. That's something that's not unprecedented, because the University of
Wisconsin has done fill in the blank on-line marketing analysis for communities. So |
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think it's something that is feasible.

A third approach is that in the application that Sunnyside submitted to us they
basically outline six steps in this phase of their study. Number one is market analysis,
number two is financial, site selection is number three, architecture and engineering for
the certificate of need application, and the contingency course, which is the sixth
component of their request. It's also been suggested that if they had some funding to get
them through doing the market analysis and the financial and site selection study their
answer may not be the answer they're hoping for at that point, and there would not need
to be a commitment from the Commission for architecture and engineering if at that point
the feasibility study indicates it should not move any further. So the first three steps, the
market analysis, financial and site selection, one hundred and five thousand if I'm doing
my math correctly of their one hundred and thirty-five thousand request. I think we have
some possible courses of action there.

SENATOR WAMPLER: We'll go through the applications first.
Senator Puckett, you had two items from Tazewell County that you wanted to speak to.

MR. PFOHL: Do you want me to lead off?

SENATOR PUCKETT: That'll be fine.

MR. PFOHL: The first request is from the Tazewell County
Regional Industrial Park. This is a request that was submitted to us a couple of months
ago, and a fifty thousand dollar request. They've subsequently done some engineering
and feasibility work and have increased their total project cost to two hundred and
seventy thousand, which they're asking the Tobacco Commission for one hundred and
fifty thousand. At this point they're pursuing a multi-jurisdictional agreement, that would
be revenue sharing and economic development agreement for the two neighboring
counties and are pursuing site control for this site, which is a former airport that was
taken out of service in the Richlands area. Additional funding from the Virginia
Coalfields Economic Development Authority was indicated as something they were
anticipating pursuing in their application. Regional Industrial Park Tazewell County, one
hundred and fifty thousand.

The second Tazewell request came from the County Industrial Development
Authority. That is a request for two hundred and fifty thousand to assist development of
a prototype hydrogen powered air support vehicle. Specifically, funding would assist
research by conducting this at Virginia Tech's Department of Mechanical Engineering in
conjunction with the Charlatte of America Corporation. That is to test hydrogen fuel
cells for airline luggage traffic. Funds were needed to develop a prototype vehicle for
demonstration for federal grant sources and compete for Federal Department of Defense
funding. That's two hundred and fifty thousand, the Tazewell Hydrogen Fuel Cell.
Senator Puckett.

SENATOR PUCKETT: Thank you, Tim, and | want to confess |
don't have a long way to travel, but | have a few other things on my plate, that's why |
moved to the front here, and | appreciate the Chairman allowing me to do that.

SENATOR WAMPLER: You're representing us in Department of
Transportation hearings tonight.

CRANE-SNEAD & ASSOCIATES, INC.
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SENATOR PUCKETT: That's at the Southwest Virginia
Community College. I hope | make it there in time. Let me address both of these
proposals, and first I would like to address the industrial site in Richlands and the old
municipal airport. You might recall this was a project that was in the Southwest long-
range plan, this is a regional site. You heard Tim say that we're hoping to involve another
county in this, and also we're hoping to be able to secure some revenue-sharing
agreements between municipalities. You heard him say we've increased the request.

One of the problems that we have with this site is that it is in the hundred year
floodplain area along the Clinch River. Our goal is to move from the one hundred year to
the five hundred year floodplain, which we think would be sufficient to develop this site.
Therein lies the problem with needing additional funding to try to do this. You say why
do you want to put that in the floodplain? | could give you several examples, but the
biggest example of that this is an ideal site with the exception of it is in that hundred year
floodplain, we can buy it at a reasonable piece of money. That's the two things we're
looking at. It has all the utilities available that we need right on site. We will soon have
broadband access to that site. And, looking at the regional site across these two areas in
Southwest Virginia, this because of the initial cost of land is one that was attractive to us,
and the possibility that we could get it out of the floodplain and have a usable site that
has all of the utilities and infrastructure that we need to develop this site.

Mr. Chitwood is here with me today if you have any particular questions from
an engineering standpoint. This is for a feasibility type study for preliminary
engineering, because we've got to convince some people that we can raise it from the
hundred year floodplain to the five hundred year floodplain.

I'll be glad to answer any questions or refer it to Mr. Chitwood.

SENATOR WAMPLER: Any questions from the Committee? |
think we want to ask someone from the Coalfield Authority if the Coalfield Authority is
willing to participate.

SENATOR PUCKETT: We think he will participate, would you like
to comment on that Mr. Yates? Recognizing his comment is all in consideration of what
we're able to do, we're not at that point yet, but we're trying to get there. This is Charlie
Yates.

MR. YATES: Mr. Chairman, we're very supportive of this project
and anticipate putting in substantial funding into the development of this park. We have
long sought a regional park in the northeastern area of our service area combined with the
Duffield Park and the Cumberland Plateau Regional Industrial Park. It's the only park
now that would have the potential of having rail service industry in our region. I think
it's very, very important for an investment in the future. 1 think the Coalfield Authority
probably will be putting probably a couple of million in this park. We do have some
problems that prohibit us from doing a feasibility on it, but we're behind this a hundred
percent.

SENATOR WAMPLER: Thank you, very much. Questions of Mr.
Yates? Senator Puckett, anything additional you want to add?

SENATOR PUCKETT: No, unless someone has a question, | think
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that'll do it. Rick, do you have any comments you'd like to make. | guess not.

The second project that you heard Tim talk about is fairly new and is
something that we have an opportunity to be a part of. It is a cooperative effort along
with Virginia Tech, a research piece of the fuel cell development. I'm not the engineer on
this, but Rick Chitwood might want to comment about this.

One of the things you have to realize about this is that we've got to sell this
idea to the federal people, and the President has already spoken about this in The State of
the Union, that this is something that they are looking at. Virginia Tech is not the only
one working on this, the State of Georgia is using tobacco funds and working with
Georgia Tech to try to do the same thing.

This is Rick Chitwood of Thompson Engineering. Also with me is the
Chairman of the Tazewell County Board of Supervisors, and he might want to comment
also.

MR. CHITWOOD: Thank you, Senator Puckett, and Mr. Chairman.
Jim Spencer, the County Administrator, was unable to be here today. He's been working
very closely with Charlatte on this project, and Senator Puckett said it was a very unique,
exciting project for Tazewell County.

To be frank with you, some of this is above my head when you get into it, but
it has a lot of strong support from the State of Georgia and Virginia Tech, but I've got
some other people here, and | think they can address this from the standpoint of Tazewell
County.

MR. GRIFFIN: Thank you. The Tazewell County Board of
Supervisors supports this project. We've met and talked with Virginia Tech and Georgia
Tech and the University, and | think it would be a great asset to get this project off the
ground. The military wants to use it and get away from the old pontoon type things, this
has a lot of potential. I'd ask you to consider that very much. Thank you.

SENATOR PUCKETT: Thank you. Let me say one thing I'm very
familiar with, that this project is not one that creates immediate jobs for Tazewell County,
but Charlatte is a company that has invested in Tazewell County, and they are committed
to expand if we can convince the right people that this is worthwhile. Job potential is
there in the future if we are successful in doing what we're hoping to do here. I'd be glad
to try to answer any questions you might have.

Let me add one other thing that Rick commented upon. This is another effort
by the people in Southwest Virginia to kind of get away from the coal industry and
converting our coal people that can do some of these things mechanically into a new field
of opportunity. | thank the Committee and thank you, gentlemen.

MR. PFOHL: Going back to the top of the Agenda and your Staff
report. The Boydton Community Health Facility has a request for three hundred fourteen
thousand seven hundred ninety-five dollars. And, that was originally submitted as a
Southside Economic Development project this past spring and was referred to Special
Projects in April. The funds would be used to complete the buildout in the Boydton
Courthouse Square area that is a community health facility that is renovating a block of
historic buildings. It's essentially funded by a USDA loan and the Virginia Historic Tax
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Credits have been used to generate equity for the project. They're asking us for three
hundred fourteen thousand eight hundred dollars to do site work activities, including
demolition, paving, sidewalks, lighting, utilities and landscaping. Five buildings in the
block, and three of which can be used for medical purposes, and two will be restored for
commercial use.

SENATOR WAMPLER: Didn't we hear this at Berry Hill?

MR. PFOHL.: It was referred to you about forty-eight hours before
the Committee meeting. The applicant was there and presented some information, and
you tabled the discussion because your Committee had not seen the application.

SECRETARY SCHEWEL.: What's the status of the project now, or
what's happening with it now?

MR. PFOHL.: The status of the project is basically under way. We
asked the applicant for some updated information, and we saw a draft of it and did not
see the final version of that. The status basically now is any grant by the Commission
would be used to reduce the principal of the USDA loan amount. It would reduce their
monthly debt costs from the USDA loan.

MR. FERGUSON: Tim, if you know, the applicant is Boydton
Community Health Facility, Inc., not the IDA?

MR. PFOHL: Right.

MR. FERGUSON: | know in other cases you've indicated that the
501c3, is this one not?

MR. PFOHL.: | should have indicated it's a 501c3.

SENATOR WAMPLER: Any other questions concerning the
application?

MR. PFOHL: The Roanoke River Service Authority Regional
Water Project is a two hundred sixty-six thousand request. There is some additional
information, and we asked the applicants for some maps indicating the service area. It
was mentioned in the application the Bracey and River Ridge areas. We asked for a
graphic indication where that is so we can get a feel for where it relates to commercial
and residential zoning. They want to complete an eleven point eight million dollar
regional water project that involves two counties and three towns. The project at this
time has been funded by four state and federal agencies, plus the participating locality.
This additional cost will help them complete the construction of water intake on Lake
Gaston, water treatment, storage and transmission facilities.

SENATOR WAMPLER: Any questions on this particular project?

MR. WALKER: Was this project before Southside?

SENATOR WAMPLER: Mr. Pfohl?

MR. PFOHL: Not to my knowledge, never been submitted to
Southside Economic.

SENATOR WAMPLER: If there's anyone who wishes to speak
concerning this project we'd be delighted to hear from you.

MS. FRENCH: I'm Joyce French, Southside Planning District
Commission. Based on conversations with different commission members in our area we
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determined this application should be submitted to the Special Projects Committee
because it is a regional application. It involves two counties and four towns. One of the
towns is in Brunswick County and Mecklenburg, the Town of South Hill, the Town of
Boydton and the Town of LaCrosse. As Tim said the total project was almost twelve
million dollars. Of that twelve million approximately seven million of it has been in the
form of a loan. We're not looking to this money to pay off that loan in any sense, because
that'll be covered with revenue. As the project has gone along, and being such a massive
project, working with the Corps of Engineers on the intake was not an easy process, and
there were changes that came about that were not anticipated, everything from intake to
the actual treatment plant. Right now we have overruns of four hundred three thousand
three hundred seventy-five. We're requesting two hundred sixty-six thousand in tobacco
money to complete and finalize the project. There's computer and software equipment
that needs to be acquired at the plant, there's some tweaking that needs to be done inside
the plant. This work is ready and going under way, but there is no way to pay the
contractor, but it has to be completed. We're actually pumping water, but there are
problems with the water flow, and that has to be addressed. The localities are going to
put in a hundred and forty-seven three seventy-five in addition to the seven million loan
that they're paying debt service on. This project serves seven industrial parks and does
circulate the Gaston River Ridge area, which is the commercial developing area down on
Lake Gaston. The important thing to note is that this does serve seven of Mecklenburg
and Brunswick's industrial parks. Without the treated water we would not have been
able to develop those parks. We talked about one way to raise the money, and that would
be raising the water rate, and I'm sure that's something that would be coming to the
Committee. 1 just got yesterday the water study and the Town of Brodnax, which is a
small town in Brunswick County, for five thousand gallons of water their bill is twenty-
seven dollars and fifty-nine cents. Big Stone Gap for example, there's is fifteen fifty,
Danville's is twelve dollars and seventy-five cents and Marion’'s is fifteen dollars and
ninety cents. You can see that at twenty-seven dollars and fifty-nine cents a small
poverty-ridden town, there's no way that they can raise their rate so people are able to
afford treated water. We had to go to treated water because of other problems. We have
done everything we can to bring together funding, trying not to have to ask you all for
money, but we're down to the end on an eleven million eight hundred forty thousand
dollar project, and we need two hundred and sixty-six thousand from you all, please.

SENATOR WAMPLER: Any questions from any of the Committee
members? Any other comments on this project?

MR. PFOHL: No.

SENATOR WAMPLER: Move forward.

MR. PFOHL: Southside Business Initiative is an eight million six
hundred and eighty-four thousand dollar request for a three-year commitment to start a
regional economic development marketing coalition with venture capital funding. The
marketing component of the request is two million two hundred ninety-two thousand
over three years, including staff for the Southside Initiative. Plus that includes contracted
consultant, activities to conduce business prospecting, cooperative advertising,
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publications. The venture capital fund component is six million, three hundred ninety-
two thousand to provide seed capital for staffing, outreach and so forth. We
communicated to the folks on the board of the Southside Business Initiative the problems
we have, because we have almost an eight point seven million dollar request and we have
one point nine million in cash on hand with another four million that won't be available
until next April. I think they have representatives here and have maybe a counter
proposal for funding that would get the program started in an operating capacity.

SENATOR WAMPLER: We have not capitalized a venture for both
Southside and Southwest for a million dollars?

MR. PFOHL: We made a small award of seventy-five thousand
dollars to People Incorporated in Abingdon for a true venture capital fund. We made an
additional award of one million to people-based community development financing for
small business financing of loans. We've got a little over a million in small business
loans to Southwest. Earlier today the Southside Economic Development Committee
moved forward with a proposal for one million for the capital access program, Southside.

SENATOR WAMPLER: In terms of the two applications we have
addressed, part of what they're asking for would be within the two regions, is that fair?

MR. PFOHL.: Yes.

SENATOR WAMPLER: Mr. Yates.

MR. YATES: My name is Todd Yates, and I'm here on behalf of
Jerry Gwaltney, who is the Chairperson of the Board of Directors for the Southside
Business Initiative. The Southside Business Initiative is a group that is looking to move
forward with a comprehensive marketing plan for the entire Southside. Twenty-four
localities, and of the twenty-four localities fifteen of them already signed up for this, and
there's nine that have not. Six of those are in the heartland group and two in Nottoway
County by themselves. We're waiting for responses from them. Of the localities signed
up it represents seventy-eight point four percent of the population of Southside. The
request that's being asked for now is six hundred thousand in total. The forty thousand is
for the contracting economic services, and there's an additional forty thousand for
administrative services and then five hundred twenty thousand for marketing and
advertising initiative. This will include everything from a one eight hundred number to
market the entire Southside region, a local Web site, comprehensive regional brochures
can be downloaded off the Internet as well as marketing, advertising and placement of
Southside messages. We'll be contracting a telemarketing firm.

SECRETARY SCHEWEL.: Is that a one-year request, current year?

MR. YATES: That's correct, Mr. Secretary, this is a one-year
request, and this is something that will be evaluated on a monthly basis for the
regeneration, and then at the end of one year it will be assessed to determine how we can
move forward or if it works at all.

SENATOR WAMPLER: Any questions?

MR. WALKER: Following up on what the Secretary said, does that
mean you'll be back next year? If it works are you going to come back next year?

MR. YATES: Yes. If this works and if it's very successful. What
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we're looking to do is not create an agency that will take the place of Virginia Economic
Development Partnership or any other regional initiative that are there. This is to
complement those initiatives and hopefully result in regeneration. For our city alone
we're in double-digit eleven point one percent unemployment right now, so we're looking
at anything that will help that effort.

SENATOR WAMPLER: The Chair will offer a couple of comments
if you'll bear with me for just a moment. | worked in the Southwest on two similar
applications, and we didn't have the money to do the venture capital side. That's an issue
for another day. Originally, these folks wanted a three-year commitment, and | said we
don't know if we can pay our bills six months from now much less twenty-four or thirty-
six months down the road. | would say the merits of these two proposals are consistent
with the guidance of the Governor and the Secretary. If we can generate a lot of our own
leads, probably a function of the times we're operating in. We have to redouble our
efforts to reach those leads. If we wait on the State to produce all of our leads, have more
of what we had over the last two or three years. These are the two regions trying to pull
themselves up by their own bootstraps. It's a one-year commitment and then be evaluated
and then may not merit funding for a second go-around.

MR. CURRIN: Just for a moment, Mr. Chairman, and piggy-
backing on the Chairman's comments. The Staff looked at this very hard. Your Director
strongly supports both of these. There are other marketing entities in the Commonwealth
of Virginia. Every economic development director | speak to tells me, from Lee County
to Greenville, we don't have enough prospects. If we want to generate new opportunities
we've got to give these folks the tools to do it.

MR. YATES: There's a ten-member Board of Directors, two ex-
officio members on that Board. The first ex-officio member is Tom Arthur from the
Tobacco Commission, that is a position for the Chairman of the Southside Economic
Development Committee, and that'll be rotated. Then second ex-officio member is from
VED.

SENATOR WAMPLER: We're familiar with Mr. Arthur, and thank
you.

MR. PFOHL.: The parallel proposal that you mentioned, the
Southwest Virginia Economic Development Alliance, the request is two hundred eighty-
five thousand. For the first year funding for the Regional Marketing Coalition, also a
venture capital program. Target industry study, marketing missions, outreach materials
and administration are included in the marketing component, and that request is two
hundred thirty-five thousand one hundred five dollars. Small business financing and
venture capital of two hundred fifty thousand was requested. Mr. Flannery from
LENWISCO is here to speak to that.

MR. FLANNERY: Thank you, Tim. Mr. Chairman and members of
the Committee, this is somewhat modified from the original application that we
submitted. We removed the financing component, which I think the Southwest Virginia
Economic Development group funded an initiative of around a hundred thousand for
some type of financing mechanism, which basically took care of that portion. The piece
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before you is a request for two hundred sixty-five thousand, which really mirrors what
Mr. Yates was saying for Southside.

I want to recognize my colleagues over here and indicate that we have a
hundred percent buy-in in the burley area. This is a marriage between the Virginia
Coalfields Economic Development Authority's marketing arm, the Virginia Southwest,
and I'd like to have these gentlemen stand up, and they've worked hard on this. Then we
have the Mt. Rogers area and Mr. Hall is the Director up there. That's our corridor area.
Because the burley area does not overlay planning districts one, two and three, we have
Floyd County, and we've engaged them, and we're going to include them as part of the
process and worked out an arrangement with them. This is a proposal and a cluster
analysis market study, and we have specific projects. Some of the companies we're going
to call on include some initiatives that we were happy to discuss in a meeting last week
with Secretary Schewel and Governor Warner. Mr. Secretary, | think these are consistent
with some of the ideas that you threw out there. Our request is for two hundred sixty-five
thousand, and it's a one-year request. If there is money in years two and three it'll be
slightly reduced from that, but we're ready to go, and our team is in place.

SENATOR WAMPLER: The two sixty-five request an adjustment
in the meeting last week at the Governor's Office where they suggested additional funds
for certain activities.

MR. FLANNERY: The Governor indicated it would be his
preference to do certain things sooner, and we heard that, and so we put that together.

SENATOR WAMPLER: The Staff's recommendation is two thirty-
five and modified to two sixty-five, and that would accommodate you?

MR. FLANNERY: Yes.

SENATOR WAMPLER: Questions for Mr. Flannery?

MR. PFOHL: The Mt. Rogers Planning District Commission -
Regional Water Project is a three hundred eighty-two thousand dollar request for
engineering for a water system that'll serve the Town of Independence, Grayson County,
Virginia along with the Town of Sparta, North Carolina and Alleghany County, North
Carolina. The study that was referenced in the request that you received by the
Commission this past Friday. We have some more specifics of development options for
that study. The treatment and intake facilities could be located on the Virginia side or the
North Carolina side. We have some more specifics about users and water demand and
projections and so forth for the system. We'll address those questions as well we can, and
we have a large and complex engineering study to review.

SECRETARY SCHEWEL.: What is the timing on this? Were there
wells involved?

MR. PFOHL: The seven wells that Grayson County has been using
and Independence on the Virginia side and three are already inactive and they are subject
to incidences contamination and several other problems of a technical nature involving
chemicals.

SENATOR WAMPLER: Whether North Carolina becomes a partner
in this venture remains unclear. It's logical for them to partner with us, but we're not
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going to wait on North Carolina to decide whether they want to do it or not. Grayson
County has to have an additional source to have industrial development. These dollars
would be driven or actually designed to not only serve Grayson County and the Town of
Independence but the new corridor being developed bypassing Route 58. We waited so
long, and we waited on North Carolina, and if they don't want to participate we're going
to move on.

SECRETARY SCHEWEL.: | don't understand the source of funding.

Is that contained in the feasibility study?

MR. PFOHL: The report we just received goes through a list of
potential funding sources, and yes, federal and state sources including VACD and the
Virginia Drinking Water State Revolving Loan Fund are listed as potential sources for
construction funding. They state in their request that they will not come to us for any
construction funding.

SECRETARY SCHEWEL.: Those sources are available for
construction funding and also available for the feasibility study funding?

SENATOR WAMPLER: The short answer is with the Health
Department this would mean that this project would be in a ready-to-go status and go to
the front of the line when it comes time for construction. Short of the General Assembly
earmarking dollars for the projects we've done in the past this jump-starts construction.
Construction could be financed through other sources.

SECRETARY SCHEWEL.: If we were running out of water
tomorrow and we needed to do this fast, would there be money for that?

MR. BARBER: The detailed engineering design costs which this
could cover, can be included in some of the grant loan funding sources, but as the
Secretary said, if you wish to go to the head of the line type of thing, a fast track project,
then additional funding for the detailed engineering studies is required.

SENATOR WAMPLER: All right, let's move to the next project.

MR. PFOHL: The Administration announced the Motorsports
Initiative in August, research and design facilities, engine fabricators, specialized
machine shops, racing controls and instrumentation makers, race car teams, and other
businesses that support and supply the racing industry. The Commission in its July
meeting got a request for two hundred fifty thousand funding for the Tobacco
Commission's role in the Motorsports Initiative. | sent that dollar figure to this
Committee for discussion and a structure for implementing use of those funds. The Staff
would propose that the funds would be awarded in a fashion similar to TROF, Tobacco
Commission TROFD, Tobacco Region Opportunity Fund and Deal Closing grants. The
Staff has said if a company is new to the region and is willing to create at least five new
jobs with a private capital investment of at least two hundred fifty thousand dollars that
would be a minimum threshold for them to be eligible for the Motorsports Initiative
grant. The cap for a grant initially was suggested as fifty thousand, and a counter
proposal of a cap of seventy-five thousand might be more appropriate. We're also
proposing that the current TROF voters, which according to the guidelines we have the
executive director and three commissioners that vote on our deal closing grants. The
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Staff is proposing that those four TROF voters would make decisions on who would
receive or would be pre-approved for one of these Motorsports Deal Closing grants.

SECRETARY SCHEWEL: There's a number of issues or
discussions that we have had and comments on the deal closing. We don't have an arrow
that very easily picks up smaller companies that are below the Governor's Opportunity
Fund grant, except for in this initiative we have a small business working to secure some
money to the tune of about two hundred fifty thousand to the extent that someone meets
the requirements, this involves two and a half million dollars of capital investment. 1
think in this one it's twenty-five jobs, then the GOF would also be available. What we're
doing is recruiting machine shop and engine builders, et cetera, then the other money that
goes in along with this, work force, small business financing.

SENATOR WAMPLER: Any questions from the Committee?

MR. PFOHL: The way the Deal Closings have been structured is
that there's a performance agreement that's signed with the company that says that within
thirty months they commence creating the required minimum number of new jobs and
invest the private capital that they're committed to. There's a thirty-month time frame
with both the GOF funds and our Deal Closing TROF.

The Lee County Economic Development Authority is requesting six hundred
and ninety-six thousand one hundred dollars for the Lee County Airport. The Economic
Development Authority is asking us for construction funds to complete the financing
puzzle for additional facilities. That includes terminals, hangars, taxiways, parking areas.
The airport serves Lee and Scott Counties and some neighboring states, and the project
costs one point seven million, and the balance of the funding is one point one million.
There are funds committed from the Department of Aviation. Mr. Long is here. Any
questions?

SENATOR WAMPLER: Where have we lost most of our business
to?

MR. PFOHL: Tennessee.

SENATOR WAMPLER: Thank you, very much.

MR. LONG: Gentlemen, my name is Ken Long with Lee County
Virginia. | appreciate the opportunity to come and talk to you today. My County
Administrator is here also. We've completed construction on our runway. Lee County is
at the very tip where Kentucky, Tennessee and Virginia meet. \We're seeing a lot of
prospect activity, and others are interested in putting a hangar facility on this airport, but
all we have now is a runway. We've got some commitments from the Department of
Aviation, but due to the budget crunches Lee County is unable to do the in-kind matches.
You can see that we need a terminal. When people come in, we'd like to be able to show
them a little bit about Lee County and see what's going on. We need the ability that when
a plane flies into Lee County it can stop and fuel up and be able to move on somewhere
else. We need the airport, and that would help open up a lot of activities. Economic
development is at kind of a standstill, but we feel that due to the airport, our industrial
park is close by, which is about fifty miles away from an airport, and this would be an
ideal place for our County to grow. I'll answer any questions.
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SENATOR WAMPLER: Are you in any projects with
the other counties?

MR. LONG: Lee County is a regional player, we play with all
Southwest's seven counties. We do anything we can to generate business for Southwest
Virginia and create jobs for our communities. We had Mr. Barber down, and Joe
Gillespie flew down here a few months ago. In the past it took them almost a day to
drive to Lee County. Now they have an opportunity to fly in and take their time and see
what's going on. Fifteen minutes compared to eight hours, I'd rather have the eight hours.

SENATOR WAMPLER: Tim, the amount the Staff recommended is
how much?

MR. PFOHL: We took a look at what would be required to match
the Department of Aviation funding, and that was approximately two hundred and
seventy thousand. It's suggested that the Virginia Resources Authority may be able to
provide financing to complete the required amount for construction.

SENATOR WAMPLER: How much cash from Special Projects did
we agree to do?

MR. PFOHL: Two hundred and seventy thousand.

MR. POE: Mr. Chairman, I'm Dave Poe, County Administrator.
The Board of Supervisors realized the importance of this and has appropriated three
hundred thousand dollars toward building a hangar this current year, a little over a
million dollars being supported by the Virginia Department of Aviation. Those of you in
the General Assembly and familiar with funding know that all state agencies very similar
to this have many more requests than they have funds. All of these funds are not
committed at this time. This is state eligible funding. At the present time we have a
commitment from the state for two hundred and forty thousand for taxiways. At the
August Aviation Board Meeting they would not even consider the sixty-four hundred
dollars that we need in the terminal study. They had five hundred and some dollars left in
their fund after that meeting. So, we have a long way to go.

SECRETARY SCHEWEL.: We started at six ninety-six, and the
number we recommended is two sixty-five?

MR. PFOHL: Two seventy. That's the match required for the
aviation funding.

SECRETARY SCHEWEL.: Then the two hundred and twenty-six or
four hundred and twenty-six, what happened to that?

MR. PFOHL: We're suggesting that the Virginia Resources
Authority have aviation funding.

SENATOR WAMPLER: Any other questions?

MR. LONG: Thank you, appreciate your time.

MR. PFOHL: The Halifax County Industrial Development
Authority has presented a request for one million two hundred fifty thousand for the
Virginia Institute for Performance Engineering and Research, the acronym of VIPER.
Funds would provide equipment and operation and maintenance funds for a facility that
will be operated by Virginia Tech and VIR to conduct University research and
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mechanical engineering and offer engineering and testing services to motor sports teams.

Applications have also been submitted to Southside Economic Development
Authority, five hundred twenty-five thousand dollar request. The County IDA has given
us a heads-up that they intend to apply for Southside Economic Development Fund out of
the '04 grant cycles this spring in the amount of a hundred and forty-five thousand.

The VIPER project is the one we spoke about earlier in Southside Economic
Development. They're asking for a separate component to be funded from Special
Projects, and basically that is the equipment so that they can do the testing arm. This
portion is a separate part of their overall picture of that project.

SENATOR WAMPLER: | was absent from the Southside meeting.
What guestions did Southside have on this particular project?

MR. WALKER: What was that figure, five sixty?

MR. CURRIN: Yes.

SECRETARY SCHEWEL.: On the personnel costs, or is that the
equipment on this project?

MR. PFOHL: Actually, they used the same spreadsheet, Southside
and Special Projects. What Special Projects is being asked to pay for, there's no
personnel involved with that, and it's purely equipment and one year of operations and
maintenance for the facility.

SENATOR WAMPLER: Is the Small Business Financing Authority
an option for this?

MR. PFOHL: We showed this request to Small Business Financing,
and they're very interested in participating in this project.

SECRETARY SCHEWEL.: | haven't talked to Small Business
Financing, but it's not obvious to me how this fits. They don't lend to public entities, and
in this case the County is not asking for a loan here. I'm not sure how the SBA fits in.

MR. PFOHL: I'm not sure about the SBA limitations about that, but
this is one of many issues about the structuring of this project that probably needs to be
examined further.

SENATOR WAMPLER: Small Business Financing Authority could
loan for a for-profit entity.

SECRETARY SCHEWEL.: But the grant application is non-VIR.
As | understand it VIR is putting approximately nine hundred thousand of their own in
this project in the form of land and a shell building, and then lease to the applicant who
would outfit it and put in machinery and all the stuff that they need, then turn or lease that
machinery to Virginia Tech or others.

SENATOR WAMPLER: | heard the Virginia Tech analogy briefly.
Is there anyone that has any comments, or is there any further discussion or anyone that
wants to speak on this?

SECRETARY SCHEWEL.: | have a question on this. | understand
one machine costs seven hundred fifty thousand.

SENATOR WAMPLER: Tim, what did Southside do?
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MR. PFOHL: Southside tabled the five hundred twenty-five
thousand dollar request until the next Commission meeting under the premise that if
Special Projects didn't fund the equipment for the facility there would be no VIPER.
They're waiting to hear what your Committee recommends.

SENATOR WAMPLER: Mr. Walker?

MR. WALKER: Is there a general life expectancy on this
equipment?

MS. NYHOLM: The general life expectancy of the technology is
probably seven years. The idea is to work with the manufacturer, and the technology is
changing, but the idea is to take advantage of it when it's here and when you have the
competitive equipment. One NASCAR team, you might not want to do it, but the more
you get the better off you are.

SENATOR WAMPLER: Scott, do you have a comment?

MR. MORRIS: I'm Scott Morris from Halifax County Industrial
Development Authority. We're the applicant for this project, and something we talked
about earlier is that this particular project, the numbers in the application state that over a
five-year period an estimate of nine hundred and thirty-three jobs and a hundred million
in salaries could be created in the Southside region based on putting this type of project
in place. If the state is creating a new motorsport initiative to benefit the twenty-seven
tracks throughout the Commonwealth going from Bristol to Richmond, this particular
initiative or the one piece throughout the Commonwealth is going to be missing the
research component. This takes an activity that doesn't exist anywhere in the Southeast
and puts equipment in place that allows the Commonwealth to create research and
development opportunities to move this forward. | understand there's a limitation on
funding at this point in time, but I can say that if we would fund a portion of this project,
we have to have the ability to come back and use those funds for leverage to seek other
funding. We'd also like to leave open the opportunity to come back for additional
funding for the remainder of the project. We don't want to simply say we have to fund
the entire project or nothing at all. The whole thing can't move without the entire
funding, because you have to have the ability and you have to have the equipment, but
with some leveraging funding we could move forward with the opportunity to go some
other places and say can we get additional funding, as long as we have the opportunity to
come back for future funding in future funding cycles from the Commission.

SENATOR WAMPLER: Any further questions?

MR. MORRIS: The one thing that's out there that's very important
about this project is that this project from day one brings jobs to Southside. It's not a two
years later this might happen type of thing. Today people would be moved into
Southside, and as soon as the equipment is in place they would start working, creating
jobs and opportunity, not five or two years from now.

SENATOR WAMPLER: The hour is getting a little late, so let's do
this very briefly.

MR. MEHDI-AHMADIAN: My name is Mehdi-Ahmadian, and I'm
a professor at Virginia Tech, and I'm also the Director of our Advanced Laboratory. The
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VIPER Initiative is a unique initiative in terms of bringing a lot of the capability that we
have at Virginia Tech together with the assets in Southside Virginia and VIR and so forth.
As lot has been talked about as far as the economic development side. I'd like to speak
to a couple of different matters.

In terms of the fact that we are using funding that is before this Committee,
asset funding, to go after much longer federal funding as well as private funding. On that
issue let me share with you a piece of information. | had a chance to have a meeting with
representatives from Goodyear Tire, as well as Ford Motor Company, and | received
some very good enthusiasm if we put this VIPER Project in place. After that meeting and
listening to everyone and the availability of their participation, and they said they'd like
to be a part of it. In fact, we'd like to partner with you guys and make available some of
our very expensive machinery that they've got for testing different kinds of vehicles and
could be available to us as part of the services that we would offer the automotive
industry as well as to racing. When | asked them about the size of business that they
would potentially see coming to something like this if it was in place, they said let me
give you an example. It was stated that one plant that they were working on and the
amount of testing they have to do outside of Ford is about three-quarters of a million
dollars. There's actually no reason if this all was in place we could not bring that
business to you guys. The only question was would you have room for expansion that
they could fund and put up more buildings, secure the facility, and so forth. It's the kind
of business they could bring to us. We're really excited about all of this, we really see a
potential source of business. On a person level let me add that | have committed a great
deal of my life to this project in terms of, split myself between the campus of Virginia
Tech and Southside Virginia. Atwo and a half hour drive, and that's not a small
commitment. Thank you.

SENATOR WAMPLER: Thank you, very much. Anyone else that
wishes to speak on the matter?

MR. PFOHL.: The Staff recommended that the VIPER Project
should be required to submit evidence of an effort to obtain conventional or small
business financing for equipment. We recommended potentially some gap financing of
equipment costs that would not be funded by conventional lenders or VSBFA lenders.

SENATOR WAMPLER: That's contingent on a host of other things,
gap financing would assume lots of other things were taking place.

MR. PFOHL: Regarding the Southside Economic Development
Fund.

SECRETARY SCHEWEL.: This is not something that's going to be
funded conventionally. The VSBFA doesn't fund this kind of thing. I don't think the
Staff's recommendation, in all due respect, makes sense in that context of this project.

SENATOR WAMPLER: We'll get to that in a moment.

MR. PFOHL: We got a phone call today from Virginia Tech
requesting us to table the request for the bi-state partnership, so that, left aside, completes
the description of all the requests.

SENATOR WAMPLER: It doesn't. Would you go to the second
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page and look at what Staff has returned to various applicants? Southside and Southwest
should see those, and I guess that's something that will go through the Economic
Development phase. There was a decision from Staff, and | don't think it's regional in
scope and probably deserves attention from the other Economic Development
Committee.

MR. PFOHL: Yes, sir.

SENATOR WAMPLER: We're at a point where we need to place
some type of dollar amounts to the projects that are before us. There's one point nine
two-two million dollars available. 1 would also add that we have never spent every dollar
we had. In fact, in both of the two regions we have used significant dollars for Special
Projects to close deals that didn't meet the Governor's Opportunity Funding or TROF
funding. If we spent all one point nine, which we probably will today, it doesn't leave us
any discretion between now and in April when our next deposit is made. Having heard
that, Tim, why don't you resume the podium, and the Committee operates on motions, do
I hear a motion on the first project?

MR. WALKER: | move that we accept the Staff's recommendation.

SENATOR WAMPLER: What was the Staff's recommendation?

MR. PFOHL: Recommend denial of the Boydton Community
Health Facility.

SENATOR WAMPLER: Another way of saying that is take no
action.

MR. PFOHL: Thank you, the Staff appreciates that.

SENATOR WAMPLER: Is there a second? It's been moved and
seconded, any discussion? Hearing none, all in favor of the motion, taking no action,
signify by saying aye? (Ayes.) Opposed, no? (No response.) The ayes have it, that
motion carries.

Next item, please.

MR. PFOHL: Roanoke River Service Authority, the Staff
recommends partial funding of up to a hundred and fifty thousand due to potential impact
on economic development in the 1-85 corridor.

SENATOR WAMPLER: Is there a motion to adopt the Staff's
recommendation for a hundred and fifty thousand dollars?

SECRETARY SCHEWEL.: Mr. Chairman, | have a question.

SENATOR WAMPLER: We'll take the motion off the table for a
moment.

SECRETARY SCHEWEL.: When it comes to the end of this, then
the question is going to be how much money is available. Will we be able to readjust at
the end?

SENATOR WAMPLER: Two points, Stephanie is inputting the data
as we speak. If we do the Staff recommendations we will be at about one point eight
eight two million dollars, or something close to that. The bottom line, Mr. Secretary, is
we'll have to adjust.

The motion before us was that the Staff's recommendation, one hundred fifty
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thousand for the Roanoke River Service Authority, it's been moved and seconded that
recommendation be adopted. Any discussion on the motion? All in favor of adopting
that motion, signify by saying aye? (Ayes.) Opposed, no? (No response.) The ayes
have it, and that motion is adopted.

The next is Southside Business Initiative.

MR. PFOHL: The Staff's recommendation of funding for the
marketing component will not exceed six hundred thousand dollars.

SENATOR WAMPLER: Mr. Secretary, do you want to modify that?

SECRETARY SCHEWEL.: Five hundred fifty thousand.

SENATOR WAMPLER: You want to make that as a motion, up to
five hundred fifty thousand? It's been moved and seconded that an amount up to five
hundred fifty thousand be allocated to Southside Business Initiative.

MR. FERGUSON: Mr. Chairman, since you're modifying the Staff's
recommendation, is it otherwise the same and only the dollar amount, since there's
contingencies and so forth?

SENATOR WAMPLER: Without objection the Chair observed that
it would remain consistent with the application, and what Staff recommended is just the
dollar amount that has changed. Without objection from the Committee, that is the
motion. That's been moved and seconded, all in favor of adopting that signify by saying
aye? (Ayes.) Opposed, no? (No response.) The ayes have it, and the motion is adopted.

Next is Southwest Virginia Economic Development Alliance.

MR. PFOHL: The Staff recommended two hundred thirty-five
thousand, and there was an additional request from Mr. Flannery to add thirty thousand
for the Motorsports Initiative marketing that was discussed with the Governor last week,
and this total came to two sixty-five.

SENATOR WAMPLER: Is there a second? It's been moved and
seconded that that motion be adopted without further discussion. All in favor signify by
saying aye? (Ayes.) Opposed, no? (No response.) The ayes have it.

Next one.

MR. PFOHL: The Mt. Rogers Planning District Commission
Regional Water Project, and the Staff recommended funding of engineering design for
Virginia portions of system not to exceed two hundred thousand dollars.

SENATOR WAMPLER: Everybody understand the project, is there
a motion? The Secretary moves, is there a second? It's been moved and seconded the
Mt. Rogers Planning District two hundred thousand be adopted. All in favor signify by
saying aye? (Ayes.) Opposed, no? (No response.) The ayes have it, and that is adopted.

Next, Tazewell County Regional Industrial Park, amount requested a hundred
and fifty thousand. The Staff's recommendation, a hundred and fifty thousand. Is there a
motion?

MR. MONTGOMERY: So moved.

SENATOR WAMPLER: Is there a second? It's been moved and
seconded that one hundred fifty thousand be allocated for Tazewell County preliminary
engineering and site design. All in favor signify by saying, aye? (Ayes.) Opposed, no?
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(No response.) The ayes have it, and that motion will be adopted.
The Governor's Motorsports Initiative. Staff's recommendation, two hundred
fifty thousand.

SECRETARY SCHEWEL.: Mr. Chairman, in light of the shortness
of funds at this time, | would move to make that a hundred fifty thousand.

SENATOR WAMPLER: Is there a second to the motion? It's been
moved and seconded the amount of a hundred and fifty thousand dollars to Motorsports
Initiative be awarded. Any discussion? All in favor signify by saying aye? (Ayes.)
Opposed, no? (No response.) The ayes have it, and that motion is adopted.

Next is two hundred seventy thousand, which is the Staff's recommendation for
the Lee County Airport.

MR. MONTGOMERY: So moved.

SENATOR WAMPLER: It's been moved and seconded that the
amount of two hundred seventy thousand be awarded to the Lee County Airport. Without
further discussion, all in favor signify by saying aye? (Ayes.) Opposed, no? (No
response.) The ayes have it, and that's adopted.

Next is Halifax County.

SECRETARY SCHEWEL.: Mr. Chairman, I move that we allocate a
hundred and fifty thousand to the VIPER project.

SENATOR WAMPLER: It's been moved that we allocate or award
a hundred and fifty thousand dollars to the VIPER project. Is there any discussion?

MR. WALKER: Mr. Chairman, I assume we're going to receive
some money in April, and will we be able to revisit this project, or is this the final shot at
it?

SECRETARY SCHEWEL.: It's not my intention that this be the
final go at it, given the nature of it.

SENATOR WAMPLER: Before Mr. Ferguson asks me a question,
what are they going to spend the money on, | know it fits within the application that's
submitted.

MR. MORRIS: The primary purpose of this is to start-up for the
equipment, research and the marketing and develop a business plan and the equipment
that's needed to support this. That's the seed money to get people working on this
business side of the project, also some site work.

SENATOR WAMPLER: We would allocate these dollars on a
reimburse basis for administrative overhead and site development.

MR. MORRIS: A business marketing person.

SENATOR WAMPLER: Administrative overhead and marketing?

MR. MORRIS: Yes, that's the concept.

SENATOR WAMPLER: Are you comfortable with that? What is it
you're going to allocate and reimburse?

MR. WALKER: 1 thought I understood from the conversation they
needed one point two to get the thing done. Are we going to get anything back for our
money, or are we just going to get a plan and they won't go any further?
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MR. MORRIS: I think what we would do with those funds, and the
next time we come back we'll know more, more defined business plan, who's going to be
there and when they're going to be there and who's going to be working on this. When
we come back for more additional funding we'll be more prepared in terms of what you're
going to get for your money. You're going to get a better qualified project when we come
back.

SECRETARY SCHEWEL.: | would agree, like any of these
feasibility kinds of things, there's some change in order to end up with a plan. If
Sunnyside is not a good idea and we can't afford a water system in Grayson and we need
to have a business plan for VIPER.

MS. NYHOLM: We know it's a good idea, and we can take it to the
next level, but we need the first step.

SENATOR WAMPLER: The Chair's going to take it a step forward
and say I'll bet you if it didn't come out of Southside’s hide and we had plenty of cash we
would do the project. What | hope will be justified with this expenditure is that the
project will generate X number of jobs and so much capital investment. If you don't have
that by January when we revisit this subject again we can look at it in a different light. 1
can be totally wrong here, but that's the Chair's opinion.

The motion before us is to allocate a hundred and fifty thousand to Halifax
County Industrial Development Authority, the VIPER project specifications. Is that clear
enough? Is there any discussion? Hearing none, all in favor of adopting the motion
signify by saying aye? (Ayes.) Opposed, no? (No response.) The ayes have it, that
motion passes.

Next is the Virginia Tech Economic Development Assistance Center, and we'll
table that, without objection.

Next is the Sunnyside Communities. Tim, take us through your course of
action, what the minimum investment from this Committee would be, keeping in mind
we're looking for jobs and what is the gap in the first series of studies that we can find.

MR. PFOHL: For the first three steps to complete marketing
analysis, financials and site selection is a hundred and five thousand dollar cost. We
currently have sixty-five thousand from local development, and I'm not sure what the
constraints on those funds are. They'll be used in subsequent phases, assuming local
government is in the same position as us, that the feasibility be demonstrated, one
hundred five thousand is the local commitment; that leaves forty thousand as the gap.

MR. WALKER: Can we meet that, or will that take us that close --

MS. WASS: -- Thirty-seven five forty-six.

SENATOR WAMPLER: The recommendation if we wish to adopt
that course of action, forty thousand. Mr. Montgomery, did you want to make a point?

MR. MONTGOMERY: | make a motion that we fund the forty
thousand.

SENATOR WAMPLER: There's a motion to adopt the forty
thousand dollar recommendation for Sunnyside feasibility studies. Is there a second?

SECRETARY SCHEWEL.: Second.
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SENATOR WAMPLER: There's discussion on the motion. Mr.
Walker.

MR. WALKER: I have a substitute motion, that we send it to
Economic Development for their consideration, and they can fund the project.

SENATOR WAMPLER: The substitute motion is that we refer this
to the Southwest Economic Development Committee, the forty thousand. Is there further
discussion on that motion? Without hearing any, all in favor of adopting the forty
thousand dollars to the Sunnyside Communities for feasibility study, signify by saying
aye? (Ayes.) Opposed, no? (No.) It's the opinion of the Chair that the ayes have it, and
the motion carries.

The last item is the Tazewell County Industrial Development Authority for
Development of a Hydrogen Powered Air Support Vehicle. The Staff's recommendation
was that no action be taken.

MR. PFOHL.: Yes.

SENATOR WAMPLER: Without objection, that will go by today.
Any other projects, Tim, that we have to address?

MR. PFOHL: Guidelines for Special Projects.

SENATOR WAMPLER: Keep this discussion as briefly as you can.

Before you do that, Tim --

MS. WASS: -- About fourteen hundred dollars.

MR. PFOHL: The next item is Guidelines for Special Projects. The
Special Projects Committee has not been functioning with guidelines that have been
approved by the Committee or the Full Commission. The Staff drafted some guidelines
as a beginning point for a discussion. They were mailed to the Committee, and they're in
your packet, also sent to the Full Commission. The guidelines express what the
Committee's intent is, what they envision Special Projects as being and who would be
eligible to apply and the matching fund requirement, application process; instead of
reading that to you, I'm ready for questions.

MR. CURRIN: It's apparent at certain times that some applicants
apply for funding when they should be going to the Southside or Southwest Economic
Development Committee and so forth. We believe it's helpful for better operations for
this Committee and for the Commission as well, and that's why we ask that some action
be taken today regarding this subject.

SENATOR WAMPLER: Frank.

MR. FERGUSON: | was just going to say that from my point of
view, having some sort of guideline always makes decisions easier to make, assuming
that you're following them. And | have one slight amendment | was going to suggest. At
the end where you say application process and applications are accepted at any time and
then the asterisk, that would be on a form. | would add in that last sentence in the
parenthetical at the very bottom, and | would include in that the burden is on the
applicant to show why he should be considered at that point in time as opposed to putting
the normal grant cycle to use for the other, because part of the reason we have Special
Projects is so that we can address things that come up between the grant cycles that might
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otherwise be available. That would justify that, along with these other things. When the
forms are developed there'd be a place in the forms that requires them to explain what the
immediacy of the project is and why it's justified to be considered right now as opposed
to three or four months from now.

SECRETARY SCHEWEL.: And I don't think the applicants, if you
look at the three projects we've looked at today and the Southwest Economic
Development Alliance, Southside Business Initiative and the Motorsports Initiative, |
don't think any of the other ones would meet this criteria. | only make that point so that if
you're uncomfortable with that outcome | think we should discuss it.

MR. PFOHL: Let me mention some of the feedback we've gotten
when we distributed the draft guidelines. In the first point at the top of the page, it's been
suggested that we remove the word entire from the phrase that says projects that provide
potential positive impacts across the entire tobacco region of Virginia. Secretary Schewel
suggested we remove the word entire and replace it with the word substantial, or
something to that effect.

The other item that's been suggested is in the middle of the page under
ineligible activities for funding. Infrastructure or projects for water and sewer,
telecommunications, transportation, agribusiness or education unless the proposal
involves the active participation or education, funds that we already have with other
committees. Then the italicized portion says, unless the proposal involves active
participation of four or more tobacco region localities. The Secretary has asked us to
consider putting the word three instead of four, three or more tobacco region counties and
cities.

SECRETARY SCHEWEL.: If we have one county and three towns,
that seems to me regional as we're trying to get, perhaps, as regional as it can get. So
then | was proposing if that does not work, | was trying to get out of one county, three
towns.

SENATOR WAMPLER: Bear with me as | trespass on your time.
The water project, it's hard to lay linear footage from one county to the next and harder to
get from one county to the next, and most of the region water projects are done within the
county and when you try to link towns. That's the incentive | at least thought we tried to
do, whether it's this fund or others. | would define a locality as any political subdivision,
whether it's a county or a town or a city. | think that we can probably look at three rather
than four. | would leave it at locality, and | would say | would leave it at three. That's
just a suggestion, I don't know what the Commission would say. Tim, why wouldn't that
work, have three or more tobacco region localities?

MR. PFOHL.: I think the only scenario that could be a problem
there, a Southside county and two of its towns could submit a project that would meet the
strict interpretation and yet also would be eligible for Southside Economic Development.

SENATOR WAMPLER: In my neck of the woods sometimes it's
hard to get two towns to trade nickels. I'm sure we've experienced that in the great
Southside also. If we could provide a financial incentive to get them to work together,
we've done some things that are good. 1'd say three or more tobacco region localities.
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MR. WALKER: Let them do that, then we don't have to --

SENATOR WAMPLER: -- Why don't you recap what you think we
told you, let you work on it tonight and then present it before the meeting tomorrow.

MR. PFOHL.: If I understand correctly, we'll strike the work entire
from the first bullet at the top of the page and then present it under ineligible activities, as
three or more tobacco regional localities are involved. On the form to be developed we'll
place the burden of proof on the applicant to show the Commission why this request
should be considered in this source of funds.

SECRETARY SCHEWEL.: Mr. Chairman, the reason to strike the
entire Southwest or Southside, | did not propose to strike it entirely or a portion.

MR. FERGUSON: Mr. Chairman, striking the words the entire and
a substantial portion of, is that right?

SENATOR WAMPLER: Yes. Tim, sleep on it, and you can bring it
up tomorrow. Any other matters to come before the Committee? A very sincere thanks
to Staff and everyone who had a part in doing all of this and who had the backbone to tell
various people this probably didn't fit within the accepted projects, and | hope that by
adopting these guidelines we'll have an easier administrative burden otherwise. Thanks,
everyone.

PROCEEDINGS CONCLUDED.
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