May 30, 2008

TO: ADB Administrators and Staff

FROM: Tony Brannon, Chair, Kentucky Agricultural Council
cc: KAC Executive Committee

RE: Supplemental Information to KAC Proposal

Thank you for the feedback recently provided by your office on the funding proposal submitted by the
Kentucky Agricultural Council (KAC), that would allow the KAC to obtain professional staff support to help
direct and implement activities to implement the statewide, broad-based and comprehensive strategic plan
developed by our organization.

First and foremost, it is worth repeating...The Kentucky Agricultural Council is proud of its efforts in
developing the Strategic Plan for Agriculture “A Pathway for Kentucky’s Agriculture and its Rural
Communities: 2007-2012 Strategic Plan”. This initiative was started as a project of the Executive Branch of
state government and “handed-off” to the KAC for development. Now that this very comprehensive plan for
agriculture has been developed, some entity must take the leadership for implementation. The most
important and relevant question is “If this effort is not led by the KAC, then who is going to lead?” The KAC
stands ready, willing and able to lead this effort but this voluntary organization of industry leaders
desperately needs the Agricultural Development Board’s (ADB) help. The continuing implementation of the
strategic plan can be another tool that the ADB can utilize to assist in meeting the goals of its long term plan.

Secondly, the KAC has committed to move toward self-sufficiency by agreeing to attempt to raise $25,000 as
“skin in the game” to support our continuity and ongoing support of the Strategic Plan.

We have taken some time to carefully consider the additional information you requested, and are pleased
through the memorandum below and the attached document to respond to the questions your office posed.
We hope this will provide the needed clarification to achieve a full understanding of the Project Application,
Scope of Services and Budget documents we submitted previously.

REVIEW OF CORE ASSUMPTIONS

Change in Mission and Role of KAC

In considering our request to the ADB for funding support, it is important to appreciate that
historically the KAC has been a 100% volunteer-driven organization, with no professional staff
resources. Over its more than 30 years of existence, this structure has served its members
adequately, as the organization was seen as primarily playing an informal coordinating and
communications role between and among the State’s agricultural interests.

However, the changing circumstances of Kentucky agriculture since the Tobacco Settlement and
federal buy-out of Tobacco brought new needs and opportunities to light. This situation crystallized
around the request made by the former Governor and the state’s top Ag leaders for the KAC to take



on the role of preparing a new Strategic Plan -- an effort designed to bring all of Kentucky’s
agricultural interest together and create a roadmap of goals, objectives and specific implementation
activities to improve the long-term viability and competitiveness of Kentucky’s agricultural economy,
and of the rural communities whose fortunes are so inextricably intertwined. With some $25,000 in
financial assistance from the ADB (as well as a small grant from the Kentucky Agriculture
Department), this was accomplished through the 2007 year -- culminating in the public release of the
adopted strategy publication by Governor Beshear in January 2008.

The experience of the KAC Executive Committee and membership in carrying out this complex and
time-consuming initiative had, to put it mildly, a galvanizing effect. We recognized that by working
together and speaking with one voice, representing all segments of Kentucky agriculture, we were
able to achieve a consensus vision, a focused agenda, and to produce tools for communicating the
needs faced by Kentucky’s farmers and rural community leadership to legislators, the media and the
public at large. However, through this process two things became clearly evident:

e  First, that without the modest level of professional staff and operating expense support that
KAC had been able to obtain with the ADB funding, it was unlikely we could have achieved a
result of such high impact and effectiveness; and second,

e thatin order to sustain the efforts of the KAC in reaching out to involve a broad base of
Kentucky agricultural interests -- and especially in order to ensure that the new Strategic
Plan does not “sit on the shelf” where such plans so frequently end up -- some type of
ongoing professional staff support would be required.

The KAC Executive Committee has strongly committed to its members and to Kentucky’s agricultural
interests broadly that our organization will stand behind the new Strategic Plan and ensure that its
key goals and objectives are implemented. Our leadership also recognized that reaching out to
continue to involve Kentucky farmers and others -- such as agricultural educators, ag-related
businesses and institutions (as was done for example by holding 6 public forums across the state
during the planning process) — would require a different kind of effort by the KAC. It is one thatin
our opinion requires professional expertise covering a broad array of skill sets related to
organizational management, agricultural policy, strategic planning, and communications and
educational techniques to reach the various audiences identified by the Pathway for Kentucky’s
Agriculture and Rural Communities 2007-2012 strategic plan.

Transition from Historical KAC Role: Interim Management to Business Plan Development

While convinced of the need for professional resources, KAC's leadership also recognized that the
leap overnight from being 100% volunteer-run to a new operating model along the lines of
traditional trade associations needed to be carefully thought through and planned. We are
confronted simultaneously with an acute sense of urgency regarding the Pathway 2007 -2012
strategic plan -- our need to sustain the momentum achieved earlier this year; and with an
awareness that transitioning the KAC to a professionally-managed basis is a complex affair that
involves a great many stakeholders, not to mention potentially substantial costs. Some caution and
due process is in order, and a Business Plan to guide our future development is a must.



Therefore, we have adopted a three-pronged approach to drive us through the transition process
over a two-year timeframe. Our request to the ADB for funding assistance, and the activities
outlined in the Scope of Services, are based this approach and its key assumptions as follows:

1. Immediate Focus on Strategic Plan Implementation Activities

This is “Job One” for the KAC Board and Executive Committee.

KAC has begun to organize a committee structure aligned with the six focus areas of the
Pathway strategic plan: Ag Production & Marketing; Agri-Energy; Education; Public
Awareness; Rural Communities; and ADF / Supporting Government Actions. In order to
properly mobilize these committees and engage their volunteer members in the work of
implementing the Plan’s key provisions, professional as well as administrative support is
now needed. The committees need to be backstopped by expertise in the diverse policy
and technical areas they are seeking to address, as well by professionals seasoned in
ways to achieve effective interactions with our many stakeholders -- ranging from
individual farmers and agribusinesses to educators, the media and government officials.
A key goal of the KAC leadership from the outset of our strategic planning process was
to encourage all KAC member organizations to also formally ratify or adopt the key
provisions of the Pathways 2007 — 2012 as part of their own strategic plans. This effort
will receive priority attention as part of the proposed ADB-funded activities.

A full description of the tasks to be accomplished is contained in Exhibit 1 / Scope of
Services that accompanied our original application.

Key milestones of this effort will include creation of a Year One Report Card assessing
progress with the strategic plan’s goals, and development of an Updated Strategic Plan
and/or Year 2 Action Agenda.

KAC’s commitment is to continually update the plan and keep it relevant. Therefore,
wide dissemination of these results to various agricultural stakeholders across the
commonwealth will be critical to maintain the momentum of the Pathways 2007 — 2012
initiative.

2. Conduct Independent Organizational Development Feasibility Study & Prepare Business
Plan

In our view, the ultimate organizational focus, structure, operating procedures and
budget for the KAC need to evolve rationally from the role it has assumed as “steward”
of the Pathways strategic planning effort, and to reflect the core competencies that the
organization requires on a going-forward basis with respect to longer term
implementation of the Pathways 2007 — 2012 plan.

At the same time, the KAC's leadership understands that in many respects, we are an
“association of associations” and that in order to remain viable any organization must
first and foremost serve the needs of its members. The Feasibility Study will help the
KAC leadership determine what organizational structure, role, services, functions etc.
the organization should provide on an ongoing basis, based on an objective independent
assessment of needs and opportunities identified by Kentucky’s agricultural
organizations and stakeholders.

(For example, some smaller or newer agricultural organizations may be in need of
shared administrative services that they would be unable to afford individually. Some



established organizations may see functions they would prefer to outsource or share
with another organization.)

Additionally, the feasibility study must test the financial viability of an organizational
plan, based on one or more scenarios in terms of a set of roles and responsibilities that
have been validated by KAC’'s members and key stakeholders. If a dues structure is put
in place, KAC must know that it will be realistic and supportable over time.

Further detail on elements of the Feasibility Study and accompanying Business Plan has
been provided in Exhibit One / Scope of Services. Deliverables will include
recommendations for future organizational roles and responsibilities, a detailed
operating budget, identified sources of funding, and job description[s] for any
prospective management.

3. Provide General “Association Management” Services to KAC Pending Outcome of
Feasibility Study

The primary focus of this grant request is on, a) providing the resources for KAC to
sustain the momentum of the Pathways strategic plan — including producing its first
Report Card and Update; and, b) undertaking a professionally-guided feasibility study to
determine how the KAC should evolve as an association to serve the needs of its
members longer term. However, the third “prong” of our strategy calls for KAC’s
members, board and executive committee to be assisted by professional support for its
general activities during the process and timetable required by these prior efforts.
It is anticipated that as the KAC evolves and reaches a decision-point following
completion of the Feasibility Study and a determination by KAC leadership how they
wish to proceed, some form of ongoing association management is a likely scenario that
will be pursued (whether full-time, part-time, shared with other organizations, etc., as
recommended by the Feasibility Study).
Prior to the resolution of the organization’s future through the Feasibility Study and
subsequent Business Plan, professional support functions need to be provided on a
regular basis including at a minimum the following:
staffing of KAC regular meetings;
representing KAC at external meetings that it’s volunteer leadership is unable to
attend; or accompanying KAC volunteers and assisting in their preparation to
address agricultural related policy issues;
drafting written materials and Powerpoint presentations for use by KAC
leadership in communicating with their various constituencies;
maintaining, updating and upgrading the KAC website as a communications tool
and expanding its reach within Kentucky agriculture;
seeking to provide any value-added services needed near-term by KAC
members, especially smaller associations that lack staff;
monitoring of state, federal and local agricultural-related issues and keeping the
KAC leadership and member informed as to their implications; and
generally helping to raise the visibility of the KAC across the state by providing a
more consistent and sustained professional presence.



Approach to Meeting 2-Year Professional Service Needs of KAC
This grant proposal is based on KAC taking the 3-pronged approach described above, namely:

a. maintaining the momentum and carrying out the commitments made regarding the
Pathways 2007-2012 Strategic Plan;

b. conducting a feasibility study to determine what shape and direction the future KAC should
take; and

c. meeting the KAC's organizational needs during the interim period of up to two years.

Therefore, we view the proposed support services as neither “full-time” nor “part-time”. Rather,
KAC would seek to meet these objectives through an application process to identify qualified
professional consulting services experienced in association management and strategic planning, with
expertise in agricultural policy and current operational issues affecting agriculture.

We believe this is a sound and prudent course, given the diverse range of issues that the Pathway
2007 — 2012 strategic plan seeks to address; coupled with the complex and sensitive issues that
must be dealt with in taking an enterprise such as ours from a volunteer-driven and ad hoc culture to
the anticipated professionally-managed status, including how it will interface with its 50 existing
members (in terms of missions, operationally and financially) and identifying the basis for its long-
term financial viability.

OTHER GOAP STAFF QUESTIONS / ISSUES
lllustrative First Year Quarterly Timetable / Deliverables

Consistent with the Assumptions and Approach outlined above, and the level of detail provided in
Exhibit One Scope of Services, we anticipate a calendar of activities to be performed by the
professional management generally as follows (please refer to the Scope document for additional
detail):

Year 1 / Quarter 1 (September- December)

e Confirm and operationalize Pathways’ committee structure

e Identify Champions to provide ongoing leadership of key Goals / Actions

e Monitor and assess progress on Priority Policy and Legislative Actions

e  Work with KAC Leadership on process & procedures to drive Plan implementation and
accountability; determine which KAC members have adopted the Plan and which others
additionally should be asked to do so

e Start regular communication of progress to KAC members and targeted audiences regarding
Strategic Plan and other relevant issues

e Organize, plan and staff all KAC regular Quarterly meetings

e Begin Feasibility Study process with “environmental mapping” exercise to identify building
blocks for feasibility (see Scope)

e Begin Fund raising for self-sufficiency



Y1/ Q2 (January, 2009 - March)

Organize, plan and staff Pathways’ committee meetings

Create Report Card on Strategic Plan’s progress on one-year anniversary of Plan adoption
Identify top “Critical Success Factors” (CSFs) for 2008-2010 plan implementation period
Assist KAC in providing new content for current web site

Continue regular communication of progress to KAC members and targeted audiences
regarding Strategic Plan and other relevant issues

Seek to complete the process of adopting the Pathways plan by KAC Members
Organize, plan and staff all KAC regular Quarterly meetings

Conclude “environmental mapping” exercise and create summary preliminary report of
Feasibility Study findings for KAC management

Create Case Statement document for KAC leadership, containing go/no-go
recommendations for evolution of KAC to permanent professional management

Y1/ Q3 (April- June)

Work with KAC leadership and membership to update Pathways strategic plan, consistent
with “living document” pledge

Publish and disseminate new edition and/or executive summary of updated Plan

Develop / strengthen internet mechanism(s] to foster cohesiveness of Kentucky’s farming
community

Begin efforts to provide heighted public awareness of KAC, consistent with Pathway core
recommendations

Continue regular communication of progress to KAC members and targeted audiences
regarding Strategic Plan and other relevant issues

Organize, plan and staff Pathways’ committee meetings

Organize, plan and staff all KAC regular Quarterly meetings

Assist KAC leadership in review of policy options with respect to future organizational
direction, funding strategies, etc.

If decision to proceed with creating permanent / ongoing professional support capability is
made, consulting management will work with KAC leadership to prepare complete Business
Plan for first two years of operation (see Scope for additional detail)

Y1/ Q4 (July- September)

Continue development and broaden use of internet mechanism[s] to foster cohesiveness of
Kentucky’s farming community

Continue to heighten public awareness of KAC through Pathway core recommendations
Continue regular communication of progress to KAC members and targeted audiences
regarding Strategic Plan and other relevant issues

Continue to organize, plan and staff Pathways’ committee meetings and all KAC regular
Quarterly meetings

Assist KAC leadership in completing development and securing buy-in to Business Plan;
secure initial financial pledges and membership commitments.

Assist KAC leadership in conducting executive search for permanent management staff
based on adopted scenarios.

Present Annual Report for consideration of Year 2 funding.



Year 2’s detailed action steps and priorities will be similar in character to those outlined above,
updated and confirmed by the KAC Executive Committee as the first year’s experience demonstrates
what activities have been completed and which are in need of further attention; or which new goals
or objectives will have been identified as a result of the Feasibility Study / Business Plan process.

Itemization of Expense Budget
At this time, KAC is estimating a need for a monthly budget to cover General Administrative
Expenses related to the program outlined above.

Expenses to be covered in this category would support the direct work of the professional
management staff engaged to implement the Grant activities, include copying; postage; direct
meeting expenses such as facility rental or supplies; web site development or upgrade costs
(including design); and travel, lodging and meals. (Does NOT include food or travel expenses for KAC
members.) KAC will require itemized receipts and documentation for reimbursement of any such
eligible expenses, and/or will require advance approval for any major non-routine items.

(NOTE: KAC has historically been the beneficiary of considerable donated services from various state
agricultural agencies and/or higher educational institutions, e.g. support for maintaining data bases
and mailing lists, provision of meeting spaces, and mass mailings to KAC members and/or large
agricultural constituencies across the state. KAC will review these arrangements with the GOAP or
other agencies in light of the proposed grant, to determine the most effective and appropriate
manner in which these activities and their attendant costs should be covered in the future, given our
mutual goals. Also, using the IRS guidelines as a maximum amount, each meeting of the KAC
contributes $25,000 of matching funding to support our efforts.)

It is assumed that extensive travel throughout the state is essential in order to carry out the activities
in the proposed program, and we are anticipating an uncertain future as relates to fuel costs. Every
effort will be made to work efficiently through conference calls and internet communications;
however face-to-face communication with diverse stakeholders and even the general public is
fundamental to many aspects of this program and its potential for success.

Additionally, KAC anticipates needing to reprint additional copies of the current Pathways 2007 —
1012 plan, and/or to publish a plan update or documents such as an “executive summary” of an
updated plan and/or a “Report Card” on the first year’s plan accomplishments. We are requesting
57000 to cover direct costs of design and production of print materials associated with the strategic
plan over the 2 years.



