MINUTES
NORTH CAROLINA ECONOMIC DEVELOPMENT BOARD

Durham, North Carolina

February 22-23, 2006
On Wednesday, February 22, 2006, the North Carolina Economic Development Board met in the City of Durham, and began the afternoon with a windshield tour of the nearly $320 million Merck investment in Treyburn Industrial Park, followed by a visit to North Carolina Mutual Insurance Company’s Heritage Room.  Wednesday evening, Board members heard from Paul Pope, Vice President of Community Affairs with the American Tobacco Historic District about the restoration of that project and had a chance to view some of the restored buildings on the campus.  The reception and dinner was held at the Symposium Café on the American Tobacco Campus.
At 8:40 a.m. on Thursday, February 23, 2006, Chairman Whichard called the meeting to order.  He said it was no coincidence that the Board was meeting in Durham during Black History Month and that the City of Durham is so rich in African-American history with valuable contributions to North Carolina and the nation. He introduced The Honorable Bill Bell, Mayor of the City of Durham.

Mayor Bell welcomed the Board and thanked them for their efforts to improve the quality of life in North Carolina.  He said that the City of Durham is a very diverse community with a rich African-American heritage, but also a community that is making the transition from tobacco and textiles.  He said the Research Triangle Park had helped with the transition and public/private entities have cooperated to effect the change.  He said that one goal of the City is to make Downtown a 24-hour, seven-day a week destination to live, work and play and do that by restoring existing structures rather than tearing down and rebuilding. 

Chairman Whichard thanked Board member Andrea Harris for coordinating and hosting the Board’s meeting in Durham and he called on her for comments.


Ms. Harris thanked the Board for coming to Durham.  She said it takes a lot of people concentrating on a lot of different issues to bring projects to fruition.  She called on Andy Rothchild for comments about why he would be willing to invest in Durham.


Mr. Rothchild, a real estate developer in Durham, spoke for a few minutes about Durham and its assets.

Chairman Whichard acknowledged and thanked the hosts of the reception and dinner at Symposium Café on Wednesday evening.  The sponsors were Mechanics and Farmers Bank, Mutual Community Savings Bank, North Carolina Mutual Life Insurance Company, and The Freelon Group, all African-American owned businesses in Durham.  In addition, Chairman Whichard acknowledged and thanked the hosts for breakfast on Thursday morning, North Carolina Central University.


Rosalind Fuse Hall, Special Assistant to the Chancellor at North Carolina Central University, provided a short overview about what is happening on NCCU’s Campus.  She said that since the arrival of Dr. Ammons four years ago, enrollment has increased 50 percent and approximately 90 percent of the Capital Bonds projects are either under construction or will be completed by the end of 2006.  She said that the increased enrollment and the success of the Capital Bonds program have brought more people to the community which contributes to the economic vitality of the City of Durham.  Ms. Hall said that NCCU is committed to being a good neighbor to citizens around the world and to the people of the City of Durham and North Carolina.

Andrea Harris, Economic Development Board member and President and co-founder of the North Carolina Institute of Minority Economic Development, spoke to the Board about women and minority-owned businesses and the programs the Institute offers to assist these businesses.  She said that the Institute is a statewide non-profit organization which focuses on minority and women-owned small businesses helping them with their managerial and technical assistance, helping to identify market opportunities and the Institute supports many other programs that assist these unique businesses.

Lieutenant Governor Beverly Perdue said that the Economic Development Board assisted in developing a strategy to convince the Base Realignment and Closure Committee that North Carolina is a military friendly state.  She said that the next phase, “Going Beyond BRAC,” affords a significant opportunity to grow a new economic engine and one opportunity is with procurement and contracting, providing supplies and services to the military.  She said that the military, on an annual basis, purchases $212 billion in goods and services, and of the $212 billion, North Carolina provides two percent.  In addition, she said there are other segments of the military on which North Carolina can capitalize, but a strategy must be developed to bring cohesion to all options and she asks for the Board’s assistance in developing that strategy.  

Secretary Fain said that he wanted to set aside time on the agenda for each meeting to discuss the Board’s Strategic Plan.  He said that during this time, the Board will review recent accomplishments and properly document those accomplishments, methodically continue discussions about revisions and amendments the Board wants to make to the Plan to make it useful and practical.  He said, also there has been discussion about using the Board’s Website as a communication tool to organize the Plan, using Commerce staff to formulate the Board’s ideas for consideration.

Secretary Fain then introduced Libby Smith, who recently joined the Commerce staff to lead the effort to keep the Board’s Strategic Plan up to date and to bring items to the Board for consideration as the need arises.


The Secretary discussed the Ticknor Report, the Ticknor Study Recommendations and the 2006 request priorities.  He also outlined the status of funding for the Ticknor Report proposals.  He said that based on appropriations from the 2005 Session of the General Assembly, a Cross Functional Steering Committee was selected to implement the following projects:
· Economic Development Intelligence System

· Commerce Website Redesign

· Commerce Project Management Office (Pilot)

· Advertising/Marketing Campaign and Strategy Development

· Economic Development Consulting (to assist in promoting the state as a destination for business locations and expansions).
· Industry Sector Teams to Target Specific Industry
Chairman Whichard reported from the Executive Committee meeting that took place on Wednesday, February 8.  He said that topics of discussion were:
· Assure that the Board’s recommendations are included in the Governor’s budget.

· Communicate the Board’s Legislative agenda to appropriate people.
· University System’s new leadership and focus, and how the System will be engaged in economic development and outreach

· Focus on military initiatives
· Explore possibility of economic initiatives in India

· Discussed the Board’s Strategic Plan and how to make it more effective
A motion was made and seconded to approve the minutes of the December 7, 2005, meeting as presented.  The motion carried.

The Chairman again thanked Andrea Harris for hosting the meeting and informed the Board that Senator Walter Dalton would host the next meeting at Lake Lure Inn in Rutherford County, April 26-27.  He asked for volunteers to host the August meeting.
Secretary Fain further discussed the Ticknor Study Recommendations for 2005 and requests for 2006.  He said Commerce proposes that the following programs be requested for 2006:
· IT/Website Development/Maintenance - $700,000 in recurring funds
· Economic Development Information System - $300,000 in recurring funds

· Business Destination Marketing - $1,500,000 in recurring funds

· Research Staff – $375,000 in recurring funds

· Performance-based compensation/training - $400,000 in recurring funds

· Integrate Regional Plans - $250,000 in non-recurring funds

· Performance Measurement/Client Feedback (low priority)

· Fund Public/Private Foundation (low priority)

Don Hobart provided a brief summary of the Legislative issues for the Short Session that will begin on May 9, 2006.
1. Following are proposed revisions to the William S. Lee Act tax credits, which were developed by Commerce after consultation with NCCBI, NCEDA and other allies:  
· Establish three basic tax credits for 1) creating new jobs, 2) investing in business property and 3) investing in real property in disadvantaged rural counties.

· Credits should be available in all counties, but more lucrative and easier to qualify for in disadvantaged and rural counties.

· Credits should be available to a broader range of businesses.

· Tier structure should change from five tiers to three.

· Formula for calculating tiers should change to produce better measure of true distress and true prosperity.

· Eliminate ineffective or unused features and credits.

· Redesign state development zones program.
· Eliminate wage standard in Tier 1, but retain the wage standard in Tiers 2 and 3 and make it easier for businesses to qualify for credits.

· Maintain traditional Lee Act safeguards such as 1) limit credits to 50 percent of income tax liability, 

2) require wage test and health insurance, 3) continue DENR, OSHA & DOR tax debt tests, 4) credit installments expire if jobs or investment not sustained 5) forfeited credits may be clawed back and 6) six-month statute of limitation for late filing of credits.
      2.
Items that may come up in this Session are as follows:

· Job Development Investments Grant Program – ask Legislature to consider extending for an additional year
· Adjustment to the Film Industry Investment Credit

· Advocate for water and sewer infrastructure

· Ways to sustain and grow the motor sports industry in North Carolina

      3.   Items to watch during the Short Session:

· Groups interested in policy goals and putting burdens on some of the economic development tools.
· Lobbying reform bill

· Ethics reform bill

· Small business-type proposals

There was discussion regarding the minimum wage and the impact of an increase on small businesses across the entire state.
Chairman Whichard reminded the Board that the next meeting will be held April 26-27, 2006 at Lake Lure in Rutherford County with Senator Walter Dalton as host!

As there was no further business to come before the Board, the meeting adjourned at 11:50 a.m.
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