MINUTES
NORTH CAROLINA ECONOMIC DEVELOPMENT BOARD

Lake Lure, North Carolina

April 26-27, 2006
On Wednesday, April 26, 2006, the North Carolina Economic Development Board met at Lake Lure, and began the afternoon with a tour of the Home and Garden Television Dream Home, followed by a boat tour of Lake Lure.  Wednesday evening, Board members gathered for a reception and dinner at the 1927 Lake Lure Inn.  After dinner, the Board heard from Senator Walter Dalton and local business owners and leaders from Rutherford County.
At 8:35 a.m. on Thursday, April 27, 2006, Chairman Whichard called the meeting to order.  He thanked Senator Dalton for inviting the Board to visit in Rutherford County and beautiful Lake Lure.  He thanked Duke Energy and the County of Rutherford for sponsoring the reception and dinner on Wednesday evening and for providing breakfast and lunch on Thursday.

A motion was made and seconded to approve the minutes of the February 23, 2006, meeting as presented.  The motion carried.

Chairman Whichard mentioned that Section 6 of Executive Order Number One dictates that the North Carolina Board of Ethics’ evaluation of the Statement of Economic Interest for each Economic Development Board member should be recorded in the Board’s minutes.  Evaluations for John F.A.V. Cecil, Scott Millar, Louis W. Sewell, III, and the Honorable Wilma M. Sherrill have been received and noted as follows:  “We did not find an actual conflict of interest.  We did find the potential for conflict of interest.”
He mentioned that the next meeting will be held August 3-4, 2006, and the location has not been determined.

Secretary Fain thanked Senator Dalton and the sponsors, Rutherford County and Duke Energy, for hosting the meeting and for making this occasion most enjoyable.
Bill McCollum, Group Vice President, Fossil-Hydro Generation, Duke Energy, addressed the Board regarding Duke Energy’s new generation strategy for the future.  He said that Duke Energy in the Carolinas adds 40,000 to 60,000 customers annually and by taking a look at the current needs and proposed future needs, Duke Energy is making decisions now on the course of action to follow to meet the demands of the future.  He said the basic generation strategy in summary is to make firm decisions in late 2006 regarding new power plant options, and look at options to diversify fuel sources to keep customers’ energy costs as low as possible while continuing to monitor and reduce emissions.
Chairman Whichard announced that Dr. Ruth Shaw, because of her position change at Duke Energy, has resigned from the Economic Development Board.  He said he is working with the Governor’s office to name a replacement for Ruth as soon as possible.

Mr. Lewis Ledford, Director of the North Carolina Division of Parks and Recreation discussed the state parks system and its impact on the economy of the state.  He said that North Carolina’s state park system is one of the fastest growing in the country in terms of visitor use and, in recent years, the state park system has added more than 25,000 acres to its system.  He said that in the past few months the park system began the process of mapping a Mountains-to-Sea Trail, which will link with other trails to form a continuous passage from Western North Carolina to Eastern North Carolina with lots of natural beauty along the way.  He said the General Assembly in 2005 authorized two new parks at Hickory Nut Gorge in Rutherford County and Carver’s Creek in Cumberland County which will offer an economic boost to each of those areas.  He said that the North Carolina State Parks System exists for the enjoyment, education, health and inspiration of all our citizens and visitors.
Representative Bill Daughtridge provided an update from the House Select Committee on Economic Development.  He said that the House Select Committee on Economic Development was formed to deal specifically with revising the William S. Lee Act, which was enacted in 1996. He said that in 2005, it was determined that major changes should be made to the Act, and, if approved, the changes could be effective from 2007 to 2011 and would reflect what worked and didn’t work for locating and retaining companies in North Carolina.  Among changes being considered are the following:
· Revise jobs credit tier structure from five Enterprise Tiers -- 10 counties in Tier I, 15 in Tier II, and 25 in each of the other three tiers -- to three tiers.  The new structure would be called Development Tiers and the three tiers would have 40 counties in the first and second tiers and 20 in the third.  The purpose of this change is to provide more stability for counties by reducing the frequency of jumping from tier to tier.
· Replace current Development Zone program with a smaller and more focused program for areas of poverty in cities.  This revised entity would be called Urban Progress Zones.
· Modify the wage test standard.
· Revise Machinery & Equipment and Jobs Credits
· Maintain the credit for investment in real property
He said that the proposed bill is still in a state of flux and final details are being considered.  He noted in the last session, there was a lot of discussion seeking consensus about the bill which slowed down the process and deferred final consideration until 2006.  He said with input from various entities, the issues in question have been resolved and the final bill should provide stability to assure companies that incentives will be available to them if they consider North Carolina.
J. Donald Hobart, Jr., Legal Counsel and Liaison for the Department of Commerce reviewed the Legislative agenda for the Department.  Mr. Hobart said that pieces of Legislation on which Commerce is working are as follows:
· Modifications to the Jobs Development Investment Grants (JDIG) program
1. Increase in dollar cap 

2. Allow rules to apply to JDIG grant based on tier designation at time of application, rather than at the time of grant award.

· Changes to films credits to adjust some of the unexpected consequences.

· Proposal to attract motor sports teams and to keep these businesses in North Carolina.
· Proposal to make health care coverage more affordable for small businesses.
· Investigation of the permitting which the Department of Labor is requiring for the certification of certain foreign-made machinery similar to UL approval.
· Representative Owens will be proposing up to $1 billion in water/sewer clean water bonds in disadvantaged counties for general and economic development purposes.

· Proposal to address some of the concerns regarding the Economic Development Regional Partnerships.

· Proposal to look at eminent domain authority in North Carolina and better define rules relating to this issue.

· Proposal to revamp lobbying laws.

Secretary Jim Fain spoke briefly about appropriations from the General Assembly for Commerce programs.  He said the following dollars at this point are included in the Governor’s Budget:

· Appropriation for the One North Carolina Fund

· Appropriation for the new SBIR/STTR program which provides monies for smaller, entrepreneurial companies

· Funds to add staff to the Policy and Research area

· Funds to remake and maintain the Commerce Website and EDIS
· Monies to promote North Carolina as a business location

· Staff for 21st Century program

Chris Beacham reported on the William S. Lee Act tier designations and explained what the suggested changes to the tiers would mean for the counties.

Senator Dalton said that North Carolina ranks fourth or fifth in the nation in the amount of research dollars it receives and those dollars are used by public and private universities to assist companies in creating new products.  He said that the universities do a good job in that regard, but additional work needs to be done to ensure that the companies which North Carolina universities assist to create these new products, manufacture their products in North Carolina. Senator Dalton said that in the early 1990’s NASA awarded a grant to North Carolina State University’s College of Textiles to create a product that is stronger than steel, but lighter than aluminum.  He introduced Steve Meador, Plant Manager of 3TEX to discuss the outcome of this collaboration between the university and private industry.
Mr. Meador said that with the NASA research dollars, Dr. Mansour Mohamed and his colleagues at NCSU invented the three-dimensional, three-weave technology, and in 1996, Dr. Mohamed took that idea and patented process and founded 3TEX.  He said that since that time Dr. Mohamed has led a continuing effort in perfecting the original idea and the development of 3WEAVE, the first commercial product to evolve from that idea.  Mr. Meador said that the products developed from this methodology are used in the transportation, energy, defense, marine and aerospace industries as well as in recreational products.  He attributes the success of 3TEX to the many applications of the three-dimensional weave and is confident that with this high-tech process, textiles can once again be a vibrant industry.  He said that this is just a beginning and predicts that with this type of industry/university collaboration, other practical applications to manufacturing in North Carolina will be forthcoming.
Mr. Charles Tomlinson, Executive Director of the Turfgrass Council of North Carolina, spoke about the economic impact of the turf grass industry in North Carolina.  He said that in 1999 (the most current information available), there were 2,135,600 acres of maintained turf grass in North Carolina, more than any single agricultural crop grown in the state, and the basic maintenance impact was $1.2 billion with an overall economic impact of $3.4 billion.  He further stated that there is a growing market for turf grass in the recreational area, specifically golf, football, baseball and soccer, and those recreational activities have a huge economic impact on any region.  He said the turf grass industry continues to grow and its impact on the economy is helping to offset the losses from reduced tobacco production in North Carolina.
Secretary Fain spoke briefly about the capacity-building initiative in Commerce and directed the Board’s attention to a handout that thoroughly describes projects Commerce is working on regarding capacity building as recommended by the Ticknor Report.  One such project is the Economic Development Intelligence System and he said that a prototype of that project has been developed and would be presented to the Board by John Correllus, EDIS Business Lead/Manager in the Department of Commerce, along with representatives from SAS Corporation in Cary.
Mr. Correllus demonstrated to the Board the diversity of the information the EDIS System will provide when it is fully operational.  He said the information will strengthen the economic intelligence capability within the Department of Commerce, the Regional Partnerships and state and local development organizations across North Carolina.  He said the site will be accessible worldwide 24 hours a day, seven days a week.
Ms. Libby Smith, Policy Director and Staff to the Board in the Department of Commerce, provided information to the Board on the process of updating the Economic Development Strategic Plan.  She said that on April 17, a meeting was held to convene the Interagency Economic Development Group (EDG) which, by General Statute, is charged with providing clerical and staff support to the Economic Development Board and will be instrumental in updating the Strategic Plan.  She said that with the Group’s assistance, the goal is to have the Plan updated and ready to present to the Board by the August meeting.
Chairman Whichard mentioned that the committee structure of the Board was created around the seven or eight major goal areas of the Strategic Plan, and the committees were basically disbanded once work on the Plan was done.  He said that in order to keep Board members more actively engaged, consideration is being given to setting up small committees that would focus on particular issues such as (1) global economic development -- fostering relationships and how the state can compete globally, (2) examine what’s going on at the university system and community colleges and educational community in the state, (3) recruitment and retention of industry to North Carolina (4) industry cluster groups (5) and interagency liaison committee.  He said that between now and August, Board members should share with us any new ideas and/or on which committee you wish to serve.
Chairman Whichard once again reminded the Board that the next meeting will be held August 3-4, and the location has not yet been determined.

As there was no further business to come before the Board, the meeting adjourned at 12:15 p.m.       
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