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This is the printout / fax version of the online newsletter, with fewer pictures and graphics
For Members Only is published monthly by NCCBI when the General Assembly is not in session



New NCCBI leader Hyler 
pledges renewed emphasis
on pro-business advocacy

Jim Hyler of Raleigh, the vice chairman and COO of First Citizens BancShares Inc. and First Citizens Bank, was installed March 20 as the new chairman of NCCBI during what was generally perceived as one of the most successful annual meetings in recent years. During his dinner remarks, Hyler said he will work to strengthen NCCBI’s business advocacy, on delivering member services and in leading NCCBI’s campaign for legislative session limits.

”I believe the primary focus of our organization in the coming year should be to promote our state’s business interests and to serve as a strong advocate for business – particularly in the North Carolina legislature and in Washington,” Hyler told an estimated 700 people attending the dinner portion of the 60th annual meeting. He accepted the gavel from outgoing chairman Gordon Myers of Asheville, the Ingles Markets executive. 

Hyler should be well positioned to achieve his goals because over the coming year he also will command a second bully pulpit. He recently was appointed by Gov. Mike Easley as chairman of the Governor’s Government Efficiency Commission which has been charged with recommending ways the state can deliver services more efficiently.

A 1970 graduate of Virginia Tech, Hyler served as First Citizens’ CFO for eight years. He was named president of First Citizens in 1988, the position he held until 1993 when he was named to his current position. 


Hyler is very active in community affairs and serves as chairman of the Rex Healthcare Board of Trustees. He is also chairman of the President’s Council for the 2005 U.S. Open Golf Championship, to be held in Pinehurst, an effort he also led during the 2001 event at Pinehurst. Hyler is involved in numerous other organizations, ranging from the Carolina Bankers Association to the Boys & Girls Clubs of America. 


“Jim takes over at a critical time for North Carolina,” said Myers, Hyler’s predecessor at NCCBI.  “But I think his financial acumen, experience in banking and active involvement the community are just what we need, and I wish him well.”

Sue Cole of Greensboro, the president of U.S. Trust Co. of North Carolina, became first vice chair of NCCBI and is in line to become the first female leader of the state’s largest business organization after Hyler’s term ends. Bill Coley of Charlotte, group president of Duke Power Co., was elected second vice chair of the organization and will lead this year’s membership campaign.

Before joining U.S. Trust in 1987, Cole was a senior vice president of North Carolina National Bank. A 1972 graduate of the University of North Carolina at Greensboro, where she serves as a trustee, Cole is active in many civic and community groups in the Triad.

Coley, who also will serve this year as chairman of the Charlotte Chamber of Commerce, is a graduate of Georgia Tech who has spent his entire career with Duke Power. He is a director of several businesses, including CT Communications, SouthTrust Corp., NovantHealth and the Electric Power Research institute.

An estimated 950 people attended the annual meeting luncheon and heard a keynote speech by Wachovia Corp. President and CEO G. Kennedy Thompson. More than 700 attended the dinner and enjoyed the roundtable discussion by the state’s four living former governors.

More than two dozen pictures taken at the annual meeting are included in the online version of this newsletter. Additional coverage of the annual meeting follows:


Economic growth and public education 
remain Wachovia priorities, Thompson says
Many of those attending the NCCBI annual meeting deserve credit for the successful merger between First Union and Wachovia, G. Kennedy Thompson, president and CEO of the bank, said during his luncheon speech. “We were successful in completing that merger, and a lot of people in this room deserve credit for helping make that happen. And one of the things that impressed me is that our supporters were able to be so helpful on such extremely short notice.

After SunTrust Bank made a hostile bid for Wachovia, Thompson said First Union leaders identified a strategically vital point in the state law governing public companies and shareholder rights that would be very helpful in fending off SunTrust.

“In fact, the state legislature was very receptive to our point of view and adopted the change very quickly and overwhelmingly, which wound up being a key factor in our successfully completing the merger.”

Thompson continued: “There's a larger point to all that. Every time we successfully recruit a company to North Carolina – or persuade one that is already here to pick our state for a major expansion - one of the factors always cited is North Carolina's very positive business environment. The receptive hearing we got in Raleigh last summer, and the efforts of NCCBI over the years, are the kinds of things that make our business environment such an important asset to our state. So when I say to this group how appreciative I am, it is not just rhetoric, but rather a conviction born of first-hand experience.”

Today the new Wachovia has 20 million customers, $330 billion in assets and a quarter of a trillion dollars in assets under management. To him, such impressive numbers “mean that at Wachovia we have a huge responsibility. We must take the word ‘community’ and define it as broadly as we possibly can. Historically, that is not something any of us have done very well in North Carolina. We have plenty of examples of cities in North Carolina that, looked at broadly, are obviously part of what has come to be called the Miracle of the New South.

“From Wilmington to Raleigh to Charlotte to Asheville, we have cities that have grown and thrived and prospered. But get outside those cities, and it is much harder to find evidence of the prosperity that most of us enjoyed throughout the last half of the 20th century. And even within those burgeoning cities, the prosperity has been distributed far too unevenly.

“So it becomes one of Wachovia’s five major responsibilities to be the vehicle through which economic opportunity is extended to all segments of our communities, and to all corners of our state. It is a responsibility I take very seriously, and I am determined to get it right.”

Thompson expressed a fairly optimistic view about economic trends. “My view of our manufacturing economy is we have been in a deep recession for some time. But in service-based economy we have experienced a fairly shallow recession that is coming to an end. I look for that to be followed by a very solid economic recovery that is already becoming visible.

“A great many of the low-skill, moderate-wage jobs that traditionally have sustained North Carolina families have moved elsewhere. That job migration will continue. And the jobs are not coming back. Therefore, we must retrain workers whose jobs are being eliminated in this ever-evolving process. And we must give everyone in our next generation of workers the opportunity to prepare for the high-tech jobs and the knowledge jobs of the future. Intellectual capital will increasingly be the currency in this world economy. And the only source of that capital is our educational system,” Thompson added. 

He said Wachovia will continue the Education First initiative that encourages employees to volunteer in schools, matches financial contributions to educational institutions, awards scholarships to children of employees, provides educational tools to parents of young children and recognizes outstanding achievements by superintendents, principals and teachers. The bank also will continue a policy that allows every employee four hours of paid time off each month to volunteer in schools or other educational programs, and will maintain its Reading First program that promotes early childhood literacy.

“Those of us in the private sector… must play a role in helping raise educational standards. If we are managing a company, the sustainability of our effort comes down to one factor: The quality of the labor force -- which really means the quality of education. There is nothing more important than contributing to a constant effort to improve the quality of our public education,” Thompson concluded.



Hyler appoints members of Executive Committee
NCCBI’s new chairman, Jim Hyler of First Citizens Bank in Raleigh, has named three new members to the association’s Executive Committee and re-appointed two others. The Executive Committee is the polity-making body that governs NCCBI under delegated authority from the full Board of Directors. Hyler appointed James L. (Jerry) Cook of Sara Lee Branded Apparel in Winston-Salem, Ralph K. Shelton of Southeast Fuels Co. in Greensboro, and E. Stephen Stroud of Carolantic Realty in Raleigh. Hyler re-appointed David P. Huskins of Ridgetop Associates in Linville Falls and Stephen P. Miller of The Biltmore Co. in Asheville. 

Hyler commission on government efficiency re-examines GPAC

The Governor's Commission to Promote Government Efficiency and Savings on State Spending, chaired by NCCBI Chair Jim Hyler, held its second meeting on April 4. The committee looked at the recommendations made to the state in 1993 by the Government Performance Audit Committee (GPAC), got an update on Medicaid and heard reports from its three subcommittees.

Chairman Hyler indicated to the committee that while some of the GPAC

recommendations have been adopted, those that have not been adopted or need further study should be the "point of departure" for the commission in making its recommendations to the governor.

The three subcommittees  -- Government Structure, chaired by NCCBI member Watts Carr; Capital Management, chaired by Secretary of Administration Gwynn Swinson; and Process, chaired by NCCBI Second Vice Bill Coley -- are actively working on recommendations and will report back to the full commission on May 23 with their ideas to be considered and if approved forwarded to the General Assembly prior to the 2002 legislative session. A more extensive report is expected by the end of the year.

NCCBI recently e-mailed a request to our members asking for any recommendations that you might have where the state could save money and/or be more efficient in delivery of services. All recommendations that have been sent to us have been forwarded to the commission chair, sub-committee chairs, and appropriate staff. If you have any recommendations on areas where the Commission might look for potential savings, please e-mail them to Leslie Bevacqua at

lbevacqua@nccbi.org.  



Directors celebrate successful year at reception
Members of the NCCBI Board of Directors enjoyed a relaxing evening the night before the annual meeting during a reception held at the N.C. Museum of Art. In addition to the great networking opportunities, board members also were treated to drawings for prizes as a reward for their work in recruiting new members for the association. NCCBI thanks the companies listed below for the prizes and the board members who won them.

Angus Barn donated an $80 gift certificate won by Bruce Biggs. Inn on Biltmore Estate donated a one night stay and the Biltmore Estate donated two tickets to tour the house, garden and winery won by David Sink. Classic Gallery donated a beautiful chair won by Gordon Myers. T.W. Garner donated a gift box of Texas Pete, a shirt and a hat won by David Huskins..Lowe’s Motor Speedway donated two tickets to Winston Pole Night and tickets to a Winston Cup race won by Kelly King. Martin Marietta donated a one week stay at a house in Sea Pines, Hilton Head, won by Marvin Musselwhite. Pepsi donated a golf bag and a dozen golf balls won by John Forlines. Pinehurst donated a round of golf for four on the Centennial Course (Pinehurst No. 8) won by Linwood Davis. Pine Needles Lodge & Golf Club donated a round of golf for four won by Ed Rose. SouthTrust Bank donated five shares of bank stock won by Joan Zimmerman. Tryon Palace donated two gift certificates to tour the historic site won by Jim Causby.
  


Legislative Conference eyes state, national issues
NCCBI’s annual Legislative Conference will take on a more national perspective this year, with a briefing by an official of the National Conference of State Legislatures on fiscal trends in other states and a keynote luncheon address by two members of the state’s congressional delegation. The conference will be held on Thursday, May 30, at the North Raleigh Hilton.

The Legislative Conference has become widely accepted as the unofficial kick-off of each year’s General Assembly session – the meeting at which business and elected leaders gather to assess political trends and exchange information on topics vital to the state’s economy. The session will officially convene at noon on May 28 for a ceremonial session, but won’t get down to business until after the NCCBI conference.

Cong. Bob Etheridge (D-2nd) and Richard Burr (R-5th) will be the luncheon speakers at the Legislative Conference, which will be held on May 30 at the North Raleigh Hilton. They are expected to address a range of federal issues important to North Carolina’s economy.

Etheridge, a three-term Democrat from Lillington, serves on the House Science and Agriculture committees. A former state superintendent of public instruction, Etheridge also is co-chairman of the Democratic Caucus’ Education Task Force. Burr, a four-term Republican from Winston-Salem, is vice chairman of the House Energy and Commerce Committee and also serves on the International Relations and Select Intelligence committees. Before going to Washington, Burr was in business with Carswell Distributing.

Earlier in the day, Legislative Conference attendees will hear from Corina Eckel, group director of fiscal affairs at the National Conference of State Legislatures.

The Legislative Reception will be held the evening before the conference, from 6 to 7:30 p.m. at the Raleigh Entertainment and Sports Arena. The reception, which usually is attended by dozens of legislators, is very popular among NCCBI members because it offers them an opportunity to speak candidly and directly with elected officials in a friendly, casual environment.

The conference will open at 8:30 a.m. with a continental breakfast and will get under way with a 9 a.m. welcome message from NCCBI Chair Jim Hyler. During the morning, the conference will hear from several state government officials, including:

u House Speaker Jim Black (D-Mecklenburg) and Senate President Pro Tem Marc Basnight (D-Dare), speaking on major trends in the General Assembly from the perspective of the legislative leadership.

u State Budget Officer David McCoy, who will give Gov. Mike Easley’s perspective on the budget outlook.

u State Transportation Secretary Lyndo Tippett, on transportation challenges facing the state.

u Sen. David Hoyle (D-Gaston), addressing the drive to impose limits on the length of legislative sessions – the topic that will be NCCBI’s top priority in this year’s session.

u NCCBI Chair Jim Hyler of Raleigh, the First Citizens Bank executive, who will moderate the conference and open the proceedings with a welcome message, will also address the gathering as chair of the Governor’s Commission on Promoting Government Efficiencies. He’s expected to report on progress his panel has made so far in identifying ways state government can lower operating costs.

u Former NCCBI chair Gordon Myers of Asheville, the Ingles Markets executive, who will speak in his capacity as chair of the state Economic Development Board as well as give a report on recommendations derived from the Workforce Development Summit he led recently in Greensboro.

u House Minority Leader Leo Daughtry (R-Johnston) and Senate Minority Leader Patrick Ballantine (R-New Hanover), who will present the Republican perspective on major legislative issues.

u State Treasurer Richard Moore, who will address investment and other financial issues facing the state.

u State Secretary of Health and Human Services Carmen Hooker Odom, who will address Medicaid issues and their impact on the state budget and health care providers.

u NCCBI President Phil Kirk, who will provide concluding comments before the session adjourns for the luncheon program.

The cost of attending the reception and conference is the same as last year -- $100 for NCCBI members and $120 for non-members. The cost of attending just the reception is $35 for members, $45 for non-members. The cost of attending just the conference is $80 for members, $100 for non-members.

NCCBI members should watch their mail for a brochure arriving soon containing complete information about the conference and a fax-back registration form. Members also can register to attend the event at the NCCBI web site, www.nccbi.org.


 
NCCBI News
Hyler, Kirk address Caldwell County event
NCCBI Chair Jim Hyler and NCCBI President Phil Kirk addressed the Caldwell County “Great Balls of Fire” event on March 25 at the J.E. Broyhill Civic Center in Lenoir. The event was designed to showcase Caldwell County to economic developers.

Hyler spoke about the effects of the recession on Caldwell County and North Carolina. He also highlighted the work of the Governor’s Government Efficiency Study Commission, which he chairs. In addition, he discussed NCCBI’s top legislative priority – limiting the length of legislative sessions.

Kirk commended the community for establishing the Career Center, the first vocational high school established on a community college campus in North Carolina. He also called the Caldwell County area one “which looks for solutions, rather than excuses.” He plugged the need for a continued emphasis and improvement of workforce development.

Other NCCBI members who spoke were Dale Carroll of AdvantageWest and Ray Denny of the Department of Commerce.


Membership News: New members from Feb. 1 through Feb. 28 include: Advisory Group, LLC, Raleigh; Alston & Bird, Raleigh; Barker & Lovette, Raleigh; Contract Office Furnishings, Winston-Salem; Cornerstone Bank, Wilson; Creative Services Inc., High Point; D.R. Reynolds Co., Inc., Star; Duplin County Board of Education, Kenansville; Egolf Motors Inc., Hendersonville; Johnson Controls Inc., Charlotte; LS3P Associates, Ltd., Charlotte; Mechanics and Farmers Bank, Durham; N.C. State Education Assistance Authority, RTP; Office of Norman H. Berry, Newton; Paxton Van Lines of North Carolina Inc., Burlington; Porvair Fuel Cell Technology, Hendersonville; Reidsville Chamber of Commerce, Reidsville; Robinson Lumber Co., Lenoir; Sampson County EDC, Clinton; The Wilson Daily Times, Wilson; United States Tobacco Co., Mooresville; Wayne Memorial Hospital, Goldsboro; Wilkinson Hi-Rise, Raleigh; and Winding River Plantation, Southport.



Economic & Business Issues
North Carolina bankers predict modest economic growth 

The U.S. economy is now in recovery after experiencing its mildest recession in history, according to an analysis by the N.C. Bankers Association. The bankers organization made these predictions for the near term:

The economy should grow at a rate of about 3.75-4.5 percent for the rest of the year. The rate of increase is less than that in previous recoveries. The unemployment rate should slowly decline for the remainder of the year as the manufacturing sector recovers. Interest rates will increase slowly for the rest of the year and the Fed will start raising short-term rates in the third quarter.

The state economy will continue to struggle. The state unemployment rate will continue above the national average and the rate of economic growth will lag the national rate. Expect the state economy to grow at a rate of 2-2.5 percent for the rest of the year.  

State spending, which more than doubled in the last ten years, continues to increase faster than state revenues. Obviously, our elected officials have to deal with that situation in order to solve the problem. Additional income tax increases are not an option so other revenue sources must be found or the rate of increase in spending must be cut. The problem will only get worse until some hard decisions are made.



Governors urge Bush to help ailing textile industry
Gov. Mike Easley met with Georgia Gov. Roy Barnes and South Carolina Gov. Jim Hodges last month to discuss ways to bolster the ailing textile industry. The summit at Gaston College in Gastonia was attended by about 300 business and political leaders. The governors called for enforcement of the North American Free Trade Agreement to limit "dumping" of textiles by Asian nations, for action to reduce the value of the dollar compared with foreign currencies, and for federal loan guarantees to help textile companies survive their current financial squeeze.

"We must all work together to get the textile industry going and growing again," Easley said. "The industry, workers, and states will do our part but at the federal level, the new 'Textile Working Group' needs to become quickly the 'Textile Results Group.' Agencies across the federal government must move aggressively to assist textile manufacturers and workers. Every day the issue is discussed rather than acted upon, factories close and jobs are lost." 


At the conclusion of the summit, the three Democratic governors signed a letter to President Bush asking him to take immediate action to help the textile industry by:
 

u Directing the International Trade Commission to combat dumping of textiles on U.S. markets and to address the failure of trading partners to open their markets to U.S. exports of textile and apparel products. 


u Providing the U.S. Customs Service with the additional staff and resources necessary to crack down on illegal smuggling and other customs fraud.


u Directing the U.S. Trade Representative to consider whether trading partners have already achieved competitive advantage through currency devaluation in determining whether or not to allow further adjustments or tariff reductions for textiles in future trade negotiations. 


u Helping unemployed textile workers get the full two years of training and the associates degree that they need to secure a job at a sustainable wage, extend the Trade Adjustment Assistance program from 18 months to 24 months and expand the program to include health care coverage for those without coverage.
 

u Providing funding to Southeastern states to support market research to determine what type of training should be offered to displaced textile workers. 


u Providing tax incentives and support for infrastructure projects in order to facilitate local economic development and expansion for our communities affected by the loss of a textile-manufacturing base. 


u Helping spur the innovation and collaboration that are key to the success of the U.S. textile industry in the global economy of the 21st century, expand federal support for the National Textile Center . 


In addition to the three governors, panelists at the textiles summit included Guilford Mills President and CEO Chuck Hayes, who is this year’s president of the American Textile Manufacturers Institute; U.S. Trade Representative Special Textile Negotiator; and three members of the state’s congressional delebation -- Cong. Sue W. Myrick (R- 9th), Robin Hayes (R- 8th) and Cass Ballenger (R-10th). 
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State Government News
State officials examine ways to cut $1.2 billion in spending
General Assembly budget writers wrapped up two days of intensive meetings April 3 after reviewing possible ways the state could slash up to $1.2 billion in spending in the fiscal year beginning July 1. That figure represents 8.3 percent of next year’s $14.7 billion spending plan. The anticipated deficit grows to around $2 billion if normal spending-creep is included, such as ABC bonuses for teachers and enrollment growth at community colleges. 

The governor is working with Executive Branch agencies on slashing their budgets by between 7 and 11 percent. Last month the Easley administration mailed letters to thousands of state workers saying that avoiding layoffs next year will be impossible unless the economy improves quickly and dramatically. 

Budget writers are looking generally at cutting state government costs in the following areas:
Education: $695 million
Health and Human Services: $330 million
Natural and Economic Resources: $30 million 
Justice and Public Safety: $125 million
General government: $20 million

Among the many scenarios examined by the legislators, the following seem to be the leading candidates for achieving those savings:

Tobacco money: The state could appropriate some portion of the $177 million it will receive next year as part of the national tobacco settlement. Reportedly the state would not have to repay the money.


Eliminating vacant state jobs: The state could save about $200 million in salaries by eliminating 5,500 vacant state jobs, including 2,217 in justice and public safety programs and 1,037 in health and human services. 

Salary reductions: Senate Appropriations Committee Co-chair Fountain Odom (D-Mecklenburg) said state employees might accept pay cuts of 3 to 5 percent over layoffs or furloughs.

Early Retirements: Nearly 12,000 state employees will be eligible to retire in July, including 3,400 school teachers. If the state eliminated their positions, the state would save millions through their early retirement.

Workers’ comp rates decline this month
The N.C. Rate Bureau's request for a 1.4 percent reduction for Voluntary Industrial classes went into effect April 1, meaning workers’ comp rates will drop by that percentage for most employers. Insurance Commissioner Jim Long said the loss costs system of setting workers’ comp rates, adopted by the state in 1994, is the major reason rates have either held steady or declined in recent years.  Under the loss costs system, North Carolina bases its rates and profits on historical losses and by projecting future loss expenses in the market. The N.C. Rate Bureau is a non-profit group representing insurance companies that do business in the state.

Meanwhile, the N.C. Rate Bureau has asked the state Department of Insurance for an average 20 percent increase in homeowners insurance, effective Aug. 1. The request The state has until July 5 to respond with its own recommendations. Although the Rate Bureau's proposed average increase is 20 percent statewide, coastal homeowners could see increases as high as 50 percent under the proposal. (Dan Egbert, NEWS & OBSERVER, 4/2). The increases are necessary because of large weather-related losses over the past few years and rising construction and home value costs, as well as increases in the cost of providing insurance, said Ray Evans, the general manager of the Rate Bureau.


Doubling of unemployment insurance taxes still likely
The $237 million in additional unemployment benefits the state received from the federal government last month won’t prevent a doubling of employer taxes next year to shore up North Carolina’s rapidly depleting unemployment trust fund, officials said. North Carolina and other states received the funds last month as part of an $8 billion appropriation Congress approved March 8 to shore up states' trust funds. The grant boosts North Carolina's trust fund to about $609 million. By statute, employers’ unemployment insurance taxes double if the trust fund contains less than $800 million on Aug. 1 of each year. Currently, employers pay an average of 1.2 percent tax on the first $15,500 in wages per employee. So an employer with 10 employees all earning more than that would see their tax bill rise from $1,860 a year to $3,720. If the trust fund balance rises to $800 million by Aug. 1, 2003, the tax rate would automatically be cut by half. 


State’s jobless rate falls for third straight month 

Unemployment rates fell in 60 counties in February, pushing the state’s jobless rate down for the third straight month. It fell to 6.2 percent in February from 6.4 percent in January and 6.5 percent in December, according to figures released by the N.C. Employment Security Commission. New claims for unemployment benefits also dropped in February to 72,042, down 62 percent from the 187,624 in January. More than $106 million in unemployment benefits was paid statewide in February, compared with more than $136 million in January. The state’s jobless rate was 4.7 percent in February 2001. Total unemployment in North Carolina decreased from about 257,000 people in January to about 250,000 in February. Seasonally adjusted labor force numbers show that North Carolina’s labor force has also decreased, from 4,020,200 in January to 4,006,100 in February. The U.S. unemployment rate fell to 5.5 percent in February, from 5.6 percent in January. Some of the industries hardest hit in February included textile mill products (11,088 job losses); construction and special trade contractors (6,776); heavy construction (4,232); business services (4,224); and furniture and fixtures (4,067). The five counties receiving the highest amount in unemployment insurance benefits in February were: Wake, $8.8 million; Mecklenburg, $8.3 million; Guilford, $5.4 million; Forsyth, $3.3 million; and Catawba, $3.2 million. 

Unemployment rates in the state’s metro areas in February, compared with January, were:

u Asheville, 4.7 percent, unchanged

u Charlotte/Gastonia/RockHill, NC/SC, 5.9 percent, down from 6.6 percent

u Fayetteville, 6.4 percent, down from 6.7 percent

u Goldsboro, 6.1 percent, up from 6.0 percent

u Greensboro/Winston-Salem/High Point, 6.1 percent, up from 6.0 percent

u Greenville, 6.2 percent, unchanged

u Hickory/Morganton/Lenoir, 8.3 percent, down from 8.6 percent

u Jacksonville, 5.5 percent, down from 5.7 percent

u Raleigh/Durham/Chapel Hill, 4.7 percent, unchanged

u Rocky Mount, 10.3 percent, up from 10.0 percent

u Wilmington, 6.6 percent, down from 7.1 percent
FAA to pay major cost of third runway at PTIA

In a big boost for the FedEx project, the Federal Aviation Administration said it will pay an estimated $108 million to build a third runway at Piedmont Triad International Airport. The agency said it will issue a letter of intent outlining its 12-year plan for funding the third runway and related expenses. FedEx, which plans to open a $300 million cargo hub at the airport by 2006, has said it needs a third runway parallel to PTI's existing main airstrip for its overnight sorting center.

Blue Cross submits revised conversion plan
Blue Cross and Blue Shield of North Carolina has submitted a revised business plan with the state Department of Insurance, replacing an earlier document that state regulators in January had deemed incomplete. If the state Department of Insurance accepts the new business plan, then three public hearings would be scheduled around the state to unveil it.

Federal Issues
Overvalued dollar costs 400,000 factory jobs
The National Association of Manufacturers, NCCBI’s Washington affiliate, released a study last month showing that at least 400,000 factory jobs have been lost because of the overvaluation of the dollar against other currencies. What the Wall Street Journal recently called the “rampaging dollar” has had the practical effect of raising the price tags on American-made products abroad by about 30 percent since 1997, the NAM report noted. Against the yen, to cite just one example, the dollar has risen by 10 percent in only the past few months, the NAM said.

Faced with such a lopsided playing field, many U.S. companies have found it increasingly difficult to compete overseas, a major factor behind the $115 billion plunge in manufactured goods exports from their most recent peak. “It is time to stop viewing the dollar as just another financial commodity and recognize that the value of the dollar has enormous effects on the real economy – particularly on the manufacturing sector and its workforce,” NAM President Jerry Jasinowski said. “The principal reason for the decline in manufacturing is that the dollar has risen 30 percent against other currencies since 1997. That is just like slapping a 30 percent tariff on U.S. exports. Imports are also higher than they would be if the dollar were fairly valued.”

The NAM said the impact of the over-valued dollar has been particularly acute in industries such as paper, textiles and automobiles. “Export-sensitive industries comprise only 7 percent of the U.S. workforce,” the NAM report said, “but have accounted for two-thirds of all the increase in unemployment in the current recession.

Of the 1.5 million domestic jobs lost over the past year, the manufacturing sector – which comprises less than 15 percent of the American workforce -- has accounted for 1.2 million, or four out of every five. These figures do not include collateral job losses among service and other industries that support manufacturers, like restaurants and freight haulers. Nor do they reflect the impact on the import side.


The U.S. dollar is currently at a 16-year high, approaching the same level as it was in the mid-1980s when the Reagan administration established a precedent by negotiating the “Plaza Accord” with our major trading partners, successfully restoring currency stability and return exchange rates to reasonable levels.

Of course, other factors are also challenging today’s economy, particularly slowing economic growth abroad. But a close examination of the overall situation makes clear that the dollar is the principal driving force behind the plunge in U.S. exports.

For example, U.S. exports to the European Union plummeted by 18 percent over the last year and a half, while European industrial production declined by only 3 percent. A one percent drop in European GDP typically reduces imports by two percent, which would only account for third of the U.S. export decline. There is no other factor to explain the other two-thirds of the 18 percent drop than the overvaluation of the dollar.

Some of these losses will be permanent, as U.S. firms lose market position and distribution channels to foreign competitors. Some firms are facing powerful pressure to circumvent the 30 percent price penalty by simply moving production overseas – closing factories at home and opening them in Asia, South America, even Europe. Particularly troubling is the impact on exports of advanced technology products – the foundation of future U.S. export growth and global competitiveness – which have been among the hardest hit, plunging by 26 percent in less than two years.


Tax Watch
How the federal economic stimulus law will impact your state taxes
The economic stimulus legislation signed by President Bush last month -- the Job Creation and Worker Assistance Act of 2002 -- contains several income tax provisions that may impact you company and individual tax returns due April 15. The N.C. Department of Revenue said it has received several inquiries about how the legislation will impact North Carolina income tax returns, since the state's current statutory reference to the Internal Revenue Code is to the code as enacted as of Jan. 1, 2001.

Each year the legislature considers updating the reference to the Internal Revenue Code to adopt the changes enacted by Congress to the code since the last update. Until the legislature takes action this summer, it is uncertain whether the Act's income tax provisions will be adopted for North Carolina income tax purposes. 

The two provisions included in the federal legislation that will impact most North Carolina taxpayers are the 30 percent bonus depreciation allowance and the extension of the net operating loss carryback period from two to five years. The additional 30 percent bonus depreciation allowance is available for certain assets placed in service after Sept. 10, 2001, and before Sept. 11, 2004. Taxpayers are still entitled to the normal first-year depreciation on the remaining basis of the asset after reducing the basis by the bonus depreciation. This provision affects both corporate and individual income taxpayers. 

Because North Carolina's income tax returns do not provide instructions on how to report depreciation in a manner different than that reported on the federal return, the state Revenue Department will process current year original returns as if the code reference date included the provisions in the Job Creation and Worker Assistance Act. If the legislature elects not to adopt the bonus depreciation provision, taxpayers who claimed the bonus depreciation on their original returns must amend their returns and pay any tax and interest due. 

Taxpayers who have already filed original returns and who now are filing amended federal returns to claim the bonus depreciation should delay filing amended North Carolina returns until the legislature determines whether it will adopt the bonus depreciation provision. If a taxpayer files an amended return to claim the bonus depreciation, the Department of Revenue will not process that amended return until the matter is resolved legislatively. 

The carryback period for net operating losses occurring in tax years ending in 2001 and 2002 is extended from two to five years for federal income tax purposes. For state income tax purposes, this change affects only individual income taxpayers because North Carolina does not follow the net operating loss provisions for corporate income tax purposes. Individuals filing amended federal returns to carry back a 2001 or 2002 net operating loss should delay filing amended North Carolina returns until the legislature determines whether it will adopt the additional carryback period provision. If a taxpayer files an amended return to claim a carryback of a 2001 or 2002 net operating loss, the Revenue Department will not process that amended return until the matter is resolved legislatively. 


Names in the News
Several NCCBI members among finalists for health foundation board
An independent search committee has unanimously chosen 22 finalists from more than 750 nominees and sent its recommendations to Attorney General Roy Cooper, who will choose from the list the 11 members of the first board of directors of the Health Foundation for North Carolina. Several active members of NCCBI are among the 22 finalists. Cooper will interview candidates and select directors in coming weeks. The directors will oversee the foundation if Blue Cross and Blue Shield of North Carolina converts to a for-profit entity. Under conversion laws established by the General Assembly, the insurance company's fair market value must be placed in a foundation to benefit health care. The law directs that the attorney general establish the foundation by selecting 11 board members and approving the foundation's bylaws.

The names submitted by the nominating committee are: Donna Chavis of Pembroke; Dr. Carolyn Ruth Black Ferree of Winston-Salem, a faculty member at Wake Forest University School of Medicine, a member of NCCBI; Stephen C. Hassenfelt, executive vice president of U.S. Trust Corp. in Greensboro, a member of NCCBI; Dr. John Hatch of Durham; Phyllis N. Horns of Rocky Mount; Dr. William Lawrence Joyner of Hampstead; Gloria Pace King of Huntersville; Thomas W. Lambeth of Winston-Salem, former director of the Z. Smith Reynolds Foundation; Dr. David Liden of Murphy; Andrea Bazan Manson of Durham; David Carroll McRae of University Health Systems of Eastern Carolina in Greenville, a member of the NCCBI board; Anna Spangler Nelson of Charlotte, president of real estate for C.D. Spangler Construction Co., a member of NCCBI; Charles D. Owen III of Asheville, president of Charles D. Owen Manufacturing Co., a member of NCCBI; Dr. James B. Powell of Asheville; Benjamin S. Ruffin of Lewisville, chairman of the UNC System Board of Governors; Dr. Charles A. Sanders of Durham, former chairman and CEO of GlaxoSmithKline and a member of NCCBI; Dr. Pam Silberman of Durham; Dr. Karen Linnea Smith of Raeford; Michael C. Tarwater of Charlotte, vice president and COO of Carolinas Healthcare System, a member of NCCBI; Travis H. Tomlinson Jr. of Raleigh, president of Mayview Convalescent Center and a member of NCCBI; Stephanie M. Walker of Greensboro and Charles E. Zeigler of Charlotte, a former chairman of NCCBI.

Appointments to the independent nominating committee were made in accordance with state law governing the conversion process. The committee consisted of representatives appointed by NCCBI, the UNC Board of Governors, the N.C. Medical Society, the N.C. Hospital Association and the N.C. Center for Nonprofits.

u Frank Whitney of Charlotte, a lawyer with Kilpatrick, Stockton and a former chairman of the Mecklenburg County Republican Party, was named by President Bush as the next U.S. Attorney for the Eastern District of North Carolina. Whitney previously served more than 10 years as a federal prosecutor in the state's Western District office.


u Dr. Robert Knott, a former provost of Catawba College who until recently was chancellor of Mars Hill College, was named president of the Salisbury college. Knott taught philosophy at Catawba and was provost from 1982 to 1989. He also was academic vice president and dean of the college at Gardner-Webb College and was president of Tusculum College in Greeneville, Tenn., from 1989 to 1999.


u T. Jerry Williams, president of the North Carolina Restaurant Association (NCRA), said he will retire June 1 after 33 years of service. Williams plans to start his own lobbying and consulting service with NCRA as an anchor client.


u John Kennedy was appointed by Chief Justice I. Beverly Lake Jr. as director of the Administrative Office of the Courts. Kennedy, the senior deputy director and former Wake County clerk of court, has been serving as acting director since December.


u Charles Reavis, originally from Winston-Salem, was nominated by President Bush and confirmed by the U.S. Senate as the new U.S. marshal for the eastern district of North Carolina. Reavis, 57, comes to the marshal service from the U.S. Drug Enforcement Administration; over the past three years he was the resident agent in charge of the DEA office in Raleigh.

u Ripley E. Rand, a Wake County assistant district attorney and son of state Sen. Tony Rand (D-Cumberland), was appointed by Gov. Mike Easley to the Superior Court bench. At 34, Rand is thought to be among the youngest Superior Court judges ever.
 

u Hal Lingerfelt, the N.C. commissioner of banks, is retiring after 34 years with the agency that regulates state-chartered banks and other financial services companies. Lingerfelt, 56, stepped down April 1 for health reasons, one year short of completing his second four-year term.

u Erskine Bowles was endorsed by former Gov. Jim Hunt in the Democratic U.S. Senate race. Bowles faces eight other candidates in the Democratic primary, including Secretary of State Elaine Marshall and former state House Speaker Dan Blue.

u Sen. Brad Miller (D-Wake) resigned as chairman of the Senate Redistricting Committee, saying he wanted to avoid a potential conflict of interest while running for Congress in the new 13th Congressional District he helped draw. Sen. Frank Ballance, a co-chairman of the Senate Redistricting Committee who is running in the the 1st District, said he does not plan to resign the committee post.

u David Reeves of Hendersonville, a principal in The Capitol Corporation investment banking firm, and Connie Haire, vice president of student and institutional development  at Southwestern Community College in Sylva, were appointed by Lt. Gov. Beverly Perdue to the board of directors of AdvantageWest, the regional economic development organization serving 23 western counties. 


The NCCBI master calendar of meetings and events


	APRIL, 2002

	8
	Monday
	2:00 p.m. - 4:00 p.m.
	Legal Issues & Workplace Policies Committee, NCCBI Boardroom  (Meeting Notice)  (Response Form)

	10
	Wednesday
	11:00 a.m.
	Council of Local Chambers, NCCBI Boardroom ( Agenda) ( Response Form)

	18
	Thursday
	2:00 p.m. - 4:00 p.m.
	Education Committee, NCCBI Boardroom (Meeting Notice)  (Response Form)

	23
	Tuesday
	2:00 p.m. - 4:00 p.m.
	Economic Development Committee, NCCBI Boardroom (Response Form)

	24
	Wednesday
	4:00 p.m. - 5:00 p.m.
	Wednesday Lobbyist - NCCBI Board Room

	25
	Thursday
	2:00 p.m. - 4:00 p.m.
	Health Care Committee, NCCBI Boardroom
(Response Form)

	25
	Thursday
	3:00 p.m. - 5:00 p.m.
	Environmental Concerns Executive Committee, NCCBI Library 

	26
	Friday
	10:30 a.m. - 1 p.m.
	Environmental Concerns Committee, NCCBI Library, Raleigh  (Response Form)

	29
	Monday
	2:00 p.m. - 4:00 p.m.
	Transportation Committee, NCCBI Boardroom
(Response Form)

	MAY, 2002

	6
	Monday
	2:00 p.m. - 4:00 p.m.
	Tax & Fiscal Policy Committee, NCCBI Boardroom 

	8
	Wednesday
	7:30 a.m.
	Montgomery County Community Profile Breakfast

	10
	Friday
	10:00 a.m. - 2:30 p.m.
	Young Executives Forum, Wilmington Area (Meeting Notice) (Response Form)

	14
	Tuesday
	7:30 a.m.
	Lee County Community Profile Breakfast

	23
	Thursday
	3:00 p.m. - 5:00 p.m.
	Environmental Concerns Executive Committee, NCCBI Boardroom

	24
	Friday
	10:30 a.m. - 1 p.m.
	Environmental Concerns Committee, NCCBI Boardroom, Raleigh 

	29
	Wednesday
	6:00 p.m. - 7:30 p.m.
	Legislative Reception, ESA  (Response Form)

	30 
	Thursday
	8:30 a.m. - 2:00 p.m.
	Legislative Conference, North Raleigh Hilton (Response Form)

	JUNE, 2002

	4
	Tuesday
	Time TBA
	Small Business Advisory Board meeting, Location TBA  - Raleigh area

	5
	Wednesday 
	7:30 a.m. - 8:30 a.m.
	Wednesday Lobbyist - NCCBI Board Room

	12
	Wednesday 
	7:30 a.m. - 8:30 a.m.
	Wednesday Lobbyist - NCCBI Board Room

	19
	Wednesday 
	7:30 a.m. - 8:30 a.m.
	Wednesday Lobbyist - NCCBI Board Room

	26
	Wednesday 
	7:30 a.m. - 8:30 a.m.
	Wednesday Lobbyist - NCCBI Board Room







































































����Call us at 919-836-1400�Fax us at 919-836-1425�We’re on the web at � HYPERLINK "http://www.nccbi.org" ��www.nccbi.org��You can e-mail us at �� HYPERLINK "mailto:info@nccbi.org" ��info@nccbi.org� � ��April 2002�InSIDE this issue�� Thompson: Wachovia’s�priorities unchanged


 Story, p. 2�u


Speakers finalized for Legislative Conference 


 Story, p. 4�u�Governors urge help�for textile industry �Story, p. 8� u� Workers’ comp rates


fall a bit this month �Story, p. 9� u �Calendar of Events �Listings, p. 14








PAGE  
4

_1047813460.doc
[image: image1.png]






_1079353082.xls
MTHTAX

		State of North Carolina																																Steve Tuttle, NC Magazine          FAX 836-1425

		SCHEDULE  OF  NET  TAX  AND  NON-TAX  REVENUES  AND  TRANSFERS  IN

		BUDGET  VS.  ACTUAL																						4/3/02		Preliminary

		GENERAL  FUND																						3:32 PM

		For the Month of February 2002, and the Eight Months Ended February 28, 2002

		(Expressed In Millions)

												Current Month																Year-To-Date

						Projected																Projected

						Monthly												Percent				Monthly												Percent

						Budget				Actual				Variance				Realized				Budget				Actual				Variance				Realized

		Tax Revenue

		Individual Income  [1]				$   346.0				$   287.3				$   (58.7)				83.0%				$   5,107.0				$   4,790.4				$   (316.6)				93.8%

		Corporate Income  [2]				(4.7)				(29.7)				(25.0)				631.9%				250.1				187.3				(62.8)				74.9%

		Sales and Use				325.6				292.2				(33.4)				89.7%				2,544.4				2,419.7				(124.7)				95.1%

		Franchise				24.4				41.2				16.8				168.9%				311.6				304.7				(6.9)				97.8%

		Insurance				5.7				7.5				1.8				131.6%				97.4				108.1				10.7				111.0%

		Beverage				14.5				14.8				0.3				102.1%				116.9				117.2				0.3				100.3%

		Inheritance				10.8				7.8				(3.0)				72.2%				87.0				69.9				(17.1)				80.3%

		Soft Drink				— 0				— 0				— 0				— 0				— 0				— 0				— 0				— 0

		Privilege License				1.0				1.2				0.2				120.0%				10.2				11.1				0.9				108.8%

		Tobacco Products				3.4				3.5				0.1				102.9%				27.2				27.6				0.4				101.5%

		Real Estate Conveyance Excise				0.5				0.5				— 0				100.0%				9.0				9.0				— 0				100.0%

		Intangibles				— 0				— 0				— 0				— 0				— 0				— 0				— 0				— 0

		Gift				0.2				0.3				0.1				150.0%				2.6				3.5				0.9				134.6%

		White Goods Disposal				0.3				0.3				— 0				100.0%				1.6				1.6				— 0				100.0%

		Scrap Tire Disposal				0.8				0.8				— 0				100.0%				3.2				3.2				— 0				100.0%

		Freight Car Lines				— 0				— 0				— 0				— 0				— 0				— 0				— 0				— 0

		Piped Natural Gas				6.2				4.9				(1.3)				79.0%				30.0				18.1				(11.9)				60.3%

		Other				— 0				— 0				— 0				— 0				— 0				0.1				0.1				— 0

		Non_Tax_Other				— 0				— 0												— 0				— 0

		TaxRound								— 0																0.1

		Misc_				— 0				— 0												— 0				— 0

		Total Tax Revenue				734.7				632.6				(102.1)				86.1%				8,598.2				8,071.5				(526.7)				93.9%

		Non-Tax Revenue

		Treasurer's Investments				14.4				11.9				(2.5)				82.6%				104.7				97.4				(7.3)				93.0%

		Judicial Fees				9.4				9.7				0.3				103.2%				75.2				72.5				(2.7)				96.4%

		Insurance				0.1				— 0				(0.1)				— 0				29.0				11.9				(17.1)				41.0%

		Disproportionate share				— 0				— 0				— 0				— 0				107.0				107.0				— 0				100.0%

		Highway Fund Transfer In				— 0				— 0				— 0				— 0				10.4				10.4				— 0				100.0%

		Highway Trust Fund Transfer In				— 0				— 0				— 0				— 0				171.7				171.7				— 0				100.0%

		Other				31.2				109.9				78.7				352.2%				87.7				170.7				83.0				194.6%

		Non_Tax_Other				31.2				109.8												87.7				170.7

		Total_Round

		Fund Balance Round								0.1																— 0

		Total Non-Tax Revenue				55.1				131.5				76.4				238.7%				585.7				641.6				55.9				109.5%

		Total Tax and Non-Tax Revenue				$   789.8				$   764.1				$   (25.7)				96.7%				$   9,183.9				$   8,713.1				$   (470.8)				94.9%

		[1]  Individual Income Tax  collections are reported net of the following transfer(s) :

												2001-02								2000-01

										Current				Year-To-				Current				Year-To-

										Month				Date				Month				Date

		Individual Income Tax, Reported Net								$   287.3				$   4,790.4				$   302.9				$   4,698.2

		Local Government Tax Reimbursement								— 0				129.0				— 0				129.0

		Individual Income Tax, Adjusted for Transfers								$   287.3				$   4,919.4				$   302.9				$   4,827.2

		[2]  Corporate Income Tax  collections are reported net of the following transfer(s) :

												2001-02								2000-01

										Current				Year-To-				Current				Year-To-

										Month				Date				Month				Date

		Corporate Income Tax, Reported Net								$   (29.7)				$   187.3				$   (12.4)				$   178.4

		Public School Building Capital Fund								10.6				34.6				5.1				40.4

		Critical School Facility Needs Fund								2.5				7.5				2.5				7.5

		Local Government Tax Reimbursement								— 0				101.5				— 0				101.5

		Executive Order #3								— 0				95.1				— 0				— 0

										13.1				238.7				7.6				149.4

		Corporate Income Tax, Adjusted for Transfers								$   (16.6)				$   426.0				$   (4.8)				$   327.8
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The overcollections of tax and non-tax revenue of $419.1 million is expected to decline substantially by June 30, 1996.
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				STATE GENERAL FUND COLLECTIONS (in millions)

												% Collected

								February				+Over/-Under				Fiscal Year				Last Fiscal				%

				Revenue Source				2002				Budget				to Date				Year to Date				Change						Budget

				Individual Income				$   287.3				-17				$   4,790.4				$   4,698.2				+2						$   346.0

				Corporate Income				(29.7)				+532				187.3				178.4				+5						(4.7)

				Sales and Use				292.2				-10				2,419.7				2,336.1				+4						325.6

				Franchise				41.2				+69				304.7				379.9				-20						24.4

				Insurance				7.5				+32				108.1				98.0				+10						5.7

				Beverage				14.8				+2				117.2				113.6				+3						14.5

				Inheritance				7.8				-28				69.9				79.4				-12						10.8

				License				1.2				+20				11.1				7.9				+41						1.0

				Tobacco Products				3.5				+3				27.6				28.2				-2						3.4

				Real Estate Excise				0.5				— 0				9.0				8.2				+10						0.5

				Gift				0.3				+50				3.5				2.7				+30						0.2

				Other				6.0				-18				23.0				34.5				-33						7.3

				TOTAL				$   632.6				-14				$   8,071.5				$   7,965.1				+1						$   734.7
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For the Month of February 2002, and the Eight Months Ended February 28, 2002


(Expressed In Millions)


Current Month Year-To-Date


Projected Projected


Monthly Percent Monthly Percent


Budget Actual Variance Realized Budget Actual Variance Realized


Tax Revenue


Individual Income  [1] 346.0 $       287.3 $       (58.7) $        83.0% 5,107.0 $      4,790.4 $      (316.6) $     93.8%


Corporate Income  [2] (4.7)             (29.7)          (25.0)           631.9% 250.1            187.3            (62.8)          74.9%


Sales and Use 325.6          292.2          (33.4)           89.7% 2,544.4         2,419.7         (124.7)        95.1%


Franchise 24.4            41.2            16.8            168.9% 311.6            304.7            (6.9)            97.8%


Insurance 5.7              7.5              1.8              131.6% 97.4              108.1            10.7            111.0%


Beverage 14.5            14.8            0.3              102.1% 116.9            117.2            0.3              100.3%


Inheritance 10.8            7.8              (3.0)             72.2% 87.0              69.9              (17.1)          80.3%


Privilege License 1.0              1.2              0.2              120.0% 10.2              11.1              0.9              108.8%


Tobacco Products 3.4              3.5              0.1              102.9% 27.2              27.6              0.4              101.5%


Real Estate Conveyance Excise 0.5              0.5              —           100.0% 9.0                9.0                —           100.0%


Gift 0.2              0.3              0.1              150.0% 2.6                3.5                0.9              134.6%


White Goods Disposal 0.3              0.3              —           100.0% 1.6                1.6                —           100.0%


Scrap Tire Disposal 0.8              0.8              —           100.0% 3.2                3.2                —           100.0%


Piped Natural Gas 6.2              4.9              (1.3)             79.0% 30.0              18.1              (11.9)          60.3%


Other —           —           —           —            —             0.1                0.1              —          


Total Tax Revenue 734.7          632.6          (102.1)         86.1% 8,598.2         8,071.5         (526.7)        93.9%


Non-Tax Revenue


Treasurer's Investments 14.4            11.9            (2.5)             82.6% 104.7            97.4              (7.3)            93.0%


Judicial Fees 9.4              9.7              0.3              103.2% 75.2              72.5              (2.7)            96.4%


Insurance 0.1              —           (0.1)             —            29.0              11.9              (17.1)          41.0%


Disproportionate share —           —           —           —            107.0            107.0            —           100.0%


Highway Fund Transfer In —           —           —           —            10.4              10.4              —           100.0%


Highway Trust Fund Transfer In —           —           —           —            171.7            171.7            —           100.0%


Other 31.2            109.9          78.7            352.2% 87.7              170.7            83.0            194.6%


Total Non-Tax Revenue 55.1            131.5          76.4            238.7% 585.7            641.6            55.9            109.5%


Total Tax and Non-Tax Revenue 789.8 $       764.1 $       (25.7) $        96.7% 9,183.9 $      8,713.1 $      (470.8) $     94.9%





