




SPECIAL PREVIEW REPORT ON THE 2003 Legislative Session
This is the printout / fax version of the online newsletter, with fewer pictures and graphics
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Myrick, McIntyre to keynote Legislative Conference luncheon
Two veteran members of North Carolina’s congressional delegation will be the keynote luncheon speakers at NCCBI’s Legislative Conference on Feb. 4. Ninth District Republican Sue Myrick of Charlotte and Seventh District Democrat Mike McIntyre of Lumberton will give their perspectives on federal issues during the conference at the McKimmon Center. The luncheon kicks off the conference, which runs through the afternoon and then concludes with the Legislative Reception, which will be held that evening at the Capital City Club.

McIntyre was elected to a fourth term last November. In the new 108th Session of Congress, he moves up in seniority on both the House Agriculture and Armed Services Committees. He will also serve as co-chairman of a Business and Technology Task Force, co-chairman of the Special Operations Forces Caucus, and co-chairman of the Fatherhood Promotion Task Force. He also  is a member of the Blue Dog Coalition. McIntyre was named as the first recipient ever of an international award in public policy by the International Association of Personnel in Employment Security for his efforts to produce job opportunities and increase worker training. The National Association of Development Organizations has honored him for leadership in regional economic development, and the Southern Economic Development Council chose him for its Legislative Honor Roll. Last year he won the North Carolina Employment Security Advancing Workforce Development Award.

Since her election to Congress in 1994, Myrick, a former two-term mayor of Charlotte, has gained influence in the Republican Caucus and sits on the powerful Rules Committee. She also serves as a member of the Republican Conference's Communications Working Group, helping to coordinate the House Republican message.

The top leaders of the state House and Senate also will appear at the Legislative Conference, including Senate President Pro Tem Marc Basnight and the Speaker of the House. Also appearing will be Senate Minority Leader Patrick Ballantine and the House Minority Leader. Other speakers include Labor Commissioner Cherie Berry, Commerce Secretary Jim Fain and Fiscal Research Division Director Jim Johnson.

The chairs of NCCBI's seven policy committees will report on positions their groups have adopted on key issues facing the General Assembly.

NCCBI would like to thank the member companies who are financially supporting the Legislative Conference through sponsorships, including First Citizens Bank, Georgia Pacific, Sara Lee, Metro Magazine, Lowe's Companies, GlaxoSmithKline, N.C. Telecommunications Industry Association, RBC Centura, Carolina Tractor, RSM McGladrey and Smoky Mountain Hosts. Other sponsorship opportunities are available. For information in sponsorships, contact NCCBI's Rosemary Wyche at 919-836-1413 or by e-mail at rwyche@nccbi.org 

The all-inclusive cost of attending the conference is $100 for NCCBI members, or $75 for groups of five registering together. Non-members pay $120. NCCBI members should watch their mail for a brochure we’ve mailed you that contains complete information on registering for the conference. Members also can register online through the NCCBI web site, www.nccbi.org. Below is an overview of the agenda:

Conference Agenda
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 11:45 am -- Registration opens
[image: image2.png]


 12:00 pm -- Buffet lines open for lunch
[image: image3.png]


 12:30 pm -- Welcome by NCCBI Chair Jim Hyler
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 12:35 pm -- Luncheon speakers
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 1:10 pm -- Senate Perspective, Senate President Pro Tem Marc Basnight
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 1:25 pm -- House Perspective, Speaker of the House (to be announced)
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 1:40 pm -- Budget Outlook, General Assembly Fiscal Research Division Director Jim Johnson
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 1:55 pm -- Presentation of Position Statements by NCCBI Committee Chairs:
       [image: image9] Economic Development, Lew Myers
       [image: image10] Education, Clark Plexico
       [image: image11] Environmental Concerns, Ed Scott
       [image: image12] Health Care, Carla DuPuy
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 2:30 pm -- Labor-Related Legislative and Regulatory Issues, Commissioner of Labor Cherie Berry
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 2:45 pm -- N.C.’s Economic Development Strategic Plan, Secretary of Commerce Jim Fain
[image: image15.png]


 3:00 pm -- Break
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 3:15 pm -- Governor’s Economic Agenda, Governor’s Senior Policy Advisor for Fiscal Affairs Dan Gerlach
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 3:30 pm -- Presentation of Position Statements from NCCBI Committee Chairs:
       [image: image18] Legal Issues/Workplace Policies, George Teague
       [image: image19] Tax and Fiscal Policy, Lucius Pullen
       [image: image20] Transportation, Marshall Henry
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 4:00 pm -- Senate Minority Perspective, Senate Minority Leader Patrick Ballantine
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 4:15 pm -- House Minority Perspective (to be announced)
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 4:30 pm -- Wrap-up, NCCBI President Phil Kirk
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 4:45 pm -- Closing Remarks and Adjournment

Legislative Reception
Please join us at a reception from 5:30 - 7:00 p.m. as we honor legislators and members of the Council of State, Governor’s Cabinet, Supreme Court and Court of Appeals for their public service. The reception will be held at the Capital City Club in downtown Raleigh.




Democrats mostly back Black for Speaker
Rep. Jim Black has the support of most -- but not all -- House Democrats in his long-shot bid for a third term as Speaker. At last week's caucus meeting, the Matthews optometrist got the votes of 49 of the 55 Democrats attending. Six of the party's most liberal members supported Rep. Mickey Michaux of Durham (essentially the same group that delayed the budget summer before last over their opposition to a sales tax increase) and four others were absent. Rep. Michaux, starting his 13th term, was nominated for Speaker by Rep. Martin Nesbitt of Asheville.  

Putting the best face on the splintered outcome, Black noted that he got more votes from his caucus than Republican leader Rep. Leo Daughtry of Smithfield got from his. Daughtry got 36 votes for Speaker when Republicans caucused recently. Rep. Connie Wilson (R-Mecklenburg) got 20 votes. Daughtry claims he has picked up more votes since then, but it's now obvious that neither Black nor Daughtry has enough support to win the top post on the first ballot when the General Assembly convenes on Jan. 29. Both continue to insist they have supporters from the other party but neither will name names. But both are reaching across the aisle to steal votes, saying they are willing to share power in the next session.

Obviously fearing that some might cut a deal with Black, the state Republican Party demanded that each of the  61 House Republicans sign a pledge saying they will only vote for one of their own. Fifty-six signed the pledge but five didn’t: Reps. Cary Allred (R-Alamance), Richard Morgan (R-Moore), Wilma Sherrill (R-Buncombe), Steve Wood (R-Guilford) and Danny McComas (R-New Hanover). Some House Republicans, including Morgan, say they don't believe Daughtry can garner support from every member of the caucus. Allred was quoted in the paper as saying there are three or four Republicans who "would rather die and go to hell" than to vote for Daughtry. However, Daughtry continues working the phones, and released an endorsement letter with the signatures of all 17 freshman Republicans saying they will vote for him.

With the situation so fluid, both Democrats and Republicans fret about how the process of voting for Speaker. Many observers believe it will take several rounds of balloting before someone wins the Speaker's race. If that's so, then the method of balloting may be important. Daughtry held a conference call with groups of House Republicans to talk about what method of balloting they like best. Daughtry supporter Rep. Sam Ellis (R-Wake) said the group wants all speaker nominations to be made at once hold a series of votes in which the low vote-getters are dropped off each time. That's also Black's preferred method for electing a Speaker. Rep. Morgan and others leaning toward one of the long-shot candidates prefers allowing all candidates to remain in the running through all the votes. He said that method will assure that a Republican is elected Speaker if it becomes clear Daughtry can't assembly a majority. Deciding which method they will use to elect a Speaker is one of the first items of business after the House convenes. 


	House and
Senate Leaders
	Base
Pay
	Per
Diem
	Travel
Expense
	Office
Expense
	Total '02
Income
	Total '01
Income

	House Speaker 
Jim Black
	$38,151
	$20,488
	$3,983.15
	$16,956
	$79,578.15
	$92,543.90

	Senate Pres. Pro Tem Marc Basnight
	$38,151
	$14,872
	$4,399.30
	$16,956
	$74,378.30
	$87,908.20

	House Speaker Pro Tem
Joe Hackney
	$21,739
	$16,536
	$852.60
	$10,032
	$49,159.60
	$64,482.00

	Senate Deputy Pro Tem
Frank Ballance
	$21,739
	$9,256
	$649.60
	$10,032
	$41,676.60
	$60,006.20

	House Majority Leader
Phil Baddour
	$17,048
	$15,080
	$893.20
	$7,992
	$41,013.20
	$58,715.50

	House Minority Leader
Leo Daughtry
	$17,048
	$14,664
	$382.80
	$7,992
	$40,086.80
	$58,808.98

	Senate Majority Leader
Tony Rand
	$17,048
	$13,936
	$1,904.14
	$7,992
	$40,880.14
	$54,764.70

	Senate Minority Leader
Patrick Ballantine
	$17,048
	$8,944
	$1,674.75
	$7,992
	$35,631.75
	$56,629.00

	Source: Legislative Services Office



Spending less time in Raleigh reduces legislators' income
But remaining in session past scheduled adjournment costs $1.8 million
Last year’s session of the General Assembly, which convened on May 28, was expected to adjourn on June 30, the last day of the fiscal year when a revised state budget for the current year was supposed to be in place. Instead of lasting 34 calendar days, the session dragged on until Oct. 4 for a total of 130 days and pushed up the cost of the session by at least $1.8 million.

According to figures from the General Assembly’s Legislative Services Office obtained by NCCBI, last year’s session of the General Assembly cost taxpayers a total of about $6.4 million in salary and expenses for the 170 legislators. That’s down from the $8.9 million cost for the 2001 session, which ran a record 317 days in length. Serving in the General Assembly is considered a part-time job.

The legislature’s shorter stay in Raleigh last year reduced each member’s pay considerably from the year before. On average, each legislator earned $37,481 last year compared to about $56,000 in 2001. The reduction in pay is mainly because legislators were paid considerably less in per diem expense money than the year before. Legislators receive $104 per day, seven days a week, in expense money for the entire time the General Assembly is in session.

The highest-paid legislator last year, House Speaker Jim Black, earned about $79,578 compared to $92,542 the year before. That’s mainly because Black claimed $20,488 in per diem money in 2002 compared to $32,968 during the record-setting 2001 session. Black’s per diem in 2002 indicates he worked 67 days when the legislature wasn’t in regular session.

The same decline in income from less per diem money generally was true for all the House and Senate leaders, whose compensation is detailed in the chart above covering both years of the biennium.

If the General Assembly had adjourned as scheduled on June 30, each legislator would have received at least $3,536 in per diem expense money, for a total expense to the state of at least $601,120. Instead, the state paid $2,412,904 in per diem for the entire year, yielding the roughly $1.8 million cost in overtime pay. Staying in Raleigh that additional 96 days fattened each legislator’s paycheck by just under $10,000, although some claimed more and some claimed fewer days.

In fact, a majority of legislators claimed per diem for more than the 130 days that the General Assembly was in session. Among them was Sen. Charles Carter (D-Buncombe), who was injured in a freak accident and missed several weeks of the session. He claimed 174 days of per diem money, worth $18,096.

Each legislator’s income is a factor of at least four components. Each earns a base annual salary of $13,951. Each also receives an office allowance of $559 a month, 12 months a year. Because they aren’t required to turn in receipts, the office allowance is considered income. In addition, legislators receive the $104 per diem money, seven days a week, throughout the time the General Assembly is in session, and its non-taxable except for those legislators who live less than 50 miles from Raleigh. Finally, all legislators (except those who live in Wake County) are reimbursed for travel expenses for driving back and forth to Raleigh from their homes, at the rate of 29 cents a mile. The salaries of legislators’ office assistants are paid by the state; they work full-time during the session and part-time the rest of the year. Legislators also receive an $1,800 biennial telephone allowance plus free stationery.

Members of the House and Senate leadership team receive higher salaries and office allowances, as shown in the chart above.



Poll finds wide support for session limits
Each year before the start of a new legislative session, the Associated Press surveys members on various topics. Here's the results of this year's survey, which received responses from 47 of 120 incoming House members and 25 of 50 incoming senators:

Session limits -- 80 percent of senators and 48 percent of House members responding to the AP survey favor limiting the length of legislative sessions. None of the 25 senators who responded said they wanted the current format left unchanged; 28 percent of House members who replied favored no change. Six House members and four senators said they favored a move to a full-time legislature.

Campaign financing -- 60 percent of senators and 64 percent of House members who responded to the survey said they oppose extending public financing to pay for legislative campaigns.

Tax increases -- 91 percent of House members and 88 percent of senators said state spending should be reduced, with cuts targeted at specific agencies and program. Only 28 percent of senators and 17 percent of House members said they favor any kind of a tax increase. Nineteen percent of House members and 28 percent of senators favor across-the-board spending cuts. Sixty-four percent of House members and 56 percent of senators favor halting the transfer of money from the Highway Trust Fund into the General Fund. 

Limiting budget growth -- Sixty-two percent of House members and 48 percent of senators favor a proposal to limit increases in state spending to population growth and increases in inflation.


Hyler commission offers final report and recommendations 
One of the best ways to improve the efficiency of state government would be to eliminate half of the 10,000 vacant state jobs and let those agencies keep up to half of the $180 million annual savings, according to the final report from the Governor's Commission to Promote Government Efficiency and Savings on State Spending. The commission, chaired by First Citizens Bank Vice Chairman Jim Hyler of Raleigh, who is this year's NCCBI chair, also recommends dozens of other money-saving ideas, including:
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 Conducting a comprehensive examination of the structure of state government, particularly the Executive Branch.
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 Moving to a zero-based budgeting system as the best way to move away from the incremental increases in funding usually approved for agencies.
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 Eliminating several outdated boards and commissions and coldly eyeing the regulatory authority of many others.
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 Simplifying the state tax structure and centralizing the collection of revenues into a single agency.

Gov. Mike Easley sent a memo to members of the Council of State, all state government department heads, UNC System President Molly Broad and Community College System President Martin Lancaster asking them to review the Hyler Commission report and prepare responses to him by Feb. 14 on how they might implement its recommendations.

Another major government study commission, the Commission to Modernize State Finances, also recently issued its final report and recommendations. Chief among them was a recommendation to consider extending the state sales tax to include services. The state imposes the 4.5 percent sales tax on goods worth roughly $74.4 billion. including services would boost the sales tax base to more than $216 billion, the commission noted.

You can read and download both reports from the Office of State Budget and Management web site.   



State Government Watch
State budget shows small surplus at yearend
Gov. Mike Easley said tax collections were running $57.9 million ahead of budget as of Dec. 30 and points out that North Carolina is one of only a handful of states currently enjoying a balanced budget. The small budget surplus – which will be reduced by a payout of about $24 million to help cities and counties pay for cleaning up after the recent ice storm – results more from the legislature’s low expectations for revenue growth than in actual growth in tax collections. Still, the state’s revenue picture is decidedly brighter than a year ago. Through November, the fifth month in the fiscal year, the state’s unreserved credit balance stands at $388 million, compared to a negative $134 million in November 2001 when the state technically was broke. Total state revenue is roughly $700 million more than at this point a year ago. A chart detailing the status of state revenues in all line items is available at the NCCBI web site. 
Fast Facts: The N.C. Employment Security Commission paid out $1.21 billion in unemployment benefits to jobless workers in 2002. That compares with $944 million in 2001 and $494 million in 2000.




NCCBI News

Keynote speaker, award winners announced for Annual Meeting 
Bob Ingram, the nationally-known pharmaceutical industry leader, will deliver the keynote luncheon address at NCCBI’s 61st Annual Meeting, set for Wednesday, March 19 at the Raleigh Convention and Conference Center. At the meeting, NCCBI will bestow its Citation for Distinguished Citizenship on John F. McNair III, former president and CEO of Wachovia Corp. The winner of the Citation for Distinguished Public Service will be announced shortly.

This year’s Annual Meeting will take on a different look. In response to feedback from members, there will be no formal sitdown dinner. Instead, both awards will be presented at the luncheon. An expanded reception will replace the dinner.

An even larger NCCBI Expo — more than 70 booths are expected — will be held throughout the day, along with two afternoon seminars. The events will close with a reception from 5 to 7 p.m. Additional details and a registration form should be arriving in your mail shortly, and further information also is available at our web site (www.nccbi.org).

McNair operated several small businesses in his native Laurinburg in the 1950s and ’60s and then took over the family bank upon the death of his father in 1966. Two years later, The State Bank merged with Wachovia and he remained with the larger bank. Known for tightening budgets and a small bank philosophy, he moved on to Winston-Salem and worked his way up the corporate ladder to become the bank’s top executive. He also served as president of the North Carolina Bankers’ Association and chaired its legislative committee.

Equally impressive have been his civic contributions to the state. He has taken a serious interest in Wake Forest University, Peace College and Davidson, where he served as an alumni-elected trustee. He was a member of the State Highway Commission and the Board of Economic Development. In Winston-Salem, he has been a director of numerous business and charitable organizations.

Ingram, the former CEO of London-based Glaxo Wellcome, was named COO and president of worldwide pharmaceutical operations after Glaxo merged with SmithKline Beecham two years ago. He retired from that post at the end of 2002 after turning 60, the mandatory retirement age for GSK executives. He remains as a part-time vice chair of pharmaceuticals and serves as a special adviser to the company.

Ingram, who began his pharmaceutical career as a sales representative, earned a glistening reputation as an effective advocate for GSK and the industry in Washington. His influence was evident at a black-tie GOP fund-raiser last summer in the nation’s capital. On a night when nearly $30 million was raised, Ingram was asked to offer the presidential toast to George Bush.


Help the North Carolina Magazine find the best restaurants in the state 
If you needed to know the best restaurants in various cities across North Carolina – places where you might eat when traveling on business or entertaining clients, -- you’d ask friends in those cities for recommendations, right? That’s what NCCBI is doing in a brief survey that will take you one minute to fill out. We've posted the survey form at our web site, and we invite all members to participate in the survey. We plan to use your recommendations in a story in the June issue of the North Carolina Magazine on the best restaurants in the state. Please vote for two restaurants in each category, although one selection is fine. Thank you for your time and consideration. 
Policy committees wrap up work on legislative positions 
NCCBI policy committees met regularly over the past four months developing position statements on public policy issues that are being evaluated by the Executive Committee. Some of the position statements address immediate needs of the state’s business community. Others address long-range goals that will require long-term strategies during the upcoming legislative session and beyond. Some of the positions address issues that may need to be considered through administrative rather than legislative channels. The Executive Committee is carefully considering these position statements as the state’s business’ agenda is set for the 2003-04 legislative session.

The committees have put in many hours of hard work developing the position statements, particularly the chairs and vice chairs of the groups. The NCCBI staff thanks these volunteers for the time they have devoted to the process and would like to thank them publicly. They are:
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 Economic Development: Chair Lew Myers of Durham, president of LHM Associates. Vice Chair Watts Carr of Greensboro, former assistant secretary of the N.C. Department of Commerce.
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 Education: Chair Clark Plexico of Raleigh, president of Clark Plexico Consulting Inc. Vice Chair Larry Seigler of Greenville, a retired executive who formerly served as vice president of corporate affairs with Catalytica Pharmaceuticals.
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 Environmental Concerns: Chair Ed Scott of Winston-Salem, an independent consultant and lobbyist and a retired executive with RJ Reynolds Tobacco Co. Vice Chair Jerry Coker of New Bern, area regulatory manager for Weyerhaeuser.
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 Health Care: Chair Carla DuPuy of Charlotte, director of environmental affairs for Crescent Resources Inc., a business group within Duke Energy Corp. Vice Chair John Peterson of Raleigh, account director with Capital Strategies Inc.
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 Legal Issues and Workplace Policies: Chair George Teague of Raleigh, partner with the law firm of Moore & Van Allen. Vice Chair George Suddath of Raleigh, vice president of corporate affairs with Pepsi Bottling Ventures LLC. Suddath is relatively new as a leader of the committee but has been an active member who worked diligently to help block an ergonomics standard in North Carolina. He is a member of the executive board of the N.C. Soft Drink Association; a board member of N.C. FREE; a member of the Governor’s Council on Mentoring and a member of the N.C. Professional Lobbyists Association. Before joining Pepsi Bottling, he was vice president of operations for the Raleigh division of PepCom Industries, vice president and general manager of the Rocky Mount division of PepCom; and plant manager of Seven-Up Bottling Co. in Raleigh.
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 Tax and Fiscal Policy: Chair Lucius Pullen of Raleigh, an attorney in private practice.  Vice Chair Lyman Cooper of Raleigh, regional vice president for CSX Corp.
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 Transportation: Chair Marshall Henry of Rocky Mount, president and CEO of c.s. Henry Transfer Inc. Vice Chair Christie Barbee of Raleigh, executive director of the Carolina Asphalt Pavement Association.
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 Council of Local Chambers: Chair Connie Majure-Rhett of Wilmington, president of the Greater Wilmington Chamber of Commerce. Vice Chair Danny Hearn of Statesville, president of the Statesville Chamber of Commerce.

[image: image37.png]


 Small Business Advisory Board: Chaired Steve Zaytoun of Cary, president of Zaytoun & Associates Inc. Vice Chair Pickett Council Wadsworth of Lake Waccamaw, an executive with Council Tool Co.
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 Young Executives Forum: Chair Tracy Crevar of High Point, director of marketing and business Development for Dixon Odom PLLC. Vice Chair Harry Williams of Boone, associate vice chancellor at Appalachian State University. Both Crevar and Williams are new leaders of the committee. Crevar served as vice chair last year and succeeds Jeff Benson, with Kilpatrick Stockton in Raleigh, whose term ended in December. Crevar has served as Firm Director of Marketing and Business Development for Dixon Odom PLLC, Certified Public Accountants and Consultants, for over a decade.  Crevar joined Dixon Odom a decade ago as its first marketing director and has been responsible for building a marketing culture within the firm and developing a marketing and business. She oversees all marketing and sales initiatives for the firm’s 16 offices across the Southeast. Crevar is president-elect of the Association for Accounting Marketing and will begin her term as president on July 1. A resident of Greensboro, she holds marketing and management degrees from Appalachian State University. As associate vice chancellor at Appalachian State University, Williams is responsible for implementing the university’s diversity plan. He has held posts in admissions since 1988. Previously, he served as director of admissions at N.C. A&T State University. He is a member of the State Board of Residency Appeals in North Carolina and an NAACP Student Chapter advisor.  He received the National Panhellenic Council Outstanding Service and Commitment Award in 1997. He holds a doctorate of higher education administration from Tennessee State University.

In a recent change in the NCCBI bylaws approved by the board of directors, the chairs of the Young Executive Forum and the Small Business Advisory Board had been added to the association board. 
Please welcome these new members
Companies that joined NCCBI in November and December, along with the name of the key executive at each company, include: Asplundh Tree Expert Company, Robert G. Atherton, Clayton; AT&T, John Policastro, Raleigh; Automatic Bankcard Services, Kay Field, Cary; B & M Contractors, Inc., Karen Brite, Elizabeth City; Bank of Wilmington, Cameron Coburn, Wilmington; Belmont Land & Investment Company, Bip Carstarphen, McAdenville; Bode Call & Stroup, LLP, John T. Bode, Raleigh; Carolina Marine Terminal, Inc., Michael McCarley, Wilmington; Carter & Associates,  Marcus Jackson, Raleigh; City of Conover, Rick Beasley, Conover; Clinton-Sampson Chamber of Commerce, Linda Williamson, Clinton; CM Black Construction Company, Emmitt Black, Concord; Computer Service Partners, Inc., William Riddick, Raleigh; Conestoga-Rovers & Associates, Inc., Jerry Eplin, Charlotte; Office of Dallas Clark, Dallas Clark, Greenville; Fields and Company Real Estate and Investments, Hugh Fields, Linville; FN Thompson Company, Bob Ferguson, Charlotte; Gerrard-Hasty Heating & Air Conditioning, Kendall Gerrard, Goldsboro; Idealliance, William Dean, Winston-Salem; Independence Hummer, Bill Ingram, Charlotte; Intracoastal Realty, Susie Toole, Wrightsville Beach; Lumberton Area Chamber of Commerce, Cindy Kern, Lumberton; Moncure Properties, Inc., Andrew Weathersbee, Charlotte; NC Society of Surveyors, Melissa Beard, Raleigh; North Carolina Motorsports Association, Ed McLean, Clemmons; Office of Edwin Beam, Ed Beam, Lenoir; Olmsted Village Company, Marty McKenzie, Pinehurst; Pinehurst Southern Pines & Aberdeen Area CVB, Caleb Miles, Southern Pines; Realo Discount Drug Stores, Inc. , Bob Bizzell, Kinston; Rich Commercial Realty, Inc., Michelle Rich, Raleigh; Southeastern Hospitality, Don Angell, Clemmons; Southern Produce Distributions, Inc., Stewart Precythe, Faison; Strayer University, Ann Berger, Arlington, VA; Strickland Insurance Group, Inc. , Robert Strickland, Goldsboro; The Gaston Gazette, Duane McCallister, Gastonia; The Planning Group, Inc., Robert Andrews, Wilson; The Reserves Network, Inc., Nancy Nichols, Elkin; and The Workers' Compensation Law Firm, Sherman Lee Criner, Wilmington. 



Names in the News 
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 Sen. Elizabeth Dole (R-N.C.) was appointed to a seat on the Banking, Housing and Urban Affairs Committee, an important spot for the state's banking community, as well as a seat on the Senate Armed Services panel. Meanwhile, Dole continues rounding out her staff with the hiring of Reggie Holley as deputy state director, Scott Quesenberry as chief counsel and Mary Brown Brewer as communications director. Holley was deputy campaign manager, Quesenberry headed policy development during the campaign and Brewer was communications director.
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 Cong. Bob Etheridge (D-2nd) was appointed as a senior whip for newly-elected Minority Whip Steny Hoyer (D-Maryland). Since 1998, Etheridge has served as one of two whips for the Southeast Region -- an area that includes Florida, Georgia, North Carolina and South Carolina.
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 Norma Mills resigned as chief of staff to Senate President Pro Tem Marc Basnight to become the Dare County attorney. Mills, who has worked on Basnight’s staff since 1993, has been called the most powerful woman in state government and "the 51st senator."
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 Bill Hale, legislative counsel to the N.C. Insurance Commissioner Jim Long for the past 18 years, resigned to join the Raleigh law firm of Jordan Price Wall Gray Jones & Carlton, where he will handle insurance, regulatory issues and other issues.
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 Don Baker, who ran the district office for Cong. Mel Watt (D-12th) and was a close adviser to Harvey Gantt and Erskine Bowles during their Senate campaigns, died Jan. 1, three weeks after being diagnosed with abdominal cancer. He was 52.
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 Hector McGeachy Jr., Senate majority leader and president pro tem during the late 1960s, died Jan. 1. He was 85. McGeachy, of Fayetteville, served in the legislature from 1961-63 and 1965-73. He was the majority leader during the 1967 session and majority leader and president pro tem in 1969. He lost congressional bids to Charlie Rose in 1970 and 1972. 


Washington Watch 

Tax provisions of the Bush Growth economic stimulus plan
President Bush’s new $674 billion economic stimulus plan offers a creative mix of incentives that will encourage more aggressive investment in the stock market and new capital investment by business, which will create more jobs. Designed to jump start the sluggish economic recovery, the package includes accelerated tax rate cuts for individuals and many small businesses, expanded Sec. 179 expensing and elimination of the tax on corporate dividends paid to individuals. The President has asked Congress to send him a final economic stimulus bill by April 15. However, many states worry that the plan will reduce their revenues. North Carolina officials estimate that ending the tax on stock dividends would reduce state revenues by $192 million. Below is a summary of the major provisions of the Bush plan: 
 
End Double Taxation of Dividends: The IRS taxes a company on its profits, then it taxes investors who receive the profits as dividends. The result is that for every dollar of profit a company could pay out in dividends, as little as 40 cents can actually reach shareholders. Under the President’s plan, company profits will still be taxed but individual taxpayers would not be liable for taxes on dividend income. Almost half of all savings from the dividend exclusion would go to taxpayers 65 and older. The average tax savings for the 9.8 million seniors receiving dividends would be $936. The change would return about $20 billion this year to the economy.

Accelerated 10-Percent Bracket Expansion: The expansion of the 10-percent bracket scheduled for 2008 is accelerated to 2003, and is indexed for inflation beginning in 2004. The endpoint of the 10-percent tax bracket increases from $12,000 of taxable income to $14,000 for married couples (and from $6,000 to $7,000 for single taxpayers). This expansion benefits married taxpayers with taxable income over $12,000 and single taxpayers with taxable income over $6,000. 

Accelerated Reduction in Income Tax Rates: The reductions in income tax rates in excess of 15-percent scheduled for 2004 and 2006 are accelerated to 2003, resulting in new rates of 25%, 28%, 33% and 35% (from 27%, 30%, 35% and 38.6%). These reductions benefit married couples with taxable income greater than $47,450 and single taxpayers with taxable income greater than $28,400. 

Accelerated Reduction of Marriage Penalty: The standard deduction for married couples is increased to double the amount of the standard deduction for single taxpayers in 2003. The width of the 15-percent tax bracket for married couples is increased to twice the width for single taxpayers in 2003. These provisions were scheduled to phase-in over the period between 2005 and 2009. These reductions benefit married couples who claim the standard deduction or who have taxable income greater than $47,450. 

Accelerated Increase in Child Tax Credit: The amount of the child tax credit is increased to $1,000 in 2003 (from $600), accelerating a scheduled phase-in over the period between 2005 and 2010. In 2003, the increased amount of the child tax credit will be paid in advance beginning in July 2003 on the basis of information on the taxpayer’s 2002 tax return filed in 2003. Advanced payments will be made in a manner similar to the advance payment checks that were issued in 2001 to reflect the new 10-percent tax bracket. 

Exclusion of Dividends from Individual Taxable Income: Dividends paid by corporations to individuals are excluded from taxable income when paid out of previously taxed corporate income beginning in 2003. Dividends paid by corporations in excess of previously taxed corporate income are included in taxable income. This provision eliminates the double taxation of corporate dividends. 

Increase in Small Business Expensing for New Investment: The amount of investment that may be immediately deducted by small businesses is increased from $25,000 to $75,000 beginning in 2003. The amount of investment qualifying for this immediate deduction begins to phase out for small businesses with investment in excess of $325,000 (increased from $200,000). Both parameters are indexed for inflation beginning in 2004. 

AMT Hold-Harmless Relief: To ensure that the benefits from the acceleration of the tax reductions are not reduced by the AMT, the AMT exemption amount is increased by $8,000 for married taxpayers and by $4,000 for single taxpayers in 2003 through 2005.


Textile state governors slam Bush over trade tactics
President Bush and U.S. Commerce Secretary Don Evans got an angry letter recently from the governors of three major textile states -- North Carolina's Mike Easley, South Carolina's Jim Hodges and Georgia's Roy Barnes -- criticizing them for failing to follow through on promises to protect the textile industry and its workers in trade negotiations. The governors sent a letter to Bush urging the president to keep his pledge to minimize the impact of future trade deals on the U.S. textile industry. "We are writing because we do not see this commitment reflected in your administration's decision to call for the elimination of all remaining tariff protection for our American textile industry and workers as part of the 'Doha Round' of World Trade Organization negotiations," the letter said.  

"For too long in international trade agreements, the United States has sacrificed jobs in the Southeast for market access that benefits other parts of the country – and our citizens have received nothing in return," said Easley. "The Bush administration's proposal threatens to continue that trend by eliminating tariffs without sufficiently addressing unfair trading practices, illegal smuggling and other customs fraud, and non-tariff barriers to trade. And – while their proposal would require other countries with extremely high textile tariffs to lower their tariffs in order to reach parity with the United States – it allows an unfair discrepancy between tariffs to continue for a period of five years, which is too long to wait. Such an approach will not 'level the playing field' for our domestic textile industry; instead it could easily write the United States out of the game altogether.”

Evans responded: "The assertion that the Bush administration has somehow failed to fulfill our obligations to the textile industry and its workers is flat out wrong. The Bush administration has vigorously addressed unfair trading practices, illegal smuggling and customs fraud, and we have been extremely successful in stopping hundreds of millions of illegal trading practices."

U.S. Chamber announces its public policy priorities 
In alphabetical order below are brief descriptions of the issues that the U.S. Chamber of Commerce will be pursuing during the 108th Congress. NCCBI is the state affiliate of the U.S. Chamber. 
Accounting, Auditing, Corporate Reporting and Corporate Governance: Pass technical corrections to the Sarbanes-Oxley Act to correct inaccuracies and inconsistencies. Promote reasonable implementation of the Sarbanes-Oxley Act by the Securities and Exchange Commission. Promote reasonable changes to current accounting standards and reporting regulations.

Comprehensive Energy Policy: Continue to focus national attention on the need to enact a comprehensive national energy policy. Maintain leadership role in the broad-based coalition, the Alliance for Energy and Economic Growth, and work with the 108th Congress to develop a bill that can be signed by President Bush. 

Environment: As Congress and the EPA address environmental policy, work to ensure that any legislation or regulations focus on performance and market-based programs that are based on sound science, rather than command and control mandates. 

Health Care: Focus the attention of lawmakers, regulators and media on the impact of rising health care costs on the economic survival of business. Enact health care and medical malpractice liability reforms to preserve access to health care providers. Fight for less Medicare bureaucracy and better reimbursement for health care providers while focusing on the need to improve benefits and restructure the program for long-term viability. 

Homeland Security: Given the new threats that face our country today, continue to push for improved public-private partnership and planning to protect the nation's critical infrastructure. Work to ensure that the federal government continues to reasonably balance America's national security needs with its economic needs. 

International Trade and Investment: Seek to obtain, through the use of Trade Promotion Authority, the following trade objectives: retake leadership in the Doha Round of multilateral trade talks; push for completion of a Free Trade Area of the Americas agreement; and implement new bilateral trade agreements with Chile and Singapore. In addition, push for vigorous enforcement of U.S. trade laws to protect U.S. business from unfairly traded goods and services, while opening foreign markets to U.S. goods and services.

Legal Reform/Litigation Management: Advance major legal reform under the Institute for Legal Reform's Litigation Fairness Campaign, including comprehensive federal reform of the class action system and work to enact a comprehensive and rational solution to the burgeoning asbestos-related liability crisis. 

Regulatory Affairs: Work to ensure that information used by federal agencies in support of agency policies or regulations is consistent with the Data Quality Act; that federal agencies disclose all data and analyses supporting a proposed regulation; and that the agency proposing the regulation relies upon scientifically-sound evidence in formulating the rule.

Small Business: Encourage passage of small business tax provisions that will provide relief and simplicity to small employers attempting to grow and expand their businesses. Improve the vitality of the small business community by aggressively working to pass Equal Access to Justice Act legislation that will allow small businesses to be reimbursed for attorney's fees when successfully challenging government's regulatory actions in court.

Taxes: Promote efforts to make the Bush tax cuts permanent; ensure faster cost recovery of capital investment; repeal the Alternative Minimum Tax; reduce the capital gains tax; reduce the tax on dividends; remove competitive tax disadvantages experienced by U.S. multinational corporations; immediately repeal the FUTA surcharge; make tax extenders (such as R&E Tax Credit, Work Opportunity Tax Credit; Welfare-To-Work Credit) permanent; and otherwise advance simplification of, and ease of compliance with, the Internal Revenue Code. 

Transportation: During the reauthorization process, work to ensure that the federal transportation trust funds are fully dedicated for the promised purpose of fixing and improving transportation infrastructure problems. Make certain that reauthorization efforts continue to streamline the approval process for transportation projects, thus ensuring the delivery of needed congestion relief and safety improvements more quickly.

Workforce: With state and local chambers, identify issues of importance to the reauthorization of the Welfare Reform Act of 1996, the Workforce Investment Act, the Carl D. Perkins Vocational and Technical Education Act, and the Higher Education Act. These statutes affect not only the quality of the workforce, but also employers' ability to train and retrain workers, and create new and viable career paths. Seek to strengthen the responsiveness of these laws to meet business workforce needs. 


Issues Briefing

The hated luxury car tax finally expires
The federal luxury tax on automobiles expired on Jan. 1. Originally imposed in 1990, the tax at first applied to purchases of cars, yachts, private airplanes, fur coats and jewelry. In 1993, the tax was repealed on all items except cars (after nearly killing North Carolina’s boat-building industry). In 1996, Congress approved a phase-down of the luxury tax on cars; the rate fell from 10 percent to 3 percent in 2002 and the threshold climbed from $30,000 to $40,000. Then on Jan. 1, the 3 percent tax ended. This is one of the few times we can recall that a tax, once imposed, was entirely repealed. Elsewhere in Washington:

Pension Policy: The last Congress ended without lawmakers making major changes to U.S. pension law. That was good news, since many of the proposals would have jeopardized retirement security for many families. The topic will continue to receive attention in Washington. Issues include: company-stock diversification requirements; joint-plan trusteeship mandates; expanded ERISA penalties and fiduciary requirements; and investment advice. A business coalition will remain active on the pension issue. 

Health Care: Network TV news accounts are reinforcing what employers have known for several years -- that health costs, which were contained reasonably well in the mid-1990s, are again rising uncontrollably. Business groups including the National Association of Manufacturers are working with policy-makers on strategies such as health-care tax credits, Medicare reform and medical-liability reform. Business will continue to oppose the ill-advised “Patients’ Bill of Rights.” That legislation, which calls for expanded liability, died when Congress adjourned in late 2002. Similar schemes are being proposed for the new Congress. 

Free Trade: The U.S.-Chile Free Trade Agreement (FTA) concluded in December would, upon its congressional approval, immediately remove Chile’s 8 percent tariffs on more than 85 percent of U.S. consumer and industrial products. Key U.S. export sectors will immediately gain duty-free access to Chile including agricultural machines, construction equipment, autos and auto parts, computers and IT products, medical equipment and paper products. The trade pact also sets the stage for a successful Free Trade Area of the Americas agreement, which could triple U.S. exports to Latin America within a decade. 

New Source Review: Nine northeastern states have filed suit in federal court to block reforms to the Clean Air Act’s New Source Review (NSR) regulation. The reforms, slated to take effect in early March, are strongly supported by industry and would alleviate much of the confusion of previous rules that have kept industry guessing for years about compliance requirements. A separate proposed rule on routine maintenance will go through a formal public comment period. Annual EPA reports document in no uncertain terms that America’s air quality continues to make dramatic improvements since passage of the Clean Air Act in 1970, even as the population, economy, annual vehicle-miles-driven, and overall energy consumption have grown sizably. Since the keys to improving our quality and economic growth are innovation and investment, the EPA’s mix of final and proposed rules will help manufacturers achieve those goals. 

Asbestos Litigation: More than 6,000 companies have been named defendants in asbestos lawsuits; at least 61 have been forced into bankruptcy. Claims -- 95 percent of which are filed by plaintiffs who show no sign of illness -- could continue another 50 years. Sensible legislation is needed that allows courts to distinguish between plaintiffs deserving of compensation and others who aren’t. There are positive signs that the new Congress may be willing to tackle this issue this year. 

Foreign Sales Corporations/Extraterritorial Income (FSC/ETI): The European Union’s (EU) first draft of its final sanctions list is expected to be released shortly. Consensus opinion seems to be that as long as the EU is satisfied that the U.S. is making a bona fide attempt to comply, the earliest that the EU would seek to retaliate would be this summer. Meanwhile, the Administration, Congress, and the business community continue to explore ways to resolve the FSC/ETI issue, and new ideas are being vetted continuously. 
Mobile Machinery: There is growing opposition to the IRS’ proposed regulation to repeal the mobile machinery exemption from highway excise taxes. If the IRS believes such a change is warranted, it should work with the new Congress to review current policy before implementing this significant change. Companies in certain industries -- like oil and water drilling, utilities, commercial construction, timber, tower erectors, equipment leasing and mining -- that use special mobile machinery could be subject to a significant tax increase if the proposed regulation is finalized. Special mobile machinery has been exempt for more than 25 years from the highway excise taxes -- the fuel tax, the heavy-duty tire tax, the retail tax on heavy vehicles, and the annual heavy vehicle use tax. 
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