MINUTES
of the
ECONOMIC AND RURAL DEVELOPMENT AND TELECOMMUNICATIONS
COMMITTEE
June 17, 2004
Room 322, State Capitol

The meeting of the Economic and Rural Development and Telecommunications
Committee was called to order by Representative Mary Helen Garcia, chair, at 10:10 a.m. on
June 17, 2004.
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Rep. Mary Helen Garcia, chair Sen. Roman M. Maes, II1, vice chair
Rep. Daniel R. Foley Rep. Jose A. Campos

Sen. Mary Jane M. Garcia Rep. Richard Cheney

Sen. Phil A. Griego Sen. Clinton D. Harden, Jr.

Rep. Patricia A. Lundstrom Sen. Carroll H. Leavell

Rep. Andy Nunez Sen. John Pinto

Sen. William E. Sharer
Rep. Richard D. Vigil

Advisory Members
Rep. John A. Heaton Sen. Ben D. Altamirano
Rep. Ted Hobbs Sen. Dianna J. Duran
Rep. Pauline J. Ponce Rep. Dianne Miller Hamilton
Rep. Debbie A. Rodella Sen. Stuart Ingle
Rep. Harriet Ruiz Sen. Timothy Z. Jennings
Rep. Nick L. Salazar Sen. Raymond Kysar
Rep. Thomas E. Swisstack
Sen. Leonard Tsosie
Staff
Gordon Meeks
Rachel Ray
Larry Matlock
Guests

The guest list is in the meeting file.

ECONOMIC DEVELOPMENT DEPARTMENT STATUS REPORT

Rick Homans, secretary of economic development, introduced members of his staff,
including Deputy Secretary Debbie Fleischaker, Director of Administrative Services Frank
Marquez, Rorie Hanrahan and Christopher Lee, deputy director of the film office. Secretary
Homans told the committee that the department has 58 business leads that the department is
actively responding to in efforts to recruit businesses to New Mexico. He said department staff is




on the road 90 percent of the time, which includes trade shows. He said the marketing effort is
very aggressive.

He cited the Office of Mexican Affairs and Trade as an example of the department's new
assertiveness. The maquiladora supply program is a key component of these efforts. The
objective is to attract midwest suppliers of the automobile manufacturers in Chihuahua to New
Mexico. The border region is more competitive with Asia, and the objective is to convince the
auto suppliers to take advantage of New Mexico's proximity to Mexico. He cited Eclipse
Aviation as an example of suppliers moving to New Mexico to be close to their manufacturing
market.

He thanked the committee for the legislature's support of the Office of Space
Commercialization and its efforts to attract the X-Prize and mentioned the Burt Rutan, the first
privately funded ship to go to space last month over the Mojave Desert.

He went on to summarize several department initiatives, including the assistance program
for cooperative advertising, funded this year at $200,000. The money is distributed on a
competitive basis to communities that submit the best proposals for their marketing campaigns.

In discussing the job training incentive program, he said that there is some confusion over
eligibility. The department is trying to encourage higher wage jobs and, therefore, challenging
the status quo of the conventional training expenditures for $8.00 to $9.00 an hour jobs.

He told the committee that there are eight new communities participating in the certified
communities program this year.

He announced the appointment of Lisa Strout as the new director of the film office. He
also said that New Mexico may be cooperating with California in trying to hold more motion
picture productions in the United States to prevent them from going to Canada. Having
California working with New Mexico may provide some additional clout in attracting
filmmakers.

He completed his prepared remarks with references to the department's support for
business incubators, cooperation with other state agencies and the Main Street program.

Questions and comments from the committee addressed:

. the status of the Main Street program;

. the work force development program;

. the capital outlay process;

. state parks as tourism attractors and rural economic development generators;

. the film training institute;

. "secured manufacturing" and a seamless and secure corridor from the border to

avoid additional inspections along the way;
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. the Verdi Group, which made a large investment in Santa Teresa;

. the aerospace engineering program at NMSU, the spaceport and the potential need
for more money for the X-Prize;

. how many out-of-state companies have been recruited by the department;

. to emphasize or not emphasize high-wage jobs;

. small business development and the Axion Corporation;

. Los Alamos National Laboratory and the Hydrogen Research Institute;

. a center of excellence for hazardous materials handling;

. how many new jobs have been created in New Mexico since the administration
has taken over;

. loss of revenue from oil and gas due to the governor's support for wilderness
designation for Otero Mesa;

. loss of capital outlay in the Roswell area; and

. how Silver City copper mines are picking up again, hiring 300 employees up from

90; yet, the president of a mining company said that New Mexico is the worst
state in the union with which to do business because of the remediation expense
of $120 million — the additional catch being the gross receipts tax. Otherwise,
the company could have doubled its employment.

ECLIPSE AVIATION

Jack Harrington, vice president of business affairs at Eclipse Aviation, told the committee
that Eclipse is changing the value proposition in aviation. He said the company's market is the
owner-operators of "air taxi" or "air limo" services, corporate flight departments, package
delivery companies and flight training businesses. The company currently has 320 employees
with a total payroll this year of $19 million.

Eclipse is in the business of manufacturing five-passenger, twin-engine jet aircraft that
will be priced at $1 million apiece. The lowest priced aircraft in this market today is $4 million.
Operating costs of an Eclipse aircraft will be half the cost of today's fleet average. These planes
will open the 10,000 airports in North America not currently served by commercial airlines to
commercial passenger traffic. Eclipse expects Federal Aviation Administration certification of
its aircraft by March 2006. Mr. Harrington said that the company has orders for 2,100 aircraft
with deposits of $97,000 per aircraft already in the bank.

He described the aircraft's construction attributes, including the new technology of
friction welding, that company suppliers Fuji Industries and Pratt and Whitney provide. Also,
these suppliers plan major expansion in New Mexico once Eclipse reaches full production.
Eclipse expects to have 1,500 employees and its suppliers expect to hire another 1,000 people in
New Mexico at full production, with a total payroll of $76 million. More New Mexicans are
expected to be in its employee base as production and training are ramped up. He said the
primary attractions to New Mexico for the company are the flying climate, the in-plant training
program, the attitude of New Mexico's leaders in wanting the company to come, and the



industrial revenue bonds made available for the company's manufacturing facilities and capital
infrastructure.

The company will pay higher salaries to its employees than the average in New Mexico
by a factor of two, he testified. He said Eclipse has built two buildings at the Sunport as part of
a $3 million investment that the company will leave behind for the city when it moves into a new
building at the Double Eagle Airport.

Questions and comments from the committee addressed:
. public education; Mr. Harrington said that employees have master's degrees and

doctorates and they want better schools for their kids. These employees do not
like what they hear about New Mexico's public education system,;

. runway requirements for the aircraft are 2,040 feet;

. the flying ceiling of 41,000 feet;

. the number of locals hired;

. work with New Mexico universities and community colleges in work force
training;

. out-sourcing and percentage of New Mexico people for public relations, supplies,
insurance, etc.;

. planned competition from Honda;

. the difficulty of travel to small cities like Roswell and the need for and advantage
of aircraft such as Eclipse for those cities; and

. the role of the Economic Development Department in Eclipse's efforts.

WORK PLAN FOR 2004

The committee set the following itinerary for the interim:

July 15 and 16 in Santa Fe;

August 5 and 6 in Roswell;
September 23 and 24 in Grants;
October 14 and 15 in Las Cruces; and
November 18 and 19 in Santa Fe.

The committee discussed and developed a work plan to focus on the status of
implementing legislation enacted in recent years, especially in rural development and
telecommunications. Several initiatives in recent years have been funded and bills enacted on
which the committee will receive progress reports. They include:

(1) work force development and in-plant training;
(2) business incubators in New Mexico;
(3) marketing efforts by New Mexico;



(4) the E-government MAGPortal of the Taxation and Revenue Department;
(5) individual development accounts; and
(6) reform of the public capital funding process.

The committee will also receive testimony on conditions in various business sectors, such
as the arts, mining, dairies, nuclear energy and small business. On rural affairs, the committee
anticipates hearing testimony on the impact of new septic tank regulations that may affect rural
communities. Finally, some members of the committee are concerned about the potential effect
in New Mexico of outsourcing jobs to Asia.

The committee adjourned at 3:00 p.m.
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