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California's Economic Recoveryand the Role of the State
Infrastructure and Economic Development Bank

This white paper providebackground on the state's economic recovery and the role of the
California Infrastructure and Economic Development Barahk) The paper was developed
for theAssembly Committee on Jobs, Economic Development and the Ecw{dERE)March
30, 2011 ovesight hearing in Sacramento, Californian agenda and summary of the hearing is
provided in Appendix K.

California workers and businesses are currently facing some of the harshest economic conditions
since the Great Depression. Unemployment in Caldonas reached over 12% and is projected

to remain above double digits well into 2012. Some areas of the state, however, have already
experienced unemployment rates of nearly 30%. It is estimated that over 2.25 million
Californians have lost jobs duririlgis recession and bankruptcies among small businesses have
been nearly double the national average.

One of California's challenges in moving forward is the state's aging infrastructuteeand
limitationsit imposes on amnovatiorbasedeconomy Historically, California has been a

leader and held a comparative advantage otherstates anaations in the area of innovation

and technology. Today, that leadership position is being challenged not only from abroad, but
also by other states wheoeainvesting in a range of infrastructure and technology supporting
activities. During the course of the hearing, testimamiil be provided by senior staff of tHe

Bank and key stakeholder groups who build/ancely upon the stateisfrastructure

dewelopment programt® support the California economy.

Thiswas thesecond in a series of hearings and activities sponsored by JEDE to examine local,
state and federal economic recovery efforts. Earlier in the-2014gislative session, JEDE

began hostig a monthly roundtable of small business stakeholders to oversee the
implementation of the 2010 federal and state Small Business Jobs Acts.

Issues for Consideration

As the diagram to the rightillustrates
infrastructure just one driver tiie California
economy, along with labor, capital, busingss

government and consumers.

A key step in examining theBank's role in the

state's economic recovery and pastession

economy is to set parameters on what is considered
infrastructure. State poly makers have used the
term in a variety of wgs including as reference to
both human (soft) and physical infrastructure

(hard), i.e. workers, patents, schools, housing,




transportation systems, sewers, hospitals, power plants, and communication syatieiresthe
[-Bank's role is limited to the development of physical infrastructure, having a world class
physical infrastructure is essential in supporting human infrastructure networks including those
used in finance, health care, manufacturing and eiduncat

During the course of the hearing, Membeil hear presentations on the current role of the |
Bank andmore specificallyhow it could be used to address the following:

1 Complement and enhance existing work by other state entities oredeayy and the
state's emerging green economy.

1 Catalyze private equity investments in infrastructure.
1 Enhance the state's ability to leverage additional egisthd proposed federal progmam
On May 3,2011, JEDE is scheduled to hear several Asseniltdyrélating to the4Bank and
how its role and structure could be modified to better support the state's economic recovery and

competitiveness ithe postrecession economybescriptions of these measures are included in
AppendixD and a list ofpreliminary programlevelrecommendations is provided in Appendix K

Organization of this paper

The paper is organized into four sections. The first section provides background on the
California economy within a global economic context including information on manufacturing
and foreign trade and investment, both of which are highly dependent statiie

infrastructure. The second section provides backgrounlkdedrBank including program
descriptions and financial statements. The third section outlines California’s infrastructure
planning process. The fourth, and final, section includes aflrscommendationsom the
hearing.

In addition to these sections, the paper includes a number of appendices thatvitayas
useful references to key elements discussed elsewhere in the paper.

1 Appendix A includes a summary chart on the Califotnfeastructure and Economic
Development Bank programs.

1 Appendix B includes fast facts on the California economy includimgp of the state
displaying county unemployment for February 2011 (most current data).

1 Appendix C includes a map of the statefsenéconomic regions.

1 AppendixD includes a summary of infrastructure related legislation from the current and
most recent legislative sessions.



AppendixE includes a summary of state infrastructure financing programs.

AppendixF includes a summary atate and federal grant programs available to support the
development of infrastructure.

AppendixG has a copy of anmeline infrastructurgundinginquiry form.

AppendixH provides a copy of the 2009 annual report from the Infrastructure Bank.

Appendix| has a copy of theggnda andummary oftheMarch 30, 2011oversight hearing.

AppendixJincludes dist of preliminary programevel recommendations frotte March
30, 2011 oversighthearing






Section IT California Economy

This section provides general background on the California economy, including information on
the total value of the California economy, key industries, and regional prdiilesa detail has
been provided on manufacturing and the role foreign trade andrm@gtiay inthe California
economy because of the importance of infrastructure to support national and global supply
chains. The section concludes with a discussion on California competitiveness, including
challenges created by the state's aging infresire.

Readers already familiar with California's economic position within the global economy may
wish to movedirectlyto Section Ili Overview of the Bank

QOverview of the California Economy

As California slowly emerges from the recessidoyble digit unemployment is expected in
many areas of the state throughout28ad 202. While the recession has significantly
impacted a number of industries, some will likely come back, while others will be replaced or
significantly changed as emergiand developed natiotr@nsition to a more technology
networked and resour@mnstrained economy.

The following subsectiosdescribe the California economy using the most current data
available. Due to lags in the reporting of some economic datdathrangesrom 2007 to

2011. For quick referenceAppendix B includes a condensed JEDE authored fact sheet on the
California economy.

The California Economy

California is one of the largest and most diversified economies in the world with gretsge
domestic product (GDRof over $19 trillion in 2009. For comparison, global GDP was $53.3
trillion, with the U.S. ($13.8 trillion) having the highest GDP of any indivichegion, followed

by Japan ($5.@illion), China ($4.9 trillion)Germany ($33 trillion), France ($2.7 trillion)the

United Kingdom ($2.2rillion), Italy ($2.1 trillion), Brazil ($1.6 trillion), Spain ($1.5 trillion),

and Canada ($1.3 trillion)Based on these figures from the International Monetary Fund, if
California were aimndependent nation it would rank as the eighth largest economy in the world.

Historically, thestate's significance in the global marketplace redfitom a variety of factors,
including: its strategic west coast location that provides direct accéss goowing markets in

Asia; its economically diverse regional economies; its large, ethnically diverse population,
representing both a ready workforce and significant consumer base; its access to a wide variety
of venture and other private capital; iteédd base of smaland mediurrsized businesses; and

its culture of innovation and entrepreneurship, particularly in the area of high technology.

As the largest state in the U.S., California is haon&2.4/% of the nation's populatiof0.0% of
all jobs and 13% of the nation's GDMistorically, economic gwth in Californiahasoutpaced
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the growth rate of the nation as a whola 2007 as an example, California's GDP growth rate
was33.9% as compared to theSJat 30.4%. Among other economic digtiions, the statkas
historicallyled the nation in exporelated jobs, small business development, arsihiess start
ups.

Chart 1 provides detail on California's 10 largest private industry sectors based on the number of
jobs. The chart also inclusénformation on the growth of jobs within these sectors and annual
wage rates in 2007, which is the most recent data available.

Chart 17 Job Distribution (2007) and Growth by Industry Sector (20032007)
Industry Sector % of All Jobs | Job Growth Annual Average Wage Rate

(2007)

1 Retail Trade 10.7 6.7 $30,887
2 Manufacturing 9.2 -15.1 66,074
3 Health Care and Social Assistance 8.7 8.8 47,913
4 Accommodation and Food Serviceg 8.3 9.0 18,311
5 Professional, Scientifiand 6.7 3.6 82,067

Technical Services
6 Administrative and Waste Service 6.3 9.0 34,014
7 Construction 5.7 18.1 51,621
8 Other Services 4.6 19.5 25,298
9 Wholesale Trade 4.6 8.6 62,287
10 | Finance and Insurance 3.9 15.4 92,139
Source: Californi&conomic Profile, Economic Strategy Panel, 2(

California's Tradeand ManufacturindBasedEconomy

As noted above, one of the drivers of thaiforniaeconomy is international traddf. California
were a country, it would be theLlargest exporter in the world. Exports from California
accounted for more tharl 2% of total U.S. exports in goods, shipping t®2&eign destinations
in 2000.

California's land, air and sea ports of entry serve as key international commereialygaiar
products entering the country. California exportég@billion in goods in 200, ranking second
to Texas with $&3 billion in export goods. Mexico is California's top trading partner, receiving
$17.4billion in goods in 200. The state's secdrand third largest trading partners are Canada
and Japan with 312 billion and $D.9billion, respectively.In 200, 2.6million people were
employed by business related to trade, transportation and utilities.

Manufacturing i s <{nheehsivedaotivity. iOxedall, mamafacturing exgorosr t
represent 9.4% of Californiabs GDP, and compu
the stateds t ot a Nearyanequarterd23.%) of all gpanafactpring t s .

workers in Californa directly depend on exports for their jobs.

From the most recently available data (2008) it is clear that retaining and creating manufacturing

jobs remains an important component to the state's ecomespgnsible for employing 1.5
million workers andcontributing$179 billion to the state's $1t@llion GDP. A robust
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manufacturing sector has many benefitsluding high wage jobs and its multiplier effect on
other industries and businessés an example, the Milken Institute estimates that epdry
created in manufacturing suppoatsa minimun®.5 jobs in other sectors. In some industry
sectors, such as the electronic computer manufacturing, the multiplier effect is 16 to one.

Manufacturing in California, howevegyen prior to the curremconomic recessigfaced many
challenges maintaining global and domestic competitiveness, including providing a skilled
workforce to support the changing needs of manufacturing and goods movement, and
maintaining coseffective productivity in the face ddwer safety and wage standards in
emerging foreign market<Chart 2 provides an illustration of the change in job growth between
certain industry sectors and the relevance of those shifts to worker wage rates.

Higher paying sectors declining in California
January, 2001 to December, 2008

Avg 2008
wage

$64,220 Manufacturing
$89,648 |nformation

$83.408 Management of Companies and enterprises

Average pay of
lost jobs

$69,000

$41.392 Transportation, Warehousing & Utilities
$34,164 Administrative & Support & Waste Services

$52,624 Construction
4—jobs lost

-500.000 -400.000 -300.000 -200.000 -100,000 100,000 200.000 300,000

obs gained. - p
Natural Resources & Mining  $28,808

Real Estate & Rental & Leasing $46,384

Retail Trade $30,888

Other Services $25428

Finance & Insurance $81,276

Farm $22,256

Arts, Entertainment & Recreation $39,416
Wholesale Trade  $60,164

Educational Services  $39,676

Professional, Scientific & Technical Services $62,192
Accommodation & Food Services $18,668
Government  $55,224

Health Care & Social Assistance $48,256

Avg 2008 Catfornim Menufacturers & Technology Associstion
wage

Average pay of
gained jobs
$45,500

Department

Using slightly more current data thadvers 2Q0, the California Manufacturers and Technology
Association estimates that Califia lost633 000manufacturing jobfrom its peak in January
2001 toNovember 2010 While partof this reduction reflects the losstfh-tech jolsin 2001
and 20@ and the current recession, the indugtrZaliforniaas a whole, is suffering

California’'s loss of maufacturing jobs is not unusual among Western statiss however, more
severe.



Chart 3 displays changes in manufacturi@gployment from 200fio 2010.

Chart 37 Lossof Manufacturing Jobs i Comparison of Western States
(20012010 seasonally adjusted)

Arizona California Nevada Oregon Texas

-30% -34% -12% -29% -21%

Source: CMTA, based on data from US Bureau of Labor Statistic€alifdrnia Employment Development Department

Manufacturing osts in California areestimated by the CMTA, based on data from the US
Bureau of Labor Statistics, to Bd% higherthan the national averagehe quality and
development process related to building and maintaining infrastructure is one component of
those costs.

Further Impacts of thRecession anBrospects fothe Near Future

Since the subprime home mortgage crisis in 2007, California communities have struggled. With
the increasing rates of home foreclosure and tightening of the credit markets, many businesses
have found their existg lines of credit evaporating. Significant drops in consumer spending
have led to workforce reductions and business bankruptcies.

For much of 200&he number of unemployed workers rd$€eto 60,000 per month, and 2010
ended with a seasonally adjustenemployment rate of 1226, representing 2.25 million people
officially identified as unemployed (excludes those that have stopped looking for work, among
others). The number of persons unemployed 27 weeks or more incre283dH0 (156.2%)
since Deember of 2009

Bankruptcies among California small business have also risen significantly. Equifax is reported
to have found that bankruptcies in @Gadhiaroseby 81% between 2009 and 20H3 compared

to 44% nationally. ArApril 2009 study by Borstein and Song found thiatore than 1.5 million
California workers aratrisk of losing their jobs, and more than 2.1 million California small
business jobs may be lost in the second wave of foreclosures related to toxic mortgages.
Hispanic small businesowners and their employees are expected to be hardektehio the
especially high percentage of owners with toxic mortgages (52.6%) relative to the national
average (31.9%).

While dfficially California hasemerged from the recessjamemployments expected to remain
high throughout 20lLand 202. Forecasters, such as those at the University of the Pacific
Business Forecasting Center (UQORJve also cautioned thiacoveries from recessions that
include financial crises are sluggish and thaty regions of the statéencluding such areas as
the Central Valley, will likely continue to experience recesika conditions even as other
regions begin to show positive signs of recoverkie following bullets reflect informain

drawn from UOP's Jarary 201 lforecast

9 California unemployment peaked at 12.6% in the first quarter of 2010, and will remain at or
above 12% through the first half of 2011, and above 10% through the end of 2013.


http://cmta.net/cost_index.php?order=cost_index_overall&custom=1&cost_index_state=AZ,CA,CO,NV,OR,UT,WA&cost_index_year=2006&sector=00

1 Payroll jobs bottomed out this summer nearly 1.36 millabsjbelow their 15.2 million job
peak in summer 2007. California will add 255,000 jobs over the next 12 months; less than
onefifth the total lost. Jobs will not recover their precession peak until 2015.

1 Growth in staté&sPDwill average a modest 2.8% over the next four years.

1 Construction has lost 405,000 jobs since its peak in the winter of 2006, by far the most
battered sector through the recession. This cyclical sector will begin growing again, however,
adding 20,000 jobby the end of 2011 and 96,000 additional jobs by the end of 2014.

1 Manufacturing jobs have stabilized after a steep fall. Next year could bring the first annual
increase in California manufacturing employment in a decade.

1 Housing starts remained nehe record low levels in 2010 with only mufeimily starts in
coastal regions showing any significant growth. This will gradually improve with-multi
family starts set for a strong rebound in 2011 while the more economically important single
family sectoremains depressed. By 2015, housing starts will rebound to over 150,000 units
per year with multfamily making up 3540% of new units compared t0-28% a decade
earlier.

California's Regional Economies

California is not only one of the largest econesin the world, but it is also one of the most
economically diverse. The state's economy is comprised of a variety of industry clusters. While
many of these clusters are linked through extended economic value chains acrossdhd state
world, in generl industry clusters operate within their own regional mieconomies.

To gain a better understanding of the state's multifaceted economy, the California Economic
Strategy Panel (ESP), working in collaboration with the Employment Development Department
established the California Regional Economies Project (Regional Economies Project) in 2003.
As a first step, the Regional Economies Project undertook an analysis to determine the state's
primary economic regions and related trends in workforce anddssstievelopmentA map of

the state'snineeconomiaegions is provided in Appendx

From this analysis, ESP prepared regional economic profiles, which have become a basic
building block for many groups undertaking their own community developmawitias. As an
example, the California Partnership for the San Joaquin Valley, a group established by the
Governor's executive order in 2005, used its regional profile as a foundation for the development
of its economic and community development actitamp Policymakers also use these profiles

for developing and analyzing legislation, initiatives, and other community development

activities.

In this subsection, basic information is provided on the state's nine regional economies including
dominant indussies, business size and workforCEhe highest and lowest unemployment figures
are also providetbr counties in theegion. As a baseline for the unemployment figures below,

the state unemployment rate, not seasonallyssefji) wad 2.3% in March2011(downfrom

12.8% a year prior).



Northern California Region

The Northern
California region
consists of 11 counties
along the north coast,
Oregon border, and
northeastern Sierra
Nevada including Del
Norte, Humboldt,
Lake, Lassen,
Mendocino, Modoc,
Nevada, Plumas,
Sierra, Siskiyou, and
Trinity. These
counties are heavily

NORTHERN CALIFORNIA REGIONAL BUSINESS SUMMARY

Job Growth (2001-2007) 0.9%

Establishment Growth (2001-2007) 3.2%

Average Wage (2007, Private Industry) $30,140
Wage Growth (2001-2007) 26.5%
Firms with < 100 employees (2007) 99.4%
Firms with < 50 employees (2007) 98.1%
Selfemployed, not incorporated (2007 155%
Per Capita Income (2007) $ 31,961
Bachel ords Degr €2080/)or hi g hl3foto31.5
Families Living in Poverty (2007)* 10.2%

* Data not available for all counties
Source Regional Economies Projed

dependent on natural

resources, with the majority of the land consisting of public and privately owned forest and
grazing lands. The region as a whole is sparsely populated and underdeveloped.

Top industy sectorsn the region include government3(2%), retail trade (13%), and health
care and social assistanc®.@0). The fastest growingubsectoran the Northern California
Region includesupport activities for mining, air transportation, transportation equipmen
manufacturing, waste management and remediation services, and performing arts.

Additional information on the Northern California Region can be found at:
http://www.labor.ca.gov/panel/pdf/2009_Northern_California_Region_Economic_Profile.pdf

TheMarch2011unemployment rates in the Northern California Ragaire some of the highest

in the state and range fra®@.96 in Trinity County to 15% in Nevada County.

Northern Sacramento
Valley Region

The Northern
Sacramento Valley
region consists of the
counties of Shasta,
Tehama, Glenn, Butte
and Colusa. These
counties are primarily
agriculturebased, with
forestry and farnrelated

manufacturing centered

in Shasta County. This

NORTHERN SACRAMENTO VALLEY REGIONAL
BUSINESS SUMMARY
Job Growth (2001-2007) 7.4%
Establishment Growth (2001-2007) 11.6%
Average Wage (2007, Private Industry) $31,683
Wage Growth (2001-2007) 25. %%
Firms with < 100 employees (2007) 99.0%
Firms with < 50 employees (2007) 97.2%0
Selfemployed, not incorporated (2007 11.0%
Per Capita Income (2007) $29,967
Bachel or6s Degr 200/)or hi g HEe56to23.9%
Families Living in Poverty (2007) 11.3%
Source Regional Economies Projeq
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region differs significantly from its neighboring regions in land ownership and industrial
composition.

Topindustl sectorsn the region include government (2%), health care and social assistance
(13.3%) andretail trade (2.9%) The fastest growingub-sectordn the Northern Sacramento
Valley Region includdurniture manufacturing, wholesale electroniarket, financial vehicles,
nonstore retail, and waste management and remediation seiVioes information on the

Northern Sacramento Valley Region can be found at:

http://www.labor.ca.gov/panel/pdf/2009 Northern_Sacramento Valley Region Economic_Prof

ile.pdf

TheMarch2011unemployment rates in the Northern Sacramento Region are also some of the
highest in thestate and range fron62% in Colusa County to 14% in Butte County.

Greater Sacramento Region

The Greater Sacramento region consists of six counties, which are becoming increasingly

interdependent:
Sacramento, Yolo, GREATER SACRAMENTO REGIONAL BUSINESS SUMMARY
Placer, El Dorado, Job Growth (2001:2007) 10.%%
Sutter, and Yuba. Establishment Growth (2001-2007) 30.8%
Although eastern Placel| Average Wage (2007, Private Industry) $42,213
and El Dorado counties| age Grﬁ""th | EZOO})ZOW) 23.8%
Firms with < 100 employees 2007 98.3%
are Currer.]tly mor.e Firms with < 50 employees (2007) 96.26
closely aligned with the | seitemployed, not incorporated (2007 10.4%
greder Lake Tahoe Per Capita Income (2007) $ 37,634
area, most of the new Bachel or6s Degr €200)or hi g A®@78b to40.7%
growth in those Families Living in Poverty (2007) 8.2%

counties is occurring in
the western portions.
As a result, the economic base is increasingly shifting towards the Sacramento area. Parts of
Sutter and Yuba counties are currently more closely aligithcthe Northern Sacramento

Valley agricultural areas, but much of the new growth is occurring along Highways 65, 70, and
99 in the direction of Sacramento County.

Source Regional Economies Projeq

Top industy sectorsn the region include governmenty(8%), retail trade (11%), antealth

care and social assistance2f@). The fastest growingub-sectordan the Greater Sacramento
Region includeother financial vehiclegetroleum and coal product manufacturing, private
households, museums and similar institutions, and hospAaiitional information on the
Greater Sacramento Region can be located at:
http://www.labor.ca.gov/panel/pdf/2009_Greater Sacramento_Region_Economic_Profile.pdf

TheMarch2011unemployment rates in the Great@cBmento Region range from 2% in
Sutter County to 16% in Placer County.
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San Joaquin Valley

The San Joaquin Valley
region is composed of
eight counties that line
the southern Central
Valley, including Fresno,
Kern, Kings, Madera,
Merced, San Joaquin,
Stanislaus, and Tulare.
Each of these counties
have local economies
based upon agriculture
and related industries

SAN JOAQUIN VALLEY REGIONAL BUSINESS SUMMARY
Job Growth (2001-2007) 11.6%
Establishment Growth (2001-2007) 16.9%
Average Wage (2007, Private Industry) $ 33,087
Wage Growth (2001-2007) 26.1%
Firms with < 100 employees (2007) 98.2%
Firms with < 50 employees (2007) 95.8%
Selfemployed, not incorporated (2007 7.1%
Per Capita Income (2007) $27,379
Bachel ords Degr €200/)or hi g hl2.4% to 18.6%
Families Living in Poverty (2007) 14.1%
Source Regional Economies Projed

with 60% of the total
region consisting of privatelgwned farmland.

Top industy sectordn the region include government (I%); agriculture, forestry, fishing, and
hunting (13.8%); and retail trade (L7%). The fastest growingubrsectoran the San Jaquin

Valley includeother information services, forestry and logging, private postal service, beverage
product manufacturing and pipeline transportatiddditional information on the Central Valley
Region can be located at:

http://www.labor.ca.gov/panel/pdf/2009_San_Joaquin_Valley Region_Economic_Profile.pdf

TheMarch2011unemployment rates in the San Joaquin Valley Region adewtile digit and
range from 24% in Merced Couty to 17.2% in Madera County.

Bay Area Region

BAY AREA REGIONAL BUSINESS SUMMARY

Traditionally, the nine Job Growth (2001:2007) -4.2%
counties that border the | gstaplishment Growth (2003:2007) 11.0%
San Francisco Bay have | Average Wage (2007, Private Industry) $66,934
comprised the Bay Area | Wage Growth (2001-2007) 22.2%
region including Alameda Firms with < 100 employees (2007) 98.2%

: ' | Firms with < 50 emplgees (2007) 995.%%
Contra C.:OSta’ Marin, Napa Selfemployed, not incorporated (2007 9.0%
SanBenito, San Francisco, per capita Income (2007) $57,687
San Mateo, Solano, and | Bachel or 6s Degr 2607 or hi g H&4%to52.1%
Sonoma. However, more | Families Living in Poverty (2007) 6.1%
recently, Santa Cruz and S Redional E o5 Pro
San Benito Counties have ource edional economies Froied

now become more economically dependent upon the Bay Area region than on the Central Coast
region and are now considered part of the Begaregional economy.

Top industy sectorsn the region include government (I%), manufacturing (.2%, and

retail trade (1®%). Manufacturing is down 23.6%T he fastest growingulb-sectoran the Bay
Area Region includether information service petroleum and coal product manufacturing,
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beverage product manufacturing, and internet service proviéeiditional information on the
Bay Area Region can be located at:
http://www.labor.ca.gov/panel/pdf/2009_Bay Area Region_Economic_Profile.pdf

TheMarch2011unemployment rates in the Bay Area Region range £0r@%6 in San Benito
County to 8% in Marin County.

Central Sierra Region

CENTRAL SIERRA REGIONAL BUSINESS SUMMARY
The seven southeasterr
counties of the Sierra | J0P (Slron’th A §2001'2007g 6.6%
Establishment Growt 2001-2007 7.%

Nevadarepresenta |, o ooc wage (2007, Private Industry) $29,190
distinct geographic and| \age Growth (2001-2007) 27.9%
economic region, which| Firms with < 100 employees (2007) 99.4%
includes Alpine, Firms with < 50 employees (2007) 98.1%
Amador. Calaveras Selfemployed, not incorporated (2007 10.9%

’ ' Per Capita Income (2007) $31,961
Inyo, Mono, and . Bachel or 6s Degr e €008)r hi ghd8.6%to19.8%
Tuolumne. The region | gamilies Living in Poverty (2007)* 8.1%
is largely government
owned, sparsely *Data not available for any of the counties.
populated and Source Redaional Feconomies Proieq

composes a small share of state economic activity. As a,bgutegion requires a different
economic development strategy than neighboring regions.

Top industy sectorsn the region include government (83%), accommodation and food
services (17%), and retail trade (1%). The fastest growingubsectoran the Central Sierra
Region includemonetary authoritiescentral bankair transportation, wholesale electronic
markets, support services for transportation and financial vehitiditional information on
the Central Sierra Region can be located at:
http://www.labor.ca.gov/panel/pdf/2009_Central_Sierra_Region_Economic_Profile.pdf

TheMarch2011unemployment rates in the Central Sierra Region range f6oifolin

Calaveragounty to
8.2% in Mono County CENTRAL COAST REGIONAL BUSINESS SUMMARY
Central Coast Region | Job Growth (2001-2007) 4.9%
Establishment Growth (2001-2007) 12.6%
Average Wage (2007, Private Industry) $37,325
The CentralCoast Wage Growth (2001-2007) 24.6%
region includes three | Firms with < 100 employees (2007) 98.4%
countiesi Monterey, Firms with < 50 employees (2007) 95.9%
San Luis Obispo, and Selfemployed, not incorporated  (2007) 9.6%
Per Capita Income (2007) $42,762
Santa Barbara. Bachel oros Degr e20pr hi g6 to30.1%
Families Living in Poverty (2007) 7.4%

Top industy sectorsn
the region include Source Regional Economies Projeq
government (2.3%);
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agriculture, forestry, fishing, and hunting (3%); accommodation and food services.p%4);

and retaitrade (10.9%) The fastest growingub-sectordn the Central Coast Region include

other information services, textile product mills, wholesale electronic markets, transit and ground
transportation, and air transportatiohdditional information on th€entralCoastRegion can

be located at:
http://www.labor.ca.gov/panel/pdf/2009_Central_Coast_Region_Economic_Profile.pdf

TheMarch2011unemployment ratesithe Cental Coast Region range from 5&6 in
Monterey County to 9% in Santa Barbara.

Southern California | soyTHERN CALIFORNIA REGIONAL BUSINESS SUMMARY
Region
Job Growth (2001-2007) 7.0%

The counties of Los Establishment Growth (2001-2007) 28.9%
Angeles, Ventura, Average Wage (2007, Private Industry) $47,197
Orzgn e San Wage Growth (2001-2007) 22.%%

ge, Firms with < 100 employees (2007) 98.3%
Bgrnar_dlno, and. Firms with < 50 employees (2007) 96.2%
Riverside comprise an| Self-employed, not incorporat (2007 9.1%
economially Per Capita Income (2007) $39,326
; i Bachel ords Degr €200/)or hi ghlgA%to34.8%
interdependent region.| -t C g in Poverty (2007) 9.9%
According to the
Regional Economies Source RegionalEconomies Project
Project, Orange

County is different from its nélern and eastern neighbors, but not to the extent that a separate
region is required.

Top industy sectorsn the region include government (9%), retail trade (@.9%9 and
manufacturing (@.6%) The fistest growingubsectordn the Southern Califmia Region
includeother information services, private households, wholesale electronic markets, financial
vehicles, and support services for minirgdditional information on the Southern California
Region can be located at:

http://www.labor.ca.gov/panel/pdf/2009 _Southern_California_Region_Economic_Rdffile

TheMarch2011
unemployment rates in SOUTHERN BORDER REGIONAL BUSINESS SUMMARY
the Southern @lifornia | j0p Growth (2001-2007) 8.5%
Region range from Establishment Growth (2001-2007) 25. 2%
14.1% in Riverside Average Wage (2007, Private Industry) $46,052
County t09.1% in Wage Growth (2001-2007) 23.8%
’ Firms with < 100 employees (2007) 98.1%
Orange County. Firms with < 50 employees (2007) 95.6%
Selfemployed, not incorporated (2007 8.9%
Southern Border Per Capita Income (2007) $43,364
Region Bachel ords Degr €200/)or hi g hl®e%to33.5%
Families Living in Poverty (2007) 8.4%
The _Southe_rn Border Source Regional Economies Projec
Region, which

14


http://www.labor.ca.gov/panel/pdf/2009_Central_Coast_Region_Economic_Profile.pdf
http://www.labor.ca.gov/panel/pdf/2009_Southern_California_Region_Economic_Profile.pdf

includes San Diego and Imperial Countisghe smalleshtndmost diverse economic region in
the state. Howevergcaording to the Regional Economies Project, the similarities are important
for state strategic planning and, therefore, necessitate putting both counties in the same region.

Top industy sectorsn the region include government7(#%), retail trade (1.8%),
accommodation and food services.(®0) and professional scientific and technical services
(8.2%) The fhstest growingubsectordn the Southern Border Region incluoter
information services, private postal services, support services for mamddinancial vehicles.
Additional information on the Southern Border Reg®liocated at:
http://www.labor.ca.gov/panel/pdf/2009_Southern_Border Red&ioanomic_Profile.pdf

TheMarch2011unemployment rates in the Southé@order Region range fron1%% in
Imperial County to 1@% in San Diego County.

California Competitiveness

Innovation has long been the cornerstone of California's competitiee éaligovation, by its

very nature, requires constant reassessment and, very often, reinvestment of public resources to
maintain and enhance a creative environment where businesses and financial partnerships can
constantly evolve.

In March 2008, JEDE undertook a survey of California's business climate. Overall, JEDE found
that the state's businesses experience higher costs than in many other areas of the nation,
consistently rankin@aliforniain the top 10 highest cost states. wéver, the survey also found

that even with those costs certain regions of the state remain highly competitive within the
national and global marketplaced copy of the California business climate survey is available
through the JEDE Committee website/w.assembly.ca.gov

Since the release of the 208&vey, JEDE policy staff have continued to track California
competitiveness issues and report them as part of the monthly FastAsats examplehe
2007 irdex developed by the Milken Institute and Greenstreet Parargted fourCalifornia
metro areas the top 25areas that are best to create and sustain innovadieed jobs
RiversideSan Bernardino (9, Bakersfield (1), Vallejo-Fairfield (22'%), and Sacramenito
Arden-Arcadé Roseville (28). In the 200index, lowever only oneCalifornia locationwas
rankedin the top 25communities, that being Hanfof@orcoran.

California has also consistently been a leader in attracting venture capitalghltesearch

shows that other states and regions in the world are beginning to close ti#e 2248 report,
"Venture Impact: The Economic Importance of Venture Capital Backed Companies in the U.S.
Economy"showed that although California’s positi@mans a leader in both ventubacked
employment and revenues, other states are annually increasing their share of venture

capital. According to the report, Washington State had the highest annual growth based on job
creation, 5.6% compared to California'4%, and revenue growth of 13.4% compared to
California's 5.80. In addition the reporpfferedthefollowing findings related to venture

backed companies and employment
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1 Nationally, venturebacked companies contributed to d@lion jobs and 3 trillion in
revenues in 2008California was the leader in revenues tied to veritacked companies
with $997billion, followed byNew York ($329 billion), Texas($222billion), Pennsylvania
($2060billion) and Minnesota ($159 billion)

1 The states witlthe highest employment attributable to ventbaeked companies were
California (3.9 million jobs),New York (1.7 million jobs)Texas 918,451jobs),
Massachusetts (651,239 jobs), and Georgia (621,181 jobs)&n 200

Anotherhistoric California strength ishe state's academased research capacity. In a 2006
survey, the University of California rankedcondwith Caltechthird and Stanfordourthamong
all universities for biotechnology transfer. MIT was rankest and the University of Florida
ranked fifth. California also rankBrst among 50 states for patts issued in 2009, when 23,354
total patents were granted. Other top performing states include (6436 patents), New York
(6,127 patents)Washington (4,158 patents), aM@dssachusetts @38 patents).

Other indcesreviewedidentified additionalareas that threaten California's letegm economic
strength. In particular, JED&Irveysfound that the state will need to make lgegnm

investments in infrastructure-kK2 education, and woigrce development. If the state does not
regain competitiveness in these areas, California's advantages in entrepreneurship, finance, and
technology willfurthererode.

Themost recent study by the state on global competitivefretsfary 200Bmade similar
findingsto the reviewed indes especially as they relate to the need to make improvements to
infrastructure and workforce development. More specificallyBilness, Transportation and
Housing Agency (BTH)tsidy found that any area wigethe state "cannot supply higoality
workersi at the right quantity will tend to encourage industry to outsource, offshorenove

out of state." The BH study also recommended that the state would benefit from improved
infrastructure investmentmcluding investments in broadband coverage, water infrastructure,
energy generation and delivery, as well as road, rail, and port infrastructure.

Preparing for the PostRecession Economy

While forecasting far into the future can be challenging, thera aumber of respected research
think tanks that have put forward their assessments of the future global, national and state
economies.

One area where most econors@gree is that thpostrecessioreconomy will be both more
resource and capital coratned which will place even greater pressure on the state's
infrastructure to support higher levels of service and a smaller per unit pricesponse to
these types of forecasts, thBank, funded through RockefellerfFoundation Grant, has been
meetng with investors, builders and policy makers who are engaged in infrastructure
development to discuss innovative financing techniques and ways in which to remove
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unnecessary impediments to infrastructure development. While there are few legislative
proposals for new infrastructufemancing programs with General Fuddllarsso constraineda
significant number of bills have been introduced this session relatreguatory streamlining
of infrastructurerelated permitting and processes.

In addition b capital and resource constraints, some analysts have been writing about a great
"global rebalancing oéconomic powet whereby the U.Sdominant economic position will be
challenged by other large economies like those in Japan, China and the EurojpearAb

noted earliem thesection, California has already seen the importance of global manufacturing
supply chainsandtrade and foreign investmeas drivers otate GDP growth.

The Brookings Metropolitan Policy Programstits own assessment of how the gire

rebalancing W be experienced in the U.&1d has noted four key trenswatch in the post
recession economyrhe firsttrendis that the economy will be more export oriented and second,

it will be fueled by new, lowecarbon energy sources. The third treehtifiedis that the next
economy will be based on a higher level of global innovation, which will require "a relentless
pace of innovation, adaptation, and embracement of new markets and processes." Theyfourth ke
trend is that next economy will be led by major metropolitan dreas nations and not states.

California‘shistorical dominance in innovatidmased industriegxistingnetworked global
supply chainsand strong regional economies should give ersain advantages in the post
recession economyOtheraspects of the California econoppweversuch aghe state'sverly
complex regulatory system and neglected physical and workforce develapfresitucture
could limit the state's overall econangrowth.

A February 2011 report released by McKinsey & Company (M&C), "Growth and Renewal in the
United States: Retooling America's Economic Engine" underscores the importance of policy
makers partnering with the private sector in addressing thepatéd challenges of the pest
recession economy, including the impact of the loss of the large skilled workforce represented by
the retirement of the Baby Boomer generation. There will be an estimated 1.9 million shortfall

in technical and analytical woeks over the next decade heavily impacting the nation's
manufacturing capacity.

M&C suggests that a key strategy to address this challenge is increasing national productivity
capacity through innovation, greater efficiency, and the deployment ofeeéwologies and
processes within businesses of all sizes. This is suggested in part because the U.S. has already
seen the effect that increasing productivity has had on national economic growth. In its report,
M&C notes that between 2000 and 2008, iasedl productivity contributed 80% of the U.S.

annual GDP growth.

While some policy makers have expressed concern that overemphasizing productivity
especially through the use of technology and innovatioould lead to businesses needing fewer
workersoverall, M&C's research, actually, suggests the opposite. Since 1929, U.S. jobs and
productivity have generally grown in tandem for eackyé@r measurement period. In other
words, the "trade off* between aggregate employment and productivity is deshort
phenomenon.
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Another important aspect of the report is the finding that small, cordpaalinnovations

across industry sectors can result in measurable, ecewadrygains. Another significant

increase in productivity can be achieved through tbadipased application of the next wave of
innovation, which is already available for commercialization. These findings can be a game
changer for policy makers, as well as business leaders. This means that local businesses,
empowered with the right toolsan deliver the innovation gains that are necessary for strong
GDP growth, i.e. there is no need to wait for the single, government action or major technology
change in order to make meaningful progress in increasing productivity.

In addition to the abarecommendations, M&C also emphasizes the link between modérn 21
Century infrastructureral increases in productivityWorld class infrastructure also plays a key
role in business attraction as multinational companies consistently rank the quality of
infrastructure among their top four criteria in making investment decisions.

M&C's research shows that as U.S. infrastructure has been in a decline, infrastructure in other
countries is rapidly increasing. The 201D Global Competitiveness Report Ine tWorld

Economic Forum places U.S. infrastructur& @8the world, a drop from its rank of seventh in
2000. In developing an economic recovery strategy and setting a successful path inte the post
recession economy, the state will also need to adidsasfrastructure challenges.
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Section Il T Background on the California Infrastructure and
Economic Development bank

This sectionprovides information othe FBank including details of its organizational structure,
mission and most recent activitieAppendices Hind linclude copies of theBank's 200910
annual report and related statutes the final subsection, information is provided on other
funding resourcethat are sometimes used in conjunctiath I-Bank resources to complete an
infrastructure funding packagéwo appendices have been prepared to provide a more specific
listing of state infrastructure financing programs and federal and stétastructure grant
programs, AppendicdsandF.

The Business Transportation and Housing Agency

The Business Transportation and Housing AgéBdyH) oversees and coordinates the activities
of various departments, offices, and economic developmegtgms, with responsibility for
maintaining the strength and efficiency of California's infrastructure and financial markets.
These programs provide financial and programmatic regulation important to the economic
marketplacecommunity development, and thafe and efficient flow of commerce.

Among the key economic dde@ment programs overseen by B&re:

i The Small Business Board:;

1 The Small Business Direct Loan and Guarantee Programs;

1 The California Infrastructure and Economic Development Bank;

1 Technology related programs;

1 The California Welcome Centers;

9 California International Trade Promotion Activities;

1 Community Development Block Grant Prograand

1 GeographicallyTargeted Economic Development Area Programs.

BTH also oversees th@alifornia Department of Transportation which has responsibility for

implementing the Goods Movement Acti®lan. More information on BT may also be found
at: http://www.bth.ca.gov

19


http://www.bth.ca.gov/

The California Infrastructure and Economic Development Bank

The FBank wasestablished in 199% promote economic revitalization, enable future

development, and encourage a healthy climate for jobs in California. Among other duties, the |

Bank has the authority to 188 taxexempt and taxable revenue bondgpendix A includes a
fact sheet on theBank programs and Appendix H has a copy of iBarks' 200910 Annual

report.

[-Bank activities argioverned by fiveemember board of directors comprised of the BTH
Secetary (chair), State Treasurer, Director Department of Finance, SeattheyState and

Consumer

Servi

ces

Agency,

and

a

Governor 6s

Theday-to-day operations of theBank are directed by thexEcutiveDirectorwho is an
appointee of the Gernor and is subject to confirmation by the California State Senate.

Currently, the iBank has authority for 24 staff members.

Budget Information

With the exception of funds for program support, which are annually approved through the state

budget proess, all iBank Funds are continuously appropriated without regard to fiscal year.
The FBank does not receive any ongoing General Fupgort and, according to its 2009
independent audit, its program continues to provide sufficient revenaepgort all operating

expenses.

The FBank is financed through the California Infrastructure and Economic Development Bank
Fund (CIEDB Fundand the California Infrastructure Guarantee Trust Furtd which fees,
interest income and other revenues apodied and from whichBank expenses are paidhe

cost of administering the programs of thBdnk are offset by these types of program income.
Monies in these Funds are held within the California State Treasury or by the bond trustee for
The Infrastucture State Revolving Fund (ISRBQnds. The FBank is operated on a revolving
fund basis and thereby generates continuous funding for new project invest@ests4
displaysthe FBank's Statement of Revenues, Expenses for the fiscal year endingQJi2010.

Chart 4 - Statement of Revenues, Expenditures and Change in Assets

California Infrastructure and California Total

Economic Development Bank Infrastiucture

Fund Guaartee Trust

Fund

OPERATING REVENUES
Interest on loans receivable $10,694,987 $10,694,987
Total Operating Expenses $1,830,283 $1,830,283
Administrative fees $12,525,270 $12,525,270
OPERATING EXPENSES
Interest on bond debt $546,017 $546,017
Amortization bond issuance $99,620 $99,620
costs
Program support $3,545,456 $3,545,456
Total operating expenses $9,491,093 9,491,093
OPERATING INCOME $3,034,177 3,034,177
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NONOPERATING $231,437 157,074 $388,511
REVENUE i all from
Investment Income

Change in net assets $3,265,614 $157,074 $3,422,688
NET ASSETS beginning of $239,231,910 $24,156,758 $263,388,668
the year

NET ASSETS, end of the $242,497,524 $24,313,832 $266,811,356
year

Source: Independent Audit Report for Year End June 30, 2010

The FBankadministers twaategorie®f programs (1) The ISRF whichprovides direct low
cost financing to public agencies for a variety of public infrastructure projects and (2) Bond
Financed Programs which provitieancingfor manufacturing companies, nonprofit
organizations, public agencies and other blegentities.

Since its creation approximately a decade ago,-Bemk hadoanedover $100 million to local
agenciesand has developed a level of expertise in the implementation of sucqessial
infrastructureand financingorograms.

Infrastructure State Revolving Fund Program

The Infrastructure State Revolving Fund (ISRF) program providestsi/financing to public
agencies for a wideangeof infrastructure projectsISRF applications can be submitted at any
time during the yeaand are received as a preliminary application and (final) loan application.
Chart 5 shows program activity in 20080 fiscal year.

Chart 51 Infrastructure State Revolving Fund Program Activity 2009-2010

Number of Applications Financing Requested
Prdiminary Application 14 $29,597,760
Loan Applications 4 $6,020,000

Source: iBank Annual Report 2002010

Program funding amounts range from $250,6©$10 million per fiscal year. There is also a
$20 million limitation for total funding into a single jurisdiction in a single fiscal year.
Subsidized loan terms can be u@B@years. Repayments are generally made by public
agencies from tax increment, enterprise funds and ¢medrnmengeneral fundsSince its
inception, the ISRF has approved more than $429 million in loans.

The types projects funded through the ISRF inclddecategories total)

Streets, highwaysand public transit;

Drainage, water supply and flood control, sewage collection and treatment, solid waste
collection and disposahndwater treatment and distribution;

Educational facilities;

Environmental migation measures, pgag and recreation facilities;

Port facilities;

Defense conversion, public safeand

= =

= =4 =4 =4
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1 Power and communication facilities.

ThelSRFprogram has a smart growth/healthy community policy ovewagrebyapplicants

are required to denmatrate, among other things, thabjecs facilitate the effective and efficient
use ofexisting and future public resourdesa manner thgtromotes both economic

development and conservation of natural resourBegectapplicants must also show the
proposed infrastructure projedtvelops and enhances public infrastructure in a manner that will
attract, create, and sustain dgterm employment opportunities

In addition,project are required to b®nsistent with thetate Environmental Goals andliey
Report (EGPR) and the state Capital and Infrastructure Project Planning (2p&R) if the
project applicant is a state entiti3oth the EGPR and the CIPPR are discussed in greater detail
in the following sectiomelating to state infrastructupanning

The FBank staff are particularly proud of their ISRF program related work and how it has
translated into real value to the state. In support of the ISRF loan prografdahk went to
market three times since 2004 raising over $150 millibimese bonds were issued without the
need of a credit enhancemamtd itsadded cost, and were initially rated AA, Aa2 and AA.
Upon the issuance of tmeost recent bonds 2008, Fitch Ratings, Moody's Investors Service
and Standard and Poor's, raisedrdigngs on the ISRF bonds to AA+, citing proactive and
strong program oversight and management, aotigh ongoing surveillance of existing loans
asthekey factors to théondshigh credit ratings In the latest fiscal year reported, 2609, no
ratings agency recalibratérhised or loweed arating)any of the ISRF bondsnd Fitch
reconfirmed its AA+ rating in 2010

Bond Funded Programs

In addition to the ISRF, theBank administers severabnduittax-exemptand taxabldond
finandng programsincluding the Industrial Development Bond ProgdBB), the 501(c)(3)
Revenue Bond Program, and the Exempt Facility Revenue Bond Prodraenterm "conduit”
means that theBank issues debt on behalf of another entity, including manufastymivate
nonprofits and other government entities.

For the applicanthie approvaprocess for @onduitbond financed project is more involved than

a direct loan prograpbecause the project is being evaluated for both its eligibility under the
program and itgbility to be successfully underwritten and placed within a structured investment
vehicle, such as a teexempt or taxable bond-Bank staff are specially trained to help

applicants through thgrocess in conjunction with the bond financing tearhich typically
includesabond underwriter, bond counsel and financial advigarcording to the4Bank, the

three steprojectapprovaland bond issuangaocess can be completed witlmne month for
501(c)(3) Revenue Borfdnded projects to up to 9aysfor IDBs.

Since 2000, over $30 billion in conduit revenue bdmalge beerssued. With such a large bond
volume, it is relevant to note that there is no commitmeniBzfrk or state funds for any of the
conduit revenue bonds. Even in the case tdude the state is not liableChart 6 shows
program activity in 20040 fiscal year.
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Chart 6 1 Bond Financed Program Activity 20092010

Number of Applications Financing Requested
Preliminary Application 2 $9,850,000
Applications 13 $814,310,000

* Preliminary applications only apply to industrial development bonds
Source: iBank Annual Report 2002010

Each of thébond funded programis discussed below.

Industrial Development Revenue Bond Program

Industrial Development revenue bonds (IDBs} taxexempt securities which are issued by a
governmental entity to provide money for the acquisition, construction, rehabilitation and
equipping of manufacturing and processing facilities for private companies. IDBs can be issued
by the IBank, locallindustrial Development Authorities, or by Joint Powers Authorities.

Projects must be for manufacturing facilities involved in the production or processing of tangible
property. Up to 25% of lond moneys can also be used for ancillary office and warelspase.
Landacquisitioncosts are limited to 25% of bond procee@®nd money can also be used to
acquire an existing facility it leastl5% of the bond revenues are used to renovate that facility.

All IDBs issued by the-Bank must be credit enhamtwith a letter of credit, or they may be
privately placedvith a sophisticated investor such as a qualified institutional buyers, or they may
be issued unenhanced if the borrower has a stkmeb credit rating of at least "ANo state 1

Bank funds areitilized or are at risk in the issuance of bonds byBarik. All funding comes

from the capital markets.

Generally, bond financing is limited to a maximum @@$nillion per issuewith the overall per
project cost being no greater thar0$gillion, with an aggregatttal outstanding conduit bond
limitation of $40 million. The project must meet certain public benefit criteria set by the
California Debt Limit Allocation Committeevhich include such things as the creation or
retention of jobs. Previag wages are also required to be paid to workers involved in the
construction and renovation of an |IBBanced project.

IDB financing is generally 20% to 30% below comparable commercial alternatives, with terms
often lasting up to 30 years. Bonds assumable and comprehensive in that they include land
acquisition, construction and equipment.

501(c)(3) Revenue Bond Program

As with IDBs, 501(c)(3) bonds provide for low cost, letegm project financing, with very
flexible terms. 501(c)(3) revene bondscan be issued as batix-exemptand taxableevenue
bonds and can finance capital costdbothfacilities and equipment.

In order for a noprofit corporation to access t@xempt financing, it must have received an
Internal Revenue Service determination that it qualifies as a 501(c)(3) organization. Examples of
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qualifying organizations include cultural facilities such aseums, libraries, aquariums, and
historic preservation sites. Recreational facilities such as community centers, local sports
facilities, and research institutes may also quallligible uses of 501(c)(3) bonds include
capital expenditures, refinangmf prior debt, working capital, and cost of bond issuance and
other bonerelated costs.

Proceeds of the bonds must create public benefits in the community where the project is located
by enhancing the economic, social, or cultural quality of lifddoal residents. Projects must be

in California and must be consistent with the applicable general plan or a comprehensive
regional plan.

Exempt Facility Revenue Bond Program

The Exempt Facility Revenue Bond Program providest@emptand taxabldinancing for
projects that are governmeoivned or consist of private improvements within pubhayned
facilities.

Exempt facility bonds typically involve projectsich agprivately-owned water facilitiegports
and airportghat serve the general public.

General Purpose Financing Authority

In addition to the programs discussed above,-Bank also serves as the state's gdgeral

purpose financing authority with broad statutory powers to issue revenue bonds and act on the
stateds behalf in certain statutorily authori
types of financing by theBank in support of variaiState entities and programs.

1 Energy Efficiency BondsIn April 2003, theCalifornia Consumer Power and Conservation
Financing Authority (CPA) issued $28,005,000 in energy efficiency bonds on behalf of the
California Energy Commission (CEC). On OctoB8, 2004, the CPA assigned its rights
and responsibilities for these bondstotitd nk when t he CPAG6s operat
down as a result of budget elimination. In May 2005, tBarnk issued a second series of
revenue bonds in the amount of $3iflion to provide additional funding for the CEC's
Energy Efficiency Financing (EEF) Program, which provides-tmst loans up to $3 million
to schools, hospitals and local governments for the installation of esavgyy measures.

The bonds are repaidoim previously approved EEF loans. Eligible projects include heating,
ventilating, air conditioning, equipment control, smalgemerationand photovoltaic
systems.

9 California Insurance Guarantee Association Bontts August 2004, the-Bank issued $750
million of revenue bonds for the California Insurance Guarantee Association (CIGA)
pursuant to authorization contained in Chapter 645, Statues of 2003 (AB 227). CIGA is an
organization created by the California Legisre in 1969 to pay claims of insolvent
insurance carriers that are licensed to do business in the State of California. The proceeds of
the bonds were used by CIGA to pay claims and related expenses that arose as a result of the
insolvencies of insuraeccompanies providing workers' compensation insurance. The bonds
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are repaid solely from special and regydeemium assessments on wogkeompensation
premiums paid by insurance companies to CIGA.

1 Toll Bridge Seismic Retrofit Bond$n August 2003the FBank issued $1.16 billion of lorg
term fixed rate revenue bonds for Caltrans pursuant to authorization in Chapter 907, Statutes
of 2001 (AB 1171). The bonds were rated in
and were repaid solely from rewues and related interest earnings generated by the $1 per
vehicle seismic retrofit surcharge collected on the seven Bay Areao8tagsl toll bridges.
Caltrans used the bond proceeds to fund a portion of the construction of the new East Span of
the SarFrancisceOakland Bay Bridge.

1 Clean Water State Revolving Fund (CWSRF) Bomd#&ugust 2002, the-Bank issued
$300 million of fixedrate revenue bonds to provide additional funding for the CWSRF
Program. The CWSRF, which is administered by the StatieMResources Control Board
(SWRCB), provides lovwcost loans up to $25 million per yeardgal agencies, throughout
the date, for the construction of wastewater treatment and water recycling facilities. The
bonds, which are repaid by 98 previoualyproved CWSRF loans from 50 different
borrowers, received natur al AAAAO ratings fr
represented the first time tsi@te leveraged a federally funded state revolving fund program,
and joined over 20 other statbsit have utilized this innovative financing technique to
expand lending capacity.

Thel-Bank has also been involved in other unique financings including Tobacco Securitization

Bonds,Tribal Compact Asset Securitization Bonds, and Imperial Irrigatistritt Preliminary
Loan Guarantees.

Completing the Funding Package

The California Finance Coordinating Committee (CFGEagroup ofeightstate and federal

agencies which administer one or more infrastructure financing or grant progfamsead in

1998, the CFCC members work collaborativelyaailitate and expedite thadevelopmenof
infrastructure projects by helping interested parties identify and combine the resources of various
state and federal financing souregth other financingptions

Members of the CFCC include the California Department of Public Health, the California
Department of Water Resources, tHgank, the State Water Resources Control Board, the U.S.
Department of the Interior Bureau of Reclamation, the U.S. &mwiental Protection Agengcy

and the U.S. Department of Agriculture Rural Development.

Among other activities, the CFCC hsfiinding fairs throughout the state. TRECC Funding
Fairs providdocal governments and other eligible applicartopporturty to hear directly

from potential funderabout currently available infrastructure grant, loan and bond financing
programs Appendice€ and Finclude a list of potential infrastructure program$he Funding
Fairs also provide an opportunity for atteed to speak directly with program staff about
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specific projects and issues affecting their commesitin 2011, five funding fairs will be held.
Below is the schedule:

1 March § 2011 at theVisalia Convention Center Conference

1 Marchl10, 2011 at th€ounty of Los Angeles Department of Public Works
1 April 14, 2011 at th€ity of Arcata Community Center

1 Mayll, 2011 at th@&ruckee Town Hall

1 May24, 2011 at th€al/EPA Headquarters in Sacramento

The May 24, 2011event will be audio and video webcabiquiries can also be madeline
Appendix
F includes a copy of the dme multiprogram funding inquiry.

The work of the CFCC is very importaas most infrastructure projects require two or more
funding sources, as well as increases in local user fees or other private source of capital.
Communities, however, still find combining these financial resources difficult, especially in rural
areasandsmallsize citieshat may have very limited stadhd capacity

In the 1980's through the 199Qlse Department of Housing and Community Development
(HCD) and later the Technology, Trade and Commerce Agency administeiRdrtie
Development Assistae ProgranfRDAP). Initially, the RDAPwas operated as a pilot prajec

in partnership with the federal government. Under the progehnical advisors and loan
packagers were assigned to rural communities to assist them in applying for infrastructure
funding. Between 1980 and 1982, the state leveraged $30 million in housing and community
facility construction while only investing $272,000 in state and $132,000 in federal dollars.
HCD estimated over $130 million in local economic activity was generai8d9 jobs were
created, and over $8 million in local and state taxes were paid as a result of this program.
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Section |l T Finding a Blueprint for California
Infrastructure Development

This section provides background on California's economic and community development
planningprocessncluding infrastructure developmenAs thediagram on the right illustrates,
infrastructure development should not be
analyzedn isolation of the other drivers of the
California economy. Developing and
maintaining a cost effective infrastructure
network that meets the broad range of
California's business and economic needis
require a clear blueprint by which te&atecan
sd priorities, definemeasurableutcomesand
approvevariousprogram funding levelsTwo
appendices have been prepared to provide a
more specific listing of state infrastructure
financing programs and federal and state
infrastructure grant programs, Appelices E
and F

Drivers of the State Planning Process

California's community and economic development policy is driven by a number of statutory
mandates, the first of which is tEmvironmental Goals and Policy Report (EGPRhe EGPR

is the state'@0-year growth and economic development strategy. Prepared every four years, it
serves as a guide for individual department plans and overall state expenditures.

The EGPR analyzes the current context of the state's environmental, economic andtsogjal se

the driving forces behind growth and development; and the outside influences that affect many of
the state's actions, policies, and prograBased on this analysis of existing conditions and
influences, the EGPR proposes crogtting and integrad goals and policies for the state which

will allow it to achieve the overarching mission of sustainable development. Statutorily, the
EGPR is also one of the state's main tools for implementing the state planning priorities:

1 To promote infill developma and equity by rehabilitating, maintaining, and improving
existing infrastructure, particularly in underserved areas, and to preserve cultural and historic
resources.

1 To protect, preserve, and enhance environmental and agricultural resources, ivetuking
landscapes, natural lands, recreation lands, and other open spaces.

1 To encourage efficient development patterns by ensuring that new infrastructure supports
development that uses land efficiently, is built adjacent to existing developed aireas) is
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area planned for growth, is served by adequate transportation and other essential utilities and
services, and minimizes ongoing costs to taxpayers.

In proposing an implementation strategy for the state planning principles, the 2003 update to the
EGRMR proposed fundamental changes in the way that state government conducts itself. The
2003 EGPR Update made a distinction between things that should continue to grow orddevelop
such as jobs, productivity, wages, capital, savings, profits, informationthéea, education,
knowledge, environmental quality and social equignd things that should ribtsuch as

pollution, waste, poverty, and dependence onnemewable resources. Unfortunately, the

policy recommendations in the 2003 EGPR Update were noffispégipursued. Further, the

state failed to meet the deadline for providing an updatmirember of 2007.

Another important state planning document isEhe-Year Infrastructure Plaginfrastructure

Plan) which is required to be updated each yaast submitted to the Legislature at the same

time the Governor submitgs/herproposed budget. The Infrastructure Plan documents the
states' overall need for new, as well as the rehabilitation and expansion of exiftstyucture.

The Infrastructee Plan must be sufficiently detailed to provide a clear understanding of the type
and amount of infrastructure proposed to be funded and the state programmatic objectives that
will be achieved by this funding.

Among other requirements, the Infrastructure Plan must also be consistent with the state
planning priorities and put forth a specific funding proposal to meet the state's current and future
infrastructure needsSubmittal of the annual update to the Isfracture Plan hdseenspotty

with only two issued, one in 2004 and 2008.

Submittal of the annual budget to the Legislature is also supposed to be accompanied by the
Governor's annudconomic Reportwhich reviews the state's current economic devedopm
conditions, forecastrends, and ideni#spolicies and actions that promote growth in
employment, productivity, income, and purchasing power of Californians. In conjunction with
the Economic Report, the Governor is required to outline issues &®dre@mmmendations to
increase employment and investment in the state. No formal Economic Report has been
submitted to the Legislature since 2000, although a statistical abstract was prepared in 2006.

While GovernoBrown'sproposed state budget inckithn assessment of the current economy
and recommendations for the realignment of some of the state's economic development
activities, it did not include a comprehensive list of policiesemommendedctions that would
lead to an increase in jobs angéstment in California. Given the depth of the current budget
crisis and the Governor's undivided attention tsutscessfutesolution, it isanticipatedthat
following the passage of the budget, Governor Brown will release his Economic Report.

In addtion to the assessment documents discussed above, the state is required to hgeal two
stateEconomic Development Strategic Plavhich sets state economic goals and recommends

the actions necessary to improve the business climate and economytateh&bke Plan also
evaluates thadequacy of statand local infrastructure, treffectiveness of the stat&@sonomic
development programs and identifies strategies to foster job growth and economic development
covering all state agencies, officesards, and commissions that have economic development
responsibilities. The state Economic Development Strategic Plan was last prepared in 2002.
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Taken together, these five assessments and strategy requirements are designed to form the
foundationfor theblueprintof the state's shertmiddle, and longterm economic succes3he
EGPRsets the overall lonterm framework in which individual departments and agencies can
develop more detailed plans, including the state transportation and state housndipa
Infrastructure Plamllows the state to keep track of its infrastructure needs and set a rational
infrastructure development agenda that supports thet@ngeconomic and population growth
assessments outlined in the EGPR and the state plgmmniges. The development of the state
Economic Development Strategic Plarbuilt on the information and policies provided in the
EGPR, the Infrastructure Plan, and Economic Report. The tamelyegulaupdate of the state
Economic Development Stegic Plan also allows the Administration and Legislature to monitor
the effectiveness of state programs and services on an ongoing basis.

While some of this information is contained in a variety of state reports, it is unfortunate that
California does nohave a current and complete sethese economic assessments to help guide
the state in its current economic situation.
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SectionlV T Recommendationon Further Actions

This section provides information on thalow-up actiondrom theMarch 3Q 2011,hearing. A
summary of the hearing is available in Appendix | and a full list of program level changes is
included in Appendix J.

Recommendationon Further Actions

1) Sponsoring additionatakeholderengagementhrough one or more of the following
activities:

a) Call forastate Infrastruetre Summit for the purpose of prioritizing key actions that can
be taken by the public and private sectors to increase California's global competitiveness

b) Host stakeholder tondtables on the link between economic development and
infrastructure. Information from roundtablould be used to shape infrastructure
package

c) Form a Task Force on the possible roles for tBark including program restructuring

d) Schedulaan infrasructurerelated agenda item for the next monthly meeting of the JEDE
sponsored Federal and State Small Business Jobs Act Rourctables

e) Hold afollow-up hearing to present information requested froenMiiarch 30, 2011
hearing.

2) Restructuring current frastructure development planning and finance proiteg<clearly
places enhancement of the state economy as one of the primary policy obgotvies
other activities

a) Call for an update of the Environmental, Growth and Policy Report and the related
eonomic development, including infrastructure, plans. To the extent funding is not
available provide authority for nonprofit stakeholder organizations to facilitate the
development of the plan for approval by the Governor and Legis|ainde

b) Statutorilydefine a planning process that links sound economic analysis with the
development of state economic and workforce development planning and funding
priorities, mandatory timely updates, measurable outcomes and integrated approaches.

3) Enhancing local tecfical assistanc®r rural and small cities to help in g together
competitive infrastructure financing packages.
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4) Obtaining additional informatiomcluding:

a)

b)

d)

f)

Thedevelopnent ofa matrix of statdevel infrastructure development bank models and
make further recommendations to the Committee on which elements of alternative
modek could be applicable to theBank

Call for an integrated infrastructure assessment includingstructure operated by
federal, state and local government entities

Request JEDE staff to develop a proposal using-Benk to smooth recession impacts
on the construction jobs during a recession. Having atemg and funded
infrastructure devepment plan could lessen unemployment among workers who are
directly and indirectly employed by developmeelated businesses

Ask the IBank for a list of recommended program improvements

Ask JEDE staff to prepare information for the committee's vewie ceinvestment
models for leveraging more private sector infrastructure funding

Ask the IBank to provide additional information on: the mechanics of a typical local
infrastructure and conduit bond financed deatap of all 1Bank projects; alaart of F
Bank projects by household income served; and, a chart on private sector investment
leveraged by fiscal year.
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Appendix A

|
CALIFORNIA INFRASTRUCTURE AND ECONOMIC DEVELOPMENT BANK (I-Bank) '

A
A

I BANK

Program

Purpose of
Program

Borrower

Projects

Financing
Amount

Financing
Terms

Public Development Facilities

Infrastructure State
Revolving Fund Program

Direct long-term, low-cost loans
for local governmental public
infrastructure

Cities, counties, redevelopment
agencies, special districts and
joint powers authorities

16 different categories of public
infrastructure (no housing)

« $250,000--%10 million per

applicant per fiscal year
+  $20 million per jurisdiction
per fiscal year

Subsidized interest rate
Up to 30 year financing

Programs Fact Sheet 2

"Financing Facilities That Promote Economic Development”

Industrial Development
Bond Program

Conduit tax-exempt and
taxable bond financing for
private business expansion

Qualified small
manufacturing and
processing businesses

equipment

Not to exceed $10 million
(per Federal tax law)

Variable rate demand bonds
or fixed rate bonds with
terms set by bond borrower
and market

M I-Bank statutes are found in Government Code Section 63000 ef seq.
As of October 2006

® As authorized by the Legislature, the I-Bank also has sold state assets in state bond secuntization fransactions. (Secunfizations are the sale of a state asset by the I-Bank to a legislatively established
special purpose trust that concumrently sells bonds in the capital markets to generate funds for the payment of the purchase price. Examples include tobacco revenue securitization, and potentially tribal

gaming revenue and lottery revenue secu

ations (lottery is pending voter approval).

SCiedb\Communications_Marketing_Reports\Marketing Materisis\Programs Fact Sheet

Economic Development Facilities

Exempt Facility Bond
Program

Conduit tax-exempt and
taxable bond financing for
private businesses that serve
the general public

Privately owned airports,
ports, water facilities and
other private enterprises that
serve the general public

Capital costs of facilities and

equipment

No limit, but subject to State
Treasurer's Office volume cap
allocation

Variable rate demand bonds
or fixed rate bonds with terms
set by bond borrower and
market

501(c)(3) Revenue Bond
Program

Conduit tax-exempt and

taxable bond financing for
federally-approved tax-
exempt entities

Naonprofit corporations that
have a recreational, research,
community, educational,
cultural, or social welfare
purpose

Capital costs of facilities and
equipment

No limit

Vanable rate demand bonds
or fixed rate bonds with terms
set by bond borrower and
market

|-Bank 980 9" Street, Ste 900, Sacramento, CA 95814 916-322-1399 www.ibank_ca.gov

Public Agency Revenue
Bond Program*

Conduit tax-exempt and
taxable bond financing to
expand unique programs of
specific state and local
governmental agencies

The State, its various
departments and divisions
and local municipal entities

Economic development
facilities and/or as established
in enabling legislation

No limit

Variable rate demand bonds
or fixed rate bonds with terms
set by bond borrower and
market




Program

Source of
Program
Funding

Source of
Financing
Repayment

Program
Fees

Continuous
Application
Process ®

Project
Examples

Public Development Fac

Infrastructure State
Revolving Fund Program

Initial General Fund
Appropriations, ISRF Program
Bonds ﬁ program loan

repayments, interest eamings &

|-Bank fees

Bormower revenues including
enterprise funds, tax increment
or general funds

Crigination fee—the greater of
85% of the original loan
amount or $10,000

Annual Fee of .30% of the
outstanding loan balance

Typical process takes 6 months

to mare than a year; Preliminary

Application and Loan
Application process

» City of Brawley wastewater
plant upgrades

« City of Hawthome police
station

+ City/RDA of Fresno Roeding

industnal park street/utility
improvements

+ Del Norte County waste
transfer station

+ Town of Apple Valley library

s Port of Stockton Rough and

Ready Island road and utility

improvements

Industrial Development
Bond Program

Bonds are sold in the capital
markets or privately placed
with a SEC qualified investor

Private enterprise borrower
revenues

(no commitment of I-Bank or
State funds)

Issuance Fee— 25% of
bond amount

Annual Fee—-$500

Typical process takes 3
months—requires private
activity bond volume
allocation from State
Treasurer's Office

+ Nature Kist Snacks

+ MA Silva Corks, USA,
LLC

+ Applied Aerospace
Structures Corporation

+ Supernor Lithographics,
Inc.

+ Alegacy Foodservice &
Eagleware
Manufacturing

s Works US, Inc.

Economic Development Facilities

Exempt Facility Bond
Program
Bonds are sold in the capital
markets or privately placed
with a SEC qualified investor

Private enterprise barrower
revenues

(no commitment of I-Bank or
State funds)

Issuance Fee—Sliding scale
from .25%-$75,000 depending
upon the bond amount

Annual Fee--$500

Typical process takes 3
months—requires private
activity bond volume
allocation from State
Treasurer's Office

» Mercury Air Group, Inc.
+ Pacific Gas and Electric
Company

501(c)(3) Revenue Bond
Program
Bonds are sold in the capital
markets or privately placed
with a SEC qualified investor

Nonprofit entity revenues
(no commitment of [-Bank or
State funds)

Issuance Fee—Sliding scale
from .25%--$75,000
depending upon the bond
amount

Annual Fee--$500

Typical process takes less
than one month

« Scripps Research
Institute

« Gladstone Institute

« California Academy of
Sciences

« Los Angeles County
Museum of Natural

History
« Salvation Army
«  Goodwill Industries of

San Joaquin Valley

« Learning With a
Difference, Inc., d/b/a The
Westmark School

Public Agency Revenue
Bond Program 4

Bonds are sold in the capital
markets

Public agency revenues
(no commitment of I-Bank or
State’s General Fund)

Issuance Fee—Negatiable

Annual Fee--Negotiable

Typical process varies
depending upon the needs of
the governmental entity

« State Water Resources
Contraol Board's Clean
Water State Revolving
Fund

+ Energy Commission’s
Energy Efficiency Loan
Programs

+ State School Fund
Emergency Apportionment
Lease Revenue Bonds

« (Caltrans Bonds for East
Span of Bay Bndge

*ISRF Program Revenue Bonds were issued by the [-Bank in 2004, 2005 and 2008 to provide additional funding to make program loans. Program loans are pledged to repay the program bends.
" The |-Bank Board meets monthly to consider financing requests.

Si\Ciedb\Communications_Marketing_ReportsiMarketing Materials\Programs Fact Sheet

2

|-Bank 980 9" Street, Ste 900, Sacramento, CA 95814 916-322-1399 www.ibank.ca.gov
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Appendix B
Fast Facts on the California Economyreflecting April 2011data)

California is one of the ten largest economies in the world with a 2009 gross state product (GSP) of
$1.89 trillion! According to the RealtyTrac 2010 Year End Report, a total of75®81California
properties received foreclosure filingsgecrease of nearly 14% from 2009; currently, California has
353,768 foreclosure propertiésThe March unemployment rate increased to 12.0% (seasonally
adjusted) representing an estimated 2.02 million unemployed workers in Calithi®ia.
unemployments 8.8% down 1% from February.

California's Global Economy

1 In 2009, California's total GSP was $1.89 trillion as compared to the United States with a gross
domestic product (GDP) of $14.3 trillidn.

1 In 2009, California's GSP ranked this state asgtin &' largest economy in the world. The 2009
worldwide GDP in rank order are as follows: United States ($14.3 trillion), Japan ($5.10 trillion),
China ($4.90 trillion), Germany ($3.34 trillion), France ($2.65 trillion), United Kingdom ($2.17
trillion), Italy ($2.11 trillion), Brazil ($1.57 trillion), Spain ($1.46 trillion), Canada ($1.34 trillion)
and India ($1.31 trillion), and the Russian Federation ($1.23 triffion).

Job Market

1 In March 2011 there were 14,049,300 jobs in nonfarm industries, gsoedito 13,861,200 in
March 2010. California nonfarm payrolls lost 11,600 followed by a revised 84,600 in February and
17,600 jobgain in January. Although the state has seen some job gains the UCLA Anderson
Forecast says unemployment in California won't dip below 10% until the last quarter df 2012.

1 Within nonfarm industries, four sectors saw meoter job gains, and seven sectors saw month
ove job decline. The sectors with increased employment in March were: education and health
services (5,100); information (2,600); professional and business services (1,200); and government
(200). Sectors that lost jobs in March were: other services, *5,880e, transportation and utilities
(4,400); construction (4,300); leisure and hospitality (2,500); financial activities (1,400);
manufacturing (1,100); and mining and logging (190).

1 In March 2011, California nonfarm businesses were down 11,600rggte prior month, as
compared to an increased 216,000 (0.2%) jobs nationwide.

9 From March 2010 to March 2011, nonfarm jobs rose in eight of the 11 major industry sectors:
professional and business services; educational and health servicesrarsgertation and utilities;
leisure and hospitality; information, manufacturing construction and mining and lddging.
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Unemployment (March 2011) These numbers are not seasonally adjusted as compared to the
seasonally adjusted unemployment number abovleThe monthly unemployment numbers by
their nature are not seasonally adjusted.)

{ Statewide: 12.3% (Down from 12.8% in 1 Imperial County: 24.6% (Up from 24.5% in
2010) 2010)

f Alameda County: 10.8% (Down from 11.5% 1 Los Angeles County: 12.2% (Down from
in 2010) 12.4% in 2010)

1 ColusaCounty: .26.7% (Up from 25.4% in 1 Riverside Countyi4.1 % (Down from
2010) 14.7% in 2010)

7 Contra Costa: 11.2% (Down from 11.6% in 1 Sacramento County: 12.6 % (Down from
2010) 12.9% in 2010)

1 Fresno County:18.4% (Remained the same at { Santa Clara County: 10.3% (Down from
18.4% 2010) 11.7% in 2010}*

In-sourcing of Jobs

1 Insourcing companies provide 594,100 jobs for California workers

q California ranks Tin the United States in the number of employees supported by U.S.
subsidiaries?

1 In 2009, insourcing companies employed 594,100 Californians and accounted for 4% of the state's
total private sector employmetft.More than 32% subsidiaries in California are in the
manufacturing industry, accounting for 193,300 jbbs.

Energy Market

{ California produces 13% of the natural gas, 38.11% of the crude oil, and 69% of the electricity it
uses. The remaining electricitpdanatural gas is purchased from Canada, the Pacific Northwest, the
Rocky Mountain States and the Southwest. The remaining crude oil is imported from Alaska and
foreign sources®

1 The West Coast, prices for Alaskan North Slope crude oil increased to 52000 April 7' but
has since decreased to $117.61 as of April 13, 2011, however, they are $36.03 higher than a year
17
ago.

1 Reformulated gasoline production in California, for the week ending April 8, increased 2.9% from
the previous week to 6.55 millidrarrels, falling below the-gear range and 6% higher than a year
ago. Inventories for California reformulated gasoline also decreased 1% and but remains above the
top of a fiveyear range®
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California's Innovation Economy

1 California ranks 7 among the 50 states in science and technology. Other top states include
Massachusetts {1, Maryland (2%, Delaware (%), Washington (#), Colorado (§), and Virginia
(6™). The index ranks states based on research and development dollars, ffyratete issued,
venture capital investment, and business starts.

1 California ranks ¥ among 50 states for patents issued in 2009 when 23,354 total patents were
granted. Other top performing states include Texas (6,436 patents), New York (6,127, patents
Washington (4,856 patents), and Massachusetts (4,038 pafents).

1 California ranks T in startups and ¥ in new branches in higkech manufacturing. Other top
ranking states include Texas, Florida, New York, and Michigan forgarand Texas, Flioa,
Georgia, and New York in new brancHés.

1 The University of California system rank¥ 2with Caltech ranking8and Stanford ranking™
among all universities in the U.S. for the ability to transfer intellectual property (biotech research
and patets) into commercial uses. These rankings are demonstrated in the Technology Transfer and
Commercialization Index. Other top ranking universities include MiJ gihd University of Florida
(5th).22

California Trade and Foreign Investment Activity

1 California merchandise exports were down for theronth in June, 2009 according to the UC
Center in Sacramento California's year to date exports of $56.3 billion are down 23% from $73.2
billion in 2008%

1 Exports from California accounted for 11% of tdtaS. exports in 2008’

1 California's export shipments of merchandise in 2010 totaled $143.3 Billibthe value of
services were added to the export of profit, it is likely that California would rank first in total
exports?®

1 Small and mediursizedfirms generated more than tviifths (44%) of California’s total exports of
merchandise in 2008, well above the 31% export share natiéhally.

{ California's top four export markets in 2010 were Mexico ($21.0 billion), Canada ($16.1 billion),
China ($12.5 Biion), and Japan ($12.2 billion) respectivély.

1 In 2010, the state's leading export category was computers and electronic products which accounted
for 43.1 billion of California’s total merchandise exports. Other top merchandize exports are
machinery manfacturers ($14.5 billion), transportation equipment ($13.0 billion), chemical
manufacturers ($11.6 billion) and miscellaneous manufacturers (11.5 biffion).

On the following page there is a state may with unemployment figures fechM@11 (most
recent).
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County Unemployment Rates
March 2011 (Not Seasonally Adjusted)

Siskiyou

20.2%

Percent Unemployed

Trinty ssa [ 8.0% to 10.8%
10.9% to 13.1%
e 13.2% to 16.9%
A 17.0% to 21.4%
Sierra 21.5% to 26.7%
Statewide: 12.3%

Sy Joaquin
18.4%
San Francisco Sibwal  Stanislaus
9.1% S 18.4%

San Mateo n Merced
X 9
8.4% S 21.4% Madera
- 17.2%
. Fresno
A San Benilo 18.4%
20.6%

Santa Cruz
14.7%

Tulare
18.7%

Santa Barbara
9.6%

Data Source:
Local Area Unemployment Statistics (LAUS)
Labor Market Information Division
California Employment Development Department

Data Notes:

Data reflect the 2010 Benchmark. . Employment

ED Development

Cartography by: _\FIM

Labor Market Information Division Stale of Californls

California Employment Development Department ——

http://mww.labormarketinfo.edd.ca.gov o

Apri 2011 LaborMarketinfo
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Appendix C

California
Economic Strategy Panel Regions

SISKIYOU

Northern California
Northern Sacramento Valley
Greater Sacramento

Bay Area

Central Coast

San Joaquin Valley

Central Sierra

Southern California
Southern Border

TRINITY LASSEN
HUMBOLDT

PLUMAS

MENDOCINO

MARIN
TUOLUMNE

SAN FRANCISCO
MARIPOSA
SAN MATEO

SANTA CRUZ

SAN BERNARDINO

VENTUR
iy LOS ANGELES

RIVERSIDE
ORANGE

SAN DIEGO IMPERIAL
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Appendix D

Summary of Legislation

Current Session

Infrastructure Bank and Economic Development

1 AB 696 (HuesoXalifornia Infrastructure and Economic Development Bamkis bill
requires projects selected for funding under the Infrastructure State Revolving Fund Program
to only be funded, if the project meets specified land use and economic development criteria.

1 AB 700 (Blumenfield) California Infrastructure anddhomic Development Bankthis bill
establishes an independently administered California Infrastructure and Economic
Development Bank and removes the Secretary of the Business, Transportation and Housing
Agency (BTH) as chairperson.

1 AB 1094 (John APérez)California Infrastructure and Economic Development Bankis
bill expands the membership of the board of directors of the Infrastructure Bank from five to
seven members.

1 AB 893 (V. Manuel PérefTalifornia Infrastructure and Economic Development Bahhkis
bill modernizes the operations of the Infrastructure Bank, such as the inclusion of the
economic development community on the Board, mandating outreach to communities, and
adding new reportingequirements about the number of jobs created and retained, and the
industries served.

1 SB 822 (Evans) Infrastructure plaBkxisting law requires the Governor, in conjunction with
the Governor's Budget, to submit annually to the Legislature a propesad infrastructure
plan containing specified information concerning infrastructure needed by state agencies,
public schools, and public postsecondary educational institutions and a proposal for funding
the needed infrastructure. This bill makes teciniconsubstantive changes to this provision.

1 SB 907 (Evans) Master Plan for Infrastructure Financing and Development Commission:
This bill creates the Master Plan for Infrastructure Financing and Development Commission.
Describes the structure ofetftommission and that its members shall be appointed by the
Governor. As well as, allows for staff to be loaned from relevant agencies with exception of
the Executive Director that is appointed by the chair of the commission with the approval of
the entie membership. The bill also describes the duties of the commission including
creating task force committees.

High Speed Rail Authority

In the 201112 Legislative Session there appeared to be a significant amount of activity
surrounding the High speé&thil Authority.
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AB 16 (Perea) HigtSpeed Rail Authority This bill requires the High Speed Authority to
make every effort to purchase higheed train rolling stock and related equipment
manufactured in California, consistent with federal and state laws

AB 31 (Beall) Highspeed Rail Local Master Plan: This bill establishes the-Sigbed Rail

Local Master Plan Pilot Program only cities and counties that have an approved station may
participate in the pilot program. The planning agency or eacltipating jurisdiction may
prepare and adopt by ordinance a master plan for the development of the area surrounding
the rail system. The plan may be incorporated into the city's or county's general plan or may
a project specificThe bill also requires aBIR be prepared for the area of the development
projects.

AB 41 (Hill) High Speed Rail and conflicts of interest: disqualificatidrnis bill includes
members of the Higi$peed Rail Authority to be subject to FPPC rules relating to conflict of
interes laws and requires members recuse themselves accordingly.

AB 58 (Galgiani) Executive Staff of Higbpeed rail This bill authorizes the Governor to
appoint up to 5 deputy directors exempt from civil service who serve at the pleasure of the
executive director.

AB 133 (Galgiani) Highspeed rail This bill requires federal funds made available to the
state f@ high-speed rail, upon appropriation for specified work on one or more rail corridors
approved by the Federal Railroad Administration, in a manner consistent with certain
provisions of, the bond act

AB 145 (Galgiani) Highspeed rail authorization This bill continues the Higispeed Rail
Authority in existence to make policy decisions relative to implementation ofSpigéd rail
consistent with Proposition 1A and creates the Department of$figked Trains within the
Business, Transportation and HogsAgency.

AB 277 (Galgiani) PUC: higlspeed rail power supplyrfhis bill requires the PUC to
coordinate with the Higispeed Rail Authority to determine the power supply system
requirements for higispeed rail operations.

AB 615 (Lowenthal, Bonie) Hightspeed rail This bill includes the Higispeed Rail

Authority to those Departments that do not need approval from the Department of Finance or
the State Public Works Board before it can expend funds from an appropriation for capital
outlay purposs.

AB 953 (Jones) Higispeed railThis bill requires the Higlspeed Rail Authority to contract
with the Institute of Transportation Studies at UC Berkeley to complete a revised ridership
study, using the ridership methodology of the institute, as well as, requiring the authority to
recongder its adoption of the optimal higgpeed rail route based both on the new ridership
study and the ridership methodology. The bill also says that no funds from Proposition 1A
shall be used.
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AB 1092 (Lowenthal, Bonnie) Highpeed rail:This bill recuires the Highspeed Rail

Authority to report biannually to the Legislature beginning March 1, 2012. Reporting in

detail on the status of the project, including overall progress, the budget, expenditures to date,
as well as, a comparison of the currerd project work schedule and the baseline schedule
contained in the 2009 business plan.

SB 22 (La Malfa) Bond Funding Relative to Higheed rail This bill states the intent of the
Legislature to reexamine the bond funding mechanism of the autheeigtive to the high
speed rail project.

Prior Sessions

l

AB 507 (Arambula) This bill requires projects selected for funding under the Infrastructure
Revolving Loan Program only be funded if the project meets specified land use and
economic developnme criteria. Status: Held in the Assembly Committee on
Appropriations, May 2009.

AB 1047 (V.Manuel Pérez)This bill establishes a local assistance program, within-the |
Bank, to assist small and rural communities obtain bond financingffastructure projects.
Status: Held in the Assembly Committee on Appropriations, May 2009.

AB 1380 (Bass) This bill expands the membership of the board of directors of Bamk
from five to seven members. Status: Held in the Senate Rules Cemmitigust 2010.

AB 1272 (Arambula) This bill established a local assistance program, within-Benk, to
assist small and rural communities obtain bond financing for infrastructure projects. Status:
Held in the Assembly Committee on Appropriasp@pril 2008.

AB 1410 (Bass) This bill authorizes theBank to use certain federal Community
Development Block Grant moneys provided through the federal American Recovery and
Reinvestment Act to create credit enhancements, loan guarante@steles loans. Status:
Remained with Assembly Committee on Jobs, Economic Development and the Economy,
April 2010.
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Appendix E

State Infrastructure Financing Programs

Economic Development

State Small Business Loan Guarantee Program

Administered through California Business Transgiion and Housing Agency makes direct
loans, and loan guarantees and letters of credit through private financial institutions to small
businesses.

California Capital Access Program
Administered through the California Pollution Control Board operates a loan loss reserve
program through private financial institutions.

Federal Small Business Financing Loan Programs
Operated by the U.S. Small Business Administration, this site is an index of loans available for
small businesses.

Small Business Surety Bond Program

Operated by the U.S. Small Business Administration, this program can guarantee bid
performance and payment bonds for congragt to $1.25 million for small businesses that are
unable to obtain bonds through regular commercial channels.

Small Business 7(A) Loan GuarantyProgram
Operated by the U.S. Small Business Administration, this program provides loans to small
businesses unable to secure financing on reasonable terms through normal lending channels.

USDA Business and Industry Direct Loan Program

Operated by the U.S. Department of Agriculture (USDA), this program provides loans to private
parties to be used for improving, developing, or financing business and industry, creating jobs,
and improwng the economic and environmental climate in rural counties.

USDA Business Programs
Various loans to promote rural economic and business development.

U.S. Small Business Administration
The U.S. Small Business Administration provides financial, technical, and management
assistance to help Americans start, run, and grow their businesses.

Enerqgy

California Energy Commission
Provides energyelated financing programs, technical assistance, and eregtggtion
informational resources to local jurisdictions and private entities.
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Environment

Border Environment Infrastructure Fund

Operated by the North American Development Bank, this fund facilitates financing for the
development, execution and operation of environmental infrastructure projects in the U.S.
Mexico border region by combining grant funds with loans or guarantiesdjecis that would
otherwise be financially unfeasible.

Institutional Development Cooperation Program

Operated by the North American Development Bank, this program assists yttuliies within
100 kilometers of the U.9vexico border in achieving effective and efficient operation of their
water, wastewater treatment, municipal solid waste, and related services.

Loan and Guaranty Program

Operated by the North American Development Bank, this program provides direct financing or
loan guarantees for environmental infrastructure projects within 100 kilometers of the U.S.
Mexico border. Projts must involve potable water, wastewater treatment, municipal solid
waste, or related areas. Borrowers may be from the public or private sector.

Health Facilities

California Health Faciliti es Financing Authority (CHFFA)

Operated by the State Treasurer's Office, this Authority provides financial assistance to both
public and norprofit healthcare providers in California through loans funded by the issuance of
tax-exempt bonds.

Cal-Mortgage Loan Insurance Program

Operated by the Office of Statewide Health Planning Department, this program provides loan
insurance for health facilities in order to stimulate the flow of chipita health facilities
construction, improvement, expansion, acquisition, and refinancing to foster and meet the need
for new, expanded, and modernized public andprofit health facilities.

Department of Health Services

Through the Primary and Rural Health Care Systems Branch, this Department offers a wide
variety of programs, including the Rural Health Services Development Program, designed to
improve and make more accessible caghpnsive primary and preventive health care services
and other public health services foirsk persons, including the medically uninsured or
indigent, and those who would otherwise have either limited or no access to services due to
cultural or languagbarriers.

Housing

California Department of Housing and Community Development (HCD)
A listing and description of HCD's numerous loan and grant programs.

HCD Loan & Grant Program Directory
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Infrastructure

California Infrastructure and Economic Development Bank (-Bank)

The FBank was created in 1994 to promote economic revitalization, enable future development,
and encourage a healthy climate for jobs in California. TBank has broad authority to issue
tax-exempt and taxable revenue bonds, provide financing to pageiccies, provide credit
enhancements, acquire or lease facilities, and leverage State and Federal funds.

Community Facilities Loan Program
Operated by the U.S. DepartmehtAgriculture, this program provides loans for public
community facilities in rural areas and towns.

Ports

California Department of Boating and Waterways

This Department offers several loans for the tgwaent of marinas, expansion and/or
improvement of boating and ancillary facilities available to the public, and for construction of
new small craft harbors or expansion of existing berthing facilities.

Public Schools

Office of Public School Construction
Operated by the Department of General Services, this Office provides links to various programs
and services relating to school construction and maintenance.

Deferred Maintenance Program

The State School Deferred Maintenance Program providesrSéithing funds, on a dolldor-

dollar basis, to assist school districts with expenditures for major repaiplacement of

existing school building components. Funds are also provided for emergency hardship projects
where the work must be completed within one year.

State Reloc#able Classroom Program

The State Relocatable Classroom Program is designed to meet the needs of districts impacted by
excessive growth or unforeseen classroom emergencies. The State Allocation Board allocates
funds for the acquisition, installation ando@ation of safe relocatable classroom facilities.

Water

Drinking Water State Revolving Fund Program

Operated by the California Department of Health Services, this program provides funding for
water related projects including, but not limited to: replacing aging infrastructure, land
acquisition, consolidation of a public water system, and planning arghohesa drinking water
project.

State Water Resources Control Board
The Division of Financial Assistance (Division) administers the implementation of the State
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Water Boardos financi al assistance progr ams.
through various water quality improvement projects including the construction of municipal
sewage and water recycling facilities, remediation for undergrourabsttank releases,
watershed protection projects, and nonpoint source pollution control projects.

Department of Water Resources

This Department provides funding in the farof loans and grants to local public agencies for
water conservation and other watelated projects.
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Appendix F

State and Federal Grant Programs

Defense Conversion

Military Airport Program
Operated by the Federal Aviation Administration, this program provides matching grants for
military base reuse plans through their Military Airport Program Grants.

Office of Economic Adjustment

Operated by the U.S. Department of Defense, this Office provides matching grants for military
base reuse plans.

Economic Development

California Air Resources Board
The California Air Board website provides links to sites that contain financial/grant information
for small businesses.

California Community Economic Revitalization Team (CERT)

Operated by the California Resources Agency, this program provides links to Federal and State
grant and loan programs.

Energy

Community Development Block Grant (CDBG) Program

Operated by the California Department of Housing and Community Development, this program
provides funding for economic development projects, public infrastructure improvements, as
well as housing, community and social welfare related projects and astivitie

Economic Development Administration (EDA)
Operated by the U.S. Department of Commerce, the EDA provides various economic
development and public works related grants through eight EDA programs.

Public Works Development Facilities Program

Operated by the U.S. Department of Commerce, this program provides grants to help distressed
communities attract new industry, encourage busiegsansion, diversify local economies, and
generate longerm, private sector jobs.

USDA Business Programs

The U.S Department of Agriculture Rural Development website providesasémgs to rural
business and economic development grants.
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Energy

Border Environment Infrastructure Fund

Operated by the North American Development Bank, this fundtite financing for the
development, execution and operation of environmental infrastructure projects in the U.S.
Mexico border region by combining grant funds with loans or guaranties for projects that would
otherwise be financially unfeasible.

California Energy Commission

This Commission provides various energjated grants to local jurisdictions and private
entities.

Environmental

Institutional Development Cooperation Program

Operated by the North American Development Bank, this program assists public utilities within
100 kilometers of the U.9viexico borde in achieving effective and efficient operation of their
water, wastewater treatment, municipal solid waste, and related services.

Jobs Through Recycling Grant Program

Operated by the U.S. Environmental Protection Agency, this program provides grants for
recycling/reuse businesses that increase the use of recyclable or reusable materials and contribute
to economic development and job creation.

Pollution Prevention Incentives for States Grants Program

Operated by the U.S. Environmental Protection Agency, this program provides grants for state,
tribal and regional programs that address the temtuor elimination of pollution across all
environmental media: air, land, and water.

Environment

Alameda County Waste Management Authority

This Authority provides grants to public ages, norprofit organizations, private businesses

and educational institutions interested in projects that promote source reduction, recycling and
the development, marketing and use of recycled content.

California Department of Water Resources
This Department provides funding in the forms of grants and loans to local public agencies for
water conservation and other watelated projects.

California Integrated Waste Management Board

This Board provides the following grants: Enforcement Assistance Grants; Household Hazardous
Waste Grants; Solid Waste Disposab&e Cleanup Grants; Farm and Ranch Cleanup Grants;
Used Oil Grants; and Tire Grants.

Department of Conservation Nonprofit Grant Program
This program provides grants to nonprofiganizations and governmental agencies, including
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school districts, individual schools, special districts and joint power authorities to implement
beverage container recycling projects in order to create or expand beverage container recycling
collection, ecycling infrastructure, and recycling infrastructure, and recycling

Environmental Enhancement and Mitigation (EEM) Program

Operated by the California Resources Agency, this program offers aft@ted million to local,
state, and federal governmental agencies and nonprofit organizations for projects in three
categories: Highway Landscape and Urban Forestry, Resource Lands, and Roadside
Recreational.

Solid Waste Program Grants

Operated by the U.S. Environmental Protection Agency, this program provides grants to projects
with an emphasis on education and outreach, implementation of solid waste isitiatigte
development to facilitate solid waste management programs.

Health

California Rural Health Policy Council

This Council provides contact and general information and linkeai@ous social welfare
related federal grant programs, including:

-Administration for Children and Families

-Administration of Native Americans

-Centers for Disease Control

-Distance Learning and Telemedicine Loans and Grants

-Housing and Urban Development

-National Telecommunications and Information Administration (NTIA)
-Rural Health Outreach Grant Program

-Rural Network Development Grants

-Rural Telemedicine Grant Program

-Ryan White Title Il HIV Planning Grant Program

-Substance Abuse and Mental Heatiministration

Housing

Community Development Block Grant (CDBG) Program

Operated by the California Department of Housing and Community Development, this program
provides funding for economic development projects, public infrastructure improvements, as
well as housing, community and social welfare related projects and astivitie

California Department of Housing and Community Development
A complete listing of this Department's numerous grant and loan programs.

Department of Housing and Urban Development (HUD)

This Department offers grants, loans, contracts, and other business opportunities to a wide
variety of agencies, organizations and companies in order to buildhansarp in creating
housing opportunities and building communities.
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Rural Housing Service
The U.S. Department of Agriculture Rural Development website includes links to Rural Housing
Service programs and services.

Ports

California Department of Boating and Waterways

This Department offers various grants for the construction of launching lanes, shore side or
floating restrooms, boarding floats, shore protectiontredgr parking, utilities, landscaping and
irrigation, and other ancillary items.

Public Schools

Public Works Development Facilities Program

Operated by the Department of Commerces pnbogram provides grants to help distressed
communities attract new industry, encourage business expansion, diversify local economies and
generate longerm, private sector jobs. Among the types of projects funded are water and sewer
facilities primarilyserving industry and commerce; access roads to industrial parks or sites: port
improvements; and business incubator facilities.

Sewer/ Water Systems (also see Environment)

Public Works Development Facilities Program

Operated by the Department of Commerce, this program provides grants to help distressed
communities attract new industry, encourage business expansion, diversify local economies and
generate longerm, private sector jobs. Aong the types of projects funded are water and sewer
facilities primarily serving industry and commerce; access roads to industrial parks or sites: port
improvements; and business incubator facilities.

Schools

Department of General Services

Through the Office of Public School Construction, this department offers three grant programs:
1. The Deferred Maintenance Program;

2. The School Facility Program; and

3. The State Relocatab®assroom Program.

Telecommunications

Technology Opportunities Program
Operated by the U.S. Department of Commerce, this program provides matching demonstration
grants to help develop information infrastructures and services in rural as well as urban areas.

Public Telecommunications Facilities Program
Operated by the U.S. Department of Commerce, this program provides matching grants for
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equipment that disseminates noncommercial edutatand cultural programs to the American
public.

Telecommunications Program
Operated by the U.S. Department of Agriculture, this program provides financing to promote the
constructiorof telecommunications infrastructure in rural areas.

Transportation

California Office of Traffic Safety
This Office provides grants to improve traffic safety on area streets and lyghaval increase
safety awareness.

Federal Transit Administration (FTA) Grants and Contracts
Provides links to various FTA funding opportunities for transportation projects.

FTA Capital Grant Program

Operated by the Federal Transit Administration (FTA), this program provides grants to assist
with the financing of capital projects that will benefietbountry's transit systems. The three
categories of projects are:

1. Bus and buselated facilities;

2. Modernization of fixed guideway systems; and

3. Construction of new fixed guideway systems and extensions.

FTA Metropolitan Planning Program

Operated by the Federal Transit Administration (FTA), this program provides financial
assistance, through the states, to Metropolitan Planning OrganizatiBay o support the

costs of preparing longange transportation plans required as a condition of obtaining Federal
Capital Program and Urbanized Area Formula Program grants for transit projects.

Airports Financial Assistance Division
Operated by the Federal Aviation Administration (FAA), this Division provides Airport
Improvement Grants to public agencies, districts, and authorities.

Airport Improvement Program
Operated by the Federal Aviation Administration (FAA), this program provides grants for airport
projects.

Federal Highway Administration
Operated by the U.S. Department of Transportation, this Administration provides funding for
various transportatierelated infrastructure development projects.

Transportation and Community and System Preservation Pilot Program

Operated by the U.S. Department of Transportation, this program provides grants to investigate
the relationship between transportation and community and system presesmdtjorivate
sectorbased initiatives.
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Water

Border Environment Infrastructure Fund

Operated by the North American Development Bank, this fund facilitates financing for the
development, execution and operation of environmental infrastructure projects in the U.S.
Mexico border region by combining grant funds with loans or guaranties for projects that would
otherwise be financially unfeasible.

Department of Water Resources
This California Department provides funding in the forms of loans and grants to local public
agencies for water conservation and other wagkated projects.

Institutional Development Cooperation Program

Operated by the North American Development Bank, this program assists public utilities within
100 kilometers of the U.9viexico borde in achieving effective and efficient operation of their
water, wastewater treatment, municipal solid waste, and related services.

Public Works Development Facilities Program

Operated ® the U.S. Department of Commerce, this program provides grants to help distressed
communities attract new industry, encourage business expansion, diversify local economies, and
generate longerm, private sector jobs. Funds water and wastewater fagiptiesarily serving

industry and commerce.

State Water Resources Control Board (SWRCB)
This Board provides various waterlated project grants.

SWRCB - NPS Grant: 319

Operated through the State Water Resources Control Board, this is a fefleddlg, norpoint
source (NPS) pollution control program. It may include watershddaad use management
activities.

USDA Water and Waste Programs

Operated by the U.S. Department of Agriculture, these programs provide a variety of grants for
rural water and wasteleged projects.
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Appendix G

On-Line Infrastructure Funding Application

CALIFORNIA FINANCING COORDINATING COMMITTEE (CFCC)
COMMON FUNDING INQUIRY FORM

Instructions: An electronic copy of this form can be obtained at: www.cfcc.ca.gov

Please provide the information below and e-mail the completed form to: dcummings@ibank.ca.gov

If completing a hard copy of this form, attach responses where applicable and fax to Karl Whittington at (916) 319-7607.

Name of Applicant or Official System Name: County:

Check the box that best describes the applican

[J00 Municipal entity ] Private entity, for profit Lo
Private entity, nonprofit

Project OR problem description. Describe the problem or the need for the project, the purpose of
the project, the basic design features of the project and what the project will accomplish. (Attach
documentation, if available)

Estimated Project Schedule. Provide a timeline that illustrates the estimated start and completion
dates for each major phase or milestone of project development, construction and/or acquisition
(including, for example, feasibility study, land acquisition, preliminary engineering, environmental
review, final design and construction commencement and completion).

Financing is needed for (check all that apply):

[]1 Feasibility Study []i Rate Study L
Engineering/Architectural
[] Land Acquisition [ 111 Project Construction and Administration

[] Other, specify:

Estimated Total Project Costs $ Estimated amount of funding requested
$
Multiple funding sources anticipated: []iI[1Yes [Ji1INo

For water/sewer projects only:

Service Area Population:
System ID No.:

Number of Service Connections:

Estimated Median Household
Income
of service area:

$
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How did you hear about the California Financing Coordinating Committee?

All correspondence regarding this inquiry will be sent to the individual named below. You will receive
a written acknowledgement of the receipt of this inquiry form and be contacted by staff of the
appropriate CFCC member agencies to pursue additional assistance.

Printed Name of Inquirer Title

Mailing Address (street) City/State Zip code
( ) ( )

Phone Number FAX Number e-mail

C O QRN

Forc
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200910 Annual Report

STATE OF CALIFORNIA BUSINESS TRANSPORTATION AND HOUSING AGENCY
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Appendix |

Agenda and Summary of March 30, 201Hearing

ASSEMBLY COMMITTEE ON JOBS, ECONOMIC
DEVELOPMENT, AND THE ECONOMY

California's Economic Recovery and the Role of the State Infrastructure
and Economic Development Bank

Agenda

Wednesday, March 30, 2041 9:00 A.M.
California State CapitpBacramento, California

The is the first in a series of hearings being held by the Assembly Committee on Jobs, Economic
Development and the Economy examining local, state and federal economic recovery efforts.
California workers and businesses an@rrently facing some of the harshest economic

conditions since the Great Depression. Unemployment in California has reached over 12% and

is projected to remain above double digits well into 2012. Some areas of the state, however,
have already experienceshemployment rates of nearly 30%. It is estimated that over 2.25

million Californians have lost jobs during this recession and bankruptcies among small
businesses have been nearly double the national average.

One of California's challenges in movingvi@rd is the state's aging infrastructuaed its

inability to support the innovation economy that is fundamental to retaining the state's global
competitivenessAt this hearing, presentations will focus on the current role of the California
Infrastructure and Economic Development Bank &V it could be used in the future to:

1 Complement and enhaa@xisting work bpther state entitiesn clean energy and the
state's emerging green economy.

Catalyzeprivate equity investmenis infrastructure.

Enhancethe state'sbility to leverage additionagxisting and proposed federal
programs

1
1

Following the formal presentations, the public will have an opportunity to share their
perspectives during the public comment period.
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I. Welcome, Introductions and Opening Statements
Chairman Pérez and Members of the Assembly Committee on Jobs, Economic
Development, and the Econonwill give opening statements and frame the key issues to be
examined during the hearing.
II. Overview of the California Infrastructure and Economic Development Bank
¢ Starnton C.Hazelroth, Executive Director, California Infrastructure and Economic
Development Bank
1 Roma CristiaPlant, Assistant Executive DirectoGalifornia Infrastructure and Ecomoic
Development Bank
lll. Stakeholder Perspectives
1 Wayne Schel|l Executive Director, California Association for Local Economic
Development
1 Jeremy Smith RepresentativeStateBuilding and Construction Trades Council of
America
V. Public Comment

Anyone interested in addressing the Committee may sign up to speak during the public comment
period. A sigrup sheet is located at the back of the hearing room.

VI. Summation of Key Concepts and Closing Remarks

Assembly Memberwill highlight key isues and provide recommendations on further actions by
the Assembly Committee on Jobs, Economic Development, and the Economy.
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Summary of Wednesday, March 30, 2010Oversight Hearing on
California's Economic Recovery and the Role of the California Infratructure
and Economic Development Bank

This is the first in a series of hearings being held by the Assembly Committee on Jobs, Economic
Development and the EconordEDE)examining local, state and federal economic recovery
efforts.

Californiaworkers and businesses are currently facing some of the harshest economic conditions
since the Great Depression. Unemployment in California has reached over 12% and is projected
to remain above double digits well into 2012. Some areas of the state, hdveewealready
experienced unemployment rates of nearly 30%. It is estimated that over 2.25 million
Californians have lost jobs during this recession and bankruptcies among small businesses have
been nearly double the national average.

One of Californi& challenges in moving forward is the state's aging infrastructure and its
inability to support the innovation economy that is fundamental to retaining the state's global
competitiveness.

In thishearing, presentations foagon boththe current rol®f the California Infrastructure and
Economic Development Bar{k-Bank)and how it could be used to:

1 Complement and enhance existing work by other state entities on clean energy and the state's
emerging green economy

i Catalyze private equity investmemsinfrastructure; and
1 Enhance the state's ability to leverage additional existing and proposed federal programs.

In May, the JEDE Committee is scheduled to tseseral bills related to theBank,including
legislation to reorganize theBank as an idependent agency (AB 700 by Assemblymember
Blumenfield);to require public infrastructure moneys be awarded based on minimum economic
and land use criterigAB 696 by Assemblyman Hueso); to expand the membership ofBhal
board and functions to moredadly reflect its development and business creation potential (AB
893 by Assemblyman V. M. Pérez and AB 1094 by Speaker John Pérez).

In his opening comments, Chairman V.M. Pérez shared his intention to facilitate the
development of &gislative packagefd-Bankand infrastructureelated billsthat complement
one another and that are reflectivelod state's economic recovery and competitiveness in the
postrecession economy.
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The chairman also highlighted the JEDE committee's white paper andoteftarting the
interdependency of théxseconomic drivers
of the economy: nfrastructure, labor,
capital, businesgonsumers and
government.

During the first panel, Members heard from
Executive DirectoStanton C. Hazelroth
andRoma CristiaPlant, Assistant Executive
Directorof the FBank, who provided a
detailed briefing on theBank's
administrative structure, programs and
examples of the current projects funded
throughout the state. Mr. Hazelroth also
discussed work at the federal level to teea
a national infrastructure bank, including
how the Senator Kerry Model and the President Obama models differed. Another issue
discussed was recent workshops hosted by-Bank and funded by the Rockefeller Foundation
on the {Bank's role within the ate's larger infrastructure development needs.

Following the {Bank, presentations were madeWsgyne $hell, Executive Director of the
California Association for Local Economic Developm€@ALED) and Jeremy Smith, Assistant
Legislative DirectoiState Bilding and Construction Trades Council of America.

CALED is the gatewide professional economic development organization with a membership
that consists of public and private organizations all working toward community and business
development succes®uring Mr. Shell's presentation hdiscusgedthe importance of
infrastructure in attracting and retaining businessekthechallenges local communities face in
trying to finance and build local infrastructur@mong other recommendations he made to the
Members are the following:

1 Look at the Massachusetts Development Bank and the proactive process they use for helping
to develop publically owned real estate assets for economic development purposes, financing
early stage development and brownfields, praviding direct and loan guarantees for
businesses and local communities;

1 Transform the-Bank into a state development bank through expansion of the board to
include economic developers, labor and people more experienced in land development
practices irCalifornia; and

1 Establish a onstop technical assistance program dedicated to small and rural communities.

Mr. Smith discussed th®le of infrastructure development within the construction and building

tradesproviding specific examples of job creation associated with several recent infrastructure
projects. He discussed the need for apprenticeship programs and how prevailing wages help
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fund this workforce development tool. Mr. Smith also elaborated on h®wautient recession
had affected construction workers, some of which have been unemployed for cyerso

Preliminary recommendations from the hearing include, but are not limited to:

1) Sponsoring additionatakeholderengagementhrough one or morefdhe following
activities:

a) Call forastate Infrastruetre Summit for the purpose of prioritizing key actions that can
be taken by the public and private sectors to increase California's global competitiveness

b) Host stakeholder roundtablasdiscusghe link between economic development and
infrastructure. Information from roundtables would be usembidinue toshape
infrastructure package;

c) Form a Task Force on the possible roles for tBark including program restructuring;

d) Schedulean infrastucturerelated agenda item for the next monthly meeting of the JEDE
sponsored Federal and State Small Business Jobs Act Rournciables

e) Hold a followrup hearing to present information requested from the March 30, 2011
hearing.

2) Restructuring current irdistructure development planning and finance pratesslearly
places enhancement of the state economy as one of the primary policy obgrotves
other activities:

a) Call for an update of the Environmental, Growth and Policy Report and the related
economic development, including infrastructure, plans. To the extent funding is not
available provide authority for nonprofit stakeholder organizations to facilitate the
development of the planwhich could then be reviewed asoproed/modifiedby the
Governor and Legislature; and

b) Statutorily define a planning process that links sound economic analysis with the
development of state economic and workforce development planning and funding
prioritiesandmanda¢ timely updates, measurable outcomes areinatted approaches.

3) Enhancing local technical assistafcerural and small cities to help in img together
competitive infrastructure financing packages.

4) Obtaining additional informatioimcluding:

a) Thedevelopment ofa matrix of statdevel infrastructure development bank models and
make further recommendations to the Committee on which elements of alternative
modek could be applicable to theBank
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b) Call for an integrated infrastructure assessment including infrastructure operated by
federal,state and local government entities

c) Request JEDE staff to develop a proposal using-Bemk to smooth recession impacts
on the construction jobs during a recession. Having atemg and funded
infrastructure development plan could lessen unemployaranng workers who are
directly and indirectly employed by developmeelated businesses;

d) Ask the IBank for a list of recommended program improvements;

e) Ask JEDE staff to prepare information for the committee's review anvastment
models for leverging more private sector infrastructure funding; and

f) Ask the IBank to provide additional information on: the mechanics of a typical local
infrastructure and conduit bond financed deal; a map of2dink projects; a chart of |
Bank projects by househoidcome served; and, a chart on private sector investment
leveraged by fiscal year.

JEDE staff produced a report which provides extensive details on the California economy and |
Bank activities. The report can be found on the State Assembly's website at
www.assembly.ca.gounder the JEDE Committee.
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