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SENATE VOTE: 33-1

SUBJECT: Foreign investment

SUMMARY: Expresses the sentiment of the Legiskathat it is in California’'s economic
interest to promote opportunities for EB-5 visagstments in the state. Among other key
findings, the Legislative intent states the follogi

1) That the economic downturn has led to higher uneympént in California and has limited
access to credit and investment for California hesses.

2) That greater foreign investment would create jolmbienprove the state's economy.
3) That many foreign investors see California as @alele place to invest and reside.
EXISTING LAW specifies that the Business, Transatoin and Housing Agency (BTH) is the
primary state agency authorized to attract for@gestments, cooperate in international public

infrastructure projects, support California busgessin accessing markets, and requires the
Secretary to develop an international trade andstment strategy (ITI Strategy).

FISCAL EFFECT: None

COMMENTS:

1) Purpose: According to the author, “SCR 33 tougsrtterits of the EB-5 visa program and
the critical role that foreign investment can piayCalifornia's economic recovery and
economic viability. Promoting EB-5 investment ofdpaities in the state will bring an
influx of money to California projects, which witl turn create job opportunities for
thousands of displaced workers seeking employment.

"California’s formal trade and trade promotiondtigs within state government are
currently quite limited. With the demise of thechnology Trade and Commerce Agency
(TTCA) in 2003, numerous trade related programssamndices were eliminated, and the few
remaining came under the umbrella of BTH. The farinternational Investment Division
under TTCA had 91 employees and a budget of $4Bomilallowing it to engage in

activities like formal marketing. There is now i very small number of former
International Investment Division staff working trade related issues and activities for the
state."

2) EB-5 Investment Program: The EB-5 investment mogis administered by the U.S.
Citizenship and Immigration Service (USCIS) purduarthe federal Immigration Act of
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1990. The name “EB-5" is derived from the fact tihas the fifth category of employment-
based visa.

Under the program, permanent-resident status itabl&ato foreign investors who have
invested — or are actively in the process of inngst at least $1million into a new
commercial enterprise, which can entail: the cozatif an original business; the purchase of
an existing business and restructuring or reorgagithe business to the extent that a new
commercial enterprise results; or a significantaggion of an existing business.

An applicant seeking status as an immigrant investesst demonstrate that his or her
investment will benefit the U.S. economy and crdalletime employment for at least ten
qualified individuals, or maintain the number ofstxig employees in a troubled business.
For investors who choose to invest in economidaltgeted employment areas (TEA), the
required investment is decreased to $500,000. A iBEeither a high-unemployment area
that has experienced an unemployment rate of st 1&8% of the national average rate or a
rural area.

Based on 2010 state figures and a high unemployraentlefined as 14.4% or greater, 56
cities, 13 counties, 21 rural areas, and 11 meltapcstatistical areas in California have
been identified as eligible TEA. Some states, agBouth Dakota, have specific programs
that target foreign investment by those who ar&ilapto apply for visas under the
investment provisions.

In addition to individual investors, the federavgonment can also recognize regional
centers which allows for a pooling of investor mpné&here are at least 31 federally-
recognized regional centers currently operatinGatifornia, significantly more than any
other state. These regional centers are basedsatr® state. Their focuses vary widely, and
include commercial real estate development, adticall products, film projects, and high-
tech ventures.

Among other requirements, applicants of the EBsarogram must demonstrate that they
meet all requirements of the program prior to §limith the USCIS. If it is determined that
the investment criteria is met and properly docue@nany investor may be granted
conditional permanent residence status for a paiddo years by USCIS. A permanent
green card may be issued at the end of the condltjzeriod.

Ten thousand EB-5 investment visas are authorizeg$uance each year to potential
immigrants that make new investments in the U.&tardcally, the annual allocation of
10,000 EB-5 visas is not fully utilized, althougbage is growing. In 2009, close to 4,300
investors obtained EB-5 visas as compared to amiglreds in 2007.

Export promotion also drives high foreign investinelm January 2010, the President
announced a national goal of doubling U.S. expwitisin five years, setting a 2015 target
for U.S. exports of $3.14 trillion. In accomplisp this goal, the federal government will be
proposing new programs, targeting existing tradated activities, and increasing funding
and technical assistance within current programs.
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The National Export Initiative (NEI), the mechanisywhich the federal government
manages activities and funds related to increddigg exports, has identified eight priority
areas, including the following:

o0 Increasing exports among small- and medium-sizégrnses including support for
trade promotion and export financing;

o Creating more opportunities for U.S. sellers to nvath foreign buyers, especially in the
area of green technologies; and

0 Increasing the number of U.S. trade missions abapadthose coming to the U.S., as
well as improving coordination with state govermmade offices and national trade
associations.

Since the announcement of the new national gahleastart of 2010, exports from California
were up $20 billion over 2009. As the second largeporter of products in the U.S. and the
largest receiver of foreign direct investment ia tiation, this federal goal could result in
significant new economic opportunities for Calif@n Further, in opening new markets to
our domestic products, foreign investors will disoreminded of the economic investment
opportunities in the U.S. Policy makers may wardidvance the policy objective of SCR 33
to increase foreign investment through an activesEBvestment program in conjunction
with the state's activities to promote export depeient.

EB-5 Success Stories: According to informationvded by the author, there are many
examples of areas and developments that have tieddfiom foreign investment through
EB-5, most especially as businesses routinelyagitess to capital as a roadblock to
successful development of new or growth of existiegtures. According to a recent article
in the Sacramento Beg, there are now close t015,000 people who work at gl Business
Park, a residential and industrial developmenhatformer McClellan Air Force Base which
closed in 2001, resulting in the loss of some 1@ j00s in the region. The transformation
was completed with the help of $18 million invesksd36 immigrants from China, Mexico
and an array of other countries who have applie&Rb visas.

Nationally, the state of Vermont is home to on¢heflargest success stories from EB-5
investment. The New York Times and National Public Radio (NPR) both reported
extensively on a ski resort that was able to exgeord seasonal winter recreation to a year-
round resort after raising nearly $200 million dodl from foreign investors (South Africa,
Sweden, Canada, Mexico and England). The enate sf Vermont is now recognized as a
regional center called the Vermont Agency of Comityjuibevelopment, which focuses on
bringing foreign investment to the tourism, manuiaag, professional services, education
and information publishing industries in the staidwe state formally markets and promotes
the availability of EB-5 status to gain foreign @stment and is a model for state
involvement in securing this type of money. Onwtbsite, Vermont publicizes a swift
approval process for projects, state oversightrojggsts and activities to assure compliance
with U.S. Immigration Law, and hands-on involvembkptVermont elected officials,
including the Governor and Congressional delegation

The state's trade and foreign investment strate@glifornia's international trade and foreign
investment activities are required to be direckedugh the development and implementation
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of the ITI Strategy. Prepared every five years, il Strategy is based on current state and
regional economic research and a public vetting we Legislature to ensure the inclusion
of jointly agreed upon goals and measurable objesti The current ITI Strategy was
finalized in August 2008, and the next strateggus in August 2013.

Taking as industry sector approach, the ITI Styatedpased on the state's core and emerging
industries. By emphasizing the development of deeglationships within core and

emerging industry sectors and their trade assoastithe strategy better aligns with other
economic development activities at the local amtfal levels, increasing the impact of state
activities and investments.

Dominant industry clusters include: Emerging industry clusters include:

a) Professional business and a) Life science and services
information services b) Value-added supply chain,

b) Diversified manufacturing manufacturing and logistics

c) Wholesale trade and transportation c) Cleantech and renewable energy

d) High-tech manufacturing d) Nanotechnology

Many of the industry sectors noted above are expgndpidly around the globe. While
California may have been historically dominant iany of these innovation-based industries,
California businesses today are finding competifrom other states, as well as from other
nations. Keeping California competitive means rteamng capital flows to all sizes of
businesses. The EB-5 investment program couldgitnen the state's ongoing need for new
capital to fuel job creation.

California's trade economy: International trada isery important component of California’s
$1.9 trillion economy. If California were a countit would be the 11th largest exporter in
the world. Exports from California accounted faeo11% of total U.S. exports in goods,
shipping to over 226 foreign destinations in 2010.

California’s land, sea, and air ports of entry ses key international commercial gateways
for products entering the country. California estpd $143 billion in goods in 2010 (up
from $120 billion in 2009), ranking second onlyTtexas with $163 billion in export goods.
Computers and electronic products were Califorggsexports in 2010, accounting for
30.1% of all state exports, or $43 billion.

2010 Exports From Californiatothe World
Product Value ($) Per cent
334 Computers & Electronic Prod. 43,075,351,414 130.
333 Machinery (except electrical) 14,486,638,626 126
336 Transportation Equipment 12,957,683,521 9%
325 Chemical Manufactures 11,590,683,001 8.1 %
339 Misc. Manufactures 11,502,854,6R1 8 %
111 Agricultural Products 9,353,709,981 6.5 %
All Others 40,301,943,15¢ 28.1 %
Total 143,268,864,273 100 %
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Manufacturing is California’s most export-intensetivity. Overall, manufacturing exports
represent 9.4% of California’s gross domestic pobdiviore than one-fifth (21.9%) of all
manufacturing workers in California directly depemdexports for their jobs.

Small- and medium-sized firms generated more tharfifths (43%) of California’s total
exports of merchandise. This represents the sevegllest percentage among states and is
well above the 29% national average export sharthése firms.

Mexico is California's top trading partner, recetyi$21 billion (15%) in goods in 2010. The
state's second and third largest trading partmer€anada and China with $16.1 billion
(11%) and $12.4 billion (8.6%), respectively. Qttap-ranking export destinations include
Japan, South Korea, Taiwan, the United Kingdom,dH¥6ang, Germany, and Singapore.

Relative to last year, the value of California prots exported to other counties increased
significantly in 2010 ($143 billion v. $120 billign In California's highest export category,
computer and electronic products, exports in 20amst reached their 2006 high ($43
billion v. $44.3 billion).

State's diverse population as a trade advantagéfofia’'s diverse population provides the
state with a key trade and foreign investment athgenover other states and nations. Due to
strong past in-migration from other nations, mdwant one-in-four of California's current
residents (9.5 million people) were born outsidethS., compared to just over one-in-ten
nationally. About half of foreign-born Californiarare from Latin America, and another

third from Asia. Net foreign in-migration curreptiotals approximately 200,000 persons
annually, representing nearly 40% of Californiaiawal population growth. For many
immigrant groups, California represents the singigest gathering of their brethren outside
their native lands.

The first ITI Study found that California's econ@naind social diversity uniquely positioned
the state as a preferred partner for certain regamound the world. Regionally, 36% of the
population in Los Angeles is foreign born, as i18@23f the Bay Area. It is estimated that
40% of the entrepreneurs in the Silicon Valleyfareign born. New globally-based models
for innovation and technology have brought greaingfes in the function of world
economies, and California's dominance as a cehtenovation is being challenged. The
newly emerging economies of China, India, and $nga, among others, have been and are
committed to continuing massive investments inaegeand development to become
leaders in innovation and not merely "copycat” ernies.

While these dynamics pose challenges to curredirigaechnology centers, they also offer
California new opportunities for collaboration atmbperation. The state's diversity could be
a crucial advantage to successful global collabmrand foreign investment attraction. The
state is already engaged in academic and researttepships with China, Canada, and
Iceland on renewable energy and other technolodiée. University of California at San
Diego has a multi-year manufacturing initiative wilexico supporting economic growth on
both sides of the border. These types of partieedforts, however, have not yet been
brought forward into a broader economic developrramework and are too often treated
as one-off initiatives. Enormous potential exiatsesearch, development, and product
manufacturing by capitalizing on cross border atities if California can successfully
transition to the new and more highly connectechentc world of the 2% Century.



8) Current session related legislation: Below istadf related legislation from the current
session:

9)

a) AB 1137 (V. Manuel Pérez) — Trade Promotion anddfikpinance: This bill makes a

b)

c)

d)

number of changes to programs designed to assastdommunities and businesses,
enhance the local business climate, and createbjpbscreasing foreign trade and
investment including providing authorizing the &ithment of the California Trade
Promotion and Export Finance Program, codifyingdtage's role in the EB-5 Program,
and making technical corrections to the internatidree trade zone program. Status:
Pending in the Senate Appropriations Committee.

AB 1409 (JEDE) — Goods Movement Update to the Satshomic Strategy: This bill
requires that the next update of the internatitraale and investment strategy include
policy goals, objectives and recommendations frioenstate Goods Movement Action
Plan (GMAP), as well as related measurable outcanddimelines. Status: Pending in
the Senate Appropriations Committee.

AB 1410 (JEDE Committee) — Trade Omnibus Bill: §hill makes technical, non-
substantive amendments to the codes relating éonational trade and foreign
investment. Specifically, this bill reorganizes ttatutory placement of the Office of
California-Mexico Affairs and the California-Mexiddorder Relations Council from a
general title within state government to a morecgjetitle on foreign relations within
the Government Code. Status: Pending on the S&ihadr.

SB 460 (Price) — International trade and Markefngmotion: This bill requires the
Secretary of the Business, Transportation and lgu&gency (BTH) to convene a
statewide business partnership for internatiorsadrmarketing and promotion. Status:
This bill is pending in the Assembly Committee atg, Economic Development and the
Economy.

Related legislation from prior sessions: Below isst of related legislation, some of which

are discussed earlier in the analysis.

a)

b)

AB 3021 (Nuiiez) - California-Mexico Border Relats@ouncil: This bill established
the six-member California-Mexico Border Relationsu@cil (Border Council) comprised
of all Agency Secretaries and the Director of ttigc® of Emergency Services for the
purpose of coordinating activities of state agesnci€he Border Council is required to
report to the Legislature on its activities anmnpalBtatus: Signed by the Governor -
Chapter 621, Statutes of 2006.

AJR 14 (Jeffries) — Customs Duties: This resoluticemorialized the President of the
U.S. and Congress to enact legislation to ensateatBubstantial increment of new
revenues derived from customs duties and importdées be dedicated to mitigating the
economic, mobility, security, and environmental aos of trade in California and other
trade-affected states across the U.S. Statusraof&pg by both Houses, Resolution
Chapter 73, Statutes of 2007.
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c) AJR 27 (Torrico) — Support U.S.-Colombia Trade Potion Agreement: This resolution
memorialized Congress that the California Legiskatpposes the United States-
Colombia Trade Promotion Agreement. Status: Apgddoy both Houses, Resolution
Chapter 145, Statutes of 2010.

d) AJR 55 (Villines) — Support U.S.-Colombia Trade faation Agreement: This
resolution would have memorialized Congress thatQhlifornia Legislature supports the
United States-Colombia Trade Promotion Agreem&tatus: Refused adoption in the
Assembly Committee on Jobs, Economic Developmerat tlke Economy in 2008.

e) SB 1513 (Romero) — New International Trade Progr&mmal Compromise -
California International Trade and Investment Act. This bill provided new authority
for the BTH to undertake international trade angestment activities, and as a condition
of that new authority, directs the development obmprehensive international trade and
investment policy for California. This bill reflecextended bi-partisan discussions
between the Senate and the Assembly. Status:e®ignthe Governor - Chapter 663,
Statutes of 2006.

REGISTERED SUPPORT / OPPOSITION:

Support

None known

Opposition

None known

Analysis Prepared by: Toni Symonds / J., E.[E.& (916) 319-2090




