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Economic Recovery in the Border Region: Leveragindrade to
Chart a New Path Forward

California workers and businesses are currentlpgasome of the harshest economic conditions
since the Great Depression. Unemployment in Califoremains above 11% and is projected to
continue in double digits well into 2014. It idiesated that over 2.25 million Californians have
lost jobs during this recession and bankruptciesrajysmall businesses have been nearly double
the national average.

Communities in proximity to the border with Mexigo¢luding those in the Imperial and
Coachella Valleys, have been especially hard kgegencing unemployment levels above 30%.
On November 10, 2011, the Assembly Committee os,Jébonomic Development and the
Economy (JEDE) will be in Calexico, California,iear from community and civic leaders, as
well as economic development professionals angdidic, about their ideas and priorities for
using bi-national solutions and trade and forergrestment (TFI) to kick start these rural
regional economies An agenda of the hearing is provided in Appendix A.

This is the eleventh in a series of hearings Chairivi. Manuel Pérez (D-Coachella) has held on
the issue of economic recovery. Topics addresaed imcluded fortifying small business
development; reforming the state's regulatory psceevitalizing the state's manufacturing
sector; building infrastructure to support job ¢i@® and addressing the economic and
workforce development issues of the long term ureyagl including returning veterans.

In this hearing, the Committee will continue to emae these types of economic recovery issues
with a special emphasis on solutions and modetstiag be beneficial to communities and
businesses in the rural portions of the Califoidiexico border region. Economic disparities
within these areas have been particularly extreneetd a number of factors including the lack

of ongoing private sector investment; its remoteggaphic location; limited infrastructure; and
inconsistent access to a skilled workforce.

This report provides general information on rureéelopment and the role international trade
and foreign investment play within the Californ@aomy. It is designed to serve as a public
policy workbook that will be updated and reviseddfiect information learned during the
hearing and to set the framework for the Commgteagoing work on economic recovery, as
well as rural prosperity.

Issues for Consideration

As one of the 18 largest economies in the world, a majority of @afiia communities are
already highly integrated within global markets.h&ther it's a cell phone that is produced using
minerals from Africa, batteries manufactured walherearth mined in China, or a morning ritual
of strong black coffee, a majority of Californigoarticipate in the global marketplace every day.
Some products are produced out-of-the country rethee raw or manufactured components
from a variety of geographic locations, and stileys are from companies that are owned by or
have major shareholders that are from a foreigmirgu
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As the diagram above
illustrates, California's
economy has multiple
internal and external
drivers. Strengths in
one area may, for a
time, compensate for
weaknesses in another.
Over the long term,

however, the economic
health of the
community is @ @

Global
Economy

dependent on the
quality of all six
drivers. Rapid
globalization in the past two decades has permbnelminged the economic development
paradigm for rural communities in close proximitythe border with Mexico, such as those in
the Coachella and Imperial Valleys. Their uniqoeakion provides both opportunities for
accessing international capital and commerce, dsawehallenges, such as the impacts of
northward migration and financing infrastructuréanle to participation within the global
movement of goods

In developing a framework for rural regional prostye a range of speakers have been invited to
brief the Committee. Among other issues, the spesakave been asked to address the
following:

* How can the state support local and regional effrtcatalyze private investments in
underserved and emerging areas?

* What actions can the state take to minimize ecoo@amd workforce challenges of rural
communities in and around the California-Baja M&ggion?

* Where are these opportunities to enhance the gtmmapetitiveness and economic
integration of the Coachella and Imperial Valleys?

+ What actions can the state take to facilitate ebmsgler commerce and reduce de facto
barriers to cross-border investment?

Information and research from this hearing willused in January 2012 when the legislative
session resumes and JEDE begins deliberationgtaligon affecting business
attraction/expansion, economic development strasegind the possibility of expanding the role
of international trade within the state's econorammvery and post-recession economy activities.
Descriptions of these measures are included in AgipeG and a list of preliminary
recommendations is provided in Section V of thgepa



Organization of the Report

This report is organized into five sections. la finst section, the report provides an overview of
the challenges facing rural California and makesmemendation for a new rural development
model. The second section has information on #iddZnia economy within a global economic
context. The third section describes the statefedheral trade framework including information
on the World Trade Organization and the North AcaiFree Trade Agreement.

The fourth section provides background on Cali@mstrade program including those state and
bi-national programs that are currently being zeitl in the Imperial and Coachella Valleys. The
fifth, and final, section includes a list of recomnaations developed by staff through research
and discussions with stakeholder groups. Eachosecbncludes with identification of key
issues that are anticipated to be discussed dthrengearing and the related recommendations.

In addition to these sections, the report inclualesimber of appendices that may serve as useful
references to key elements discussed elsewhehe paper.

* Appendix A provides the agenda for the November20Q,1 hearing.

* Appendix B is a fact sheet on the California ecopameluding a map of the state displaying
county unemployment for September 2011 (most cudata).

* Appendix C provides detailed information on Califia’s trade and investment activities.
* Appendix D is a fact sheet on California-Mexicadgaelations.
* Appendix E is a fact sheet on the Imperial Couryn@emy.

* Appendix F presents summaries of selected econdevielopment strategies related to the
Imperial and Coachella Valleys.

* Appendix G includes a summary of selected tradeinastructure related legislation from
the current and most recent legislative sessions.

» Appendix H provides a list of federal, state arntéinational business development,
international trade and infrastructure programs.

* Appendix | is a list of Foreign Trade Zones in @atnia.






Section | — Moving Toward Rural Prosperity

California’s rural communities face a variety obeomic development challenges. High
unemployment; intense pockets of poverty; inadegjirdtastructure; and limited access to the
educational, vocational, health, and governmentices available in urban and suburban
communities are only a few of the issues rural comitres face in developing and implementing
economic development strategies.

One of the most compelling changes facing ruralroomities is the shift away from a mono-
economy dominated by agriculture. While agricidttemains a key economic driver in some
areas, rural communities are also looking to aeasfgeconomic engines for growth. Supporting
the development and growth of these new industriose may well require new and/or updated
skill sets, alternative financing options, and otb@mmunity development elements to make
them sustainable.

Increasing globalization coupled with enhanced coamigations has also brought global, as well
as local, competitiveness challenges. It is bengnricreasingly common that rural
communities in California compete for manufactunolgnts and financing from global investors
and international companies.

Promoting a more modern rural development modélregjuire setting new goals that
encompass the economic success of the whole leateaging all available infrastructure
opportunities, re-examining education and workfateeelopment systems, and improving
access to capital for California’'s rural commusitidlost importantly, a modern rural
development model will likely require coordinatiaoross industry sectors, levels of
government, and between public and private actors.

The November 10, 2011 hearing is designed to peowmitbrmation and public comment on how
trade and foreign investment can be used to caalyal economic recovery and, ultimately,
rural prosperity. Later sections of this reportl wiscuss a broad range of international trade and
foreign investment issues from a global, natiomal state perspective.

As a starting place, this section explores sontbefinique challenges and opportunities rural
areas face when undertaking economic developmditids and lays a framework for a new
rural development model — based on innovationglibly clean energy, and globally networked.
An expanded group of appendices have been prefmbeslp provide background on this issue.
Appendix E and Appendix F include a Fact Sheeherirhperial Valley and a summary of key
economic development strategies for the Coachelthlmperial Valleys, respectively.

The Needs of Rural Areas not Reflected in State Roles

Aside from a few small loan and grant programsjf@alia has no state-level policy specifically
targeted toward rural economic development actigiti



While California is not unique in its lack of attem to
rural economic policy, this was not always true.
California's most recent venture into rural poli@ame
in the late 1990s with the enactment of two boise to
establish an internal cabinet-level task forcewmalr
issues and another to establish an external stilezho
driven rural development council. Stakeholder gsou
represented on the rural development council irezfud
economic developers, local governments, tribal
governments, agriculture, forestry, and other bessn
interests. The internal task force was managexlitir
the Governor's Office, and the rural development
council was administered through the California
Technology, Trade and Commerce Agency (TTCA)
until the agency was eliminated in 2003.

Combined, these two entities addressed a variety of
rural issues including economic development, health
care, energy, workforce development, water, and lar
use. The rural development council was also a neer;
of the National Rural Development Partnership, Wwhic
was initially chartered by an act of the U.S. Casgrin
1990. Today, 31 state rural development councils
belong to the National Rural Development Partngish
including California's neighboring states of Arizon
Nevada, New Mexico, Oregon and Texas.

The now defunct internal rural task force and the
external rural development council provided an
opportunity for other rural policy groups to britigeir
issues forward and reduce the prevalent silo thonki
The California Rural Health Policy Council is one
example of a group whose voice became greater by
having a single internal and external place tcerais
issues and share ideas. The rural developmentitou
was also a place where external stakeholders could
raise and seek resolution of issues among the éroad
statewide rural community. Besides advancing polic
issues, the rural policy task force also workedwit
federal, state, and local governments to:

* Eliminate impediments to economic growth by
streamlining burdensome regulations;

Priority Rural Actions

In February 2010, JEDE Chairman,
Assemblyman V. Manuel Pérez, joined a
convening of rural stakeholders by the
USDA Rural Development California
State Director Glenda Humiston for the
purpose of identifying a set of key
actions for rural California.

« Expand and Upgrade Infrastructure

* Improve Access to Capital and
Financing

¢ Streamline Regulations and Permit
Processes

* Develop a Better Definition of Rural
That Fits California’s Needs and
Realities

« Find Ways to Expand and Improve
Service to Applicants

* Provide More Technical Assistance
and Planning to Local Communities

* Assist and Enhance Traditional Job
Training Institutions

« Enhance Programs and Opportunities
in Specific Sectors:
-Enable Regional Food Systems and
Improve Access to Healthy Food
-Support Value-added Business
Growth and Tourism
-Expand Programs to Stimulate
Green Jobs and Projects
-Increase Opportunities to Produce
and Utilize Alternative Energy
Sources
-Stabilize and Expand the Supply of
Affordable Housing
-Improve Access and Affordability
of Health Care

* Identify gaps in service delivery and develop
solutions for addressing these areas; and



* Develop and support a more congruent and fluidiserdelivery system for rural California.

California's rural policy in the 1990s was reflagtia new federal policy that focused not just on
rural education and health care, but also on peghos/estments intended to “enable rural
Americans to help themselves, create jobs, andldetheir communities.” This strategy
advanced recommendations from earlier federal teploat argued that the only effective policy
to improve conditions in impoverished rural comnti@si was to use federal funds and technical
assistance to leverage local planning and fundtsffo

This refocused federal policy was also to becomeqda broader national strategy to bring the
nation out of the recession that had begun in 199¢0 changes in national tax policy were
particularly important to rural communities. Thistwas the increase in the earned income tax
credit, which substantially increased the afteritepome of the working poor, a disproportionate
number of whom reside in rural areas. The secamsltihe enactment of legislation creating
empowerment zones and enterprise communities (BZM##@ch included certain tax incentives
to encourage growth in distressed areas. The EgfB@ram included both an urban component
administered through the federal Department of wmuand Urban Development and a rural
component administered by the U.S. Department oicAfjure (USDA).

While California's enterprise zone program wasahit established in the early 1980s, changes
were made to the program in the mid-1990s to betferct the changes in federal policy, SB
2023 (Costa) Chapter 955, Statutes of 1996 and ¥B(Rnight) Chapter 953, Statutes of 1996.
In 2005 and 2006, JEDE held four months of intem$igarings to examine the state enterprise
zone program which resulted in an even stronggnalent of the state program with the original
intention of the federal program, which was to stg300r communities in helping themselves,
create jobs, and rebuild their neighborhoods.

In 2009, JEDE again held three oversight heariwg;h resulted in a series of
recommendations to better target the program teaetfempowerment and wealth creation with
California's poorest communities. These recommtmuahave been incorporated into AB 231
(V. Manuel Pérez), which is pending in JEDE and & heard in January 2012.

Rural Communities as Innovators

Enhancing innovation opportunities within rural coomities can be a very powerful,
competitive advantage to these historically lowermme economies. A report by Collaborative
Economics, thénnovation Driven Economic Development Mqdwltes that many communities
are experiencing new forms of economic pressums fnnovation-driven globalization and
technological changes.

Collaborative Economics states that the globalwation economy is primarily driven by ideas
and is different than the industrial-based econerofedhe past. Rather than competing solely on
the basis of costs, the new model also requiresraamties to compete on the basis of
increasing productivity. Collaborative Economitatss that today's business development is
based on an open business model where firms seekation assets, including ideas, talent,



capital, and other resources from many differetgrmal and
external sources. This open business model mbaanhsutral
businesses are not necessarily removed from theetition
simply because of location.

In the new model it is important that regions, viteeturban or
rural, be capable of supporting ongoing learning asapting to
new innovations. While it may seem that urban suisdéer more
favorable innovation conditions, rural areas cderahany highly
desired qualities when properly packaged. Keyattaristics of a
successful innovation model are business commasnitiéch are
well networked, have the ability to operate collatively, and are
clustered geographically. By its very nature irsiton can take
many forms — a community can be innovative in hbproduces
products, as well as in the types of productsatpces. Rural
innovation may be about performing traditional @ties in a new way, or about starting new
businesses and/or new industry sectors.

Successful innovation is strongly related to thel®f access to human capital, knowledge, and
networks. As one example, a rural area may tdeteelop complex R&D facilities in order to
compete for high-tech industries. This type of@legment may, however, generate costly
upfront investments with very little job creatiolt. may be more effective to invest in the
capacity of a rural area to assimilate innovatrather than to try to produce that innovation
itself. Investments in infrastructure such as db@and technologies or multimodal transport
facilities that link to global networks may prowelie more effective.

An excellent opportunity for rural innovation ligsthe area of renewable energy. While much
of the state-level discussions on renewable enamgylominated by urban- and suburban-based
stakeholders, renewable energy is, for the most fpaly a discussion about rural energy
production. Biofuels primarily rely on agricultifaed stocks. Due to siting requirements, wind
power will most likely be used in rural areas aspared to urban communities. While solar
power is clearly more flexible, large solar arrggserally need to be erected in rural areas.
Certain areas, such as Imperial County, offer unigud high quality geothermal opportunities.

The scale of this economic opportunity for ruraintounities is enormous. According to the
USDA, annual oil imports to the U.S. will exceeti€tentire value of every ear of corn, every
gallon of milk, every pound of beef, everythingttixge produce agriculturally” in the country.
Rural renewable energy could mean more stable
revenues for communities. Development of renewab
energy facilities in rural areas means new jobs in

construction, operations, and maintenance. lItccaldo Rural innovation does not
mean a viable future for young people, and thusaed necessarily look like

the brain drain from California’s rural communitids innovation or high-tech as it
recognition of this potential, USDA Rural Developme occurs in more urban places.

is currently supporting a cleantech pilot projecthe
Coachella and Imperial Valleys.




Another important rural innovation opportunity ietadvance in access to broadband. In a
knowledge-based economy, easy access to informiiongh secure, decentralized data
systems allows large and small organizations tacege, network, expand more cost-effectively,
and provide workers and contractors with more Béity relative to work space. Factories,
warehouses, offices, and transportation networksatso be optimized for economic efficiency.

Broadband effectively levels the playing field bpwing rural communities to have
unprecedented access to information which enhahegsability to provide services that were
previously only available in urban settings. Ifeef, jobs become more mobile, and that
ultimately benefits rural communities. Access todalband provides the technical backbone to
support telecommuters, home-based businesses, agelotbusinesses, new businesses, satellite
offices, and relocations. Unfortunately, many rar@as lack broadband or have inadequate
broadband capacity.

The Rural — Urban Connection

Rural development should not occur in a vacuumor@aating rural development actions with
major regional and state-level investment actigitan more effectively ensure that local
infrastructure investments provide significant \wlincluding those of a smaller scale.

Similarly, the needs and role of rural areas shooldbe considered an after-thought.
Periodically, the Legislature and the Governorfptth "comprehensive" investment plans in
telecommunications, transportation, energy, ane&mafrastructure; however, even when a rural
component is added, its addition often occurseetid of the process rather than it being a
central component to the plan. As an exampleyebstussion on the allocation of the goods
movement moneys from the 2006 infrastructure bdadssed on how much money would go to
Los Angeles and the Bay Area - even though 45%uaking related to goods movement travels
through the San Joaquin Valley. Through conceateticoordinated regional lobbying, the San
Joaquin Valley was able to receive 25% of the $ibhiof funding available.

Working across regions is also important when
considering public investments in education and Mega-Region Initiative
vocational training. Access to an adequate vaoéty Innovative Model
these types of opportunities in a rural area can be Urban and Rural Connection
difficult. A rural community may have limited
public transportation between itself and otherlrura| The Mega-Region Initiative is a
and urban areas, or the operation of the education| partnership between San Diego,

facilities themselves may be constrained due to | Imperial Valley and Baja California
outdated education funding formulas or too regions. It focuses on five target
prescriptive of a program delivery system to clusters: cleantech, logistics,

specialized manufacturing, construction
materials and applied biotechnology.
The objective is for the regions to

become more competitive in the global
market place.

properly fit current rural development patterns.

Some of these gaps can be filled through better
coordination and cooperation between public and
private resources in rural and more urban




communities. Other solutions will need to be spesally
designed so that jobs and appropriately skilledkexs can
flow freely between rural and urban areas. Asudised
above, even in a fully diversified rural econontysilikely
that successful innovation-based businesses velll ne
access to an ongoing variety of key resource persid
making the urban and rural connection even more
important.

Rural Entrepreneurship

For many rural policy makers, entrepreneurship is
considered the best, if not the only, hope fordng
stronger economies in the rural areas. This redemterest
in entrepreneurship and small business developinamt
important national trend. Rural communities are
increasingly shifting away from trying to attracisidies;
instead, they are opting for strategies to attmamte private
investments. This subsection draws from nationdl a
California specific research on how microenterprise
activities can help move rural economies forward.

The Rural Policy Research Institute, USDA and the
California Association for Microenterprise Opportityn
advocate for small and home-based business develdpm
in part, because of rural communities' smaller re&rland
limited access to large pools of skilled labor. wdwer,
both emphasize the ability of rural communities to
effectively promote new small enterprise, which can
supplement local employment opportunities and esee
their tax base.

The Corporation for Enterprise Development, worlavith

Coachella Valley Blueprint

The Coachella Valley Blueprint
focuses on four primary issues and
goals to enhance the Valley's
competitiveness as a place to do
business, live, work and visit.

Goal 1- Establish regional identity to
help compete in the global
marketplace.

Goal 2- Diversify economy through
development of high wage
employment sectors.

Goal 3- Develop competitive labor
force that supports existing future
businesses.

Goal 4— Continue to make the
Coachella Valley a compelling place
to live, work, visit and prosper.

Appendix F includes a full summary
of the Blueprint including key
actions.

funding from the Kellogg Foundation, undertook ateaded study to identify and review
institutions, programs, and activities that supporal entrepreneurship. The stutiapping
Rural Entrepreneurshipvalidated the many challenges facing rural comtrasitoday. It
concluded that a new program delivery framework meeded that would "animate" people and
institutions around entrepreneurship. The newmenended framework would:

* Provide tools and resources for local communitesi¢éntify and grow their own assets;
make local decisions about the balance betweeroetonsocial, and environmental
imperatives; learn from the experiences of othanst, be open to experimentation and

innovation;

* Include regionally oriented solutions developeatigh cooperation across multiple

jurisdictions;
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* Include entrepreneur-focused systems that aligariety of training, technical assistance,
and financing programs to support entrepreneutfseatarious stages of the business
development; and

* Provide opportunities for continuous learning byhoihhe entrepreneurs and the program and
service administrators.

The California Financial Opportunities
Roundtable (CalFOR) is a partnership| Mapping Rural Entrepreneurshgiso highlighted

of USDA Rural Development and the | other essential elements for promoting rural

Federal Reserve Bank of San Francisdo.entrepreneurship, such as providing supportiveipubl
The goal of CalFOR is to mobilize policy; fostering a diverse group of entreprenears]
capital markets and capture local obtaining participation by anchor institutions, S

investment potential for the purpose off - t4,nqations and community development financial
fueling regional economic growth and institutions

job creation. JEDE is a member of the

Technical Advisory Committee. . . .
y The Regional Economies Project also undertook a

special analysis of California's rural regionsts i
report,Patterns of Entrepreneurship in Rural Califorr(lRural Entrepreneurship Report). The
Rural Entrepreneurship Report found entreprenepitshibe the single biggest driver of
economic growth, job creation, and industrial axhnhological innovation in California’s rural
regions. Most firms, the Rural Entrepreneurshipdefound, never leave the rural community
in which they start and that over 80% of the neingh in establishments is attributable to
sectors related to health, regional experiencejramal/ation services. Further, the report cites
that national research and experience suggestiigrowth of entrepreneurship is highly
dependent on the local supporting infrastructureluding education, technical assistance, and
access to credit.

Rural Development Models from Other States

California was once a leader in rural developmethitp and could, with appropriate new
direction, help to facilitate greater prosperitydalifornia's rural communities. Below are a few
examples of the types of proactive policies, proggaand services used by other states in
assisting their rural communities.

» Minnesota Entrepreneurial Gateway Program: ThenkBota Rural Partners (MRP) has
built an online tool for entrepreneurial resourcatching (www.bizpathways.org). This tool
is a component of the Minnesota Entrepreneuriab@ay program (MEG), developed to
serve as an economic development strategy fowtlad areas of Minnesota. Currently, four
pilots of the MEG program are in place and haveehsd an estimated 30,000 people.
More than 3,000 service providers participate edhline tool. MRP has leveraged about
$200,000 to implement the four pilot sites fromoanbination of user fees and foundation
grants, including the Initiative Foundation, Blamdioundation, the Minneapolis Foundation,
and the W.K. Kellogg Foundation. Partners incluttedlhigher education systems, the state
economic development department, the IndependerkeBs Association, and local
community organizations and businesses.
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New Mexico Rural Readiness Program: The New MeRuacal Development Response
Council recently completed a three-and-a-half yeatract with the Economic Development
Administration designed to implement economic depgient projects in 16 rural New
Mexico communities. The purpose of the programo isse a specific community
development project as a means to increase the oaity's capacity to carry on future
projects. To date, Rural Readiness has createtb/D®0 jobs and has the potential to create
1,700 new jobs during the next two to ten years.

Wyoming Community Assessment$he community assessment program provides
communities the training and technical assistamoessary to undertake an assessment of
the community's assets. Too often planning goesaia without adequately understanding
the real strengths and weaknesses of the commuWith a well prepared assessment a
community has a better ability to make decisiorgs glan their own future. The cornerstone
of the program is to help communities develop liyeabnceived and locally-driven
development strategies and to provide a long-tenppart system to help achieve
development goals. Community assessments haveulnelentaken in nearly every
Wyoming community. Further, the program has nea@l§ trained volunteers for the
resource teams with extensive experience in thesarbcommunity and economic
development, land use planning, affordable housiagservation, healthcare, tourism,
transportation, infrastructure, and many more.

South Dakota's Investment Visa Program: South Békanternational trade and investment
program includes targeting foreign investors wheiaterested in obtaining a green card and
potential U.S. citizenship on a fast-track. TheitBdakota program uses the current federal
EB-5 immigration program that provides permanesidency to foreign investors who meet
certain requirements. The primary requirementiésinvestment of $1 million anywhere in
the U.S. or $500,000 in a target area. To helgampnt its foreign investment attraction
program, the state established a U.S. Customs aggpiRegional Center, an entity officially
able to facilitate the EB-5 applications and matketprogram worldwide.

National Rural Policy Research Institute: The Re@icy Research Institute (RUPRI)
provides unbiased analysis and information on baenges, needs, and opportunities
facing rural America. RUPRI’'s aim is to help pegticakers understand the rural impacts of
public policies and programs. RUPRI was foundetl9fi0 to address a concern of members
of the U.S. Senate Agricultural Committee, inclgdBenator Kit Bond (Missouri); Senator
Dale Bumpers (Arkansas); Senator Tom Harkin (lowway] Senator Bob Kerrey (Nebraska),
that no objective, non-governmental source of edledata, information, and analysis
regarding the rural and community impacts of pupbticy decisions was available.

Hearing Discussion Points

The November 10, 2011 hearing will provide an opjaty for the committee to hear testimony
on a number of trade related challenges facind oaramunities along the border with Mexico
and within the economic corridor to the North. Kegues to be discussed at the hearing relating
to this section includeegional collaboration, access to capital, workfore development, and
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infrastructure to support economic development at the local orea)i state, national, bi-
national and global levels.

Witnesses have been asked to provide their owrssssats, highlight successful models and
recommend practical solutions for guiding the sadetions in the post-recession economy.
Related recommendations, as summarized in Sectiomay include:

1. Introduce legislation to authorize the creatioradifi-national economic development
authority for the bi-national mega-region and retbareas. Membership may include
representation by Imperial County, the CoachelldeyaSan Diego County and Baja
California.

2. Develop an economic development focused MOU betileeelected representatives in the
Coachella Valley, Imperial Valley, San Diego Citydor County, and the State of Baja.
Initially, the agreement would focus on collaboratmarketing approaches and could later
support larger regional solutions related to irthuagure.

3. Engage the San Diego and Imperial Valley Econongedlopment Corporations on how
other communities in the economic corridors couhmngfully participate in the CaliBaja
Bi-National Mega Region initiative.

4. Call on California Governor's Office of Businessldfconomic Development to allow, if
requested, the iIHUBs in the San Diego and Impé&uainty form an official partnership with
the iIHUB in Coachella Valley, similar to the retaiship between the Sacramento and
Northern California iIHUBs.

5. Engage tribal governments in identifying issues janakitizing possible collaborative
actions that would enhance the economic competi¢ise of the mega-region and
surrounding communities.

6. Engage education, business and civic leaders tosBsopportunities for complementary
educational curricula and internships related tergmg sectors in the bi-national economic
corridors.

7. Authorize a new and dedicated funding source foalleconomic development entities
within the U.S. side of the mega-region and itshecwic corridors.

8. Call on the California Governor's Office of Busiaesd Economic Development to begin
the process for adopting an updated Internatioredd and Investment Strategy that includes
the discussion of the unique needs of the MegadRagcluding issues relating to
infrastructure, access to capital, workforce depelent, bi-national entrepreneurship and
regulatory reforms that support business start-gqmsyth and manufacturing.

9. Direct JEDE staff to undertake a survey of how p#tates and regional economic
development entities establish their official presein foreign markets. Include within the
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final report recommendations on the potential afla foreign trade office and/or special
state relationship.

10. Facilitate economic development and community engrovent discussions among rural
stakeholders in anticipation of the 2012 Farm BIEDE, working in partnership with the
California Legislative Rural Caucus, can encounagal stakeholders to identify how they
can be supported in developing clean energy geaerahd more economically diversified
economies.

11.Become a partner to and collaborator with the Galifi Financial Opportunities Roundtable
(CalFOR). CalFOR is a joint initiative of the UBepartment of Agriculture — Rural
Development and the Federal Reserve Bank of Sarcisc for the purpose of mobilizing
capital markets and capturing local private investtrpotential in rural areas.
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Section Il — International Trade and the California Economy

Since the earliest days of European immigratioNdcth America, international trade has played
an important part of the North American economylo@ists and other émigrés were highly
dependent on international trade companies sutireaddudson Bay Company, Boston Tea
Company and the Dutch West Indian Company to peoygmbds that were available on the
continent and to provide access to wealthy Europeankets for excess goods such as furs,
tobacco, and raw materials.

As a nation, the U.S. economy has long maintairestktrelationships with a wide range of
countries throughout the world as both a meansppat U.S. based companies, leverage U.S.
financial resources and provide a higher qualitifefto residents
who benefit from increased choice and potentiallydr cost
products.

Globalization is "the
growing integration of

] _ economies and societigs
Since World War Il, the U.S. economic model of ftesgle and around the world..."

conversion of “closed” markets to the implementaid trade
liberalization policies have dominated internatidimancial entities | The World Ban
including the International Monitory Fund and theid Bank.
Opening borders to trade with the developed ecoesimas become a consistent pre-condition to
accessing international aid. These trade relatipgsand U.S. foreign policies, in general, are
increasingly being scrutinized as to their impattdomestic workers and small and mid-sized
companies in the U.S. Spurred on by relative ieespre access to global markets, globalization
has both benefited the U.S. and caused econontazdimon.

This section of the report provides more detaifgdrimation on how international trade and
foreign investment contribute to the state's ecan@ngine. Appendix C provides a JEDE
prepared fact sheet on California's trade economg Appendix D has information on
California's trade relationship with Mexico.

Importance of Trade within the Global Economy

In 2010, global GDP was $63 trillion, with the U($14.5 trillion) having the highest GDP of
any individual nation, followed by China ($5.8 lioh), Japan ($5.4 trillion), Germany ($3.3
trillion), France ($2.5 trillion), the United Kingan ($2.2 trillion), Brazil ($2.08 trillion), Italy
($2.05 trillion), India ($1.7 trillion), Canada ($iltrillion), Russia (1.4 trillion). Based on tlkees
figures from the World Bank, if California were amlependent nation its $1.9 trillion economy
would rank it as the ninth largest economy in thoelek

A significant driver of GDP is international traded foreign investment. As the world's largest
economies, it is not surprising that the U.S., Gery China and Japan are also world's largest
importers. As illustrated by tiéhart 1 — U.S. Imports and Exports (1960 — 20,10)
international trade has played an increasinglyafaliei role within the U.S. economy.
Innovations in technology during the 1990s rapidiyreased global market integration, and
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"suddenly" foreign markets that had been previouslysidered too remote were accessible to
trade. These new markets brought access to nags@lirces for international corporations, as
well as created opportunities for a rising middess who wanted products and services from

developed economies.

Chart 1 - U.S. Imports and Exports (in millions)
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Data Source: U.S. Department of Commerce

In the 2" century, trade in the U.S. has dipped due to theadm crisis in 2001, the financial
crisis, which began in 2007 and later the recessi@®08. Even in the recession, however,
global supply chains of goods and services continaglay a dominant role in the nation's
economic position.

While not every economic activity is part of a ghbsupply chain, many products and services
are. This issue has recently come to the forefraatToyota Assembly lines in the U.S. have
had to shut down because key parts that are manugddn Thailand have been unable to be
shipped due to flooding. This growing market gnggion and the significant role of the U.S.
within the global markets can be seen by the almmsbr imagine of the global trade patterns in
Chart 2 — Global Imports and Exports.

Chart 2 - Global Imports and Exports (in millions)
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Another indicator of world interconnectedness carséen in changes in the amount of foreign
direct investment (FDI). FDI is when a compargniranother country invests, either by
purchasing an existing company in another counttyudding a new site of operations in the
foreign country in what is called "green field ist@ment.” Chart 3 — Global Inward FDIshows
foreign investment, over the same time period agtkvious two charts. Overall the chart
displays a similar pattern to international tragbecept that the dot.com crisis had a greater
impact on investment capital.

Chart 3 - Global Inward FDI (in millions)
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The U.S. is the largest receiver of FDI in the wahd California businesses receive the largest
percentage of FDI in the U.S. As globalization amatket integration continue to evolve, it is
expected that FDI, as we have already seen in keenapital, will be more dispersed across the
world.

The California Economy

Historically, the state's significance in the glblvarketplace resulted from a variety of factors,
including: its strategic west coast location fhiatvides direct access to the growing markets in
Asia; its economically diverse regional economitsstarge, ethnically diverse population,
representing both a ready workforce and significamsumer base; its access to a wide variety
of venture and other private capital; its broadebaissmall- and medium-sized businesses; and
its culture of innovation and entrepreneurshiptipalarly in the area of high technology.

A key driver of the state's $1.9 trillion economsyinternational trade and its related goods
movement activitiesChart 4 — California Employment by Sector (2008hows total reported
California employment by industry. Almost all dletse employment/industry sectors are linked
to California trade and foreign investment actesti Manufacturing is the most closely
dependent, where more than one-fifth (22.9%) ofibekers directly depend on exports for their
jobs. Overall, manufacturing contributed to 9.3fthe state's GDP in 2009 and provided an
average annual salary of $68,201.
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Chart 4 - California Employment By Sector (2009)
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Manufacturing employment is sometimes referredsttha gold standard because it pays high
wages (usually with benefits), supports the statecess to the broader global market and
provides a key link in the extended network of draatl medium sized businesses that
participate in the production, distribution andaresupply chain.

Due to their ability to provide specialized goodsl services, small- and medium-sized
businesses are crucial to the state's internatemmapetitiveness and are an important means for
dispersing the positive economic impacts of tradbiwthe California economy. Of the over
59,998 companies that exported goods from Caligoim2009, 96% (57,461) were small- and
medium-sized enterprises (SME) with fewer than &0ployees. These SMEs generated nearly
two-fifths (44%) of California’'s exports in 2008mdenstrating their key role in the state's trade
competitiveness. Nationally, SMEs represented 88I$% of total exports.

Manufacturing in California, however, even priorth@ current economic recession, faced many
challenges maintaining global and domestic competiess, including providing a skilled
workforce to support the changing needs of manufa and goods movement, and
maintaining cost-effective productivity in the fagklower safety and wage standards in
emerging foreign markets.

The California Manufacturers and Technology Assiomme(CMTA) estimates that California

lost 633,000 manufacturing jobs from its peak inuday 2001 to November 2010. While part of
this reduction reflects the loss of high-tech job2001 and 2002 and the current recession, the
industry, as a whole, is suffering. Comparedthepstates, however, California’s loss of
manufacturing jobs more severe, as show@hart 5 — Loss of Manufacturing Jobs —

Comparison of Western States

(2001-2010 seasonally adjusted)

Chart 5 — Loss of Manufacturing Jobs — Comparison bWestern States
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Manufacturing costs in California are estimatedh®CMTA, based on data from the US
Bureau of Labor Statistics, to be 24% higher thenrational average. The quality and
development process related to building and manimgiinfrastructure is one component of
those costs. In the subsections that follow glea more expanded discussion on the role of
infrastructure in remaining globally competitivAppendix C provides a fact sheet on
California's trade economy and Appendix D has infation on California’s trade relationship
with Mexico.

Exports

If California were a country, it would be the 11#ingest exporter in the world. Exports from
California accounted for over 11% of total U.S. entp in goods, shipping to over 226 foreign
destinations in 2010.

California’s land, sea, and air ports of entry sexs key international commercial gateways for
products entering the country. As showrChart 6 — 2010 Export from California to the

World, California exported $143 billion in goods in 20L® from $120 billion in 2009), ranking
second only to Texas with $163 billion in exporbge. Computers and electronic products were
California's top exports in 2010, accounting forl3@ of all state exports, or $43 billion.

Chart 6 - 2010 Exports From California to the World

Product Value ($) Percent
334 Computers & Electronic Prod. 43,075,351,414 136.
333 Machinery (except electrical) 14,486,638,626 120
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 %

Based on origin of movement, Mexico is Californiap trading partner, receiving $21 billion
(14.6%) in goods in 2010. The state's second laindl largest trading partners are Canada and
China with $16.1 billion (11%) and $12.4 billion.§86), respectively. Other top-ranking export
destinations include Japan, South Korea, TaiwanUthited Kingdom, Hong Kong, Germany,
and SingaporeChart 7 — California Export Marketsbelow, provides more detailed
information on California's export markets.

Chart 7 — California Export Markets (in millions of dollars)
Rank | Country 2007 2008 2009 2010 2007 2008 2009 2010 %
Value | Value | Value | Value % % % % Change
Share | Share | Share | Share 09-10
1 Mexico 18,347| 20,472| 17,474| 20,949 13.7 141 14.6 14.6 19.9
2 Canada 16,274| 17,850 14,315| 16,198 12.1 12.3 11.9 11.3 13.2
3 China 10,566| 10,982| 9,744| 12,469 7.9 7.6 8.1 8.7 28.0
4 | Japan 13,457| 13,062| 10,902| 12,180 10.0 9.0 9.1 8.5 11.7
5 Korea, 7,409| 7,747| 5,913| 8,027 55 53 4.9 5.6 35.8
South

6 Hong Kong 4919| 5,688| 5,800| 6,757 3.7 3.9 4.8 4.7 16.5
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7 Taiwan 5,786| 5,149| 4,120| 6,518 4.3 3.6 3.4 4.6 58.2

8 Germany 5,560| 5,759| 4,441 5,122 4.1 4.0 3.7 3.6 15.3

9 United 5,217| 5,538| 3,916| 4,181 3.9 3.8 3.3 2.9 6.8
Kingdom

10 | Netherlands| 4,077| 4,348| 3,566| 4,126 3.0 3.0 3.0 2.9 15.7

Source: TradePort.org by U.S. Census Bure

California exported $21 billion worth of goods teekco in 2010, accounting for 15% of
California’s overall goods exports. Californiahe second largest exporter to Mexico amongst
the 50 U.S. states (behind Texas). As show®@hart 8 computers and electronic products are

Chart 8 - 2010 Exports from California to Mexico byIndustry Sector
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California's highest single export to Mexico. Hawe as Mexico's economy diversifies, exports
of machinery and transportation equipment have grexponentially

Imports

If California were a country it is estimated thiavbuld be the 12 largest importer in the world.
Having $327 billion in products being imported tali®rnia in 2010. California's top five
imports in 2010 wre: Computer & Electronic Products ($107 billion); Transportation Equipment
($49 billion); Oil & Gas ($21 billion); Miscellaneous Manufactured Commodities ($19 billion);
and Apparel & Accessories ($17 billion).

China is the largest source of imports into California; the 2010 value of Chinese imports was
$133 billion. China is followed by Japan ($41 billion); Mexico ($33 billion); Canada ($23
billion); and South Korea ($12 billion). Chart 9 — California Imports provides more detailed
information on California imports from 2008 to 2010.

Chart 9 — California Imports (in millions)
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Rank | Country 2008 2009 2010 2008 % 2009 % 2010 % | % Change, 2009
Value | Value Value Share Share Share - 2010
1 China 98,676 89,25p 113,391 28.3 38.0 34.7 27.0
2 Japan 55,435 33,605 40,6P8 15.9 12.4 12.4 1.1



3 Mexico 33,829 29,520 32,793 9.7 10.9 10.0 11.0
4 Canada 21,478 17,206 21,6P5 b.2 6.4 6.6 5.7
5 South Korea| 15,526 12,204 12,109 1.5 4.5 3.7 -0.8
6 Malaysia 9,291 8,785 10,616 2.7 3.2 3.2 20.8
7 Taiwan 11,107 8,060 9,849 3.2 3.0 3.0 22.2
8 Thailand 8,356 7,109 7,711 2.4 2.6 2.4 0.3
9 Germany 7,531 5,670 7,577 2.2 2.1 .3 33.6
10 Saudi 8,868 3,760 5,314 2.b 14 116 41.3
Arabia
11 Ecuador 6,113 3,102 5,205 1.8 1.1 1.6 67.8
12 Iraq 7,915 2,987 4,601 2|3 1.1 1.4 54.1
Source: TradePort.org by U.S. Census Bureau

Foreign Investment and Foreign Direct Investment

As depicted irChart 10 — Employment by Foreign Owned NonBank UASfiliates in the top
Five StatesCalifornia has had the highest level of employmerioreign-owned firms since at
least 1997. Along with employment, foreign-owneths own more property, plants, and
equipment in California than in any other stat®I Fr 2008, 2009 and 2010 was respectively,
$3.8 billion, $5 billion and $6.8 billion. Foreigrontrolled companies employed 594,100
Californians in 2008 (most recent numbers knowthatime of printing.

Historically, leading sources of FDI in Californigere investors from the United Kingdom,
Japan, Switzerland, Germany, and France. Eurogetal, has been the largest source of FDI in
California. Collectively, Asian Pacific countribave the second highest FDI in California, with
a higher proportion of manufacturing employment eaohmercial property holdings than are
held by European investors.

While California remains the largest recipient of FDI in the United States, faster FDI growth is
occurring elsewhere, according to the Kyser Center for Economic Research. From 1999 to 2005
the level of gross property, plant, and equipment of all non-bank affiliates in California grew by
10.7%, compared to 20.6% nationally, 95.9% in Kentucky, 50.0% in Colorado, 46.2% in
Massachusetts, and 26.7% in New York.

Chart 10 - Employment by Foreign Owned Nonbank U.S. Affiliates
in the top five States (2002-2006)
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Goods Movement Infrastructure

Goods movement supports employment, business jaofit state and local tax revenue.
California businesses rely heavily on the statie/sea ports and their related transportation
systems to move manufactured goods. Firms rekastflexible, and reliable shipping to link
national and global supply chains and bring prositethe retail market. Transportation
breakdowns and congestion can idle entire gloladymtion networks. As a result, the capacity
and efficiency of seaports, airports, and multimdid&kages have become critical factors in
global trade.

Changes in U.S. and global trade patterns in teeZfayears have placed increasing challenges
on California's good movement system. Betweer® Ed 2002, for example, imports from
Asia as a share of U.S. trade increased from 840%, thereby increasing the flow of imports
through California’s gateways. Over the same pelib&. trade shifted toward lighter goods,
which are more likely to be shipped by air. Whiie state may have limited ability to affect
these larger patterns, there are actions thatabe can take to help California’s global gateways
keep pace with the growing demand for shippingisesv Specific recommendations are
provided at the end of this section and a complistieg of recommendations is presented in
Section V.

Nationally, the Port of Los Angeles continued tédnbie top rank in terms of two-way trade in
2010 (valued at $237 billion). It is followed byKIfternational Airport ($162 billion) and the
port of Chicago ($135 billion). Data on Califorréadther major ports are as follows: Long
Beach ($89 billion, ranked"y; LAX ($77 billion, ranked 19); San Francisco International
Airport ($50 billion, ranked 18); Port of Oakland ($40 billion, ranked "5 Otay Mesa Station
($31 billion); and Calexico-East ($10 billion).

In terms of container activity the Los Angeles-Lddegch container port rankell globally,
behind Shanghai, Singapore, Hong Kong, Shenzhe®asan. Dollar value is just one way to
look at goods movement in assessing trends; isesimportant to look at growthChart 11—
Growth at Largest North American Container PortsQ@6-2010 shows that California ports are
actually losing market share.

For California, expanded supply chains for manuwfiasyy and product distribution have resulted
in congested seaports, where cargo ships are @éleged for extended periods of time waiting
to unload. Truck access is often cited for theagel At international airports, truck access is
also a problem, and expansion of major airporseierely limited by urbanization, ground
access, air quality impacts, and local opposition.
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Another congestion challenge exists at the lan@édhé®rder crossing between California and
Mexico. There are six land crossings referredst®aints of Entry (POESs). The San Diego
County-Tijuana/Tecate region is home to the SawlrésPuerta México, the Otay Mesa-Mesa de
Otay, and the Tecate-Tecate POEs while the Imp€nahty-Mexicali region hosts the
Calexico-Mexicali, Calexico East-Mexicali I, anchdrade-Los Algodones.

U.S. firms with significant business passing thiotige three Imperial Valley ports of entry
report that their logistics-supply chain is highiye sensitive. Long wait times at border
crossings result in delays in receiving intermedgoods and ultimately lead to in problems in
the manufacturing chain. Long wait times betweesxido and the U.S along the Imperial
County — Baja California border accounted for aimested output loss of $1.4 billion and
11,600 lost jobs nationally in 2007. In Califortésses were estimated at $436 million and
5,639 jobs.

3 Chart 11 - Growth at Largest North American Container Ports (2006-2010)
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In 2008, California joined an international collaltion on the development of a California-Baja
Border Master Plan which was designed to addrese s these problems. More specifically,
the Master Plan is a bi-national comprehensiveaguir to coordinate planning and delivery of
projects at land POEs and transportation infrasirecserving those POEs in the California-Baja
California region. The California Department of sportation (Caltrans), in partnership with
the Secretariat of Infrastructure and Urban Develept of Baja California (Secretaria de
Infraestructura y Desarrollo Urbano del Estado d@BEalifornia or SIDUE) and the
U.S./Mexico Joint Working Committee (JWC), retairtd San Diego Association of
Governments (SANDAG) Service Bureau to assisténdévelopment of this Plappendix F
includes a summary of the Master Plan includingfkayings and recommendatians

Three of the speakers at the hearing will be addrgsssues relating to manufacturing and
goods movement, includinguis E. Ramirez Thomas Ramirez Consultingddam
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Wasserman Global Logistics Development Partners; dodé Eugenio Lagarde Amaya
Industrial Development Commission of Mexicali.

State's diverse population as a trade advantage

California’'s diverse population provides the stith a key trade and foreign investment
advantage over other states and nations. Duediagspast in-migration from other nations,
more than one-in-four of California's current resits (9.5 million people) were born outside the
U.S., compared to just over one-in-ten nationaMpout half of foreign-born Californians are
from Latin America, and another third from AsiaetMoreign in-migration currently totals
approximately 200,000 persons annually, represgm@arly 40% of California's annual
population growth. For many immigrant groups, @atiia represents the single largest
gathering of their brethren outside their nativedis

The current California international trade and stweent study found that the state's economic
and social diversity uniquely positioned the stete preferred partner for certain regions around
the world. Regionally, 36% of the population in LAsgeles is foreign born, as is 27% of the
Bay Area. It is estimated that 40% of the entrepoes in the Silicon Valley are foreign born.
New globally-based models for innovation and te¢bg have brought great changes in the
function of world economies, and California's doarioe as a center of innovation is being
challenged. The newly emerging economies of Chiidia, and Singapore, among others, have
been and are committed to continuing massive invests in research and development to
become leaders in innovation and not merely "cogya@onomies.

While these dynamics pose challenges to currediigaechnology centers, they also offer
California new opportunities for collaboration atmbperation. The state's diversity could be a
crucial advantage to successful global collabonatiod foreign investment attraction. The state
is already engaged in academic and research pslitpemwith China, Canada, and Iceland on
renewable energy and other technologies. The Wsityeof California at San Diego has a multi-
year manufacturing initiative with Mexico suppogiaconomic growth on both sides of the
border.

These types of partnership efforts, however, hateyet been brought forward into a broader
economic development framework and are too oftestéd as one-off initiatives. Enormous
potential exists in research, development, andymochanufacturing by capitalizing on cross
border initiatives if California is to successfuthansition to the new and more highly connected
economic world of the Z1Century.

Bi-National Economic Development and Migration

Outward migration from Mexico to the U.S. has histally been a complex and controversial
issue. For a select group of workers in Mexicanitm to California appears as a good
economic choice for them and their families giviea sometimes limited alternatives where they
live. While migration from Mexico has benefitteciny economic sectors in California, the
issue of immigration has consistently been on thge's public policy agenda.
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One often overlooked and under-funded elementiso th
discussion is bi-national economic developmentgpesi
which can help to re-balance the drivers of imntigra
The "maquiladores,” a by-product of NAFTA, are
manufacturing and assembly facilities located imthiern
Mexico including Mexicali. With cross border suppl
chains, these facilities have become importantgrkay
within extended and sometimes global supply chains.

The North American Development Bank, another entity
created through enactment of NAFTA, providesgubj
financing and construction oversight for projecisiated
through the U.S. Environmental Protection AgentysS.-
Mexico Border Water Infrastructure Program. Thegoam
serves communities within 62 miles, north and sootthe
border. By providing cleaner water and improved
infrastructure, the quality of life is improved ajuibs are
created on both sides of the border.

Texas has taken the bi-national economic developmen
model a step further. Local economic developetiselyg
engage businesses to develop dual manufacturirijiésc
on both sides of the border. Funded through d kalas
tax, these local economic developers are contrigub the
economies in their states and Mexico.

Challenges to California's Competitiveness

Innovation has long been the cornerstone of Caliés
competitive edge. Innovation, by its very natueguires
constant reassessment and, very often, reinvesthent
public resources to maintain and enhance a creative
environment where businesses and financial patipss
can constantly evolve.

In March 2008, JEDE undertook a survey of Califaii
business climate. Overall, JEDE found that thee'sta
businesses experience higher costs than in maey atbas
of the nation, consistently ranking California mettop 10
highest cost states. However, the survey alsodfdiat
even with those costs certain regions of the s&at®in
highly competitive within the national and global
marketplace. A copy of the California business climate
survey is available through the JEDE Committee \tebs
www.assembly.ca.gov
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Infrastructure: A Major
Challenge to California's
Competitiveness

World class infrastructure 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.

Research shows that as U.S.
infrastructure has been in a
decline, infrastructure in other
countries is rapidly increasing.

The 2010-11 Global
Competitiveness Report by the
World Economic Forum places
U.S. infrastructure 23in the
world, a drop from its rank of 7th
in 2000.

California trade-related
infrastructure is in a similar state.
Concerns have been raised over
the lack of development of new
and/or significantly upgrading of
existing infrastructure.

The impact of this lack of
investment is compounded by the
substantial new investments made
in other states and nations,
including the expansion of the
Panama Canal.

With the logistics sector alone
employing over 73,000 workers,
failing to remain competitive will
impact California jobs.




Since the release of the 2008 survey, JEDE potady sontinue to track California
competitiveness issues and report them as pankeahbnthly update of the Fast Facts. As an
example, the 2007 index developed by the Milketitiie and Greenstreet Partners ranked four
California metro areas in the top 25 areas thabast to create and sustain innovation-based
jobs: Riverside-San Bernardind{3Bakersfield (1), Vallejo-Fairfield (22, and
Sacramento—Arden-Arcade—Roseville'(251n the 2010 index, however, only one California
location was ranked in the top 25 communities, iesg Hanford-Corcoran (2%

California has also consistently been a leadettra@ing venture capital, although research
shows that other states and regions in the woddaginning to close the gap. A 2010 report,
Venture Impact: The Economic Importance of Ven@apital Backed Companies in the U.S.
Economyshowed that although California remains a leadldxoith venture-backed employment
and revenues, its position is being seriously elnged. Among other key challenges is the
continued impact of the 2008 recession.

According to the report, California was the onlgtst within the top 5 states, to see a decline in
venture capital investment; the state went froneiréieg $997 billion in 2008 to $845 billion in
2010. The State of Washington saw the largeseas® in venture capital investment, having
received $79 billion in 2008 to $256 billion in ZD1In addition, the report offered the following
findings related to venture-backed companies anul@ment:

« Nationally, venture-backed companies contributetit® million jobs and $3.1 trillion in
revenues in 2010. California was the leader iemnees tied to venture-backed companies
with $846 billion, followed by Washington ($256 Imh), Texas ($243 billion),
Pennsylvania ($238 billion) and Massachusetts {$80n).

* The states with the highest employment attributédoleenture-backed companies were
California (3.9 million jobs), Texas (1.1 milliools), Pennsylvania (783,527 jobs),
Washington (778,579) and Massachusetts (775,15),job2010.

Another historic California strength has been dademic-based research capacity. In a 2006
survey, the University of California ranked secaevith Caltech third and Stanford fourth among
all universities for biotechnology transfer. MITasrranked first and the University of Florida
ranked fifth.

California also ranks first among 50 states foeptd issued in 2010, when 30,089 total patents
were granted. Other top performing states inchde York (8,095 patents), Texas (8,027
patents), Washington (5,810 patents), and Massattby§,261 patents). California's research
and development expenditures as a percentage ofv@bdjust above 3.5% in 2009, making it
highest above many global competitors includingpdaiorea, Germany, France, Singapore,
Canada, U.K., China and India. While the stat@ddwlass research universities remain an
advantage, recurring cuts to the University of foatia system and the proliferation of new
global centers of innovation will likely requireweollaborations and investments.
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Other indices reviewed identified additional ardes threaten California's long-term economic
strength. In particular, JEDE surveys found thatgtate will need to make long-term
investments in infrastructure, K-12 education, amdkforce development. As an example,
California ranks only 8 among U.S. states in science and technology aicepta the Milken
Institutes 2010 Science and Technology Indexhdfdtate does not regain competitiveness in
these areas, California's advantages in entreprameufinance, and technology will further
erode.

The most recent study by the state on global cathmatess (2008) made similar findings to the
reviewed indices, especially as they relate tonded to make improvements to infrastructure
and workforce development. More specifically, Biesiness, Transportation and Housing
Agency (BTH) study found that any area where théstcannot supply high-quality workers —
at the right quantity — will tend to encourage istily to outsource, offshore, or move out of
state.” The BTH study also recommended that thte stould benefit from improved
infrastructure investments, including investmentbroadband coverage, water infrastructure,
energy generation and delivery, as well as roalj ard port infrastructure.

Hearing Discussion Points

The November 10, 2011 hearing will provide an opjaty for the committee to hear testimony
on a number of trade related challenges facing@ala, in general, and the rural communities
along the border and within the economic corridothie North, more specifically. Among the
key challenges to be discussed are the condititimec$tate's trade related infrastructure,
impediments to capital flow, workforce preparednesswell as other impacts of globalization.

Witnesses have been asked to provide their owrssssats, highlight successful models and
recommend practical solutions for guiding the sadetions in the post-recession economy.
Related recommendations, as summarized in Sectiomay include:

1. Introduce legislation to authorize the creatioradifi-national economic development
authority for the bi-national mega-region and retbareas. Membership may include
representation by Imperial County, the CoachelldeyaSan Diego County and Baja
California.

2. Develop an economic development focused MOU betwleerlected representatives in the
Coachella Valley, Imperial Valley, San Diego Citydéor County, and the State of Baja.
Initially, the agreement would focus on collaboratmarketing approaches and could later
support larger regional solutions related to irntfuasture.

3. Engage, in cooperation with the California Govem@ffice of Business and Economic
Development, the Conference of Border GovernorstaadBorder Legislative Conference
on how to work more effectively in achieving keymoetitiveness objectives. As a first step
find out more about the following initiatives:

* Development of Secure Manufacturing Zones.
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« Development of a coordinated network of “inlandtpbalong the main logistics
corridors.

. Call on President Barack Obama to designate a pensbn to facilitate the permitting
process among federal agencies for ports of entiyother issues related to goods
movement.

. Engage education, business and civic leaders togsBsopportunities for complementary
educational curricula and internships related terging sectors in the bi-national economic
corridors.

. Call on the California Department of Transportatiodegin facilitation of the update to the
California-Baja Border Master Plan. Encourage actil’ely support outreach to the
economic development community within the Mega-Regind along established economic
corridors.

. Advocate with President Obama and the U.S. Condoesslditional capitalization of the
North American Development Bank, as well as prowidnore flexibility under the

definition of eligible geographic area by incorpiorg areas within clearly defined economic
corridors.

. Authorize a new and dedicated funding source foalleconomic development entities
within the U.S. side of the mega-region and itshecwic corridors.

. Pass legislation, AB 1409 (JEDE), which requiresstate Goods Movement Plan to be

reflected in the international trade and foreigrestment strategy, as well as being
integrated in the state's short and long-term stftecture and economic development plans.
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Section Il — U.S. Trade Policy and the Federal - tate Relationship

This section provides general background on thectre and activities of trade agreements,
including a discussion on international trade agreats, how the U.S. engages in its
negotiations, and the limited options California Iminfluencing the final outcomes of
international trade agreements.

U.S. Trade Agreements

The U.S. Constitution grants the federal governniemipower to negotiate treaties and trade
agreements. Ratification, however, is vested enUts. Congress upon a two-thirds vote of
approval. Congress is prohibited from making ameegmnts to a trade agreement, though it is not
uncommon for related bills to accompany the passégdrade agreement that include
mitigation provisions for economically impacted aoomities, workers and businesses.

In recognition of this inability to modify specifelements of trade agreements once negotiated
and their far reaching impact on state and locahemies, Congress directs the U.S. Trade
representative (USTR) to seek advice from statesitfhout the negotiation process. Among the
29 trade-related advisory committees, the USTRipesy California’s International
administrative support to the Intergovernmentaldyol Trade Strategy calls for the
Advisory Committee (IGPAC). The IGPAC is compris#fd | giate to engage the federal

state and local officials, including members otfesta government on U.S. trade
legislatures, state trade directors, and relaté&dmel policy and advocate for
associations. California state government doehaot a California's business

position on IGPAC, however, there is one Califormi@mber, | interests before IGPAC
Carlos J. Valderrama, who represents the Los Asgilea
Chamber of Commerce.

The USTR also maintains a state point of contaetQS) system in which the governor of each
state designates a single point of contact withéngtate that is responsible for transmitting
information to the USTR and disseminating inforrmatirom the USTR to state officials.

Pursuant to the statutory provisions in SB 1513afitér 663, Statutes of 2006), the SPOC serves
as the official liaison between the USTR, the Adstration, and the Legislature. The SPOC is
required to "promptly disseminate correspondendaformation” from the USTR to the

relevant state agencies, departments, and legislatilicy committees in the Senate and the
Assembly. The SPOC is also required to work whih Administration and the relevant state
committees to review the effects of proposed arattenl trade agreements. Currently,

California has no designated SPOC.

The U.S. has trade agreements in force with 20tcesrincluding Australia, Bahrain, Canada,

Chile, Colombia, Costa Rica, Dominican RepublicSRlvador, Guatemala, Honduras, Israel,
Jordan, Korea, Mexico, Morocco, Nicaragua, OmanaR&, Peru, and Singapore.
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Besides trade agreements, the U.S. has a numbadefpreference programs that allow special
access to U.S. markets for countries that are densil developing markets and/or where the
U.S. wants to develop a stronger relationship.

Foundations of International Trade

Soon after the outbreak of World War I, high lededcussions began in the U.S. and the United
Kingdom regarding the need for a new post-war fomgrsystem. These discussions also
included the need to plan for post-war reconstoucéind global economic development as a
means to ensure that the economic conditions tdtibuted to the rise of the Fascists did not
reoccur. Central in these discussions were andyH@exter White for the U.S. and John
Maynard Keynes for the United Kingdom.

By April of 1944 a joint statement was finalizeddan June a select group of delegates met and
began to form the foundation of what would be pnés@ at the United Nations Monetary and
Financial Conference in July at Bretton Woods, Ngampshire. All 45 Allied nations were
represented and committed to the purpose of degjgnfinancial system that would end
economic nationalism and open the world’s markéis.achieve this goal, the world's leaders
signed the Bretton Woods Agreements, creating the
International Monetary Fund (IMF), the World Baiakd

the General Agreement on Trade and Tariffs (GATT).

The IMF and the World Bank provided loans for
development, and the GATT regulated trade, whitthat
time, was mostly in manufactured goods. From tione
time, the countries participating in the GATT woglaime
together for “rounds of negotiations” (Round). Eac
Round is generally named after the locale wherdRitnend
began. For the next 50 years, the GATT was exmghnde

significantly.

The 1990’s saw a major shift in U.S. engagemettierglobal trading system. NAFTA was
negotiated among Mexico, Canada, and the U.S.aolddffect in 1994. NAFTA sought to
eliminate all trade restrictions between the tluaentries and create a single trade region.

In 1995, during the Uruguay Round of GATT negotia8, the World Trade Organization
(WTO) was established. The WTO was created to midier the 18 different trade agreements
that were folded into the WTO. The WTO and NAFTignsfied a major shift in the relationship
of international law to national and sub-natiomall While GATT was voluntary, NAFTA and
the WTO agreements contain measures that rendarkimeling and enforceable, providing for
enforcement, administration, and continuing nedotis by participating countries on the
agreements. Below are two other important tratesru

* Most-Favored NatiorfMFN) refers to the principle of nondiscriminatdrgatment in the
granting of trading privileges. Simply put, a memnbf the WTO or NAFTA cannot grant a
trade privilege, such as a lower tariff, to anysstmember without offering the same deal to
all members. Conversely, a member cannot discateiagainst another member by
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imposing a trade restriction against it without osjmg it on all other members. All
members, then, treat all other members as "mostéavnations.”

* National Treatmenis the principle that in both domestic and foreaganas "like" goods and
services must be treated equally. Products areidered "like" by taking into account only
their end characteristics; methods of productiamo&be considered. Thus, products
produced under deplorable labor and environmewtaditions cannot be distinguished from
those that are produced by more globally acceptactipes.

The World Trade Organization (WTO)

As discussed above, the WTO was approved by Cangre993 and went into effect on
January 1, 1994. WTO agreements contain measwakewére negotiated and approved by the
majority of the world’s trading nations, guarantegcountries important trade privileges. The
WTO enforces 18 different agreements, including:

» The General Agreement on Trade in Services (GAsT@)signed to liberalize trade in
services by limiting governmental regulations thif¢ct the services trade. GATS
works on a positive list basis, meaning that eamreghment chooses what service
sectors to commit. The U.S. has already commgeseral sectors, including
financial services, health care services, andlratal wholesale distribution services,
and, is currently looking to add more service secto this list.

* The Agreement on Agriculture (AO#ets rules on the international food trade anulices
certain domestic agriculture policies. AOA issuesude, but are not limited to, the level of
support for farmers, food safety rules, the abtiitynaintain emergency food-stocks, and
other issues designed to ensure a secure foodysuppl

» Trade Related Intellectual Property Rights (TRIBSJesigned to create enforceable global
rules on patents, copyrights, and trademarks ttepranventions or artistic products;
however, critics point out that the agreement edddar beyond this scope by including the
practice of patenting plant and animal forms ad a&keeds.

* The Government Procurement Agreement (GR&g signed in 1994. This agreement sets
limits on the criteria permitted for decisions retjag government purchase of goods.
Government procurement has traditionally been bftwdahe promotion of social goals, e.g.
investing in local businesses or placing requireiien the way goods are produced (as in
recycled content laws, local content laws, or amteatshop laws). Unlike other WTO
agreements, not all WTO countries are bound b3R8, rather, only those who have
signed the GPA are bound by it.

Currently, 39 countries (including the U.S.) haigned the agreement. Additionally,
a majority of U.S. states have signed the agregmasmell as seven cities.
Decisions to sign the agreement at the state amad level have generally been made
by the respective governor or mayor and have net ldebated by state legislatures
or city councils, though the impact of the GPA ba authority of these bodies is
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substantial. The USTR seeks approval only frortesEovernors as procurement
rules are incorporated into additional trade ages@s) In the next round of
negotiations, the U.S. will likely try to increatte number of countries signing the
agreement.

Under the WTO'’s dispute settlement mechanism, mecdoentries, often acting on the behalf

of their business sector, can challenge the lavig;ips, and programs of any other member
country as being in violation of WTO rules. Pardsrade experts have the power to adjudicate
claims of alleged violations of these rules anddhaut punishments. Generally, the losing
country has three choices or any combination thieesdfollows: (1) change its law to conform
to the WTO ruling; (2) face harsh economic san&janm (3) pay compensation to the winning
country.

As their task is to only determine whether or & policy in question is a “barrier to trade,” the
panels do not have to consider other factors, aggbublic health, economic justice, or economic
sovereignty. The design and operation of the WTdspute resolution system is established in
the Uruguay Rounds Dispute Resolution Understan@®)J). The DRU provides only one
specific operating rule: all panel activities armtdments are confidential.

The North American Free Trade Agreement (NAFTA)

NAFTA was approved by Congress in 1993 and wepteffiect on January 1, 1994. NAFTA is
based on a model and philosophy very similar to uhderlying the WTO; the agreement
eliminates most trade and investment barriers bEtv@anada, U.S., and
Mexico. Under this agreement, more than half tiieed on American
exports to Canada and Mexico were eliminated. Kdiheiers were
gradually phased out over either five, 10, or 1&ryeeriods.

NAFTA goes a step further than the WTO by empowvgedorporations to sue
governments directly, and authorizing corporatitinseek monetary damages
for loss to their property or profits caused by ggawnental actions. This
authority is known as Chapter 11.

NAFTA Chapter 1frants new rights to private foreign investorspwalhg
investors to directly sue national governmentdifancial losses due to federal, state, or
local government actions. In contrast, the 198%Hrrade Agreement between Canada and
the U.S., which required investor complaints tsbeeened for merit by government
representatives before moving forward, and undeMfi O, only governments can launch
challenges against other governments. The NAFTAegents provide private foreign
companies an alternative court system with whicthtllenge and seek compensation for
any government action that is “tantamount to expabjen” or results in an “indirect
expropriation”. The agreements leave these teangely open to interpretation by NAFTA
tribunals during dispute settlement proceedingsestment tribunal decisions are afforded
no precedential value; therefore, even a positiiag provides no assurances for the future.
There are several Chapter 11 cases of interesdltfiof@ia, two of which directly challenge
California actions:
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* Inthe Metalclad case, a U.S. company brought actgainst a Mexican local government
land use policy. A NAFTA tribunal interpreted andirect expropriation” to be any
government action that interfered with any parthef economic benefit of a property and
required Mexico to pay Metalclad $16 million.

* In the Methanex challenge to California’s Methytteutyl ether ban, a NAFTA tribunal
defined the expropriation terms much more narrovihgling that a non-discriminatory
regulation for a public purpose, which is enactdth Wue process, cannot constitute an
expropriation.

* In the pending claim against a California law reipg backfilling of open-pit gold mines,
Glamis Gold Ltd. is seeking no less than $50 millio compensation because of California’s
actions aimed at protecting Native American sasrtzs.

Several trade agreements modeled on NAFTA have megotiated by the USTR and approved
by Congress; these include the Central Americar Frade Agreement (CAFTA) and bilateral
agreements including those with Australia, Chileg&pore, and Jordan.

Under the WTO, NAFTA, and additional bilateral aegional trade agreements, if a state law is
in question, the state is not allowed to repredself, and instead must be represented by an
arbitrator chosen by the USTR. If a state lawoisd to be inconsistent with U.S. trade
obligations, it would not be automatically preengpbg the international ruling; rather, the state
would be urged by the U.S. government to volungaiflange its law or enforcement practices to
comply with the ruling. The U.S. government ishewrized to use persuasion, including
withholding federal funding or initiating a lawsuit order to ensure state compliance with trade
rules.

Recently Approved Trade Agreements

The U.S. House of Representatives (House) and {8e&énate passed comprehensive free trade
agreements with Colombia (HR 3078), Panama (HR B@r@l South Korea (HR 3080) in
October 2011. The House also passed legislatiewvjqusly approved by the Senate,
reauthorizing Trade Adjustment Assistance to prewiarkers displaced by foreign trade
expansion with training in new skills and otheristssce.

The trade agreements were approved with wide ligaarsupport. In the House, the Colombia
vote was 262-167, Panama 300-129, and South K@&d21. In the Senate, the votes were:
Colombia 66-33; Korea 83-15; and Panama 77-22.

The content of the three trade agreements weretiagggbunder the Bush Administration.
Congressional ratification was held up due to gfropposition to both specific elements of the
agreements and, in the case of Colombia, the cotitafpthe U.S. should enter into full trade
status with a country that had such a poor recboivd justice. The major disagreements
focused on concerns over jobs lost in the U.S. umeaf further globalization, and the labor and
environmental protections contained in the agreg¢spespecially Colombia's history of violence
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against union organizers and workers. A separaty laction plan was negotiated with
Colombia to ensure that it strengthens law enfoesgrand prosecution efforts in worker
violence cases. Opponents of the agreement reroagcemed, however, that the action plan is
not made an integral part of the trade agreeméné California Legislature twice sent
resolutions to Congress expressing its oppositdhé¢ Colombian agreement (ACR 29, Statues
of 2009) and concerns that the agreement did rexjuaately mitigate its potential impact on the
California cut flower industry and its workers (AGR, Chapter 93, Statutes of 2011).

In lobbying Congress, proponents of the agreenstreéssed the potential economic benefits to
the U.S. For California, South Korea was Califasfifth largest export market in 2010, with
exports totaling more than $8.1 billion, up from®billion in 2009. In 2010, Colombia was
California's 34th largest export market with expddtaling $408.7 million (a 24% increase over
the previous year). Panama was California k2gest export market in 2010, with exports
totaling $252 million.

According to the California Chambers of CommercaljfGrnia manufacturers would benefit
from the Colombian agreement as they would gaiesgto the $5.25 billion Panama Canal
expansion project as the agreement eliminates%hduiy on construction equipment and
infrastructure machinery. According to Capitaltinde, Senator Dianne Feinstein's remarks on
the Senate floor in support of the Panama agreenatad that the project would ultimately
reduce transportation costs for California exports.

The Obama Administration, which had pushed hapbss these agreements, stated that
ratification of the three trade agreements coudilten about $13 billion dollars more in U.S.
exports annually and create as many as 250,000Awmbsng other things, the agreements ensure
market access, national treatment, and regulatangparency in the signatory countries for U.S.
goods and services. They also eliminate or subatiynteduce tariffs and non-tariff trade

barriers on U.S. exports in all sectors.

The American Farm Bureau Federation estimatedUttatfarm exports could increase by more
than $690 million per year to Colombia, more tha8% million per year to Panama, and more
than $1.8 billion per year to South Korea.

Emerging Trends

In September 2011, the WTO held its annual pulbliarh, this year entitlecgeeking Answers to
Global Trade ChallengesThe forum was based around four core challengkshal food

security, trade in natural resources, accuracyuohtry of origin designations, and the need for a
next generation trading system.

The issue of the country of origin rules is verlevant to local and regional economic
development discussions. In putting the issue dodvihe WTO is recognizing the changing
nature of the international supply chains and nfaltility production. Many products are no
longer singularly made in one country. An incragsamount of product components are made
in more than one country. This is certainly trae@alifornia-made products where cross border
supply chains have been identified as a key trendbre than a decade. Further, this economic
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trend has broad public policy implications. Whka &ccuracy and appropriateness of the
county of origin designation is ambiguous, it bengto question the current data on which
important global decisions are based.

The fourth issue raised at the WTO public forum tesneed for a new rules-based, multi-
lateral trading system that could more accuratefigct the evolving global market. Among
other examples, the WTO noted the proliferatiopreferential trade agreements, power shifts in
international politics, new technological develomtse the growing role of non-state actors, and
the emergence of social and environmental congidesas part of trade.

These are similar issues that have been raisedlifofia’'s own trade policy discussions. In the
past few years, legislators have begun to incrgbsguestion the U.S. trade framework and its
impact on the rights of states and the abilityt®fesidents to pursue their collective values
including those related to environmental and ecanatvelopment considerations, such as
"buy and hire local" policies.

In the state's most recent international tradeystichot only found that California faces
significant challenges from offshoring, the globadistribution of manufacturing and services,
and growing talent pools in other countries —sbalaised concerns regarding the impact of
global trade arrangements on California businesbtse specifically, the International Trade
and Investment Study identified five key shiftdrs. and global international trade policy and
practice that would likely affect California, inclung the following:

1. Limit on use of Multilateral Agreements: Prograssnultilateral negotiations is likely to be
limited in the near future given the current deaklbetween the U.S., the European Union
(EV), and developing countries. Each of thesegrkahas the ability to block progress.
These challenges are only expected to become gasatee economies of the BRIC — Brazil,
Russia, India, and China grow and become more domhiplayers in the global markets.

2. Expansion of Regional Agreements: Given the chgls of multilateral agreements, it is
expected that more bilateral and regional tradeeagents will be pursued. This trend is also
being driven as a promotional tool by the U.S. Bhdas a means to expand their markets as
the middle class expands in developing countries.

3. Increase in the use of Dispute Resolution MechastisAs discussed above, both the WTO
and all U.S. bilateral trade agreements containdatammy dispute settlement mechanisms.
As with most policies that open access to the sptinere is a good and bad side. While
California business may have a greater ability ito access to new markets, it is also now
easier to challenge California policies.

4. Increased Applicability of Sustainability IssueBhere is a growing interest among nations
and investors in the environmental, social, ancheouc policies and practices of trade
partners. As a trend setter, California can b&éqadarly at risk for having policies
challenged, thus making advocacy even more impbrtan
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5. Impact of Open Borders: Globalization brings geeaconomic integration. These
additional open markets also yield unintended cgueseces, such as concerns over
homeland security, money laundering, drug trafiigkiand illegal immigration. These
impacts can be costly and can potentially overwhgdwernment agencies' ability to act.

It is anticipated that a number of the speaketBeahearing will discuss the changing global
market. Linsey Dale who leads the Imperial County Farm Bureau, vpéafically be
discussing the impact of the current trade ruleagnculture in the Imperial Valley.

Hearing Discussion Points

Among the key challenges relating to this sectmhd discussed at the November 10, 2011
hearing include the adequacy of the state and dtade relationship, whethtire state is
sufficiently taking advantage of trade-related ecoamic opportunities, and whether the
current federal trade agreement framework adequatef protects the rights of states and
ensures the basic economic and civil rights of itstizens.

Witnesses have been asked to provide their owrssssats, highlight successful models, and
recommend practical solutions for guiding the sadetions in the post-recession economy.
Related recommendations, as summarized in Sectiomay include:

1. Call on the California Governor's Office of Busieesd Economic Development to begin
the process for adopting an updated ITI Strategyititludes the discussion of the unique
needs of the Mega-Region including issues reldbrigfrastructure, access to capital,
workforce development, bi-national entrepreneursimg regulatory reforms that support
business start-ups, growth and manufacturing.

2. Call on Governor Jerry Brown to appoint the stailytanandated position of "State Point of
Contact" for the U.S. Trade Representative.

3. Call for the re-examination and assessment ofrtipacts of free trade agreements,
preferences and U.S. aid related programs in QaarithSouth American counties to ensure
that the desired economic, environmental and sbeiaéfits are actually being produced
within the targeted country and do not have unratéd negative impacts on communities in
California.
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Section IV — California's Trade Program

Between 1986 and 2004, the Technology, Trade amin@ace Agency (TTCA) was the
responsible government entity for promoting ecormdavelopment, international trade, and
foreign investment in California. When the agen@s eliminated, due to its poor
administrative performance, the authority for #dite trade activity was also struck from statute.

Beginning in the 2005-06 session, several legigatieasures were introduced to reinstate the
state's trade authority. No measures were sucdestfl a compromise was negotiated by the
JEDE, SB 1513 [(Romero), Chapter 663, Statute®06R During the deliberations on the re-
establishment of the state's trade authority, cosceere repeatedly raised that the state lacked a
comprehensive, or even generally understandalalteitsty

scheme related to trade and foreign relations.

SB 1513 addressed these concerns by first requhim@usiness,
Transportation and Housing Agency (BTH) to undestakrade
study to determine what role, if any, the stateusthplay in
international trade and foreign investment acegti Second, the
bill required BTH to establish a business advismmmittee to
provide California businesses with direct accegteqgoolicy
P\ = making process. Third, the bill required the depetent of a

\ trade strategy that is consistent with the traddysand acts as the
A vehicle for implementing the state's trade polidye first five-
I year strategy was published in February 2008. riEx¢ update is

|

required in February 1, 2013.

California's Trade Program

The foundation of the state's overall trade progisathe economic assessment that is provided
by the international trade study. This approatbwa the state to take not only a regional
approach, but also an industry sector approachdb@s¢he state's core and emerging industries.

By emphasizing the development of deeper econostationships within core and emerging
industry sectors and their trade associationsstita¢egy better aligns with economic
development activities at the local and regiona¢le. This tighter alignment should result in
increasing the impact of the state activities arnvestments. Dominant and emerging industries
from the 2008 study include the following:

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
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Based on these industry clusters, the Internatidreade and Investment Strategy identified the
following five program objectives:

1. Leverage existing services to provide export amscs to companies by the state's primary
and emerging clusters;

2. Develop a foreign direct investment program pripeidl by the state's primary and emerging
clusters;

3. Promote and leverage the California brand;
4. Monitor and engage the federal government in regatdlS. trade policy; and

5. Integrate international trade and investment ihtogtate's overall economic development
strategy.

Under each of these program objectives, are af sgteaific actions, including timelines, priority
levels, and measurable outcomes. One examplesaioammended action includes facilitating
export trade promotion through participation in kegustry trade shows and business match-
making activities during trade delegations visithe ITI Strategy also strongly relies on
coordinated efforts with existing federal and logablic and private stakeholders.

State Trade and Foreign Investment Infrastructure

In support of local and private sector trade ame@stiment activities, the state has several
ongoing programs, including the Governor's OffiEBosiness and Economic Development
(GO-BIZ), the Business Partnership, Team Califqri@eign Trade Zones (FTZ), the EB5
Program, innovation hub program (iHUB) and the €enfor International Trade Development.

TheGovernor's Office Business and Economic Developmemtas originally established in

April 2010 through Executive Order (S-05-10) anedaodified and renamed GO-BIZ through
AB 29 (John A. Perez), Chapter 475,, Statutes @D2@5ince its inception, it has served over
3,000 businesses, 95% of which are small. GO-BIZpllaboration with the state's network of
economic development departments and corporatsanges as the one-stop connection point for
foreign and domestic businesses seeking to relecdalifornia. Under an MOU with the
Business, Transportation and Housing Agency, GO+Z been administering the state's
international trade programs. The most frequent types of assistance inclugfevaigh permit
streamlining, starting a businesses, relocationextpansion of businesses, and regulatory
challenges.

Another networking tool used by the state is tla¢estideBusiness Partnership for
International Trade and Investment, which includes representatives from small angdar
businesses and industries, as well as trade refatgolofit organizations and government
representatives. The Partnership is required &t mideast once a quarter for the purpose of
advising the Administration on key trade and foneigvestment issues.
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FTZs are areas within the state where goods may bertegpwithout adhering to all U.S.
Customs rules or tariffs. The program is desigiogaromote foreign trade and global supply
chains while retaining domestic employment thathh@herwise go to foreign countries.
Merchandise admitted into a zone may, among other

things, be stored, exhibited, repacked, assembled,
graded, cleaned, processed, tested, labeled, and
mixed with foreign merchandise.

Council on Jobs and

There are two types of FTZs — General Purpose and Competitiveness
Subzone Purpose Zones. Subzones, sponsored by a

General Purpose Zone, are generally located within Earlier this year, the White House
an industrial park or port complex whose facilitee | C¢Onvened the nonpartisan Council
also used by the general public. These zones are| ©"Jobs "’:jndfcbompet't“’?”ess g
established by the federal government with E)brgﬂffd e(r)s lljtséré?/?: édlrt]r? 2 cean
companion state statute authorization. Califohaa President on .the following ways

17 out of the 234 general purpose FTZs in the U.S|,  government can best foster growth,
including zones located in Eureka, Imperial, Long competitiveness, innovation and job
Beach, Los Angeles, March JPA, Merced, Oakland, creation:

Palmdale, Palm Springs, Sacramento, San Diego, [San

Francisco, Port Hueneme, San Jose, Santa Maria,| 1. Accelerate private investment
Southern California Logistics Airport, and Stockton in job-rich projects in
Appendix | provides a complete listing of the FTZs infrastructure and energy
located in California. development.

. . 2. Igniteentrepreneurship by
Another key geographically targeted program is the creating a one-stop shop for

EB5 investment programadministered under the accessing capital and

federal Immigration Act of 1990, which authorizes accelerating payments for

the issuance of 10,000 new green cards a year based  government contracts.

on new foreign investment made in the U.S. Persans

applying to this program must demonstrate that they 3. A national investment initiative
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have invested a minimum of $1 million and thatdate which includes increasing
they have created at least 10 direct jobs, or have foreign investment and
invested $500,000 in certain targeted high streamlining thé=B5

unemployment areas and that later they have created ~ nvestment visa program

10 direct or indirect jobs. 4. Simplify the regulatory

review processand streamline

Based on 2010 state figures and a high development project approvals.

unemployment rate defined as 14.4% or greater, 5

o)

cities, 13 counties, 21 rural areas, and 11 5. Develop talent for filling
metropolitan statistical areas in California haeef current jobs and fueling growth
identified as eligible target areas. Some statad) by focusingon education and
as South Dakota, have specific programs that target training in high and mid-
foreign investment by people who want to apply fo skill jobs.

visas under the investment provisions.

The GO-BIZ also administers tlitdUB program in
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partnership with the statewide network of SmalliBass Development Centers. Designations
are for a five-year period. There are currentlydgional iHUBs including iHUBs located in the
following regions: Sacramento, San Jose, the GalackWalley, and San Diego and Imperial
Counties. The iHUB program is designed to impriheestate's national and global
competitiveness by stimulating partnerships, ecaoat®velopment, and job creation around
specific research clusters. Key assets and parmféhng initiative include technology incubators,
research parks, universities, federal laboratoegesnomic development organizations, business
groups, and venture capitalists.

The California Community College System administhesstate'€enters for International

Trade Development These 8 Centers for International Trade Deveknlocated in a

majority of the urban areas of the state, offehiécal assistance and consultation to firms doing
business, or seeking to do business, globally. nbmthern most areas of the state are serviced
through offices in Community Colleges located ici@aento and San Bruno, and the most
southern center is located in Chula Vista.

Services provided through the Centers for Inteomati Trade Development include, but are not
limited to: free or low cost import and export edtion programs; one-on-one counseling;
access to international trade shows; opportunitigsin trade missions; a "Help Desk" for
advising on international business transactionlehges; and access to a trade information
databasewww.citd.org/trade_info/index.cfjron its Web site. The Centers for International
Trade Development serve over 2,500 businessesrdarepeeneurs in California each year. The
CITDs were the state's official applicant for fealdunding under the STEP, which is based on
the goals, objectives and activities detailed sngtate ITI strategy. The Imperial Valley is
served by the CITD located in San Diego.

Business Development and Cooperative Agreements twikexico

Because it is the state's top trading partnerf@ala also has several programs and boards
designed to strengthen its relationship with MexidteOffice of California-Mexico Affairs

was established 1996 for the purpose of furtheaimdy developing favorable economic,
educational, and cultural relations with bordervigxican states and United States border states.
Placed within the Office are the operations of@adifornia Office of the Southwest Border
Regional Conferencethe members of which include the four Americandeo states:

California, Arizona, New Mexico, and Texas. The @mor is a participant on ti&onference

of Border Governors which includes the Governors' of the adjoiningdaorstates in on both
sides of the border.

Another state board is tl@@alifornia-Mexico Border Relations Council, consisting of the
California state agency Secretaries of the Reseukgency, Environmental Protection, Health
and Human Services, Business Transportation andifguFood and Agriculture and the
Director of Emergency Services. This Council baen very active in the past year,
implementing the requirements of AB 1079 (V. ManBétez), Chapter 382, Statutes of 2009,
which directs the Council to develop a strateganpb guide the implementation of the New
River Improvement Project (NRIP).
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The NRIPis a comprehensive program to clean up America’stipolluted river. To implement

the project the Council works with appropriate bitanal, federal, state, local, andngovernmental
organizations on both sides of the California-MexMiorder to establish cooperative water quality
monitoring, public health studies, inspection, t@chl assistance programs and funding as needed to
support and implement the project and meet theeptrabjectives. The Budget Act of 2009 (AB 1
(Evans), Chapter 1, Statutes of 2009-10 Fourthaextinary Session) appropriated $800,000 for
the City of Calexico in support of the improvempntject for the New River and met federal
matching fund requirements for an additional $4ianil

A Cautionary Tale of Foreign Trade Offices

California’s formal international trade programsrouenced in 1977 with the creation of the
Office of International Trade, within the newly foed Department of Economic and Business
Development (DEBD). The DEBD was the predecestQatifornia’s Department of
Commerce (DOC), which would later become the Tiauat Commerce Agency (TCA), which
was subsequently renamed the Technology, Trad€andnerce Agency (TTCA) prior to its
dissolution in 2003.

In 1982, Governor Jerry Brown signed AB 3757 (Brywreating the California World Trade
Commission (CWTC). The CWTC would, over time, beearesponsible for the California
Export Finance Office, which provided export guaeas to banks as security for small
businesses and the Office of Export Developmenighvbrganized trade shows and assisted in
matching California firms with foreign trade pantse

In 1984, AB 3313 (Moore) required a study of thasibility of opening foreign trade offices.
Mentor International received the contract for fi@sibility study, which included an outline of
site selection procedures for potential foreigderaffices. In 1986, the CWTC established a
Trade Representative’s Office in Washington, D.C.

While 1986 should have been considered the dawafiaghew economic development era for
California, it was only one year later that consdpegan being raised by government policy
watchdog groups, such as the Little Hoover Commins@iHC). In its 1987 report, the LHC
called into question the administration, configimat accountability, and purpose of the state's
international trade programs. These criticismsevemhoed in academic studies, state audit
reports, and the Legislative Analyst's Office (LABYdget Analyses, until the ultimate
dissolution of California's international trade andestment offices in 2003, along with the
TTCA. A selection of these concerns is summartzdw:

» A State Auditor report in 199G ,rade and Commerce Agency: More Can Be Done to
Measure the Return on the State's Investment a@éosee Its Activitieund that TCA
did not sufficiently assess the success of itsqanmg. Because there was no mechanism to
determine the return on investment provided byrnatonal trade programs, TCA's
programs, including international trade and investtroffices, were open to widespread
criticism.
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* In November 1999, the California Research BuredRBJprepared a reporGalifornia
Trade Policy at the request of Lon Hatamiya, Agency SecrefBGA. The report stated the
typical promotional approach to international tracelertaken by state governments “does
not work well in today’s changing, high speed, anthplex global marketplace.”

The CRB report summarized the main areas of corftarimg arisen regarding California's
international trade offices. The issues includrd,were not limited to:

a) Lack of an overall state foreign trade
policy; e) Appropriate level of trade office
staff, salaries, and benefits;
b) Lack of a formal method to

determine where to locate trade f) Value and purpose of state-
offices; sponsored foreign trade missions;
and

c) Competency of state foreign trade
office staff; g) Appropriateness of private funding
for state trade missions.
d) Accuracy of cost-benefit estimates of
office activities;

* A second State Auditor report, in 2001, of the TTfoAnd that the agency's "International
Trade and Investment Division has done an unevefaoordinating with other entities
working in the international arena. Without effeetcoordination, the agency cannot ensure
that it has fully leveraged the State's resourodsa@ldressed possible gaps and redundancies
in the delivery of services." The report alsoeddathat six of the trade offices did not include
targets to allow a successful evaluation of theifgrmance or value.

* The LAO'sAnalysis of the Budget B{{R003-2004) recommended the Legislature abolish al
12 international trade and investment offices aroaant of their questionable effectiveness.

* A 2004 Public Policy Institute of California (PPI@3aper noted that a thorough review of
California's international trade and investmenigpaons and services currently offered may
help clarify California's policy options, especyailh light of the differences between today's
globalized economy and the focus in the 1980s@kasing California's exports to close a
trade imbalance.

The PPIC paper concluded that a discussion onrdaion of a new foreign office network
may be premature if it takes place prior to théestadressing the question of whether state
government should offer international businessisesv

The state's current trade program does allow ®egiablishment of new Foreign Offices but
only under certain specific circumstances, inclgdime following:

« A specific Foreign Office Strategy must be devetbfieat outlines how the offices will
operate including how they will be financed, marthged monitored;
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* The Legislature is required to provide statutorthatity;

* Anindividual business plan must be submitted ®oltbgislature for each proposed Foreign
Office; and

* A qualified manager of the Foreign Offices mustived and in place before any offices can
open.

There are also heightened oversight requirementhiéoForeign Offices including and an
annual report, a three-year performance review by Bnd an independent review of the
performance of the offices every five-years. Theralso a requirement that BTH make an
annual determination that sufficient funds havenbeggpropriated in the Budget Act to meet the
required oversight and management responsibiliéiieded to the proper operation of the offices.

While California does not currently operate anydigm Offices, it does participate in bi-national
and foreign relations activities, as discussedmigee in the report. Testimony during the
November 10, 2011 hearing will include exampleb®@# other states are financing and
implementing state foreign offices and otherwisavjating a presence in foreign countries.

Highlights of California's Export Promotion Activit ies

In carrying out its trade related duties, GO-Bldl abate government have a key private
nonprofit partner imMeamCalifornia. In addition to maintaining a website
http://www.teamca.org/index.phwith key links to state and regional resources,
TeamcCalifornia's members provide direct assistém&eisinesses that are looking to relocate,
expand and/or need other information about Caligorn

A special focus of TeamCalifornia is organizing i@athia's presence at the premiere trade
shows in North America and overseas. In 2012, Teaifornia will be facilitating California
booths at trade shows that focus on cleantechediipfood products and corporate expansions.
Through TeamCalifornia, small and large economigetigpment organizations across California
have an opportunity to combine resources and aéegssidustry and real estate trade shows,
advertise in top tier industry- and region-speqifublications, and work within a single
cooperative "Made in California” brand.

California Promotion Agreements

Over the years, California has also entered intareay of agreements with foreign
governments. Some of the agreements support #adg research and development, while
other represent traditional cooperative trade ptwnactivities. Below is a sampling of
international agreements identified by Committexdf st

* Sweden-California: Agreement on Use of RenewabétsFiSigned in June 2006, in
connection with the California Energy Commissidns tagreement is designed to advance
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the use of renewable fuels, including using bio4gasin motor vehicles. The agreement
envisions an extensive exchange of technologiesdwad to promote alternative fuels.

California-Brazil: International Trade Promotionin October 2004, during a delegation
arranged by the California State University at Haxdy the Bay Area Northern California
World Trade Center and the Brazil-based Chambértefnational Business signed an
agreement to increase international commerce betBegzil and California.

California-Mongolia: International Trade Promotionin May 2006, Lt. Governor Cruz
Bustamante signed an agreement to establish ecguibliate partnership to promote trade
between California and Mongolia. The partnershigriown as the California-Mongolia
Business Forum-Ulaanbaatar.

California-Tijuana: International Trade Promotionin March 2005, Lt. Governor Cruz
Bustamante signed an agreement to establish ecguiblate partnership to promote trade
between California and Tijuana. Tijuana's Busirfessim is designed to fill the gap left by
the closure of the California trade office.

California-Taiwan: International Trade Promotiori_t. Governor Cruz Bustamante signed
an agreement to establish a public-private partmgte promote trade between California
and Taiwan. The agreement establishes the Cahfdrmiwan Business Forum, an industry-
funded, public-private partnership in Taipei.

California-Hong Kong/Taipei/Beijing: Internationdlrade Promotion:In October
2004, Lt. Governor Cruz Bustamante finalized agresisiwith three business
associations based in Taipei, Hong Kong, and Bgtiinestablish a new public-
private partnership model to promote trade withfGalia.

California-United Nations: Climate Changeigned in April 2008 during an official
visit to China by the Secretary of the CaliforniaviEonmental Protection Agency,
this is an agreement with the United Nations Envimental Program to have
California share information such as academic rebeaffective policy initiatives,
lessons learned, and technological innovation thighprovincial governments of
China.

In addition to the state, some local and regionéties have become engaged in international
trade and foreign investment activities. Both Rege County and Imperial County have
aggressive programs. The Economic Developmentapat of Riverside County has an
Office of Foreign Affairs, which has recently spear-headed the expansitredfTZ that
includes the Coachella Valley, lured new foreigsibasses to the area, and facilitated the
selection of the local golf course for the Canadigren in January 2012Zlom Freeman,
Commissioner, Riverside County Office of Foreigrialis will be testifying at the hearing about
his office's current trade activities.

TheCoachella Valley Economic Partnershig CVEP) is also an active local partner through
the implementation of the Coachella Valley BluenBrwhich calls for, among other things, a
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targeted workforce development from K-12 forward ancomprehensive internal and external
marketing plan for the Coachella Valley based omidant and emerging industrieé.

summary of the ley elements of the Blue Print @afobnd in Appendix FAt the November 10,
2010 hearing, the President of CVH®mM Flavin, will be talking about the Blue Print,
collaborative efforts between the Coachella andeinap Valleys, and other economic recovery
efforts.

In the Imperial Valley, the local economic develagrcorporation regularly leads a trade
delegation to and hosts delegations from Chinacdiner foreign countries. The Imperial Valley
Economic Development Corporation is also a keynegirin a number bi-national initiatives
including the California and Baja Mega-Region mtitre. Tim Kelley, the Executive Director

of the Imperial Valley Economic Development Corpima will be testifying on these activities,
as well as on his role at the Vice President ofnf@alifornia. The following section includes
additional discussion on important regional initiatandAppendix E has a fact sheet on the
Imperial County economy.

National Export Goal can also Drive Business Exjgans

In January 2010, President Obama announced a abgoal of doubling U.S. exports within
five years, setting a 2015 target for U.S. expoft$3.14 trillion. In accomplishing this goal,
the federal government is expected to propose megrgms, target existing trade related
activities, and increase funding and technicalséasce within current programs.

The National Export Initiative (NEI), the mechanisywhich the federal Administration is
managing activities and funds related to increabirf§) exports, has identified eight priority
areas, including the following:

0 Increasing exports among small- and medium-sizéerernses;

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

0 Increasing the number of U.S. trade missions abaoadhose coming to the U.S.

o0 Making more credit available through existing ctgutbgrams, developing of new financial
products, and streamlining applications and prassand

o Removing of trade barriers through the successimtiusion of Word Trade Organization
(WTO) Doha Rounds, the Trans-Pacific PartnershipeAment, and robust monitoring and
enforcement of WTO trade rules.

Since the announcement of the new national goaéity 2010, exports from California were up
$20 billion over 2009. For California, the secdarjest exporter 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.
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In October 2011, the federal Small Business Adrnai®n released the first $30 million in state
moneys to help small businesses participate imtheving the national goal. California was
awarded approximately $2.5 million to implementoatipn of the state ITI Strategy. At the
hearing,Victor Castillo with the Center for International Trade and Deveiept in San Diego
will be presenting on how the new export moneys$ belused for trade promotion activities in
Imperial County.

Supporting Trade within the Broader State PlanningProcess

As thediagram below llustrates, there are six key drivers of the foafiia economy. Each of
these drivers has both is own unique charactegiaticl also qualities that are shared in common.
In addition, the diagram illustrates how each ef dnivers is inextricably linked with in the

overall economy. Weaknesses within any one ofitheers affects the other.

As an example, California's aging infrastructuneiis the state's ability to attract new capital —
especially in rural and historically underserveelaa;, such as those in the Coachella and Imperial
Valleys. The condition of infrastructure in turn
limits new job opportunities, resulting in less
consumer spending and ultimately less tax
revenues.

The State Planning Process

California's community and economic
development policy is driven by a number of
statutory mandates, the first of which is the
Environmental Goals and Policy Report (EGPR.)
The EGPR is the state's 20-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/ironmental, economic and social setting;
the driving forces behind growth and developmend e outside influences that affect many of
the state's actions, policies, and programs. Basetis analysis of existing conditions and
influences, the EGPR proposes cross-cutting aregiiated goals and policies for the state which
will allow it to achieve the overarching missionsafstainable development. Statutorily, the
EGPR is also one of the state's main tools for@mgnting the state planning priorities:

» To promote infill development and equity by rehailng, maintaining, and improving
existing infrastructure, particularly in undersehareas, and to preserve cultural and historic
resources.

» To protect, preserve, and enhance environmentaagncdultural resources, including working
landscapes, natural lands, recreation lands, dred open spaces.
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» To encourage efficient development patterns by mmgthat new infrastructure supports
development that uses land efficiently, is buifeadnt to existing developed areas, is in an
area planned for growth, is served by adequatspatation and other essential utilities and
services, and minimizes ongoing costs to taxpayers.

In proposing an implementation strategy for théespdanning principles, the 2003 update to the
EGPR proposed fundamental changes in the way tiditat government conducts itself. The
2003 EGPR Update made a distinction between thhmagsshould continue to grow or develop—
such as jobs, productivity, wages, capital, savipgdfits, information, healthcare, education,
knowledge, environmental quality and social equigré-things that should not—such as
pollution, waste, poverty, and dependence on naewable resources. Unfortunately, the
policy recommendations in the 2003 EGPR Update wetspecifically pursued. Further, the
state failed to meet the deadline for providinguipdate in November of 2007.

Another important state planning document is_theffear Infrastructure Plan (Infrastructure
Plan), which is required to be updated each yedusabmitted to the Legislature at the same
time the Governor submits his/her proposed budgbke Infrastructure Plan documents the
state's overall need for new, as well as the rditetimn and expansion of existing, infrastructure.
The Infrastructure Plan must be sufficiently det@ito provide a clear understanding of the type
and amount of infrastructure proposed to be furadetlithe state programmatic objectives that
will be achieved by this funding.

Among other requirements, the Infrastructure Plaistralso be consistent with the state
planning priorities and put forth a specific fungliproposal to meet the state's current and future
infrastructure needs. Submittal of the annual tgttathe Infrastructure Plan has been spotty
with only two issued, one in 2004 and 2008.

Submittal of the annual budget to the Legislatsralso supposed to be accompanied by the
Governor's annual Economic Report, which revievesstiate's current economic development
conditions, forecasts trends, and identifies peti@and actions that promote growth in
employment, productivity, income, and purchasingg@oof Californians. In conjunction with
the Economic Report, the Governor is required tiireiissues and make recommendations to
increase employment and investment in the statefoNnal Economic Report has been
submitted to the Legislature since 2000, althougtaastical abstract was prepared in 2006.

While Governor Brown's proposed state budget ireduain assessment of the current economy
and recommendations for the realignment of sontheoétate’'s economic development
activities, it did not include a comprehensive tiEpolicies or recommended actions that would
lead to an increase in jobs and investment in @alid. Following the enactment of the budget,
the Governor did propose a number of economic dgweént initiatives and in his signing and
veto messages he expressed his intent to provite@ comprehensive economic development
package in January to coincide with the releadesoproposed 2012-13 budget.

Given the importance of TFI to the California ecomng existing law also requires the
development of a state International Trade andstment Strategy (ITI Strategy). Required as a
pre-condition for carrying out and state fundedi¢ractivities, the ITI Strategy is prepared every
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five years based on current global, national, stateregional economic research. The ITI
Strategy is also required to have a public vetiit the Legislature to ensure the inclusion of
jointly agreed upon goals and measurable objectivBse current ITI Strategy was finalized in
August 2008 and the next strategy is due in AugQ48.

Existing law also require the development of a Gogldvement Action Plan (GMAP). The
purpose of the GMAP is to improve and expand Calitds goods movement industry and
infrastructure in a manner which will generate jahsrease mobility, reduce traffic congestion,
improve air quality, protect public health, enhapoet safety, and improve people's quality of
life. The GMAP work done to date takes a very radook at the goods movement industry
currently serving California business, and makesmenendations for projects on California's
highway, rail, and air transport goods movemenivogts. It does not, however, link to the
other planning documents. It also does not magemenendations at a sufficiently refined level
to address the needs of businesses with fewer9b@amployees (representing 97% of all
businesses in the state) nor specific industryosect

In addition to the assessment documents discussre athe state had, until August 2011, a
requirement to have a two-year state Economic [gveént Strategic Plan, which sets state
economic goals and recommendations necessary towaghe business climate and economy
of the state. The Plan was to also evaluate thquaty of state and local infrastructure, the
effectiveness of the state's economic developmagrams and identify strategies to foster job
growth and economic development covering all sagencies, offices, boards, and commissions
that have economic development responsibilitiedse fimely and regular update of the state
Economic Development Strategic Plan was also deditm allow the Administration and
Legislature to monitor the effectiveness of statggpams and services on an ongoing basis.
The state Economic Development Strategic Plan astgprepared in 2002 and its statutory
mandate was eliminated as part of the 2011-12 hustg®ns.

Taken together, these six assessment and straggyements are designed to form the
foundation for the blueprint of the state's shartiddle-, and long-term economic success. The
EGPR sets the overall long-term framework in whiahividual departments and agencies can
develop more detailed plans, including the stategportation and state housing plans. The
Infrastructure Plan allows the state to keep t#adks infrastructure needs and set a rational
infrastructure development agenda that supportotigeterm economic and population growth
assessments outlined in the EGPR and the stateiptppriorities. The development of the state
Economic Development Strategic Plan is built onitlfiermation and policies provided in the
EGPR, the Infrastructure Plan, the ITI Strategy Bndnomic Report.

Lack of a Game Plan

While some of this information is contained in aigty of state reports, it is unfortunate that
California does not have a current and completefsitese economic assessments to help guide
state actions in support of regional and local eann development strategies. As discussed
earlier in the paper, all of the border regionsehastopted and continue to implement economic
development strategies, as well as participateyjnikternational trade and foreign initiatives
including foreign trade zones, enterprise zoneamT €alifornia and iHUBs. It is unlikely that

48



the state is best leveraging its resources andibatihg to the state's overall economic good
when it lacks a basic measuring stick for its atio

Hearing Discussion Points

Among the key challenges to be discussed at theniger@elating to this section are structural
inadequacies of the state's international tradgram, as well as its current planning and
financing activities.

Witnesses have been asked to provide their owrssssats, highlight successful models and
recommend practical solutions for guiding the sadetions in the post-recession economy.
Related recommendations, as summarized in Sectiomay include:

1.

Call on California Governor's Office of Businessldtconomic Development to allow, if
requested, the iIHUBs in the San Diego and Impé&wainty form an official partnership with
the iIHUB in Coachella Valley, similar to the retaiship between the Sacramento and
Northern California iHUBS.

Call on the California Governor's Office of Busisesd Economic Development to begin
the process for adopting an updated ITI Strategyiticludes the discussion of the unique
needs of the Mega-Region including issues reldabrigfrastructure, access to capital,
workforce development, bi-national entrepreneursinig regulatory reforms that support
business start-ups, growth and manufacturing.

Request a modification to the make-up of Team @Gatli& to include an associate position
for the Assembly and Senate policy committee chairs

Facilitate the development of a MOU between the. Sr8all Business Administration, the
State of California, financial intermediaries ant/ate lenders, including micro-lenders that
focus on export finance and meeting the new naltigoal of doubling exports within the
next five years.

Direct JEDE staff to undertake a survey of how p#tates and regional economic
development entities establish their official presein foreign markets. Include within the
final report recommendations on the potential ofla foreign trade office and/or special
state relationship.

Call on the Governor to meet statutory mandategptiate and guide state funding based on
comprehensive economic growth and infrastructuxeld@ment plans.

. Pass AB 1137 (V. Manuel Pérez), which would reqairgoing local and regional

consultation on trade and foreign investment aitivj codifies the EB5 program and
updates the foreign trade zone program.

Facilitate economic development and community engrovent discussions among rural
stakeholders in anticipation of the 2012 Farm BIEDE, working in partnership with the
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California Legislative Rural Caucus, can encounagal stakeholders to identify how they
can be supported in developing clean energy gearrahd more economically diversified
economies.

. Pass legislation, AB 1409 (JEDE), which would reguhe state Goods Movement Plan to

be reflected in the international trade and foreiyestment strategy, as well as being
integrated in the state's short and long-term stiftecture and economic development plans.
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Section V — Recommendations for Further Actions

It is not envisioned that a single report, initratior hearing will resolve long standing
community and economic development challengess dbcument and the November 10, 2011
hearing will, instead, serve as a "real world" epéeof how policies and actions taken in
Sacramento and Washington D.C. may impact ruraheonities, historically underserved
communities and communities, within and surroundiregCalifornia and Baja Mega-Region.

The hearing will additionally offer an opportunity identify potential actions that can strengthen
existing networks and contribute to the resolubbkey economic challenges within the

Imperial and Coachella Valleys, as well as theeségta whole. The following recommendations
are provided for the consideration of the Membersjesses and the public:

Recommendations Designed to Support the EconomielBement Efforts of the Border
Region and Related Economic Corridors

1. Introduce legislation to authorize the creatioradifi-national economic development
authority for the bi-national mega-region and retbdreas. Membership may include
representation by Imperial County, the CoachellddyaSan Diego County and Baja
California.

2. Develop an economic development focused MOU betileeelected representatives in the
Coachella Valley, Imperial Valley, San Diego Citydéor County, and the State of Baja.
Initially, the agreement would focus on collaboratmarketing approaches and could later
support larger regional solutions related to irthuagure.

3. Engage the San Diego and Imperial Valley Econongedlopment Corporations on how
other communities in the economic corridors couhmngfully participate in the CaliBaja
Bi-National Mega Region initiative.

4. Call on California Governor's Office of Businessldfconomic Development to allow, if
requested, the iIHUBs in the San Diego and Impé&uainty to form an official partnership
with the iHUB in Coachella Valley, similar to thelationship between the Sacramento and
Northern California iIHUBs.

5. Engage tribal governments in identifying issues jnakitizing possible collaborative
actions that would enhance the economic competi¢ise of the mega-region and
surrounding communities.

6. Engage the California Governor's Office of Businasd Economic Development, the
Conference of Border Governors and the Border llagie Conference on how to work
more effectively in achieving key competitivenesgeatives. As a first step find out more
about the following initiatives:
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* Development of Secure Manufacturing Zones.

» Development of a coordinated network of “inlandtpbalong the main logistics
corridors.

7. Call on President Barack Obama to designate a penson to facilitate the permitting
process among federal agencies for ports of enyoher issues related to goods
movement.

8. Engage education, business and civic leaders togssopportunities for complementary
educational curricula and internships related temrging sectors in the bi-national economic
corridors.

9. Call on the California Department of Transportatiorbegin facilitation of the update to the
California-Baja Border Master Plan. Encourage actd/ely support outreach to the
economic development community within the megaeaegind along established economic
corridors.

10. Advocate with President Obama and the U.S. Condoesslditional capitalization of the
North American Development Bank, as well as prawjdinore flexibility under the
definition of eligible geographic area by incorpiorg areas within clearly defined economic
corridors.

11. Authorize a new and dedicated funding source foalleconomic development entities
within the U.S. side of the mega-region and itshetwic corridors.

Recommendations Designed to Enhance the StatelalOede Program

12.Call on the California Governor's Office of Busieesd Economic Development to begin
the process for adopting an updated ITI Strategyiticludes the discussion of the unique
needs of the Mega-Region including issues reldabrigfrastructure, access to capital,
workforce development, bi-national entrepreneursinig regulatory reforms that support
business start-ups, growth and manufacturing.

13.Request a modification to the make-up of Team Gadli& to include an associate position
for the Assembly and Senate policy committee chairs

14.Call on Governor Jerry Brown to appoint the stailytanandated position of "State Point of
Contact" for the U.S. Trade Representative.

15. Facilitate the development of a MOU between the. 818all Business Administration, the
State of California, financial intermediaries antvate lenders, including micro-lenders, that
focuses on export finance and meeting the newmatgoal of doubling exports within the
next five years.
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16.Direct JEDE staff to undertake a survey of how p#tates and regional economic
development entities establish their official presein foreign markets. Include within the
final report recommendations on the potential ofla foreign trade office and/or special
state relationship.

17.Call on the Governor to meet statutory mandategptate and guide state funding based on
comprehensive economic growth and infrastructuxeld@ment plans.

18. Facilitate economic development and community engrovent discussions among rural
stakeholders in anticipation of the 2012 Farm BIEDE, working in partnership with the
California Legislative Rural Caucus, can encounagal stakeholders to identify how they
can be supported in developing clean energy gearrand more economically diversified
economies.

19.Become a partner to and collaborator with the Galifh Financial Opportunities Roundtable
(CalFOR). CalFOR is a joint initiative of the UBepartment of Agriculture — Rural
Development and the Federal Reserve Bank of Sarcisc for the purpose of mobilizing
capital markets and capturing local private investtrpotential in rural areas.

20.Pass AB 1137 (V. Manuel Pérez), which would recquargoing local and regional
consultation on trade and foreign investment aotivj codifies the EB5 program and
updates the foreign trade zone program.

21. Call for the re-examination and assessment ofrtipacts of free trade agreements,
preferences and U.S. aid related programs in eamthSouth American counties to ensure
that the desired economic, environmental and sbeiaéfits are actually being produced
within the targeted country and do not have unratéd negative impacts on communities in
California.

22.Pass legislation, AB 1409 (JEDE), which would regsithe state Goods Movement Action
Plan to be reflected in the international trade famelign investment strategy, as well as be
integrated in the state's short and long-term stftecture and economic development plans.

At the close of the hearing, Members may wish tmmm@nt on, make changes to, and prioritize

the recommendations on this list. Follow-up adioould be addressed in legislation as early as
January 2012, with oversight hearings in Febru@r22
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Appendix A

Economic Recovery in the Border Region:
Leveraging Trade to Chart a New Path Forward

Thursday, November 10, 2011, from 9:00 a.m. to Noon
Calexico City Hall, Council Chamber

PRELIMINARY AGENDA

The Border Region faces many challenges in mowagtd economic recovery and obtaining
greater prosperity in the coming decade. Amongragtrategies, the region is looking to
leverage international trade and foreign investnemidvance its economic growth. The
presentations during this hearing will include aemiew of the current regional economy and
identification of key actions for moving forward.

I. Welcome, Introductions and Opening Statements

Chairman Pérez and Membersof the Assembly Committeen Jobs, Economic
Development, and the Economy will give openingestegnts and frame the key issues to be
examined during the hearing. Theis J. Castro, Mayor of Calexico and theFrancisco
Pérez Tejada PadillaMayor of Mexicali will also provide opening remarks.

Il. Achieving Regional Economic Recovery and Expagion through Trade and Foreign
Investment

* Tim Kelley, Imperial Valley Economic Development Corporation
* Tom Flavin, Coachella Valley Economic Partnership

* Tom Freeman Riverside County Office of Foreign Affairs

* Linsey Dale Imperial County Farm Bureau

The Imperial and Coachella Valleys have regulaxiyezienced unemployment rates double
that of the statewide average. The effects of¢lsession have been especially harsh for this
region. In responding to these challenges, seeemiomic strategies have been
implemented to encouraging local business developraéiracting private investment,
providing for region's workforce needs, leveradiing region’s cleantech advantages and
expanding trade and investment opportunities. muthis panel, Members will hear specific
examples of how state I-Hubs, a federal renewalegy pilot project, and other innovative
initiatives are being used or could be used to sughe economic recovery and success of
the region.

lll. Leveraging Economic and Infrastructure Advantages in the Mega-Region

* Luis E. Ramirez ThomasRamirez Consulting
* Adam WassermanGlobal Logistics Development Partners
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» José Eugenio Lagarde Amaydndustrial Development Commission of Mexicali
* Victor Castillo, Center for International Trade and Development

California border communities compete with othexaldies both within the U.S. and in
Mexico for attracting and growing businesses. &rtgions in this panel will focus on
strategies used by competing communities and hgwawements in infrastructure and
economic development activities may help to repmsiand strengthen the mega-region's
global competitiveness.

. Public Comment

Anyone interested in addressing the Committee nayg to speak during the public
comment period. A sign-up sheet is located abtwek of the hearing room.

Summation of Key Concepts and Closing Remarks

Assembly Memberswill highlight key issues and provide recommenalagi on further
actions by the Assembly Committee on Jobs, Econ@uielopment, and the Economy.
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Appendix B
Fast Facts on the California Economyreflecting September 2011 data)

California’s economy is one of the ten largestia world with a 2010 gross state product (GDP)
of $1.9 trillion. In September the California unemployment rateeised to 11.9% (seasonally
adjusted) representing an estimated 2.5 milliormpieyed workers in California. U.S.
unemployment remained the same 9.1% down 0.0 pigepoints from August.

California's Global Economy

* In 2010, California's total GDP was $1.9 trilliamthe U.S.’s $14.5 trilliof{.

« In 2010, California's GDP ranked'én the world. The 2010 worldwide GDP rank asdols:
United States ($14.5 trillion), China ($5.87 tohi), Japan ($5.49 trillion), Germany ($3.30
trillion), France ($2.56 trillion), United Kingdoi$2.25 trillion), Brazil ($2.09 trillion), Italy
($2.05 trillion), India ($1.73 trillion), Canadal$4 trillion) the Russian Federation ($1.48
trillion), and Spain ($1.41 trillion).

» U.S. foreclosures show a total of 3,825,637 formales were filed nationally and a total of
546,669 on California properties, a decrease oflyéd% from 2009 were reported in the
RealtyTrac 2010 Year End Report. As of Septembéd 2California has 271,874 foreclosure
properties’

Job Market

* In September 2011 there were 14,098,500 jobs ifid@a@k’s nonfarm industries, as compared
t014,057,200 in August 2011. California nonfarmynodls increased 11,800 following a
revised 21,100 gain in August and a 4.600 jobilossily." UCLA’s Andersen forecast calls
for economic growth to gradually rebound in mid-20tith the economy advancing at modes
2.5 -3% rate"

» Sectors with increased employment in September pr@fessional and business services
(13,300); construction (6,900); leisure and hosipytéd,700); trade, transportation and
utilities (4,600); and other services (609).

» Sectors that lost jobs in August were governmej0(); manufacturing (4,700); educational
and health services (3,500); information (2,20Marcial activities (800); and mining and
logging (100)~

* In September 2011, California nonfarm businesseas we 11,800 jobs (0.1%) jobs from the
prior month, as compared to an increased 250,6804)lsince September 20710.

* From September 2010 to September 2011, nonfarnrgsasin nine sectors of the 11 major
industry sectors: information (5.0%); construct{dr2%); professional and business services
(3.8%); leisure and hospitality (2.7%); educatiosmad health services (2.5%); mining and
logging (1.8%); manufacturing (1.3%); trade, traorsation and utilities (1.2%); and
government (0.1%].

Unemployment (September 2011)hese numbers are not seasonally adjusted as cednpathe seasonally

adjusted unemployment number above. The monthdynpioyment numbers by their nature are not sedgonal
adjusted)

» Statewide: 11.9% (Down from 12.1% in 2010)
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Alameda County: 10.2% (Down from 11.3% in 2010)
Colusa County: 15.0% (Down from 15.4% in 2010)
Contra Costa: 10.1% (Down from 11.0% in 2010)
Fresno County:14.9% (Down from 15.0% in 2010)
Imperial County: 29.6% (Down from 31.8% in 2010)

Los Angeles County: 12.2% (Down from 12.7 in 2010)
Riverside County: 14.0 % (Down from 15.0% in 2010)
Sacramento County: 11.9 % (Down from 12.8% in 2010)
Santa Clara County: 9.6% (Down from 10.99201.0"

California Trade and Foreign Investment Activity

California’'s export shipments of merchandise tot&#®43 billion in 2010, up from a total of
$120 billion in 2009™ If the value of services were added to the expbproducts, it is

likely that California would rank first in total perts among the 50 statés.

Exports supported roughly 616,500 California jab2010%"

In 2010, the state's leading export category waspeers and electronic products, accounting
for $43.1 billion of California's total merchandisegports. Other top merchandise exports
include machinery manufacturers ($14.5 billiomngportation equipment ($13 billion),
chemical manufacturers ($11.6 billion), and misoeous manufacturers ($11.5 billioff).
Exports from California accounted for 11.2% of tdfaS. exports in 201"

Small and medium-sized firms generated more tharfifths (44%) of California's total
exports of merchandise in 2008, well above the 8kport share nationallff""

California's top four export markets in 2010 werexit¢o ($21.0 billion), Canada ($16.2
billion), China ($12.5 billion), and Japan ($12iRidn) respectively™

For the second quarter of 2011, state exports ioad$3.7 billion) exceeded those to Japan
($3.4 billion) for the first time, though exports Japan grew from the same quarter last year
($3 billion in 2010 to $3.7 billion in 20117}

Foreign Investment & U.S. Based Subsidiaries

California has the highest rate of employment b$.$ubsidiaries of foreign compani¥s.
In 2009, insourcing companies employed 594,100f@aians and accounted for 4% of the
state's total private sector employmé&htMore than 32% of all subsidiaries in California a

in the manufacturing industry and account for 108,pbs*"

Energy Market

California produced 13% of the natural gas in 20088% of the crude oil in 202", and

68% of the electricity it consumes in 2009 (bestilable data)". The remaining electricity
and natural gas were purchased from Canada, thiecAarthwest, the Rocky Mountain
States and the Southwest. Remaining crude oilinvpsrted from Alaska and abrodd"

In 2010, 53.4% of California’s electricity camerndourning natural gas, 15.4 % from nuclear
fission, 14.6% was generated in large hydroeled@ims, 14.6% from renewable sources, and
1.7% came from cod™

In 2007 California’s renewable energy came fromtigeonal (4.5% of total electricityy,

wind (2.3%¥, waste-to-energy and biomass (2.1%)and solar (0.22%§" sources.
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« The West Coast price for Alaskan North Slope critldropped to $102.24 per barrel on
October 3, but has since increased to $110.20gveeltas of October 12, 2011. This is $22.84
higher per barrel than in October of 20%Y.

« Reformulated gasoline production in California tioe week ending October 7 decreased 8%
from the previous week to 6.2 million barrels, rémay within the 5-year range and 1.5%
higher than a year ago. Inventories for Califomei@rmulated gasoline increased 2.2% but
remains in the middle of the five-year rafje.

California's Innovation Economy

« California ranks % among the 50 states in science and technologlyer@p states include
Massachusetts {, Maryland (2%, Colorado (%), Utah (§"), Washington (), and New
Hampshire (7). The Milken Science and Technology index rartges based on research
and development dollars, number of patents isstgsdure capital investment, and business
starts™"

« California ranked ¥ among all 50 states in patents issued in 20103@tA80 patents granted.
Other top performing states include New York (8,p8%ents), Texas (8,027 patents),
Washington (5,810 patents), and Massachusettsl(pa@nts) "

- California ranks % in start-ups and®lin new branches in high-tech manufacturing. Otbpr
ranking states include Florida, Texas, and Washm@r start-ups and Texas, Florida, and
Washington for new branch&s""

« The Milken Institute ranks the University of Califta System first in technology transfer and
commercialization among all U.S. universities. Tadifornia Institute of Technology and
Stanford University are ranked among the top t&H"
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County Unemployment Rates
September 2011 (Not Seasonally Adjusted)

Percent Unemployed

7.4% t0 9.2%
9.3% to 11.0%
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14.1% to 18.1%
18.2% to 29.6%
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Appendix C

Fast Facts on California's Trade Economy

California is one of the ten largest economiesiewworld with a 2010 gross state product (GDP)
of $1.9 trillion*™ Exports out of California were valued at $143ibiilin 2010 and represented
11.2% of total US exportSImports into California were valued at $327 bilim 2010 and
represented 17.1% of total US impdftés a state, California ranks second, behind Teras,
value of two way tradd"

California and World Markets

- California's largest export market is Mexico, whtre value of exports totaled $20.9 billion
in 2010. After Mexico, California’s top export mat& in 2010 were: Canada ($16.2 billion),
China ($12.5 billion), Japan ($12.2 billion), anough Korea ($8.0 billion)™

« California exports are up from 2009 ($120 billidnjt down from 2008 ($144 billiort§’

« California’s top five exports in 2010 were: Compu&eElectronic Products ($4Billion);
Machinery, Except Electrical ($14 billion); Transportation Equipment ($12 billion);
Chemicals ($11 billion); and Miscellaneous Manufactured Commodities ($11 billion).X'V

* China is the largest source of imports into California; the 2010 value of Chinese imports was
$133 billion. China is followed by Japan ($41 billion); Mexico ($33 billion); Canada ($23
billion); and South Korea ($12 billion)."

» California's top five imports in 2010 were: Computer & Electronic Products ($107 billion);
Transportation Egipment ($49 billion); Oil & Gas ($21 billion); Miscellaneous
Manufactured Commodities ($19 billion); and Apparel & Accessories ($17 billion).

xlvii

« As global demand recovered from the financial srigicreased trade volumes in 2010
compensated for nearly all losses in 2009 accorttinge Kyser Center for Economic
Research"

Trade and Jobs

. Percent of Exporters by Firm Size, 2009
» Atotal of 59,998 companies exporte P y

goods from California in 2008. 96%
of those companies (57,461) were
small and medium-sized enterprises
with fewer than 500 employed¥.

/_Small, 2%

Medium,

* Exports supported 22.9% of all 0%

California manufacturing jobs in
2009 Large, 92%

* Small and medium-sized companies
generated 44% of California’s total
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exports of merchandise in 2008, the seventh

highest percentage among the sthtes. Percent of the Value of Exports by

Firm Size, 2009 g5,
* Small and medium-sized companies /24%
represent 32.8% of the export value of U.S.

goods export¥.

* Less than one percent of American
companies export. According to the
International Trade Administration (ITA),
this percentage is significantly lower than Large,
all other developed countries. Of the 67%
companies that do export, 58% export to
only one country’

Medium,
9%

Trade Partners and Free Trade Agreements

» Countries that have signed a Free Trade AgreerR@At) (with the U.S. make up 9% of the
World GDP and represent 41% of U.S. exports. ExporFTA countries grew at a faster rate
(23% annually) than exports to the rest of the d(20%) from 2009 to 2010.

 The U.S. has active FTAs with 20untries; Australia, Bahrain, Chile, Canada, Colombia,
Costa Rica, Dominican Republic, El Salvador, GuategrHonduras, Israel, Jordan, Korea,
Mexico, Morocco, Nicaragua, Oman, Panama, PeruSamgapore."

« South Korea is California's fifth largest tradingrimer, and a major purchaser of Computers
and Electronic Products; Machinery; and Transportation equipment, California’s top three
exports. The South Korea FTA (KORUS) eliminatedftain these industries potentially
providing a competitive boost to California expdftét the same time, however, the
removal of protective barriers under KORUS will egp domestic producers and
manufacturers to South Korean products. The Econé&wiicy Institute reported that rising
Korean imports could displace up to 159,000 U.Bs joy 2018""

* While exports to Japan have grown over the pastyweos (California’'s 4 largest trading
partner), they are expected to drop in 2011 intthke of the tsunami and nuclear crisis.
Starting in late 2011 and continuing through 20i®yever, exports are expected to pick up
as reconstruction gets underw4y.

California's Trade Infrastructure

* The President's National Export Initiative idemgiimprovements to U.S. transportation and
supply chain infrastructure as critical to enablexgorters to get their good to ports quickly
and inexpensivel{f

* The Port of Los Angeles continued to hold the tapkrin terms of two-way trade in 2010
(valued at $237 billion). It is followed by JFK &rhational Airport ($162 billion) and the
port of Chicago ($135 billion). Data on Califorrdadther major ports are as follows: Long
Beach ($89 billion, ranked"y; LAX ($77 billion, ranked 12™); San Francisco International
Airport ($50 billion, ranked 1'8; Port of Oakland ($40 billion, ranked 25™); Otay Mesa
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Station ($31 billion);* and Calexico-East ($10 billion). In terms of conéa activity the Los
Angeles-Long Beach container port rank&tgobally, behind Shanghai, Singapore, Hong
Kong, Shenzhen and Bus#h.

Southern California’s share of West Coast tonnage from 58.8% to 59.3% in 2010.
Northern California’s share decreased over the gzeried from 11.1% to 10.264'

Border crossing delays between Mexico and the Wbsgahe Imperial County — Baja
California border accounted for an estimated oulipag of $1.4 billion and 11,600 lost jobs
nationally due to reduced output in 2007. In Catlifa losses were estimated at $436 million
and 5,639 job&"

If border delays continue to grow, economic lossedoth sides of the border will more than
double by 2016. The output loss in Imperial Vallellexicali region will reach $1.52 billion
and result in a loss of nearly 17,000 jobs accartinHDR|HLB Decision Economic¥.

U.S. firms with significant business passing thiotige three Imperial Valley ports of entry
report that their logistics-supply chain is higkitye sensitive. Long wait times at border
crossings result in delays in receiving intermed@goods and ultimately lead to problems in
the manufacturing chaifY’

Growing International and Domestic Competition

California ports face growing competition from Cdraan and Mexican port expansion
projects, as well as from East Coast and Gulf pmnte the planned expansion of the
Panama Canal is completed in 2014.

Vancouver, Canada’s largest container port, hagsased container throughput at an annual
rate of 12% since 1980, faster than the growthotmy U.S. West Coast port. Container
traffic in Vancouver is expected to triple by 2020d Vancouver hopes to increase its share
of West Coast trade from 8.5% in 2008 to 12% in@2%?

Mexico has several port expansion projects underinaluding the flagship project at Punta
Colonet. However, the Mexican port infrastructugeter has suffered from tight credit and
the 2009 contraction in global trad&"

As of June 2009, at least four port expansionsudicg Punta Colonet, had to be cancelled
or deferred by the Mexican government due to |dglrivate sector interest. Demand for
Mexican port facilities has also shrunk since tlaetof the economic down tubff

Port authorities on the east coast of the UnitedeSthave planned more than $10 billion in
port development projects in preparation for opgrhthe Panama Canal expansion,
according to the Port of New Orleans. The five éatgrojects are planned by Houston ($4.6
billion); Tampa ($1.6 billion); Charleston ($857 million); the Virginia Port Authority ($701
million); and Port Everglades ($572 million).™
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Foreign Investment in California
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* U.S. majority-owned affiliates of foreign corporats owned $11.7 trillion in U.S. assets and
had $3.5 trillion in annual sales in 2008. U.Siliates of foreign multinationals contributed
11.3% of total U.S. private investment and 14.3%otdl private R&D™

+ U.S. affiliates of multinational companies are tglly high-productivity firms that are major
private sector contributors to national effortsrieovate and build, according to the
President’s Council on Economic AdvisSfé.

* Foreign controlled companies employed 594,100 Qalians in 2008, more than any other

state. Foreign investment was responsible for 6%e state’s total private-industry

employment that ye&t"
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* In terms of employment, Japan was the greatesteair=DI in 2008, employing 118,900
Californians. Japan was followed by the UK (84,1®ance (61,000), Germany (60,700),
and Switzerland (57,506}

* While California remains the largest recipient @flfin the United States, faster FDI growth
is occurring elsewhere, according to the Kyser @efor Economic Research. From 1999 to
2005 the level of gross property, plant, and egeipinof all non-bank affiliates in California
grew by 10.7%, compared to 20.6% nationally, 95i8%entucky, 50.0% in Colorado,
46.2% in Massachusetts, and 26.7% in New Y&tk.
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Appendix D

Fast Facts about California-Mexico Trade Relations

Mexico is the largest market for exports of California-made goods and has been California’s
main trading partner since 1999. i California ranks third (behind Texas and Michigan,
respectively) among U.S. importer states of Mexican goods, accounting for almost 12% of all
Mexican imports.bovii

California and Mexico Demographics

* According to the 2010 U.S. Census, California's population is 37.3 million as compared to
Mexico's population of 113 million with an estimated annual population growth of 1.1%. boviii

* If Los Angeles were in Mexico, its five million Mexican residents would make it the fourth
biggest city in the country (after Mexico City, Guadalajara and Monterey).xxix

* 40% of the population in Southern California, between Los Angeles and the Mexican border,
speak Spanish. box

+ California is one fourth the size of Mexico with 11 million California residents being of
Mexican descent.boxd

California - Mexico Economies

* In 2010, California's total gross state product was $1.9 trillion. i Mexico's gross domestic
product in 2010 was $1.04 trillion. beedii

* Mexican exports to the U.S. account for one fourth of Mexico's gross domestic product. Asa
result, Mexico's economy is strongly linked to the U.S. business cycle. v

* The trade relationship between Mexico and California generates over $20.9 billion per year
for California. boxv

Mexican Trade Policy and Free Trade Agreements

* The 17 countries that have a free trade agreement (FTA) in force with the U.S. make up 9% of
the World GDP and represents 41% of U.S. exports. Exports to FTA countries grew at a faster
rate (23% annually) than exports to the rest of the world (25%) from 2009 to 2010. bxvi

* Mexico is the country with the largest network of FTAs in the world, including 44 countries,
on three different continents, which provide preferential access to a potential market of more
than 113 million consumers. i Currently, more than 90% of Mexico's trade occurs under
free trade agreements.

* Mexican trade with the U.S. and Canada has tripled since the implementation of NAFTA in
1994, Ixxxviii

Job Creation

* Export-supported jobs account for an estimated 5.2% of California's total private-sector
employment. boxix
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* Nearly one quarter (23%) of all California manufacturing workers are dependent on exports
for their employment. x

* Approximately 177,000 California jobs (17% of all export-supported jobs in California) are
related to the commercial relationship with Mexico. More than half of these jobs are a result
of export growth under NAFTA. xi

+ Commerce, tourism, and foreign direct investment from Mexico support more than 200,000
jobs in California (1.5% of the total number of payroll jobs in California). xii

2010 Exports from California to Mexico by Industry Sector

Product Value ($) Percent
. Computers & Electronic Prod. $6,463,923,401 30.9 %
. Transportation Equipment 1,793,428,398 8.6 %
Machinery, Except Equipment $1,612,029,694 7.7 %
. chemicals $1,229,644,680 6.1 %
All Others $9,849,948,319 47.0%
Grand Total $20,948,974,492 100 %
| Source: U.S. Department of Commerce: Internatidnadle Administratio |

California Exports to Mexico

* California exported $21 billion worth of goods to Mexico in 2010, accounting for 15% of
California’s overall goods exports. i

+ California is the second largest exporter to Mexico of the 50 U.S. states (behind Texas). xciv

* Computers and electronic products have been California's highest single export to Mexico
since 2000. However, as Mexico's economy diversifies, exports of machinery and
transportation equipment have grown exponentially. xv

Goods Movement between California and Mexico

+ California has four major international border crossings supporting the movement of both
persons and goods: San Ysidro, Otay Mesa, Tecate, and Calexico. Of these, San Ysidro
handles the lightest volume, while Otay Mesa and Calexico accommodate the largest volume.
Otay Mesa is the largest border crossing in California, ranking sixth in the nation.

* In 2010, California gateways with Mexico moved $46.9 billion in merchandise.

* Most of the California-Mexico trade is two-way within the same commodity class, suggesting
extensive production sharing. Components made in California are assembled or further
processed in Mexico, and shipped back to California. Top commodities for this type of trade
include: machinery, vehicles, instruments, and electronics and electronic equipment. xcvi
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* Border crossing delays between Mexico and the U.S. along the Imperial County - Baja
California border accounted for an estimated output loss of $1.4 billion and 11,600 lost jobs
nationally due to reduced output in 2007. In California losses were estimated at $436 million
and 5,639 jobs. xevii

* Both U.S. and Mexican firms with significant business passing through the three Imperial
Valley ports of entry report that their logistics-supply chain is highly time sensitive. Long
wait times at border crossings result in delays in receiving intermediary goods and ultimately
lead in to problems in the manufacturing value chain. xeviii
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Appendix E

Fact Facts on the Imperial County Economy

Imperial County is located in the southeast conieZalifornia, east of San Diego County and
south of Riverside County. The Colorado River fsitime eastern boundary of Imperial and the
Arizona-California Border, and the southern borideshared with Mexicd>™ The region spans
4,174.73 square milésl Centro (population 37,835), Calexico (populaty,109), and
Brawley (population 22,052) are the county's mogtytated cities.

Demographics

« The total population of Imperial County in 2010 wi&g!,52&"

* There has been a 22.6% population change in Ingeianty from 2000-2010. In
comparison, California's population changed 10%nduthe same time peridd.

* Foreign-born residents make up 29.6% of the pojpulaB8.8% of those residents are
naturalized U.S. citizens and 61.2% do not have tlt&en status?’

* Residents of Hispanic or Latino origin comprise480.of the population, 13.7% are
Caucasian, 2.9% are African American, 0.9% are Acaarindian and Alaska Natiyand
1.3% are Asiarf’

« Of residents over 25 years old, 21.1% of the pdmrizhave a high school degree, 10.2% have
a Bachelor's degree, and 4.6% have a graduatefaspional degre¥.

» Residents living in a family household make up 78 af the population. Th_e average
household size is 3.34 occupants, and the aveaagiyfsize is 3.76 peopl€”

» The median household income is $37,946 pe_rc%and 36.9% of the population lives on a
household income of less than $25,000 per y&ar.

» There are 35,368 residents (22.8% of populatimmdiin poverty, including 29.4% of the
population under the age of 18.

Employment
» As of May 2011, the labor force of Imperial Courgy’5,000; 54,200 are employed and

CXi

20,700 are unemployed. The county unemploymentsaté.7%;" the highest in
California™

» At the pea}g of the recession (2008-2009), employrtamk a sharp decline and 1,300 jobs
were lost™"
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» Occupations with the fastest job growth are MoEitgiipment Mechanics (projected 85.7%
job growth between 2008-2018); Home Health AidescIMmics_ (projected 46.7% job
growth); and Purchasing Agents (projected 33.3%gjalwvth)."

* The principal labor markets of 2010 were farmingy, 500 employed); trade, transportation and
utilities (10,200 employed); and retail trade (& Znployed)>"

« 44,600 of those employed in Imperial County are leyed by a nonfarm industfy"
« 16.5% of businesses are Hispanic-owned (2687).

Industry

» There are six principal business sectors in Imp&uanty. They are Manufacturing (3,934
employees); Food Manufacturing (1,512 employeegjjclture, Forestry, Fishing, &
Hunting (1,475 employees); Support Activities fagrieulture and Forestry (1,475
employees); and Support Activities for Crop Prothrc(1,475 employeesy™™

* Projected economic growth from 2010 to 2015 is Hrétail sales growth, 15.1% personal
income growth, and 8.6% job growti*

Nonfarm Industry In Imperial County

Imperial County (2008) California (2008)
Private nonfarm 2,477 879,025
establishments
Private nonfarm employment 33,906 13,742,925
Private nonfarm employment 33.7% 6.7%
(% change 2000-2008)
Non-employer Establishments 10,129 2,688,453

ox Sourcehttp://quickfacts.census.gov/qfd/states/06/06025.ht
Real Estate

* There are 49,126 occupied housing units in Imp&@inty, 55.9% of which are owner-
occupied and 44.1% are renter-occupi&d.

* 25.1% of owne(-occupied housing units without atgege spend $250 or less in monthly
housing cost§™"

« The homeownership rate from 2005-2009 was 56.6%f(@da's average is 57.9%§"
« The median price of existing homes sold in Jan@afl was $513,465%"

* Of the population living on less than $20,000 peatry 12% spend 30% or more of their
income on housing cosfs?”
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Infrastructure

» The major transportation routes in Imperial Couanty Interstate 8 (traverses Imperial County
connecting San Diego to Arizona and beyond serasgn important route for goods, services,
and people), State Route 7 (the only north/ scagldway connector to the Calexico East POE,
that processed virtually all of the commercial goatbvement through the international
border), and State Route 78 (traverses ImperiahGaronnecting San Diego to the Arizona
border; the only east/ west highway alternative 8"

« The Colorado River is the only source of waterifagation and domestic us&&""

» About one third of Colorado River water that corteethe Imperial Valley ends up in the
Salton Sea as drainage water. This drainage waterdessary to ensure that there is a uniform
application of water in fields as well as to maintsoil salinity™""

» The Bureau of Land Management has received 163catiphs to build solar and wind
projects on 1.6 million acres of federal land ifdifdenia, almost all of which are planned for
the Imperial Valley and the desert region nortlthef VValley. Untapped geothermal power in
Imperial County is capable of powering 2 millionnhes ~**
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Appendix F

Selection of Economic Strategies Related to the Inepal & Coachella Valleys

This appendix includes a summary of the goals,aives and recommendations from several
economic development strategies for the Imperidl@oachella Valleys. The list of strategies
will be added to and modified based on testimooynfthe November 10, 2011 hearing.

Imperial County Comprehensive Economic Developm8&iitategy'”

Goals / Objectives

Promote a balanced yet diversified regional econdrase.

Support the development and expansion of infraBira@ctivities to promote regional
economic development.

Improve the education and skills of the region’gkiorce.

Promote and expand tourism in the Imperial Valley.

Promote international and bi-national trade devalept.

Promote agriculture and other related industries.

Pursue a policy of sustainable development tharzals economic development with
preservation of resources.

Summary of Findings

Work to enhance the region’s quality of life.

Imperial Valley leaders have identified the needdio educated workforce as the single most
important issue in the economic development otcthenty.

A major challenge in the county is providing foettievelopment and maintenance of an
adequate supply of affordable housing for all sagsef the population. Development of
affordable housing units is not occurring at a tatadequately meet the housing needs of the
growing population.

The Calexico East Port of Entry, that opened indd@wer 1996, has intensified economic
development activity and been the catalyst to eeeehe county’s participation in
international and regional trade. The area hasagipotential for commercial and industrial
development evidenced by the increase in the tma¢kc into the county since port of

entry’s opening (a 33% increase from 1997 to 2007).

All 50 states now export to Mexico through the @ahia gateway, and the Southern
California border region is becoming a key worldevidanufacturing center and a prime
export market for many U.S. and foreign companies.

Traditionally a strong agriculturally-based economgustry growth in Imperial County for
the near future is expected to come from governymetdil services, professional and
business services, and education and health ser@aernment is expected to create half
the jobs in the County by 2014.

1) County of Imperial Planning and Developmentigers Department (2008); www.imperialcounty.net
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Industries identified as a good match to the Ingd&ounty assets are: energy generation,
food processing, medical and medical support, warsé/distribution/transportation.
Customer service academy for all industry sect@s mentified as a need.

Health care facilities are available in the largées although limited in the areas of neonatal
intensive care and trauma services; services tmtire rural areas are provided by small
clinics. Two critical public health concerns arbdtculosis (county ranked number one in
tuberculosis cases per 100,000 population) andgesgnancy (in 2005, 56% of county
teenagers gave birth).

Imperial County has the tenth lowest high schoopdut rate in the state. The county’s
2006-07 rate was 14% compared to the State rété.6%6.

California High School Exit Exam passing scoresnperial County are below the State’s
passing rate but are continuing to increase anddbas closing.

Cali Baja Bi-National Mega-Region Global Competitwness Strategy’

Goals / Objectives

Attract new high-tech industry investments inclugforeign direct investment.

Retain and expand existing businesses.

Create a brand that differentiates the region ftdnand the rest of Southern California.
Targeted industries: Cleantech (alternative andwable energy), Applied Biotech
(biotechnology, bio-agriculture, medical devic&¥pgecialized Mfg, and Logistics
(transportation and warehousing).

Encourage entrepreneurialism by connecting busimésests in San Diego with business
opportunities in Imperial.

Summary of Findings — Workforce and Education

K-12 curriculums in each of the counties are belagigned around science, technology,
engineering, and math (STEM) including (1) Projeead the Way, a project-learning
approach to teaching fundamentals of math and seienderway in 41 schools in eight
districts (San Diego and Imperial Counties); andH{@h Tech High: seven public charter
schools in San Diego County.

San Diego County Science Festival and Sally Rider8e Festival offer math and science
programs tailored to students and teachers.

Career pathways for renewable energy technologiss & Imperial College, Imperial
Valley ROP, and three high school districts.

Eleven universities and research institutions supptical resources for high-tech industries
including: biosciences, engineering, medicine, aogaaphy, and a variety of research
topics.

Summary of Findings — Cross-border Movement andidra

The principal infrastructure challenge for the htional region is cross border movement.

2) San Diego Regional EDC, Imperial Valley EDCthwthe Mega-Region Advisory Board (2009).
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Border crossings for legal guest workers, shoppetsists and commercial freight often take
over two hours. This equates to a $5.3 billion ¢oshe San Diego and Imperial Counties
economies.

Smart Border 2010 and Border Master Plan — initéatito improve secure cross-border
movement.

Freight Gateway Study and the I-15 / I-8 Corridmdges focus on regional freight traffic
and improving north-south mobility.

Initiatives designed to improve border securitylunde:
- Merida Initiative, a counter-trafficking program
- Stimulus money to improve technology and infragtre, provide more Customs and
Border Protection officers (CBP), agents, pilotsj &TF agents
- Project Gun Runneto detect and halt illegal flow of weapons and amition.
- Use of U.S. military troops and equipment.

Local resources encourage and support businesge(aities, research centers, highly-skilled
workforce, venture capital, mfg. base, and inca#ive. free trade zones, enterprise zones,
and maquiladora system).

Negative perceptions of California’s business-fiilgrattitude (taxes, permitting, regulations,
and anti-development attitudes) negates benefitscehtives. Regions from across the U.S.
are targeting Southern California for their busghatraction programs.

Summary of Findings — Water and Power

Growth in agriculture, maquiladoras, and populatiame increased the pressure on the two
main sources of water supply in the region — SaerdamRiver/San Joaquin River Delta and
the Colorado River.

Imperial County has legally secured and large wadgdts from the Colorado River.

San Diego County receives 90 percent of its watpply from outside sources.

Imperial Irrigation District (IID) and San Diego Goty Water Authority (SDCWA) have
established efficiency and conservation programd;raclamation projects are being studied.
San Diego Gas & Electric estimates a new powert @aery five years is needed to keep up
with demand growth.

Alternative power and economic development oppdatiesiinclude geothermal (Imperial
County), wind (eastern San Diego County), and qataperial County).

Next Steps / Strategy Implementation

TheCali Baja Bi-National Mega-Region Global Competiiness Strateggontains specific
action steps and identified key partners for eddhefollowing implementation strategies.
Place brand the mega-region to attract and redageted high-tech trade, investment and
knowledge workers (media placement, global mesgaguitivate international corporate
partnerships, collaborate with local exporting camps).

3) San Diego Association of Governments (2006).
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Develop an aggressive and targeted marketing progvaattract foreign direct investment to
the mega-region (market to four industry sectoesetbp mega-region marketing rules of
engagement, create materials for collaborative areate a web portal).

Create materials and events to educate stakeh@tets global issues affecting the region.
Coordinate ongoing efforts to ensure the mega-relgas an educated and highly-skilled
workforce (develop K-16 educational standards éohtindustries, support efforts to create a
biotech and cleantech center, look for outside tgraaupport work visa reforms, develop
model industry training programs).

Collaborate for a seamless infrastructure througtiteimega-region (actively support the
Smart Border 2010 initiative, educate public, skeeiding, secure legal rights and funding to
build transmission lines)

Champion the implementation of policies and businesentives to attract and retain high-
value businesses (seek funding for business attnacreate one-stop permitting centers,
streamline EIR process).

California-Baja Border Master Plan™*

Cross-border travel at the six land ports of e(R®E) in the California/Baja region has grown
over the years and growth is expected to contimeaudse of increasing population and
economic activity. Improving the current infrastiwre is critical to relieving congestion and
facilitating cross-border movement of people aadédr Executives from twenty-four U.S. and
Mexico agencies participated in the creation o Master Plan which prioritizes POE and
related transportation projects.

Goals / Objectives

Increase understanding of POE and transportatenxmpig on each side of the border.
Create a mechanism to prioritize and advance P@Eeaated transportation projects.
Develop criteria for prioritizing mid- and long-tarprojects.

Establish a process for ongoing communication antocej, state, and federal partners.

Summary of Prioritized Projects

Otay Mesa East-Mesa de Otay || — a proposed new t®8Q@Erve both passenger and
commercial vehicles; will be located about two migast of the existing Otay Mesa-Mesa de
Otay POE.

San Ysidro-Puerta Mexico/Virginia Avenue-El Chaph?OE — serves pedestrian and
passenger vehicles (not commercial); a rail liresses at this POE. Redesign of the POE is
being coordinated with Mexico to convert the exigtsouthbound vehicle lanes into
northbound lands to facilitate traffic into the U.S

Calexico-Mexicali POE — serves pedestrian and pagsevehicles; freight rail service
operates regularly. To ease congestion, a newtfaisilproposed to process north and

4) San Diego Association of Governments (SANDASftember 2008). Commissioned by the U.S./Mexiaat Jo
Working Committee to the California Department ohfisportation (CalTrans) and the Secretariat sastfucture
and Urban Development of Baja California.
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southbound passenger vehicles while the existicijtfawould process pedestrians and
buses. Project would expand to 16 passenger vdhitds and six pedestrian lanes.

Otay Mesa-Mesa de Otay POE — serves pedestriasempgesr and commercial vehicles.
Proposed project would expand the number of lam@sprove passenger and cargo service
and operation efficiencies. Specifics of the progge pending completion of a feasibility
study.

Tecate-Tecate POE — serves pedestrian, passenganercial, and rail. Proposed project
is to construct a commercial facility at the Tec&aja California border station to improve
the flow of commercial traffic.

Calexico East-Mexicali Il POE — serves pedestrgassenger, and commercial vehicles.
Proposed project, to improve passenger througinmutld expand the number of passenger
lanes at the existing Imperial County facility franight to 12 vehicle lanes.

Andrade-Los Algodones POE — serves primarily pedasand passenger vehicles; some
commercial vehicles. Proposed project would movecke lanes to the Arizona border
keeping pedestrian lanes in Imperial County. Theptrian lanes are important to tourism
and winter visitors typically cross on foot.

Summary of Recommendations

Consider the California-Baja California Border MasPlan a framework to prioritize
infrastructure projects and facilitate planning &mading of related transportation projects.
Update the master plan every three to four yequdate should be led by Caltrans and
Secretaria de Desarrollo Urbano del Estado de Bal#ornia (SIDUE).

Port of San Diego: Charting Our Future; Compass ategic Plan Fiscal Years 2007-2011**

Goals / Objectives / Action Items

Stimulate regional economic vitality by (1) prommgtiand supporting the maritime
industries; (2) participating with other organipais to acquire funds for maritime
infrastructure; (3) pursue new maritime/logisticsimess opportunities; (4)
improving/expanding cruise ship terminal infrasture; and (5) enhancing industrial uses.
Enhance and sustain a dynamic and diverse watétiyofl) supporting, improving and
expanding infrastructure to support business deweémt; and (2) improving and expanding
tourism and recreational opportunities.

Protect and improve the environmental conditionSari Diego Bay and the Tidelands by (1)
participating in educational programs; (2) promgtanvironmentally sensitive practices; and
(3) providing innovative leadership in managemertt eontrol programs.

Ensure a safe and secure environment for peoppepy, and cargo by (1) continuing
development of the Harbor Police facility; (2) peigating in safety educational programs;
and (3) collaborate with regional partners on gadeid security issues, programs, and
technologies.

Develop and maintain a high level of public undemsging that builds confidence and trust in
the Port by (1) developing customer service stadsjdP) conducting regular informational
briefings with stakeholders and community at la(@¢;supporting and actively participating
in local communities, charities, and events.
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» Develop a high-performing organization by (1) allgnpersonnel philosophies and training
programs with the Strategic Plan; (2) continualtglaating and upgrading system systems.

» Strengthen the Port’s financial performance bye§@pediting tenant redevelopment plans;
(2) training for Emergency Response and Businesgiiaty Plan; (3) developing programs
that will diversify the Port’s revenue base; anflifdplementing cost-saving measures.

Coachella Valley Economic Development Blueprint &tegy

The Coachella Valley Blueprint strategy focusedaur primary issues and goals to enhance the
Valley's competitiveness as a place to do busitiess work and visit.

Issue 1
Though regions are now the definitive geographyefmnomic competitiveness, the Coachella
Valley has little significant history of thinking @cting regionally in terms of comprehensive
economic development.
+ Goal
0 The establishment of a true regional identify araaniework that will enable Coachella
Valley communities to compete and thrive in thebglanarketplace
* Objectives
o Promote a greater understanding of regional chgdigmnd opportunities.
o0 Better link Coachella Valley communities througlegimams that foster regional identity
and relationship building
o Build the capacity to advocate for issues of imgace to Coachella Valley
constituencies.

Issue 2
High concentrations in cyclical, largely low-payiamployment sectors risk continued
instability in the Coachella Valley economy.
+ Goal
o Greater diversification through development of higdge sectors that will boost regional
wealth and increase economic sustainability.
» Objectives
o Develop comprehensive internal and external ecoadievelopment marketing
programs for the Coachella Valley.
o Effectively Develop the Valley's identified targesctors.
o Provide comprehensive data collection and analysisservices for regional stakeholder
groups.
o Provide entrepreneurs and small business persemnsdburces necessary to succeed.
0 Ensure existing Valley businesses are retaineceapdnded.

Issue 3

Overall workforce skills and capacity must be erdeahfor the Coachella Valley to compete for
the high-value jobs being created in the New Ecognom

* Goal
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o

Development of a competitive labor force that witlable existing and future Coachella

Valley companies to thrive and workers to greatlyréase their incomes.

* Objectives
o0 Optimize primary and secondary education in thdeyal

(0]

Fully leverage regional higher education and warddadevelopment institutions.

Issue 4
Quality of life and quality of place — increasinglgitical when competing for companies and
talent — are Coachella Valley strengths, but masnhintained and enhanced to ensure long-
term economic sustainability.
+ Goal

o0 Aggressive and ongoing efforts to continue the Gela Valley's standings as one of the

west's most compelling destinations to work, lind aisit.

» Objectives

(0]

(0]

(0]
0]

Leverage local and regional partnerships to proeftiective public services for
Coachella Valley residents.

Continue to enhance the Coachella Valley's capaciyts, culture and recreation
amenities.

Support the development of quality housing optimmgesidents of all ages and incomes.
Ensure that sustainable development patterns pposed and enforced.

**Prepared by Chabin Concepts for the South CountySan Diego Comprehensive
Economic Development Strategy
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Appendix G

Summary of Legislation
The following is a summary of selected legislatielating to international trade, foreign
investment and infrastructure. The list is dividedween bills introduced in the 2011-12
Session and those introduced in prior sessions.

The list will be modified to reflect testimony frothe November 10, 2011 hearing of the
Assembly Committee on Jobs, Economic Developmenhtia® Economy.

Legislation from the 2011-12 Session

 AB 29 (John A. Pérez, Mike Feuer and V. Manuel Péréffice of Business and Economic
Development: This bill establishes the GovernOffice of Business and Economic
Development (GO-BIZ), which would be administergdabdirector appointed by the
Governor. The bill would also move the Office of &hBusiness Advocate to the Office of
Economic Development. Status: Signed by the Garefhapter 475, Statutes of 2011.

* AB 231 (V. Manuel Pérez) Enterprise Zone Reformkge— reforms elements of the
state’s Enterprise Zone program to make it momesparent, effective, and accountable to
the public and to the communities it serves. Statending in JEDE, two year bill.

* AB 696 (Hueso) — Strengthening the link betweenrBooic Development and
Infrastructure: This bill requires projects sedector funding under the Infrastructure State
Revolving Fund Program to only be funded if thejgcbmeets specified land use and
economic development criteria. Status: VetoethkyGovernor, 2011.

« AB 1094 (John A. Pérez) — National I-Bank: Thil #esignates the Infrastructure and
Economic Development Bank as the state's lead ggemiealing with the proposed federal
infrastructure bank. The bill also expands the mmership of the board of directors of the I-
Bank from five to seven members by including thereésentation of state legislators. Status:
Pending on the Senate Floor.

» AB 893 (V. Manuel Pérez) — Technical Assistancerfifrastructure Funding Applications:
This bill modernizes the operations of the I-Basikch as the inclusion of the economic
development community on the Board, mandating aatréo communities, and adding new
reporting requirements about the number of jobatekand retained, and the industries
served. Status: Held in Senate Appropriations.

« AB 1137 (V. Manuel Pérez) — Trade Promotion anddtkpinance: This bill makes a
number of changes to programs designed to assatdommunities and businesses, enhance
the local business climate, and create jobs byasing foreign trade and investment
including providing authorizing the establishmehthe California Trade Promotion and
Export Finance Program, codifying the state's molne EB-5 Program, and making
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technical corrections to the international freeléraone program. Status: Pending in the
Senate Appropriations Committee.

 AB 1409 (JEDE) — Goods Movement Update to the SEatsnomic Strategy: This bill
requires that the next update of the internatitnaale and investment strategy include policy
goals, objectives and recommendations from the §abds Movement Plan (GMAP), as
well as related measurable outcomes and timeliSégtus: Pending in Senate
Appropriations Committee.

e AB 1410 (JEDE Committee) — Trade Omnibus Bill: §'hill makes technical, non-
substantive amendments to the codes relating ¢onational trade and foreign investment.
Specifically, this bill reorganizes the statutotsgigement of the Office of California-Mexico
Affairs and the California-Mexico Border Relatio@suncil from a general title within state
government to a more specific title on foreign tielas within the Government Code. Status:
Pending on the Senate Floor.

» SB 460 (Price) — Trade Promotion Partnership: DHisequires the Secretary of the
Business, Transportation and Housing Agency (BTH)anvene a statewide business
partnership for international trade marketing armhpotion. Status: Held on the Suspense
File in the Assembly Committee on Appropriations.

» SB 822 (Evans) — Five-Year Infrastructure Planistixg law requires the Governor, in
conjunction with the Governor's Budget, to submit@ally to the Legislature a proposed 5-
year infrastructure plan containing specified infation concerning infrastructure needed by
state agencies, public schools, and public postslzry educational institutions and a
proposal for funding the needed infrastructure sThil makes technical, nonsubstantive
changes to this provision. Status: Pending inAsembly Committee on Budget.

» SB 907 (Evans) - Master Plan for Infrastructureaiting and Development Commission:
This bill creates the Master Plan for Infrastruet&inancing and Development Commission.
It describes the structure of the commission aatlith members shall be appointed by the
Governor. The bill also provides for staff to bamhed from relevant agencies with exception
of the Executive Director that is appointed by thair of the commission with the approval
of the entire membership. The bill also describesduties of the commission including
creating task force committees. Status: Peniditige Assembly Committee on Jobs,
Economic Development and the Economy.

Legislation from Prior Sessions

e AB 761 (Coto) - Small Business Procurement: Stati@s$tructure Construction Goals: This
bill requires each state agency awarding conttaetsare financed with proceeds from the
infrastructure bonds approved by voters in Noven2886 to establish a 25% small business
participation goal for state infrastructure constien contracts and to provide specified
assistance to small businesses bidding on statestnficture bond-related contracts. Status:
This bill was signed by the Governor, Chapter @thjutes of 2007.
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AB 1107 (Arambula) - Goods Movement: Small Busghasd Microenterprise: As passed
by JEDE, this bill would have required the Califiar®mall Business Board within the
Business, Transportation and Housing Agency irabaltation with the Labor and

Workforce Development Agency and the California &#ment of Food and Agriculture to
assess the goods movement needs of small busiméssieroenterprise in California, and to
make recommendations thereupon, for incorporatiche California Economic
Development Strategic Plan and the State TrangmortBlan. Status: JEDE-related content
removed. The bill was vetoed by the Governor i680

AB 1672 (Nunez) - California Transportation Comnuss This bill makes various findings
regarding transportation infrastructure in Califarrand states certain goals and policies for
the expenditure of Proposition 1B bond funds, ideig the expenditure of money in the
Trade Corridor Infrastructure Fund. Status: THievims signed by the Governor, Chapter
717, Statutes of 2007.

AB 2896 (Karnette) - Commercial Development Trageiil: This bill would have
created the Commercial Transportation Council isiBesss, Transportation and Housing
Agency to review and collect data, and to providei@ concerning commercial
transportation needs in California. Status: Tileras held in the Senate Committee on
Governmental Organization in 2006.

AB 3021 (Nuiiez) - California-Mexico Border Relats@ouncil: This bill established the
six-member California-Mexico Border Relations CoiliBorder Council) comprised of all
Agency Secretaries and the Director of the OffitEmergency Services for the purpose of
coordinating activities of state agencies. ThedBoiCouncil is required to report to the
Legislature on its activities annually. Statusgn®ed by the Governor - Chapter 621, Statutes
of 2006.

AJR 14 (Jeffries) - Customs Duties: This resolutimemorialized the President of the U.S.
and Congress to enact legislation to ensure teabstantial increment of new revenues
derived from customs duties and importation feeddaficated to mitigating the economic,
mobility, security, and environmental impacts @ide in California and other trade-affected
states across the U.S. Status: Approved by botlsék, Resolution Chapter 73, Statutes of
2007.

AJR 27 (Torrico) - Support U.S.-Colombia Trade Potion Agreement: This resolution
memorialized Congress that the California Legisiatpposes the United States-Colombia
Trade Promotion Agreement. Status: Approved Lip biouses, Resolution Chapter 145,
Statutes of 2010.

AJR 55 (Villines) - Support U.S.-Colombia Trade iadion Agreement: This resolution
would have memorialized Congress that the Calibotr@gislature supports the United
States-Colombia Trade Promotion Agreement. StaRefused adoption in the Assembly
Committee on Jobs, Economic Development, and tloaduy in 2008.
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SB 19 (Lowenthal) Trade Corridors: Emissions Reiduct This bill declared legislative
intent with regard to the expenditure of Propositidd bond money for Trade Corridors.
Status The bill was held under submission in Assembly Catt@® on Appropriations in
2008.

SB 262 (Runner) - Trade Corridor Improvements: sThiill would have required the
California Transportation Commission, when allaggtiProposition 1B Trade Corridor
Infrastructure money, to consider the impact of@get on goods movement and port
operations in the Southern California region, angdacts and benefits of an inland port on
reducing congestion at or in the vicinity of thetBmf Los Angeles and Long Beach. Status:
The bill was held in the Senate Committee on Trartation and Housing in 2008.

SB 1513 (Romero and Figueroa) - New Internatiomat@ Program¥final Compromise -
California International Trade and Investment Act. This bill provided new authority for
the BTH to undertake international trade and inwesit activities, and as a condition of that
new authority, directs the development of a comgnelve international trade and
investment policy for California. This bill reflecextended bi-partisan discussions between
the Senate and the Assembly. Status: Signedeb@tivernor - Chapter 663, Statutes of
2006.

SB 1266 (Perata) - Highway Safety, Traffic Reduttidir Quality, and Port Security Bond
Act of 2006: This bill provided for $19 billion itnansportation infrastructure bonds
including $3.5 billion to be deposited in the Tra@lerridors Infrastructure Fund. Status:
The bill was signed by the Governor, Chapter 2&ius¢s of 2006.
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Appendix H

State and Federal Resource Programs

This appendix includes basic information on comrtyudéevelopment programs and services
available to businesses, nonprofits and local gowents. The list is provided as both
background information for the November 10, 201arimg by the Assembly Committee on
Jobs, Economic Development and the Economy andesoarce to communities seeking
financing options.

Access to Capital for Small Businesses

2011 California Air Resources Board Direct Loan Prgram

Administered by the California Air Resources Bodhils program implements a low-interest
direct loan program for small trucking fleets fbetpurpose of providing affordable financing to
small fleet owners/operators to purchase cleaneks$r(2010 model year or newer heavy-duty
trucks), retrofits, or SmartWay equipment prioatoy applicable compliance deadlines.

Air Quality Improvement Program

Administered through the California Air ResourcexaRBl, this program was created to
implement a heavy-duty vehicle air quality loangreom to assist on-road fleets affected by the
ARB’s "In-Use Truck and Bus Regulation and HeavyypDdehicle Greenhouse Gas Emission
Reduction Measure."

Alternative and Renewable Fuels and Vehicle Technofjy Program

Administered by the California Energy Commissidns fprogram provides funding to develop
and deploy alternative and renewable fuels andramhdhtransportation technologies to help
attain the state’s climate change policies for medand heavy duty trucks.

Beverage Container Recycling Grants

Administered through CalRecycle, this program paegifunding program assists organizations
with establishing convenient beverage containeyalewy and litter abatement projects, and to
encourage market development and expansion aesiviitr beverage container materials.

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

Convert Diesel Powered Irrigation Pumps to Electrigy

Administered by the California Air Resources Bodlif incentive program is designed to
encourage agricultural customers to convert diesetnal combustion irrigation pumps, which
are significant sources of air pollution, to elexctrse.

Community Development Block Grant (CDBG) Program
Administered by the California Department of Hogsand Community Development, this
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program provides funding for economic developmeajgets, public infrastructure
improvements, as well as housing, community anchba@lfare related projects and activities.

Energy Efficient Conservation Block Grants (EECBG)Program
Administered by the California Energy Commissidns program focuses on energy efficiency
projects that deliver lasting financial benefit€Qalifornia consumers and the economy.

Farm and Ranch Cleanup Grants

Administered through CalRecycle, this program paesgifunding to cities, counties, Resource
Conservation Districts, and Native American tribasthe cleanup of illegal solid waste sites on
farm or ranch property.

Federal Small Business Financing Loan Programs
Administered by the U.S. Small Business Adminisbratthis sitevww.sba.govhas an index of
loans available for small businesses.

Household Hazardous Waste (HHW) Grants

Administered through CalRecycle, this program paesilocal government funding for programs
to expand or initially implement HHW programs sushcollection programs, educational
programs, load checking programs, and programs asigihg waste reduction, source
reduction, reuse or recycling of HHW.

Jobs Through Recycling Grant Program

Administered by the U.S. Environmental ProtectiayeAcy, this program provides grants for
recycling/reuse businesses that increase the usewflable or reusable materials and contribute
to economic development and job creation.

Landfill Closure Loans
Administered through CalRecycle, this program paesizero interest loans to operators of
unlined, older-technology landfills interested arlg closure of their facilities.

Local Enforcement Agency Grants

Administered through CalRecycle, this program pdesigrant funds, based on population and
solid waste facilities, to local enforcement ageedb assist in their solid waste facilities permit
and inspection program.

Non-toxic Dry Cleaning Incentive Program

Administered by the California Air Resources Bodhils grant program provides grants to any
eligible dry cleaners in the state willing to traims from the use of Perc machines to alternative
non-toxic and non-smog forming technologies sucWater-based and CO2 cleaning systems.

Public Interest Energy Research (PIER) Program

Administered by the California Energy Commissidrese programs support and fund energy
research, development, and demonstration (R&D)ptsjthat will bring environmentally safe,
affordable, and reliable energy services and prizdacthe marketplace. The PIER - R&D
Programs listed below:
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» Buildings End-Use Energy Efficiency

« Emerging Technology Demonstration Grant (ETDG) Paog

* Energy Innovations Small Grant (EISG) Program

* Energy-Related Environmental Research Area

* Industrial/Agricultural/Water End-Use Energy Efeacy Research Area
* Renewable Energy Research Area

» Transportation Research Area

Recycling Market Development Zone (RMDZ) Loans

Administered through CalRecycle, this program pdesidirect loans to businesses that use
postconsumer or secondary waste materials to metnuéanew products, or that undertake
projects to reduce the waste resulting from theufature of a product.

Small Business Certified Development Company (CDCG04 Loan Program

Administered through the U.S. Small Business Adstiation, this loan program is a long-
term financing tool, designed to encourage econa®ielopment within a community by
providing small businesses with long-term, fixeterinancing to acquire major fixed assets
for expansion or modernization.

Small Business 7(a) Loan Program

Administered through the U.S. Small Business Adstiation, this loan program includes
financial help for businesses with special requeata. For example, funds are available for

loans to businesses that handle exports to fomgntries, businesses that operate in rural areas,
and for other very specific purposes.

Small Business Disaster Loans

Administered through the U.S. Small Business Adstiation, this program provides low
interest disaster loans to homeowners, rentersnéases of all sizes and private, nonprofit
organizations to repair or replace real estatesqel property, machinery & equipment,
inventory and business assets that have been ddmadestroyed in a declared disaster.

Small Business Microloan Program

Administered through the U.S. Small Business Adstiation, this loan program provides
small, short-term loans to small business concanadscertain types of not-for-profit child-
care centers. The SBA makes funds available taapedesignated intermediary lenders,
which are nonprofit community-based organizatioitt wxperience in lending as well as
management and technical assistance. These intiamesdnake loans to eligible
borrowers. The maximum loan amount is $50,000Hiaverage microloan is about
$13,000.

Small Business Surety Bond Program

Operated by the U.S. Small Business Administratilois, program can guarantee bid
performance and payment bonds for contracts uf.@b$million for small businesses that are
unable to obtain bonds through regular commertiahoels.
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Solid Waste Disposal and Site Cleanup Grants

Administered through CalRecycle, this program exiseiands directly for cleanup or
emergency actions, providing loans to responsiatégs who demonstrate the ability to repay
state funds or provide matching grants to localegoments to assist in remediation of
environmental problems at landfills.

State Small Business Loan Guarantee Program

Administered through California Business Transgaitaand Housing Agency, this program
makes direct loans and provides loan guaranteekettacs of credit through private financial
institutions to small businesses.

The Diesel Emissions Reduction Program

Administered through U.S. EPA, this grant and lpargram was created to promote diesel
emission reductions. As stipulated, 70 percenheffunds are to be used for national
competitive grants, with the remaining 30 percéioicated to the states through thate
Clean Diesel Grant and Loan Program.

The PLACE Program for Off-Road Vehicles (formerly On-Road Heavy-Duty Vehicle Air
Quality Loan Program)

Administered by the California Air Resources Bodrde PLACE Program for Off-Road
Vehicles is loan guarantee program available féradd vehicle owners needing assistance for
financing retrofits, repowers and replacementsrgdany applicable compliance deadlines.

Tire Equipment Loan Program

Administered through CalRecycle, this program paesgiloans to California tire manufacturers
and processors for the purchase of equipment titlddewused to produce tire-derived material
and products.

Tire Recycling, Cleanup, and Enforcement Grants

Administered through CalRecycle, this program palesiseveral different grant programs
available to local governments for the purposeieérting tires from landfill disposal by
promoting markets of recycled-content productsyel as for enforcement and cleanup.

Used Oil Recycling Grants

Administered through CalRecycle, this program palesiseveral different grant programs
available for assisting local governments, nonpemitities, and other parties for activities that
encourage appropriate disposal and recycling ad ode

USDA Business and Industry Direct Loan Program

Operated by the U.S. Department of Agricultures giiogram provides loans to private parties to
be used for improving, developing, or financingibass and industry, creating jobs, and
improving the economic and environmental climateuiral counties.

88



Resources for Local Governments and Economic Dev@ment Corporations

California Community Economic Revitalization Team (CERT)
Administered by the California Resources Agencig fintogram provides links to Federal and
State grant and loan programs.

California Infrastructure and Economic DevelopmentBank (I-Bank)

The I-Bank was created in 1994 to promote econaevitalization, enable future development,
and encourage a healthy climate for jobs in CalitarThe I-Bank has broad authority to issue
tax-exempt and taxable revenue bonds, provide ¢ingrto public agencies, provide credit
enhancements, acquire or lease facilities, anddgeeState and Federal funds.

Economic Development Administration (EDA)
Administered by the U.S. Department of Commerce HEBA provides various economic
development and public works related grants thraeight EDA programs.

Goods Movement Emissions Reduction Program

Administered by the California Air Resources Bodhils program is a new partnership between
the ARB and local agencies (like air districts,tppand transportation agencies) to quickly
reduce air pollution emissions and health risk ffoeight movement along California’'s trade
corridors. Local agencies provide financial inceasi to owners of equipment used in freight
movement to upgrade to cleaner technologies.

Public Works Development Facilities Program

Administered by the U.S. Department of Commerds, ghogram provides grants to help
distressed communities attract new industry, eragribusiness expansion, diversify local
economies, and generate long-term, private seais. |

Infrastructure

Airports Financial Assistance Division
Administered by the Federal Aviation AdministratifAA), this Division provides Airport
Improvement Grants to public agencies, distriats], authorities.

Airport Improvement Program
Administered by the Federal Aviation Administrati@A), this program provides grants for
airport projects.

Border Environment Infrastructure Fund

Administered by the North American Development Bahls fund facilitates financing for the
development, execution and operation of environaienfrastructure projects in the U.S.-
Mexico border region by combining grant funds wahns or guaranties for projects that would
otherwise be financially unfeasible.

California Certified Local Government (CLG) Grants
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Administered by the Historic Preservation Fund,iaimum of 10% of the state's annual
allocation is passed through to local governmemtsnd the Certified Local Government Grants
(CLG). Community Development Block Grants may Bedias a local match for federal grants
such as CLGs

California Department of Boating and Waterways

This Department offers several loans for the dgualent of marinas, expansion and/or
improvement of boating and ancillary facilities gahle to the public, and for construction of
new small craft harbors or expansion of existingrieg facilities.

California Heritage Fund — Proposition 40

Administered by the California Cultural and Histali Endowment, funding supports projects
that help to preserve and demonstrate culturadjyicant aspects of life throughout California
history including architecture, economic activiiag, recreation and transportation.

California Infrastructure and Economic DevelopmentBank (I-Bank)

The I-Bank www.ibank.ca.goy has broad authority to issue tax-exempt andolaxa@venue
bonds, provide financing to public agencies forasfructure, provide credit enhancements, and
acquire or lease facilities.

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

Community Development Block Grant (CDBG) Program

Administered by the California Department of Hogsand Community Development, this
program provides funding for economic developmeajgets, public infrastructure
improvements, as well as housing, community anchba@lfare related projects and activities.

Community Facilities Loan Program
Administered by the U.S. Department of Agricultutgs program provides loans for public
community facilities in rural areas and towns.

Federal Transit Administration - Capital Grant Prog ram
Administered by the Federal Transit Administratitms program provides grants to assist with
the financing of capital projects that will benefie country's transit systems. The three
categories of projects are:

« Bus and bus-related facilities;

« Modernization of fixed guideway systems; and

« Construction of new fixed guideway systems andresites.

Federal Transit Administration - Metropolitan Planning Program

Administered by the Federal Transit Administratitims program provides financial assistance,
through the states, to Metropolitan Planning Orgaindns to support the costs of preparing long-
range transportation plans required as a condaf@mbtaining Federal Capital Program and
Urbanized Area Formula Program grants for transijgets.
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North American Development Bank - Loan and GuarantyProgram

Administered by the North American Development Bahls program provides direct financing
or loan guarantees for environmental infrastrucprogects within 100 kilometers of the U.S.-
Mexico border. Projects must involve potable waterstewater treatment, municipal solid
waste, or related areas. Borrowers may be fronpalhdic or private sector.

North American Development Bank - Institutional Deelopment Cooperation Program
Administered by the North American Development Bahls program assists public utilities
within 100 kilometers of the U.S.-Mexico borderachieving effective and efficient operation of
their water, wastewater treatment, municipal soiggte, and related services.

Pollution Prevention Incentives for States Grants Fbgram

Administered by the U.S. Environmental ProtectiayeAcy, this program provides grants for
state, tribal and regional programs that addressatiuction or elimination of pollution across
all environmental media: air, land, and water.

Public Telecommunications Facilities Program

Administered by the U.S. Department of Commerds, ghogram provides matching grants for
equipment that disseminates noncommercial educdtaomd cultural programs to the American
public.

Public Works Development Facilities Program

Administered by the Department of Commerce, thigymm provides grants to help distressed
communities attract new industry, encourage busiegpansion, diversify local economies and
generate long-term, private sector jobs. Amongypes of projects funded are water and sewer
facilities primarily serving industry and commereegress roads to industrial parks or sites: port
improvements; and business incubator facilities.

Technology Opportunities Program

Administered by the U.S. Department of Commerads, ghogram provides matching
demonstration grants to help develop informatidrastructures and services in rural as well as
urban areas.

Transportation and Community and System Preservatia Pilot Program

Administered by the U.S. Department of Transpastatthis program provides grants to
investigate the relationship between transportadioth community and system preservation and
private sector-based initiatives.

USDA - Telecommunications Program
Administered by the U.S. Department of Agriculturgs program provides financing to
promote the construction of telecommunicationsastiructure in rural areas.

USDA - Farm Bill Broadband Program

Administered by the U.S. Department of Agriculturgs program is designed to provide loans
for funding, on a technology neutral basis, for¢bsts of construction, improvement, and
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acquisition of facilities and equipment to proviai®adband service to eligible rural
communities.

USDA — Community Connect

Administered by the U.S. Department of Agricultutes program serves rural communities
where broadband service is least likely to be abéel, but where it can make a tremendous
difference in the quality of life for citizens. ifble areas include a single community with a
population less than 20,000 which does not havadivand Transmission Service.

USDA - Distance Learning and Telemedicine Program

Administered by the U.S. Department of Agricultutee Distance Learning and Telemedicine
Program provides loans and grants for advancedaeimunications technologies that provide
enhanced learning and health care opportunitiesifat residents.

USDA - Water and Waste Programs

Administered by the U.S. Department of Agricultéteral Development, the program provides
loans to develop water and waste disposal systemsal areas and towns with a population not
in excess of 10,000. Loans are available to Igogkernments, tribes and nonprofits.

USDA - Technical Assistance and Training Grants

Administered by the U.S. Department of AgricultéReral Development, the program provides
grants to nonprofit organizations to provide techhassistance and training to associations on a
wide range of issues relating to the delivery ofewand waste water.

USDA - Solid Waste Management Grants

Administered by the U.S. Department of Agricultteral Development, the program provides
grants to public and private nonprofit organizasidéor providing technical assistance and
training to associations to reduce or eliminatéypimin of water resources and improve planning
and management of solid waste facilities. Thgsagnce is available to towns with a
population not in excess of 10,000.

USDA — Community Water Assistance Grants

Administered by the U.S. Department of AgricultéReral Development, the program provides
assistance to rural communities that have hadrefisignt decline in the quantity or quality of
drinking water. Grants are available to rural araad towns with a population not in excess of
10,000.

USDA — Water Circuit Rider Technical Assistance

Administered by the U.S. Department of AgricultéReral Development, the program provides
technical assistance for the operation of rurakwaystems. The assistance is provided through
a contract with the Rural Utility Service (RUS).s#stance can be requested by officials of rural
water system or the RUS.

U.S. Department of Commerce - Public Works Developant Facilities Program
Administered by the Department of Commerce, thigypmm provides grants to help distressed
communities attract new industry, encourage busiegpansion, diversify local economies and
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generate long-term, private sector jobs. Amongypes of projects funded are water and sewer
facilities primarily serving industry and commereegress roads to industrial parks or sites: port
improvements; and business incubator facilities.
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Appendix |

Foreign Trade Zones Located in California

Foreign Trade Zones (FTZs) are areas where googdeanported without submitting to all
U.S. Customs rules or tariffs. They are intenadedromote U.S. participation in trade and retain
domestic employment that might otherwise go toigpreountries. These zones are established
by the federal government with companion stateistauthorization. California has 17 general
purpose FTZs out of 234 zones in the U.S.

Zone Name and Contact Information Subzones Dedidata Single Firm| Location
FTZ No. 3 San Francisco 3A Lilli Ann San Francisco
Grantee: San Francisco Port Commission3B Chevron

Pier 1, The Embarcadero 3C Tesoro Refining

San Francisco, CA 94111
Peter Dailey (415) 274-0400
Fax (415) 274-0528

FTZ No. 18 San Jose 18E Space Systems/Loral, Inc. San Jose
Grantee: City of San Jose 18F Lam Research Corp.

Office of Economic Development

San Jose City Hall, 200 E. Santa Clara Street

San Jose, California 95113

Joseph Hedges (408) 535-8186

Fax (408) 292-6719

joe.hedges@sanjoseca.

WWW.Sjeconomy.com

FTZ No. 50 Long Beach 50C National RV Los Angeles/
Grantee: Board of Harbor Commissioners56fD Datatape, Inc. Long Beach
the Port of Long Beach 50E Alps Manufacturing

P.0O. Box 570, Long Beach, CA 90801-05B0F Rauch Industries

Larry Ditchkus (562) 590-4162 50G Shell Oil Products

Fax (562) 901-1739 50H BP West Coast Products LLC

501 Valero Energy Corporation
50J Ricoh Electronics, Inc.

50K Eastman Kodak Company
50L Michelin North America, Inc.
50M Conair Corporation

FTZ No. 56 Oakland 56A Mazda San Francisco
Grantee: City of Oakland Operator: Pacific

American Warehousing & Trucking Co

9401 San Leandro St., Oakland, CA 94603

Linda Hothem (510) 568-8500

Fax (510) 568-4483

Ichothem@pacamgroup.com

FTZ No. 143 West Sacramento 143A C. Ceronix Sandisco
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Grantee: Port of Sacramento 143B Hewlett-Packard

1110 West Capitol Avenue 143C Gymboree Corporation
West Sacramento, CA 95691 143D Grafil, Inc.

Mike Luken (916) 371-8000

Fax (916) 372-4802

mikel@cityofwestsacramento.org

www.portofsacramento.com

FTZ No. 153 San Diego 153C DNP Electronics San Diego
Grantee: City of San Diego 153D Callaway Golf Company

202 “C” St., MS 4A, San Diego, CA 92101153E National Steel & Shipbuilding

Adrienne Turner (619) 236-6364 Co.

Fax (619) 533-3320
ATurner@sandiego.gov

FTZ No. 191 Palmdale Los Angeles/
Grantee: City of Palmdale, Economic Long Beach
Development, 38250 North Sierra Highway,

Palmdale, CA 93550

David Walter (661) 267-5125

Fax (661) 267-5155

FTZ No. 202 Los Angeles 202A 3M Los Angeles/
Grantee: Board of Harbor Commissioners2if2B Chevron USA, Inc. Long Beach
the City of Los Angeles 202C ConocoPhillips

425 South Palos Verdes Street 202E Sony Electronics, Inc.

San Pedro, CA 90731
Masa Morimoto (310) 732-3843
Fax (310) 547-4643

FTZ No. 205 Port Hueneme 205A Imation Corporation Port Hueneme
Grantee: Board of Harbor Commissioners,

Oxnard Harbor District

Port of Hueneme, P.O. Box 608

333 Ponoma St., Port Hueneme, CA 93044

Will Berg (805) 488-3677

Fax (805) 488-2620

FTZ No. 226 Merced, Madera & Fresno Fresno
Counties

Grantee: Board of Supervisors of the Cot

of Merced

2507 Heritage Drive, Atwater, CA 95301

Patty Hymiller (209) 385-7686

Fax (209) 383-4959

phymiller@co.merced.ca.us

www.ftz226.co.merced.ca.us

FTZ No. 231 Stockton 231A Medline Industries, Inc. San Francisco
Grantee: Port of Stockton

P.O. Box 2089, Stockton, CA 95201

Steve Escobar (209) 946-0246

Fax (209) 463-2362

sescobar@stocktonport.com
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FTZ No. 236 Palm Springs
Grantee: City of Palm Springs
3200 East Tahquitz Canyon Way
Palm Springs, CA 92262

Cathy Van Horn (760) 323-8175
Fax (760) 322-8325
cathy.vanhorn@palmspringsca.gov

FTZ No. 237 Santa Maria

Grantee: Santa Maria Public Airport District
3217 Terminal Drive, Santa Maria, CA
93455

Gary Rice (805) 922-1726

Fax (805) 922-0677

FTZ No. 243 Victorville 243A Black & Decker Corp.

Grantee: City of Victorville

14343 Civic Dr., Victorville, CA 92392
Collette Hanna (760) 243-6324
CHanna@oci.victorville.ca.us
www.victorvillecity.com

FTZ No. 244 Riverside County 244A Skechers USA, LLC
Grantee: March Joint Powers Authority

P.O. Box 7480, Moreno Valley, CA 92552

Lori M. Stone (951) 656-7000

Fax (951) 653-5558

FTZ No. 248 Eureka

Grantee: City of Eureka, California
Office of the City Manager

531 K Street, Eureka, CA 95501-1165
Marie Liscom (707) 441-4215

Fax (707) 441-4209

FTZ No. 257 Imperial County

Grantee: County of Imperial

Department of Planning and Development
Services

801 Main St., El Centro, CA 92243

Jurg Heuberger (760) 482-4236

Fax (760) 353-8338

FTZ No. 276 Kern County

Grantee: County of Kern Department of
Airports

3701 Wings Way, Suite 300
Bakersfield, CA 93308

Teresa Hitchcock (661) 391-1818

Fax (661) 391-1801
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