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MISSION:

To promote and operate the City of El Paso’s Foreign-
Trade Zone, creating jobs and investment opportunities for
companies that take advantage of the zone’s customs duty

savings, elimination of federal excise taxes and logistical
efficiencies.

GOALS:

As a public agency, FTZ No. 68’s working principles of
efficiency, accountability and service, imparts the core
of the 2009 goals:
Provide duty and tax savings to US companies
engaged in international trade at an FTZ site.
Serve as a one-stop shop for the international trade
community that is accessible and located within US
Customs airport jurisdiction.
Provide value added services to businesses utilizing
the FTZ.
Coordinate FTZ target markets with the region’s
economic development efforts
Help facilitate and expedite international trade
Conduct promotional projects to enhance public
awareness of FTZ benefits and international trade
opportunities in El Paso.
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ANNUAL REPORT
FOREIGN-TRADE ZONE NO. 68
El Paso, TX
Oct. 1, 2007-Sept. 30, 2008

PART I. SUMMARY OF ACTIVITY — ZONE PROJECT

The City of El Paso as Grantee/Operator of Foreign-Trade Zone (FTZ) No. 68 is operated through
the Aviation Department also known as El Paso International Airport (EPIA). The administrative
responsibilities of FTZ No. 68 are carried out by the staff of FTZ No. 68 which is housed at the
International Trade Processing Center (ITPC) at EPIA’s Air Cargo Facility. Its centralized location
at the airport serves as a multi-modal hub for trade in the region. The ITPC is known as the only
one stop shop for international trade along the US-Mexico border, bringing together the services of
US Customs & Border Protection (CBP) and FTZ No. 68 under one roof, and also provides
assistance and guidance to importers and exporters as well as the general public on importing to
the US. In this role, FTZ No. 68 focuses on a department priority which is a regional economic
development. The ITPC is located at 501 George Perry, ) )
suite 1, El Paso, TX 79906. The CBP staff provides [REUZANCECERERE GRS
clearance on all in bond shipments under airport jurisdiction, [ESCIIIIR:T{e NS ETE [elsR{ele]
which includes transshipments from other ports via truck, air, [R{oIgR{eIg=Ile[aMIaI/=Iigal=ToIaT ol =]
or rail. CBP’s services cover airfreight, in bond [REEEeR

merchandise, air passenger clearance, Private Air, General
Order, bonded warehouse, and Foreign-Trade Zones. The
FTZ No. 68 staff is overseen by the Foreign-Trade Zone Manager. The zone's primary
responsibilities’ include:

Ongoing FTZ support services (i.e., auditing, recordkeeping, Customs compliance, billing &
reconciliation reporting, FTZ Operations training), and activations and alterations to active
Users,

Coordination of applications to the FTZ Board, and assistance to newcomers on international
trade;

Liaison with federal agencies, referrals to US federal agencies regulating some aspect of
international commerce, and to intermodal linkages (i.e., air cargo, rail and truck).

Measurable Progress

FTZ No. 68 utilizes quantitative and qualitative indicators such as: Number of jobs created or
retained, dollar value of goods moving through the zone, exports from the zone, dollar investment
from FTZ activity to the region, number of customs violations, number of training seminars
provided, and number of audits completed (see table below for quantitative and qualitative
indicators). These indicators are useful in preparation of a strategic marketing plan that is updated
annually.

FTZ No. 68 also uses as part of the City’'s annual budget process, these indicators as performance

measures, which are tracked internally by the City's Office of Management and Budget, and the
Aviation Department.
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Quantitative and Qualitative Indicators FY 2008

Number of jobs retained as a direct result of the zone 910
Dollar value of goods moving through the zone $2,683,141,617
Dollar value of Exports from the zone $437,136,513
Investments made by FTZ businesses this year $9 million
Number of Customs violations -0-
Number pf FTZ training seminars offered to trade 6
community

Number of audits completed 8

The zone’s staff also conducted a survey this year to determine customer satisfaction. The survey
was disseminated to all FTZ clients, in which a majority of them responded. The survey asked
respondents questions on areas of improvement for the FTZ, customer service, and comments on
logistical savings. The survey gave very positive feedback on customer service by FTZ staff, and
benefits of using the zone.

Developments/trends in shipments/activity, and factors affecting growth

Today, FTZ No. 68 is a gateway to Mexico, and the US Mid-West region, offering immediate
access to a major border land port of entry, an
international airport with air cargo services,
interstate highways and rail transportation. The
zone receives merchandise that arrives from all
modes of transport to El Paso and that requires
special handling or is subject to some regulatory
constraints that may prohibit its entry into the US.
Importers have benefited from having a zone that
can hold merchandise that must be re-exported
or manipulated to ensure quality control before its
forwarded to its customers or entered into the
commerce of the U.S.

On a monthly basis the zone sees about 70% of inbound shipments coming from Mexico via El
Paso’s international bridges. While the other 30% comes by rail, truck and air cargo from various
US ports of entry. Thus playing a critical role in providing logistical solutions to importers and
exporters in the El Paso region.

Improvements in zone services and facilities during the year or planned for the near future
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In the spring of 2008, the zone went live with
the Electronic admission process. Automation
for inbound shipments has provided another
level of service to the trade community that is
expected to create more interest as the zone
sees an increase in its volume of activity due to
time and travel savings. The zone staff has
also received training on use of this technology
to better serve companies that wish to make
the transition to E-214 use. It is expected that
in 2009, E-214 transactions will be almost 50%
of all admissions into the zone. The only set
back has been that direct inbound shipments
from Mexico cannot take advantage of the
Electronic admission until Customs does some
programmatic upgrades to ACE which is
expected to accept electronic permit to transfers for truck carriers crossing into the US from land
border ports.

In 2009, due to the increase in volume and services on export assistance and information and
referral from local businesses pursuing international market, the ITPC reception area will undergo
some improvement that will provide additional security and comfort to visitors.

Promotion and Marketing Efforts

The Grantee of FTZ No. 68 has forged alliances with several economic development stakeholders
to increase awareness of the zone. The zone’s staff participated in various promotional events
and tradeshows. Participating tradeshows included the Borderland Tradeshow, an industrial
manufacturing tradeshow in El Paso from March 11-12, 2008. EPIA and FTZ No. 68 organized
and sponsored the US-Mexico Trade and Logistics Conference from March 20-21, 2008 with over
160 attendees. EPIA also sponsored Logistica 2008—a regional logistics tradeshow in Cd. Juarez,
Chih. MX that was held on August 28-29, 2008. Zone staff also participated at the Texas Customs
Brokers Association Annual Conference from September 25-27, 2008 in El Paso.

FTZ No. 68 worked with its economic
development partners to improve awareness of
the zone. The FTZ Manager participated as a
member of the Manufacturing Cabinet, created
by the Mayor of El Paso as part the El Paso
Economic Development Lyceum to come up with
projects that enhance manufacturing
opportunities in the El Paso region. In addition,
EPIA has memberships with the Border Trade
Alliance, the US-Mexico Border District Export
Council, West Texas New Mexico Customs
Brokers Association, and representation on the
board of directors of the National Association of
Foreign-Trade Zones.
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The zone organized several FTZ Operations training seminars during the year with more than 40
participants. This 1% day seminar is attended by representatives of the customs broker community
and is required of all new FTZ Users.

Summary of general-purpose zone activity

The zone has continued to see a steady increase in volume activity and demand for FTZ training
from the international trade community. In 2008, the total value of merchandise handled in the
zone reached $2,683,141,617. The total value of merchandise handled is the combination of the
value of merchandise received $1,390,098,901 and the value of the merchandise forwarded
$1,293,042,717. Merchandise received in domestic status was valued at $189,769,703.93 while
exports from the zone accounted for $437,136,513.

A large majority of the FTZ clients (about 95%) handled goods related to global supply chains in
the El Paso/Juarez region. A small portion (5%) of FTZs used the zone for restricted merchandise
or to store merchandise for duty deferral purposes that was non-maquiladora related. A majority of
FTZ business was handled through the Zone's eight public FTZ warehouses. The
Grantee/Operator maintains a listing on the website of the public FTZ warehouses that offer other
logistics services. Below is a complete list of the activated public and private FTZ companies in El
Paso’s General-Purpose Zone:

Blueberry Confections, Inc. - ProTrans International, Inc.

BRK Brands, Inc. - Robert Bosch Corp.

Electrolux Home Care Products, Inc. - Scientific-Atlanta, Inc.

Maple Chase Co. - Seton Co.

Foster Electric - Shure Brothers

Futaba Corp. of America - Span America Austin, Inc.

Hartec, Inc. - Stagecoach Cartage & Distribution, LP
Inabata America - TMX Logistics, Inc.

Kintetsu World Express, Inc. - Trans-Expedite, Inc.

Morrison Express - UPS Supply Chain Solutions

Pedraza Customhouse Brokers
Employment within the activated zone area

The zone has continued to see new users and small businesses that utilize it. Merchandise coming to
the zone arrives by air cargo, railroad, and by truck via El Paso’s international bridges and from more
than 20 other US Customs ports.  During this past year, there were twenty-one companies that had an
activated facility in El Paso’'s general-purpose zone. This activity, generated more than 900 jobs
directly related to FTZ No. 68 operations, and another 1,800 jobs were indirectly related to zone
operations. These jobs encompassed business management, logistics, customs brokerage, assembly
and kiting, warehouse operations, and administrative support functions.

FTZ impact
The FTZ has been a catalyst attracting business investment to El Paso. Most of this investment is
through land and building purchases or leases, equipment and furniture. Existing FTZ companies have

invested over the year a total of $9,126,082 in the El Paso community. This dollar amount does not
include investments from prior years.
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There was a total of 1,234,288 square feet of activated space, while total occupied space was 2,326,130

square feet.

The zone's impact on international trade can be seen in the next table illustrating the top trading
countries of the zone. China leads the list of major trade partners. The strong linkage between the zone

and magquiladora operations in northern Mexico is
formed through the admission of foreign parts and
components that are stored and manipulated, and
later transferred for export to Mexico for assembly.
Finished goods are also admitted to the zone
because they do not quality for NAFTA benefits
and can take advantage of operational efficiencies
that the FTZ offers. Multi-national companies
used the zone to source goods from over 100
countries as part of their global supply chain.
Thus, acting as a magnet to stimulate investment
and increase international trade through El Paso.

Top Ten Trading Partners by Value
of Merchandise Received

China (Mainland) $608,494,733.89
Mexico $124,308,047.26
Japan $97,890,524.52
Korea $74,523,337.87
Taiwan $63,519,237.97
Philippines $32,428,899.08
Costa Rica $16,080,982.31
Hungary $8,975,585.38
Poland $6,784,534.48
Vietnam $4,914,995.99

PART Il. USE OF ZONE BY BUSINESS FIRMS (General-Purpose Zone)

A. The zone served 31 business firms during fiscal year 2006-2007. Of these, 18 used the zone on
a continuous basis, employing up to 910 persons, 910 of whom were full-time employees.

B. Companies utilizing the general-purpose zone conducted manipulation, destruction, warehousing,
storage and one that had manufacturing activity in the general-purpose zone. The zone saw 30
manipulations permits and 4 destruction permits issued. Below is a summary of the manipulation
activity:

Automotive

and label.

General-Purpose Zone
Manipulation & Manufacturing Authorized Activities

Open cartons and confirm serial numbers; sort and inspect for quality
control; verify quantity and quality; and inspection of components; repack

Consumer electronics

Electrical and visual inspection and quality control inspection; affix labels
and repack. Exhibit finished goods, test, clean, package and re-package.
Test and repair modules. Production of vacuum cleaners.

Electrical components

Open cartons to replace bar code labels; open skids and take out cartons
and label. Inspect, analyze, test, calibrate, measure, sample, photograph,
clean and repack. Re-pack damaged/crushed cartons.

General merchandise
labels.

Verify contents and serial numbers; open cartons to place bar code and

Home appliance Bar code labeling.
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PART Ill. MOVEMENT OF MERCHANDISE (General-Purpose Zone)

The zone handled 591 different items from 123 countries of origin, compared with 475 items from 100
countries during the preceding fiscal year.

A. Merchandise in the Zone at Beqginning and End of Fiscal Year

Beginning Value* Ending Value
Domestic Status $6,250,677.92 $31,556,170.81
Foreign Status $68,579,313.45 $140,330,004.39
Total: $74,829,991.37 $171,886,175.20

B. Movement of Merchandise

Movement Value

Received:

Domestic Status $189,769,703.93
Foreign Status $1,200,310,796.92
From Other US FTZ's: 18,399.75

Domestic Status
Foreign Status

Total: $1,390,098,900.60
Forwarded:

To The U.S. Market $847,025,650.45
To Foreign Countries (Exports) $437,136,512.86
To Other U.S. FTZ'’s $8,880,553.46
Total: $1,293,042,716.77

Explanation of Discrepancies
*Beginning value is increased by $6,250,677.92 due to adjustments in domestic value not
reported in 2007.

C. Value Added
There was no added value this fiscal year.

D. Main Cateqories of Foreign Status Merchandise Received (Top Five)

Category Value Main Countries of Origin
Consumer Electronics $615,040,602.66 | China, Korea, Mexico
Electronic Components $268,226,122.77 | China, Korea, Japan
Automotive Components $127,914,836.97 | Japan, China
Smoke Detectors $94,715,878.77 | Mexico
Base Metals $5,247,902.13 | China, Taiwan
Textiles $3,443,128.82 | Japan, Korea
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E. Foreign Status Merchandise Received:

Nonprivileged Foreign $980,322,559.96
Privileged Foreign  $14,577,139.41

F. Customs duties collected on merchandise entered from the zone during the fiscal year amounted
to $2,105,198.15.

PART IV. PHYSICAL FACILITIES — AVAILABLE AND ACTIVATED

A. Butterfield Trail contains Butterfield Trail Industrial Park which is located adjacent to El Paso
International Airport and its air cargo complex. The industrial park contains 1,065 acres and has
about 77 buildings with the highest number of activated companies, and is the original site of the
zone. The park offers all the amenities such as utilities, wide-paved streets, railroad spurs, attractive
landscaping and code compliant buildings, with convenient access to air cargo. In 2006, 475 acres
was added at the air cargo complex containing two cargo buildings each with over 135,000 square
feet, and Butterfield Trail Industrial Park Il which is under development at this time. The Lower
Valley designated parcels consists of eight industrial parks located close to the Ysleta port of entry.
The industrial parks in the lower valley are also modern facilities similar to Butterfield Trail.  This
area encounters the highest volume of FTZ activity. Its proximity to the port of entry has brought
about much industrial development. The East Site is made up of about 10 parcels that are in close
proximity or contiguous to one another. Most of the area has been developed in the last 14 years
and is estimated to have over 55 buildings. This area has tremendous potential for industrial
development due to its easy access to I-10 and Loop 375. The Central Site contains Copperfield
Industrial Park, which is a modern industrial park with a mix of office, commercial and industrial uses.
There was one activated facility at this site. The park is centrally located, in close proximity to the
airport. The Northeast Site contains two parcels contiguous to one another. The area being
developed with much housing and is located furthest from El Paso’s international bridges. Currently
there is no FTZ activity in this site. As a result, FTZ No. 68 activity has seen a concentration of
industrial and international trade activity in Sites 1, 2 and 3 due to their proximity to the border, easy
access to the highway system, and EPIA’s air cargo complex.

Site No. Site Name Size (in acres) Facilities Available Activation Status
Site 1 Butterfield Trall 1,065 Developed and planned 8 activated
industrial park and air facilities
cargo complex
Site 2 Lower Valley 797 Developed industrial areas 5 activated
facilities
Site 3 East Region 1,356 Developed industrial areas 7 activated
facilities
Site 4 Central Region 130 Developed industrial area | 1 activated facility
Site 5 Northeast Region 95 Developed industrial area No activated
facilities
3,443

Please see the appendix for map of FTZ sites. Map is for illustration purposes only.
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B. Zone Schedule. In accordance with §400.42(b), a zone schedule is available for public inspection at
the offices of the grantee/operator. The most recent revisions took effect August 29, 2006. The
zone schedule is also available online at: www.elpasotexas.gov/ftz/

PART V. SUBZONE ACTIVITY
There is no subzone activity in FTZ No. 68.

PART VI. PHOTOGRAPHS

Various photographs have been included throughout this annual report, providing a clear depiction of the
zone’s activity and the region.

PART VII. ZONES AND SUBZONES AUTHORIZED BUT NOT YET IN OPERATION

Honeywell Security and Controls is expected to be activated in FTZ No. 68 within site 3 by January 2009.
This User will operate a distribution facility for industrial and commercial security devices manufactured
by an affiliated plant. Their facility will add about 82,000 square feet to the zone and employ over 70
personnel.
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