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Luz y Fuerza del Centro Faced an Untenable Financial Situation President
Calderon

Mexico City.- This morning, President Felipe Calderén Hinojosa met with
leader of the Institutional Revolutionary Party, Beatriz Paredes Rangel, as
well as Governors of Coahuila, Humberto Moreira Valdés; Chihuahua, José
Reyes Baeza Terrazas; Durango, Ismael Hernandez Deras; Nuevo Ledn,
Rodrigo Medina de la Cruz, and Tamaulipas, Eugenio Hernandez Flores;
and Senators Francisco Labastida Ochoa, Carlos Lozano de la Torre, and
Deputies Sebastidn Lerdo de Tejada Covarrubias and Baltazar Manuel
Hinojosa Ochoa.

The President was accompanied by Secretaries of the Interior, Fernando Goémez Mont; Finance and Public
Credit, Agustin Carstens Carstens; Public Security, Genaro Garcia Luna; Energy, Georgina Kessel
Martinez, and Labor, Javier Lozano Alarcon, as well as Director General of the Federal Electricity
Commission, Alfredo Elias Ayub.

During the meeting, President Felipe Calderdn told the governors, legislators and President of the PRI about
the situation regarding the closure of Luz y Fuerza del Centro. In particular, he mentioned the causes that led
to the decision, the development of events and the objectives pursued through this measure.

The Mexican president said that closure is called for when a public organization faces an untenable financial
situation in which its operating costs are nearly twice its income, meaning that the decision is based on
technical and economic reasons. The aim is to improve the electricity service in the center of the country, for
the benefit of the region's users and economy.

He said that the measure will have a positive impact on public finances, since the subsidy for Luz y Fuerza del
Centro proved increasingly burdensome for the state.

President Felipe Calderdn listened to comments from both the governors, legislators and the leader of the
Institutional Revolutionary Party.

The President expressed his willingness and that of his government to listen to the proposals regarding the
measure and what PRI representatives and those of other parties can do in the future.




Speech given by the Secretary of Foreign Affairs, A mbassador Particia
Espinosa Cantellano, during the luncheon offered by the Governor of
Chiapas to the Diplomatic Corps accredited in Mexic 0

San Cristobal de Las Casas, Chiapas.- Honorable Juan Sabines Guerrero,
Governor of Chiapas; Mrs. Isabel Aguilera de Sabines; His Excellency Nouhad
Mahmoud, Ambassador of the Lebanese Republic and dean of the honorable
Diplomatic Corps; Honorable ambassadors andrepresentatives of the countries
and international organizations accredited in Mexico;

Ladies and gentlemen:

R e/
On my own behalf and on behalf of the Ministry of Foreign Affairs, | would like to thank the people and government
of Chiapas and our friend Governor Juan Sabines for their generous hospitality. It fills me with pride to say that this
land has welcomed you as we Mexicans always welcome our friends, with the best that we have to offer: with
affection and smiles, and with joy and food and music with which to fill our hearts.

You have been in the magnificent prehispanic city of Palenque, the pride of Mexico and the world. You have been in
the rural city of Nuevo Juan de Grijalva and in Chiapa de Corzo, and today you are in this magic city with its tranquil
streets and quiet ways. In all of these places, you have been witnesses to the vast and very diverse cultural legacy
that we Mexicans have received, which is so evident in this great state.

In its handicrafts, its colorful traditional clothing, its gastronomy, architecture and people, Chiapas and Mexico
demonstrate the great cultural wealth of the country and its determination to achieve the full and fair development of
all of its inhabitants. Regarding the development agenda, | would like to mention one of the topics we discussed this
morning in an emergency Cabinet meeting with President Calderén.

Our discussion dealt with the closing of the state-run company, Luz y Fuerza del Centro, that was announced last
night. This decision was taken after an objective analysis of the economic and technical condition of the company,
and in strict accordance with the pertinent legislation. Before taking the decision to dissolve this public company, the
federal government made many attempts to increase its productivity and improve the service it provided through
various agreements with the union, without success. This largely explains why the deficit of Luz y Fuerza del Centro
increased year after year.

| would like to share just a few statistics with you that explain why the situation at Luz y Fuerza del Centro had
become unsustainable. Spending at Luz y Fuerza del Centro is almost double its sales: from 2003 to 2008, it had
sales of $235.738 billion pesos compared to costs of $433.290 billion pesos (including electricity purchased from the
Federal Electricity Commission).

The company has labor costs of 240 billion pesos, of which only 80 billion went to its current employees, while 160
billion went to its retired workers. In percentage terms, Luz y Fuerza del Centro loses almost three times more
energy than the Federal Electricity Commission. In June of 2009, Luz y Fuerza del Centro lost 30.6% of its energy.
No company with this percentage of loss can be considered efficient.

In 2008, Luz y Fuerza del Centro lost 32.5% of the energy it bought or generated for sale. The estimated value of
these losses totaled almost 25 hillion pesos, or 52% of the company’s total income from sales.

Ladies and gentlemen,

| would like to emphasize that this decision is based on law and on an objective analysis of the company’s condition.
It goes without saying that the labor rights of the Luz y Fuerza del Centro employees will be fully respected and that
they will be compensated in accordance with the collective labor contract, the federal labor law and other applicable
laws.
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The federal government will strive to compensate the workers as soon as possible and it will guarantee payment of
the pensions granted to the company’s workers. In addition, all of the unionized workers who volunteer to receive
their compensation before November 14, 2009, will receive an additional amount in proportion to the amount of their
compensation.

Furthermore, the federal government will take steps to facilitate the swift reentry of the Luz y Fuerza del Centro
employees into the job market by providing training courses and guidance to help them use their compensation
wisely; by hiring the workers needed to provide electric services and through self-employment and business-
creation programs. | repeat, the government’s decision has been guided at all times by its desire to protect the
public interest and it is in keeping with the needs of the national economy. Dissolving Luz y Fuerza del Centro will
make it possible to:

Reduce the high cost to taxpayers of sustaining a company with low standards of quality and efficiency; Channel
public resources that until now have been used to subsidize the company to social priorities; Guarantee that
consumers are charged strictly in accordance with their usage of electricity; Improve the electrical infrastructure and
the quality of service in order to promote growth and facilitate the opening of companies, factories and businesses in
central Mexico while improving their competitiveness, thereby creating more and better jobs.

Closing Luz y Fuerza del Centro does not imply in any way that the electric utilities are being privatized. The service
will continue to be provided by the state as established by the Constitution and the Law of Public Service of
Electrical Energy. By taking this step, the federal government renews its commitment to making the fundamental
changes that the country needs.

Honorable ambassadors and esteemed friends:

In a globalized world, the interdependence of alln  ations is an undeniable fact. = Mexico believes in strong
international cooperation that helps us to overcome together our shared challenges in the areas of peace, security
and development. We need development that reaches all societies. We need education, health and housing for all,
opportunities that allow all individuals to develop their talents and capabilities for their own benefit and for the benefit
of their families and the entire community of human beings.

| invite you to toast to the peace and prosperity of the noble people of Chiapas, of Mexico and of all of the societies
that are represented here today. Thank you.

NOTE ON THE LIQUIDATION OF LUZ Y FUERZA DEL CENTRO

Mexico City.- Today, the Federal Power published in the Official Gazette a decree that,
pursuant to Article 16 of the Federal Law of Parastatal Entities, extinguished the
decentralized organism Luz y Fuerza del Centro, due to the fact that its operation is no
longer appropriate for the national economy and for public interest.

The decree states that the Management Service and Property Disposal Department (SAE),
a decentralized body of the Federal Public Administration, will act as the liquidator of Luz y
Fuerza del Centro and will intervene immediately to take control and dispose of all assets of
the organism. Also it will apply appropriate measures to ensure that assets that are
necessary for public service, for the delivery of electricity are destined to that matter, as proposed by the Electricity
Public Service Act.

/

The decree requires the respect of labor rights of employees of Luz y Fuerza del Centro and the allowance amounts
shall be as provided by the Collective Bargaining Agreement and the Federal Labor Law. Also, the Federal
Government will guarantee the payment of retirement benefits granted to workers.

This measure does not imply under any circumstance the privatization of the electric power service. On the contrary
the State will continue to provide this service as how the Constitution demands. The Ministry of the Interior, in
exercise of the powers conferred by law, shall at all times guard the constitutional order and government institutions.




Interior Secretary Explains that Closure of Luzy F  uerza del Centro is
Strictly a Legal Measure

Mexico City.- -DR. LUIS ESTRADA: Thank you. Good afternoon.

Interior Secretary Fernando Gémez Mont

-SECRETARY FERNANDO GOMEZ MONT: Good afternoon, ladies and gentlemen.
We have opened up this forum for you to maintain a permanent flow of information on
the closure of Luz y Fuerza del Centro.

For the benefit of public opinion and given that certain members of the Mexican
Electricians' Union and other stakeholders have made certain statements this
morning, we feel it would be useful to clarify the following:

Firstly, as we pointed out yesterday, the closure of Luz y Fuerza del Centro is a
strictly legal measure that complies with the Federal Law on Parastate Organizations.
All the legal formalities and rules for issuing this decree were complied with. The
President therefore sustains and will sustain the legality of the measure. Article 16 of the Federal Law on Parastate
Organizations permits the closure of decentralized firms and organisms when their operation is no longer required for the
national economy or public interest. Verification of the legal causes was followed by the closure of Luz y Fuerza del
Centro. For its part, Article 15 of the law indicates that closure of decentralized organizations requires the same
formalities as those for its creation.

Luz y Fuerza del Centro was created by a Presidential Decree published in the Diario Oficial de la Federacion on
February 9 1994. Its closure will therefore be achieved by a similar instrument. When this decentralized organization was
created, like all parastate firms it was subjected to the Federal Law of Parastate Entities, which stipulates the causes and
formalities that must be followed for its closure. It should be noted that in the procedure for closing Luz y Fuerza del
Centro, all the formalities required by the national legal order for these purposes were complied with, including the
proposal to separate it from the state through closure put forward by the sector coordinator, the Energy Secretariat.

The favorable verdict of the Inter-Secretarial Commission on Public Spending, Financing, and Separation from the state.
The proposal was submitted to the President by the Secretariat of Finance and Public Credit. The Top Auditors of the
Federation acknowledged the problems of Luz y Fuerza del Centro, as a result of which, on the occasion on the report on
the result of the review and taxation of the Public Accounts 2006, it issued the recommendation entitled, “Evaluation of
obligations derived from the work assets belonging to Luz y Fuerza del Centro,” in which it recommended that the Energy
Secretariat coordinate with the Secretariat of Finance and Public Credit to evaluate the suitability of drawing up studies
that support the possibility of proceeding in the terms of Article 16 of the Federal Law of Parastate Organizations.

It would be pointless if the recommendation were submitted to the Energy Secretariat, unless the Auditing considered that
the application of Article 16 of the Federal Law of Parastate Organizations would be within the sphere of the Executive
Branch, in other words, that it was up to the latter to determine its closure.

Lastly, due to the untenable situation of Luz y Fuerza del Centro, the legality of the decree and the fact that the President
will be scrupulously respectful of workers’ rights, we have offered workers a permanent channel of communication to allow
them to express their views institutionally, channel conflict through dialogue and jointly produce alternatives for this new
stage in the history of the public system of the Mexican electricity service.

-DR. LUIS ESTRADA: Thank you secretary. We are going to accept six questions which, | understand, have already been
formulated. The first one is from Brenda Herrera, from Radio Mil.

QUESTION: Good afternoon, Secretary. Brenda Herrera, from Enfoque.

| would like to ask you, Mr. Secretary, about the fact that legislators are already talking about promoting a constitutional
controversy in response to this decree published on Sunday morning. A comment on that.

-SECRETARY FERNANDO GOMEZ MONT: The President is and will be respectful of the procedures stipulated in the
Constitution.

| have said that we have supported and will continue to support the legality of the measure. We put forward our argument
and will do so in the procedural spaces that are useful for the effects of this discussion.

-DR. LUIS ESTRADA: Thank you, the second question is for Claudia Flores from Televisa. Claudia.
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-QUESTION: Good afternoon, Mr. Secretary. The National Union of Workers has already warned that there will be
mobilizations and that there may even been a general strike to support the electricians. And | would like to know if there
have been any reports on attempted sabotage, that you know of. Thank you.

-SECRETARY FERNANDO GOMEZ MONT: So far | have not heard reports of sabotage. The authorities have dealt with
the everyday or regular problems that imply the satisfactory provision of service by the Federal Electricity Commission.
And in this respect, we hope that all the parties will act in accordance with the law. Society demands that we all behave in
a peaceful, respectful and serious fashion, in which we acknowledge each other with decorum and respect. | repeat, we
have provided a channel of communication, a table for dialogue that will ensure that workers' rights are duly respected
and that Federal Government will do all it needs to do to attract suggestions on production and work that will help relocate
workers from the now defunct Luz y Fuerza del Centro company.

-DR. LUIS ESTRADA: Thank you. The third question is from Félix Mufiiz, from Radio 13.
-QUESTION: Yes, Mr. Secretary, | would just like to ask you whether the habeas corpus would proceed in this case.
Workers are talking about resorting to a habeas corpus rather than a controversy.

-SECRETARY FERNANDO GOMEZ MONT: It is not up to us to decide whether a habeas corpus is admissible in this
case. It is up to the federal judges that receive the corresponding lawsuits. We hold that what we have done adheres to
the Constitution and the law and to the spirit of the Constitution and the law.

What does that mean?

We have acted in response to the problems experienced by Luz y Fuerza del Centro. Given the obligation to ensure the
proper management of the taxpayers' money, which is the result of their work, ingenuity and investment and which is
given to government to achieve various goals, such as alleviating poverty, providing public security and public health.
These resources must be carefully looked after and in this sense, workers' rights must be respected. In this case, Federal
Government has offered to respect workers' rights as a result of their dismissal. The Collective Work Contract
acknowledges the right to redundancy pay and the benefits due to closure included in the Collective Work Contract.

It is also obliged to promote other types of opportunities, options and ways to employ these workers in both the public
electric service sector and the economy in general.

DR. LUIS ESTRADA: Susana Hernandez, from Milenio.

-QUESTION: Good afternoon. | would like to ask whether sorting out the finances of Luz y Fuerza del Centro will mean
passing on the cost to users and eliminating the current subsidy or whether the government guarantees that there will not
be an increase in rates and also ask them what can be done in response to the social unrest reflected in mobilizations in
the street.

-SECRETARY FERNANDO GOMEZ MONT: Government has said that it will maintain public rates, and not make any
changes due to this situation.

It has been said that taxpayers’ money, through taxes or electricity rates, has been used to subsidize Luz y Fuerza del
Centro to an unacceptable degree. The point is for the grid to be run more efficiently, to achieve a level whereby it will not
have to be supported in an extraordinary fashion as it has been in recent years, and that this may depend on its own
operation, which must be profitable and efficient, in order to provide public service.

In other words, so that its running is financed by users' payment, as happens in the rest of the country.
What we cannot have is a difference in the provision of electricity in the center of the country, different from the rest of the
country, because there is no reason why this support should be provided.

-DR. LUIS ESTRADA: Thank you.
-QUESTION: Could electricity rates rise?

-SECRETARY FERNANDO GOMEZ MONT: You would have to ask the Secretary of Finance and Public Credit. It will not
alter the public rate policy of the services provided by the state for this purpose.

-DR. LUIS ESTRADA: Thank you, Susana.

-QUESTION: But isn't there a risk of social unrest?
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-SECRETARY FERNANDO GOMEZ MONT: The Mexican state and all the citizens are committed to maintaining and
widening the institutional channels of communication to overcome our differences.

When the country experiences difficult moments, the authorities make decisions that will lend visibility and a future to the
government's main obligations to the weakest and to citizens. It is in this sense or context that measures are taken. We
are making an honest, serious, committed effort to maintain and strengthen institutionality in Mexican life. Although this is
mainly government's duty, it is the duty of all of us. The spaces exist. Nowadays in Mexico democratic freedoms are
respected and there spheres for expressing discontent and establishing channels of communication and dialogue in order
to resolve our differences.

We are peace-loving people and we wish to consolidate peaceful means in this country because of what | believe, in this
respect, and because of Mexico's antecedents and its capacity to progress in its history; the institutional spaces for
handling the conflict of differences are guaranteed.

-DR. LUIS ESTRADA: Edith Gémez, from W Radio.

-QUESTION: Good afternoon, Secretary. Yesterday, during his conciliatory, trusting address to the workers and union
said that he is going to hire most of them back. Today, the Labor Secretary used a threatening tone towards workers who
do decide to accept redundancy pay in a short time.

Where are we heading? Do we need the threatening tone the Labor Secretary used today to get through this difficult
situation?

-SECRETARY FERNANDO GOMEZ MONT: The point is that government has made the workers an offer to give them
more money than the law and collective contract stipulate that they are entitled to if they accept voluntary redundancy. It is
an incentive to them to be clear about their redundancy pay. It will give them an extraordinary amount that will enable
them to cope with future situations as well as possible. It is a stimulus, an incentive.

And | would like to add that | have been told there are centers for redundancy pay. You can consult either the Internet or
call 01-800. The Internet page is www-Ifc.gob.mx and the phone number is 01-800-80105589. | think it is 589, there are
consultations so that workers can find out how much redundancy pay they are entitled to. The consultation does not
commit them to anything, they are not expressing their agreement if they consult the website. The point is for them to
have all the information to be able to make their decisions.

It is important to avoid disinformation, which is why we are making a huge effort to inform workers of the alternatives and
make a decision based on this. It is our obligation to open up these spaces and decision so that they can make a decision
on the basis of their interests, which are crucial in this respect. In the last analysis, what's important are the interests of
each worker.

-DR. LUIS ESTRADA: Thank you, Secretary. The last question. Eduardo Castillo, from AP.

-QUESTION: What | would like to know is whether Federal Government has detected any other paraestatal or state entity
or organization that is financially and operationally inefficient, like Luz y Fuerza.

-SECRETARY FERNANDO GOMEZ MONT: Government continuously uses methods to improve the productivity and
efficiency of the productive organizations in the public sector. We tried with Luz y Fuerza del Centro for a long time. We
arrived at this solution after trying to solve the problem of Luz y Fuerza del Centro for a long time. The union itself is partly
responsible for the management and diagnosis of the problem. The union interfered with the administration and the
capacity to modernize Luz y Fuerza del Center was hampered by the rate and lack of productivity of the union in works to
modernize it. They took three times longer and it cost them far more than the Federal Electricity Commission.

The analysis we have given society is that of a comparison between one public firm and another. It is not a different
analysis between one public firm and another and the results of the two are quite different. In the case of the Federal
Electricity Commission, we have made significant progress in productivity and responsibility regarding the provision of
service, which is why its operation is fully guaranteed. It is not deficient and it does not have to be subsidized by additional
resources from taxpayers. That is the performance and results we aspire to in providing electricity in the center of the
country.

-SECRETARY FERNANDO GOMEZ MONT: Thank you very much for your presence. It is very important at this time.

We will be in constant communication. The situation, believe me, means that we will see each other more frequently over
the next few days, which has happened ever since | became Secretary. Thank you.




Mexican and US Presidents Agree to Continue Working on Common
Challenges in Coordinated Fashion

Mexico City.- The Presidency reports that President Felipe Calderon received
a telephone call from his U.S. counterpart Barack Obama thanking him for the
letter he sent him on Friday congratulating him on winning the Nobel Peace
Prize 2009. During the conversation, the two leaders took the opportunity to
confirm their commitment to continue working in a coordinated fashion on the
joint challenges faced by both countries and the region, particularly as regards
fighting organized crime and promoting economic growth and social
development.

Ambassador Jorge Montafo is Elected to the UN Inter  national Narcotics
Control Board (INCB)

Mexico City.- This afternoon in New York, Ambassador Jorge Montafio was elected as a new
member of the International Narcotics Control Board (INCB) during the renewed session of the
United Nations Economic and Social Council (ECOSOC).

The INCB, with headquarters in Vienna, is comprised of 13 members elected by the UN
ECOSOC to serve the board in their personal capacities rather than as governmental
representatives. Three members with medical, pharmacological or pharmaceutical experience
are elected from a list of nominees presented by the World Health Organization (WHO), and ten
members are elected from a list of individuals presented by the member governments.

The government of Mexico applauds the success of the candidacy of Ambassador Jorge Montafio, who was
elected in the first round of voting with 40 votes. In second place was the Romanian candidate with three
votes, while the Tanzanian candidate obtained one vote. The large number of votes cast for the Mexican
candidate demonstrates the international community’s recognition of the Mexican government'’s fight against
illicit drug trafficking and its related crimes, the goal of which is to strengthen security within Mexico and keep
drugs away from our children and youths.

Ambassador Montafio will be serving in a personal capacity. His broad experience will help the INCB to fulfill
its mandate. As a member of the INCB, Ambassador Montafio will participate in the process of determining and
correcting the deficiencies of national and international drug control systems in order to assure, among other
goals, that there are sufficient supplies of drugs for medical and scientific purposes and that these drugs are
not diverted for illicit uses. Ambassador Montafio has had a distinguished career as a member of the Mexican
Foreign Service. He has been Mexico’s permanent representative to the United Nations; ambassador to the
United States; and the titular expert of the Multilateral Evaluation Mechanism for drugs of the OAS’ Inter-
American Drug Abuse Control Commission (CICAD). He has also held high-level posts in the Foreign Ministry.

Ambassador Jorge Montafio studied law and political science at the National Autonomous University of Mexico
(UNAM), and received master's and doctoral degrees in political science from the London School of
Economics. Jorge Montafio will finish the term left vacant by the Mexican, Maria Elena Medina-Mora, Director
of Epidemiological and Psychosocial Research of the National Institute of Psychiatry. The Mexican government
acknowledges and appreciates her important work during her years as a member of the INCB.

The International Narcotics Control Board (INCB) is an independent, quasi-judicial expert body established by
the Single Convention on Narcotic Drugs of 1961 to promote government compliance with the provisions of the
international drug control conventions. It was created in 1968 by merging two bodies that dated from the era of
the League of Nations.




Baja California: Land of Plenty
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Finding the right place to start or to expand a business is not easy. There might be many
choices but very few have what Baja California offers to investors: utilities, facilities and
human resources are part of the appeal that has set the Mexican state as one of the best
alternatives for companies seeking to get closer to the NAFTA and Asia-Pacific markets.

Baja California is one of the most important states in Mexico
when it comes to competitiveness, business opportunities and
economic development. Closely bonded to the North American
and Asian markets, it surely is an attractive alternative for
international corporations and investors looking for highly
qualified work force along with solid infrastructure and utilities, as
well as a wide industrial park platform connected to railway and

road systems.

Located on the northwestern corner of the country, on the border line with the United States, Baja California
used to be a “Federal Territory” until 1952 when it became a state with a 44,735 square mile surface -3.57% of
the country’s total surface-. The state also benefits from a wide variety of terrain, from sandy beaches to high
mountain forests, from one of the hottest deserts to the Sea of Cortés -the “world’s aquarium” according to
marine biologist Jagcues Cousteau- and five counties: Rosarito, Ensenada, Tecate, Tijuana and Mexicali.

The state shares a 233 kilometer (140 miles) border with California and a 32 kilometer (20 miles) border with
Arizona. It holds a coastline close to one thousand miles (1,555 kilometers) on the Pacific Ocean and the Sea
of Cortés. Thus, Baja California is an excellent entrance gate for the NAFTA market, as well as the closest
Mexican state to Asia, with direct flights from Tijuana to Japan and China, a solid port infrastructure in
Ensenada and many other competitive advantages.

Outstanding talent

Baja California has a series of “vocations” defined and reinforced since the early 1960s, when the first
American textile and electronic maquilas settled on Baja’s soil yielding one of the best and highly qualified
workforces in Mexico. According to the state Ministry of Economic Development, Baja California’s work force
and industrial growth are ten years ahead than the rest of the country, because of bigger sophistication and
high technology industrial processes, as a result of decades of maquila operations, attracting companies with a
higher degree of added value on their processes.

“Our workforce is highly qualified. Both national and international investors have come here lured by the quality
of the state’s human resources, from line operators to engineers. It is a proven fact that our engineers are
better qualified,” states the Minister of Economic Development of Baja California and former Dean of the
Autonomous University of Baja California (Universidad Autbnoma de Baja California, UABC), Alejandro
Mungaray.

Undersecretary of promotion Eugenio Lagarde coincides: “We stress the importance of our human resources
as one of the bestworkforce levels in Mexico. Due to its long history of industrial operations, Baja California is
an appealing choice for companies in need of trained and highly qualified employees, already available for
upcoming companies and investment projects.”

Therefore, the state government is working hand on hand with industrial sectors and local universities and
colleges, fostered with a private fund that promotes a school-industry liaison, to keep on placing Baja California
as one of the most attractive states for investors from all over the world in Mexico, with both material and
human resources.

There are excellent colleges in Baja, both private and public, such as the UABC, the Center for Technical and
Superior Studies (Centro de Ensefianza Técnica y Superiores, CETYS) and several technologic institutes that
have become excellent sources of capable and trained workforce.




Baja California: Land of Plenty

Prepared for development

Development of human resources in the state is strongly linked to its industrial and economic progress. For
more than forty years, Baja California has been the point of destination for many international companies,
hosting a wide array of ever growing complex processes and developing infrastructure on which many of the
most important companies of the world rely.

Since the early years of maquila operations, back in 1960, there has been a solid development of industrial
infrastructure in the state. Today, there are 84 industrial parks and zones in Baja California, hosting individual
production plants and entire clusters, equipped with services and utilities, some of them with railway facilities
and located next to major highways that connect them directly to border crossing points. Industrial
infrastructure has been favored with availability of water and energy supply and with a constantly growing
logistic infrastructure.

Bilateral agreements between Mexico and the United States guarantee a constant yearly water supply of about
6 million cubic feet, which might grow to 7.2 million cubic feet, depending on the water flow of the Colorado
River. There are geothermal and thermoelectric generation plants of the Federal Electricity Commission
(Comision Federal de Electricidad, CFE), which guarantee a constant power supply. Besides, two private
power plants from Sempra Energy and Intergen, also supply the local and foreign markets. Railroad cargo
service is provided by a Mexican American joint venture reaching destinations within the NAFTA market, as
well as six border crossing points, with special programs for faster crossing times.

Ensenada seaport is the closest Mexican port to Asia. Among its destinations are: South America, Hong Kong,
Japan, South Korea, Singapore and Australia. Tijuana International Airport is the only Mexican air connection
to Narita, Japan and Shanghai, China, being a three-hour drive from Long Beach Seaport and Los Angeles
Airport.

Undergoing Projects

With an Economic Development Policy, jointly defined with the business and academic sectors, state and
federal governments have taken the promotion well beyond the state’s established vocations, promoting new
investment projects, such as:

» Punta Colonet cargo seaport intended to connect up to 64 destinations in 28 countries.

» 10,000 acre Silicon Border Science Park.

» Multimodal Railroad Terminal, which will connect Baja with the rest of the USA and Mexico border cities.
» Ensenada International Airport.

 Las Palmas sustainable college community.

La Rumorosa is an aeolian energy park, which aims to supply electricity to the city of Mexicali. With five turbo
power generators, each one producing 2 Megawatts in an initial stage, La Rumorosa is the beginning of a new
venture for Baja California: sustainable energy projects, taking advantage of the strong winds of up to 50 miles
an hour, in the mountain area of Tecate County. It is expected that international investors will turn around and
look at the region as an open field for sustainable energy production and for many other energetic projects to
become this state’s “next big thing.”

Punta Colonet, about 60 miles south from Ensenada, aims to become an alternative to Long Beach. The
project, which might detonate as a multimillion-dollar business, is still open to financial propositions from
investors. Situated in Mexicali, along the western border of the US and Mexico, Silicon Border Science Park
will improve upon the world’s leading technology parks to meet the sophisticated operational requirements and
workforce demands of semiconductor supply chain operations. With a cost structure favorably comparing to
Asia, Silicon Border is an advanced manufacturing complex designed to support technology clusters.

Even in times of crisis, as the one currently affecting the world, Baja California is a good choice for investors
and corporations looking for infrastructure, communications, workforce, utilities and other advantages. With
important names such as Sony, LG, Panasonic, Honeywell, Sunrise Medical, Cardinal Health, Toyota,
Kenworth, Shelby, Perry Scientific installed, forming some of the strongest clusters in Mexico, the
Northernmost Mexican state keeps growing.




Baja California: The Route to Mexican Wine
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Although its production is not in large quantities, the Baja California region, made up of

T four valleys, houses wine-producers that have placed the name of Mexican wines in the
world map.

Mexico produces wine since Colonial times, but it was just a bit over a decade ago
that its national broths began to be recognized due to their quality, and to gain an
important place on the wine lists of the best restaurants in the world. The national
wine industry lives the height of a recognition process in which almost 300 prizes,
won in the past ten years in several international competitions, are the best letter
of introduction for Mexican wine-producers, established mainly in the border state
of Baja California.

“The boom that we have seen in the last few years, where new companies are producing small volumes and
letting their brand name be known, has contributed to Mexican wine gaining ground in the national and
international markets”, says Fernando Favela, general director of Chateau Camou, established since 1994 in
the Valle de Guadalupe, one of the four valleys in the Baja California region. Right after the Spanish conquest,
the history began to be written with the grape cultivation, encouraged by the missionaries. After the Spanish
crown prohibited wine production in New Spain to avoid competition with the old continent, the tradition fell and
it was only in the missions that they kept producing their broths.

It was until 1920 that wine production was turned on again and companies emerged by 1948 were already
organized in a National Association of Wine-Growers (Asociacion Nacional de Vitivinicultores, ANV). Mexico'’s
entrance to the General Agreement on Tariffs and Trade (GATT), in 1986, marked the beginning of a new
stage. Before that date, practically all the wine that was consumed in Mexico was national, but of poor quality,
because in spite of the kindness of the Bajacalifornian soil, graced with a Mediterranean climate, the adequate
technique for the cultivation of the grape and wine production were not used.

With the entrance of international wines, the Mexican market got to know better quality
and set aside national wine, which caused the closing of many wine-producing
companies. Out of an existing 100, nearly 90 closed down, tells Hans Backhoff,
founder of Monte Xanic, the wine-producer that marked the change of an era for
Mexican wine, and president of the Winemakers Association of Baja California
(Asociacion de Vinos de Baja California, AVBC).

Monte Xanic arrived in Valle de Guadalupe at the same time that the Mexican border was opened for wines
from other countries. Instead of loosing faith because of the competition, its founders held on to the idea of
producing quality wine. “We started to do things in a different way, to produce less wine but of good quality;
we introduced French barrels, started to have very controlled crops, used new techniques, like harvesting at
night, and top of the line machinery like membrane presses and other very modern systems. At the beginning
nobody believed it, but all of a sudden they noticed that Monte Xanic was producing quality wine and selling its
production”, remembers Backhoff.

The winery’s philosophy not only attracted new companies, but also the older ones, the traditional winegrowers
that produced in great quantities but with lesser quality, ventured as well in the production of premiere wines.
Santo Tomas, the veteran of the area, established in 1888, introduced imported grape varietals, like
Tempranillo, incorporated new technology and hired professional enologists for the creation of wines that
nowadays win prizes all over the world. L.A. Cetto, established in 1928, did the same with a wine list that
ranges from the inexpensive to the most sophisticated.

At the beginning of the 1990s, the history of Baja California’s wine started to rewrite itself. During that time, 23
out of 40 winegrowers that are currently registered in the Association of Wines of Baja California were
established.
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“Suddenly we were at another stage of maturation. For starters, the local government recognized the potential
of the Valle de Guadalupe when they noticed that the production of wine attracted tourism. Soon, a group of
small winegrowers started to develop. That’s more or less were we are now, in the enthusiastic phase, in the
recognition phase, in the phase of the discovery that the wines produced here are capable of competing with
outside wines”, points out Backhoff.

Even though the national production only covers about 40% of the country’s wine demand —
mainly due to the fact that the winegrowers have preferred not to sacrifice quality for quantity—
, the presence of Mexican brands has spread not only in Mexico, but in the rest of the
American continent, Europe and Asia. According to information of the National Association of
Wine-Growers, Mexican wines are sent to Germany, Belgium, Denmark, Slovenia, Spain,
France, Netherlands, England, Ireland, Iceland, Italy, Lithuania, Norway, Czech Republic,
Russia, Switzerland, Canada, Cuba, United States, India and Japan.

The valleys of Baja California: Guadalupe, Santo Tomés, San Vicente and San Antonio de las Minas, make up
what is today known as the Wine Route, where visits to the vineyards are offered, as well as educational tours,
along with the possibility of eating in quality restaurants, buying natural regional products, and even staying the
night at some of the vineyards’ facilities.

Fiestas de la Vendimia (Wine Harvest Feasts), which take place every year during the month of August, attract
more visitors every time and the artistic and cultural events that are organized in the various wineries, sell out
in advance. Wine “is an industry that naturally attracts tourism; but a different kind of tourism, one that has a
certain curiosity for getting to know not only the place that they are visiting in the wine region, but also the way
of life of those who live there. It is a tourist with a certain degree of education and who wants to know
everything that has to do with wine”, asserts Favela.

Backing up the valleys
Not only local businessmen, but also foreigners who give the region its cosmopolitan character are backing up
the possibilities of Mexican wine.

That's the story of Adobe Guadalupe, established in 1997, whose hacienda, designed
by the architect Nassir Haghighat, stands out not only because of its beauty, but also for
the quality of their bed & breakfast service and for having wines made by the most
recognized enologist of the region: Hugo D’Acosta who, after 12 years of working with
Santo Tomas, established his own wine house, Casa de Piedra, located in the Valle de
San Antonio de las Minas.

The fact that D’Acosta accepted to collaborate with Adobe, is one of the many happy coincidences that made
Donald and Tru Miller settle in the Valle de Guadalupe, after the loss of their 20-year-old son in a car accident.
“He was studying in Washington, DC, and loved Mexico; he had Mexican things in his house, even an image of
the Virgin of Guadalupe; he learned to speak Spanish when he was on vacation. When we heard that there
was wine in the Valle de Guadalupe in Mexico, we knew we had to go”, remembers Tru.

Donald and Tru intended to open a wine house in Napa, California, but the death of their son made them
change their plans: they arrived in Baja, where they were offered a plot of land that seemed perfect for
establishing their own wine-producing house. Tru recounts that her mother sent her savings from Holland and,
when she exchanged the guilders for dollars, it came up to be the exact amount needed to buy the land.
“During two years, things like that would happen time and again; it was always a step ahead of me”, she recalls
excitedly.

The couple later opened the hacienda as a bed & breakfast, and is now also raising horses. Their wines,
christened with the names of the archangels —Gabriel, Serafiel or Miguel, for example—, in honor of their son,
have received several international prizes, but for their founder that is not what is important. Even though the
wines of Adobe Guadalupe are in several cities in the country and in the United States, the house produces
only 6,000 cases a year and is not interested in increasing its production in the pursuit of a larger distribution.
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“There have to be more vineyards every day, but boutique vineyards, because that way
quality is improved a lot. We don’t have to think in terms of large vineyards, because there
is not enough water to maintain them”, assures Tru, for whom the Mexican wine industry is
at its peak.

Almost all the wine-producers of the region share the idea of producing discrete quantities
but with an impeccable quality. As a group, the small wine houses established in Baja
California, produce more than half a million cases a year. Monte Xanic, for example, produces 45,000 cases a
year and Chateau Camou 15,000. But that decision is not contrary to its plans of spreading the reaches of
Mexican wine to other latitudes. “The way to get into the international market is as a group; it's going to be
difficult to get in individually, the effort is diluted. If we manage to have an important group, we can easily get
in”, considers Backhoff.

Growing business

The Aldo Palafox vineyards brought out their first wine in 2006, although the company’s history began in 1999,
with the purchase of 35 hectares in Valle de Santo Tomas, where they planted their first vines in 2003. Their
brand, Marij4, is gaining recognition and has everything ready to go international.

By the time that this incipient wine producer lives its peak, the Baja California wine region could have a local
airport and a larger touristic infrastructure. Currently the Mexican government is investing close to 23 million
usd in the building of a four-lane highway across the so-called Wine Route, and the building of an airport
terminal in the area is being considered in the National Infrastructure Program (Programa Nacional de
Infraestructura).

“Our region must gain better reputation so that the market grows. We have to produce with better quality to be
recognized as a wine region. We also have to equal that quality with the promotion of the product: let ourselves
be known, get into competitions. That is already happening. | have friends who are investing and doing quality
oenology”, asserts Jaime Palafox, founder of the Aldo Palafox vineyards.

The reputation that this winegrower speaks about is won. Currently, Mexican wine is not only in the most
important and more prestigious restaurants in the country, it is also gaining territory in markets such as
California and New York, where it demands its place among the best wines of the world.

Mexico’s Facts of the Week

IT
New Home for a Giant

Motorola has opened its first Engineering Design Centre in Mexico, located in the Technological Research and Innovation Park in Monterrey, Nuevo
Leon. Overall investments in the project infrastructure reached 8 million usd. Motorola’s new R&D centre will focus on engineering activities related to
the company’s Home & Networks Mobility business unit, aiming to boost technological research for new products and services, as well as provide
constant training for Mexican developers to promote local talent.

ELECTRONICS

On the Big Screen

Sony Corporation has formed a strategic alliance with Taiwan’s Hon Hai Precision Industry for the production of LCD TVs for the Americas region.
Based on this agreement, Hon Hai Group will buy 90% of the shares in Sony Baja California and certain production assets related to its Tijuana site.
Such facility will remain a key manufacturing location of Sony LCD TVs.
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IV International Business Meeting
"La Laguna Exporta 2009"
November 19-20, 2009 — Torredn, Coahuila, Mexico

The Pymexporta Laguna Center from the Mexican State of Coahuila, through the Consulate General of
Mexico in San Diego, California, would like to extend to you a kind invitation to participate in the IV
International Business Meeting “La Laguna Exporta 2 009", that will be held on November 19 and 20 in the
city of Torreon, Coahuila.

The main objective of this event is to bring Mexican businessmen from that region with their foreign
counterparts under a scheme of roundtables, to promote international businesses.

The meeting is directed to the following sectors:
Food and Beverages
Marble and quarry
Furniture
Metal-Mechanical
Crafts and Gifts
Automotive and Auto parts
Software

Also, business meetings will be organized to discuss:

* Promotion of Exports

» Promotion of Imports
 Developing joint ventures

» Development of suppliers

* Attraction of foreign investment

The Pymexporta Laguna Center , will support a representative of a purchaser foreign company with 70% of
the air tickets and lodging costs, as well as with 100% of the food costs, through reimbursement, based on the
verification required by the organizers.

For further information contact:

Consul Lydia Antonio
Consulate General of Mexico
1549 India Street
San Diego, CA 92101
Tel: (619) 308-9949
Email: lantonio@consulmexsd.org




