EXECUTIVE DEPARTMENT

STATE OF CALIFORNIA

EXECUTI VE ORDER W 27-92

WHEREAS, California state governnent takes an active role in encouraging the
devel opnent of new industry and supports existing in-state firns to ensure a
st abl e enpl oyment base and future enpl oynent growth opportunities; and

VWHEREAS, a nunber of in-state firns conduct export sales business with foreign
countries, many of whominpose offset requirements on U S. firns as a condition of
sal e: and

WHEREAS, offsets are defined as an obligation, assunmed as a result of a sale
of products or services to a foreign custonmer, whereby a percentage of the
contract price is returned to that country through a range of industrial and
conmer ci al conpensation prograns; and

WHEREAS, the State of California, by virtue of its purchase of goods and
services containing foreign content, has the opportunity to claimforeign purchase
of fset credits for assignnent to conpani es engaged in export sales; and

WHEREAS, foreign purchase offset credits generated by the State can reduce
of fset obligations by firns, thereby providing the opportunity to keep work and
enpl oyment within the state;

NOW THEREFORE, |, PETE WLSON, Governor of the State of California, by virtue
of the power and authority vested in nme by the Constitution and statutes of the
State of California, do hereby issue this order to beconme effective i mediately:

A, PROGRAM STRUCTURE

1. Executive Order W19-91 established the California State O fset Program
This order supersedes Executive Oder W19-91.

The California State Offset Programis hereby established and will be
adm ni stered by the California Department of Commerce (Commrerce) and will
be supported by all California state purchasing agenci es. The program was
established to obtain offset credits for products and services with
foreign content procured by the State of California. The offset credits
will be allocated by Commerce to California conpanies with potential or
exi sting of fset obligations.

The State's purchasing agencies, |led by the Departnent of Genera

Servi ces, shall request potential vendors to identify the foreign content
of their goods and services. Such information shall be sought but have
"no preferences, no penalty" on procurenent decisions.

Commerce, working with state purchasing agenci es, shall devel op | anguage
to be inserted into all procurenent documents which shall request that
state contractors donate to Conmerce the foreign content of any goods or
services purchased by the State. The Departnent of Commerce shall al so
devel op guidelines to establish mni mumthresholds at which of fset
requests will be triggered.
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Comrerce will match offset credits donated by state contractors with
California conpani es having existing or potential offset obligations.
Commer ce shall assign the offset credit to the California conpany which
scores the nost points, based upon the criteria bel ow

CALI FORNI A CONTRACTOR | NFORMATI ON DATA BASE

1. Commerce will establish and maintain an infornmation data base contai ni ng
all relevant information necessary for Conmerce to allocate offset
credits.

Each participating conpany shall be responsible for ensuring that the
i nformati on they supply for the data base is current and correct.
Information to be provided will include:

(a) Nane, address, and phone nunber of conpany requesting the of fset
(Company), contact person and title;

(b) Country where the offset is needed;

(c) An identification of the Conpany as a prine contractor or
subcontractor;

(d) Date by which the offset nmust be satisfied or fulfilled;

(e) Information as to whether the Conpany has submtted a bid or received
a contract froma contracting country;

(f) Nunber of enpl oyees enployed in California;

(g) Oiginal anmount of obligation for which offset credits are being
requested from Commerce, anount of offset credits still required, and
the time remaining to fulfill the obligation;

(h) Nunber of California person-years enployed on the program and

(i) Any other itens required by Conmerce.

STATE ALLOCATI ON FOR | NTENDED PROCUREMENT

The State shall assign foreign offset credits to eligible California
busi nesses in accordance with the follow ng:

The Conpany has an existing or potential offset obligation.

Those eligible California businesses with existing obligations shall take
precedence over California businesses with potential obligations.

Al location of offset credits to contractors shall be based on criteria
such as: date by which obligation nust be net; California program

enpl oynent, value of the obligation conpared to avail abl e of fset; whether
a Company has received other offsets fromthe State for the sane program
of fset requirenents; and other criteria as determ ned by Conmerce.

FOREI GN NEGOTI ATl ONS

It is the responsibility of the Conpany to negotiate with the foreign
governnent as to the acceptability of the State's offset credit.
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OFFSET CREDI T CONFI REATI ON/ DERI AL

The Conpany will report the foreign governnent's acceptance or denial of state-
generated offset credits to Conmerce, as well as any other information required
by Comrerce. Failure to conply with the requirenents established by Commerce
may result in suspension fromthe program

GOVERNOR S OFFSET ADVI SORY BOARD

The Governor shall appoint the Chair and Menbers of the O fset Program Advisory
Board to assist Conmmerce in inplenmenting the California State O fset Program

Advi sory Board nmenbers will include representatives of the California

pur chasi ng agencies, the California business community engaged in foreign sales
that generate offset obligations and, as an ex-officia nmenber, the Governor's
Trade Representative. The Board shall aid Comerce in formulating policies and
di scussing problens related to the administration of this executive order.

ASS| STANCE OF STATE PROCUREMENT AGENCI ES

The Departnents of Finance and General Services are instructed to issue
Managenent Menps and include provisions in the State Adninistrative Manua

whi ch inplenment this order. Further, these departments are to ensure that al
state contracts, Invitations for Bids, and Requests for Proposal over the
Conmer ce-determ ned threshold dollar anount shall include the follow ng

| anguage:

"The State of California, in cooperation with California industry, has

devel oped a program whereby the State of California intends to assign the

of fset credits associated with the foreign content of their purchases to a

Cal i fornia conpany whi ch has offset conmitnents in that foreign country, for
use as full or partial satisfaction of the California conmpany's offset
obligation in that country. The supplier agrees to support the California
conpany inits claimfor offset credit and provide assistance to the California
conpany, provided that the supplier does not plan to utilize the credits for
its own benefit."

IN WTNESS WHERCF | have hereunto set ny hand
and caused the Great Seal of the State of
California to be affixed this 9th day of
April 1992.

Governor of California

ATTEST:

Secretary of State




