












































































that are selected, DOD will assure the foreign 
source competitors that a waiver of the Buy 
American Act and the gold-flow differentials 
will be granted to the foreign source competi
tor if the procurement conditions noted above 
have been properly met. Offset proposals and 
serious queries relating thereto should be re
ferred to the DSAA Directorate of Opera
tions. 

b. Interdependent Research and Development 

Another area to be considered in possible 
offset arrangements is in conj unction with 
Interdependent R&D projects. The Defense 
Department has been pursuing with its major 
allies a policy of interdependent R&D aimed 
at improving mutual planning and acquisi
tion of our respective national R&D pro
grams, in order to decrease possible duplica
tion and to increase effectiveness of the 
programs. A number of major factors and 
considerations encourage interdependent 
R&D programs. 

(1) The position of the U.S. Govern
ment that our allies must share a large por
tion of the free world defense burden. 

(2) The declining R&D budgets of the 
U.S., which puts a premium on achieving a 
greater R&D return per R&D dollar spent. 
By reducing duplication in R&D programs 
among our allies, greater use of the technical 
resources of the free world can be realized. 
U.S. R&D dollars thereby saved are available 
for other critical R&D areas. 

(3) Significant advances in the techni
cal capability of our allies. Transfer of some 
of this advanced technology and operational 
capability to the U.S. can be accomplished on 
a faster schedule and with less expense than 
through our own duplicated development. 

The Defense Department intends to utilize 
allied developments only in those instances 
where it is clearly advantageous for the U.S. 
to do so. Production of these items, however, 
will be accomplished in the U.S. except where 
special circumstances justify overseas pro
duction. For example, when immediate hard
ware availability is required for operational 
reasons, when the production buy is too small 

Change 14, 15 June 1977 

MILITARY ASSISTANCE AND SALES MANUAL-PART III 

to be economical for new production line 
start-up, or if reciprocal procurement obliga
tions (offset arrangements) make it attric
tive to delay transition from off-the-shelf 
procurement to domestic production. Even in 
these circumstances, offshore procurement 
should be terminated as soon as such reasons 
are no longer controlling. 

c. DOD Procedures in Offset Agreements 

In addition to the overall rules and guide
lines set forth in a and b above, the following 
specific rules will apply: 

(1) Offset agreements include any 
agreement by DOD to purchase items from 
a foreign country in order to offset some 
specific amount or percentage of the foreign 
country's expenditures in the U.S. for U.S. 
defense items. This includes any arrange
ment whereby the U.S. Government, to in
clude the DOD, agrees to assist a U.S. defense 
contractor in some offset associated with a 
direct commercial sale. Such offset agree
ments are entered into only after approval 
by the Secretary or a Deputy Secretary of 
Defense and after approval of the Depart
ment of State in accordance with its defined 
procedures. 

(2) Offset agreements, which mayor 
may not contain specific coproduction ar
rangements, should be negotiated and the 
basic understanding reached prior to the final 
acceptance of the DOD Letter of Offer in 
ordf?.f to include in this Letter of Offer the 
impact, if any, that such agreements may 
have on DOD Price and Availability. This 
procedure will also allow DOD and its con
tractors an opportunity to assess, in advance, 
our ability to fulfill such offset arrangements. 

(3) Offset agreements will include guide
lines concerning any restrictions of accept
ability of competition under the offset from 
foreign government owned or subsidized 
companies. 

(4) On the sale of a particular item or 
items where an offset agreement has been 
reached prior to the signing of the con
tract(s) the offset will not officially begin 
until after the contract(s) have been signed. 
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(5) In the case of offset agreements 
related to specific weapon system purchases, 
the U.S. contractors and associated subcon
tractors which benefit from the sale will 
assume the primary responsibility for ful
filling the offset. 

(6) The foreign firms have the basic 
responsibility for marketing their products 
to DOD and to U.S. industry. 

(7) In the event that an offset agree
ment provides for or involves the export from 
the U.S. of technology or technical data, the 
licensing provisions of the International 
Traffic in Arms Regulations (ITAR) will 
apply. 

(8) In the negotiation of offset agree
ments, ISA/DSAA will be the focal point to 
coordinate the negotiations with the foreign 
country. ODDR&E, Office of General Counsel 
and OASD(I&L) must participate in these 
negotiations and concur with the final agree
ment. After negotiation and execution of the 
offset agreement, OASD (I&L) shall take the 
lead and responsibility for the implementa
tion of the agreement and fulfillment of the 
commitment with coordination of OASD 
(ISA) and DSAA as required. 

(9) The basic policy for procurement 
activities is set forth in the DepSecDef 
memorandum of 15 November 1976, subject: 
General Policy on Purchases by DOD from 
Foreign Sources in Furtherance of Govern
ment-to-Government Offset Agreements. 

13. Release of Technical Data 

a. Approval to Release Technical Data 

(1) All requests for Technical Data 
Packages (TDPs) must be approved by the 
Director, DSAA. Accordingly, all requests 
received by the Military Departments will be 
referred to DSAA for review. TDPs will 
normally not be released unless it has been 
determined to be in the U.S. interest to do 
so and alternative means of meeting 'the 
requirement are considered to be less 
desirable. 

(2) Requests for TDPs normally fall in 
one of two categories : a request for data for 
use in maintaining or operating any items of 
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U.S. equipment, or a request for data for use 
in producing an item of U.S. equipment 
either for the purchaser's own use or for 
sale to third countries. Referrrais of requests 
to DSAA should include the appropriate in
formation relevant to the intended end use 
of the TDP as outlined in paragraphs 13b 
and 13c below. A formal statement in writing 
from the purchaser as to the intended end
use of the TDP must be obtained in every 
case. 

(3) TDPs furnished to foreign govern
ments under the FMS program will be pro
vided on a reimbursable basis only, by means 
of a formal LOA (DD Form 1513) which will 
cover, as a minimum, the full costs for prep
aration, reproduction and handling of the 
TDP in accordance with the pricing policies 
set forth in paragraph XIV A of DOD Direc
tive 2140.1. In addition, if the TDP is in
tended to be used for production purposes, a 
charge for royalty fees in accordance with 
DOD Directive 2140.1, Section XVI will be 
included as a separate line item on the LOA 
unless waived by the Director, DSAA under 
provisions of paragraph 13c below. 

b. Sale of TOPs for Maintenance and 
Operational Purposes 

(1) In the event that a TDP is re
quested for purposes of maintenance or 
operation of an item of U.S. equipment, the 
Military Department having cognizance 
over the item in question will provide to the 
Director, DSAA, the following: 

(a) a copy of all pertinent corres
pondence with the purchasing government; 

(b) a statement as to whether the 
requirement would be met by means of per
tinent DOD instructions, maintenance or 
technical manuals, or other similar publica
tions; 

(c) in-country inventory of major 
end-items requiring maintenance support 
from the requested TDP ; 

(d) information as to classification of 
the TDP and as to proprietary rights in
volved, if any; and, 

(e) the Military Department's recom
mendation concerning the request. 
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(2) In the event that release of the 
TDP is approved, care will be exercised to 
insure that: 

(a) The TDP bears clear identifying 
markings stating any restriction, such as 
classification or proprietary rights, which 
apply. 

(b) The LOA and any other trans
mittal correspondence clearly states that the 
TDP is released for the purpose stated by the 
requesting government, and may not be used 
for production purposes without the prior 
consent of the U.S. Government. 

c. Sale of TOPs for Production Purposes 

(1) In the event that a TDP is requested 
for purposes of producing an item of U.S. 
defense equipment, either for use of the 
purchasing government's own forces, or for 
sale to third countries, the Military Depart
ment having cognizance over the item in 
question will provide to the Director, DSAA, 
in addition to the information outlined in 
paragraphs 13b (1), (4) and (5) above, the 
following data: 

(a) quantity to be produced; 
(b) intended end disposition of item 

to be produced, to include names of third 
country purchasers if item is for third coun
try sale; 

(c) current status of U.S. production 
and stock on hand of item(s) involved; 

(d) U.S. and foreign production his
tory of item for last 5 years; 

(e) future U.S. production plans; 
(f) current U.S. source(s) of supply 

for item; 
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(g) current cost to U.S. Government 
of the item, and whether it is produced in
house or under government contract; 

(h) security classification of item to 
be produced; 

(i) other countries authorized to pro
duce the item; 

(j) impact that sale may have on U.S. 
Foreign Military Sales, and on other pro
grams or projects; and, 

(k) whether intended recipients of 
production have previously obtained the item 
to be produced, and quantities obtained, 
actual or estimated. 

(2) Normally, in all cases where the 
purchasing country intends to use the TDP 
for production purposes, a royalty fee will 
be assessed. This assessment will be done 
in accordance with the following rules unless 
the Director, DSAA, determines that special 
circumstances require a departure therefrom 
in a specific case: 

(a) Where the foreign applicant in
tends to produce the article for "in-country" 

I 

consumption only, a royalty fee of 5 percent 
of the latest or current U.S. unit sale price 
for each unit produced will be charged. 

(b) Where the DOD has specifically 
approved "in-country" production for third 
country sale, a royalty fee of 8 percent of the 
latest or current U.S. unit sale price for each 
unit produced for third country sale will be 
charged. 

(c) The charge for "in-country" con
sumption only may be waived when the for
eign applicant is a current recipient of grants 
under the MAP materiel program. 

(d) Where the item to be produced is 
obsolete and no longer being manufactured 
for· United States Military Departments and/ 
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or is not available in the Military Depart
ments inventories, the 5 percent royalty fee 
for "in-country" consumption or the royalty 
fee of 8 percent where the DOD has speci
fically approved 'in-country" production for 
third country sale may be reduced. The au
thorized sale price will be determined by 
DSAA ih collaboration with ODDR&E based 
on cost of the most similar U.S. items in pro
duction. 

(e) Where the pricing of the TDP is 
subject to an international agreement to 
which the DOD is a party or is otherwise 
bound, the sale will be determined consistent 
with the terms of that agreement. 

(f) Where the item(s) to be produced 
is in long supply in a U.S. military depart
ment inventory, or if the item is being pro
duced in the United States, requests for for
eign production of the item (s) will normally 
be denied. 

(g) In the case of TDPs related solely 
to processes, machinery or other items to be 
used in production, rather than to an end
item itself, and sold separately from a TDP 
for an end-item, the royalty fee will be based 
on the production of the end-item using the 
related TDP. In such cases, the authorized 
production under the TDP and other terms 
and conditions will be specified as in the case 
of TDPs for manufacture of end-items. How
ever, if TDPs for processes, machinery or 
other items related to production-are-sold in 
conjunction with or subsequent to the sale of 
a TDP for manufacture of a related end-item, 
only one royalty will be charged based on 
production of the end-item. 

(h) The Military Department shall 
include on the face of the Letter of Offer and 
Acceptance (DD Form 1513) which sets out 
the royalty fee the following notes: 

1. "The above stated royalty fee 
duction in excess of the above quantity will 
be subject to a recalculation of royalty fee 
and the issuance of a new or amended Letter 
of Offer and Acceptance." 

2. Where the TDP is to be used to 
manufacture items for in-country use only 
add: "The items to be manufactured for in
country use only will not be sold or trans
ferred to a third country without the written 
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consent of the U.S. Government and the ex
ecution of a new or amended Letter of Offer 
for an additional royalty fee." 

3. Where the TDP is to be used to 
manufacture items for third country sale 
add: "The items to be manufactured for 
third-country sale will not be sold or trans
ferred to third countries other than ... (here 
insert country name/names) ... without 
the written consent of the U.S. Government." 

(i) In all cases, care will be taken to 
insure that the TDP bears clear identifying 
markings stating any restrictions, such as 
classifications, which may apply. 

(j) For reporting purposes, the roy
alty fee line on the LOA will be reported as 
code R9D in the 1100 system. 

14. Principles Regarding 
Coproduction Projects 

Defense policy, expressed in DOD Direc
tive 2000.9, dated 23 "January 1974, states 
that initiation of coproduction project agree
ments will be encoumged and supported by 
all elements of DOD under the following 
circumstances: 

a. When they advance the ability of par
ticipating countries to improve their military 
readiness through expansion of their tech
nical and military support capability,' while 
promoting U.S.-allied standardization of mili
tary materiel and equipment thus generating 
uniform logistics support and multi-national 
operational capabilities. 

b. When they directly benefit the U.S. 
through increased capability to support the 
deployment of U.S. forces, strengthen inter
national military operations in times of emer
gency or hostilities, encourage the unitization 
of common military materiel, and improve 
mutual support capability of friendly allied 
nations. 

c. When they supplement and reinforce 
the U.S. FMS program. 

d. When they are in the best interest of the 
U.S. 

A coproduction project may be limited to 
the assembly of a few end-items with a small 
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input of local country parts, or it may extend 
to a major manufacturing effort requiring 
the build-up of capital industries. Coproduc
tion is a program under the aegis of the U.S. 
Government, by diplomatic or DOD agree
ment, either directly through the FMS pro
gram or indirectly through specific licensing 
arrangements by designated commercial 
firms, which enables an eligible foreign gov
ernment, international organization, or desig
nated foreign commercial producer to acquire 
the "know-how" to manufacture or assemble, 
repair, maintain and operate, in whole or in 
part, a specific weapon, communication or 
support. system, or an individual military 
item. 

The "know-how" furnished through co
production programs may in~lude research, 
development production data and/or manu
facturing machinery or tools, raw or finished 
materiel, components or major sub-assem
blies, managerial skills, procurement assist
ance or quality-confrol procedures. Third 
country sales limitations and licensing agree
ments are also included, as required. Thus 
coproduction programs may be limited or 
extensive depending upon the major objec
tives to be attained. 

Coproduction projects may be initiated by 
DSAA or, subject to prior approval of DSAA, 
by the Military Departments, the Military 
Assistance Advisory Groups, and by author
ized representatives of foreign governments 
and international organizations. The cogni
zant DOD co~ponent will ensure appropriate 
coordination will DSAA and furnish technical 
and negotiating assistance as required. After 
such agreements are signed, the appropriate 
DOD component will perform the necessary 
managerial and reporting functions. 

In all cases, as prerequisite, the restrictions 
imposed by Section 42 (b) of the FMS Act 
will be complied with, namely: "No credit 
sale shall be extended and no guarantee shall 
be issued- in any case involvmg coproduction 
or licensed, production outside the United 
States origin unless the Secretary of State 
shall, in advance of any such transaction, 
advise the appropriate committees of the 
Congress and furnish the Speaker of the 
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House of Representatives and the President 
of the Senate with full information regarding 
the proposed transaction, including, but not 
limited to, a description of the particular 
defense article or articles which would be 
produced under license or coproduction, and 
the probable impact of the proposed trans
action on employment and production within 
the United States." 

1 S. Processing Letters of Offer for $2,5 
Million or More or for Major Defense 
Equipment of $7 Million or More 

In compliance with Section 36 of the Arms 
Export Control Act, Congress must be pro
vided with notification of all Letters of Offer 
to sell any defense articles or services for 
$25 million or more, or any major defense 
equipment of $7 million or more, before such 
Letter of Offer is issued. OSD General 
Counsel has determined that the term "Letter • 
of Offer" used in the AEC Act pertains to 
any proposed sale of defense articles or 
services to any foreign government, whether 
or not the initial document (or set of docu
ments) to be used to consummate the sale 
is a DD Form 151;$ or a document bearing 
another name. If a document other than a 
DD Form 1513 is used for this purpose, a 
DD Form 1513 shall be subsequently exe
cuted to conclude the final details of the 
agreement unless an exception is authorized 
by the Director, DSAA. The statutory re
quirement for reporting, as well as the re
quirement for advance notification to Con
gress, extends to any undertaking by the 
Department of Defense to establish an FMS 
transaction. This includes but is not limited 
to FMS transactions embodied in the fol-
lowing: i 

(1) Memorandum of Understanding for : .. Coproduction of military items, : 
• (2) Cooperative Research and Develop- : 
• ment Agreements, and : 

(3) Providing specific items or services • 
under any existing general agreements, such 
as the Engineering Assistance Agreement 
entered between the Army Corps of Engi
neers and the Saudi Arabian Government in 
1965. 
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can be done by providing the following infor
mation for routine cases: 

(a) Description of the nature of the 
service to be performed, together with its 
purpose. 

(b) Statement of where and how the 
services will be performed. 

(c) Statement of the anticipated re
sult when the service is completed, together 
with any information of which the purchaser 
should be aware regarding USG reservations 
or qualificiations as to success of the project. 

m. Description of Components of Pricing 

(1) It is not normal FMS practice to 
provide a detailed description of the com
ponents of cost included in estimated prices 
for line items on Letters of Offer. There may 
be instances where the provisions of such 
information is desirable to clarify the ser
vice to be provided. When project manage
ment offices are established in the CONUS, 
to insure proper management of major FMS 
projects, it sometimes is necessary to provide 
detailed cost data to provide the purchaser 
with information that demonstrates such 
costs are necessary. 

(2) FMS cases established for the sole 
purpose of collecting either royalties or pro 
rata R&D charges must include the charge 
to be made per unit of production. However, 
. pro rata R~D charges assessed for items sold 
. under FMS will be-included in the unit price 
of the end item being sold and will not be 
shown separately. 

items (owned by the purchaser) being re
turned by the purchaser to the CONUS for 
maintenance and repair services. 

o. Indemnification and Assumption of Risk 

(1) The reverse of the DD Form 1513 
contains provisions regarding indemnity 
which are deemed satisfactory and complete 
for most FMS programs. Advice should be 
obtained from the appropriate legal office 
of the Service concerned when it appears that 
special circumstances of individual purchases 
require an expansion of indemnity clauses. 

(2) If additional indemnity clauses are 
required, Figures 5 through 8 provide guide
lines which can be used. 

6. Absence of Specific Information 

a. Letters of Offer are sometimes pre
pared, either at purchaser request or in USG 
interest, before the specific details to pro
vide all information covered in the foregoing 
paragraphs are known. In such cases, Notes 
to Letters of Offer will include general cov
erage of this information and estimate of 
when specific information on these topics can 
be provided to the purchaser. 

b. The Letter of Offer should include in
formation sufficient to establish follow-on 
channels of communication between the pur
chaser and the USG component responsible 
for implementing the FMS case. 

7. Pricing Data to be Included with 
n. Responsibility for Initiation of Requisitions Selected Letters of Offer 

(1) There must be clear understanding 
between the USG and the purchaser as to 
which party will initiate requisition actions 
required for spare parts and similar type 
support. 

(2) The Letter of Offer will cOhtain 
sufficient information, either by Note or by 
reference to DOD instructions available to 
the purchaser to enable the purchaser to 
initiate and route requisitions correctly. 

(3) The Letter of Offer will also con
tain sufficient disposition instructions for 

Change 8, 1 March 1976 

a. All Letters of Offer for sale of end 
items or services of value of $5 million or 
greater and proposed amendments must be 
accompanied by a financial analysis. The 
purpose of the analysis is to permit all ap
proval echelons a review for completeness 
and accuracy of financial data. The analysis 
will accompany the Letter of Offer through
out the coordination cycle but will not be 
submitted to the prospective purchaser. 

b. The following information will be in
cluded: 
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(1) Source of estimates. Examples are: 
(a) Prime Contractor quote. 
(b) Prime and G FE Contractor 

quotes. 
(c) Standard Price. 
(d) Military Department estimate 

without contractor participation, based on 
recent sale or similar experience, or in ac
cordance with DOD Directive 2140.1. 

(2) The basis for making or adjusting 
estimates from any of the above sources. 
Examples are: 

(a) Agent's fees or commISSIOns in
cluded in the FMScase and the amount 
thereof. The Service certification of reason
ableness in accordance with ASPR 1-505 and 
DPC 74-1 must be attached. If the fee can
not be or has not been certified as reasonable, 
the Service notification or proposed notifica
tion to the foreign government should also 
be attached for information or coordination. 
DSAA message 5992, 6 4ugust 1975, as 
amended by DSAA message 1756, 11 Septem
ber 1975, applies. 

(b) Inclusion of nonrecurring R&D 
and production cost recoupment in accord
ance with DOD Directive 2140.2. 

(c) Inclusion of adjustments for esti
mated inflation or other risk factors. 

(d) Replacement cost if sale involves 
diversions from Military Department de
livery schedules. Note: Replacement items 
should be placed on contract as soon as pos
sible but not later than twelve (12) months 
following acceptance of the FMS case. 

( e) Asset use charges as described 
in DOD Directive 2140.1. 

(f) First destination transportation 
costs. 

(g) Recurring support costs. 
(h) Unfunded costs. 
(i) Application of factors for esti

mating "dollar line items" such as concurrent 
spare parts. . . 

(j) Adjustments based on antIcIpa
tion of the receipt of other orders or De
fenseDe-partmentprocurement of the item 
involved which would likely result in shared 
overhead costs and a reduced price for the 
item. 

0-6 

(3) Sources of data used to make any 
of the above adjustments and their applica
tion to the case (Le., inflation factor of 7% 
compounded over four (4) years. Source: 
ASD (Comptroller) Price Escalation In
dicies, July 31, 1975). 

(4) A comparison of Letter of Offer 
prices with budgeted or on-going service 
procurement price, e.g., the Selection Acqui
sition Report (SAR). 

(5) Source for Schedule of Payments. 

(6) A comparison of Letter of Offer 
prices with all other Letter of Offer prices 
for the same item within the previous twelve 
(12) months. This comparison should not 
be limited to sales within the same region. 

c. Figure 9 is a suggested format for use 
in presenting required financial analysis 
data. The format may be modified to meet 
the needs of the ind,i,vidual Military Depart
ments. The financial analysis must, however, 
identify methods used in developing costs and 
provide the information outlined above for 
each line item in sufficient detail to enable 
the reviewer to judge the accuracy, complete
ness, and firmness of the estimated prices. 

8. Letters of Intent 

Letters of Intent (DD Form 2012) are for 
use in cases in which financing of procure
ment of long lead time items is required 
prior to issuance of Letters of Offer. DD 
Form 2012-1 should be used in cases in 
which financing or procurement of long lead 
time items is required between the time of 
issuance of a Letter of Offer and acceptance 
by the purchasing country. DD Form 2012-2 
should be used for amendment to the Letters 
of Intent as provided for in paragraph 2 (c) 
of DD Form 2012 and DD Form 2012-1. 

9. Financial Annexes • • • 
Financial annexes as supplemental finan- : 

cial terms and conditions to DD Form 1513 : 
will be prepared as outlined in Appendix D, : 
Figures App D-1 through App. D-6. : 
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APPENDIX C 

MAJOR DEFENSE EQUIPMENT LIST 

CATEGORY I-FIREARMS 

Rifle, 5.56MM, M-16 

CATEGORY II-ARTILLERY AND PROJECTORS 

Gun,20MM 

CATEGORY III-AMMUNITION 

Cartridge, 20MM 
Cartridge, 60MM 
Cartridge, 81MM 
Cartridge, 105MM 
Cartridge, 4.2 inch 
Projectile, 5"/38 Cal 
Projectile, 5"/54 Cal 
Projectile, 155MM (HE) 
Projectile, 175MM 
Proj ectile, 8 inch 

CATEGORY IV-LAUNCH VEHICLES, GUIDED MIS
SILES, BALLISTIC MISSILES, ROCKETS, TORPEDOES, 
BOMBS AND MINES 

ASROC (Anti-Submarine Rocket) 
Rocket, 2.75 inch 
Light Anti-Tank Weapon 66MM (LAW) 
Bomb, MK-82, 500#, General Purpose 
Bomb, MK-83, 1,000#, General Purpose 
Bomb, MK-84, 2,000#, General Purpose 
Bomb, M-117, 750#, General Purpose 
Torpedo, MK-46 
Torpedo, MK-48 
Mine, Naval Warfare 

(QUICKSTRIKE-MK 62 Mod 0, 
MK 63 Mods 0 and 1, MK 64 Mods 0 
and 1, MK 65 Mods 0 and 1) 

Mine, Naval Warfare, MK-68, Mod 0 
Missile, AIM-4, Falcon 
Missile, AIM-7, Sparrow 
Missile, AIM-9, Sidewinder 
Missile, AGM-12, Bullpup 
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Missile, AGM-45, Shrike 
Missle, AGM-65A, E/O, Maverick 
Missile, Chaparral 
Missile, Cruise 
Missile, Dragon 
Missile, Harm 
Missile, Harpoon 
Missile, Hawk 
Missile, Improved Hawk 
Missile, Lance 
Missile, Pershing 
Missile, Phoenix 
Missile, Redeye 
Missile, Walleye 
Missile, Nike Hercules 
Missile, Roland 
Missile, Standard Arm 
Missile, Standard ER RIM-67 A 
Missile, Standard MR RIM-65A 
Missile, Tartar 
Missile, Terrier 
Missile, Tomahawk 
Missile, TOW 
XM-65 Airborne 
Launcher, TOW 

CATEGORY V-PROPELLANTS, EXPLOSIVES AND 
INCENDIARY AGENTS 

Items in this category which meet the 
dollar criteria for major defense equipment 
are not significant combat equipment as 
defined in the U.S. Munitions List. 

CATEGORY VI-VESSELS OF WAR AND SPECIAL 
NAVAL EQUIPMENT 

CC-Guided Missile Cruiser 

DD-963-Destroyer (SPRUANCE 
Class) 

DD-Destroyer 
DDG-Guided Missile Destroyer 
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PHM-Patrol Combatant Missile 
(Hydrofoil) 

PHM-Patrol Hydrofoil (Missile 
Equipped) 

FFG-Guided Missile Frigate 
LCM/LCU/LCVP-Amphibious 

Landing Craft 
LPD~Amphibious Transport Dock 
LSD-Dock Landing Ship 
LST-Tank Landing Ship 
LKA-Amphibious Cargo Ship 
LP A-General Purpose Amphibious 

Assault ::;hip 
MSO-Minesweeper, Ocean (Non

Magnetic) 
SS-Submarine (Conventionally 

Powered) 

CATEGORY VII-TANKS AND MILITARY VEHICLES 

Tank, M-48 Series 
Tank, M-60 Series 
Carrier, Armored Personnel, M-1l3 
Carrier, Command Post, M-577 
Carrier, Cargo, M-548 . 
Howitzer, Self-Propelled, 155MM, M-

109 
Gun, Self-Propelled, 175MM, M .... 107 
Howitzer, Self-Propelled, 8-inch, M-110 
Combat Engineering Vehicle, M-728 
Vehicle, Recovery, M-88A1 
Vehicle, Amphibious, L VTP 
Tank, XM-l 
Mechanized Infantry Combat Vehicle, 

XM-723 
Armored Reconnaissance Airborne 

Assauft Vehicle, M-551 
Vulcan Air Defense System 

CATEGORY VIII-AIRCRAFT, SPACECRAFT, AND 
ASSOCIATED EQUIPMENT 

A-Ll 
A-6 

A-7 
A-10 
A-37 
F-4 
F-5 
F-8 
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F-14 
F-15 
F-16 
F-18 
F-IOO 
F-I02 
F-I04 
F-lll 
E-2C 
E-3A 
EA-6 
S-2 
S-3 
P-3 
OV-l 
OV-10 
C-130 
AMST 
T-2 
T-33 
T-37 
S-65 
H-3 
H-46 
CH-47 
H-53 
YUH-60/61 (UTTAS) 
H-65 
UH-l 
UH-1N 
AH-l 
All-IH 
Lamps Mark III 
TF-30 
TF-34 
TF-39 
TF-41 
T-53 
T-55 
T-56 
1'-58 
T-7uo 
T-64 
J-47 
J-52 
J-57 
J-85 
J-79 
F-IOO 
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F-401 
F-404 
P-IOO 

'CATEGORY IX-MILITARY TRAINING EQUIPMENT 

No items in this category are defined in 
the U.S. Munitions List as significant combat 
equipment. 

CATEGORY X-PROTECTIVE PERSONNEL EQUIP
MENT 

No items in this category are defined in 
the U.S. Munitions List as significant combat 
equipment. 

CATEGORY XI-MILITARY AND SPACE ELECTRON
ICS 

(Items in this category which meet the 
dollar criteria for major defense equipment 
are not significant combat equipment as de
fined in the U.S. Munitions List. However, a 
charge to the list is in process which, when 
approved, will include equipment in this 
category as significant combat equipment. 
Upon approval, the following items of equip
ment in this category will qualify as major 
def~nse equipment. ) _ 

Radio, AN / ARA-54 
Radio, AN/VRC-12 
Radar, AM-389-FPS 
Radar, AN/MPS-ll 
Radar, AN/TPS-43 
ECM,ALQ-94 
ECM, ALQ-1l9 
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TACAN, AN/TRN-26 
BEACON, AN/TRN-26 
Tactical Air Control System, 417L 
Air Weapons Control System, 412L 
Backup Interceptor Control, 416M 
DOD AIMS, 499L 
Combat Operations Center, 425L 
Combat Operations Center, 427L 
AN/TTC-39 
SINGARS 

CATEGORY' XII-FIRE CONTROL, RANGE FINDER, 
OPTICAL AND GUIDANCE AND CONTROL 
EQUIPMENT 

Director, Fire Control, MK 51-2 
Computer, Fire Control MKIA 
Gunsight, MK-14 
Gunsight, MK-15 
System, Fire Control, MK-I05 
System, Fire Control, MK-68 
System, Fire Control, MK-86 
System, Missile Fire Control, MK-76 
. Radar, Fire Control, MK-25 
Goggles, Night Vision, AN /PVS-5 
System, Fire Direction, AN /GSS-I0 (V) 
System, Gun Fire Control, MK-56 & 63 
Tactical Operations System (TOS) 
Radar, AN/TPQ-37 
Radar, AN /TPQ-36 
TSEC/KY57 

CATEGORY XIII-AUXILIARY MILITARY EQUIP
MENT 

No items in this category are defined in 
the U.S. Munitions List as significant combat 
equipment . 
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APPENDIX D 

FINANCIAL ANNEXES TO LETTERS OF OFFER 

1. Introduction 

This chapter prescribes the requirement 
for a Financial Annex in each Letter of Of
fer. The purpose of the Financial Annex is 
to supplement and amplify terms included in 
Paragraph B "The Purchaser" of the ob
verse side of the Letter of Offer and Accep
tance (DD Form 1513), and to provide clear 
understanding between the USG and the 
purchaser as to the rate and timing of the 
payments to be made by the purchaser. This 
appendix also prescribes the criteria to be 
used when forecasting payment schedules to 
be included in the Financial Annex. 

2. Purpose of Financial Annexes 

The Financial Annexes specify for the 
purchaser's projected payment dates and 
amounts and describe the interface of the 
payment schedule with the FMS billing sys
tem. Thus, misunderstandings as to when 
payments must be made to the USG should 
be eliminated. The Annexes also provide data 
for budgetary planning for the purchaser. 
It is necessary to accept a degree of uncer
tainty in financial forecasting to achieve 
these goals. However, relations with pur
chasers can be enhanced by management 
attention designed to keep such uncertainty 
to the minimum. 

3. Policies 

a. All Letters of Offer will include a 
Financial Annex. 

b. Depending on the Terms of Sale and 
Method of Funding of the Letter of Offer, 
Financial Annexes in the form of Figures 
App D-1 through App D-6 will be used. 

c. Each Financial Annex for Letters of 
Offer financed under Terms of Sale of de-
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pendable undertaking or FMS credit will in
include a payment schedule. This payment 
schedule will : 

(1) Include specific calendar dates when 
each payment is anticipated. 

(2) Include specific amounts due on 
each calendar date. These amounts will be 
equal in total to the amount reflected in line 
20 of the DD Form 1513 for the case in
volved. 

d. The Security Assistance Accounting 
Center will issue billings in amounts and at 
times as needed to assure sufficient trust fund 
monies are on hand to meet military depart
ment and contractor claims for payment. 

e. Modifications (DD Form 1513-2) to the 
Financial Annex will be issued to reflect sub
stantive revision of rates of payment from 
that existing on the existing Financial An
nex for the case. Modifications to the Finan
cia( Annex may be issued without formal 
amendment to the DD Form 1513 for the 
case. Modification to the payments schedule 
of the Financial Annex is mandatory when: 

(1) The payments schedule differs sub
stantially from actual cash requirements 
during any payment date shown on the pay- • 
ment schedule. 

(2) A formal amendment to the case is 
made-which adjusts the total estimated costs 
of the case. 

4. Preparation of Payment Schedules 

a. The preparation of payment schedules 
normally involves estimation techniques un
der conditions of uncertainty pertaining to 
inflation rates in industrial sectors of the 
economy and to the specific dates when: 

(1) Purchasers will accept and return 
the Letter of Offer for implementation; 

App D-l 



· ~ 

MILITARY ASSISTANCE AND SALES MANUAL-PART III 

(2) Requisitions for items will be ini
tiated; 

(3) Contracts will be let; 
(4) Progress payments must be made to 

contractors; 
(5) Deliveries of items, particularly 

spare parts and support equipment, will oc
cur; and 

(6) Personnel costs will be incurred. 

b. Actual outlays therefore can be ex
pected to vary from initial payment sche
dules. This does not negate, however, the 
requirement to develop a payments schedule 
for each case. In general, payment schedules 
will include estimates of outlays for sales 
from DOD stocks, sales from procurement, 
DOD services and training, administrative 
charges, accessorial and transportation 
charges. The paragraphs that follow provide 
criteria for developing payments schedules 
in anticipation of these costs. 

(1) All payment dates on Financial An
nexes other than initial deposits should be 
30 days after the end of each calendar quar
ter. Payment amounts should equal the anti
cipated outlays for the next 90 days after 
payment date. The timing and amounts of 
claims for payment will coincide with exist
ing -FMS billing procedures as described in 
DODI 2140.3. The payments schedule should 
specify the initial deposit required at the 
time of case acceptance. The amount of ini
tial deposit must be sufficient to cover out
lays/deliveries anticipated until the first 
payments schedule date resulting from an 
FMS billing. 

(2) VVhen the exact date a purchaser 
will accept a Letter of Offer is uncertain, and 
a payment is needed a specific number of 
days after that acceptance, assume that the 
purchaser will accept the Letter of Offer 60 
days after it is offered, and specify the first 
payment date accordingly. 

(3) The schedule for payments related 
to materiel to be sold from stock will be 
based on estimated deliveries during each 
90 day period cited in paragraph 4.b.1 above. 

App D-2 

The basis of forecasting anticipated delivery 
will be the use of historical delivery informa
tion of specific generic codes or other mate
riel categories and should be supported by an 
analysis showing the means of forecasting. 

(4) Payments schedules for materiel 
obtained through procurement requiring 
progress payments to the contractors will be 
estimated based on historical cost curves. 
These curves should be systematically de
veloped for all major DOD weapon systems 
and should be reviewed periodically for valid
ity. Payments schedules should include both 
the estimated disbursements to contractors 
as well as appropriate contract holdback per
centage. 

(5) For case lines involving concurrent 
spare parts, estimate dollar deliveries con
sistent with the delivery of the end items 
being supported. 

(6) For cases involving country-initi
ated requisitions (Le., open-end cases ex
pressed in dollars) over a 1-year period, 
phase payments quarterly for one-fourth of 
the estimated case value. The first payment 
should be scheduled 90 days after the esti
mated date of case acceptance and initial de- • 
posit. This criteria applies to open-ended 
spare parts requisition cases or publications 
cases. 

(7) For cases involving provision of 
personal services, develop a monthly phasing 
based upon the scheduled dates and elements 
of cost of the services being provided. 

(8) For training cases involving foreign 
student entry into courses, schedule the pay
ment in consonance with known or estimated 
entry into the training courses involved. 

(9) For cases involving royalties or pro
rata R&D or asset use charges, schedule the • 
payment in consonance with production 
schedules of the end item for which the 
payment is being collected. 

(10) Schedule administrative and ac
cessorial costs in consonance with payment 
schedules for the primary items or services 
being provided under the case. 
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SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS· 
CASH WITH ORDER' AND ACCEPTANCE 

Financing terms of this transaction require 100% of the case value to be deposited with 
acceptance of the Letter of Offer and Acceptance (DD Form 1513) (LOA). This document 
supplements the obligation of the Government of under Paragraph B.3.a. of 
the obverse side of the LOA. 

Quarterly statements for deliveries under this LOA will be forwarded by the Security As
sistance Accounting Center (SAAC). The Statement of Foreign Military Sales Transactions, 
DD Form 645, will be issued monthly and will serve as a statement of account. The State
ment will be provided as of the close of business each calendar month. Two attachments 
to the statement will be provided each month. Attachment 1 will be an "FMS Delivery List
ing". Attachment 2 will be an "FMS Expenditure Listing". All requests for billing or supply 
adjustments should be submitted to the SAAC. 

It is emphasized that the deposit of $ must accompany the 
purchaser's acceptance of this LOA. In the event the funds required exceed those available, 
additional billings will be presented based on actual cash requirements. In such case, the 
United States will use its best efforts to provide a revised LOA at least 45 days prior to the 
next payment due date. 

It is understood also that the values refiectd on the LOA are estimates, and that the final 
amount to be charged for items or services, furnished will be equal to the final total cost to 
the United States. When final deliveries are made, and all costs are known, the SAAC will 
provide a "Final Statement of Account" which will indicate final costs of the case. Should 
this amount be more than funds collected, a final billing (immediately due and payable) 
will be concurrently provided. Should the amount be less than funds collected, such funds 
will be refunded upon subsequent request, or otherwise disposed of at the option of the 
purchaser, unless payments are overdue against other Foreign Military Sales cases. 

Figure App 0-1 
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SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS. 
CASH PRIOR TO DELIVERY 

Financial terms for this case require payment in advance of materiel delivery pursuant 
to Section 21 of the Arms Export Control Act. This document supplements the obligation of 
the Government of under paragraph B.3.b of the obverse side of the Letter of 
Offer and Acceptance (DD Form 1513). 

The Government of agrees to make payments in such amounts and at such 
times as may be specified by the U.S. Government (including any initial deposit) in order 
to meet payment requirements arising from this case. 

Quarterly billings for amounts due under this case will be forwarded by the Security 
Assistance Accounting Center (SAAC), and payments (in U.S. dollars) will be forwarded 
to that organization in time to meet prescribed due dates. The Statement of Foreign Mili
tary Sales Transactions, DD Form 645, will be issued ·monthly and will serve as a statement 
of account and as a billing statement. The statement will be provided as of the close of busi
ness each calendar month. Two attachments to the statement will be provided each month. 
Attachment 1 will be an "FMS Delivery Listing". Attachment 2 will be an "FMS Expendi
ture Listing". Billings will be forwarded by the SAAC not later than 30 days before such 
payments are due. All requests for billing or supply adjustments should be submitted to 
the SAAC. 

To assist the Government of in developing fiscal plans and annual budgets, 
the U.S. Government provides its best estimate to anticipated costs of this case in the fol
lowing estimated payments schedule: 

ESTIMATED PAYMENTS SCHEDULE 

Payment Date 
Initial Deposit 

Amount 

• 

It is emphasized that the initial deposit of $ must accompany the pur-
chaser's acceptance of this LOA. The above estimated payment schedule is provided for the 
convenience of the purchaser-it is neither binding on the U.S. Government nor will it be 
used as a basis for requesting payment from the purchaser. The purchaser will be required 
to make payments in accordance with quarterly billings (DD Form 645) issued by the 
SAAC. In the event the actual cash requirements differ materially from the estimated pay
ment schedule, the United States will use its best efforts to provide a revised payments 
schedule at least 45 days prior to the next payment due date. 

It is understood that the· values reflected on the Letter of Offer and Acceptance are esti
mates, and that the final amount to be charged for items or services furnished will be equal 

Figure App D-2 
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• : to the final total cost to the United States. When·final deliveries are made, and all costs are 
known, the SAAG will provide a "Final Statement of Account" which will indicate final 
costs of the contract. Should this amount be ,more than funds collected, a final billing (im
mediately due and payable) will be concurrently provided. Should the amount be less than 
funds collected, such funds will be refunded upon subsequent request, or otherwise disposed 
of at the option of the purchaser, unless payments are overdue against other Foreign Mili-
tary Sales cases. . 

• 
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SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS· 
FMS CREDIT 

This transaction is financed u:Me.J:' FMS credit terms of sale. This document supplements 
the obligation of the Government of under paragraph B.l.c. of the obverse 
side of the Letter of Offer and Acceptance (DD Form 1513). 

As prescribed in the LOA terms, this case will be billed on a dependable undertaking 
basis. The Government of agrees to pay to the USG such amounts at such 
times as may be requested by the VSG (including any initial deposit set forth under "Terms") 
in order to meet payments required by contracts under which items are being procured. 

Quarterly billings for amounts due under this case will be forwarded by the Security As
sistance Accounting Center (SAAC), and payments (in U.S. dollars) will be forwarded to 
that organization in time to meet prescribed due dates. The Statement of Foreign Military 
Sales Transactions, DD Form 645, will be issued monthly and will serve as a statement of 
account and as a billing statement. The statement will be provded as of the close of business 
each calendar month. Two attachments to the statement will be provided each month. At
tachment 1 will be an "FMS Delivery Listing". Attachment 2 will be an "FMS Expenditure 
Listing". Billings will be forwarded by the SAAC not later than 30 days before such pay
ments are due. All requests for billing or supply adjustments should be submitted to the 
SAAC. 

To authorize payments of the billing, from credit funds available under the appropriate 
Credit Agreement, the Government of is requested to forward a copy of the 
billing without attachments directly to the Defense Security Assistance Agency, Financial 
Reports and Credit Programs Division, 1400 Wilson Boulevard, Suite 535, Architect Build-
ing, Arlington, Va. 22209. The request for payment by the Government of _____ _ 
from credit funds should identify the Credit Agreement from which the payment is to be 
made and the appropriate disbursement date. Specific instructions as to how to process 
payment requests are included applicable provisions of the. Credit Agreement. 

In the event full payment is not made by the prescribed due date, interest shall be charged 
as outlined in General Conditions, paragraph B.3.g. of the obverse side of the Letter of Offer 
(DD Form 1513). The principle of the arrearage shall be computed as the excess of total 
financial requirements shown in c9lumn 12 over cumulative collections (cash or credit) shown 
in column 13 of the Statement of Foreign Military Sales Transactions after the payment due 
date. Interest that is assessed on FMS payment arrearages is in addition to any interest 
that may accrue pursuant to FMS Credit Agreements. . 

To assist the Government of in developing fiscal plans and annual budgets 
for use of credit resources, the U.S. Government provides its best estimate of anticipated 
costs of this case in the following estimated payments schedule: 

Figure App D-3 
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ESTIMATED PAYMENTS SCHEDULE 
Payment Date 
Initial Deposit 

Amount 

It is emphasized that the initial deposit of $ must accompany the pur-
chaser's Letter of Acceptance. The above estimated payment schedule is provided for the 
convenience of the purchaser-it is neither binding on the U.S. Government nor will it be 
used as a basis for requesting payment from the purchaser. The purchaser will be required 
to make payments in accordance with quarterly billings (DD Form 645) issued by the SAAC. 
In the event the actual cash requirements differ materially from the estimated payment 
schedule, the United States will use its best efforts to provide a revised payments schedule 
at least 45 days prior to the next payment due date. 

It is understood that the values reflected on the Letter of Offer and Acceptance are esti
mates and the final amount to be charged for items or services furnished will be equal to 
the final total cost to the United States. When final deliveries are made, and all costs are 
known, the SAAC will provide a "Final Statement of Account" which will indicate final 
costs of the case. Should this amount be more than funds collected, a final billing (immedi
ately due and payable) will be concurrently provided. Should the amount be less than funds 
collected, such funds will be available for payment of other unpaid billings for other cases 
or will be otherwise disposed of at the mutual agreement of the Government of 
and the Comptroller, DSAA. 
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SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS· 
PAYMENT UPQN DELIVERY 

This case is financed under Terms of Sale of payments upon delivery of each item or serv
ice involved. This document supplements the obligation of the Government of 
under paragraph B.3.d of the obverse side of the Letter of Offer and Acceptance (DD 
Form 1513). 

Billings for amounts due under this case will be forwarded by the Security Assistance 
Accounting Center (SAAC), and payments (in U.S. dollars) will be forwarded to that orga
nization in time to meet prescribed due dates. Either the billing itself, or the letter which 
transmits the billing will prescribe the date upon which the payment is due. 

The billing will include a priced listing of items and services which have been delivered 
and for which payment is required. The Government of ______ will make full pay-
ment for such billing by the prescribed due date, whether or not the listed items actually 
have been received at the final in~country destination before the payment is due. 

Claims resulting from discrepant shipments will be settled separately in accordance with 
Paragraph A3 and B6 of the obverse side of the Letter of Offer and Acceptance (DD Form 
1513). Payments for billings otherwise due will not be withheld pending settlement for such 
claims. 

In th~ event full payment is not made by the prescribed due date, interest shall be charged 
as outlined in General Conditions, paragraph B.3.g. of the obverse side of the Letter of Offer 
(DD Form 1513). 

It is understood that the values reflected on the Letter of Offer and Acceptance are esti~ 
mates, and that the final amount to be charged will be equal to the cost to the United States 
in fulfilling this case. When final deliveries are made, and all costs are known, the SAAC 
will provide a "Final Statement of Account" which will indicate final costs of the case. 
Should this amount be more than funds collected, a final billing (due upon receipt) will 
be provided concurrently. Should the amount be less than funds collected, such funds will 
be refunded upon subsequent request, or otherwise disposed of at the option of the purchaser, 
unless payments are overdue against other Foreign Military Sales cases. 

Figure App 0-4 
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SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS· 
FMS TRAINING 

Financing terms for this case require payment prior to student entry into training pro
gram. This document supplements the obligation of the Government of under 
paragraph B.3.b. of the obverse side of the Letter of Offer and Acceptance (DD Form 
1513) . 

The Government of agrees to make payments in such amounts and at such 
times as may be specified by the U.S. Government (including any initial deposit) in order 
to meet financial payment requirements arising from this training case. 

Quarterly billings for amounts due under this case will be forwarded by the Security As
sistance 4ccoutning Center (SAAC), and payments (in U.S. dollars) will be forwarded to 
that organization in time to meet prescribed due dates. The Statement of Foreign Mili
tary Sales Transactions, DD Form 645, will be issued monthly and will serve as a statement 
of account and as a billing statement. The statement will be provided as of the close of busi
ness each calendar month. Two attachments to the statement will be provided each month. 
Attachment 1 will be an "FMS Delivery Listing", showing training performance based upon 
student entry into training courses. Attachment 2 will be an "FMS Expenditure Listing". 
Billings will be forwarded by the SAAC not later than 30 days before such payments are 
due. All requests for billing adjustments should be submitted to the SAAC. 

To assist the Government of in developing fiscal plans and annual budgets, 
the U.S. Government provides its best estimate of anticipated costs of this case in the fol
lowing estimated payments schedule: 

ESTIMATED PAYMENTS SCHEDULE 

Payment Date 

Initial Deposit 
Amount 

It is emphasized that the initial deposit of $ must accompany the pur-
chaser's acceptance of this LOA. The above estimated payments schedule is provided for the 
convenience of the purchaser-it is neither binding on the U.S. Government nor will it be 
used as the basis for requesting payment from the purchaser. The purchaser will be re
quired to make payments in accordance with quarterly billings, DD Form 645, issued by the 
SAAC. In the events the actual cash requirements differ materially from the Estimated 
Payments Schedule the United States will use its best efforts to provide a revised payment 
schedule at least 45 days prior to the next payment due date. 

The values reflected on the Letter of Offer and Acceptance are estimates, and that the 
final amount to be charged for training services furnished will be equal to the final total 

Figure App D-5 
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cost to the United States. When all training has been performed, and all costs are known, 
the SAAC will provide a "Final Statement of Account" which will indicate final costs of 
the agreement. Should this amount be more than funds collected, a final billing (immedi
ately due and payable) will be concurrently provided. Should the amount be less than funds 
collected, such funds will be refunded upon subsequent request, or otherwise disposed cf at 
the option of the purchaser, unless payments are overdue against other Foreign Military 
Sales cases. 

App 0-10 
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SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS· 
PROCUREMENT FOR CASH SALES (DEPENDABLE UNDERTAKING) 

This transaction is financed under dependable undertaking terms of sale pursuant to 
Section 22 of the, Arms Export Control Act of 1976 and predecessor legislation. This docu-
ment supplements the obligation of the Government of _____ under paragraph B.3.c. 
of the obverse side of the Letter of Offer and Acceptance (DD Form 1513). 

The Government of ______ agrees to pay to the USGsuch amounts at such times 
as may be required by the U.S. Government (including any initial deposit set forth under 
"Terms") in order to meet payments required by contracts under which items are being 
processed. 

Quarterly billings for amounts due under this agreement will be forwarded by the Secur
ity Assistance Accounting Center (SAAC), and payments (in U.S. dollars) will be for
warded to that organization in time to meet prescribed due dates. The Statement of For
eign Military Sales Transaction, DD Form 645, will be issued monthly and will serve as a 
statement of account and as a billing statement. The statement will be provided as of the 
close of business each month. Attachment 1 will be an "FMS Delivery Listing". Attachment 
2 will be an "FMS Expenditure Listing". Billings will be forwarded by the SAAC not later, 
than 30 days before such payments are due. All requests for billing or supple adjustments 
should be submitted to the SAAC. 

In the event full payment is not made by the prescribed due date, interest shall be charged 
as outlined in General Conditions, paragraph B.3.g. of the obverse side of the Letter of Offer 
(DD Form 1513). 'The principal of the arrearage shall be computed as the excess of total 
financial requirements shown in column 12 over cumulative collections shown in column 
13 of the Statement of Foreign Military Sales Transactions after the payment due date. 

To assist the Government of in developing fiscal plans and annual budgets, 
the U.S. Government provides its best estimate of anticipated costs of this case in the 
following payments schedule: 

ESTIMATED PAYMENTS SCHEDULE 

Payment Date 

Initial Deposit 
Amount 

It is emphasized that the initial deposit of $ must accompany the pur-
chaser's Letter of Acceptance. The above estimated payments schedule is provided for the 
convenience of the purchaser-it is neither binding on the U.S. Government nor will it be 
used as the basis for requesting payment from the purchaser. The purchaser will be re-
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qui red to make payments in accordance with quarterly billings, DD Form 645, issued by, 
the SAAC. In the event the actual cash requirements differ materially from the Estimated 
Payments Schedule, the United States will use its best efforts to provide a revised pay
ments schedule at least 45 days prior to the next payment due date. 

It is understood that the values reflected on the Letter of Offer and Acceptance are esti
mates, and the final amount to be charged for items or services furnished will be equal to 
the final total cost to the United States. When final deliveries are made, and all costs are 
known, the SAAC will provide a "Final Statement of Account" which will indicate final 
costs of the case. Should this amount be more than funds collected, a final billing (immedi
ately due and payable) will be concurrently provided. Should the amount be less than funds 
collected, such funds will be refunded upon subsequent request, or otherwise disposed of 
at the option of the purchaser, unless payments are overdue against other Foreign Military 
Sales cases. 
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