DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, D.C. 20301

2 January 1985

In reply refer to:
Transmittal No. 2
DoD 5105.38-M

MEMORANDUM FOR RECIPIENTS OF DOD 5105.38-M, SECURITY ASSISTANCE

MANAGEMENT MANUAL (SAMM)

SUBJECT: SAMM Change 2 Transmittal

The attached revised material updates the initial publication.

Update the applicable portions of the SAMM in accordance with the
attached list of changes by inserting new pages.

This change is effective 2 Jan 1985.

Attachments
(1) List of Changes
(2) List of Effective Pages
(3) SAMM Update Pages

N %

PHIL C. GAST
LIEUTENANT GENERAL, USAF
DIRECTOR



DoD 5105.38-M

‘ LIST OF CHANGES

Remove and insert the following portions of your current SAMM:

REMOVE

x through xx
1-3 through 1-4
2-3 through 2-4
6-9 through 6-10
6-15 through 6-16
6-21 through 6-26
7-19 through 7-129
8-1 through 8-59
9-9 through 9-64
10-3 through 10-50
10-57 through 10-60
11-1 through 11-8
14-1 through 14-8
A-3 through A-4
C-1 through C-2
D-1 through D-101
Index

INSERT

through xxi
-3 through 1-4

-3 through 2-4

-9 through 6-10
15 through 6-16
15 through 6-27
19 through 7-134
8-1 through 8-63
9-9 through 9-67
10-3 through 10-50
10-57 through 10-60
11-1 through 11-8
14-1 through 14-8
A-3 through A-4
C-1 through C-2
D-1 through D-84
Index

X
1
2
6
6
6
7

Change No. 2, 2 Jan 1985



LIST OF EFFECTIVE PAGES

Chapters
Table of Contents ...............

Appendix B....... cesessassens oo
Appendix

Appendix Decovsns cesesssesrsrsae
Appendix E.......u.n. cesenssenas
IndeXeeeeonaanss eecesssessssssan

Page Numbers

vii through iX..iceeeennenes
X through XXi.cieeeeecocnces
1-1 through 1-2..cveeveenens
1-3 through 1-4......000000.0
1=5 fiiiiiteceesnseencsannas
2-1 through 2-2...cc000eeeses
2-3 through 2-4......c00u...
2-5 through 2-22...0c000000e
3-1 through 3-8...ccvceveees
4-1 through 4-6....c0000000ee
5-1 through 5-15....cc00.n..
6-1 through 6-8..ccecveeses .
6-9 through 6-10...c0000000s
6-15 through 6-16....00000.e
6-21 through 6-27....000000e
7-1 through 7-18..c00ceeevss
7-19 through 7-134..........
8-1 through 8-63....... ceses
9-1 through 9-8...cc00veuess
9-9 through 9-67.....c0000..
10-1 through 10-2...........
10-3 through 10-50.....c040.
10-51 through 10-56.........
10-57 through 10-60.........
10-61 through 10-63.........
11-1 through 11-8.........
12-1 through 12-29......... ’
13-1 through 13-16...0000...
14-1 through 14-8...........
14-9 through 14-25..........
15-1 through 15-88..........
A-1 through A-2....c00vuunns
A-3 through A-4.............
A-5 through A-8...... cecsses
B-1 through B-17......... .
C-1 through C-2.ccvve.s

C-3 through C-5....... ceovne
D-1 through D-84...........
E'] thY‘OUgh E-]Z sece
(alphabetical)....... cieeees

Change No.

DoD 5105.38-M

Date of

Latest Revision

Initial (1 Apr

2 January 1985

Initial (1 Apr
2 January 1985
Initial (1 Apr
Initial (1 Apr
2 January 1985
Initial (1 Apr
Initial (1 Apr
Initial (1 Apr
Initial (1 Apr
Initial (1 Apr
2 January 1985
2 January 1985
2 January 1985
Initial (1 Apr
2 January 1985
2 January 1985
Initial (1 Apr
2 January 1985
Initial (1 Apr
2 January 1985
Initial (1 Apr
2 January 1985
Initial (1 Apr

..2 January 1985

Initial (1 Apr
Initial (1 Apr
2 January 1985
Initial (1 Apr
Initial (1 Apr
Initial (1 Apr
2 January 1985
Initial (1 Apr
Initial (1 Apr

.. .2 January 1985

Initial (1 Apr

.2 January 1985
..Initial (1 Apr

2 January 1985

2, 2 Jan 1985

84)
84)

84
84)

84)
84)
84)

84)
84)

84)

84)
84)
84)
84)

84)
84)

84)
84)
84)

84)
84)

84)
84)



Recording of Disclosure Decisions

False Impressions

Control of Foreign Representatives

Industrial Security

Defense Industrial Security Clearance Office (DISCO)
‘User Agency Contracts Requiring Overseas Deliveries
Transmission of Classified Materiel

U.S. Contract to Foreign Firms

mmXGQ—=IToOH™MMm
e« o ® o o ® e @
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B. Security Classification Guidelines
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D. RCS: DSAA (AR) 1200 FMS Report Submission

Section IV - Export License and Customs Clearance Guidance

For Foreign Military Sales Customers

A. Purpose

B. Export Licenses

C. FMS Customer Responsibility

D. U.S./DoD Responsibility

E. Procedures for Return and Repair

Figure 5-IV-1 - "Application/License for Permanent Export
of Unclassified Defense Articles and
Related Unclassifed Technical Data."
(Form DSP-5)

Figure 5-1V-2 - "Application/License for Temporary
Import of Unclassified Defense
Articles." (Form DSP-61)

CHAPTER 6 - MILITARY EXPORT SALES POLICIES AND CONSIDERATIONS

Section I - Policy and Background

A. Purpose
B. Background
C. Policies

Table 6-1-1 - Foreign Countries and International Organiza-
tions Eligible to Purchase Defense Articles
and Defense Services Under the Authority
of the AECA

Table 6-1-2 - General Terms of Reference For Defense
Requirement Survey Teams

Table 6-1-3 - Defense Requirement Survey Team Checklist

Section II - Contractor Preference for Direct Commercial Sales

A. Purpose

R
>
[ep}
m

ST OTTOTOn
1 L]
[ X Wer WA NS, RO, RS, )

()]
[}

(SIS NS e,

]
| "X 2R %] (=)}
o

6-15

6-16
6-18

6-20
6-20

ix Change No. 2, 2 Jan 1985



PAGE

B. Applicability o : 6~20
C. Policy ' - ’ 6-20
D. Responsibilities : 6-21
E. Guidelines 6-21
F. Procedures for Processing Industry Requests for
Direct Sale Preference Designation 6-23
G. Procedures for Processing Requests for Direct
Sale Preference 6-24
‘H. Notification of Significant Commercial Sales Activity 6-26
I. DoD P&A Versus a Commercial Proposal : 6-26
CHAPTER 7 - PREPARATION AND PROCESSING OF FOREIGN MILITARY SALES
CASES . / S 7-1
Section I - General Information, Foreign Military Sales
Agreements 7-1
A. Purpose ‘ 7-1
B. Background/Definitions _ 7-1
C. Procedures 7-5
Figure 7-I-1 - Recoupment of Nonrecurring Costs on Sales
of Major Defense Equipment (MDE) 7-12
Figure 7-1-2 - Memorandum for the Chairman, Joint Chiefs
of Staff, Subject: SA Requests for MDE 7-14
Figure 7-I-3 - United States Department of Defense Letter
of Intent (DD Form 2012) 7-15
Figure 7-I-4 - United States Department of Defense Letter
' of Intent (DD Form 2012-1) 7-17
Figure 7-I-5 - United States Department of Defense Letter
of Intent (DD Form 2012-2) : 7-19
Table 7-1-1 - Major Defense Equipment List ' 7-20
Section Il - Preparation and Processing of Foreign Military
SaTes Agreements , 7-28
A. Purpose - 7-28
B. Policy 7-28
C. Procedures 7-29
Figure 7-1I-1 - United States Department of Defense
Offer and Acceptance (DD Form 1513) 7-47
Figure 7-1I1-2 - General Conditions 7-48
Figure 7-I1-3 - United States Department of Defense '
Continuation Sheet 7-50
Figure 7-1I-4 - Financial Analysis Worksheet 7-51
Figure 7-11-5 - Termination Liability Worksheet 7-53
Figure 7-11-6 - Nonrecurring Cost Recoupment Charges
Summary 7-54
Figure 7-I11-7 - Supplementary Information for Letters of
Offer ' 7-55

X Change No. 2, 2 Jan 1985



Figure 7-11-8

Offer and Acceptance Preparation
Worksheet

Table 7-1I-1 ~ Instructions for Preparing the United
States Department of Defense Offer and
Acceptance (DD Form 1513)

Table 7-11-2 - Transportation Instructions, DD Form 1513

Table 7-11-3 - Additional Terms and Conditions, Aircraft

Table 7-1I-4 - Additional Conditions, Aircraft Ferrying

(Purchaser Owned)

Table 7-11-5 - Additional Terms and Conditions, Trans-

portation and Services

Table 7-1I-6 - Additional Terms and Conditions, Safe-

guards for Contractor Personnel

Section III - Financial Principles and Procedures

=~

L.
M.

Figure 7-111-1
Figure 7-111-2

Figure 7-111-3
Table 7-1I1-1
Table 7-111-2

CHIOTMMSOSOW
- - . - L] L] [ ] . .

Purpose
Responsibilities and Requirements
Basic Principles

. - Pricing of FMS Transactions

Direct Charges to FMS Cases

Government-Provided Engineering Services

Asset Use Charges for Items Provided from Inventory
Replacement Price for Secondary Items

Financial Administration of FMS Credit Program
Preparation and Implementation of DD Form 1513,
Letters of Offer and Acceptance (LOA)

Terms of Sale and Type of Assistance Codes
(Refer to Table 7-III-1)

Multiple Sources of Financing

Financial Control of FMS Agreements

Key Dates in FMS Billing and Collection
Contract Administration Reciprocal
Agreements

Financial Annex, Supplementary
Financial Terms and Conditions

Summary of Terms of Sale and Type of
Assistance Codes

Foreign Countries and International
Organizations Authorized Direct
Authorities for Dependable Undertaking

Section IV - Congressional Section 36(b) Notifications and

Section 133b Reports of Foreign Military Sales

A.
B.

Purpose
Statutory Provision, Executive Requirements, and
Exceptions

xi

7-105
7-105
7-105 -

Change No. 2, 2 Jan 1985



Co

D.
E'

Figure 7-1V-1
Figure 7-1V-2

Criteria and Responsibilities for Congressional
Submissions

Procedures -

Classification

Milestones for LOA Requests for SCE
Milestones for LOA Requests for Non-SCE

Table 7-IV-1 - Advance Notification Data

Table 7-1V-2 -~ Military Justification Data

Table 7-1V-3 - Statutory Notification Data

Table 7-IV-4 - Sensitivity of Technology Data

Table 7-1V-5 - Impact on Current Readiness Report Data
Table 7-1V-6 -

Transmittal Letter for the Unsigned LOA

Section V - Case Management

The Scope of Case Management '

Case Management Authority, Responsibility,
Accountability , and Control.

Reporting Requ1rements

The Case Manager's Role in the Assignment

of Tasks

Performance Spec1f1cat1ons and Measurement
Standards

Formal Training to Meet Special Requirements
of the Case Manager

Figure 7-V-1 - Charter for Case Manager
Table 7-V-1 - Case Manager Data Elements

* CHAPTER 8 - FMS CASE PERFORMANCE

Section I - Case Implementation and Execution
| A. Implementation
B. Execution
Section II - Acquisition for FMS
A. DoD Regulations and Procedures
B. FMS Customer Requests for Specific Source
C. Sales Commissions and Agents Fees
D. Appointment of an Agent
- Section IIl - Logistics
A. Follow-on Support
B. Requisition Procedures
C. Management Review

xii

PAGE

7-110
7-112
7-115

7-116
7-117
7-118
7-121
71-122
7-125
7-126
1-127

7-128

7-128

7-128
7-131

7-131
7-132
7-132

7-133
7-134

© -
] 1

1
-t od O (V=] NV AW w N -

o w

Change No. 2, 2 Jan 1985



‘ PAGE

D. Adherence to Stated Conditions 8-16
E. System Support Buy Out 8-16
F. Transportation of FMS Materiel 8-17

Figure 8-III-1

Report on Price and Delivery

Schedule Changes - DSAA(Q) 1123

Foreign Military Sales Cases 8-35
Foreign Countries and International
Organizations Authorized Receipt of

Table 8-I1I-1

DLA Excess Property Listings 8-37
Table 8-1II-2 - Potential Sources for Listings of
Freight Forwarders 8-38
Table '8-11I-3 -~ Financing Reports of Discrepancy When
the USG is Liable 8-39
Section IV - Performance Reporting and Case Closure - 8-45
A. Performance Reporting/Billing 8-45
B. Delinquent Accounts for FMS Billing 8-46
C. Interest Assessment on Delinquent Debts 8-47
D. Closure of FMS Cases 8-47
E. Cancellation of FMS Cases [ 8-48
F. Financing Reports of Discrepancy (ROD) When the
USG is Liable 8-48
G. Address of the Central Collection and Billing Office 8-49
Section V - Amendments and Modifications 8-49
A. DD Form 1513-1 - Amendment to Offer and Acceptance 8-49
B. Pen and Ink Changes - DD Forms 1513 and 1513-1 8-51
C. DD Form 1513-2 - Notice of Modification of Offer

and Acceptance 8-52

Figure 8-V-1 - United States Department of Defense Amend-

ment to Offer and Acceptance (DD Form 1513) 8-55
Figure 8-V-2 - United States Department of Defense Notice

of Modification of Offer and Acceptance

(DD Form 1513-2) 8-59
CHAPTER 9 - FMS DIRECT CREDIT AND GUARANTEED LOAN FINANCING 9-1
Section I - General 9-1]
A. Purpose 9-1
B. Introduction ' 9-1
C. Arms Export Control Act (AECA) Authorization 9-1
D. Additional Provisions of the Act 9-2

xiii

Change No. 2, 2 Jan 1985



II - Eligibility

Section
A. Need for Financing
B. Use of Financing for Essential Items
C. Denial of FMS Credit
D. Exceptions
Section IIl - Process and Procedures
A. General
B. Congressional Authorlzat1on and Appropriation
C. Apportionment
D. Implementation and Management of Loans
E. Issuance of FMS Loans
F. Approval of FMS Credit-Financed Purchases
G. Commitment of FMS Credit Funds
H. Disbursement of FMS Loan Funds
I. Direct Commercial Purchases
J. Offshore Procurement (OSP)
K. Repayment of FMS Loans
Table 9-III-1 - DoD Guaranteed Loan Agreement Issued by
-~ the FFB .
Table 9-1I11-2 - Guaranty

Table 9-1II-3
Table 9-1I1-4

Table 9-III-5

Section

DoD Direct Loan

DSAA Sample Letter Approv1ng Use of FMS
Loan Financing

DSAA Sample Letter Approving Use of FMS
Loan Financing for Direct Commercia]
Purchases

IV - Transportation

A.
B.
c.
CHAPTER 10 -

Section

General
Marine Transportation Waiver Procedures
Reports to U.S. Department of Transportation

TRAINING PROGRAM MANAGEMENT

I - International Military Education and Training

(OMET)

A.
B.
C.
D.
E.
F.

Introduction

Objectives of IMET

Areas of Emphasis

Constraints and DSAA Approval
Training Guidance

General Guidance Concerning Students

xiv

PAGE

!
w

QD&O!D%D&DKOQD&D']DKDCD (V=] O WO W WO (Ve
;(_-otooooo\lcsasa\mm o EJE I - S}

tlDtD
CAY e
o o

Change No. 2, 2 Jan 1985




IR G—IIIOD

Section

Extraordinary Expenses

Other Training Support

Training Materials

Program Development, Submission, and Management
IMET Programming Instructions

Implementation

Annual Integrated Assessment of Security Assistance
(AIASA) Reports

I1 - Foreign Military Sales Training

CEZErRa—~TITOoOMMUOUOE>

Figure 10-1I-1

Table 16-1I-1
Table 10-I1I-2

Table 10-1I-3

Purpose

Basic Guidelines

English Language Training

FMS Training Tuition Rates

Cancellation of Training-Penalty Charge

Training at Civiiian Institutions or by Contractor
Transportation and Travel

Living Allowances/Privileges

.Training of Civilians under FMS

FMS Orientation Training Courses and Visits

Mobile Training Teams and Field Training Services
Training Relations

Restrictions of Transfer of Training

Police, Intelligence, and Other Sensitive Training
Security Assistance Management Training

Invitational Travel Order (ITO) for
Foreign Military Trainees (FMT)

(DD Form 2285)

Program Card Formats

Table of Daily Living Allowances for
IMET Foreign Military Trainees (FMT)
MILDEP Execution Agency Identifier Codes

CHAPTER 11 - MILITARY- ASSISTANCE PROGRAM (MAP)

Section I - Use of MAP Funds to Finance Foreign Military Sales
A. Grant Aid (MAP) Funding
Section II - Utilization, Redistribution and Disposal of

MAP Materiel

A.
B.
c.

Purpose

Legal Limitations

Supervision of End-item Use and
Maintenance of Inventories

XV

11-2

Nn-z
11-3

11-3

Change No. 2, 2 Jan 1985



D. Transfer of MAP Excess Materiel 11=5
E. Cannibalization and Retention of MAP Property 11-6
F. Disposal of MAP Property : 11-6
CHAPTER 12 - LEASES AND LOANS OF DEFENSE ARTICLES 12-1
Section I - Leases 12-1
A. Authority and Purpose . . 12-1
B. Lease Terms and Conditions 12-2
C. Coordination 12-4
D. Congressional Notification 12-4
E. Financial Arrangements 12-6
F. Lease Closure 12-6
G. Reporting ‘ 12-6
H. U.S. Navy Ships 12-7
Figure 12-1-1 - Determination Regarding the Lease of
: Article(s) to Countries or International
Organizations Pursuant to the Arms Export
Control Act, Chapter 6 12-8
Figure 12-1-2 - Memorandum for the D1rector, DSAA 12-9
Figure 12-1-3 - Sample Lease 12-10
Figure 12-1-4 - Memorandum for the Director for
' Operations, DSAA 12-17
Figure 12-1-5 - Transmittal - Notice of Proposed Lease
Pursuant to the AECA, Section 62 12-18
Figure 12-1-6 - Letter to the Honorab]e Speaker of the
House of Representatives 12-19
Figure 12-1-7 - Letter to the Honorable Chairman,
Committee on Foreign Relations 12-20
Figure 12-1-8 - Letter to the Honorable Chairman,
Committee on Armed Services- 12-21

Figure 12-1-9 - Letter to the Prospective Lessee

Advising Lessee of Congressional

Notification of a Lease for Over One Year 12-22
Letter Advising Lessee of Congressional -
Notification of Lease for MDE for Over

Figure 12-1-10

' One Year 12-23

Figure 12-1-11 - RCS: DSAA(Q)1146 ) 12-24
Figure 12-1-12 - Certificate of Delivery 12-26
Figure 12-1-13 - Lease Closure Information 12-27
Section II - Loans of Defense Articles 12-28
A. Authority and Purpose 12-28

B. Reporting Requirements ’ 12-29

C. Implementing Loan Documents ‘ 12-29

xvi

Change No. 2, 2 Jan 1985



CHAPTER 13 - SECURITY ASSISTANCE PROGRAM ADMINISTRATION

Section I - Security Assistance Budgets

A.
B.
C.

Purpose

Financial Resources

Operation of the FMS Administrative and MAP
Administrative Overhead and Support and SAO
Budget Systems

Table 13-I-1 - MAP/MAAG Budget Reports, Instructions

and Sample Format

Figure 13-1-1 - Request for Revenue Traffic Airlift

(Form DSAA 78-001)

Section Il - Audits and Inspections

B.

Purpose

Types of Audits/Inspections

Notification of Audits and Inspections
Policy Concerning Releasability of DoD Records
Relating to MAP and FMS

Relationship with Audit/Inspection Agency
Exit Conference

Action on GAO Draft Reports

Action on GAO Final Reports

Action on DoD-1G Reports

Correction Action Follow-up

CHAPTER 14 - SPECIAL PROGRAMS AND ACTIVITIES

Section I - Special Defense Acquisition Fund (SDAF)

ARG ITOTIMOOWE

Authority and Purpose
Management

Funding

Operating Concepts
Criteria for Procurement
Program Implementation
FMS Sales of SDAF Ttems
Equipment Loans
Transfers Financed by MAP Funds
Reporting

Administrative Expenses

Figure 14-I-1 - Defense Security Assistance Agency

Special Defense Acquisition Fund -
Loan Agreement

xvii

PAGE
13-1
13-1
13-1
13-1
13-2

13-10
13-12
13-13

13-13
13-13
13-13 .

13-13
13-15
13-15
13-15
13-15
13-16
13-16

14-1
14-1

14-1
14-1

14-10

Change No. 2, 2 Jan 1985



PAGE

Figure 14-1-2 - Defense Security Assistance Agency
Special Defense Acquisition Fund -

Inventory Report 14-11
Section II - Foreign Manufacture of U.S. Defense Equipment 14-12
A. Purpose 14-12
B. Background and Scope 14-12
C. Authority to Negotiate and Sign International
Agreements 14-13
D. Principles Regarding Coproduction Policy 14-14
E. NATO Cooperative Projects Under the AECA, Section 27 14-16
F. Requests for Offset Procurement 14-17
G. Release of Technical Data 14-17
CHAPTER 15 - DSAA MANAGEMENT INFORMATION. SYSTEMS ‘ ©15-1
Section I - DSAA 1200 Foreign Military Sales (FMS) System
Overview, Guidance, and Data Submission Instructions 18-
A. Purpose ‘ 15-1
B. Description of the Fore1gn Military and Construction :
Sales Information System 15-1
C. Reporting Frequency _ 15-3
D. Data Base Updates 15-3
E. Preparation and Submission of Data Input for the
DSAA 1200 System 15-3
Table 15-I-1 - Letter of Request Format - Transactlon
Type S1 15-5
Table 15-I-2 - Congressional Transaction Format - Trans-
action Type S2 15-8
Table 15-I-3 - DD Form 1513 Format - Transaction Type S3 15-11
Table 15-I-4 - Implementing Agency Format - Transaction
Type S4 15-15
Table 15-I-5 - Redesignating Key Format - Transaction
- Type S5- 15-17
Table 15-1-6 - Under DoD Preparation Format (Add/Change/
‘Delete) - Transaction Type S6 15-18
Table 15-I-7 - Under DoD Preparation Format (Change) -
Transaction Type S7 15-20
Section II - DSAA 1200 Foreign Military Sales (FMS) System
Output Products - ‘ 15-22
A. Purpose 15-22
B. Source of Output Reports 15-22
C.  Categories of DSAA 1200 System Output Reports 15-22
xviii

Change No. 2, 2 Jan 1985



D. Requests for DSAA 1200 System Output Reports
E. DSAA 1200 System Output Reports
F. Abbreviated Titles Used in DSAA 1200 System Output

Products/Reports

Figure 15-1I-1 - FMS Item Delivery Status

Figure 15-11-2 - FMS Item Purchases by NSN

Figure 15-11-3 - FMS Summary of Purchases

Figure 15-11-4 - FMS Selected Item Summary

Figure 15-I1-5 - FMS Status of Purchases and Deliveries

Figure 15-11-6 - FMS Fiscal Year Activity

Figure 15-11-7 -~ FMS Case Listing

Figure 15-11-8 - FMS Case Milestone Dates and Their
Intervals

Figure 15-1I-9 - FMS Congressional Section 36(b), AECA
Case Dates

Figure 15-11-10 - FMS Case Level Summary

Table 15-II-1
Table 15-11-2

Table 15-II-3

Table 15-11-4

Sample Request Form

Abbreviated Titles Used in the DSAA 1200
System CQutput Reports

Sort and Select Uptions for Item Detail
Level and Item Detail Summarized to
Category Reports

Sort and Select Options for Case and
Summary Management Reports

Section III - DSAA 1000 Materiel and Training System Overview,

Data Submission Instructions and Uutput Products

A. Purpose

B. Description of the DSAA 1000 Materiel and Training
Program System

C. DSAA 1000 System Output Reports

D. Preparation and Submission of Data Input for the
DSAA 1000 System

Figure
Figure
Figure
Figure
Figure
Figure
Figure

15-111-1
15-111-2
16-111-3
15-111-4
15-111-5
15-111-6
15-111-7

Table 15-1I1-1

Table 15-111-2

Program Originator MAP Order - Materiel
Program Originator IMET Order - Training
Grant Aid Detail Listing - Materiel
IMET Detail Listing - Training

Grant Aid Summary of Programs

Student Count by Type and Program Year
Training Summary by Implementing
Agency and Generic Code

Sort and Select Options (DSAA 1000
System)

Abbreviated Titles Used in the DSAA
1000 System Output Products

xix

Change Nc¢. 2, 2 Jan

15-43
15-43

15-43
15-43

15-46
16-53
15-54
15-55
15-56
156-57
15-58
156-59
15-60

15-61

1985



PAGE

Section IV - Military Articles and Services List (MASL)"
Overview, Guidance, Data Submission Instructions and System

Output Products . , 15-66
A. Purpose : 15-66
B. General ' 15-66
C. MASL Content ’ - 15-67
D. MASL Relationship to DSAA Program Data ' - 15-73
E. MASL Distribution 15-74
F. Inquiries on MASL Content ' ‘ 15-75
G. MASL Data Submission ‘ 15-75
H. Data Submission Instructions and Formats 15-75
Figure 15-IV-1 - Materiel MASL 15-81
Figure 15-1V-2 - Training MASL (IMET) 15-82
Figure 15-1V-3 - Training MASL (FMS-NATO) 15-83
Figure 15-1V-4 - Training MASL (FMS/IMET) - 15-84
Figure 15-IV-5 - Training MASL (FMS) 15-85
Figure 15-IV-6 - Card 1 and 2 Formats 15-86
Table 15-IV-1 - Abbreviated Titles Used in the MASL
Output Reports - 15-87
APPENDIX A - ABBREVIATIONS AND ACRONYMS A-1
APPENDIX B - GLOSSARY OF SELECTED TERMS : B-1
APPENDIX C - DOD DIRECTIVES, INSTRUCTIONS, AND MANUALS C-1
APPENDIX D - DSAA INFORMATION SYSTEMS DATA ELEMENT DICTIONARY D-1
Table D-1 - Action Code - 1000 System ' D-23
Table D-2 - Commitment Code - 1000 System : D-25
Table D-3 - Condition Code - 1000 System D-26
Table D-4 - Cost Code - 1000 System ' © D-27
Table D-5 - Country/Activity Code - Alphabetic : - D-28
Table D-6 - Footnote Code - MASL D-35
Table D-7 - Generic Codes - A1l Systems D-37
Table D-8 - MAP Element Code - 1000 System D-72
Table D-9 - Source of Supply Code - 1000 System D-76
Table D-10 - Status Code - 1200 System D-78
Table D-11 - Type of Assistance Code - 1000 System D-80
Table D-12 - Unit of Issue Code - A1l Systems D-81

APPENDIX E - CONGRESSIONAL REPORTS INVENTORY E-1
A. Purpose : E-1
B. Reports Inventory E-1
C. Reporting Instructions E-1
Figure E-1 - Price and Availability Report (RCS: DSAA(Q) 1138) E-3

XX

Change No. 2, 2 Jan 1985



PAGE
- Figure E~2 - Report of EDA Sold Under Foreign Military Sales E-4
Figure E-3 - Foreign Military Construction Sales E-5
Table E-1 - Statutory Reports tc Congress Submitted by DoD
on Security Assistance E-6
xxi

Change No. 2, 2 Jan 1985



DoD 5105,.38-M

through each military department's publication distribution system. The
respective points of contact are:

NAVY: Office of the Chief of Naval
Operations (CNO/OP-63)
ATTN: OP-631D3
U.S. Department of the Navy
Washington, DC 20350-2000

ARMY: Army Publication Distribution Office
Office of the Adjutant General
ATTN: DAAG-OPD
Rm 1B925, The Pentagon
Washington, DC 20310-2121

AIR FORCE: Publication Distribution Center
2800 Eastern Blvd.
Middle River
Baltimore, MD 21220-5000

Such distribution will be in accordance with addressee lists developed and
provided by the DSAA Comptroller, Office of FMS Control Division, Washington
DC, 20301. Requests for commercial purchases of the SAMM should be directed
to the aforementioned DSAA office.

H.  INTERPRETATION, RECOMMENDATIONS AND DEVIATIONS. Requests for clarifica-
tion or 1interpretation of, or changes to, the provision of this Manual should
be submitted through security assistance management channels to the DSAA
(ATTN: SAMM Coordinator), Wash1ngton DC, 20301. Any gu1dance contained in
this Manual that appears to be in confl1ct with other DoD issuances or govern-
ing statutes and regulations should be reported to the DSAA SAMM Coordinator.
Deviations from the p011c1es presented in this Manual may not be 1mp1emented
without the explicit prior approval of the D1rector, DSAA, based upon jus-
tified requests from the components of the DoD.

I. EFFECTIVE DATE AND IMPLEMENTATION. The provisions of this Manual are
effective upon date of transmittal.

SECTION II - RATIONALE AND SCOPE

A.  PURPOSE. Section I addressed the basic structure and organization of the
SAMM, its authorities, applicability and responsibilities. This section is
designed to summarize the rationale and scope of the security assistance
program,

B. RATIONALE FOR SECURITY ASSISTANCE PROGRAM.

1. Security assistance has historically played a prominent role in U.S.
foreign and defense policy. The security assistance program is an essential
complement to the overall U.S. defense effort. - When we directly assist other
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nations in meeting their defense requirements, we also make a contribution to
our own security. '

2. Security assistance represents a most visible aspect of our foreign
policy in that its implementation results in tangible evidence of U.S. inter-
ests and presence. Such evidence is represented by the delivery of defense
weapon systems to friendly foreign governments; by numbers of international
military students in U.S. service schools; by U.S. personnel advising other
governments in increasing their internal defense capabilities; and by provid-
ing guidance and assistance in establishing a practical infrastructure and
economic base through which regional stability can be achieved and maintained.

C.  SECURITY ASSISTANCE SCOPE. -

1. Security assistance, defined in its simplest terms, concerns the
transfer of military and economic assistance through sale, grant, lease, or
loan to friendly foreign governments. Transfers are carried out under the
principle that if they are essential to the security and economic well-being
of such governments and international organizations, they are equally vital to
the security and economic well-being of the United States.

2. Security assistance consists, interalia, of the following major
programs:

a. Programs administered by the DoD:

(1) The International Military Education and Training (IMET)
Program;

(2) Foreign Military Sales (FMS) Financing; and
(3) Foreign Military Sales (FMS).

b.  Programs administered by the Department of State:
(1) Economic Support Fund (ESF);

(2) Peacekeeping Operations (PKQ);
(3) Commercial Export Sales licensed under the Arms Export
Control Act (AECA)

3. Prior to 1981, defense articles and defense services were provided
as grant aid through a separate program, the Military Assistance Program
(MAP), which was administered under procedures entirely different from those
used for FMS., Legislation effective in FY 1982, however, allows grant funds
to be merged with other funds held for the foreign government's account (e.gq.,
cash, FMS credits) in that country's FMS trust fund. This technique, which is
used exclusively today, precludes distinguishing items as having been provided
as grant aid. Special rules, procedures, and constraints for items provided
as grant aid, essentially those set forth in the MASM, apply only to programs
initiated under the old system. FMS rules and procedures apply to all others.
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defense service for purposes other than those for which furnished unless the
consent of the President has first been obtained.

(3) The country or international organization shall have
agreed that it will maintain the security of such article and will provide
substantially the same degree of security protection afforded to such article
by the U.S.; and

“(4) The country or international organization is otherwise
eligible to purchase or lease defense articles or defense services. The
countries or international organizations found eligible to purchase or lease
defense articles or defense services under the Presidential finding are also
subject to other provisions of the AECA.

b. List of Eligible \Countries. The current 1ist of eligible
countries and 1international organizations determined by the President is
provided in Chapter 6 of this Manual.

c. Presidential Determination. The President must determine the
eligibility of the prospective purchaser on the basis that sales will
strengthen U.S. seecurity and promote world peace [AECA, Sec. 3(a)(1)].

d. Designation of Defense Articles and Services. The President is
authorized to designate those items which shall be considered defense articles
and services, and to promulgate regulations for control of the export of such
articles and services. The items so designated shall constitute the United
States Munitions List [AECA, Sec. 38(a)]. Items in categories which are
asterisked on this 1ist are considered Significant Combat Equipment (SCE). A
copy of the U.S. munitions list is enclosed at Table 2-III-1.

e. Secretary of State Approval Authority. The Secretary of State
shall be responsible for determining whether there shall be a sale to a
country and the amount thereof, whether there shall be a lease to a country,
and whether there shall be delivery or other performance under such sale or
lease of export to the end that sales, leases, and exports are integrated with
other U.S. activities and that the foreign policy of the U.S. is best served
thereby [AECA, Sec. 2(b)].

f. Arms Control. Arms control consequences must be taken into
consideration when evaluating any FMS sale [AECA, Sec. 42(a)(3)].

g. Atomic Energy Act and Major Ship Transfers. Provisions of
Atomic Energy Act of 1954, as amended, and title 10 USC 7307 requiring sepa-
rate legislation for major ship transfers are unaffected by the AECA, Sec. 44.
(See Section IV, paragraph B. of this chapter for futher discussion.)

h.. Sources of Sales Materiel. Defense articles or services may be
sold from the stocks of the DoD or the DoD may enter into contracts for
procurement of defense articles or defense services for sale to eligible
foreign countries or international organizations (AECA, Secs. 21 and 22).

i. Use of FMS Credit Funds for Procurement Outside United States.
FMS credit funds may be used for procurement outside the U.S. only 1if the
President determines that such procurement will not result in adverse effects
upon the U.S. economy or the industrial mobilization base [AECA Sec. 42(c)].
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‘Prior consultations within the Department of Defense (DSAA) and with the
Departments of State and Treasury are required.

j. Termination Due to Unnecessary Military Expenditures. Further
sales, credits, and guaranties shall be terminated to any economically less
developed country which diverts economic aid, or its own resources to unneces-
sary military expenditures, to a degree which materially interferes with its
development (AECA, Sec. 35). Existing sales, credits, and guaranties need not
be terminated.

k. Prohibition Against Discrimination, Intimidation or Harassment.
No sales will be made and no credits or guaranties extended to, or for any
country whose laws, regulations, official policies or governmental practices
prevent any person from participating in the furnishing of defense articles or
defense services on the basis of race, religion, national origin, or sex. No
sales will be made and no credits or guaranties extended to any country
determined to be engaged in a consistent pattern of acts of intimidation or
harassment directed against individuals in the U.S. (AECA, Secs. 5 and 6).

B. POLICIES.

1. General.

a. Basic Sales Policy. In Chapter 1, Section 1 of the AECA, the
Congress: : ‘ ,

(1) Recognized the increasing cost and complexity of defense
equipment and the continued need for international defense cooperation to
maintain peace and security.

(2) Established the policy that sales will facilitate the
common defense by entering into international arrangements with friendly
countries on projects of cooperative exchange of data, research, development,
production, procurement, and logistics support to achieve nat1ona1 defense
requirements and objectives of mutual concern;

(3) Declared that the AECA authorizes sales that further U.S.
security objectives to friendly countries to equ1p their forces with due
regard to impact of sales .on social and economic development and on arms
races; and

(4) Declared the sense of the Congress that all such sales be
approved only when they are consistent with U.S. foreign policy interests.

2. Materiel Transfer Policy.

: a. Use of Federal Acquisition Regulation (FAR) and DoD FAR Supple-
ment. When procuring for a foreign government, DoD will apply the same
contract clauses and contract administration as it would use ,jin procuring for
itself, except where deviations are authorized in the DoD FAR Supplement. If
a sole source procurement requested by a foreign government appears to be
motivated by objectives in conflict with this requirement or with any U.S.
legislation, the request must be forwarded to the DSAA, which may forward the
request to the Department of State for consideration. No LOA in such cases
will be issued without approval of the Director, DSAA.
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Secretary of Defense will provide the analysis relevant to the justification
and certification called for in the AECA, Section 21(i)(1)(E). In this
connection, a "proposal to sell" within the meaning of Section 21(i) refers to
a decision at an appropriate level of the U.S. Government to make a sale and
to direct the issuance of an LOA or signature of a document with comparable
effect, and does not refer merely to the receipt of a request for P&A, or the
receipt of a request for a Letter of Offer, or the making of a recommendation
with respect thereto. No Presidential report is therefore required if the
ultimate decision is not to make the sale. The AECA, Section 21(i) is also
interpreted as being applicable to a situation in which the significant
adverse effect becomes apparent only after a sales contract is concluded.
However, no Presidential report is required with respect to supply action
under a sales contract where the supply action is altered in order to avoid a
significant adverse effect on U.S. combat readiness which would otherwise
occur,

(7) Secondary Items. The above also applies to secondary
items, including spare and repair parts as well as major end-items. However,
in those cases wherein the foreign government has made an investment in the
U.S. inventory under a Cooperative Logistic Support Arrangement (CLSSA) for
spare and repair parts support, the MILDEPs will satisfy security assistance
requirements based upon priority on the same basis as U.S. force requirements.
The head of an Inventory Control Point (ICP) may approve the issue of stocks
below the reorder point to FMS customers when they determine that there will
not be an unacceptable impact on U.S. forces. The impact on secondary items
must be considered whenever a total package of end-items and spare parts and
support equipment is provided to a foreign country.

6. Logistics Support.

a. Use of U.S. Military Logistics System. Implementation of
accepted FMS cases will be accomplished by the MILDEPs and DoD components as
completely as possible within the existing organizational and procedural
structure of the U.S. military logistics system. Use of the DoD transporta-
tion system will be only for special cases, i.e., ammunition to the Port of
Exit or by special arrangement stated in the LOA.

b. Follow-On Logistic Support. Normally, foreign military sales
of materiel are made only when the DoD has made or has approved plans to
assure logistic support for the expected service life of the equipment. This
includes follow-on spares support for equipment sold through FMS under estab-
1ished Cooperative Logistic Supply Support Arrangements (CLSSAs) which will be
afforded the same priority as that provided equivalent U.S. forces performing
a comparable mission in the same geographical area. For other follow-on FMS
spare parts cases, the normal lead time from procurement will apply.

. 7. Materiel Standards. It is DoD policy that defense articles offered
and sold. to foreign governments and international organizations reflect
favorably upon the U.S. Therefore, defense articles offered and sold under
foreign military sales will normally be new or unused, or as a result of
rehabilitation, possess original appearance insofar as possible, and, as a
minimum, have serviceability standards prescribed for issue to U.S. forces.
If the customer country desires exclusively new equipment, this requirement
will be stated in the LOA. If the customer desires to purchase "as is/where
is," this will also be stated in the LOA.
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8. Communications Security (COMSEC) Programs. Discussions relating to
COMSEC will not be 1nitiated with foreign governments without obtaining prior
approval and specific guidance from DSAA. Al1 foreign government requests for
information will be forwarded to DSAA for staffing with cognizant DOD service
organizations and definitive guidance. Upon notification of DSAA approval,
standard FMS procedures apply to the request for a sale of COMSEC equipment.
This includes channels for submission of requests, use of the LOA, financial
requirements in DoD 7290.3M, etc. Specifically, the DoD component processing
the request is also responsible for assuring that all National Disclosure
Policy requirements are satisfied and that the program details are staffed
with appropriate security activities before a response is provided to the
foreign purchaser. Refer to NACSI 6001, "Foreign Military Sales of Communic-
ations Security and Services to Foreign Governments and International organi-
zations, and JCS Memo 131, "Joint and Combined Communications Security," dated
18 July 1983.

9., Translation Services.

a. Responsibility. The responsibility for the translation of any
documents rests with the user or recipient country. U.S. SAOs should make
this point clear to their host country counterparts.

b. Informal Translations. In day-to-day operations, SAOs may
provide for government-to-government purposes only, “informal translations"
using the same practices and procedures as the local U.S. diplomatic mission,
provided the host country so requests, or the chief of the U.S. SAQ determines
an informal translation of an English text is in the U.S. interest. In each
case, translators must clearly mark the translated document "Informal and
unofficial transiation -- Eng]1sh text governs." SAOs should ensure that a
forward1ng letter accompan1es each contractual document (i.e., LOA) emphasiz-
ing that the English text is the officially binding document.

c. Other Requests. SAOs will not provide trans]at1on assistance
to contractors or others who are not a part of the U.S. or host country offi-
cial family. In the event the SA0 receives a request from such sources,
requestors should be advised to seek assistance from competent local transla-
tors.

10. Exclusive Licensing Arrangements. In cases where a request for P&R,
P&A, or an LOA is received from a foreign country or international organiza-
tion and the request is known to fall within the area of an exclusive commer-
cial license arrangement for the item or service, the following special
procedures will apply:

a. The prospective buyer will be provided with the name of the
foreign firm involved and informed that this firm has exclusive rights in that
country relating to the sale of the article or service being sought.

b. In the event the prospective buyer insists that it wishes an
FMS transaction it should be advised that the request should be set forth in a
letter from the Minister of Defense or the Deputy Minister of Defense (or the
equivalent) to the Director, DSAA outlining the reasons for the desire to
purchase by means of an FMS transaction rather than from the foreign licensee.

C. On receipt of such written requests containin? Justification,
in order to comply with provisions of the AECA, Section 42(a), the Director,
DSAA will advise the foreign firm involved (or its designated representative
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by DSAA, engage in comparison studies requested by a foreign government of an
FMS offer versus a direct commercial sale.

5. Initiation of Direct Sales Preference Considerations. To be eligi-
ble for these procedures, the U.S. manufacturer must notify DSAA of its
preference to sell a defense article on a direct commercial basis rather than
via FMS. The procedures outlined herein apply only when such notification is
received by DSAA and a foreign country subsequently submits a request for an
FMS offer for an approved direct sales preference item.

6. Extent of DoD Commitment. The process outlined in this section is a
best efforts commitment by the DoD to comply with U.S. industry preferences.
Failure on the part of a DoD component to comply with these procedures will
not be construed as invalidating any resultant FMS transaction.

7. Contractor Communications Concerning Specific Sales. Contractors
are free to communicate with DSAA and DoD components about specific sales or
negotiations. DoD will honor contractor preferences in such instances to the
extent possible, taking into consideration the circumstances involved, as well
as potential effects on foreign policy and national security objectives.

D.  RESPONSIBILITIES.

1. DSAA Responsibility. DSAA 1is responsible for determining whether,
within the context of this section, an article is to be designated for direct
sales preference. Nothing in this section will be construed as precluding DoD
from making any specific sale, even of an item which previously has been
designated for direct sale preference, which is approved on a case-by-case
basis by the Director, DSAA.

2. DoD Component Recommendation. The DoD component processing the
foreign country or international organization request is responsible for
providing a recommendation to the DSAA based upon the factors and criteria in
paragraphs E and F below.

E. GUIDELINES. In determining whether the DoD will grant preference to
direct commercial sales of specific defense articles and services, the follow-
ing guidelines will be used:

1. Items Normally Excluded from Direct Sale Preference. In the absence
of special circumstances, the following will be sold through FMS procedures if
requested by the foreign purchaser and will not be considered for d1rect sale
preference designation:

a. Classified articles.

b. Items provided under Cooperative Logistics Supply Support
Arrangements (CLSSA) and similar non-CLSSA follow-on support sales arrange-
ments.

c. Surplus personal property, including MAP disposable property.

d. DoD Tong supply stocks, when, in the judgment of the DoD
component concerned, reduction of such stocks is desirable.

, e. Repair parts or components normally carried in DoD stocks, and
support services, when, in the judgment of the DoD component concerned, such
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parts or components are required for follow-on support of end-items previously
sold by the DoD component.

f. A1l ammunition rounds above 40mm in ca]iber;

g. A1l aircraft flares which are not procured in complete form
from commercial sources.

h. A1l defense articles which contain as components Government
Furnished Equipment (GFE) which were manufactured in a Government-Owned,
Government-Operated (GOGO) facility (except as may be authorized for sale to
U.S. firms under the provisions of DoDD 4175.1).

i. Any defense article normally procured by the DoD component
which the U.S. producer requests be sold through FMS channels, in the absence
of a known exclusive commercial licensing arrangement covering the territory
in which the purchasing government is located.

J. Any defense article not normally procured or type-classified by
a DoD component, when FMS is requested by a foreign government or internation-
al organization and the U.S. producer agrees, in the absence of a known
exclusive commercial 1icensing arrangement covering the territory in which the
purchasing government is located.

k. Those defense articles which could, if provided through commer-
cial channels, adversely affect deliveries to a DoD component or FMS customers
under existing contracts.

1. Any article required in conjunction with a major system sale.

m. Defense services, unless the service requires such unique
technical knowledge and skills that it can only be provided by one U.S.
contractor. :

n. Other defense articles not directly tied to end-item support,
but which are required for troop support and governed by a military specifica-
tion. :

0. Programs financed with Military Assistance Program (MAP) funds.

2. Two or More Producers. In order to avoid any connotation of favor-
jtism toward one producer, and to assure that other manufacturers are not
omitted from consideration, the article will normally not be designated for
direct sale preference if there are two or more producers who are know to be
qualified and currently capable of producing the article.

3. Other Considerations. Prior to notification to the foreign purchas-
er of the direct sale preference for the article or service, the following
must be considered:

a. Whether the purchasing country has the necessary technical and
administrative capability to make a prudent purchase of the article directly
from the U.S. commercial source. . A known previous commercial procurement of
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Africa
Botswana
Cameroon
Dahomey
Djibouti
Equatorial Guinea
Gabon
Ghana
Guinea
Ivory Coast
Kenya
Liberia
Madagascar
Europe
Austria
Belgium
Denmark
Finland
France
Germany
(Fed Rep of)
Greece
Iceland
Ireland
Italy
Luxembourg

TABLE 6-I-1
FOREIGN COUNTRIES AND INTERNATIONAL ORGANIZATIONS ELIGIBLE TO PURCHASE
DEFENSE ARTICLES AND DEFENSE SERVICES UNDER THE AUTHORITY OF THE AECA

Near East and South Asia

Malawi
Mauritius
Niger
Nigeria
Rwanda
Senegal
Somalia
Sudan
Upper Volta
laire
Zimbabwe

Malta
Netherlands
Norway
Portugal
Spain
Sweden
Switzerland
Turkey
United Kingdom
(Inc1 Crown
Agents)
Yugoslavia

East Asia and Pacific

Australia Malaysia
Brunei New Zealand
Burma Papua

China (New Guinea)
Fiji Philippines
Indonesia Singapore
Japan Taiwan

Korea Thailand

reasons.

DoD 5105.38-M

Algeria Nepal
(defense Oman
services only) Pakistan

Bahrain Qatar

Bangladesh Saudi Arabia

Egypt Sri Lanka

India (Ceylon)

Israel Tunisia

Jordan United Arab

Kuwait Emirates

Lebanon Yemen Arab

Morocco Republic

Western Hemisphere

Antigua and Guatemala
Barbuda Haiti

Argentina Honduras

Bahamas Jamaica

Barbados Mexico

Belize Panama

Bolivia Paraguay

Brazil Peru

Canada St Lucia

Chile St Vincent &

Colombia the Grenadines

Costa Rica Suriname

Dominica Trinidad and

Dominican Tobago
Republic Uruguay

Ecuador Venezuela

E1 Salvador
Grenada and

St. Kitts-Nevis

International Organizations

North Atlantic Treaty Organization
(NATO) and its agencies

Organization of American States (0AS)

International Commission of Control
and Supervision in Vietnam

International Commission of Control
and Supervision in Laos

United Nations (UN) and its agencies
including Int'l Civil Aviation Org.

NOTE: Sales to certain countries may have been suspended for legal or policy
Any questions relative to the eligibility of a foreign country for
FMS, FMCS, or leases should be referred to DSAA Operations.

TABLE 6-1-1.

6-15

and Defense Services

Foreign Countries and International Organizations Eligible to
Purchase Defense Articles
Authority of the AECA.
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TABLE 6-1-2

GENERAL TERMS OF REFERENCE
(FOR DEFENSE REQUIREMENT SURVEY TEAMS)

A. Teams will report to the U.S. Ambassador, or in his absence, the charge
d'affaires, upon arrival in country, and will serve under the overall super-
vision of the Ambassador. A1l formal consultations with the host country will
be conducted subject to the concurrence of the U.S. Ambassador, with the -
participation of such Embassy staff as he may direct. Prior to departure the
team will brief the Ambassador on its preliminary conclusions.

B. The team recommendations should reflect the "total package" concept:
end-item, ancillary equipment, training and logistics. Recommendations should
not mirror-image U.S. force solutions. At least three levels of funding
alternatives should be presented in the report.

C. The  team should evaluate the military manpower base, its absorptive
capacity, the existing logistics and maintenance support capability, the
- capability of the country to prevent compromise of sensitive data and equip-
ment, training requ1rements, and compatibility of recommended equipment with
that currently in the host country 1nventory

D. The team will make no comment to host governments concerning possible
availability of U.S. Government resources in any form.

E. The team will not give host govermnment any price and availability data, .
DoD lead times on equipment, or indicate any prospects for accelerated deliv-
eries. The team, however, may provide general orders of magnitude information
concerning cost and availability for illustrative purposes. Firm estimates
can be provided only through normal channels and only in response to specific
requests conveyed through the U.S. Embassy, not through the survey team.

F. The team will not oblige the U.S. Government to the sale of any specific
defense article or service.

G. The team will not provide any kind of independent assessment or confir-
mation of the external threat as perceived by the host country. Release of
classified information will be in accordance\w1th the U.S. National Disclosure
Policy.

H. The team will not provide military advice concerning tactics, doctrine,
basing, combat planning, or operations.

I. The team will avoid any possible indication that USG would assist in
construction of airfields camps, or other military facilities.

J. The team will make no commitment to follow-on technical discussions . or
further surveys.

TABLE 6-1-2. General Terms of Reference for Defense Requirement Survey Teams.
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the same or similar article or service could be one form of evidence of this
capability. A subjective assessment may be required for this evaluation.

b. Whether there is a specific government-to-government agreement
approved by the Director, DSAA, or higher authority, covering such a sale or a
special exemption to the direct sale preference approved by the Director,
DSAA.

4, Exceptions. Both the Governments of Thailand and the Federal
Republic of Germany (FRG) have requested and been granted an exception to
purchase, via FMS, articles and services designated for direct sales prefer-
ence.

F.  PROCEDURES FOR PROCESSING INDUSTRY REQUESTS FOR DIRECT SALE PREFERENCE
DESIGNATION.

1. Commercial Source Responsibility. It is the responsibility of the
U.S. manufacturer to inform the DSAA Operations Directorate (DSAA-OPS), that
it prefers to sell significant combat equipment (SCE) items it manufactures or
services it provides on a direct commercial basis; that it is the sole U.S.
manufacturer or supplier of the articles or services; and that it prefers that
these articles or services not be sold via FMS. Such notification should
include sufficient information to enable the DSAA to evaluate the request and,
at a minimum, provide the following: specific article designation/nomencla-
ture, military model number and national stock number (NSN) (if applicable),
most recent contract with DoD (including date and number), and the cognizant
MILDEP/DoD component for that contract.

2. DoD Component Responsibility. Upon receipt of a notification of
direct sale preference, DSAA will query the DoD components for comments on the
request. The DoD components will be asked to advise within 30 days whether
the firm is the only know or possible U.S. source for the article or service
and to consider other factors pertinent to the DSAA evaluation of the commer-
cial source notification. Such factors could include:

a. Previous contract history with that firm;

b. Advice as to whether the firm is considered to be the sole
source for the article;

c. Information regarding other qualified commercial sources
currently capable of producing the article or service;

d. Information as to whether the article or sérvice has previously
been approved for direct sale preference;

e. Information as to whether stocks of the article in question are
in long supply;

f. Confirmation that the item in question is in fact considered to
be significant combat equipment (SCE) on the United States Munitions List; and

g. Confirmation that the item 1in question is in fact solely
manufactured without government .furnished equipment (GFE) (and if applicable
the firms qualifications to purchase GFE under the provisions of DODD 4175.1).

6-23  Change No. 2, 2 Jan 1985



DoD 5105.38-M

3. DSAA Determination. Based on the request of the U.S. manufacturer
and the information provided by the cognizant DoD component, a determination
will be made by DSAA regarding whether the article or service is to be des-
ignated for direct sale preference. The DoD component will be provided an
information copy of the response to the U.S. manufacturer and appropriate
instructions regarding processing of requests for articles or services which
have been approved for direct sale preference.

4, Semi-Annual Summary. DSAA will provide to each DoD component a
semi-annual summary listing of contractor direct sale preference notifications
processed. This summary listing will identify articles which DSAA considers
to be eligible for direct sale preference and the applicable commercial firms.
DoD components will maintain this listing on file to assist in evaluating
foreign country and international organization requests for the article or
service. Direct sale preference designations will normally be valid for a
period not to exceed three years. Reconfirmation that the article still
gualifies for this designation based on the criteria in this chapter will be
accomplished prior to reinstating any previously designated article or ser-
vice. Normally, the responsibility to request such a review and continued
direct sale preference designation rests with either the U.S. manufacturer of
the article or the U.S. contractor providing the service.

G.  PROCEDURES FOR PROCESSING REQUESTS FOR DIRECT SALE PREFERENCE.

1. Dol Component Responsibility. The DoD component concerned, upon
receipt of a request for FMS P&R, P&A, or a Letter of Offer and Acceptance
(LOA), will screen the request against the summary listing of articles or
services eligible for direct sales preference and the criteria in paragraph E
above to determine if the article or service requested is considered for
direct sale preference. If it is so determined, the DoD component will
promptly inform the foreign purchaser of such direct sale preference and of
DoD policy regarding the sale by DoD of such article or service. Such noti-
fication will normally be provided to the foreign purchaser within three weeks
of receipt of the request to preclude any inference that the U.S. Government
is prepared to sell the articles or services via FMS. (Text of letter or
message to purchaser 1is at paragraph G.2.a. below.) The Tletter or message
will be coordinated with DSAA-OPS. In the event the DoD component considers
that there are important factors justifying an exception to policy in a
specific case, the matter shall be referred to the DSAA-OPS for decision,
together with the component's recommendation and reasons therefor. Referral
to DSAA of matters requiring a decision will normally be made within three
weeks of receipt of the request from the foreign purchaser.

2. Response to Requests.

a. Format. When it has been determined that a purchaser should be
notified that the article or service requested is eligible for direct sale
preference, a letter or message to the foreign purchaser will be prepared.
The letter content will be determined based on the DOD components capability
to determine the status of production by the commercial firm. Four letter
formats to cover the various alternative situations are identified below. The
appropriate letter will be selected by the DOD component and utilized to
notify the foreign purchaser of commercial sales preference. All commercial
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| sales preference notifications will be coordinated with the DSAA Operations
Directorate before dispatch. DSAA initiated correspondence utilizing these
formats will be coordinated with the applicable DOD component, as required.

FORMAT 1 - Letter for current DOD producer

(COMPANY) has advised the DoD that it has the capability of
providing the (ARTICLE OR SERVICE) which you have requested to
purchase via FMS and prefers to market it on a direct commercial
basis. The DOD has no preference as to whether this items is
procured through FMS or on a direct commercial basis. We have
confirmed that this company is capable of producing this item, and
that it is currently in production for DOD requirements. If a
commercial transaction is undertaken, the U.S. Government will not
be a party to the contract; therefore, all apects of contract
performance must be between your Government and the company. Should
you not desire to pursue a direct commercial purchase, please advise
us of your rationale.

FORMAT 2 - Letter for current producer (other than for DOD)

(COMPANY) has advised the DoD that it has the capability of

providing the (ARTICLE OR SERVICE) which you have requested to

purchase via FMS and prefers to market it on a direct commercial

~ basis. The DOD has no preference as to whether this items is

‘ procured through FMS or on a direct commercial basis. We are not

aware of any current contract for this jtem between the U.S. DOD and
this company, although we are aware of previous direct commercial
sale for this item between other countries and this company. If a
commercial transaction is undertaken, the U.S. Government will not
be a party to the contract; therefore, all apects of contract
performance must be between your Government and the company. Should
you not desire to pursue a direct commercial purchase, please advise
us of your rationale.

FORMAT 3 - Letter for prior producer for DOD

(COMPANY) has advised the DoD that it has the capability of
providing the (ARTICLE OR SERVICE) which you have requested to
purchase via FMS and prefers to market it on a direct commercial
basis. The DOD has no preference as to whether this items is
procured through FMS or on a direct commercial basis. We are not
aware of any current contract for this item between the U.S. DOD and
this company, although we are aware of a previous contract between
the U.S. DOD and this company for this item. If a commercial
transaction is undertaken, the U.S. Government will not be a party
to the contract; therefore, all apects of contract performance must
be between your Government and the company. Should you not desire
to pursre‘a direct commercial purchase, please advise us of your
rationale.
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FORMAT 4 - Letter for producer not known by DOD

(COMPANY) has advised the DoD that it has the capab1]1ty of
providing the (ARTICLE OR SERVICE) which you have requested to
purchase via FMS and prefers to market it on a direct commercial
basis. The DOD has no preference as to whether this items is
procured through FMS or on a direct commercial basis. We are not
aware of any current contract for this item between the U.S. DOD and
this Company. If a commercial transaction is undertaken, please not -
that the U.S. Government makes no representation regarind the
commercial firm involved, or the item or service in question,
regardless of the designation or nomenclature applied by the
commerical firm, and regardless of the services the commercial firm
states it can provide. Should you not desire to pursue a direct
commercial purchase, please advise us of your rationale.

H.  NOTIFICATION OF SIGNIFICANT COMMERCIAL SALES ACTIVITY. In implementing
these procedures each DoD component -involved in processing purchase requests
will, to the extent such activities are known, keep DSAA-OPS, the DoD compo-
nent, and the SAOs or other appropriate in-country DoD representatives in-
formed of significant commercial sales activities.

I. DOD P&A VERSUS A COMMERCIAL PROPOSAL.

1. Genera].  ﬁoreign governmehts may reQuest LOAs after having solicit-
ed bids from U.S. contractors. LOAs should not be offered to a foreign
government untii: ’ '

a. The foreign government confirms that commercial negotiations
have stopped and the country provides rationale for contiruing with FMS.

b. DSAA and/or DoD components have established the U.S. contractor
preferences regarding issuance of an LOA,

c. DSAA has determined, based on the combination of information
received from the.foreign government and U. S contractor, whether to satisfy
the requirement under FMS.

2. Withdrawal of LOAs. There are cases when a foreign government or
international organization has requested and received LOAs and subsequently
solicited bids from private industry for the same supplies and services. Such
action by the foreign. government does not automatically require DoD withdrawal
of the LOA. However, DoD components should query the foreign government as to
its intentions and express a preference for withdrawing the LOA in Tlight of
the situation of commercial quotations. U.S. contractor requests for with-
drawal of LOAs should be referred to DSAA-OPS for resolution.

3. Direct Sale Preference for Individual Commercial Proposals. In the
event that a request for direct sale preference designation is received by the
DSAA which does not qualify for inclusion in the listing of items eligible for
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direct sale preference consideration, but does identify negotiations with one
or more foreign countries, consideration will be given to direct sale prefer-
ence for the individual transaction in question. The U.S. commercial source
must include sufficient supporting information to show that a specific request
for a price quotation was received in writing from a foreign country. Such
informal notifications will be listed as an appendix to the listing of direct
sale preference items, but will not be considered as designating items eligi-
ble for direct sale preference consideration. These items will remain in the
appendix for a period of one year. (See paragraph F.4., above.)
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FIGURE 7-1-5

United States Department of Defense Letter of Intent
(DD Form 2012-2)

UNITED STATES DEPARTMENT OF DEFENSE
AMENDMENT TO LETTER OF INTENT

(Dutes)

Dear Sirs:

Reference is made to the Letter of Intent between the Government of
and the United States Department of the
dated identified by Case

Designator The Government of

desires to increase the amount set forth in paragraph 2(a) of said Letter of Intent and herewith author-

izes the Department of the : to incur obligations
and expend up to the sum of $ on’ms dependable undertaking basis for
said Case.

(Typod Neme end Title)

DD .2, 20122

\

FIGURE 7-1-5, United States Department of Defense Letter of Inten
(DD Form 2012-2).
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TABLE 7-1-1

MAJOR DEFENSE EQUIPMENT LIST

DSAA Approved Pro Rata
Nonrecurring Cost (NRC) Date NRC
Recoupment Charge Charge

v Approved

CATEGORY I - FIREARMS
Rifle, 5.56mm M-16 Series (A)

-- no charge --

CATEGORY II - ARTILLERY AND PROJECTILES

Gun, 20mm (AF)
Gun, GAU-8, 30mm (AF)
Gun Pod, GPU-5/A, 30mm (AF)

| (a)
27,881.00 22 Jun 81
60,239.00 11 Aug 82

CATEGORY III - AMMUNITION

Cartridge, 20mm (A) (a)

Cartridge, 30mm (GAU8) (AF) .50

Cartridge, 40mm, HE- (only) (A) L1

Cartridge, 60mm, HE (only) (A) .47

Cartridge, 8lmm, HE (M301)(only) (A) .04 7 May 81
Cartridge, 105mm, (APFSDS-T) M 35 (A) 68.00 -

Cartridge, 105mm, (M456) (A) 3.59 7 Mar 81

Cartridge, 4.2", HE (A) (a)

Cartridge, 4.2", ILLUM (M445) (A) ‘ - 4,03 20 Jan 82
Projectile, 5"/38 CAL §N;‘ 15.60 9 Jul 84 *
Projectile, 5"/54 CAL (N 74.72 4 May 84 *
Projectile, 155mm, (M107) (A) 3.22 21 May 79
Projectile, 155mm, (M483/A1) (A) 2.20 2 Mar 82

Projectile, 155mm, (HE RAP) (M549) (A) . 13.76 5 Feb 81
Projectile, 155mm, (CLGP) (M-712) (A) 4,152.00 17 Sep 81
Projectile, 155mm, HE, ADAM (M692) (A) 434,00 23 Nov 82
Projectile, 155mm, HE, ADAM (M731) (A) - 228,00 23 Nov 82
Projectile, 155mm, HE, RAAMS 2M718) (A) 229.00 23 Nov 82
Projectile, 155mm, HE, RAAMS (M741) (A) 99,00 23 Nov 82

Projectile, 175mm, HE (M437) (A) 2.33 26 Mar 80
Projectile, 8", HE (M106) (A) .04 21 May 79
Projectile, 8", HE, ICM (M509) (A) 11.20 21 May 79
Projectile, 8", HE (M650) (A) 83.04 21 May 79

CATEGORY IV - LAUNCH VEHICLESi GUIDED MISSILES,
ASROC, Antisubmarine Rocket (N)
Bomb, Anti-Armor Cluster Munition CBU-90 (AF)

(a).
3,351.00

TABLE /7-I-1, Major Defense Equipment List
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DSAA Approved Pro Rata
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Nonrecurring Cost (NRC) Date NRC
Recoupment Charge Charge
Approved
Bomb, Combined Effects Bomblet, CBU 87 (AF, N) (a)
Bomb, Cluster, TMD/Gator Mines, CBU 89 (N, AF) (a)
Bomb, MK-20, Cluster Bomb, Rockeye (N) 117.39 25 Mar 83
Bomb, MK-82, 500#, General Purpose (N) 3.29 25 Mar 83
Bomb, MK-83, 1,000#, General Purpose (N) 10.40 - 25 Mar 83
Bomb, MK-84, 2,000#, General Purpose (N) 12.80 25 Mar 83
Bomb, M-117, 750#, General Purpose (AF) (a)
Bomb, Guided Walleye (N) (a)
Fuel Air Explosive Weapon, FAE II (N) (a)
Gun Mount, 5", 54 MK-45 (N) (a)
Gun Mount, 76mm, Gun, MK-75 (N) (a)
Launcher, Harpoon (N) 80,562.00 20 Jan 78
Launcher, TOW (A) 3,029.00 16 Sep 77
Launcher, MK-13 (N) 78,125,.00 17 Nov 78
Launcher, PATRIOT (A) 214,782.00 18 Nov 78
Launcher, Roland (A) 324,828.00 24 Sep 80
Launcher, MLRS (A) 132,400.00
Light, Antitank Weapon, 66mm, LAW M72 Series (A) 1.32
Missile, AIM-120, AMRAAM (AF,N) (a)
Missile, AIM-4, A-G Falcon (AF) 3,321.00 12 Mar 82
Missile, AIM-7 (Skyflash portion) (N) 820.30 7 May 81
Missile, AIM-7, Sparrow C/D/E (N) - 2,733.00
Missile, AIM/RIM-7F/M, Sparrow (N, AF) 7,646.00 2 Jun 82
Missile, AIM-9/J/P/N (AF) (Motor - 200,00) 333.00 12 Mar 82
Missile, AIM-9L (N, AF) 2,604,00 18 May 78
Missile, AIM-9H (N) 3,457.00
Missile, AIM-9M (N) 6,368.00 25 Mar 83
Missile, AIM-54 A/C PHOENIX (N) 71,295.00 '
, (Front End - 35,019)(Aft End - 36,276)

Missile, AGM-45, Shrike (N, AF) 4,890.00 11 Aug 78
Missile, AGM-65A/B, Maverick (AF) 3,722.00 3 Feb 81
Missile, AGM-65D (AF) 3,811.00
Missile, AGM-65E (N) (a)
Missile, AGM-88 Harm (N) 21,248.00 20 Apr 82
Missile, Chaparral Series (A) 5,445.00 10 Nov 79
Missile, Dragon, HEAT and Practice Missiles (A) 378.00 24 Mar 80
Missile, Harpoon R/U/AGM-84 (N) 44,083.00 20 Jan 78
Missile, I-Hawk Series (A). 7,053.00 12 Nov 80
Missile, Lance (A) ' 76,205.00 21 May 82
Missile, Nike Hercules (A) 448,055.00
Missile, Patriot MIM-104 (A) 82,836.00 18 Nov 82
Missile, Pershing Series (A) 128,378.00
Missile, Redeye ?A (a) '
Missile, Roland (A) 4,422.00 24 Sep 80
Missile, AGM-78 Standard ARM (N) (a)

TABLE /-I-1.  (Continued)
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DSAA Approved Pro Rata
Nonrecurring Cost (NRC) Date NRC

Recoupment Charge Charge
Approved

Missile, Standard I (MR) (ER) (N) ' 12,602.00 Sep 77
Missile, Standard MR II (MR) (ER) (N) : ‘ (a) '
Missile, Stinger (A) 5,400.00 28 Jul 79
Missile, Tomahawk (N) (a) ‘
Missile, TOW HEAT and Practice Missiles (A) , 293.00 16 Sep 77
Missile, I-TOW (A) 487.00 3 Nov 81
Missile, TOW II (A) 658.00 19 Dec 83
Missile, M-65 Subsystem, Ajrborne TOW (A) ‘ 13,162.00 28 Sep 79
Rocket, 2.75" Series (A, N, AF) .87 26 May 80
Rocket, MLRS (A) 667.00 _
Torpedo, MK-46 MOD 2 (N) 8,993.00
Torpedo, MK-46, NEARTIP Kit (N) ‘ 3,795.00 26 Jun 80

(Converts MK-46 MODS 1/2 to MOD 5) o *
Torpedo, MK-46 MOD 5 (N) 9,308.00
Torpedo, MK-48 (N) 86,255,00 21 Jul 77
Torpedo, MK-48 ADCAP Kit (N) 103,322.00 25 Nov 80

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. Muni-
tions List.

CATEGORY VI - VESSELS OF WAR AND SPECIAL NAVAL EQUIPMENT

CG - Guided M1ss11e Cruiser (N) (a)
DD-963 (N) (a)
. (a)

a

DD - Destroyer (N)

DDG - Guided Missile Destroyer (N) _ (a)

FFG - Guided Missile Frigate (N) ©3,591,379.00 18 Oct 78
LPD - Amphibjous Transport Dock (N) (b)

LSD - Dock Landing Ship (N)
"LST - Tank Landing Ship (Newport Class)(N) 824,840, 00‘ - 25 Jan 84
LKA - Amphibious Cargo Ship (N) (b)

LPA - General Purpose Amphibious Assault Ship (N) (b) -

MSO - Minesweeper, Ocean, Nonmagnetic (N) (b)

PHM - Patrol Combatant M1ss11e Hydrofoil (N) (a)

SS - Submarine, Conventionally Powered (N) - (b)

CATEGORY VII - TANKS AND MILITARY VEHICLES

Armored .Reconnaissance ' _
Airborne Assault Vehicle, M-551 (A) 33,213.00

Carrier, Armored Personnel, M-113 Series (A) 688.00 11 Sep 78
Carrier, Command Post, M-577 Series (A) 688.00 11 Sep 78
Carrier, Cargo, M-548 Series (A) . 688.00 11 Sep 78
Gun, Self-propelled, 175mm, M-107 (A) 40,258.00 26 Mar 80 ‘

TABLE /-I-1. (Continued)

7-22 Change No. 2, 2 Jan 1985



DSAA Approved Pro Rata

DoD 5105.38-M

Nonrecurring Cost (NRC) Date NRC

Recoupment Charge Charge
Approved
Howitzer, Self-propelled, 8", M-110 (A) 14,371.00 26 May 80
Howitzer, Self-propelied, 8", M-110A1 (A) 16,975.00 26 Mar 80
Howitzer, Self-propelled, 8", M-110A2 (A) 21,069.00 26 Mar 80
Howitzer, Self-propelled, 155mm, M-109 Series (A) 5,636.00 26 Mar 80
Howitzer, Med, Towed, 155mm, M-198 (A) 80,876.00 21 May 79
Mechanized Infantry Combat Vehicle, M-723 (A) (a)
Tank, M-48A1 (A) 1,479.00
Tank, M-48A3 (A) 5,521.00
Tank, M-48A5 (A) 12,849.00
Tank, M-60A1 (A) 14,083.00 3 Mar 80
Tank, M-60A3 w/TTS (A) 31,427.00 3 Mar 80
Tank, M-60A3 w/o TTS (A) 21,939.00 3 Mar 80
Tank, M-1 (A) 132,162.00 20 Aug 84
Tank, M-1A1 (A) 237,048.00 20 Aug 84
Tank Engine, AVDS-1790 (A) 2,066.00 3 Mar 80
Vehicle, Infantry Fighting (M2) (A) 74,715.00 - 25 Jun 82
(w/o 25mm Cannon)
Vehicle, Infantry Fighting (M2) (A) 79,392.00 25 Jun 82
(with 25mm Cannon)
Vehicle, Infantry Fighting (M3) (A) 73,678.00 25 Jun 82
(with 25mm Cannon) '
Vehicle, Infantry Fighting (M3) (A) 78,355.00 25 Jun 82
(w/0 25mm Cannon)
Vehicle, Recovery, M-88 Series (A) 15,089.00 13 Feb 80
Vehicle, LVT7/LVTAl Series (N) 91,426.00 20 Apr 82
Vulcan Air Defense System, 29,439.00 26 Mar 80
M-163 and M-167 Series (A)
CATEGORY VIII - AIRCRAFT, SPACECRAFT AND ASSOCIATED EQUIPMENT
A-4A (N) 15,165.00 20 Oct 83
A-4B (N) 12,864.00 20 Oct 83
A-4C (N) 15,523.00 20 Oct 83
A-4E (N) 27,929.00 20 Oct 83
A-4F (N) 32,226.00 20 Oct 83
A-6 (N) (a)
A-7 (N) (w/o FLIR) 243,881.00 8 Apr 81
A-10 (AF) Airframe 388,786.00 12 Mar 82
A-37 (AF) 19,651.00
AH-1S (A) 150,856.00 7 Mar 81
AH-14/T (N) (a)
AH-64 (A) (after 30 Dec 83 $1,045,566) 1,600,402.00 25 Mar 82
AV-8B (w/o U.K. Assessment) (N) 867,373.00 26 Jun 81
C-5A (AF) 12,661,728.00 12 Mar 82
C-130 (AF) (a)
C-141A/B (AF) 892,254.00 12 Mar 82

TABLE 7-1-T. (Continued)
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DSAA Approved Pro Rata
Nonrecurring Cost (NRC) Date NRC

Recoupment Charge ~  Charge
‘ Approved
CH-47 (A) (A, B, & C) ' , _ 100,000.00
(including Engine T-55-L-11A) , . _
CH-53E/MH-53E (N) (less Engine). ' 1,023,079.00 12 May 83
E-2C (N) 2,625,904.00 18 May. 78
E-3A, U.S./NATO Standard Configuration (AF) 33,021,000.00 26 Oct 81

(Total U.S. NRC pro rata $27.43M;
Total NATO NRC pro rata $5.59M)

'ﬂ'ﬂ'ﬂﬂ"‘l"ﬂ":‘lﬂ"ﬂ'ﬂ’ﬂ"ﬂ'ﬁ'ﬂ

A-6 (N) a v
-4A (N) 129,712.00 20 Oct 83
4B (N) 70,450.00 20 Oct 83
-4J (N) 122,089.00 20 Oct 83
-4E (N) (w/engine) (25% discounted for i ‘
useful life) . 159,408.00 20 Oct 83
-4G Wild Weasel (AF) (MOD only) 667,241.00 12 Mar 82
-5A (AF) 40,000.00 -1 Nov 71
-5E (AF) 68,000.00 1 Nov 71
-5F (AF) 2067,000.00 25 Nov 75
-8 (N) - 56,859.00 12 May 81
-14 (N) '1,600,000.00 29 Nov 76
-15 (AF) : 1,600,000.00 29 Nov 76
16A/B (AF) (less EPG pro rata NRC $85,000.00) 640,000.00 4 Jun 80
-16C/D (AF) . 713,750.00 12 Apr 84 *
-16/79 (U.S. Charge) (AF) 456,934.00 1 May 81
-18 (N) (includes 2 engines each aircraft) 877,690.00. 5 Aug 79
-100 (AF) (a) _
-101B/F (AF) ‘ : (a)
-102 (AF) | - (a)
F-104A/B (AF) : (a)
F-104C/D (AF) (a)
F-105B/D/F (AF) (a)
F-106A/B (AF) - (a)
F-111A/C/D/E/F (AF) (a)
H-3E (N) ‘ (a)
H-46 (N) | (a)
H-53 (S-65) (N) _ 166,029.00 = 27 Feb 79
KC-10 (AF) 1,176,667.00 12 May 82
KC-135A (AF) _ 217,034.00 12 Mar 82
0v-1 (A) 199,590.00 ‘
0v-10 (N, AF) 41,930.00 9 Jdun 78
P-3A/B (N) 382,750.00
P-3C (N) 592,219.00 3 Jan 78
RF-4B (N) _ : © 104,566.00 20 Oct 83
RF-4C (AF) : (a) :
S-2 (N) 85,449.00 27 Aug 81
S-3 (N) : 3,502,643.00 26 Jun 81

TABLE 7-I-1. (Continued)
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DSAA Apprbved Pro Rata
Nonrecurring Cost (NRC) Date NRC

Recoupment Charge Charge
Approved
SH-2D/F (LAMPS, MARK I) (N) (a)
SH-60B (LAMPS, MARK III) Airframe w/o engine 859,636.00 15 Oct 82
(see GE-401 engines for additional charges) (N)
SH-60B Minimum Avionics Suite (N) 366,236.00 15 Oct 82
SH-60B Mission Avionics Suite (N) 1,063,400.00 15 Oct 82
SH-60B Ship Electronics (N) 1,131,227.00 15 Oct 82
T-2 (N) 39,968.,00 10 Jun 78
TA-4F (N) 28,110.00 20 Oct 83
T-33 (AF) 2,857.00 12 Mar 82
T-37 (AF) 19,651.00
T-38A (AF) 80,972.00 12 Mar 82
UH-1H (A) 4,501.00 1 May 81
UH-IN (N, AF) a
UH-60A (A) (including 2 T-700 Engines) 208,986.00 3 Oct 81
(Airframe only - $169,692,00)
ENGINES
GE-401 (N) (for SH-60B) ($78,039.00 & $19,647.00) 97,686.00 15 Oct 82
CFM-56 (F-108) Engine (AF) 39,677.00 6 Mar 84
F-100 (AF) 221,705,00 12 Mar 82
(if sold with other than F-15/16 aircraft)
PW 1120 (70% of F-100) (AF) 155,194.00 20 Oct 83
F-101 (AF) (a)
F-101X (AF) (a)
F-107 (N) (a)
F-404 (N) (charge for F-18A spare engines) 53,654.00
J-47 (AF) 2,168.00 12 Mar 82
J-52P-6A-66 (AF) 7,270.00 2 Sep 83
J-52P-8A (AF) 30,658.00 2 Sep 83
J-52P-408 (AF) 33,106.00 2 Sep 83
J-57P-6B (AF) 4,600.00 2 Sep 83
J-57P-10 (AF) 4,120.00 2 Sep 83
J-60P-3/3A (AF) 2,520,00 2 Sep 83
J-75 (AF) 28,999, 00 12 Mar 82
J-79-GE-8/10 (AF) 6,400.00 8 Sep 83
J-79-GE-17/A(AF)/J-79-GE-119 27,464 .00 1 Oct 83
J-85 (AF) 17,901.00 23 Mar 83
T-33-P-100 (AF) a)
T-53 (N) 1,542.00
T-55 (A) 6,400.00
T-56 (N) 13,313.00 12 May 83
7-58 (N) (a)
T-64 (N, AF) 38,578.00 12 May 83
T-700 (A, N) (GE-700-2 each per UH-60A) 19,647.00 12 Oct 83
T-700-GE-401 (N) (additive to basic T-700 Charge) 78,039.00 15 Oct 83
TABLE /-1I-1. (Continued)
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~ DSAA Approved Pro Rata
Nonrecurring Cost (NRC) Date NRC

Recoupment Charge Charge

Approved

TF-30 (N, AF) 43,866.00 20 Jun 79
TF-34 (N, AF) 20,705.00 12 May 82
TF-39 (AF) 441,707.00 12 Mar 82
TF-41 (N, AF) (a) _ :

CATEGORY IX - MILITARY TRAINING EQUIPMENT

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

CATEGORY X - PROTECTIVE PERSONNEL EQUIPMENT
’ No items in this category are defined in the U.S. Munitions List as signif-
icant combat equipment. .
CATEGORY XI - MILITARY AND SPACE ELECTRONICS

Avionics Intermediate Shop (AIS) (F-16A/B) (AF) 1,190,000.00
Avionics Intermediate Shop (AIS) (F 16C/D) (AF) 2,400,000.00

AN/SQR-18A (N) 267,069.00

AN/SQR-18A(V)1 (N) = 601,837.00 24 May 84

AN/SQR-19 (N) 1,349.593.00 29 Mar 82

AN/SQS-56 (N) | " (a ‘

AN/TCC-39 (A) : (a

'AN/TRC-170 (AF) 60,622.00 15 Feb 84

AN/USQ-70, Position and Azimuth . *
Determining System (PADS) (A) 2,432.00 *

ECM, ALQ-119 (AF) 6,138.00 9 Dec 75

ECM, ALQ-131 (AF) w/receiver $26.970 w/o receiver 24,108.00 28 Sep 79

Engagement Control System (ECS), 548,311.00 15 Nov 82
PATRIOT, AN/MSQ-104 (A) '

Joint Tact1ca1 Information 50,828.00 30 Oct 82
Distribution System, JTIDS (AF) ’

NAVSTAR Global Positioning System (GPS) (AF) 3,800.00

(this is the User Charge which includes

approximately $1,000 NRC charge) (In FY 79

dollars to be adjusted annually)
Radio, AN/ARA-54 (A) 39.84
Radio, AN/VRC-12 Series (12, 43 through 49) (A) 70.00
Versatile Avionics Shop Test (VAST), AN/USM-247(V) (N) (a)

CATEGORY XII. - FIRE CONTROL, RANGE FINDER, OPTICAL

AND_GUIDANCE AND CONTROL EQUTFMENi

Computer, Fire Control, MK1A (N) _ (a)
Close in Weapon Systems, CINS, PHALARX (N) 287,842.00 28 Oct 78
(per gun mount) .
Director, Fire Control, MK51-2 (N) (a) ' ‘
TRBLE 7-T-1. (Continued)
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DSAA Approved Pro Rata
Nonrecurring Cost (NRC) Date NRC

Recoupment Charge Charge
Approved

Fire Control System, MK-74, SM-1 MR Missile (N) (a)
Goggles, Night Vision, AN/PVS-5 (A) 157.49 31 Jan 80
Missile Minder, AN/TSQ-73 (A) 715,687.00
MFCS MK-92 (N) (a)
Patriot Electrical Power Plant (EPPII) (A) 339,464.00 18 Nov 78
Patriot Antenna Mast Set (A) 131,906.00 18 Nov 78
Pave Tack, NA/AVG-26 Target Designator (AF) 177,648.00 .
Position Location Reporting System,

AN/TSQ-129 (A) 6,564.00
Radar, AN/APG-66 (F-16A/B) (AF) 30,400.00
Radar, AN/APG-68 (F-16C/D) (AF) 101,120.00
Radar, AN/SPS-40B (N) 216,700.00
Radar, AN/SPS-49 (V)7 5(V) 7(N) 305,719.00 15 Mar 84
Radar, AN/TPQ-36 (A) 252,968.00 25 Jul 79
Radar, AN/TPQ-37 (A) 920,199.00 19 May 81
Radar, APG-63 (AF) 410,407.00 ,
Radar, AWG-9 (N) (for PHOENIX Missile) 338,403.00
Radar, PATRIOT, AN/MPQ-53 (A) 2,383,260.00 18 Nov 82
Radar, Fire Control, MK-25 (N) (a)
System, Fire Control, Roland AN/GSG-11 (A) 740,331.00
System, Fire Control, MK-86 (N) a)
System, Fire Direction, AN/GSG-11 TAC/FIRE (A) (a)
Tactical Operations System, TOS (AN/UYQ-19

and 30) (A) 121,128.00
Guided Bomb Unit, GBU-10 (AF) 243.00
Guided Bomb Unit, GBU-12 (AF) 243.00
Guided Bomb Unit, GBU-15 (AF) 12,528.00
Guided Bomb Unit, GBU-16 (N) (a)

CATEGORY XIII - AUXILIARY MILITARY EQUIPMENT

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

NOTES:

(a) Approval for pro rata nonrecurring cost recoupment charge will be
requested from the Director, DSAA, at a time of actual demand for FMS or
commercial sales proposals.

(b) For older ships designated, a percentage charge (3.5%) for recoup-
ment of nonrecurring cost will be established at a time of actual demand for
FMS or commercial sales proposals.

TABLE 7-1I-1. (Continued)
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'SECTION II - PREPARATION AND PROCESSING OF FOREIGN MILITARY SALES AGREEMENTS

A. PURPOSE. The purpose of this section is to provide specific instructions
for responding to approved foreign country or international organization
requests for a firm FMS offer from the DoD. It also prescribes normal pro-

- cessing times and allowable timeframes between release and expiration of the
offers.

B. POLICY.
1. DD Form 1513 - Letter of Offer and Acceptance (LOA).

a. The DD Form 1513, LOA, will be used for all foreign military
sales of defense articles and services (including training) by the Military:
Departments and Defense Agencies. (See Figure 7-1I-1.)

b. The offer will itemize the defense articles and services
offered and when executed becomes an official tender by the Government of the
United States.

c. The acceptance constitutes the agreement of the foreign govern-
ment to the offer and with applicable funding completes the contract.

d. Annex A of the DD 1513 contains "General Conditions" which is
an official part of every offer issued. (See Figure 7-1I-2.)

e. In all FMS cases involving major systems/end items, the LOA
will include all complementing/supporting materiel and services as opposed to
negotiating separate cases for each of these items/services. Exceptions to
this requirement must have the prior approval of DSAA/Operations.

f. If all line items cannot be listed on the first page of an
offer and acceptance, show only the program total and list the remaining line
items on DD Form_1513c continuation sheets. (See Figure 7-11-3.)

g. Such additional terms and conditions as may be appropriate for
a particular sales case shall be set forth in one or more attachments or
continuation sheets to the DD Form 1513. All attachments (including DD 1513-C
continuation sheet with notes) are an integral part thereof. Each page should
indicate the case identifier at the top of the page and be numbered consecu-
tively from the first page of the LOA to the end of all information provided
with this LOA. Thus the number on the DD Form 1513 would reflect the total
number of pages in the LOA.

h. The percentage rate used for determining packing, crating and
handling costs, general administrative costs, and supply support arrangement
costs should not be indicated in the applicable blocks. (This guidance also
pertains to Other Estimated Costs (Block 25) should a percentage rate be
applicable.)

i. See Table 7-II-1 for detailed instructions on the filling in of
the blocks on the DD,Form 1513 - Offer and Acceptance.
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C. PROCEDURES.

1. The DoD Component should proceed with the development of the LOA
when tasked by DSAA in the case of a request for the purchase of Significant
Combat Equipment (SCE) or upon receipt of a LOR from a FMS customer or Securi-
ty ?ssistance Organization (SAQ) for other defense articles or services (Non--
SCE).

2. The letter of request must be validated to insure the potential
customer is an eligible FMS recipient, that the article or service sought may
be sold and that the request was received through prcper channels. Approval
channels for LORs are included in Chapter 7, Section I, paragraph C.1.b.

3. DoD components must formaily acknowledge receipt of approved LORs
within five days.

4, Data cards for valid LORs must be submitted to DSAA for input into
the 1200 system within ten calendar days of receipt of the request. Further
“information concerning the DSAA 1200 system requirements can be found in
Chapter 15, this Manual.

5. The DoD component 1is responsible for inserting the appropriate
Military Articles and Services List (MASL) line data for each line item on
each LOA. Should there not be any applicable line in the MASL, it is the
responsibility of the DoD component preparing the LOA to establish a line in
accordance with the procedures outlined in Chapter 15, Section IV, this
Manual. The LOA will not be processed and will be returned to the preparing
component if line items are not in the MASL or if they contain incorrect MASL
data.

a. Identification of End Items. The LOA will contain a separate
line item for each generic item that is measured in quantities; e.g., AH-1
Helicopters, F-15 Aircraft, 155mm Ammunition, Harpoon Missiles.

b. Identification of Dollar Items. The LOA will group generically
into a single 1ine item doliar-denominated lines such as spare parts and
training, to the extent that common generic codes apply. For example, a.
series of tool kits with identical National Stock Number and generic codes
should be aggregated under a single line in the LOA.

c. Use of Sub-Case Identifier Systems. Sub-cases may be used as
separate line 1items to the extent that they are compatible with the MASL
breakout and reporting by generic code identification. End items which are
identified by separate generic codes shall not be commingled with dollar-
denominated items with a different generic code.

6. DoD components will pfocess LOAs which meet the thresholds for
reporting to the Congress in accordance with Section IV of this chapter.

7. Maximum processing time between the receipt of a request for a LOA
and its submission or Amendment thereto to DSAA for coordination and/or
countersignature is sixty (60) days. Earlier response will be made whenever
possible,
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8. DD Form 1513 - Information Conveyed.

a. General. The LOA, when signed, is an official agreement
between the United States and the purchasing country or international organi-
zation regarding terms and conditions pertaining to furnishing certain goods
or services. As such, the DD Form 1513 and its enclosures must provide
sufficient detailed information so as to make clear the obligations of the
United States ‘and the Purchaser. The type and amount of information which
must be conveyed will vary depending on the nature of the sale. However, at
least some information which 1is supplemental to the preprinted "General
Conditions" of Annex A of the DD Form 1513 must be provided for each sale.
The normal method of accomplishing this is in the form of explanatory "Notes"
which are cross-referenced to the line item information included on the face
of the DD Form 1513. Inclusion of this information as a complete package
within the LOA, rather than orally or by separate correspondence, reduces
misunderstandings regarding FMS Case commitments.

b. Supplemental Information and Coordination for LOAs.

(1) Checklist. Table 7-1I-7 provides a summary of supplemen-
tary information which must either be addressed or considered when the LOA is
developed. The chart indicates that information must be provided to purchas-
ers in the form of Notes or Supplemental Terms and Conditions, depending upon
the nature of the articles and/or services being sold. Items indicated by "X"
must be addressed in Notes or Supplemental Terms and Conditions to the DD Form
1513; those indicated as being on an "as-required basis (A/R)" should be
addressed if the nature of the transaction so warrants. The following subpar-
agraphs include instructions and discussion regarding the nature of this
supplemental information. The subparagraphs are aligned to the column "Sup-
plementary Information for Letters of Offer". In addition, the Checklist
shown in Table 7-II-8 may be used for the coordination of selected LOAs.

(2) Transportation Instructions.

(a) Related Chapters. Refer to Chapter 8, Section III,
this Manual, for detailed transportation information and Chapter 5 for export
licensing and customs clearance requirements.

‘ (b) Understanding Between the U.S. Government and the
Purchaser of Method of Shipment. There must be clear understanding between
the U.S. Government and the purchaser as to where and how the materiel pur-
chased will be shipped. Blocks (19), (20), (33) and (34) of the DD Form 1513
are designed to fulfill this purpose under the normal Foreign Military Sales
(FMS) method of shipment (i.e., by collect commercial bill of lading to
freight forwarders, or by the use of codes prescribed in DoD 4140.17-M).
However, supplementary instructions are required to enable purchasers to fill
out Blocks (33) and (34) properly. DoD 5105.38-D (MAPAD) identifies
transaction instructions furnished by the Defense Logistics Agency (DLA) to
meet this need; it should be used by all DoD components as a guide.

(c) Method of Transportation. It is DoD policy that to
the extent possible, FMS recipients should be self-sufficient in transporta-
tion of their materiel. The normal method of movement of FMS materiel is by
commercial carrier to the freight forwarder designated by the purchaser.
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Exceptions to the basic DoD FMS self-sufficiency policy should be noted on the
DD Form 1513 on a case-by-case basis and approved by DSAA with concurrence of
ASD/MI&L. Normally, firearms, explosives, lethal chemicals, other hazardous
materiel and occasionally, classified materiel are moved within the DoD
Defense Transportation System (DTS). Air cargo that exceeds commercial
capability is alsc delivered through DTS. Any other exceptions must be speci-
fically approved by the DSAA on a case-by-case basis. Use of the DTS, to
include all related terms and conditions for movement, must be stated in the
LOA. Each request for an exception to use the DTS must be supported with a
statement that addresses projected tonnage, special transportation require-
ments, and other relevant information that would justify the commitment of DoD
transportation assets. Upon approval, the extent of authorization must be
clearly delineated in the supplementary conditions in the LOA. This would
include identification, by specific item, when certain items in the LOA are to
be shipped via the purchaser's freight forwarders.

(d) Articles Returned to U.S. Facilities. The transpor-
tation of materiel to U.S. facilities for repair and return is normally the
responsibility of the FMS purchaser. Use of the DTS for such materiel will be
authorized only in exceptional situations. The factors, criteria, and ap-
proval channels summarized in paragraph 8.b.(2)(c) above for authorizing the
use of the DTS also apply to such authorizations for the repair and return of
foreign country owned materiel. Table 7-II-2 provides instructions for
completing the transportation related blocks of the LOA for repair and return
FMS cases. It is the responsibility of the cognizant DoD component to assure
that the LOA for the repair and return of materiel is complete and provides
all information required by the purchaser. A complete CONUS address for return
of each item or category of items must be identified in the LOA.

(e) Aircraft Transportation. In the interests of public
safety, the following policy 1s established for the materiel condition of U.S.
aircraft prior to delivery. The FMS purchaser should advise whether aircraft -
will be delivered by commercial ferry service (arranged by the customer), DoD
ferry, or surface transportation. Sales agreements will contain the stipula-
tion that delivery will be made only under one of the following conditions:

1. Flights Delivery/Ferrying. In the event flight
delivery of the aircraft is desired by the purchaser, the aircraft must be
placed in safe operating condition consistent with established standards of
the military service of origin or Federal Aviation Administration (FAA).
Required maintenance may be done through negotiation with the service of
origin or a commercial FAA certified facility, and all costs will be borne by
the purchaser. Aircraft will be released for flight only after an inspection
by the service or origin has determined that the established military service
standards have been met except where the purchaser elects to have maintenance
performed in an FAA certified facility, in which case release will be accom-
plished by an FAA or service of origin inspection, as appropriate. See Tables
7-11-3 and 7-11-4 for additional terms and conditions for aircraft ferrying.
These terms and conditions are provided for illustration and may be amplified
to comply with specific sale requirements.

2. Surface Transportation. Aircraft not to be
restored to the criteria in paragraph 8.b.(2)(e) above will be sold with the
understanding that they will be delivered to destination by surface transpor-
tation only.
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3. Additional Terms and Conditions. Additional
terms and conditions for transportation and services which may apply in
certain cases are at Table 7-II-5.

(3) Delivery Schedule of Items. Block (18) of the DD Form
1513 provides the appropriate leadtime from the date of LOA acceptance to the
date of delivery. This provides sufficient information for most cases, unless
delivery of major end items (i.e., airplanes, ships, missiles, or major combat
vehicles) is involved. A schedule of estimated in-country or CONUS equipment
deliveries by month, will be provided for major end items. When appropriate,
the schedule of de11ver1es will include required delivery -dates for items not
to be delivered earlier than a specified date.

(4) Qualifications Regarding Price and Availability Data.
There must be as clear an understanding as possible of the Timitations of the
validity of data included in the LOA; much of the general conditions of the DD
Form 1513 is designed for this purpose. However, any of the following data
which is pertinent to the case must be provided as "Notes" to the LOA.

(a) Any deviations or substitutions to quantities or
equipment which was included in the foreign country or international organiza-
tion request for LOA, with explanation for the deviation or substitution.

(b) The last date of validity of either price or avail-
ability data included in the LOA, with an explanation of the reason why, if
the Offer is time-sensitive. Even though each Offer carries an expiration
date, it is important that the purchaser be aware of any criticality in that
date.

(c) Any particular reservations regarding the price
_quoted in the Offer should be noted and explained.

(d) The extent to which either the price or availability
quoted is dependent upon an action yet to be taken by the U.S. Government
(e.g., the selection of the equipment for U.S. forces).

(5) Personnel Movement to and from country. Cases which pro-
vide for the provision of technical assistance services, either by contractor
or military personnel, should specify to the extent known:

(a) The number of personnel who will perform the task.

(b) Planned date of arrival in-country.

(c) In-country destipation and "home station."

(d) Extent of in-country travel required to perform the
mission.

(e) Planned duration of stay in-country, and planned
departure date.

(6) Agreements Regard1ng Status or Facilities for U.S. Govern-

ment or Contractor Personnel While in the Host Country.

(a) General. The LOA should include those conditions
required to insure that 0.S. personnel can operate to the extent possible in
safety, immunity, and under U.S.-type conditions. Agreements required will
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vary due to both the nature of the project and the nature of the country
involved. The appropriate legal office of the military department concerned
should be consulted to provide the salient agreements which protect that
status of U.S. personnel in a given country.

(b) Sample Terms and Conditions. Table 7-1I-6 sets forth
sample terms and conditions which can be used as a guide for negotiating
agreements with countries on programs involving the introduction of substan-
tial numbers of contractor personnel. These conditions may be used as a guide
in developing similar agreements for countries for which no Status of Forces
Agreement (SOFA) exists. Where a SOFA exists, references should be made to
the SOFA.

(c) Statement of Facilities, Services, or Personnel to be
Provided by the Purchasing Country. Table 7-1I-6 also provides examples of
certain actions which must be taken by the purchaser to insure success of the
program, in terms of facilities, services, or personnel. These actions will
vary from program to program. It is essential that the responsibilities of
‘the U.S. Government and the purchasing nation be clearly and completely
delineated as a part of the LOA or its attachments.

- (7) Memorandum of Understanding or Statement of Work. Major
FMS undertakings may call for a Memoranda of Understanding (MOU), or detailed
Statements of Work (SGW), before they can be undertaken by the U.S. Govern-
ment. Such documents should be made an integral part of the LOA by reference
on the DD Form 1513 and, where appropriate, should be attached to thereto.

(8) Schedules of Personnel Training.

(a) Schedules Included in DD Form 1513. LOAs which call
for training of foreign personnel, should include tirm scheduling of personnel
into specific training courses. When this is not feasible, LOAs should set
forth training plans and schedules in general terms, and should dinclude
information required to arrange for definitization of specific training
requirements at a later date.

(b) Purchasing Nation's Responsibilities. LOAs must spe-
cify purchasing nation's responsibilities such as providing pay and aliow-
ances, housing, qualified students, and any required supervision thereof.

(c) Blanket Order Cases. Blanket Urder LOAs for training
will include "Notes" to explain scope of coverage, methods for definitizing
and requesting specific courses, and duration of applicability of the case.
Such cases may be written for up to two years duration, provided the total
value of the case does not exceed $5 million, unless an exception is approved
by the DSAA.

(9) Logistics Information.

(a) Notes to DD 1513. The sale of weapons systems
normally requires the establishment of understandings between the U.S. Govern-
ment and the purchaser regarding logistics arrangements and support. This
subject must be addressed in the "Notes" to the LOA to delineate U.S. Govern-
ment responsibilities, specify the type of equipment being provided, identify
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subsequent actions which must be taken by both the U.S. Government and the
purchaser, and occasionally to advise the purchaser of the nature of procure-
ment action which will be taken.

(b) Configuration. LOAs will specify the configuration
of equipment being sold, but wi urnish detailed equipment specifications
only if required. Variations from standard U.S. Government configurations
will be noted, together with any risks which might be assumed as a result of
the variance. The notes will highlight any purchase of equipment being made
of a configuration contrary to that recommended by the U.S. Government.

(c) Logistics Conferences or Site Surveys. LOAs will
include the requirement for, and scheduling of Tlogistics conferences or site
surveys for the purpose of definitizing procurements of spare parts and
support equipment, when applicable.

(d) Concurrent Spare/Repair Parts. The DoD components
authorized to make offers will assure that at least a one-year supply of "in-
country" concurrent (initial) spare/repair parts, through fourth echelon
requirements at U.S. peace-time usage rates, shall be included with equipment
being offered. Such spare and repair parts packages should be identified by
category and total value rather than by item. Normally, pricing of individual
repair parts is not done.

(e) Spare Parts Support Availability. For offers of MDE
items, the purchaser will be advised of the estimated period that U.S. Govern-
ment spare and repair parts support will be available, providing that a
termination of such support can be identified.

(f) Sole Source Procurement. If the purchaser has
specifically requested that procurement of a particular item is to be provided
from a sole source, the designation will be addressed in the "Notes" to the
LOA. (See Chapter 8, Section II, paragraph B, for Sole Source Procurement
Provisions.)

(g) U.S. Government Intent for Maintenance Support Plans.
Any U.S. Government intent to develop logistics or maintenance support plans
will be specified in detail.

(h) Basis for Logistics Support Cost Estimates. The
basis upon which logistics support cost estimates are made will be specified.
These should include the period of support of initial spares and repair parts
package, operational deployment of equipment, 1level of maintenance to be
accomplished by the purchaser, and number of maintenance sites.

vi) Critical Long Lead Items. Insofar as possible, the
LOA must identify, by 1ine item of equipment, any critical long-lead time
jtems of spares or support equipment which must be procured in advance of the
definitization conference, to insure in-country logistics support of the
weapons system by its scheduled delivery date.

(10) Financial Intormation. (Also refer to Section III, this

chapter.)
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(a) Financial Annexes.

1. Purpose. The Financial Annexes specify the
purchaser's projected payment dates and amounts, and describe the interface of
the payment schedule with the FMS billing system. Through the use of such
annexes any misunderstandings are eliminated as to when payments are to be
made to the U.S. Government. Annexes also provide budgetary planning data for
the purchaser. Budgetary planning, like all planning, has an inherent element
of uncertainty; however, the data provided by the annexes reduces the level of
uncertainty.

2. Payment Schedule Requirement.! Each financial
annex for LOAs financed under "Terms of Sale" of dependable undertakings, cash
prior to delivery, FMS credit, MAP, or any combination thereof will include a
payment schedule. This payment schedule will:

a. Include specific calendar dates when each
payment is required.

b. Include specific amounts due on each
calendar date. These amounts will be equal in total to the amount reflected
in the estimated total cost block (26) of the LOA for the case involved.

(11) Condition of Equipment.

(a) Condition Must be Specified. The LOA must include
information which makes ciear the condition of any equipment furnished from
U.S. Government inventories; the purchaser must not be surprised or disap-
pointed if receiving equipment is in less than "like new" condition. Any
known limitations in condition must be specified in the LOA, using codes set
forth in Annex A of the DD Form 1513.

(b) “As-Is, Where-Is" Materiel.

1. Inspection. It is highly recommended that a
purchaser inspect, in advance of receipt of a LOA, major items and quantities

of excess equipment being sold in "as-is, where-is" condition. It also is
recommended for the U.S. Government to obtain written acceptance of the
condition of the equipment as a result of this inspection. Any such accep-
tance should be noted in the LOA.

2. Present Condition. The condition of equipment
sold "as-is, where-is" should be identified by Condition Codes (e.g., R-4),
and the LOA should include a short note of what Condition Codes indicate.

3. Repair Costs. The LOA must specify that the
cost of any repair/rehabilitation of excess items is not included in the
"as-is, where-is" price.

(12) Identification of Equipment to be Supported. LOAs for all
requisition cases (whether a Cooperative Logistics Supply Support Arrangement
(CLSSA), FMSO II or blanket order) must specifically identify the major items
of equipment being supported by the case.
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(13) Description of Services to be Provided. There must be a
clear and comprehensive understanding of the extent and limitations of the
obligation undertaken by the U.S. Government when providing services under an
FMS case. This may require a detailed Statement of Work for major undertak-
ings, but can be done by providing the following information for routine
cases:

(a) Description of the nature of the service to be per-
formed, together with its purpose. , :

(b) Statement of where and how the services will be per-
formed.

(c) Statement of the anticipated result when the service
js completed, together with any information of which the purchaser should be
aware regarding U.S. Government reservations or qualifications as to success
of the project.

(14) Single Selling Price. It is DoD policy to provide a
single unit price for articles offered under FMS. It 1is not normal FMS
practice to provide a detailed description of the components of cost inciuded
in estimated prices for line items on LOAs. There may be instances where the
provisions of such information is desirable to clarify the service to be
provided. For example, when project management 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 informa-
tion which demonstrates that such costs are necessary. Furnishing any cost
breakouts beyond a single unit price requires the DSAA approval. -

i

(15) Royalties and Non-Recurring Cost (NRC) Recoupment Charges.
FMS cases will not normally be established for the sole purpose of collecting
either royalties or pro rata nonrecurring cost recovery charges. FMS cases
that sell a Technical Data Package (TDP) must include an obligation for the
purchaser to pay the U.S. Government a royalty charge to be made per unit of
production which may be fixed subsequently by a DD Form 1513-1. However, pro
rata nonrecurring cost recoupment charges assessed for articles sold under FMS
will be included in the unit price of the end item being sold and will not be
shown separately. Due to inclusion of sensitive U.S. technical production
information, data regarding U.S. Government cost pool and production quan-
tities used to determine NRC recoupment charges will not be released to
foreign governments, international organizations, or domestic requesters.

(16) Responsibility for Initiation of Requisitions.

(a) Identification of Responsibility. There must be
clear understanding between the U.S. Government and the purchaser as to which
party will initiate requisition actions required for spare parts and similar
type support.

(b) Instructions for Purchaser. The LOA will contain
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.
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(c) Repair and Return. The LOA will also contain suf-
ficient disposition instructions for articles (owned by the purchaser) being
returned by the purchaser to the CONUS for maintenance and repair services.
To the extent possible, purchasers will be encouraged to provide estimated
repair schedules for inciusion in the LUA.

(17) Indemnification and Assumption of Risk.

(a) Indemnity Clauses.

1.  Annex A 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
MILDEP concerned when it appears that special circumstances of individual
purchases require an expansion of indemnity clauses.

2. If additional indemnity clauses are required for
transportation, Tables 7-II-3 through 7-II-5 provide the pertinent clauses
which should be used.

(b) Ammunition Sales. When a sale of ammunition is
requested, DoD components should inciude the following note on the LOA:

NOTE: The U.S. Government is a self-insurer, and in this connection your
attention is invited to Conditions A-1 and A-2 of Annex A to this Offer and
Acceptance. DoD shall employ the same inspection procedures for this ammu-
nition as would be used in the procurement of this type of ammunition for
itself. Lot production of ammunition, however, carries risks associated with
the ammunition's resultant performance. This risk is assumed by the U.S.
Government in procurement for its own use, and this risk is also assumed by
the purchaser 1in procurement for its use under this Offer and Acceptance.
Accordingly, financial restitution will not be made for claims made on SF 364
Report of Discrepancy (ROD) (see Condition B-6 of Annex A) for ammunition
deficiencies unless such claims involve damage due to U.S. Government actions
with respect to compliance with applicable inspection criteria and procedures,
or U.S. Government actions with respect to packing, crating, handling, or
transportation, or unless the U.S. Government can obtain equal restitution
from its contractor.

(18) Absence of Specific Information.

(a) Requirement for Special Notes. LOAs are sometimes
prepared either at purchaser request or 1in U.S. Government interest, before
specific details to provide all information covered in the foregoing para-
graphs are known. In such cases, "Notes" to LOAs will include general cover-
age of this information and an estimate of when specific information on these
topics can be provided to the purchase.

(b) Follow-on Communication. The LOA should include
information sufficient to establish follow-on channels of communication
between the purchaser and the U.S. Government component responsible for imple-
menting the FMS case.
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(19) Patent Rights. In the event that an individual, commer-
cial entity or foreign country should assert ownership of a foreign patent on
an item intended for sale or being sold under FMS, and there are reasonable
grounds for the belief that a purchasing country or international organization
may be subjected to a possible claim for foreign patent infringement, the DoD
components in coordination with the DSAA, are authorized to make such a sale,
provided a note is added to the LOA for the FMS case advising the purchaser of
the existing allegation of a foreign patent right. The note should read
substantially as follows: "(Name of individual, commercial entity or foreign
country, and address,) has aTleged rights in certain components of the (Name
of FMS item) offered herein. In this connection, the Purchaser's particular
attention is invited to Conditions A.3 and C.1 on Annex A to the DD Form
1513."

(20) Security Assurances. The following should be included as
a note in all LOAs:

(a) LOAs with Foreign Governments.

In addition to the assurances contained in Annex A, Paragraph
B.9 of this Offer and Acceptance, the Purchaser certifies that it
will maintain the security of any classified material/information
(to include articles, plans, designs, specifications and technical
data) described 1in this Offer and Acceptance commensurate with
existing security agreements between the U.S. Government (USG), and
the purchaser. If such security agreements do not exist, the
purchaser certifies that: (a) classified United States Government
material/information furnished under this Offer and Acceptance will
be afforded a degree of security protection at least equal to that
afforded it by the U.S. Government; (b) such classified material/
information will not be provided to anyone not an officer, employee,
or agent of the purchaser, except as specified in this Offer and
Acceptance, without the approval of the USG; (c) the material/
information will be used only for the purpose specified in this
Offer and Acceptance; (d) the purchaser will promptly and fully
inform the USG of any compromise, or possible compromise, of U.S.
classified material/information furnished pursuant to this Offer and
Acceptance; and (e) classified material/information will be provided
only to those individuals having an adequate security clearance and
a specific need to know in order to carry out the LOA program. The
purchaser further certifies that if the U.S. classified material/
information is to be furnished to its contractor pursuant to said
Offer and Acceptance: (a) such material/information will be ex-
changed through official government channels; (b) the specified
contractor has been granted a facility security clearance by the
purchaser at a level at least equal to the classification level of
the U.S. information involved; (c) all contractor personnel requir-
ing access to such material/information have been cleared to the
appropriate level by the purchaser; and (d) the purchaser will
assume responsibility for administering security measures for the
protection of such material/information while it is in the pos-
sessijon of its contractor. Additionally, if a commercial transpor-
tation agent or freight forwarder is to be used for shipment, the
purchaser certifies that such transportation agent or freight
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forwarder has been security cleared at the appropriate level for
handling of classified material.

(b) LOAs with NATO and NATO Commands and Agencies.

A11 U.S. classified material/information (to include articles,
plans, designs, specifications and technical data) described in the
Letter of Offer and Acceptance shall be protected as NATO classified
information of an equivalent classification level in accordance with
the policy and procedures contained in NATO document C-M(55)15
(Final), “Security Within the North Atlantic Treaty Organization."

(21) Travel Costs for Foreign Personnel. The purchasing
country or international organization 1is responsiblie for all transportation
and travel costs for its personnel on assignment in the United States, or
required in conjunction with FMS programs. In no circumstances are such
expenses authorized for reimbursement under FMS LOAs. Instead, the funding of
transportation and travel costs must be arranged directly between the foreign
traveler and his government without U.S. Department of Defense involvement.

c. Documents to be Included with DD Form 1513.

(1) Financial Analysis.

(a) Purpose. The purpose of an analysis is to permit all
approval echelons a review %or completeness and accuracy of financial data.
The Financial Analysis will accompany the Letter of Offer or amendment
throughout the coordination cycle but will not be submitted to the prospective
purchaser. The DSAA Comptroller will provide a copy of the Financial Analysis
and LOA to the Security Assistance Accounting Center (SAAC) after counter-
signature.

(b) Requirement. A1l LOAs and proposed amendments for
the sale of end-items or services must be accompanied by a Financial Analysis
for each line item which contains one or more of the following:

1. Pricing based on supply from excess or non-
excess stocks, when no replacement is required.

2. Recoupments of nonrecurring RDT&  and/or
production costs.

3. Asset use charges (including contractor rental
payments for U.S. Government-owned plant and production equipment).

4. A total case value of $14.0 million or more.

(c) Exceptions. A Financial Analysis is not required for
the following:

1. Individual line items of $50,000 or less.
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2. Line items where the only applicable cost factor
from paragraph c.(1)(a) above is the 1.0 percent asset use charge applicable
to issues from stocks.

3. The Financial Analysis 1is not required for
training, services, or secondary/stock fund items, except as required by
paragraph C.8.c(1)(b) above.

(d) Data Required. The following information will be

included:

1. Case des1gnator, line item and complete descrip-
tive data relative to the item or service.

2. Source of the article. Examples. are:

a. Excess inventory.

b. Inventory (without replacement).
c. Inventory (replacement with same item).
d. Inventory (replacement with improved item).
e. Production. ) .
| 3. Source of price estimatés. ‘Examp1es are:
a.. Prime contractor quote.
b. Prime and Government Furnished Equipment
(GFE) contractor quotes.
€. Standard Price.
1 d. DoD component estimate without contractor

participation, =/, based on recent sale or similar experience, or in accor-
dance with DoD 7290.3-M.

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

a. Agent's fees or commissions included in the
FMS case and the amount thereof. The DoD component certification of reason-
ableness in accordance with Subpart 3.4, FAR and DOD FAR Supplement, Section
25.7305(B) must be attached. If the fee cannot be or has not been certified
as reasonable, the DoD component notification or proposed notification to the
foreign country or international organization should also be attached for
information or coordination. See Chapter 8, Section II, paragraph C, this
Manual, for further guidance. ’

17 Tn this connection, notice should be taken of Section 25.7303(A)(2) of the
DOD Federal Acquisition Regu]at1on (FAR) Supplement concerning the
participation of the procuring contracting officer in the preparation of
P&A Data and that the provisions of this section are complied with.
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b. Inclusion of nonrecurring RDT&E and produc-
tion cost recoupment in accordance with DoD Directive 2140.2.

c. Inclusion of adjustments for estimated
inflation or other risk factors.

d. Replacement cost 1in accordance with the

provisions of DoD 7290.3-M.

e. Asset wuse charge as described in DoD
7290.3-M.

f. First destination transportation costs.

g. Recurring support costs.

h. Unfunded costs.

_ i. Application of factors for estimating
"dollar line items" such as concurrent spare parts.

J. Adjustments based on anticipation of the
receipt of other orders or Defense Department procurement of the item involved
which would likely result in shared overhead costs and a reduced price for the
item.

5. Sources of data used to make any of the above
adjustments and their appTication to the case.

6. A comparison of LOA prices with budgeted or on-
oing DoD component procurement prices, e.g., the Selected Acquisition Report
SAR).

7. Source for Schedule of Payments.

8. A compar1son of LOA prices with all other LOAs
prices for the same item within the previous twelve months. This comparison
should not be limited to sales within the same region.

(e) Format. Figure 7-1I-4 is a suggested format for use
in present1ng required Financial Analysis data. The format may be modified to
meet the needs of the individual DoD components. 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, completeness, and firmness of the estimated prices.

(¢) Termination Liability T/L Worksheets to be Included with

Selected Letters of Offer. The purpose of this worksheet is to provide the
Director, DSAA  with information concerning the implementing agency's
determination of and plan for the collection of an appropriate amount of funds
to cover the T1iability that would accrue to the U.S. Government should the
sales agreement be terminated prior to normal completion. This worksheet is
for internal management purposes and normally will not be furnished to the
purchaser of the defense article or service.
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(a) Offers of $7 Million or More. LOAs (DD Form 1513)
with a total case value of seven million doTlars or more will be accompanied
by a termination 11ab1]1ty worksheet as part of the required financial
analysis when the LOA is submitted to the DSAA for countersignature. Any
modifications or amendments to these cases that contain a revised payment
schedule will also contain a revised termination liability worksheet.

(b) Information to be Included. The following informa-
tion will be included on the worksheet: '

1. Deposit Date. Normally quarterly, in accordance
with the schedule of payments. :

2. Total Payment. Amount required to be deposited
for both disbursements and reserves.

3. Estimated Disbursements, Anticipated payments
to contractors or suppliers during the period covered by the scheduled payment
(i.e., the next 3 months after payment date).

4, Contractor Holdback. Amount earned by contrac-
tors or suppliers during the period but held back to ensure future perform-
ance.

5. Termination Reserve. Amount required to cover
11ab111ty should the contract be terminated during the period.

(c) Format for Use. Figure 7-1I-5 presents a format for
use in present1ng this termination 1iability reserve information. Entries for
each date should show both the gquarterly transactions and the cumulative
totals.

(d) Exclusions. T/L worksheet are not required for cases
in the following categories:

1. Cooperative Logistics (FMSO I and II).

2. Blanket order spare parts requisitions.

3. Other equipment or services, including training
to ?e provided from Department of Defense inventories (i.e., Source of Supply
H Sll

4., FMS cases for which prepayment termination
1iability has been waived. (NOTE: Such waivers to date have been extremely
rare and no additional waivers are currently anticipated).

5. Cases with payment terms of “Cash with
Acceptance." '

(e) Distribution. -Implementing Agencies will provide two
copies of the Termination LiabiTity Worksheet with each applicable DD Form
1513, 1513-1, or 1513-2 presented to DSAA/COMPT (FMSCD) for countersignature.
The two copies will be attached to the cover letter forwarding the

pl
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1513-series document. DSAA/COMPT (FMSCD) will provide one copy of the T/L
worksheet to DSAA/COMPT (FMD) and forward the other to SAAC/FSRC with the
advance copy ot the LOA. Upon receipt of the LOA and T/L worksheet, SAAC
should ensure that the T/L worksheet is separated from the advance LOA copy
and retained after the purchaser-signed copy is received. The T/L worksheet
must be loaded into DIFS prior to implementation of the case, amendment, or
modification.

(f) Quality Control. Implementing Agencies must ensure
that adequate quality controis exist to assure the mathematical integrity of
Termination Liability Worksheets. Termination 1iability and contractor
holdback reserve requirements must be projected to liquidate by the 1last
scheduled payment.

(3) Nonrecurring Cost (NRC) Recoupment Summary. A data sheet
in the format of Figure 7-1I-6 wi e Included with a OAs to identify
whether NRC Recoupment Charges aré included in the LOA. DSAA will review this
information and forward a copy to SAAC for info and retention.

9. Review and Coordination of LOAs.

a. DoD Component Coordination. All LOAs should indicate a coor-
dination by the comptrolier and Tegal counsel of the appropriate DoD com-
ponent.

b. DSAA Operations Directorate Coordination Function. The Opera-
tions Directorate (DSAA/OPS) is the point of entry in the OSD for coordination
of FMS actions {(P&R, P&A, LOAs, Amendments, Notices, and Letters of Intent),
when DSAA coordination is required before countersignature. The Operations
Directorate is also responsible for obtaining coordination of appropriate 0SD
staff elements, as well as obtaining coordination from the DSAA Comptroller.
This coordination is separate from the countersignatures required for all
LOAs, amendments and applicable notifications. Countersignature does not
constitute DSAA/Operations coordination.

(1) Significant Combat Equipment (SCE), and Articles or

Services of a Critical or Special Nature. DoD components wili submit Letters
of Offer for SCE and for those articles or services of a critical or special
nature, to the Operations Directorate, DSAA, for approval prior to submission
to the Comptroller, DSAA, for countersignature and onward processing to the
purchaser.

(2) Additional DD 1513's Which Require DSAA Approval. Addi-
tional LOAs which require Operations Directorate, DSAA, coordination are
those:

(a) for $10 million or more, and all amendments which
increase the value of a case by $50,000 or more.

(b) for which the terms of payment are FMS credit or MAP
funds.

(c) for items containing a nonrecurring cost surcharge as
an element of cost of the items when the surcharge requires the approval of
the DSAA as prescribed in DoD Directive 2140.2.
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(d) for items or services which are not standard in the
DoD inventory or for which new development effort is included as an element to
be procured.

(e) 1involving the sale of Technical Data Packages or
similar technical data. -

(f) dincluding agent's fees.

(g) quoting firm prices for articles being supplied from
DoD stocks. '

(h) for initial dintroduction of MDE/SCE items into a
country or region,

(i) any LOA, amendment or modification which provides for
the sale of SDAF assets.

10. Countersignature.

a. Processing. After any required Operations Directorate, DSAA,
approval of the LOA has been obtained, (and, in the case of Section 36(b)
actions, the Congressional review period is completed), DoD components should
forward to the DSAA-Comptroller, FMS Control Division, the original plus two
copies (three copies if it is a credit or MAP funded case) of the signed LOA
for countersignature prior to release to the purchasing country. The DSAA-
Comptroller and the SAAC will take action to process and record appropriate
extracts of data from the DD Form 1513 into the DSAA FMS Data Base. Counter-
%ignature and DSAA Operations Directorate coordination are separate and

istinct requirements. Countersignature does not Constitute DSAA coordination
or USAA concurrence with all aspects of the LOA.

b. Return to Preparing DoD Component. Subsequent to processing,
the DSAA Comptroller wili: countersign the LOA and return the original copy of
the LOA to the preparing DoD component for further processing to the prospec-
tive purchaser; forward a copy to the SAAC with the termination 1liability
worksheet and financial analysis, if applicable; and retain a copy in order to
enter the appropriate information into the automated data processing system.

11. Incomplete Documentation. FMS transactions submitted for DSAA
Operations Directorate coordination or countersignature which do not include
the proper documentation will be returned to the appropriate DoD component
without coordination. If the.urgency of the situation requires processing
without waiting for the required documents, the matter should be referred to
the Director or Deputy Director, Operations Directorate, DSAA.

12. DD Form 1513 - Duration of Offer.

a. Expiration Date on Offer - Standard. Each Letter of Offer (DD
Form 1513) will include the date upon which the offer expires. DoD policy is
to allow the purchaser no more than sixty (60) days between the date of issue
of the Offer or Amendment and its expiration date. When the Letter of Offer
is forwarded to the DSAA, for coordination and/or countersignature, the date
of the Offer (Block 7) should be completed along with the signature and typed
the name and title of the DoD component authorized representative. Addition-
ally, Block 8 of the Offer should contain an expiration date of 85 days after
the date placed in Block 7 of the Offer. This 85 day period permits a 60 day
review period for the country and a 25 day period for the administrative
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processing required for countersignature and for DoD component issuance of the
LOA or Amendment to the purchaser.

b. Expiration Date on Offer - Exception. If a shorter expiration
period is required because of (1) the validity of contractor quotes comprising
the P&A information included on the Offer or Amendment, or (2) the time
sensitivity of any information included in the Offer, then the shorter expira-
tion period should appear on the LOA, and a note placed on the Letter of Uffer
which explains why the expiration period is less than 60 days. Offer expira-
tion dates in excess of 85 days require the DSAA approval.

13. Acceptance of Offer. The purchaser should complete the acceptance
portion of the DD Form 1513. The form should be signed, dated, and the copies
forwarded to the MILDEP and one copy to the Security Assistance Accounting

Center (SAAC) along with any required initial deposit before the expiration
date listed on the offer.

a. Requests for Extension. Requests by the purchasers for exten-
~sions to expiration dates will be honored only after a full review by the
preparing agency to insure that all data included in the Offer remains valid.
The foreign country or international organization should be advised of the new
expiration date via message from the preparing DoD component along with
authorization to- make a pen and ink change to the expiration date listed on
the LOA or amendment. The SAAC and the DSAA should be provided an information
copy of the message. All concerned should be advised of the consequence of
extensions. Normally, the greater the period of time between offer. and
acceptance the greater the likelihood of decreased accuracy of the P&A data
contained in the LOA.

b. Implementing Agency (IA) Notification of Acceptance. Upon the .
receipt of each accepted LOA, the initiating MILDEP will provide a copy to the
DSAA FMS Control Division.

c. SAO Notification of Acceptance or Rejection. Each Security
Assistance Organization (SA0) will immediately advise the DSAA-Comptroller,
the SAAC, and the MILDEP issuing the LOA by priority message when each LOA has
‘been accepted or rejected by the foreign country or international organi-
zation. In those instances when the LOAs are processed by the foreign country
or international organization not served by SAOs, the LOA will have an anno-
tation requiring the signature authority to immediately notify the DSAA-
Comptroller, the SAAC, and the appropriate issuing organization by message
when the LOA is accepted by an authorized representative of the purchaser.
Each message must contain the date of acceptance. Within five calendar days
of acceptance or rejection of the offer, the DSAA, the SAAC, and the issuing
organization must be notified. If such notice is not received within ten
calendar days after the expiration date, the LOA, even though accepted, will
be automatically cancelled.

d. Requests for Revisions of LOAs. A1l requests for revisions
(prior to acceptance] to the LOA which result in increases to the FMS case
value or increases in scope must be submitted to the DSAA-Comptroller (ATTN:
FMS Control Division) for approval.

7-45 | Change No. 2, 2 Jan 1985



DoD 5105.38-M

e. Pen and Ink Changes - DD Forms 1513 and 1513-1. "Pen and Ink"
changes are modifications to a DD Form 1513 or DD Form 1513-1 authorized by
the issuing DoD components prior to acceptance of the document. "Pen and Ink"
changes should be avoided to the maximum extent. The change may be at the
request of the purchaser or initiative of the issuing DoD component. The
issuing agency must authorize the pen and ink change by message or letter to
the purchaser with a copy to SAAC. If the change authorizes any revision of
unit or total costs, the DSAA-Comptroiler, FMS Control Division must concur
and be furnished a copy of the authorization. Extensive changes should be
made by issuance of a new DD Form 1513 or a DD Form 1513-1 rather than by a
pen and ink change.

f. Receipt and Recording of Acceptance. When the LOA is accepted,
distribution will be made in accordance with the instructions contained in the
LOA. In addition, the applicable MILDEP is responsible for furnishing a
signed copy to DSAA/Comptroller (ATTN: Data Management Division).

14. Addresses of Military Department Central Activities Respons1b1e for

FMS Transactions.

a. Army: Department of the Army
U.S. Army Security Assistance Center
5001 Eisenhower Avenue
Alexandria VA 22333

b. -~ Navy: Department of the ‘Navy
' Chief of Naval Operations (OP-63)
Washington DC 20350

¢. Air Force: Department of the Air Force
Director of Military Assistance
and Sales (AF/PRI)
Headquarters, U.S. Air Force
Washington DC 20330
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FIGURE 7-I1-1

United States Department of Defense
Offer and Acceptance (DD Form 1513)

UNITED STATES DEPARTMENT OF DEFENSE 1) PURCHASER (Neww and Agdrens) (Zip Code)
OFFER AND ACCEPTANCE

121 PURCHASER'S REFERENCE | (3) CABE IDENTIFIER

OFFER
Pursuent 10 the Arms Export Control Act, the Government of the Unitad States (USG) hecsoy offers to seil 10 the sbove purchesst the defenss snti-
cles and delense sarvicas listed below § relerred W 8 “iame” and individuallty 80 “defense erticies™ o¢ “detense services”), sub-

1€ 10 the Lvme contained hestin snd condiuons set farth in Annes A, nd 10 such 0ther peciel Wime eng COAditions which may be » part of, and
poended 0, this Ofter and Acceptance.

- [( )
Signature (U8 Depl/Ageasy Autharissd Reprasenistive) Counprsignature (Offise of the Compivalier, DRAA} (Dgte)
[{ ) (3]
Yyped Neme ead Title Vyped Name ond Tite
(8) ADORESS: (13 DBAA ACCOUNTING ACTIVITY
Pl
17) DATE:

(@) THIS OFFER EXPIAGS:

NOTE: This offec must be acespied aot later thaa ths date shown Ia block 8, Within tive () day of ils acosplance, you must notify the Office of the
Compurolier. DIAA. Otherwiss, thls Offer ts cancelied sad Mieciion of lailia) depasis By oftesss pending daposition Lustruciions shall st by desmed ¢

wives of such concollation. B ompt motification if this offes s rejecied.
e ESTIMATEO VAL A ] opeen

Ok
on A DESCAPTION it g iy R UVERY
(A Shactuing Som § Nustder o AND LeAsSE | TERM
. pinatia auannty | ossue T cost ToTAL CO83 stmanss 1 coos | cooe
L "y ([ [ e wn L [ an
Q1) ESTIMATED COST s
22) ESTIMATED PACKING, CRATING, AND HANDLING COST [

23) ESTIMATED GENERAL ADMINISTRATIVE COSTS '
4] ESTMATED CHARGES FOR SUPPLY SUPPFORT ARRANGEMENT | o
@6l OTHER ESTIMATED COSTS

{Specily) s

26) ESTIMATED TOTAL COSTS s
@n VeRms {28} AMOUNT OF INITIAL DEPOSIT - §
ACCEPTANCE
281 1omaduly of the G ot 133} MARK FOR CODE
ond vpon benaif of | 134} FREIGHT FO A COOE

Q8 PROCURING AGENCY

10 Goverament, accept this 0fier under 1 (51me SNJ CONGILIONS COALMNS
horawn (20 this day of, 10| 138) OESIGNATED PAYING OFFICE

Qs _ an OF DESIGNATED PAYING OFFICE
SIGNATURE

an __
TYPED NAME AND TITLE

DD 250, [5]3 v e e oo SoiTions Ay 8¢ wato PAGE T of  PAGES

FIGORE 7-11-1. United States Department of Defense Offer and Acceptance
(DD Form 1513). »
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FIGURE 7-11-2

General Conditions

GENERAL CONDITIONS A

A THE GOVERNMENT OF THE UNITED STATES:
Agress tu fumsh auch iteun ftum ds Dep of Defense ( fier seletred to sa “POD™) stocks ahd res0utces, oF 10 PIOCLIN
them under terms and with DOD b and . When procusing fur the Furchaser, the DOD shall, in general

cmploy the sme contrect clauses, the me contract sdminstratiun, and ihe same Wapection procedures 8o would be used 10 procusing for insell,
€excepl 83 ulhenuiae fequesicd by the Puschuses and a3 ageed 16 by the DOD. Unless the purchascr hat requested ihas » sole source contracior be
dengnated, and this Letter of Offer and Acceplance reflecis accepianve of sush designanion by the DOD, the Puschaser undeestands 1hat scleciion
uf 1he cuntisctur source 1o (i) 1he requusinens i solely the reapunsibiiny of the Government of the United Siates ibvretnafter eterred to u»uso"x.

Fusther, the Puschases agreaes Wras the Uiuted States Do 1y solely responsible (Qr negorsung the tesms ang of all Y [73
Sulfill the saquisspenis io the Letler of Oftss., :
1. Advizes that when the DOD procuses fut saall, ity cuntracts Include warmanty cisuses only 0n 3n excepiionsl basis. However, the

USG shall, with sespect 16 Hems besng procured, and ugon timely nutice, sitempt 10 the exteit possible 10 obtain any particulsr of special cone
ot pruviwins and wartenties desued by the Putchaser. The USG fwihicr agress 10 easriise, vpon the Purchaser’s requast, any aights fincluding
thuse ariamn, y warrsniies) the USU ma) heve under say cudnuact conhected with the procuseient.of any items. Any sddtivnal cost
~aull g SPrcial LULLEALT PIOYLIONY Ul WaF! 3, 0t the exercise of 0 undes such pruvisions os warrantiss, of soy othes Tights
thai the USG nisy have undes sy coBtrat cunnecied with the procurement of ilems, shall be chaged 10 1be Purchaser.

3. Shall, uniess the condition is uthermise specified herein {€.4., " As 13™), repais Of Teplace 8t no extra voal defense ulklu mpplm! from
DOV stucks which are damuged of fuund 10 be delective 10 teapect ol materal of worhmansbip, when it is blished that thase existed
pras to pesaage ul tile, of found 1o be defective i Jeagn Lo such & degree Lhal the itenms cannot be used a¢ sl o5 the puspuse fur which they
were designed. Quabified represeatatives of the USG and ol the Purchaser, upon oolification punsuang to paragreph B.6. below, shpl) agrse an the
habilisy of the USG Reseundes amd the cortecuve steps 10 Do (uhen

3 Vih seapest o items betng prusured fug aule 10 the Puchaser, 1he USG agrees 10 eaercise wamaniies on beball of the Puscbases pur-
susal 1 A2, abuve 10 Baure, 10 1he eatent provided Dy the warrant), teplscement of cusrecsion of such iteius found (0 be defuciive.

[ b additon, the USG wagrents the il of afl fiemn suld 10 the Puchaser hereunder. The USG, however, mskes no warranlies othed
than (huse specifically set funh Berein, Ju particulas the USG duclaing sny babilay resalting ffom paseat infringement occasioned by he we of
Cluge by ur for Purcluses vuiade che United States of iiean supplied herevuder

Agrees to Jeliver and paas (ke 10 the items (0 (e Puschaser a1 the iniusl point of unless ifird in this Offes ~
e With tespeat 10 defanse aitivden procused (us sale (o the Purchaser, this will nornsly be st the manufacturers’ loading fa
Wwilh repend fu delense estiles tusnihed Hom stucks, this will noemall) be st the U.S Jdepat Articles will be packed, crated or otherwise wtwcd‘
Wt stipaient pows fo Lhe time hitde passes. Bt “Point ub Uelivery " 1 apeciied utherwise than (e innmb poine of shipment, the supplying Milijagy
Depariment or Delense Agency will anange muvernaat of the items 40 the suthonied debvery point &3 reambursable service but will pass Utls at

the LuLa) puint ui shupment: the USG diaglasms eny Lability (07 damage o loas (o the items incurred sfter D‘lﬂ’g of uMe irvespective of \ylu;bu
ARIPULLALILS 1B by CUMMON casmier a5 by the U.S. Latense Transposiation System. - -

s, Advises thet: 3 Unleas othgrwae specified, USG standastd itlems will be (uroished withous regasd 10 miake of model.

] The price uf Hems $u be procurcd ahall be st thew 1utal cosl 10 the USG Unless otheswise apecified, the cost estsmates of items 10 be
procuted, aralability deiermination, pay awnl schedule, aid delivery Propclions yuuled are estimates based On current avajadie auy The USG wily
w113 Dest ellufly tu advise the Puschaset uf 1y authusiied repicsensstives by DD Form 15132:

(1) of an) 1dentiladle cost increass thai might result in 20 wcreass in the "f.\llmutd Total Costs” in e of 10 gescent;
(2) ofany changes 1a the payament schedule(s): snd
(3)  uf any Jdelays which might significantly aff<ct 1he estimated delivery dafes;
but its faidure (0 30 advise Of 1he above shall 0ot affect 1he Pwchaser's ubligation undes paragaphs B.). and B.3. below,
< The USG will, however, use i beat «fforts 10 deliver ems 0F rendes services for 16¢ amount and al e fimes quoted. -

[] Usder unususl 30d compelhing cucumstances when the natiunal United Siates 30 requires, the USG reserves Iht mlu [13
sancel ur suspend all ur part of ibis Olfes and Avceplance 81 any fime pr 0 1he delivery of defense articles of of services
traisiing). The USG shal) be foc all costy of ils L tesulnng from cancellations os tuspensions undet Lhis pasagraph. |

7. Shall refund 10 the Purchaser any payments reccived heseunder which prove to be in eacess of 1be final 10tal <ot of delivery sod
perfutaance ot this Offer 3ad Acceptance, end we nul fequised (0 Coves arrestnges oa other open Offers and Accepisaces of the Purchaser.

1N Adsines thet penunnel pesturming Jdefenae servives proviled under |lm Ukfe 4 Acupunu \u.ll not perfosm any duties of a com. .

bataud netuse, ncluding sny duties telating 1o ttanmy, sdvising. of P " [ sombsgt ivitigs, vulside IM Unived
States 1 coanection with 1he pesformance of Hiese defense ervices.

9. Advises that in 1he sngament or cmplo) ment of United States personnct for ihe performppee of shis Ofles 30d Qccwun“. the USG
will nut Iske (10 sccoumt fae, Teligion, aslwnal Origin or ses,

1eress of

10, Advies shat, h: J Putchaser’s 10 pay interest uo any net amount by which Puschaser may be m asrears on pays
micits {0 Wovided for i parsgraph B.).g. beluw), USG t«mh wil Aot be wed fur dabursements by DOD 10 its contractors in the evens of any -

0 1 pay ments. Accordingly, failure by the Puschaser to miake Limely paymeats in the smounis due mey resuli in delays in contract per-
by DOD claimg by [ custs (i Jing ihe sbove d Interest costs). claims by contracsors for
termnation babiliy fos bicach of cuntract of efniaiion Of contrects by the USG under ¢hus or vihet upcu Offsrs and anunul of nu chluu
st Puschaset’s eapease.

8. THE PURCHASER:

N SheB pey tu the USG the tutal cost 10 the USG uf 1he e, sven if the fingl (Otal €O excends |hl amousls essioaied jo lhu Offet
and Acceplance,

1 Shall mube paymens(s) fue 1he wen by check(s) or by wue transfer payable 18 Uoited Siates doliars to the Treasures of the United
States. .
Ja,  Shall, if “Teron” specify “cash wilh acceptance®, furward with this Offer and Ac«pu»u a check or wire teansfer in the full amount

shuwn a3 the eatunated tutsl ¢ i sgrers 10 make such sdduional pay ment(s) as ma) be specified upon of cosl
tequest(s) fus Juinds 10 Lover such IncTenses.

b, Agress il “Teran specities payaient 10 be “cash privt 10 delivery™ 10 pay 10 the USG such smounis at such tumes as muy be specified
Ilum mm 1o nnie by the USG (nciuding sny initial depust set forth under *Tetms®) in urdes 10 meet payment requirsments fug articles of services
u be ! flum the ot the US U of Delense. USG sequesia fue funds nia) br based ot estimated requirements 1o cover fore-
uum Jdebiveriea of artiches uF suals tu pruvide defdine savicas it b USG policy 1o wbtain {vads 90 days in sdvance of 1he time DOD plans wch
delivetiss ur iBcws such eapeases un behalfl of the Purchases.

Agseer, if “Jernn® specity paymeat by “dependuble undertahing™ to pay 10 the USG such smouniy st such times 35 may be specified
€ 10 tuure by the USG tuding enn) dnatis] depontt aet Jorth under “Ternn'') 06deT tu el payinenty required by contracty under which
e 3¢ beang prucuied, and any daniages sod ceata that mid) suafue, o have sccrued, Iuim termiaation f contrscts by the USG becsuse of
Pusclunt’s canvellawn of this Offer and Acceprance vnder puagraph B2, hereul. USG requests for funds may be based upon eytimated requise.
ments fus sdvsnne s0d PIUGISs Payients (0 supphiees, eatimuied tecoinaiion Labilny, delivery (orecasts or svideace of consuructive dejivery, L the
case mwy bs. 16 u USG pulicy 10 ubtewn such Tuids 90 Juys 1h adveacs of (he time USG makes payments on benalf of the Purchpser, -

Agices, d “Taran” specify “payment on dehivery™ thet bdb may be dated a5 of the date(s) of delivery of ibs defsnse uuslu of rended
g of mv delense services, o upon furecests of the date(s) theecof.

. Agreen,  “Tesan® specily payment uuder a Credin Agreement betwesn she Purchaser and DOD., 10 pay 10 the USGlon a “dependable
" Dasts, i # d witts § 3.c. sbuve, such cushr us may be in eacvess of the ssnouat funded by the Credit Agresment.

. Agrecs, that nq-mn fur funds or bulings uades patagraphs B.3.3. tiough €. above nie due und payable 1n full 0o presentation, or, if &
Payment dute is specified in ihe request Tur funda ur dil, on the paymeni date b 2pe ied, even if such payment date s Aol in accord with the
extimated payment schedule, if any, cuntened in 1tns Offer and Without stf Puschaser’s obli (o muke such payment(s) when
duec, doLuinenlative CONCErning sdvanie el ProgIcas pay MieAl, eslinuted tedminaliun lisbility or svidence of constructive delivery ar shipmens in
suppuit of fequeat fur funds uf bilis will be mede avarlebie 10 the Purcharer by DOD upun request. When sppropeiste, I’w:huu will tequeat pdjust-

ment ol wiy quesiwnaal billed itcms by of seguued uk seponts in ¢ with b 8.6, bsluw,
Agsees tu pay interest 0a 81ty fet wawunt by which 1l o in anears on ps i by i sl of the

Vunlmu s upen Oflers end Acceplances with DOD. inlereat shall be calculated un . duly basis. The peincipsl amount of the asm: ¢ shall bs
compuled a3 the eacess of cumulative financisl requisements uf the Putchaser uver 101l Pey shier g Iy bulhng payment due
datvn, The gare of iterest panl shall bc 8 tute nul leas than o 1aie deletmund by the Secxetary of thw Treaswry tnking into considesstion the curcent
eveiage mathet yiekd v ouIata uf the USG a3 of the Wss day of the muojh pryceding (hy ces artegtage and shall by
tumpuied (iua the dale of sl atresiage.
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| Annes A
[N Shall designate the Nucwing Ageacy sad fespuanblie Paying Qffics snd sdusess thersul tu which 1he USG ehall subimih roquests fus
funds amd bills under this Offes and Accegla,
Shall fwmiah shappuig sitactions WF e ens with Us sccepiance of Ihis (Xlcr sud Acceplancs. Such instructiony shall includs (8)
ull-/u-hu- Cuds, (b) Froght Furwarder Ciade, aind (¢) the Mask fut Cuds, ss spplicable.

s, Shatl be ble e uls (] P coverage and cusloos clearances, and, excepi fus ems enported by the
USG, spprupriste sapusl nensea

.. Shall accept title 1o the Jelennss arlicies 81 the initul putns of slupoient (e A4, sbove), P shull bs for il
accounting and et of clasn aguinsl cumiinon cernces, Title ts dafsiae asticles trsnaparicd by percel post ahell peas 16 the Purchuser on date
of parcel past stipment. Stamlud hl:n 204 shalb be wbed i submsiiing catis to she USG'tur overage, shoriage, daaiuge, duphicate billuig, iten

and shall be J by Fuschases . Clsias of $100.00 ur ks witl aol be

mpuited lu wverages, shustages, o Jun.‘u Clasans 1eceivod atiar ie year !mm date of Passage of litke br bnhn. whicheves s luter, will be dis-
ajowsd by the USG, unlas the USG Jetormmos thal unususl sad s latend defecis justily coasduration of 1be claim.

1. May cancel thu e lml Acceplance with respect 1o any of sl of the iteiis lisicd in thas Offer and Acceplance &l any tume peios tu

the delivesy of Jefemac astiches of of services (i tsaning). 1t shall be cespopaible (or all cosls seaulting from ugulhlwn wader
1his pasageph,

[ N Shall, excapt as may utherwisa be Hutually agised u witing, use the isins sokd hersundes oaly:
[N Fus i puspuses specified 1a the Mutus) Defenae Asastonce Agroeawal, if suy, botween Lhe USG and the Puschaser:

'R Fos tbe purpuses apecificd in aay bilateral ui regivual defenss (raaly 10 which the USG aad the Purclases are buth partics, i subpare:
sroph a. of this passgiaph u s pplcsble, v

< For istermal secunty, iodividual self-defonse, and/or civic sction, if subparspraphs s. sad b, of this peragraph ase inapplicable.

9. Shall aut uu-lu hitde o, ur puncuhm of, lh¢ -klcnu arine, compuncnls and associaled Suppust mleril, related Lainmg oF vlhe
delense services suy plass, o undes s Ofler and Acceptance 1o anyane B0l an oflicer, employce
e sgent uf the Purchaser wgencwa), sud -h-u wul use o petinl Lheis use for Purpuscs vilics than llmu. uumumu by W§,

abuve, ualems 1he wiiticn conscal uf (he USG has firsl been obtaincd. To the eatent thal say items, plans, o

wuusction with thie Offer sid Acceplance may be clasufied by the USG (01 sccwrity purposcs, the Purchaser shall asintain & similar clanificalion
and employ 3l measures secesary 10 preaarve auch security, eyuivalenl tu (huse cmpluyed by the USG, thivughuut the peniod dunng which the
USC amy mawmisin such claamfmatun. The USG will use 4s best effurts 10 noiily the Puschaser if the thluflulmu 'Y dum.uL 1h¢ Pwchaser will

ciaute, by all means available (0 i, faapect fur PupnELary tights i aay dsleine mikie ad sny plans, c s, s Il
wheibcs paleaicd or aod.
c INDEMNIFICATION AND ASSUMPTION OF RISKS:
[N I 4 undersiowd by Ihe Puschases that the USG sad fi hi the items Ned in this (Nler und Acceplance Jocs s

on a suuprofu baus fur the beocfit of the Puchascr. The Fuschaser thercfore undertahes, subject to A) ad bold the USG,
®3 ageals, officers, and employccs huralcns (1ont siy 80d all baas of liebilily (whelbier in Lot e in G connection with
this (Mlcs and Acceprance because ul. (1) injury 1o of dcath ol peisonict uf Purchaser ue thud pattics; (4) desage to o destruction of (A)

property of the DOU furnubed v Puichaser o supplicss specdically tu implemcatl this Offer and Acceptaice, (B) pruperty of Puchases (mcluding
(he ucaw ordered by Puschaser pursuasl 1o 1hs Ulfes snd Acospiance, belue o6 ajisr puasage of Gillke 10 Puichases), o (L) peoperty of thasd perties:
e (ui) patent infringemcnt.

bove, lu indemmly

2. Subject v any capress, speuisl contiaciual warrantics oblaimed for the Purchasar in accordance with A2, above, the Pwchaser agrces
1 rehieve the wuntraciurns and subvontracive of the USG from hebibily Tur, and will aaume the of, luss o damage (o (D) Purchawr’s propenty
(uuludm‘ lht Hean procwed pursusnt to the Offer aud Accpiante, befure wr after passage of title 1o Puschasar) sud (i) propesty of the DOD
v o Olfer and Acciplance, 10 The samie ¢atend (el USL wuuld ssumiec fud its propesiy if B wera
Mocusng lod itscif the items Or Homs procwisd Pursusal (10 thas (fler amd Accsplancs.

B, ACCEPTANCE:

L To sccept the Olfcr sad Acceplance, the Puschascr mll not later than he sapustion date ol the Otfer aud Acceptance, as set (urth
herein, seturn (huce copics properly ugned (o the secunty centes herew, by such inital depust o
Gther payiticnl m say be fequited by the Teoning hesdin. 1o additsen, Puscheacr will cuncwesnily ecturn tHuce copics proporly aigned (o the U.S,
Munary Depariocut v Deleuse Agency nshuig the offer. When properly sccepicd aind islwned & specified beceip, the provisous of e Offer and
Accepiance shall be buuding upun the USG snd the Purchases,

1. U s uadenstoud that llupkm:u(ullull of the Oflcs and Acceptance canuol procecd withuut 8 proper scceptance. Failure o comply

with Tesam and Co sequaed fur . usiun of any sequined Wit deposit o paymcas of full cstimated
cust, as the case disy be, war fequire fevison of scisuo of the OIICT ad Accvplsace,

Ualems & wiuizen fequcat fus catcusion s made by the Furchaver sud grented in writing by un authosized tive of the appoy
e u.s. Mditary Depaztment or Defcase Ageacy, this Offer and Ac shald o dhe eapirad Jate st furth bervia.

& ENCLOSURES:
tuckoaurcs stiached hercto ats, by Lhe relsrsnce, incusrporsied lwrcin and ase Made & purl hercol a8 huugh oo forth i full
F. PUBLIC INSPECTION:

Tha ffa sd Acuspiancs will be made svadabin fus public Lipecliva (o the fullest sutent pugsible cousistenl with the ualivaal sccurily of
the Unissd States.

EXPLANATORY NOTES

1 The ilem OF reference Bumbers sppeanag in the “ITEM OR MEF. NO." caluma mey not with used in P
wripaal request. However, Lhis musaber, tugsiber with the case idenbifisr shown should Miways be used as & 10 future
1. Awilabuily leadisme Yuoied i e extamaicd sumber of mosths fequircd lu cumplete delivery of nu nuu(u) 0 acowidancy wi the feems of

delivery sfiee receipt of scceptaace ol ths Offer punsuwnt to Seciwon £, of the ¢ d the Dusaial
Phased delivetwcs ase sbwwn by quan uy and adtunc for cach incscoient, where applicable, Heus fur which vklmuy Scadiiie B nud ghowa sre seied
in cutumss headed “lam Desctiption™ as teuns (o be iontalicd o the spplacahile cud ilcm pesar ju shipiiont.
A The plauied sowrce of supply Iur sach Hem » eapressad i the foliowing cuda:
(*)  Servie Siocks
{*) Procwenens
Kebuikd /Hepay fModificaiiva
€°)  Stuck esd procuseinent, cg., ilisd repaw parts
(°)  “Mamea® e itcas 10 long supply vf caces
CAvalatdity @ stated w muaihe,

4. Conditiun of the delcuse artickes shown i the “AVAILABILITY AND KEMAKKS™ colume u capreasd in the {otlowing cuds:

mxx T
S

At - Heina (o be pruvided In caistiny condition withoul fepay, oo ur i which sy be ¥ ). Gongitiop
islicated 18 ilcm descnption. X

[ - Astscies of muacd condition (Rew, rewarked, sud ) may be whea imucd. Esample: fepaiy ppria, smmuni
tion, wt sascublies, by, (ool 3cts 3id shop wis _1

] - Scxviccable defenae 9 7%

[} - Ouaoleie of now-staulatd W an CAS IS" condition for which repaw parts suppurt way nul be avadsbie rom DO

H - Subststuts, Sunadble subatitutivas @iy be shipped lur unaviskeble dolense anticies wube uumm.c adviacd by the Purchasct.

v - Kewurhed or rebiabuituied delcuse wriichen stiginal vly - Jing 4l Modicstive Wark
Ordens sl Engmcsiing Change Orieas as spplicd (o such defcase artiche when wsusd but Ilt“llu. stids shoubd i be culs
sdcred a8 having had tutsl feplacement ..l Wi e asaciuiblis. Unly perts sitd compunculs nut mecting US Asmed
Futces o Ja will have Boes coplacad, in all instagcos Juch dsfousr wilcles will mest US Asmed
kusces u-uu.u »l serviveability.

3. Trauing

AP -

S¢ - Special Traunng \lu.uu 1 suppost purchases of US equipuent.

NC -~ Tl odicr duws mut conadiiute 4 commilment o provide US tisang.

s - US Tranmg cuncuitsunly beug addressed in sepersic Ulle sud Accsptance,

Nk - Nu US Usiing & mequied W suppurt of 1ho puichass,

. ol maniag wf dsivery cudes, ses Military Aasisisnce Prugram Adiises Dissctory (MAPAD).
The e of UlferjWaionae Codee “¥* and “2* will incur » susage Ice of .1235% pes monid for shipment delays is encess uf 15 daya
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FIGURE 7-11-3
United States Department of Defense
Continuation Sheet

UNITED STATES DEPARTMENT OF DEFENSE CABE IDENTIFIER

CONTINUATION SHEET FOR
DD FORMS 1613, 1613-1 AND 1513-2
Tem ) ESTIMATED
OR ITEM DESCRIPTION UNIT . ‘I‘:::YLVA' GRFEE“ Us:ﬁ'
REF, (Including Stoch Number OF AND LEASE | TERM
no. ¥ appiicarie) lauanmity | 1ssue | umiT cosy TOTALCOST | REMARKS [cone|conE
-
PREVH
D ! m R 151 3 c REVIOUS E0ITIONS MAY OF USED UNTIL EXHAUSTED.  paqg or racis

FIGURE 7-TI-3, United States Department of Defense Continuation Sheet..
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FIGURE 7-11-4
FINANCIAL ANALYSIS WORKSHEET

cC Case Manager
Case Organization
System

Case Line Date Prepared

PRICING TECHNIQUE
A.  NSN

‘B. QTY

C. Source of Item (Check One):

1. Excess Inventory

2. Inventory (without replacement)

3. Inventory (replacement with same item)

4, Inventory (replacement with improved item)
5. Production

6. Other

D. Source of Price (Check One):

T Prime Contractor

2. Price and GFE Contractor

3. Standard Price

4. Major Subordinate Command Estimate
5. Other (explain)

E. Source Unit Price

F. Adjusted Price (explain source and computations in Remarks)

Agent's Fees or Commissions
Nonrecurring Costs (RDT&E) Recoupment Charges
Nonrecurring Costs (production) Recoupment Charges
Replacement Costs
Adjusted for Inflation
Asset Use Charge
Contractor Rental Payments for USG-Owned Plant and
Production Equipment
CAS/Audit
Recurring Support Costs Contract Government
First Destination Transportation
Other (explain)
Total Adjustment

|.

R

O o SNOYTPWN —
. .

10.

FIGURE /-1I-4. Financial Analysis Worksheet.
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G. Adjusted Unit Price . | ‘
H. Source for Schedule of Payments | .

1. Prime Contractor

2. Prime and GFE Contractor

3. Major Subordinate Command Estimate
4. Other (explain)

I. Comparison with other cases (12 months)
cc CASE  UNIT PRICE RATIONALE FOR EVALUATION

(1)
(2)

J. Remarks (use continuation sheets, as necessary)

* If different from above adjusted unit price.

FIGURE /-11-4. ({(Continued)
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‘ FIGURE 7-11-5
TERMINATION LIABILITY WORKSHEET
Case Identification: Date:
(Agency, Country, Case Lesignator)
Deposit Total Estimated Contractor Termination Remarks/
Date Payment Disbursements Holdback Reserve Computations

NOTE: Entries for each date should show both the quarterly transactions and

‘ the cumulative totals.

FIGURE /-II-5. Termination Liability Worksheet.
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FIGURE 7-11-6 .

NONRECURRING COST RECOUPMENT CHARGES SUMMARY

FMS CASE

NRC CHARGES INCLUDED:  YES NO

IF NO,
REASON CHARGES NOT INCLUDED (CHECK APPLICABLE BLOCK):
1. NOT APPLICABLE TO ANY LINE ITEM.....ccveveess

2.  CHARGES WAIVER (OR REDUCED) BY DSAA
(IDENTIFY SOURCE OF WAIVER NOTIFICATION).....

IF YES, NRC CHARGES BY LINE/SUB-LINE ITEM:

LINE/SUB-LINE IDENTIFY PRO RATA TOTAL
ITEM MDE/NON-MDE CHARGE QUANTITY INCLUDED

— SIGNATURE OF MILDEP
: CASE MANAGER
(OFFICE/TELEPHONE/DATE)

- + .
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FIGURE 7-11-8

OFFER AND ACCEPTANCE PREPARATION CHECKLIST

Validation
Action
Officer . Service DSAA
(Last Name, (Last Name, (Last Name,
| tem Phone, Date) | Phone, Date) Phone, Date)

Mode and destlination of shipments

Delivery Schedule of items

Personnel movement to and from country

Qualiflications of Pricing and
Availabllity Data -

Agreements to safeguard status of
U.S. Government or contractor
personnel In-country

Statement of facilities, services,
or personnel to be provided by
purchaser : )

Separate Memorandum of Understanding
or detailed Statement of Work

Schedule of Personne! Tralning

Logistical Information

Explanation of condition of equipment

ldentificatlon of equipment supportable
under case

Description of Services to be provided

Description of components of pricing

Responsibility for initiation of
requisitions

Indemnification and assumption of -
risk

Payment schedules

Financlal analysis

REMARKS :

FIGORE 7-11-8. Offer and Acceptance Preparation Worksheet.
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TABLE 7-11-1

INSTRUCTIONS FOR PREPARING THE UNITED STATES DEPARTMENT OF DEFENSE
OFFER AND ACCEPTANCE (DD FORM 1513)

A.  BLOCK (1) PURCHASER

1. For a country, enter "Government of (name of country)" and show the
office and address of the purchaser's activity designated to receive the LOA
(e.g., Defense Attache, 1111 24th Street, N.W., Washington, D.C. 20301).

2. For an international organization, enter the title of the organiza-
tion along with the appropriate office and address.

B. BLOCK (2) PURCHASER'S REFERENCE. A reference will always be shown. The
reference may be a letter, telegram, conference, meeting, oral request, etc.
The reference will always include any pertinent data (e.g., letter serial,

_number, message date time group (DTG). In the event that the reference is

from other than the purchaser, indicate the source of the request made on
behalf of the purchaser.

C. BLOCK (3) CASE IDENTIFIER. Enter the appropriate country or organization
code, implementing agency code and case designator (e.g., UK-P-DLG).

D. BLOCK (4) SIGNATURE. This block should be filled in by an authorized
U.S. Military Department or Defense Agency representative prior tc rorward1ng
the LOA to the DSAA Comptroller for the required countersignature.

E. BLOCK (5) TYPED NAME AND TITLE. Type or stamp the name and title of
the U.S. representative who signed Block (4).

F. BLOCK (6) ADDRESS. Enter the name of the issuing organization along with
the address (e.g., DA, DACS-SA, Pentagon, Wash., D.C. 20150).

G. BLOCK (7) DATE. Enter the day, month and the year that the LOA is sub-
mitted to DSAA for countersignature.

H. BLOCK (8) THIS OFFER EXPIRES. Enter the appropriate expiration date,
normally 85 days from the date in Block (7). )

I. BLOCK (9) COUNTERSIGNATURE. The authorized representative within the
DSAA Comptroller for Countersignature of the LOA should sign in this block.
Signature will not occur uniess all the necessary information is contained on
the DD Form 1513.

J. BLOCK (10) TYPED NAME AND TITLE. Type the name and title of the DSAA
%o?ptro11er authorized representative for countersignature who signed Block
9 L]

K. BLOCK (11) DSAA ACCOUNTING ACTIVITY. The following address should be
placed in this block. AFAFC-SAAC, Lowry AFB, Denver, Colorado 80279.

TABLE /-II-1. Instructions tor Preparing DD Form 1513.
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L. BLOCK (12) ITEM OR REFERENCE NO. For programs which involve more than
one item, enter a separate number for each item. Commence with number 1 and
number consecutively to the last item; for reference to another description
enter the exact reference number. In the case of weapons systems procurement,
the reference identifier will relate to an attachment to the DD Form 1513.
This attachment will include descriptive information on the generic items
procured.

M. BLOCK (13) ITEM DESCRIPTION. Insert the Generic Code and MASL line data
for each item. In addition the National Stock Number (NSN) and/or part num-
ber, as appropriate, and a complete description of the material/services
should be entered. For cases involving major systems/end items all compli-
menting/supporting materiel and services should be described.

N. BLOCKS (14 THROUGH 17). Quantity, unit of issue, unit cost, and total
cost are self-explanatory. Enter information or N/A, as appropriate.

0. BLOCK (18) AVAILABILITY AND REMARKS. Enter one or more codes from para-
graph™ 3, 4, and 5 of the EXPLANATORY NOTES on page 3 of the DD Form 1513.
Also enter specific delivery dates, as appropriate.

P. BLOCK (19) AND (20). Offer Release Code and Delivery Term Code -- See
instructions contained in Table 7-1I1-2 of this section.

Q. BLOCK (21) ESTIMATED COST. Enter estimated material/services costs in
whole dollars. These costs should not include any administrative or acces-
sorial charges.

R. BLOCK (22) ESTIMATED PACKING, CRATING, AND HANDLING COST. Enter the
value in whole dollars based on the prescribed percentages as set forth in DoD
7290.3-M, or actual costs if appropriate. If the charge is appropriate only
to certain items, indicate the lines to which the charge was applied, or
exclusion, in parenthesis. Do not show the percentage rate used in determin-
ing the cost contained in this block.

S. BLOCK (23) ESTIMATED GENERAL ADMINISTRATIVE COSTS. Enter in whole dol-
lars ~-- based on the percentage set forth in DoD 7290.3-M. Do not show the
percentage rate used in determining the cost contained in this block.

T. BLOCK (24) ESTIMATED CHARGES FOR SUPPLY SUPPORT ARRANGEMENT. Enter the
value in whole dollars based on the percentage set torth in DoD 7290.3-M. Do
not show the percentage rate used in determining the cost contained in this
block.

U. 'BLOCK (25) OTHER ESTIMATED COSTS. Describe the charge and enter in whole
dollars. If there are several specific costs, identify each in Block 13 as a
NOTE and specify line items. If a percentage is used, do not show the per-
centage rate used in determining the cost contained in this block.

V. BLOCK (26) ESTIMATED TOTAL COSTS. Enter the costs 1in whole dollars
(total of Blocks (2T1) through (25)).

TABLE 7-1I-T1. (Continued)
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W. BLOCK (27) TERMS. Enter appropriate terms of sale in accordance with the
guidance contained in Chapter 7, Section III, paragraph K. If an initial
deposit is required, this fact should be so stated and the amount of the
initial deposit entered in Block 28. In all cases where Dol direct or guaran-
tied FMS credit or MAP funding is used, insert the FMS credit (insert the FMS
loan number, e.g., "841," "842," etc.), or MAP program identification. If the
sales agreement is financed by a combination of funds, each term of sale and
the applicable amount will be cited.

X. BLOCK (28) AMOUNT OF INITIAL DEPOSIT. If by the terms of this LOA an
initial deposit is required and has been stated in Block (27), the dollar
amount in whole dollars of this initial deposit should be entered.

Y. BLOCKS (29) THROUGH (37). Leave blank. These blocks should be filled in
by the authorized representative of the purchasing government.

NOTE THE FOLLOWING INFORMATION
BEFORE SUBMISSTON CF THIS NOTICE FOR COUNTERSIGNATURE

1. The DSAA-OPS is the point of entry in 0SD for the MILDEPs and
Defense Agencies to use in coordinating FMS cases. The DSAA/OPS 1is also
responsible for obtaining the coordination of appropriate OSD staff elements.
(See Chapter 7, Section II, paragraph C.9., for those LOAs and amendments
which require DSAA coordination.)

2. Submit for countersignature to the FMS Control Division, DSAA/Compt
all DD Forms 1513 in original and 2 copies (one extra copy for credit cases).

3. Attach a Financial Annex to all DD Forms 1513 except FMSO I cases.

4. Before notifying the customer of a change to cost or scope prior to
acceptance, obtain approval from DSAA/OPS.

5. Attach a termination liability worksheet for each case of $7 million
or more and those which meet any other of the criterion in Chapter 7, Section
II, paragraph C.8.c.(2).

6. Attach a financial analysis worksheet for each 1line item in
accordance with Chapter 7, Section II, paragraph C.8.c.(1).

7. A11 DD Forms 1513 must be listed in the Letter of Request (LOR)
system for at least seven (7) days prior to countersignature.

8. Letters of Offer reported under the Arms Export Control Act (AECA),
Section 36(b) will include below Block 11 the identifying DSAA Transmittal
Number used in the Statutory Congressional Notification (e.g., 83-15).

9. The name and telephone number of the MILDEP action officer responsi-
ble for the preparation of the DD Form 1513 should appear at the bottom of all
copies. submitted to the DSAA for countersignature, excluding the original.

TABLE 7-II-T. ({Continued)
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 TABLE 7-1I-2
TRANSPORTATION INSTRUCTIONS, DD FORM 1513

A. SALE OF MATERIEL

1.  When all items on the Offer and Acceptance document (DD Form 1513)
require a single code in Blocks 19, 20, 33, and 34, the appropriate code as
determined below will be entered in the respective. blocks of the DD Form 1513:

a. Block (19) Offer Release Code. Enter one of the following
codes opposite each materiel iine item, as applicable:

Code Explanation
A Freight and parcel post shipments will be released auto-

matically by the shipping activity without advance notice
(Notice of Availability).

Y Advance notice is required before release of shipment, but
: shipment can be released automatically if release instruc-
tions are not received by shipping activity within 15
calendar days. Parcel post shipments will be automatical-
1y released.

VA Advance notice is required, before release of shipment.
' "~ Shipping activity will follow-up on the notice of avail-
ability until release instructions are furnished. Parcel

post shipments will be automatically released.

X The U.S. Service and country representat1ve have agreed
that the:

- U.S. Service will sponsor the shipment to a country
address. Under this agreement Block (34) (Freight
Forwarder Code) must’ contain "X" and a customer-
within-country (CC) Code must be entered in Block
(33) (MARK FOR Code). The Military Assistance Pro-
gram Address Directory (MAPAD) must contain the CC
Code and addresses for each type of address required,
j.e., parcel post, freight, documentation.

-  Shipments are to be made to an assembly point or
staging area as indicated by clear test instructions
on exception requisitions. Under this agreement
Block (34) must contain Code "W". A MARK FOR Code
may be entered in Block (33) and the MAPAD must con-
tain the MARK FOR Code if the MARK FOR- Address is to
be used on the shipment to the assembly point or

staging area '
IABLE 7-I1-2. Transportation Instructions, DD Form 1573,
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b. Block (20) Delivery Term Code (for other than repair and return
Erocedures). Enter one of the following codes opposite each materiel Tine
1tem, as applicable:

Code Explanation

2 Delivery to Destination (Inland Origin to Inland Destina-
tion Within CONUS or Within the Same Overseas Geographic
Area).

3 Delivery Alongside Vessel at Port of Exit.

4 Collect Commercial Bill of Lading to Commercial Port of
Exit.

5 Delivery to Commercial Port of Exit by GEL.

6 : Delivery to Overseas Port of Discharge (Shipment by Capa-
bility of DTS).

7 Delivery to Destination, specified point in recipient

- country.
8 Delivery to Vessel (onboard) -- Port of Exit.
S Delivery to Port of Discharge (Landed).

c. Block (33) MARK FOR Code. Enter the MARK FOR Code from the
Military Assistance Program Address Directory (MAPAD) (DoD 5105.38-D), that
identifies the organization in-country which is to receive the materiel. This
address will be added to the SHIP TO address on all freight containers. The
MARK FOR Code will appear on all materiel forwarded by parcel post/small par-
cel delivery service. As a minimum, it should consist of the port of dis-
charge name and designator (water or air); street, city, and state/province
address of organization; country name; and country service name.

(1) If Delivery Term Codes (DTC) and addresses are not pub-
lished, the U.S. shippers are not authorized to apply these markings. This
causes containers to be received at the freight forwarder or U.S. military
representative in-country unmarked for onward shipment with resultant shipping
delays, misdirected and lost shipments, and unnecessary work at the freight
forwarder port of exit and/or the port of discharge. The U.S. Government will
sponsor shipment of this materiel to FOB U.S. Point of Origin.

B.  REPAIR AND RETURN OF FOREIGN COUNTRY OWNED MATERIEL

1. The offer and acceptance document (DD Form 1513) will be annotated
in Blocks 19, 20, 33 and 34, to reflect the appropriate Code as determined
below:

a. Block (19) Offer Release Code. The appropriate Code from
paragraph A.l.a. above should be entered opposite each materiel Tline item.
This Code provides instructions for the return shipment to the customer.

TABLE 7-II-2, (Continued)
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Block (20) Delivery Term Code (for repair and return proce-

Enter one of the following Codes opposite each materiel line item as
applicable:

Code

Explanation

U.S./DoD is responsible for transportation from a desig-
nated overseas port of embarkation (POE) to a CONUS des-
tination, and return to a designated overseas port of
debarkation (POD). Customer country is responsible for
overseas inland transportation of materiel to/from the
overseas POE/POD and overseas port handling.

U.S./DoD is responsible for transportation from a desig-
nated overseas port of embarkation (POE) to a CONUS des-
tination, return to a CONUS port of embarkation and CONUS
port handling. Customer country .is responsible for over-
seas inland transportation to the overseas POE, overseas
port loading, and overocean transportation from the CONUS
POE to ultimate destination. .

U.S./DoD is responsible for CONUS port unloading of. coun-
try arranged carrier, transportation to and from a des-
ignated CONUS destination and CONUS port loading of coun-
try arranged carrier., Customer country is responsible for
movement of materiel to and from the CONUS POE/POD.

U.S./DoD is responsible for CONUS port unloading of coun-
try arranged carrier, transportation to a CONUS destina-
tion and return to an overseas designated POD. Customer
country is responsible for overocean transportation to a
CONUS POD, overseas port unloading and overseas inland
transportat1on to ultimate destination of returned mate-
riel, _

Customer country is responsible for all transportation
from overseas point of origin to CONUS activity and return
to an overseas destination.

U.S./DoD dis responsible for‘transporéation from an over-
seas " inland location to an overseas POE, overseas port
handling, overseas transportation to a CONUS POD, CONUS
port handling, inland transportation to be a designated
CONUS destination, and return to an overseas destination.

U.S./DoD is responsible for overseas port handling through
an overseas POE, overseas transportation to a CONUS POD,
CONUS port handling, 1inland transportation to a CONUS
destination, and return to an overseas port of debarkation
and overseas port handling. Customer country is responsi-
ble for overseas inland transportation to and from the
overseas port.

TABLE /-11-2. (Continued)
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h Customer country is responsible for all transportation
from overseas point of origin to CONUS activity. U.S./DoD
is responsible for return transportation from CONUS activ-
jty to CCNUS POE. Customer country is responsible for
return CONUS port handling and all transportation to over-
seas destination.

J Customer country is responsible for all transportation
from overseas point of origin to CONUS activity. U.S./DoD
is responsible for ali transportation from CONUS activity
to overseas destination.

(1) The LOA will provide a complete CONUS address for each
jtem identified for repair and return. The customer must assure this complete
address 1is clearly identified on all containers and documentation when ma-
teriel is returned.

c. Block (33). Enter the "MARK FOR" Code from MAPAD, that identi-
fies the organization in the customer country which is to receive the materiel
after repair by the U.S. This address will be added by the U.S. installation
to the "SHIP TO" address on all freight containers. The "MARK FOR" Code will
appear on all materiel forwarded by parcel/small parcel delivery service. As
a8 minimum, it should consist of the port of discharge name and designator
(water and air); street, city, and state/province address of organization;
country name; and country service name.

d. Block (34). See Section C, below.

C. The following applies to LOAs for both the sale of materiel and repair
and return of customer owned items:

1. A1l data necessary to personnel at the port of exit or entry, port
of discharge, in-country or U.S. custom authorities, and overseas or CONUS
inland carriers to route materiel after receipt at port of exit or entry
should be included in this address. It should be brief, to the extent possi-
ble, and still retain clarity to all users. It should be in the language of
the country, when this is possible, using English characters. Addresses
should not be punctuated and should be properly blocked.

2. If the "MARK FOR" addresses are not published in MAPAD, or are
incomplete, submit new or changed addresses with a request for expedited
publication to the Defense Automatic Addressing System Office, ATTN: MAPAD
-Custodian, Gentile Air Force Station, Dayton, Ohio 45444. (Furnish a copy to
Commander, U.S. Army International Logistics Command, ATTN: DRSIL-NS/LP, New
Cumberland Army Depot, New Cumberland, PA 17070.)

3. When Code "X" is authorized and entered in Blocks 33 and 34, a
customer-within-country (CC) Code must be entered in Block 33. The MAPAD must
contain the CC Code and address for each type address required, i.e., parcel
post, freight, documentation.

TABLE 7-IT1-2. {Continued)
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4. Block (34). Enter the appropriate freight forwarder code contained
in MAPAD. ~When Code "X" is authorized and entered in Block 19, a Code "X" or
"W" must be entered in Block 34.

5. When the Offer and Acceptance document (DD Form 1513) contain items
which require multiple codes in Blocks 19, 20, 33, and 34 (example: explo-
sives, classified, different priorities, others), the appropr1ate blocks will
be comp]eted as 1nd1cated below: '

a. Block 19. If more than one offer/release code is applicabie,
Block 19 will contain "See Note “ and appropriate explanatory notes will
be included in the DD Form T5T3.

b. Block 20. If more than one Delivery Term Code is applicable,
Block 20 will contain “"See Note " and appropriate explanatory notes will
be included in the DD Form 1 :

c. Block 33. If more than one MARK FOR Code is applicable, Block
26 will contain "See Note " and appropriate explanatory notes will be
included in the DD Form 1573, ’

d. Block 34. If more than one Freight Forwarder Code -is appli-
cable, or a Freight Forwarder Code and a Code "X" is applicable, Block 34 will
contain "See Note " and appropriate explanatory notes will be included in
the DD Form 1

TABLE 7-11-2. (Continued)
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TABLE 7-11-3

ADDITIONAL TERMS AND CONDITIONS
AIRCRAFT

A. The U.S. Government will provide for movement of aircraft to point of
delivery specified on the reverse of the DD Form 1513,

B. In order to carry out the purpose of this agreement, the U.S. Government
will accept title to the aircraft from the contractor, and title to the
aircraft will remain with the U.S. Government until arrival at the point of
delivery, at which time title passes to the purchaser.

C. The aircraft will be marked with appropriate U.S. Government markings.
The purchaser is liable for the cost of placing such markings on the aircraft
and is responsible for removing such markings upon passage of title to the
purchaser,

D. The U.S. Government will not be subject to or held 1iable for any import
fees, duties, or other charges levied by the purchaser. _

E. Date of delivery to destination will be contingent upon the receipt of
necessary overflight and other clearances.

F. The purchaser is liable for all enroute costs including, but not limited
to, any maintenance required to insure that the aircraft are in a safe condi-
tion, in accordance with current U.S. Government regulations, prior to flight.

G. It is agreed that there will normally be no U.S. Government/purchaser
split crews. If split crews are used, the aircraft commander must be an
officer of the U.S. Government who will have command and control over the
crew. If more than one aircraft is being ferried, the senior U.S. aircraft
commander will have command and control over all aircraft.

TABLE 7-1I-3. Additional Terms and Conditions -- Aircraft.
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TABLE 7-11-4

ADDITIONAL CONDITIONS
AIRCRAFT FERRYING (PURCHASER-OWNED)

A. The U.S. Government will provide for movement of aircraft to point of
delivery specified on the reverse of the DD Form 1513.

B. In order to carry out the purpose of this agreement, the purchaser grants
the U.S. Government possession of the aircraft. The title to the aircraft
will remain with the purchaser, '

C. The aircraft will be marked with appropriate U.S. Government markings.
The purchaser is liable for the cost of placing such markings on the aircraft
and is responsible for removing such markings.

D. The U.S. Government will not be subject to or held liable for any import
fees, duties, or other charges levied by the purchaser.

E. Date of delivery to destination will be contingent upon the receipt of
necessary overflight and other clearances.

F. The purchaser is liable for all enroute costs, including but not limited
to, any maintenance required to insure that the aircraft are in a safe condi-
tion, in accordance with current U.S. Government regulations, prior to flight.

G. It is agreed that there will normally be no U.S. Government/purchaser
split crews. If split crews are used, the aircraft commander must be an
officer of the U.S. Government who will have command and control over the
crew. If more than one aircraft is being ferried, the senior U.S. aircraft
commander will have command and control over all aircraft.

TABLE 7-II-4, Additional Conditions -- Aircraft Ferrying (Purchaser-Owned}.
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TABLE 7-11-5

ADDITIONAL TERMS AND CONDITIONS
TRANSPORTATION AND SERVICES

A. U.S. Government agrees to provide transportation services for the items
identified on the case of this Letter of Offer to the Point of Delivery.
Purchasers property will be transported at the Purchaser's risk.

B. Purchaser will accept U.S. Government delivery listings as the basis for
billing and proof of shipment.

C. Purchaser will accept responsibility for clearance of materiel through
its customs at the point of debarkation, and for movement of the materiel from
its port of debarkation to the ultimate in-country destination.

D. Purchaser will appoint a duly authorized official to accept and sign for
materiel at the port of debarkation, and submit outturn message and report.

E. Purchaser will absorb losses of materiel the U.S. Government does not in
fact recover from an independent carrier or handler, including where the U.S.
Government is se]f—insured.

F. Purchaser will self-insure such shipments, or obtain commercial insurance
without any right of subrogation of any cliaim against the United States.

G. The U.S. Government will assist the purchaser in processing any claims
that may arise for lost or damaged shipments, in the same manner it processes
claims for U.S. Government-owned materiel. Collection of revenue, if any,
resulting from approved claims will be credited to the purchaser's account.

TABLE 7-11-5. Additional Terms and Conditions -- Transportation and Services.
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TABLE 7-11-6

ADDITIONAL TERMS AND CONDITIONS
SAFEGUARDS FOR CONTRACTOR PERSONNEL

A.  PASSPORTS, VISAS, LICENSES, AND PERMITS

1. The Contractor shall be responsible for timely and complete submit-
tal of the necessary information and forms directly to the appropriate govern-
‘ment agency for the required passports, visas, licenses, or permits.

2. To ensure the effective and timely performance of this contract, the
Government of _ (country ) (GO ) 1/, will, within the framework of the
laws of GO , ensure the timely issuance of work visas, multiple entry
visas, exit visas, work permits, vehicle operator permits, residence permits,
in-country travel permits, and any other appropriate licenses or permits as
‘may be required of the Contractor, and its subcontractors, or their personnel
and dependents. The Contractor and his subcontractors shall be responsible
for the sponsorship of their employees and their dependents and shall process
said permits directly with the appropriate GO agency.

3. The GO will receive, without regard to race, religion, sex, or
ethnic or national origin, persons of other than  (country) nationality
imported into (country) , under proper authority, to work exclusively on
efforts covered by the provisions of this contract, who have U.S. Government
issued passports, provided they are technically qualified for the work and
meet the security requirements of the GO » and will impose on such person
no fee or charges for entry, exit, quarantine, nor will they require work or
residence permits for personnel working under this contract.

4. If, notwithstanding the above agreements, _ (company) incurs costs
arising out of any of the conditions described above, the price of the con-
tract implementing this LOA shall be increased accordingly and the costs
reimbursed to the Contractor out of funds which will be provided by the GO
under this LUA, and the contract delivery schedule shall be appropriateTy
adjusted. Reimbursement shall be limited to those costs incurred, including
applicable overhead and General and Administrative (G&A) costs but excluding
profit.

B.  ACCESS

1. Contractor and subcontractor personnel in  (country) in connec-
tion with this Program shall be authorized reasonable access to all infor-
mation (data, plans, and reports) and all existing and proposed offices,
sites, and areas within _ (country) as required to accomplish this effort.
The GO shall provide permits, licenses, visas, rights of entry, and any
necessary arrangements to insure prompt access by Contractor and subcontractor
personnel.

T/ e.g., Government of Turkey (GOT)

TABLE 7-I1I-6. Additional Terms and Conditions --.SafegUaFHS for
Contractor Personnel.
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‘ C. EXPORT OF DATA
1.  The Contractor or subcontractor shall not be required to deliver to

the Government of  (country) nor to any person or entity not a citizen of
the United States of America, any technical data produced or utilized under
this Program until the Country has been furnished with evidence acceptable to
it that such delivery of the data is (1) approved by the Office of Munitions
Control of the U.S. State Department pursuant to the International Traffic in
Arms Regulations of that Agency, or (2) approval is not required.

D.  CURRENCY REVALUATION

1. The financial procedures in this Program are based on the principle
that neither the United States nor any U.S. or foreign subcontractors shall
realize financial benefit nor incur financial loss by reason of fluctuation in
the official rate of currency exchange or currency revaluation. For the
purpose of this Program, a currency revaluation is defined as a change in the
official rate of exchange between the U.S. dollar and the (country currency)
which occurs as a direct result of sovereign decree.

2. If a currency revaluation, or a fluctuation in the exchange rate
results in a financial gain or loss to the Contractors, the price of the
contract(s) shall be adjusted upward or downward. Such adjustment in contract
price shall be negotiated based upon a proposal submitted by the Contractor.

3. (country) currency required by the Contractor for non-United
States expenditures in the performance of this Program will be purchased by
the Contractor from the GO .

E. TAXES, DUTIES AND CHARGES FOR DOING BUSINESS

1. It is agreed that the contract implementing this LOA will include
the clause entitled “Taxes, Duties, and Charges for Doing Business (1977 JAN)"
set forth in DAR Section 7-103.10(d).

2. The GO further agrees with respect to the _ (company) (herein-
after referred to as "the Contractor):

a. A1l property, materiel, equipment, household furniture, appli-
ances and supplies imported into (country) by the Contractor or its
subcontractors exclusively for use 1in support of the Contractor and its
personnel and consigned and marked, as required or approved by the U.S.
Government shall be exempt from import and export duties, taxes, licenses,
excises, imposts, and any other identifiable charges. Duty-free import of
major appliances for personnel support shall be limited to one (1) each:
stove, refrigerator, freezer, washing machine, clothes dryer, and two (2) each
televisions per family, plus a reasonable number of spare and replacement
major appliances for use as maintenance requirements dictate. Any of the
foregoing which does not become a part of the completed work or otherwise
consumed, may at the Contractor's discretion, be removed from (country) or
disposed of in  (country) free of any restrictions or claims which may

TABLE 7-11-6. (Continued)
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arise by reasons of such removal or disposal, except that any applicable
. custom duty, tax or charges will be paid in the event of sale or disposal in
(countrg) to a purchaser other than an agency of the GO or other person
entitled to duty-free importation. The Contractor shall maintain any inven-
tory control and accounting system adequate to reflect the usage and disposi-
tion of all Contractor-owned property which has entered (country)  duty-
free under this contract.

b. The GO » its agencies, and political subdivisions shall levy
no taxes or fees (including taxes on individual or corporate income or pro-
perty, customs or import duties and other taxes on employee personal household
goods, supplies and personal effects imported into (country) for personal
use) on the Contractor, its subcontractors, the empToyees of either and the
dependents of such employees. Duty-free entry of employee/dependent personal
household goods, supplies or personal effects shall be Tlimited to (1) the
shipment of personal household goods, supplies and personal effects identified
by  (company) as the employees' initial shipment; (2) the personal house-
hold goods, supplies and personal effects shipped or carried by an employee or
his dependents when returning from leave or duty outside _ (country) to the
extent such items are allowed duty-free entry under the GO customs laws in
effect on 1 June 1977; and (3) the shipment of an additional 100 pounds per
family member of personal household goods, supplies and personal effects
identified by  (company) as the employees' employment extension shipment.
Duty-free import of major appliances for personnel support is limited to those
jtems described above and imported in the name of the Contractor. In their
individual capacity, contractor employees are not authorized duty-free import
of major appliances or automobiles. Furthermore, this tax exclusion does not
apply to the GO taxes levied on the purchase of personal household goods,
supplies or personal effects or automobiles in the country of (country? by
the employees of the Contractor or employees of its subcontractors. This
paragraph does not apply to _ (country) employees of the Contractor or

(country) subcontractors or their employees.

3. If, notwithstanding the above agreements, taxes, duties, or similar
charges are imposed by the GO under the excepted circumstances described
above, costs thereby incurred by the Contractor shall serve to increase the
contract price and will be reimbursed to the Contractor at cost, including
applicable overhead and G&A, but excluding profit, out of funds which will
be provided the GO under this LOA.

4. The GO agrees that the appropriate agency of the GO will
implement any poTlicy guidance necessitated by this provision.

F. LIMITATION OF CONTRACTOR LIABILITY

1. The GO agrees, with respect to the Contractor:

a. To waive any or all claims which it has or may have against the
Contractor,. its agents, officers, and employees, for damage, loss or destruc-
tion of property, or for injury to or death of persons, arising out of the
Contractor's participation in this Program in the absence of gross negligence
or willful misconduct on the part of the Contractor, its agents or employees.

TABLE /7-11-6. (Continued)
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b. . To indemnify and hold harmless the Contractor, its agents, and
employees against all claims arising directly or indirectly by reason of
injury to or death of persons or loss or damage to property, out of the
Contractor's participaticn in this Program, in the absence of gross negligence
or willful misconduct on the part of the Contractor, its agents or employees.

c. In the event any other Contractor or party asserts any claim or
commences any action in the  (country) courts or elsewhere against the
Contractor because of program efforts, the GO agrees to cooperate fully in
the defense of such claim or action including the furnishing of witnesses and
evidence at the GO expense. Except for claims or losses arising out of
any breach of this contract or subcontractors thereunder or violations of any
statute of the United States by the Contractor, the GO agrees to indemnify
the Contractor against any judgments or losses which may resuit from claims or
litigaticn and to reimburse the Contractor for the expense resulting from any
such action,

d. To accept full responsibility for the security and safekeeping
of GO real and personal property located on its military bases or instal-
lations. The Contractor, its agents, officers, or employees shall not be
1iable for any damage arising directly out of a breach or failure of the
GG security procedures, however caused.

e. The GO shall provide adequate security to protect the
personnel and property of the U.S. Government, and its Contractors or subcon-
tractors located on GO military bases or installations.

f. The term “agents" as used in this paragraph includes sub-
contractors.

2. If, notwithstanding the above agreements,  (company) dincurs costs
arising out of any of the conditions described above, the price of the con-
tract implementing this LOA shall be increased accordingly and the costs
reimbursed to the Contractor out of funds which will be provided by the GO
under this LOGA. Reimbursement shall be 1limited to those costs incurred,
including applicable overhead and G&A, but excluding profit.

G. SPECIAL CONTINGENCIES PROVISION

1. It is understood that no contingency pricing has been included in
this LOA for items a. through d. set forth in paragraph 2, below.

2. The GO agrees, with respect to the Contractor, that in the event
of the following situation(s) occurring as a result of effort performed in
support of this LOA in (country) , an adjustment to the resulting con-
tract(s) will be made for:

a. Costs incurred due to actions brought against the Contractor or
subcontractors under  (country) Labor or Social Insurance Laws, provided
such actions were not caused by conduct prescribed by other laws or willful
contravention of  (country) Labor or Social Laws.

TABLE 7-I1-6. (Continued)
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b. Additional costs incurred resulting from GO prevention of
sh1pment of Contractor or employee belongings in or out E of _ (country)
within 120 days of the date such property is made available for shipment where
transportation is otherwise reasonably available.

C. An idincrease or decrease in costs incurred by the Contractor
resulting from war, armed conflict, insurrection, nationalization, civil or
military strife, or similar conditions, or acts of God where the safety of the
Contractor and subcontractor personne] is threatened, and where retention or
replacement of such personnel is required; and damage or loss as a result of
conditions listed above to property owned by the Contractor, subcontractor, or
employees. Whether to retain or replace such personnel shall be within the
sole discretion of the U.S. Government. _

d. An increase or decrease in costs incurred by the Contractor or
its subcontractors resulting from the GO changing any laws, regulations,
or policy in effect on the acceptance date of this LOA.

3. It is understood that no adjustment sha]] be made due to the above
situations:

a. to the extent that performance would have been delayed or
interrupted or that casts would have been incurred due to any circumstances
not set forth in 2, above.

b. to the extent that performance would have been delayed or
1nterrupted or that costs would have been incurred due to the fault or negli-
gence of the Contractor; or

c. for which any adjustment is otherwise provided or excluded
under any other provision of the resulting contract, such other provision
shall be enforced in accordance with its terms.

4. The adjustments provided for in this provision may be made in the
delivery or performance dates and any other provision of the contract imple-
menting this LOA, affected by the above conditions. Upward or downward
adjustments may also be made in the contract price, but shall be limited to
actual costs, including overhead and G&A, but excluding profit. DAR, Section
XV, Cost Principles, shall be used in determining the amount of any price
adjustment, and is not superseded by any provision herein. Costs reimbursed
to the Contractor under this provision shall be paid out of funds which will
be provided by the GO under this LOA.

TABLE 7-I1-6. (Continued)
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SECTION III - FINANCIAL PRINCIPLES AND PROCEDURES

A. PURPOSE. This section provides a general description of the financial
principles and procedures which apply to FMS transactions. It is designed to
provide an overview of FMS financing and the responsibilities of DoD compo-
nents. Detailed guidance on the financial functions of pricing, preparation
of billings, and accounting is included in DoD 7290.3-M, Foreign Military
Sales Financial Management Manual.

B.  RESPONSIBILITIES AND REQUIREMENTS.

1. The Assistant Secretary of Defense (Comptroller) [ASD(C)]. The
ASD(C) estabTishes FMS financiaTl policies. The Comptroller, DSAA, directs and
supervises the financial implementation of the FMS program. Defense agencies
carry out the policies established by the ASD(C) and implement procedures
promulgated by DSAA. Specific division of responsibilities/authorities are
set forth in the following instructions:

a. Responsibilities.

(1) DoDD 5105.38, Lefense Security Assistance Agency (DSAA).

(2) DoDD 513z.3, DoD Policy and Responsibilities Relating to
Security Assistance.

(3) ?oDD 5132.11, Security Assistance Accounting Center
SAAC).

b. Program Execution.

(1) DoD 7290.3-M, FMS Financial Management Manual.

(2) DoDD Zz140.2, Recoupment of Nonrecurring Costs on Sales of
USG Products and Technology.

(3) DoDI 2140.4, Collecting and Reporting of Foreign
Indebtedness within the Department of Defense.

2. Executive Agent for SAAC. The U.S. Air Force, as Executive Agent,
is responsible for operating the Security Assistance Accounting Center,
Denver, Colorado, 80279, which centrally performs FMS billing, cash collec-
tion, Trust Fund management, and administrative fee accounting for all DoD
components.

3. Full Recovery of Costs. The Department of Defense performs three
principal actions during the life cycle of a sale. First, DoD provides FMS
purchasers with price and availability estimates and concludes sales agree-
ments. Second, DoD renders financial billings for costs incurred and accounts
for collections. Finally, DoD delivers the materiel or services. As ex-
plained earijer, the Arms Export Control Act (AECA) and predecessor legisla-
tion generally requires that DoD manage the FMS Program at no cost to the U.S.
Government. Therefore, DoD financial policies and procedures for - pricing
defense materiel and services, administering FMS cases, reporting deliveries
of materiel or services, and rendering FMS billings are designed to fulfill
this legal requirement. While the DD Form 1513 makes it mandatory for the
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purchaser to pay for the full value of FMS transactions regardless of terms of
sale specified for individual cases, it is DoD policy to promptly advise
purchasers of the need for substantive changes to agreement terms or estimates
via either case amendment or modification, as applicable (see Chapter 8, this
Manual). Misunderstanding by the purchaser of his financial commitment or of
changes to that commitment inevitably results in criticism.

C. BASIC PRINCIPLES.

1.  Recovery of Costs.

a. Payment to Cover A1l Costs. The DoD will conduct financial
management of the FMS program at no cost to the U.S. Government, as required
by the AECA, and insure prompt and complete accounting to the FMS purchaser.
Achievement of this end requires a thorough understanding of the policy and
procedures for pricing items or services furnished, preparation of FMS docu-
ments, reporting of delivery, performance or progress payments, and adminis-
tering and closing FMS cases by all elements administering the program.

b. Payment in U.S. Dollars. In compliance with the AECA, Annex A
of the DD Form 1513, contains provisions which make it mandatory for the FMS
purchaser to pay in U.S. dollars for the full value of the transaction,
regardless of the estimated costs, payment schedule, or terms of sale spec-
ified on the LOA.

2. Financial Administration of the FMS Program.

a. Trust Funds. A separate trust fund has been established to
account for payments received from customers and disbursements against imple-
mented FMS cases. This fund can be either cited directly on contracts for the
procurement of defense articles/services for that customer, or can be used to
reimburse MILDEP appropriations for deliveries from DoD stocks, or procure-
ment. DoD policy for use of direct cite or reimbursable method of funding is
set forth in DoD 7290.3-M.

b. The SAAC Responsibility. The SAAC has been established as the
central DoD office for dispatching billings to, and receiving payments from
FMS customers. This central office provides the customer with a single source
to which payments can be made, and to which queries concerning these payments
or other financial matters can be addressed.

c. Payments to Trust Funds. Cash payments deposited to the
customer trust fund other than for i1nitial deposits are based on requests for
funds (FMS Billing Statement, DD Form 645) submitted by the SAAC. FMS custom-
ers are provided detailed 1nformation in support of billings for defense
articles, defense services, design and construction, and related surcharges.
SAAC is responsible for assurance that sufficient cash is available from the
foreign government to cover costs already incurred (i.e., accrued expendi-
turesg or to be incurred during the remainder of the current quarter, and to
meet all potential charges to be incurred during the forthcoming 90 day
period; e.g., contractor progress payments, contractor holdbacks, potential
termination charges, deliveries from DoD inventories, etc. Therefore, bill-
ings will be the amount shown on the payment schedule (financial annex)
attached to the DD Form 1513, or the quarterly forecast of the financial
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requirements associated with the case, whichever is greater. The quarterly
forecast will include accrued expenditures through the billing cutoff plus
estimates of the costs to be incurred on behalf of the FMS customer through
the calendar quarter following the quarter in which the bill will be mailed;
i.e., a statement prepared in January (December cutoff with payment due March
15) will project financial requirements through June (see Figure 7-III-1).
Accumulation of large unexpended balances in customer trust accounts for
substantial periods must be avoided, except where related tc contract hold-
backs and other accrued or potential liabilities.

d. Excess Payments. Cash payments received for an individual FMS
case may be in excess of the final charges. With customer approval, these
funds can be retained in the customer's account and applied against other FMS
cases. Upon customer demand, however, these overpayments will be refunded at
the time the FMS case is closed provided there are no collection delinquencies
for other FMS cases for that customer.

D. PRICING OF FMS TRANSACTIONS.

1. General. Defense policy outlined in DoD 7290.3-M, June 1981,
establishes the pricing criteria for FMS of defense articles and defense
services furnished to eligible foreign countries and international organiza-
tions. In compliance with the AECA, DoD pricing and financial procedures will
provide for the charging of all DoD direct and indirect costs, including
applicable surcharges. The P&R, P&A, or LOA will provide estimated price and
availability data, and/or firm data, as indicated below.

2. Articles from Defense Stocks.

a. Authority. Section 21 of the AECA authorizes the sale of
defense articles from stock to eligible foreign countries or international
organizations. Pricing of defense articles from DoD stocks will be handled
according to DoD 7290.3-M, Section 702.

b. Pricing Principles. Standard prices will be used when nonex-
cess materiel 1s to be sold, and no inventory replacement is required. For
the sale of principal or major items a test is required to determine if a
requirement for inventory replacement is created as a result of the sale..
When an article is supplied from inventory with replacement required, the FMS
selling price will be the best estimate available at the time of drop from
inventory. When no replacement is required, the price will be based on the
most recent actual procurement cost of the "series" and "model" being sold,
and will consider any modifications or improvements, as well as desirability
or utility due to age or condition.

C. Quotation of Firm Prices.. DoD components will quote firm
prices when offering principal or major items from DoD stocks as provided in
DoD 7290.3-M, Section 702. A11 LOAs offering principal or major items from
DoD stocks will be coordinated with the DSAA Operations Directorate. In the
exceptional instances where a MILDEP recommends that firm prices not be
quoted, the rationale will be identified during the coordination process.
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3. Articles from Procurement.

a. Authority. Section 22 of the AECA authorizes the sale of
defense articles from procurement to eligible foreign governments and interna-
tional organizations. Pricing of defense articles from procurement will be in
accordance with DoD 7290.3-M, Section 703 and will include full DoD contract
costs and authorized surcharges.

b. Purchaser Obligations and Contracting Principles. The purchas-
er is obligated to pay all costs incurred by the U.S. Government as well as
any damages or costs that may accrue from the purchaser's -cancellation of the
contract. In general, defense articles shall be priced on the same basis as
the cost principles used in pricing defense contracts for items for DoD use.
However, recognition shall be given to reasonable and allocable contractor
costs which are justified in connection with a particular sale (see DoD
Federal Acquisition Regulation Supplement, 25.7304(c)).

c. Use of Estimated Prices. To assure that all costs are covered
in the DoD pricing, quotations on defense articles and defense services will
be cited as estimated prices, with final adjustments to be established after
delivery of items from production or the rendering of services. The DD Form
1513 will indicate that prices for articles and services from procurement are
estimated prices.

4, Authorized Surcharges. Prices of defense articles and services sold
to eligible foreign countries and international organizations will include the
following surcharges when applicable: '

a. Accessorial Charges. These charges represent certain expenses
incident to issues, sales, and transfers of materiel which are not included in
the standard price or contract cost of materiel, such as:

(1) Packing, Crating and Handling. Packing, crating, and
handling (PC&H) costs are costs incurred for Tabor, materiel, or services in
preparing the materiel for shipment from the storage or distribution point.

(2) Transportation. Transportation charges include inland
(second destination) and ocean transportation costs representing shipments by
land, sea, air, inland and coastal waterways, vessel or air, and including
parcel post via surface or air. (NOTE: There are exceptions to charging
second destination transportation costs, i.e., CLSSA.)

(3) Port Loading and Unloading. These are costs for Tlabor,
materiel or services at ports of embarkation or debarkation.

(4) Prepositioning. Supply distribution costs incurred by
locations outside the Unite tates in anticipation of support to other
authorized customers. These costs are applicable when shipments are made from
overseas storage and distribution points, except that no positioning costs
shall be assessed on "long supply" stocks.

_ (5) Staging. These costs are for aggregation or preposition-
ing of materiel in U.S. facilities within the CONUS.
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b. Administrative Charges.

(1) Scope. An administrative charge shall be added to all FMS
cases to recover DoD expenses related to the administration of the FMS trans-
actions in accordance with Section 21(e)(1)(A) of the AECA. (Normally, the
charge will be three percent, however, in certain instances a five percent
charge will apply.) See DoD 7290.3-M, Section 705, for the appropriate
administrative charges which must be included in FMS cases. If the LOA
contains both standard and non-standard items, they must be cited as separate
line items on the LOA.

(2) Cancellations. In the event that the FMS purchaser
cancels an entire FMS case (LOA or Amendment) at any time prior to the deliv-
ery of all articles and services involved, the following guidance applies:

(a) Guidance Regarding Cancellation of FMS LOAs.

- Standard Defined Order Cases. On standard defined
order FMS cases the administrative charge will be three percent of the actual
value at case closure or one percent of the implemented program value, which-
ever is greater.

- Non-Standard Defined Order Cases. On FMS cases
which provide for non-standard procurement, the administrative charge will be
five percent of the actual value at closure or one percent of the implemented
program value, whichever is greater.

- Blanket Order and CLSSAs. On Blanket Order FMS
cases or FMSO II cases, the administrative charge will be three percent of the
delivered value at case closure. For FMSO I transactions the applicable
charge is five percent.

(b) LOA Notes Regarding Cancellation Charges. A note
should be placed on LOAs and amendments which indicates to the FMS purchaser
the appropriate administrative charge which would be assessed should the
entire LOA or amendment be cancelled.

(c) Approval to Assess a Cancellation Charge. The DSAA
Comptroller and Operations must approve the assessment of the one percent
cancellation charge on applicable FMS cases. DSAA countersignature of a DD
Form 1613-2 decreasing the dollar value of a cancelled FMS case does not
constitute this approval. When case closure certificates are submitted to the
DSAA for review, the following information is required:

- A copy of the FMS case, including all amendments
or modifications.

- Either a copy of correspondence pertaining to the
cancellation or a written explanation as to the reason why the case was
cancelled. The explanation should identify whether the items on thke LOA were
placed on contract by the MILDEP and whether the DoD incurred any "out-of-
pocket" costs in implementing or cancelling the LOA.

Note: Administrative cancellation charge does not apply to cases closed with
zero deliveries/expenditures. SAAC is authorized to automatically close these
cases without applying an administrative fee.
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~ The name and telephone number contact of an
individual cognizant of the case to whom inquiries could be directed.

(3) Annual Administrative Budgets. DoD components incurring
costs in support of FMS programs will prepare annual budgets for related
administrative expenses in accordance with Chapter 13, Section I, this Manual.

c. Review of Accessorial and Administrative Rates. Rates for
accessorial and administrative costs are subject to review at least every two
years. Requests for exceptions to the pricing policies prescribed herein, in
the case of unresolved disputes, or deviations from any price or service
charge when it can be shown that such deviation is in the best interests of
the U.S. Government shall be submitted through the Director, DSAA, to the
Assistant Secretary of Defense (Comptroller) for resolution or approval. Such
requests will contain the basis or justification and supporting data for the
exceptions. See additional guidance in DoD 7290.3-M, paragraph 71801.

d. Nonrecurring Cost (NRC) Recoupment Charges.

(1) Background. Section 21 of the AECA requires that, in
se]11ng defense articles to foreign governments and international organiza-
tions, an appropriate charge be made for a proportionate amount of any nonre-
curring cost of research, development, test and evaluation (RDT&E), and
production of major defense equipment (MDE).

(2) DoD Component Responsibility. As a matter of DoD policy
the military components are responsible for determining recoupment charges for
all items of defense equipment having a total nonrecurring development and
production cost of $5 million or more. DoD components must use actual, not
program, cost data and may use estimates where the development of more precise
data is not possible; however, in the latter case, it must be demonstrated
that a reasonable approach was used and prior approval of alternative costing
methods must be obtained from the 0SD Comptrolier (Accounting Policy), with
DSAA concurrence. The costs to be applied against the foregoing threshold
levels shall normally be determined based upon the system roil-away, sail-away
or fly-away cost of the end item, and assessments for product sales shall be
made on the basis of end item sales. In the event an end-item contains one or
more components which individually meet these thresholds, recoupment will be
made on both end item and component sales. Nonrecurr1ng RDT&E costs are those
costs funded by an RDT&E appropriation to deve]op or improve the product or
technology. This includes costs of any engineering change proposal (ECP)
initiated prior to the date of the contract with the customer, as well as
projections of such costs, to the extent additional effort applicable to the
sale model or technology is necessary or planned. It does not include costs
funded by either procurement or operations and maintenance appropr1ations to
improve the ‘product or for costs of publications. The costs of such improve-
ments are recurring costs and will be recovered in accordance with DoD 7290.3-
M. Nonrecurring production costs are those one-time costs incurred in support
of previous production of the model specified and those costs specifically
incurred in support of the total projected production run from which delivery
is to be made which would normally be expenses against a production run.
These nonrecurring costs include such costs as preproduction, special tooling,
special test equipment, production engineering, product improvement, destruc-
tive testing, and pilot model production, testing, and evaluation. They do
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not include costs of government property or facilities for which rental or
asset use charges will be assessed. "Special" nonrecurring RDT&E production
costs are those incurred at the request ot, or for the benefit of, the custom-
er in developing a special feature or unique requirement. These “special"
costs must be paid by the customer as incurred. The objective of applying
these recoupment charges is to ensure that a purchasing customer pays a fair
price for the value of DoD "sunk" investment costs. The pro rata recoupment
charge is to be included in the FMS or direct commercial sales price of the
product or technology unless reduced or waived as outlined in paragraph (8)
below.

(3) DSAA Approval. Prior to applying pro rata nonrecurring
cost recoupment charges to sales of items on the MDEL, components will insure
that the proposed pro rata charge has been approved by the Director, DSAA.
Approval will be requested only for MDE items, and for which there has not
been an approved nonrecurring cost pro rata charge established since 5 January
1977.

(4) Format. Requests for approval of pro rata charges for
each MDE item will be submitted on the format shown in Chapter 7, Section I,
Figure 7-I-1. U.S. Government nonrecurring RDT&E and U.S. Government nonre-
curring production costs will be shown separately. The total of these two
entries, i.e., the total U.S. Government nonrecurring investment in the item,
will be prorated against past and projected production quantities for U.S.
Government, FMS, MAP, and direct commercial sales. Actual past and projected
production quantities will be depicted and a country breakout for FMS/MAP and
direct commercial sales projections will be shown. Five Year Defense Program
(FYDP) forecasts will normally be used to indicate the U.S. military service
production quantities; however, for those items for which Selected Acquisition
Reports (SARs) are required, the latest SAR data will be cited, as applicable.

(5) Pro Rata Charges Determined Before 5 Jan 1977. If the pro
rata charge was determined prior to b January 19/7, it will be reviewed to
identify any significant changes. Changes requiring approval by the DSAA will
be submitted to Director, DSAA, in the format of paragraph (4), above.

(6) Direct Commercial Sales. As a matter of policy, the DoD
requires that, in the case of direct commercial sales of defense items to
foreign countries and international organizations, the U.S. contractor must
collect and pay to the cognizant MILDEP the appropriate nonrecurring cost
recoupment charge for the items being sold. MILDEPs will insure that they
have in place an operative system for assessment, monitoring, collection, and
reporting of these recoupments in order to insure that all appropriate pay-
ments are in fact made to the DoD. This system will provide for the following
actions to be taken:

(a) Applicable Items. The development of complete lists
of non-MDE and MDE items under the cognizance of the MILDEP which require
assessment of a nonrecurring cost recoupment charge in accordance with DoDD
2140.2 and a reference to the contracts in which the recoupment clause appli-
cable to the items is or was contained.

(b) Cross-Reference of Export License Requests. The
cross-referencing of all export 1icense requests processed by the MILDEP
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against these lists to determine whether the commercial sale is required to
have a nonrecurring cost recoupment charge assessment.

(c) Editing Munitions Control Export Licenses. The Muni-
tions Control Export Licenses will be annotated to 1indicate the amount of
nonrecurring cost recoupment charge which the contractor 1is required to
reimburse to the U.S. Government, and indicate the office in the MILDEP to
which the payment is to be made. It is emphasized that this process should in
no way delay the expeditious handling of Munitions Control Export Licenses.
In the event that appropriate nonrecurring cost recoupment charges have not
been determined for a particular item, the munitions control license should be
annotated only to show that a charge may be required, and that the contractor
is directed to contact the designated MILDEP administrative or procurement
contracting officer to ascertain the specific recoupment charge. Recommenda-
tions for approval of an export license request may not be conditioned upon an
agreement by the license applicant to pay such a charge to the United States
Government in a case in which the MILDEP knows that the applicant does not
have a current contractual obligation with the United States Government to
make such payments.

(7) Reporting. Collections received both from FMS and commer-
cial sales transactions will be reported in the DSAA(Q)1112 report required by
DoDD 2140.2. This report will be submitted quarterly by each DoD component,
to DSAA Comptroller, within 45 days of the end of each quarter.

(8) Reductions and Waivers,

(a) The pro rata recoupment charges may be reduced or
waived for particular sales that would, if made, significantly advance U.S.
interests 1in standardization with NATO, NATO member countries, Australia,
Japan, or New Zealand. As used hereafter, the word "waiver" includes reduc-
tions. Waivers will be considered only where it is demonstrated clearly that
a particular sale will significantly advance U.S. interests in standardiza-
tion. The burden of such demonstration rests with the purchasing foreign
government or international organization. Waivers will be considered only on
a case-by-case basis taking into account the unique circumstances of the
particular transaction. Waivers must be specific by law, and blanket waivers
are not provided by either the broad "Defense Cooperation Agreements" or other
general memoranda of understanding. Full waivers solely on the basis of
standardization may be granted to eligible countries for which materiel Grant
Aid, credit at concessional rates of interest, or credit with repayment
forgiven has been approved for the current fiscal year.

(b) For all countries and organizations other than those
specified in the preceding sentence, there will be a presumption against
granting a waiver unless additional or unusual benefits can be demonstrated.
Such ‘benefits must be clearly identifiable and generally attributable to a
unique miltitary, foreign policy, or economic advantage of the sale. A de-
scription of such benefits will be included in documentation relating to the
case. Seldom, if ever, will nonrecurring cost charges be waived for programs
involving offshore production of major components, unless such programs are
subject to the AECA, Section 27.
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(c) Authority to approve waivers is vested in the Secre-
tary of Defense and delegated to the Director, DSAA. A waiver request will be
considered by DoD only if it is initiated by the country or international
organization involved, and forwarded to the Director, DSAA. The Director,
DSAA 1is responsible for obtaining coordination of DoD activities concerned,
and for submitting cases involving opposing views to the Secretary of Defense
for decision.

(d) This policy applies to all sales, direct commercial
as well as government-to-government (FMS), and regardless of whether the itenis
involved are classified as "major defense equipment" or "non-MDE." It will
not be construed, however, as nullifying or modifying in any way specific
government-to-government agreements or specific memoranda of understanding for
wajver of nonrecurring costs or asset use charges that were executed in
writing and signed by all concerned prior to 1 January 1982.

e. Charges for Use of U.S. Government-owned Facilities, Plant and
Production Equipment. Sale of defense articles to any foreign country or
international organization shall include appropriate charges for any use of
U.S. Government-owned facilities, plant and production equipment in connection
with the production of the defense articles. Charges for use of U.S. Govern-
ment-owned facilities, production and research property shall be assessed
whether on an FMS or a direct commercial sale, where such U.S. Government
owned property is being used in performance of services or manufacture of
articles for foreign countries or international organizations.

(1) Asset Use Charges. Sales of defense articles which were
produced in government-owned facilities or with government-owned plant and
production equipment shall be priced to include an asset use charge, except
where the production of the defense articles was subject to rental charges for
use of DoD facilities, plant and production equipment. Asset use charges will
be calculated in accordance with the provisions of DoD 7290.3M, Section 706.

(2) Rental Charges for Use of DoD Assets. Sales of defense
articles which were produced 1n government-owned facilities or with
government-owned industrial plant and production equipment, for which a rental
is assessed in accordance with the provisions of DOD FAR Supplement 45.4 and
FAR 52.245-9, will be priced to include the appropriate rental charge. When
there is a provision for rental charges for use of U.S. facilities, plant,
production or research property, in the DoD facilities contract, the rental
charge will be assessed. The asset use charge applies only to FMS when there
is no provision for rental charges. At no time will both a rental charge and
an asset use charge be applied to the same defense articles on an FMS
transaction.

(3) Use of U.S. Industrial Plant Equipment (IPE) for Work for
Foreign Governments or International Organizations. Non-government use of
U.5. Government-owned industrial plant equipment requires prior written
approval of the contracting officer or Departmental level approval depending
upon the percentage of usage, in accordance with the provisions of the DOD FAR
Supplement 45.407.

(4) Use of U.S. Production and Research Property for Work for
Foreign Countries or International Organizations. Non-government use of U.S.
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production and research property for foreign procurement requires the prior
written approval of the MILDEP having cognizance of the property. Such
approval may be granted only if use will not interfere with U.S. requirements,
and the work is in support of FMS or a direct commercial sale approved under
the terms of the AECA. Either the asset use or applicable rental charges will
be assessed.

(5) Waiver or Reduction of Asset Use/Rental Charges for Use of
DoD Assets. Requests for waiver or reduction of asset use/rental charges will
be considered for particular sales which would, if made, significantly advance
U.S. Government interests in standardization with NATO, NATO member countries,
Australia, New Zealand, or Japan. MWaivers will be considered only where it is
demonstrated clearly that a particular sale will significantly advance U.S.
interests in standardization. The burden of such demonstration rests with the
purchasing foreign country or international organization. Requests from
foreign countries can be submitted directly to the Director, DSAA. In the
event the request is provided by the country to the contractor, it should be
submitted to the contracting officer who shall refer it through procurement
channels to the Director, DSAA, ATTN: Operations Management Division, for
consideration and decision. Contracting officers should consider and indicate
any potential interference with U.S. requirements prior to forwarding a waiver
request for the DSAA, and assure that the request identifies the total amount
of charges involved.

f. Quality Assurance, Inspection, and Contract Audit Services.

(1) Refer to DoD 7290.3-M, paragraph 70305 for detailed
guidance on recovering these charges.

(2) Quality assurance and inspection and contract audit
defense services in connection with the placement or administration of any
contract or subcontract for defense articlies or defense services entered into
after October 29, 1979, either directly or indirectly by a foreign country
which is a member of NATO, or pursuant to an FMS case with such NATO country,
may be provided without charge if such government provides such services in
accordance with an agreement on a reciprocal basis, without charge, to the
U.S. Government.

(3) These services may also be provided without charge in
connection with the placement or administration of any contract or subcontract
for defense articles or defense services pursuant to the NATO Infrastructure
Program in accordance with an agreement under which the foreign governments
participating in such programs provide such services, without charge, in
connection with the similar contracts or subcontracts.

(4) Agreements for the provision of such services without
charge will be implemented by the Director, DSAA under authority of AECA,
Section 21(h) and Public Law 96-29 (NATO E3A).

(5) A listing of approval agreements is provided at Figure
7-111-2.

g. Termination Liability Reserve.

(1) MILDEPs implementing foreign military sales agreements are
responsible for the determination of costs of potential contract termination

7-82 Change No. 2, 2 Jan 1985




DoD 5105.38-M

and for ensuring that this amount is ccllected in advance and held in reserve.
These costs are the best estimate of the 1liability that would accrue to the
U.S. Government should a particular sales case or agreement be terminated
prior to its normal anticipated completion date. For many agreements, poten-
tial contract termination costs will change regularly as contracts are award-
ed, work progresses, purchaser payments are received, and deliveries are made;
therefore, reserves will be adjusted accordingly. . A11 LOAs with sales from
procurement require termination 1liability reserves to be included in the
payment schedules.

(2) The Director, DSAA will be informed of actions taken to
determine and collect termination reserves by the submission of Termination
Liability Worksheets. These worksheets are required as part of the financial
analysis forecasts for LOAs with a total value of seven million dollars or
more and will be provided to the DSAA when LOAs are forwarded for countersig-
nature. Further guidance on this requirement and a worksheet format can be
found in Section II.

E. DIRECT CHARGES TO FMS CASES. Program management costs, although gener-
ally overhead in nature, are to be charged directly to FMS cases rather than
to be reimbursed from the FMS administrative funds.

1. Criteria for Charging Such Costs. Those costs which are incurred
solely in support of a single FMS program should be charged directly to FMS
cases. A single FMS program is an FMS case, or multiple FMS cases, written to
satisfy a country request for a major force improvement or for major manage-
ment assistance from the DoD. Examples of previous programs which involved
program management costs include the Saudi Arabian National Guard Moderniza-
tion (Army), Saudi Naval Expansion Program (Navy), and Peace Hawk V (USAF) ,
Appropriate program management costs include temporary duty (TDY), the expen-
diture of the equivalent of one or more man-year of effort solely in support
of a single FMS program, and supplies or materials. The criteria for deter-
mining whether such costs are chargeable directly to an FMS case are:

(a) TDY and other incremental costs must be incurred solely for
jmplementation of the single FMS program (i.e., for a single FMS case or
multiple cases related to a single country purchase). TDY and similar FMS
costs incurred for overall program management, even if such costs are incurred
only for one single country (e.g., for an overall review of an entire FMS
country program), are chargeable to FMS administrative funds.

(b) At least one man-year equivalent of effort must be devoted
solely in support of implementing a single FMS program. The effort may
consist of either "full time" man-years or the sum of "part time" manyears,
providing the charge meets the criteria of this subparagraph and subparagraph
e. below. Personnel effort will not be charged against case management lines
unless it can be demonstrated that the DoD organization involved has either
increased its staff as a direct result of the program implementation, or has
made an organizational change directly related to the need to rearrange
manpower effort in order to implement the program involved. Such costs are
most likely to be incurred in CONUS program management/weapons systems manage-
ment offices as a result of significant additional workload caused by consum-
mation of a major systems sale. General manpower efforts in behalf of FMS,
even if dincurred for one specific FMS purchaser (e.g., FMS country desk
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officers), or less than one manyear of effort in implementation of a single
program are reimbursable from the FMS administrative fund. General manpower
efforts and those of less than one man-year will not normally be a direct
charge to the FMS case. Additional criteria for identifying case management
costs are included in subparagraph e., below.

(c) A1l costs of services performed overseas in support of specific
programs are chargeable directly to appropriate 1line items on FMS cases.
Examples of such costs dinclude weapons systems 1liaison -officers, quality
assurance teams, and special overseas assignment of personnel for program
management and contract administration. In the latter .instance, costs of
contract administration will be directly charged to cases at actual costs.

(d) The cost of supplies, material, and equipment is properly
chargeable directly to the FMS case if it can be demonstrated that the pro-
curement of such items was made solely for the purpose of administering and
implementing the FMS case involved.

(e) It is recognized that the functions performed under case mana-
gement lines are administrative efforts similar to the general types which are
chargeable against the FMS administrative fund. The distinction is that case
management charges not only are identifiable to a single FMS program, but also
are clearly "over and above" routine management actions which must be taken to
implement any FMS case; e.g., costs incurred in preparing a Letter of Offer.
The establishment of a case management line, particularly one which contem-
plates charging at least one man-year costs directly against a case, requires
a management judgment that an exceptional degree of management effort is
necessary to assure successful program implementation. This judgment is a
unilateral one on the part of the U.S. Government: i.e., the prospective
purchaser is informed that the FMS program cannot be implemented unless extra-
ordinary management costs are incurred. Since the inclusion of the special
charge carries a degree of foreign policy connotation, the services to be
provided under case management lines must be clearly defined within the LOAs.
Additionally, the Director of Security Assistance of the Military Department
involved, or his designee, must approve the inclusion of a case management
line in excess of $100,000.

(f) As defined above, case management costs exclude those DoD costs
incurred to perform specific management or other services as a direct result
of a country request to perform such services. They also exclude services
(e.g., engineering support) directly related to providing the end product
which the case is designed to produce. These latter costs, while chargeable
directly to a FMS case, are considered to be technical assistance rather than
case management costs. For cases which include costs for both case management
and for DoD services which are inherent to the purpose of the case, the esti-
mated costs may be presented as single 1ine item identifiable to the specific
description of the services inherent to the case.

2. DD Form 1513 Presentation. Program management costs will be
included in the LOA as a separate line item. Cost estimates will be based on
an analysis of the effort required for program management from inception to
completion. The line item should be entitled "Case Management Costs" (cite
Generic Code L8A and NSN 018100 Case Management), and explanatory notes as to

7-84 Change No. 2, 2 Jan 1985




DoD 5105.38-M

such costs should be included in the LOA to the extent required to explain
them to the purchaser.

3. Military Department Delivery Reporting. MILDEPs will report actual
costs incurred to the SAAC as "Services Performed". Personnel costs, includ-
ing costs of man-days of effort performed while on TDY, will be priced in
accordance with instructions in DoD 7290.3-M. The SAAC will submit billings
to countries for such costs in accordance with normal FMS procedures.

F.  GOVERNMENT-PROVIDED ENGINEERING SERVICES.

1. Criteria for Charging Such Costs. Government-furnished engineering
services may be specifically requested by the purchaser, or costs may be
incurred to provide such services as a necessary part of the management of the
production run of certain items of equipment being sold under FMS. Those
services specifically requested by the purchaser will be offered on LOAs,
reported and billed in the same manner as any other service sold under FMS.
The criteria for determining whether government-furnished engineering services
associated with equipment purchases should be charged directly to an FMS case
are:

a. While the service may not be requested by the purchaser, the
performance of the service is necessary for the production, configuraticn
control, or reliability of the item or families of items being sold. The
costs to be charged for such services will be the proportionate share of
man-years needed for the FMS items being produced. As a general proposition,
the costs will be derived by pro-rating total engineering costs by the ratio
of items being produced for FMS purchasers to the total items being produced
in the same time frame.

b. These DoD costs must be allocable to a specific program rather
than be performed to benefit the FMS program in general. Virtually all
man-years associated with FMS-related engineering tasks are allocable; howev-
er, it is recognized that some engineering man-years may be required for
general FMS administration and, upon proper documentation that the cost of
such man-years cannot be allocated to FMS case lines, they may be charged to
the FMS administrative budget or fund.

c. As indicated in DoD 7290.3-M, engineering costs are chargeable
directly to an FMS case only if they are recurring in nature, and are related
to a current production run in which FMS materiel is being produced. Non-
rﬁzurring costs are recoverable via policies and procedures included in DobD
2140.2.

2. DD Form 1513 Presentation. Estimated costs of providing engineering
services associated with production of purchased items will be included in the
estimated unit costs of the item being purchased. Thus, the LOA item price
will include not only the estimated contract cost to produce it (including
government-furnished material) but also the cost of services required to
assure its purchaser production in the correct configuration. Such costs will
also include the pro-rata share of government-furnished testing and evaluation
services,
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3. Military Department Delivery Reporting. Military Departments will
include the appropriate pro-rata share of applicable government-furnished
engineering service costs in the reported unit price of the purchased item.
SAAC will submit billings to countries at the full unit price reported by the
Military Department.

G.  ASSET USE CHARGES FOR ITEMS PROVIDED FROM INVENTORY.

1. Criteria for Charging Such Costs. DoD 7290.3-M, requires an asset
use charge of 1% to be applied to the materiel base price for articles sold
from DoD inventories.

2. DD Form 1513 Presentation. Whenever it is practicable to estimate
the value of materiel to be furnished from DoD inventories, the amount of the
estimated asset use charge will be included in Block 25 of the LOA. The
following note will be included in all LOAs which include requirements which
possibly could result in shipments from DoD inventories:

"An amount of 1% will be added to the price of items provided from
DoD inventories, so as to cover costs incurred for use of U.S.
Government facilities.”

3. Military Department Delivery Reporting. The MILDEPs will report
inventory 1tem shipments to SAAC at stock 1ist price or replacement price as
applicable. The MILDEPs will not include the value of the asset use charge in
such delivery reports. At case closure a certificate will be submitted from
the MILDEP to SAAC exclusive of the asset use charge. SAAC will assure the 1%
asset use charge is reflected in the final case value.

4, SAAC Billing and Reimbursement Procedures. SAAC will process
reported deTiveries of items from inventories (based on delivery source code)
so as to add a surcharge of 1% to the value of the reported inventory ship-
ments. Delivery documentation forwarded to purchasers as a part of billing
data will reflect the charge separately, in the same general manner used for
assessment of PCH&T charges. SAAC will take actions required to assure that
proceeds received from the asset use charge are credited to the proper
accounts. (NOTE: Effective 1 October 1983, 25% of the asset use charge is
treated as an attrition charge to be used to finance replacement of damaged
equipment beyond repair. Attrition charge collections are deposited by SAAC
into the Attrition Cost Clearing Account. Use of these funds must be
authorized by DSAA. When equipment is damaged beyond repair because of FMS
student error, a report of the 1loss and request for funding to cover
procurement of the replacement items shall be submitted to DSAA Comptroller
for approval.)

5. Applicability. These provisions do not apply to the application of
rental charges made under the provisions of the FAR for items provided from
procurement initiated to meet FMS customer requirements or to asset use
charges for DoD services including training. FAR rental charges for items
furnished from procurement will vary depending on the degree of use of DoD
facilities and are included in contractor billings. Applicable asset use
charges for items manufactured -or assembled in government-owned and operated
facilities will be ircluded by the MILDEP in the unit cost of the item being
produced. Asset use charges for FMS training are to be included in the
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tuition rates billed to purchasers. Asset use charges of DoD services are to
be included as part of the cost of performing the service.

H.  REPLACEMENT PRICE FOR SECONDARY ITEMS.

1. Criteria for Charging Such Costs. The stock 1list price of procure-
ment funded secondary items furnished from inventory will be increased by a
surcharge published by the ASD(C). The surcharge will be included in the
item's price and covers the increased costs, anticipated due to inflation, of
replacing the item from procurement sources. The inflation factor will not be
arbitrarily applied to the price of major items sold from inventories.
Replacement prices for major items will be computed in accordance with DoD
7290.3-M.

2. DD Form 1513 Presentation. Most such items will be provided against
"dollar lines" form blanket order FMS cases, etc. The dollar values offered
in LOA should be in sufficient amounts to cover appropriate replacement
pricing for secondary items.

3. Military Department Delivery Reporting. MILDEP Delivery reports
will reflect the item selling price as a single price combining stock list
price plus the ASD(C) published surcharge amount. SAAC will submit billings
to countries in the price reported by the MILDEPs.

4. Applicability. This dinstruction does not apply to stock fund
pricing, but only to central procurement secondary items provided from DoD
inventories. As indicated in DoD 7290.3-M, all CLSSA (FMSO II) shipments will
be priced at standard price.

I. FINANCIAL ADMINISTRATION OF FMS CREDIT PROGRAM.

1. The FMS credit appropriation and loans guaranteed by DoD provide two
sources of initial funding of FMS or direct commercial sales. Annual require-
ments are defended before Congress by 0SD/DSAA. The appropriation is adminis-
tered by DSAA. Customer payments of principal and interest on the amounts
loaned are based upon the terms of individual credit agreements. Specific
details on FMS credit management are included in Chapter 9.

J.  PREPARATION AND IMPLEMENTATION OF DD FORM 1513, LETTERS OF OFFER AND
ACCEPTANCE (LOAs). MILDEPs and other impiementing agencies are responsible
for preparing LOAs and for establishing estimated price and availability of
defense articles, defense services, and design and construction services
offered for sale thereon; developing payment schedules; preparing and provid-
ing any required accompanying data, e.g., Financial Analysis, Termination
Liability Worksheets, etc.; and initiating and processing such amendments or
modifications as may be appropriate. Implementing agencies are responsible
for negotiating terms of sale for cash sales, in accordance with policy
guidance provided by DSAA. They are responsible for establishing management
systems necessary to insure prompt implementation of FMS agreements upon
receipt of obligational authority from the SAAC, including those systems
required to finance, account, and report accomplishment for each individual
case. Copies of all LOAs, amendments thereto and certain modifications will
be provided to the Comptroller, DSAA, for countersignature prior to submission
to the country. This requirement, however, does not satisfy other require-
ments regarding coordination with the DSAA Operations or Plans Directorates.
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K. TERMS OF SALE AND TYPE UF ASSISTANCE CODES (REFER ALSO TO TABLE 7-III-1).

1. General.

a. Applicable Sections of FAA and AECA. An LOA for a sale of
defense articles, defense services, or design and construction services may
involve Section 503(a)(3) of the Foreign Assistance Act (MAP Merger) and/or
one or more of the following sections of the AECA.

--  Section 21. Sale from DoD stocks (includes defense articles and
services of DoD personnel except those services provided under
Section 29).

--  Section 22. Sale from DoD procurement (includes defense articles
and services of DoD contractor personnel except those services pro-
vided under Section 29.).

-- Section 23. DoD direct credit extended to a purchaser to finance a
sale from DoD stocks or DoD procurement.

-- Section 24. DoD guaranteed credit extended to a purchaser to
finance a sale from DoD stocks or DoD procurement,

-- Section 29. Sale of design and construction services from DoD
stocks or procurement.

b. Use of Terms of Sale on LOAs. Terms of Sale indicate when
payments are required and whether the agreement is to be financed on a cash,
FMS credit (loan) or MAP funding basis. The implementing agency enters the
appropriate Terms of Sale as specified by paragraph 3. below in the "Terms"
block (27) of the LOA. If an LOA involves more than one of these terms, the
implementing agency will cite on the LOA all of the applicable terms and
(except for FMSO 1, and Cash with Acceptance) insert the following: "Payment
will be 1in accordance with the provisions of the Financial Annex subject to
paragraph B.3.f. of Annex A." '

c. Use of Type of Assistance Codes on LOAs. The implementing
agency will cite Type of Assistance codes, as specified in paragraph 4.
below, in the "Availability and Remarks" block (18) of the LOA for each 1line
item in the case.

2. Initial Deposits (Refer also to Table 7-11I-1).

a. Determining Initial Deposit. The terms of sale and projected
date of delivery or performance of services determine the requirement for
initial deposit. If delivery of the defense article or service is within 90
days of an LOA acceptance, the purchaser must pay the full amount with accep-
tance or as demanded by DoD in advance of performance. Cash with acceptance
is required when total performance is anticipated shortly after acceptance and
before a billing for incremental deposits can be rendered and collected. Most
sales of defense articles, defense services, and design and construction
services require an initial deposit and incremental payments by the purchaser.
Historically, such sales were referred to as "dependable undertaking." By
law, however, only sales from procurement sources (Section 22 or Section 29 of
the AECA) are dependable undertakings -- sales from DoD stocks require terms
of sale of either "Cash with Acceptance" or “Cash prior to Delivery."
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b. Payment of Initial Deposits. To accept an LOA, the purchaser
may be required to make an initial deposit equal to a portion or all of the
estimated value of the FMS agreement. The amount of the initial deposit will
be as specified on the LOA and computed in accordance with paragraph c. below,
except for FMSO I Agreements. DoD 7290.3-M provides special guidance for
computing initial deposits for FMSO I. Where an initial deposit is required,
the purchaser is responsible for forwarding payment to SAAC by check or wire
transfer at the time of and as an integral part of accepting the DD Form 1513.
In the absence of such payment, there is nc binding agreement that can be
implemented. If the purchaser has excess funds in his FMS Trust Fund Holding
Account, he may request use of these funds to pay initial deposit require-
ments. For that portion of the value of the FMS agreement for which the
purchaser need not make an initial deposit, the SAAC will bill the purchaser
as required. For those purchasers not authorized direct arrangements for
dependable undertaking (see Table 7-I1II-2), terms of sale on a cash sale from
procurement will be “Cash with Acceptance," unless DSAA has provided approval
for other financing terms.

c. Computation of Initial Deposit. Except for FMSO I, the imple-
menting agency will compute the initial deposit as follows: The initial
deposit must be sufficient to cover the potential charges to be incurred
(e.g., contractor progress payments, contractor holdbacks, potential termina-
tion charges, deliveries from DoD inventories, etc.) from the expiration date
of the offer set forth in the LOA through the day immediately preceding the
calendar quarter to which the first bill applies. New FMS agreements can
enter the billing system at the SAAC during a particular calendar quarter
through the tenth day of the last month of that quarter. A bill is issued as
of the close of business of that quarter with payment due 75 days later. The
bill covers all costs incurred as of the date of the bill plus anticipated
costs through the quarter following the payment due date. Therefore, if the
agency anticipates that an LOA will be accepted by the purchaser and will be
received by SAAC before the tenth day of the last month of the quarter, the
implementing agency should require an initial deposit to cover only the
estimated payments due through the end of the first full calendar quarter
following the acceptance of the agreement. To illustrate, a new agreement
with an expiration date of between 11 September through 10 December would
first appear on the billing statement as of 31 December. The 31 December
statement would request payment on 15 March for costs estimated to be incurred
during the period 1 April through 30 June. Therefore, the initial deposit
should cover only the estimated payments due from date of acceptance through
31 March. However, if the SAAC does not receive a new agreement until 11
December, the agreement would first appear on the billing statement as of 31
March. This 31 March statement would request payment on 15 June for costs
estimated to be incurred during the period 1 July - 30 September, In this
case, the initial deposit should cover all estimated payments due from date of
acceptance through 30 June. The payment schedule set forth in a Financial
Annex will be based on the foregoing and reflect the date that payment is due.
Other than initial deposits, payment due dates are 15 March, 15 June, 15
September, and 15 December. An example is as follows:
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Offer Expiration Date: 15 December

Initial Deposit: Costs to be incurred
from date of acceptance through 30 Jung

First Forecast Quarter in Payment Schedule:
1 July thru 30 September

"As of Date" of Billing: 31 March

Approximate Mailing of Billing: 15 April

" Payment Due: 15 June

(1) Detail guidance for determining initial deposits and pre-
paration of payment schedules is given in DoD 7290.3-M, Chapter 4. Figure
7-111-1 summarizes the above dates as viewed by the SAAC as the responsible
authority for assuring the adequacy of cash deposits from FMS purchasers.

3. Terms of Sale. Terms of Sale and related statements to be used on
LOAs are as follows: ‘

a. Terms.

(1) “Cash with Acceptance." This term applies when the ini-
tial cash deposit equals the amount in the "Estimated total Costs" block of
the LOA. Paragraph B.3.a. of Annex A of the LOA defines this term. This term
will also be used for FMSO"I even though the initial deposit is less than
"Estimated Total Costs.”

(2) “Cash Prior to Delivery." Under this term, the U.S.
Government collects cash 1in advance of delivery of defense articles and
rendering of defense services and design and construction services from DoD
resources. Section 21(b) and Section 29 of the AECA apply. Paragraph B.3.b.
of Annex A of the LOA defines this term.

(3) "Dependable Undertaking." Under this term, the U.S.
Government collects cash in advance of procurement contract payment require-
ments. Section 22 and Section 29 of the AECA apply. Paragraph B.3.c. of
Annex A of the LOA defines this term. If Section 22(b) is applicable based on
Presidential action (i.e., payment due 120 days after delivery), add "with 120
days payment after delivery." The countries identified in Table 7-III-2 are
authorized to make direct arrangements with the cognizant DoD component for
purchases under a dependable undertaking transaction.

(4) "Payment on Delivery." Under this term, the U.S. Govern-
ment issues bills to the purchaser at the time of delivery of defense articles
or rendering of defense services from DoD resources. The first sentence of
Section 21(d) of the AECA applies. Paragraph B.3.d. of Annex A of the LOA
defines this term. The implementing agency may use this term only pursuant to
a written statutory determination by the Director, DSAA, who must find it in
the national interest to do so. If the last sentence of Section 21(d), of the
AECA is applicable, based on Presidential action, modify to read "Payment 120
days after Delivery."

(5) “FMS Credit. (insert three digit loan number, e.g., '841,'

'842,' etc.). This term applies to payment for a Foreign Military Sale in
whole or 1in part with FMS loan funds, extended or guaranteed by DoD under
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Sections 23 or Z4 of the AECA or under other legislation. Paragraph B.3.e. of
Annex A of the LOA defines this term. The implementing agency will determine
initial deposit requirements in the same manner as in paragraph 3.a.(3),
above. The purchaser may then request the drawdown of FMS loan funds in
payment of the initial deposit and subsequent payments if any imn-accordance
with 'the Financial Annex. If the sales agreement is to be financed only in
part with FMS credit funds, the implementing agency will also cite in the
"Terms" block (27) of the LOA the appropriate other Terms of Sale and the
amounts applicable to each type of financing.

(6) "FY (insert two digit fiscal year of MAP program) MAP
Merger." This term appiies to payment for a Foreign Military Sale in whole or *
in part with Military Assistance Program (MAP) funds, authorized for transfer
to the FMS trust fund for merger with country trust fund deposits. If the
sales agreement is to be financed only in part with MAP funds, the implement-
ing agency will also cite the appropriate other terms and the amounts applica-
ble to each in the LOA.

b. Related Information.

(1) If more than one of the above Terms of Sale apply to a
particular LOA, the implementing agency will cite all of the appropriate Terms
of Sale on the LOA. No attempt should be made to break out the estimated
costs for each or some line items, except where FMS loan funds are cited in
which case a dollar breakout will be shown. Applicable line items for credit
will be coded "TAZ." Mixed line items will show "TAZ" and other appropriate
"TA" code. (See paragraph 4, below).

(¢2) In addition to the applicable Terms of Sale, the imple-
menting agency will enter the following statement in the "Terms" block of the
LOA: "Payment will be in accordance with the provisions of the Financial
Annex subject to paragraph B.3.f. of Annex A." However, this statement does
not apply to Cash with Acceptance and FMSO I cases. If the purchaser is not
authorized a Dependable Undertaking for Section 22 or Section 29 sales, the
Term of Sale will be "Cash with Acceptance," unless specific DSAA approval is
obtained. A Financial Annex is required for all LOAs except FMSO I agree-
ments. Paragraph M.l.d., this section sets forth instructions for Financial *
Annexes.

4, Type of Assistance (TA) Codes.
a. Codes Identified.

Code 3: Sec 21 (b), AECA; Source of Supply “S", “R", "E".

- Code 4: Mixed Sec 21(b), 22(a), or Sec 29 AECA or source
undetermined; Source of Supply "X".

- Code 5: Sec 22(a), AECA; Source of Supply "P".

- Code 6: Sec 21(d), AECA; Payment on Delivery; Source of
Supp]y IISII’ IIRII’ IIEII.

- Code 7: Sec 22(b), AECA; Dependable Undertaking with 120
days payment after delivery; Source of Supply "P".

- Code 8: Sec 21(d), AECA; Stock sales with 120 day payment
Source of Supply "S", “"R", “E".

- Code M: Sec 503(a)(3) Foreign Assistance Act, MAP Merger. *

- Code U: FMSO I, Source of Supply "P".

- Code V: FMSO II, Source of Supply “P“.

- Code Z: Sec 23 or 24, AECA; FMS Credit.
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b. Use with Source of Supply Codes. The type of assistance code
may be interchanged when used in the "Availability and Remarks" block of the
LOA. Example: TA3, TAZ. The Source of Supply codes shown in paragraph 3,
Explanatory Notes, Annex A, to the LOA, must be determined and indicated
independently of TA codes. For example, the source of supply coding for FMSO
I1 should be "P(*)" and the TA code for FMSO II should be "TAV" with-~both
designations being shown in the "Availability and Remarks" block of the LOA.

L. MULTIPLE SOURCES OF FINANCING.

1. Reasons for Use.

a. Inadequate Credit/MAP Funds. A purchasing nation may find, when
procuring high-dollar-value, long-lead-time items, that -the amount of
credit/MAP funds currently available for such procurement is inadequate to
finance the entire purchase. Therefore, since credit/MAP funds which are not
yet available to the purchaser may not be cited on the LOA, that portion not
covered by credit/MAP financing must be reflected as "cash" on the LOA. As
additional credit/MAP funds become available to the purchaser, it may then
request the military department to amend the LOA to convert the cash portion
to credit/MAP to the extent that such financing is available.

b. Inadequate Cash. A purchasing nation may accept an LOA which
cites "cash" as the method of payment, only to find at some later date that
its national funds are inadequate to pay subsequent billings from SAAC. In
such an instance, the purchaser may request the military department to amend
the LOA to cite credit/MAP funds, if available, to finance the remaining
payments.

M.  FINANCIAL CONTROL OF FMS AGREEMENTS.

1. Accuracy of Pricing and Payment Schedules.

a. Need for Accuracy. Historically, a major area of purchaser
concern has been the rapid change in pricing and financial commitments after
acceptance of FMS agreements. Purchasers are concerned that the amounts they
are required to pay on the DD Form 645, FMS Billing Statements, often differ
significantly from the amounts estimated in the LOAs and related payment
schedules. Inaccurate payment schedules hamper financial planning on the part
of purchasers and, as a result, they must obtain emergency funds from (or must
return monies to) their parliamentary bodies.

b. Effect of Inaccuracies on Customers. Since purchasing govern-
ments typically have budgetary practices that are as involved as our own,
emergency funding may not be available in time to avoid penalty interest
assessments on delinquent FMS debts. Interest charges for late payments are
especially difficult for DoD to explain when the cause for delinquency is
attributable to inaccurate pricing and inflated payment schedules provided to
the purchasers by DoD .

, c. Policies for Pricing. The policies for pricing defense arti-
cles and services are set forth in DoD 7290.3-M. Each DoD. component must
strictly adhere to the policies prescribed. To assist in the pricing of FMS
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agreements, Paragraph C.8.c.(1), Section II of this Manual, provides a system-
atic application of pricing policies to develop a "Financial Analysis." Use
of this guidance should minimize subsequent revisions of price caused by
erroneous cost elements or incomplete adherence to pricing policy.

d. Financial Annex to the DD Form 1513. To improve the quality of
payment schedules attached to LOAs, Paragraph M.2, this section, provides
criteria for payment schedule preparation. The financial annex payment
schedule provides the purchaser with a reference to his financial commitment.
A sample of the Financial Annex is shown at Figure 7-1II1-3.

(1) Payment Schedule. The payment schedule should project
quarterly payments due as of the T5th day of the last month of each calendar
quarter. Each deposit amount should be sufficient to cover all costs and
contingencies anticipated to be incurred on the purchaser's behalf during the
succeeding quarter, plus a reserve to cover termination liability (for sales
from procurement). Specifically, the depusits should provide for incremental
payment  of materiel, services, administrative charges, accessorial charges,
contractor holdback, termination 1liability, nonrecurring cost recoupment
charges, asset use, and any other applicable contingency or add-on costs.

(2) Revisions to Payment Schedules. Implementing agencies
will revise LOA payment scheduTes as necessary. A new payment schedule should
be furnished whenever a substantive change in payment requirements is evident.
Obviously, this condition varies by country and case. As a minimum, a DD Form
1513-2 providing a new payment schedule is required when costs are anticipated
to vary (increase or decrease) from the existing payment schedule by more than
$500,000 or 10%, whichever 1is greater, during any 12 month period. This
threshold should be reduced when the purchaser's FMS program is relatively
small. Implementing agencies should establish procedures to insure that
payment schedules on cases valued at $7 million or more are reviewed against
actual financial requirements at least once annually.

2. Preparation of Payment Schedules.

a. General. The preparation of payment schedules require budget-
ary estimates under conditions of inflationary uncertainty and uncertainty as
to the specific dates when: purchasers will accept and return the LOA for
implementation; requisitions for items will be initiated; contracts will be
let; progress payments must be made to contractors; deliveries of items,
particularly spare parts and support equipment, will occur; and personnel
costs will be incurred.

b. Criteria. Actual outlays therefore, can be expected to vary
from initial payment schedules. This does not negate, however, the require-
ment to develop a payment schedule for each case. In general, payment sched-
ules 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 payment schedules in anticipation of these costs:

(1) Timing and Amount of Payments. A1l payment dates on
Financial Annexes other than initial deposits should be 15 days before the end
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of each calendar year quarter (e.g., 15 December, 15 March, 15 June, 15
September). Payment amounts should equal the anticipated outlays for the next
90 days after payment date. The timing and amounts of claims for payment will
coincide with existing FMS billing procedures as described in DoD 7290.3-M.
The payment schedule should specify the initial deposit required at the time
of case acceptance. The amount of initial deposit must be sufficient to cover
outlays/deliveries anticipated until the first follow-on payment is scheduled
for receipt.

(2) Uncertain Date of Acceptance. When the exact date a
purchaser will accept an LOA is uncertain, and a payment is needed a specific
number of days after that acceptance, assume that the purchaser will accept
the LOA 60 days after it is offered, and specify the first payment date
accordingly. v ~

(3) Materiel from Stock. The schedule for payments related to
materiel to be sold from stock will be based on estimated deliveries during
each 90 day period as cited above. The basis of forecasting anticipated
delivery will be the use of historical delivery information of specific
generic codes and other materiel categories and should be supported by an
analysis showing the means of forecasting.

(4) Materiel from Procurement. Payment 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 developed for all major DoD weapon systems and should be
reviewed periodically for validity. Payment schedules should include both the
estimated disbursements to contractors as well as appropriate contract hold-
back percentage.

(5) Concurrent Spare Parts. For case lines involving concur-
rent spare parts, estimate dollar deliveries consistent with the delivery of
the end items being supported.

(6) Purchaser-Initiated Requisitions. For cases involving
purchaser-initiated requisitions (i.e., open-end or blanket order cases
expressed in dollars) over a one-year period, phase payments quarterly for
one-fourth of the estimated case value. The first payment should be scheduled
90 days after the estimated date of case acceptance and initial deposit.

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

(8) Training Cases. For training cases involving foreign
student entry into courses, schedule the payment in consonance with known or
estimated entry into the training courses involved. Open-end or blanket order
graining cases will require an initial deposit of 25% when the case exceeds

25,000. '

(9) Royalties or Pro-Rata Nonrecurring Cost Charges. For
cases involving royalties or pro-rata nonrecurring costs or asset use charges,
schedule the payment in consonance with production schedules of the end item
for which the payment is being collected.
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(10) Administrative and Accessorial Charges. Schedule adminis-
trative and accessorial costs 1in consonance with payment schedules for the
primary items or services being provided under the case. However, one percent
of the administrative fee will normally be required with acceptance of the
LOA. o

3. Budgetary Authority for FMS Orders. To protect the integrity of the
FMS purchaser's financial commitment and to ensure proper accounting for
fiscal resources of the DoD components, the DoD uses a series of uniform,
DoD-wide budgetary controls for FMS agreements. Budgetary control of an FMS
agreement begins after acceptance of the sales offer by the purchaser. The
purchaser forwards three signed copies of the accepted agreement to the SAAC
together with any required initial deposit. If the terms of sale have been
observed by the purchaser, the SAAC records acceptance of the LOA and releases
to the appropriate DoD agency specific values of obligational authority. The
DoD agency must then account for, control, and report all obligations incurred
against the authority received. The essence of the budgetary control system is
the "FMS Planning Directive" (DD Form 2061) and the “"Request and Approval of
FMS Obligational Authority" (DD Formm 2060). Each of these documents form a
building block of fiscal data in support of the "FMS Status of Budget Execu-
tion Report" (DD Form 1176). Specific detailed controls for use of these
forms for FMS sales are prescribed in DoD 7290.3-M.

4. Collection of FMS Payments.

a. Trust Fund Accounts. The AECA requires FMS monies to be
collected in advance of delivery, service performance, or contractual progress
payments. The SAAC performs accounting operations for these monies from two
parent FMS trust fund accounts: (1) 978242, (Deposits, Advances, Foreign
Military Sales, Defense) and (2) 97-11X8242, (Advances, Foreign Military
Sales, Executive, Defense). The 978242 account 1is used for “receipt" of
payments from customers for FMS sales. Account 97-11X8242 is for "disburse-
ments" made to suppliers on behalf of the FMS purchasers.

b. Integrity of Payment Identification. Cash collections into the
FMS Trust Fund are the result of initial deposits at acceptance or are based
on requests for funds (billings) prepared by the SAAC. Each deposit made is
recorded to the appropriate FMS case accepted by the purchaser. If the
deposit is not identifiable at time of payment it is recorded in the FMS
customers' "Holding Account" pending identification. Throughout the 1life of
the FMS case, the integrity of case-level accounting for deposits will be
maintained by the SAAC.

C. Holding Accounts. Cash payments often are received cumula-
tively which are in excess of the final value of a particular case. With
purchaser approval, these surplus funds can be transferred into a Trust Fund
"Holding Account" similar to a pseudo-case. Monies on deposit in the holding
account are available to the purchaser for application to other FMS cases.
However, upon purchaser demand these overpayments will be refunded provided
there are no collection delinquencies for other FMS cases for that purchaser.

d. Payment Office. A1l payments, whether cash or credit, must be
made to the Security Assistance Accounting Center, Denver, Colorado, 80279,
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for deposit to the FMS Trust Fund account for the purchaser. A1l payments
should identify the specific reason for the payment.

5. Disbursement Authority for FMS Agreements.

a. Case-Level Accounting. FMS monies collected in advance of
delivery, service performance, or contractual progress payments are available
for reimbursement to U.S. appropriations or direct-cite payment to U.S. pro-
ducers. Although these disbursements are controlled on an FMS country basis,
accounting for FMS transactions is on an individual case basis. In other
words, country cash deposits may be disbursed for the financial requirements
associated with any of that country's cases with its consent, expressed or
implied, but the integrity of deposit and disbursement accounting for indi-
vidual cases will be maintained.

b. Disbursement Authorities. The total DoD disbursement authority
for each FMS purchaser is equal to the amount of undisbursed monies on deposit
for the purchaser in the FMS Trust Fund. Any subdivision of this authority
must be requested by the DoD components. Based on the amount of a request and
of available monies, the SAAC will formally release advice of disbursement
authority in a specified amount at FMS country level to the DoD component,
The DoD component must exercise prudent control to ensure the disbursement
limitation is not exceeded when paying contractors or reimbursing U.S. appro-
priations.

6. Accounting for Contractual Progress Payments.

o
7

a. Incremental Payments. Most of the materiel furnished on ‘FMS
orders is procured by the Dol on behalf of FMS purchasers. Associated with
these procurement actions are incremental, contractual progress payments for
work in process. It is to the benefit of DoD and of the FMS purchaser that
contractors receive incremental payment as fabrication and assembly of new
materiel progresses under an FMS case. ¢ Installment payments reduce the impact
on customers budgets and reduce contractors' investment in work in process.
Similarly, it reduces mutual exposure and risk of case cancellation. It
provides also for continuing assessment of case requirements and pricing to
update any elements of inaccurate price estimation that may have occurred at
time of case offer.

b. Segregating and Accounting for FMS Costs. Sections 22 and 29
of the AECA necessitate accurate and prompt segregation and accounting for
incremental costs to ensure that DoD appropriations are not adversely impacted
by contractual payments on behalf of FMS orders. DoD policy is that contrac-
tors separately request progress payments when more than one country's re-
quirements or U.S. requirements are included in the same contract, The DoD
agency that makes the progress payment must promptly report these costs to the
SAAC to insure that billings accurately reflect the rates at which disburse-
ments are made. As stated previously, the SAAC is responsible for ensuring
sufficient monies are collected in advance to cover forecasted costs by the
DoD agencies. If the payment schedule appears to be inadequate, the DoD
agency should modify it (DD Form 1513-2) with notification to both the FMS
purchaser and the SAAC.
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‘ FIGURE 7-1I1-1

KEY DATES IN FMS BILLING AND COLLECTION

SAAC "Cut-off"

for Delivery

Performance Approximate
Offer Expiration/ Reports from As of Date Date of FMS Payment
Acceptance Dates Implementing on FMS Bill- Billing Due at

of LOAs* Agences ing Statement Statements SAAC

11 Sep - 10 Dec 16 Dec 31 Dec 15 Jan 15 Mar
11 Dec - 10 Mar 16 Mar 31 Mar 15 Apr 15 Jun
11 Mar - 10 Jun 16 dun 30 Jun 15 gul 15 Sep
11 dun - 10 Sep 16 Sep 30 Sep 15 Oct 15 Dec

*Accepted LOAs received and implemented between these dates will appear on
‘ the next quarterly FMS Billing Statement.

FIGURE 7-III-1. Key Dates in FMS Billing and CoTlection.
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FIGURE 7-II11-2 ‘
CONTRACT ADMINISTRATION RECIPROCAL AGREEMENTS
COUNTRY EFFECTIVE DATE COST WAIVED
Canada (CN) Z7 Jul 1956 Contract Audit .
Quality Assurance and Inspection
United Kingdom (UK) 30 Oct 1979 Contract Audit
France (FR) 17 Jul 1987 Contract Audit
Netherlands (NE) 9 Apr 1982 Quality Assurance and Inspection
Italy (IT) 7 Jdan 1983 Quality Assurance and Inspection
Belgium (BE) 26 Apr 1983 Quality Assurance and Inspection *
Germany (GY) 6 Dec 1983 Quality Assurance and Inspection *
European Participating *
Group (EP) 19 Dec 1980 Contract Audit *
Quality Assurance and Inspection =*
. (F-16 Follow-on Buy) *
NATO Integrated 30 Sep 1981 . Contract Audit ‘
Communication 6 May 1980 Quality Assurance and Inspection
System Management
Agency (NICSMA)
(N2), (K4)
NATO (A1l infra- 30 Sep 1981 Contract Audit
structure programs 28 Oct 1980 Quality Assurance and Inspection
administered by a '
NATO Command or
NATO Agency)
NATO (A11 other 10 Feb 1981 Quality Assurance and Inspection
intrastructure pro-
grams administered
by a host country) |
NATO E-3A (N1), (K7) Program Full waiver of all contract
(K8), (W1) ' Conception Administration
FIGURE 7-TIT-Z." Contract Administration Reciprocal Agreements. ‘
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FIGURE 7-11I-3
FINANCIAL ANNEX

SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS

1.  This agreement is financed entirely with cash, FMS loan funds, MAP funds,
or any combination thereof as indicated in Block 27 of DD Form 1513, Letter of
Offer and Acceptance (LOA), or Block 28 of DD Form 1513-1, Amendment to Offer
and Acceptance. The Purchaser agrees to make payments ir such amounts and at
such times as may be specified by the U.S. Government, including any initial
deposit indicated on the LOA required to meet financial requirements arising
from this case.

2. The Foreign Military Sales Billing Statement, DD Form 645, will serve as
the statement of account and billing statement. An FMS Delivery Listing
identifying items physically or constructively delivered, and services
performed during the billing period, will be attached to the billing
statement. The Security Assistance Acccunting Center (SAAC) forwards billing
statements to Purchasers not later than 45 days before payments are due, and
Purchaséers will forward payments in U.S. dollars (cash or request for advance
of loan funds) to the U.S. Government in time to meet prescribed due dates.
Questions concerning the content of DD Form 645 billing statements and
requests for billing adjustments should be submitted to the Security
Assistance Accounting Center (SAAC/FS), Lowry AFB, Colorado 80279.

3. Cash payments in U.S. dollars for inditial deposits and amounts due and
payable on Quarterly Billing Statements (DD Form 645) are to be forwarded to
the SAAC or other formally-agreed-upon depository in time to meet prescribed
payment due dates. The preferred method for forwarding cash payments is by
bank wire transfer. The following addresses apply for cash payments:

a. Bank Wire Transfer to SAAC:
Federal Reserve Bank of Kansas City, Denver Branch
FRB/DVR (3801) Air Force AFAFC/SAAC

b. Bank Wide Transfer to Federal Reserve Bank of New York:
Federal Reserve Bank of New York
Foreign Accounts Control Staff
33 Liberty Street
New York, New York 10045

c. Check mailing address to SAAC:
AFAFC/SAAC
Lowry AFB
Denver, Colorado 80279

FIGURE /-111-3. Supplementary Financial Terms and Conditions
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4. To authorize payments of initial deposits required on LUAs or amounts due
and payable on FMS billing statements from funds available under loan
agreements, the Borrower will submit a letter of request for each advance of
loan funds addressed to the Secretary, Federal Financing Bank, c/o U.S.
Department of the Treasury, Washington D.C. 20220. Each request to the
Federal Financing Bank for an advance will be forwarded to the Defense
Security Assistance - Agency, DSAA-COMPT-FR&CPD, Pentagon, Room 4B659,
Washington, D.C. 20301, with a Jletter requesting DSAA approval. Letter
formats and specific instructions for processing loan advance request are
included 1in applicable provisions of each loan agreement. Questions
pertaining to status of loans and associated balances should be directed to
the above DSAA address.

5. If full payment is not received by SAAC by the prescribed due date,
interest shall be charged as outlined in General Conditions, Paragraph B.3.g.
of Annex A to the LOA. The principal of the arrearage will be computed as the
excess of cumulative financial requirements over cumulative collections (cash
and loan) shown in the FMS Billing Statement after the payment due date.

6. The initial deposit of $ required to accompany this LOA is an
integral part of the Purchaser's acceptance. If the advance payment is made
from loan funds, the Credit Programs Division, DSAA, will submit payments to
the SAAC in accordance with Borrower requests for loan advances described
above.

7. The payment schedule provided below is for planning purposes. The SAAC
shall request Purchaser payment in accord with the payment schedule, unless
DoD costs (including 90-day foreecasted requirements) exceed the amounts
required by the payment schedule. Should this occur, DoD would be unable to
comply with the advance payment requirement of the Arms Export Control Act and
the U.S. will use its best efforts to provide a revised payment schedule (DD
Form 1513-2) at least 45 days prior to the next payment due date. The
Purchaser is required to make payments in accordance with quarterly billings
(DD Form 645) issued by the SAAC regardless of the existing payment schedule.

8. It is understood that the values 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 U.S. Government. When final deliveries are made
and all known costs are billed and collected, the SAAC will provide a "Final
Statement of Account" which will summarize total final costs of this
agreement. Should the final total costs be less than the funds collected,
such excess funds will be available for payment of unpaid billings for other
agreements. If there are no such unpaid billings, excess funds will be
disposed of as agreed upon between the Purchaser and the Comptroller, DSAA.

9. To assist the Purchaser in developing fiscal plans and annual budgets,
the U.S. Government provides its best estimate of anticipated costs of this
agreement in the following estimated payment schedule:

ESTIMATED PAYMENT SCHEDULE

PAYMENT DATE QUARTERLY CUMULATIVE

Initial Deposit:

FIGURE 7-1I1I-3. (Continued)
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TYPE OF SOURCE OF
ASSISTANCE SUPPLY
TYPE OF SALE CODE CODE AVAILABILITY TERM(S) OF SALE INITIAL DEPOSIT
1. Article(s) sold only from 3 S, €, R* Anytime Cash with Acceptance  100% of total estimated cost
stock, Secs. 21(b)/29
2. Article(s) sold only par- 3 S, E, R* Anytime Cash Prior to Delivery 100% of “S", “E" and “R" coded
tially from stock, article(s)
Secs. 21(b)/29
3. Service(s) sold only from 3 S To be performed in a Cash with Acceptance 100X of total estimated cost
stock, Secs. 21(b})/29 perfod requiring 100%
initial deposit
4, Service(s) sold only from 3 S To be performed in a Cash Prior to Delivery As shown in the Financial Annex
stock, Secs. 21(b)/29 period not requiring
100% initial deposit
5. Service(s) sold partfally 3 S a2, To be performed in Cash with Acceptance 100% of “S% coded services
from stock, Secs. 21(b)/29 a period requiring
100X initial deposit
b. To be performed in Cash Prior to Delivery As shown in the Financial Annex
a period not requir-
ing 100X initial
deposit
6. Article(s)/service(s) sold 5 P To be delivered/per- Cash with Acceptance 100% of total estimated costs

* Contractor rebuild/repair modificatfon must be coded *P*

only from procurement,
Secs. 22(a)/29

-formed in a period

requiring 100X initfal
deposit
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TYPE OF SOURCE OF

- ASSISTANCE SUPPLY .
TYPE OF SALE CODE CODE AVAILABILITY TERM{S) OF SALE INITIAL DEPOSIT
7. Article(s)/service(s) sold 5 [4 To be delivered/per- Dependable Undertaking As shown in the Financial Annex
only from procurement, formed over a period
Secs. 22(a)/29 not requiring 100%
. fnftfal deposit
;i 8. Article(s)/service(s) sold 5 [4 a. To be delivered/ Cash with Acceptance 100X of *P" coded article(s)/
o0 partially from procurement, performed in a service(s)
F:; Secs. 22(a)/29 period requiring
100% initial
~J deposit _
1
—y b. To be delivered/ Dependable Undertaking As shown fn the Financial Annex
:: performed in a
' period requiring
—] initial deposit of
. less than 100%
— 9. Mixed stock and procure- 4 X Not predetermined Dependable Undertaking/ As shown {n the Financial Annex
ol ment or source not pre- Cash Prior to Delivery
O determined, Secs. 21(b)/
=] 22(a)/29 :
o+ . .
;;‘ 10. Article(s) and/or 6 As Required Anytime Payment on Delivery None
= service(s) sold from
) stock, Secs. 21(b) and
=1 first sentence of 21(d)**
S
11. Article(s) and/or 7 As Required Anytime Payment 120 days after None
service(s) sold from Delivery

procurement, Sec. 22(b)***

** Requires approval of Director, DSAA.
w** Requires approval of the President.
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TYPE OF SOURCE OF

ASSISTANCE SUPPLY
TYPE OF SALE CODE COOE AVAILABILITY TERM(S) OF SALE INITIAL DEPOSIT
12. Articlefs) and/or 8 As Required Anytime Payment 120 Days After None — -
service(s) sold from Delivery
stock, final sentence of
Sec. 21(d)***
13. FHSOII. 0o0I 2000.8 u [4 N/A Cash with Acceptance, S/17th of estimated cost plus
] . balance as 100% of Administrative charges
biTTed.
14. FMSO II, 0oDI 2000.8 v P N/A Cash Prior to Delfvery As shown in the Financial Annex
Dependable Undertaking
15. Any, Sec. 23 or 24 4 As required N/A Loan agreement with As shown in the Financial Annex

16. Combination of above
resylting in more than
one term of sale

17. Federal Republic of
Germany

*** Qequires approval of the President.

Dated .
( Tine items)

(Show two or more
terms as appropriate)

The DoD will draw re-
quired payments from
the FRG's US Treasury
Deposit Account as
specified in the
monthly statement of
fund requirements in
accordance with DoDI
2110.132

As shown in the Finmancial Annex
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TABLE 7-111-2 '
FOREIGN COUNTRIES AND INTERNATIONAL ORGANIZATIONS AUTHORIZED
DIRECT ARRANGEMENTS FOR DEPENDABLE UNDERTAKING

COUNTRIES
Africa Near East and South Asia
Botswana Morocco Bahrain Pakistan
Cameroon Nigeria Bangladesh Oman -
Kenya Sudan Egypt Qatar
Liberia Tunisia India- Saudi Arabia
Israel The United Arab .
Europe , Jordan _ Emirates
_ Kuwait ~ Yemen Arab
Austria Malta - Lebanon Republic
Belgium Netherlands Nepal . '
Denmark Norway '
France Portugal Western Hemisphere
Germany (Fed. Spain . o
Rep. of) Sweden Argentina ~ Haiti
Greece - Switzerland Behamas Honduras
Iceland Turkey Barbados Jamaica ,
Ireland United Kingdom Brazil Mexico ‘
Italy Yugoslavia Canada Panama
Luxembourg Colombia Peru
Costa Rica St. Lucia
Far East , Dominica St. Vincent
Dominican Republic Surinam
Australia New Zealand Ecuador - Trinidad and
Brunei Philippines E1 Salvador Tobago
Indonesia Singapore Guatemala Uruguay -
Japan Taiwan Venezuela
Korea Thailand :
Malaysia :
International Organizations
NATO (North Atlantic Treaty Organi-
zation and its.agencies) :
TABLE 7-11T-2. Foreign Countries and International Organizations Authorized -
' Direct Arrangements for Dependable Undertaking. ‘
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SECTION IV - CONGRESSIONAL SECTION 36{(b) NOTIFICATIONS AND
SECTION 133b REPORTS OF FOREIGN MILITARY SALES

A. PURPOSE. The purpose of this section is to provide DoD components with
the procedures to be followed during the processing of a Letter of Offer and
Acceptance (LOA) - DD Form 1513 - when that LOA meets or exceeds the thresh-
olds established for Congressional notification in the Arms Export Control Act
(AECA) and Congressional reporting in title 10, United States Code (USC).

This section enumerates the requirements of the AECA, Section 36(b), and the
UsC, title 10, Section 133b under which Congressional notifications and
reports must be submitted; defines the criteria, responsibilities, and proce-
dures established for the submission of these Congressional notifications and
reports; and prescribes the data elements, format (to include classification),
and procedures for the submission of information to the Defense Security
Assistance Agency (DSAA) required for Congressional notifications and reports.

B.  STATUTORY PROVISIONS, EXECUTIVE REQUIREMENTS, AND EXCEPTIONS.

1.  Statutory Provisions. Provisions of the AECA and the USC, title 10
require the following submissions to Ccngress:

a. Governmental Military Export (Section 36(b)) Notification.

(1) Section 36(b) of the AECA requires that, in the case of
any LOA to sell any defense articles or services under the Act for $50,000,000
or more, any design and construction services for $200,000,000 or more, or any
major defense equipment (MDE) for $14,000,000 or more, before such an LOUA is
issued, a numbered certification must be submitted to the Congress indicating
(a) the foreign country or international organization to which the defense
article or service is to be offered for sale, (b) the dollar amount of the
offer to sell and the number of defense articles to be offered, (c) a descrip-
tion of the defense article or service to be offered, and (d) the United
States Armed Forces or other agency of the United States which is to make the
offer to sell or, in the case of a sale of design and construction services,
the following must be shown: (a) the purchaser, (b) the U.S. Government
department or agency responsibie for implementing the sale, (c) an estimate of
the dollar amount of the sale, and (d) a general description of the real
property facilities to be constructed pursuant to such sale. In either type
of submission, the certification must contain a description of any contribu-
tion, gift, commission, or fee paid or offered or agreed to be paid in order
to solicit, promote, or otherwise to secure such LOA, including (a) the name
of the person who made or will make such payment, contribution, gift, commis-
sion, or fee; (b) the name of any sales agent or other person who is to
receive or has received such payment, contribution, gift, commission, or fee;
(c) the date and amount of such payment, contribution, gift, commission, or
fee; (d) a description of the sale in connection with which such payment,
contribution, gift, commission, or fee was or will be paid; and (e) the
identification of any business information considered confidential by the
person submitting it which is included in the report. Such numbered certi-
fications shall also contain an item, classified if necessary, identifying the
sensitivity of technology contained in the defense articles defense services,
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or design and construction services proposed to be sold. The AECA, Section
36(b), paragraph (4) requires that each certification cite any quarter]y
report under Section 28 of the Act which listed a Price and Availability (P&A)
estimate or a request for LOA, which was a basis for the proposed sale. The
FAA, Section 620C(d), requires a special certification for notifications of
proposed sales to either Greece or Turkey.

'(2) The AECA, Section 36(b) states that the LOA shall not be
jssued to the North Atlantic Treaty Organization (NATO), any NATO menber
country, Japan, Australia, or New Zealand, if the Congress, within 15 calendar
days after receiving such certification, or to any other country or organiza-
tion, if the Congress within 30 calendar days after receiving such certifica-
tion, adopts a concurrent resolution stating that it objects to the proposed
sale, unless the President states 1in his certification that an emergency
exists which requires such sale in. the national security interests of the
United States. If the President states in his certification that an emergency
exists he shall set forth in the certification a detailed justification for
his determination, including a description of the emergency circumstances
which necessitate the immediate issuance of the LOA and a discussion of the
national security interests involved.

(3) In addition, the President shall, upon the request of the
Committee on Foreign Relations of the Senate or the Committee on Foreign
Affairs of the House of Representatives, transmit promptly to both such
committees a statement setting forth: .-

(a) A detailed description of the defense articles,
defense services, or design and construction services to be offered, including
a brief description of the capabilities of any defense article to be offered;

(b) An estimate of the number of officers and employees
of the United States Government and of United States civilian contract person-
nel expected to be needed in such country to carry out the proposed sale;

(c) The name of each contractor éxpected to provide the
defense articles, defense services, or design and construction services
proposed to be sold (if known on the date of transmittal of such statement);

- (d) An evaluation, prepared by the Director of the Arms
Control and Disarmament Agency in consultation with the Secretary of State and
the Secretary of Defense, of the manner, if any, in which the proposed sale
would:

}—

. Contribute to an arms race;

' 2. Increase the possibility of an outbreak or
escalation of conflict;

e

. Prejudice the negotiation of any arms controls;
or

. Adverse]y.affect the arms control policy of the
United States; '
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(e) The reasons why the foreign country or international
organization to which the sale is proposed to be made needs the defense
articles, defense services, or design and construction services which are the
subject of such sale and a description of how such country or organization
intends to use such defense articles, defense services, or design and con-
struction services;

(f) An analysis by the President of the impact of the
proposed sale on the military stocks and the military preparedness of the
United States;

(g) The reasons why the proposed sale is in the national
interest of the Unijted States;

(h) An analysis by the President of the impact of the
proposed sale on the military capabilities of the foreign country or inter-
national organization to which such sale would be made;

(1) An analysis by the President of how the proposed sale
would affect the relative military strengths of countries in the region to
which the defense articles, defense services, or design and construction
services which are the subject of such sale would be delivered and whether
other countries in the region have comparable kinds and amounts of defense
articles, defense services, or design and construction services;

(j) An estimate of the levels of trained personnel and
maintenance facilities of the foreign country or international organization to
which the sale would be made which are needed and available to utilize effec-
tively the defense articles, defense services, or design and construction
services proposed to be sold;

(k) An analysis of the extent to which comparable kinds
and amounts of defense articles, defense services, or design and construction
services are available from other countries;

(1) An analysis of the impact of the proposed sale on
United States relations with the countries in the region to which the defense
articles, defense services, or design and construction services which are the
subject of such sale would be delivered;

(m) A detailed description of any agreement proposed to
be entered into by the United States for the purchase or acquisition by the
United States of defense articles, defense services, or design and construc-
tion services or defense equipment, or other articles, services, or equipment
of the foreign country or international organization in connection with, or as
consideration for, such LOA, including an analysis of the impact of such
proposed agreement upon United States business concerns which might otherwise
have provided such articles, services, or equipment to the United States, an
estimate of the costs to be incurred by the United States in connection with
such agreement compared with costs which would otherwise have been incurred,
an estimate of the economic impact and unemployment which would result from
entering into such proposed agreement, and an analysis of whether such costs
and such domestic economic impact justify entering into such proposed agree-
ment;
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(n) The projected de11very dates of the defense articles,
defense serv1ces. or design and construction services to be offered;

(o) A detailed description of weapons and levels of muni-
tions that may be required as support for the proposed sale; and

(p) An analysis of the relationship of the proposed sale
to projected procurements of the same item.

b. Impact on Current Readiness (Section 133b) Report.

(1) The USC, title 10, Section 133b has replaced the Congres-
sional reporting requirement specified in former. Section 813 of the DoD
Appropriation Authorization Act, 1976.

(2) The USC, title 10, Section 133b requires that, for any LOA
to sell or any proposal to transfer defense articles which are valued at
$50,000,000 or more from the United States active military forces' inventories
or from current production, a report shall be submitted to the Congress
setting forth: :

(a) The impact of such sales or transfers on the current
readiness of United States forces;

(b) The adequaéy of reimbursements to cover, at the time
of replenishment of United States inventories, the full rep]acement costs of
those items sold or transferred; and

- (c) For each article to be sold (i) the initial issue
quantity requirement for United States forces for that article, (ii) the
percentage of such requirement already delivered to such forces or contracted
for at the time of the report, (iii) the timetable for meeting such require-
ment absent the proposed sale, and (iv) the timetable for meeting such re-
quirement if the sale is approved.

2. Executive Requirements.

a. Preparation and Submission of Notifications and Reports. Under
Executive Order 11958, the Secretary of Defense is delegated the responsibil-
ity of 1mp1ement1ng Section 36(b) of the AECA in consultation with the Secre-
tary of State. ‘The DSAA is responsible for preparing and submitting the
Congressional notifications under the AECA, Section 36(b) and reports under
UsC, title 10, Section 133b. To minimize delays in processing such notifica-
tions, cons1stent with the legislative and other requirements, the procedures
in this sect1on are placed in effect.

b. Advance Section 36(b) Notification. In.order to provide
Congress with sufficient time to review the proposed sale dbout to be notified
under Section 36(b), DSAA has agreed to provide Congress  with advance noti-
fication of such offer at least 20 days prior to the submission of the stat-
utory notification. Offers to NATO, any -NATO member country, Japan,
Australia, and New Zealand are exempt from the advance not1f1cat1on agreement.

c. Sensitivity of Technology.
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(1) The AECA, Section 36(b), as amended by Section 20(b) of
the International Security Assistance Act of 1979, requires a Sensitivity of
Technology Statement concerning the extent to which the items to be included
in the proposed sale contain sensitive technology or classified information.

(2) For purposes of this requirement, the term "sensitivity of
technology" will be construed to mean the extent to which the unauthorized
disclosure or diversion of any equipment, technical data, training, services,
or documentation required to be conveyed in connection with the proposed sale
could be detrimental to the national security interests of the United States.
The evaluation will address not only sensitive technological information
contained in equipment components or technical documentation related to the
sale, whether classified or not, but also restricted information contained in
classified components or classified documentation required to be released in
connection with the sale.

(3) It should be noted that the evaluation of sensitivity is
to be made solely with reference to unauthorized disciosure or diversion of
the defense equipment, technical data, training, services, and documentation
to be provided and need not address either the risk of such unauthorized
disclosure or diversion (covered by National Disclosure Policy procedures and
Under Secretary of Defense Research & Engineering review) or the foreign
policy implications of authorized use by the proposed recipient (covered by
Arms Export Control Board (AECB) procedures).

(4) Whenever the transfer of sensitive technological infor-
mation is involved, the equipment components, types of documentation, or
technical data containing the sensitive information are to be identified, and
the reasons for considering them as sensitive information must be provided.
Whenever the transfer of classified defense equipment of classified documenta-
tion is required, the classified components or types of documentation contain-
ing the classified information must be identified and the reasons for the
classification are to be provided.

(5) The DSAA will forward the required Sensitivity of Tech-
nology Statement by a separate classified annex since the public disclosure of
such information could adversely affect the foreign and defense policy inter-
ests of the United States.

d. Congressional Objection to a Proposed Sale. When signing H.R.
13680, 94th Congress (P.L. 94-329, 30 June 19/6), the International Security
Assistance and Arms Export Control Act of 1976, the President, based upon
constitutional grounds, reserved the right to proceed with a sale notwith-
standing the adoption of a concurrent resolution of objection by Congress.

3. Exceptions.

a. Impact on Current Readiness (Section 133b) Report Exceptions.
No Section 133b report is required 1f a proposed foreign military sale of
defense articles valued at $50,000,000 or more is to be taken from other than
a regular military component (active forces) inventories, nor is such report
made if such sale is to be executed through a U.S. Government procurement
contract and no concurrent procurement for the U.S. Government's own
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requirements is expected to be underway at the time the LOA is accepted by the
purchaser.

b, Price and Availability (P&A)/Planning and Review (P&R). No
Section 36(b) mnotification is required for the provision to a prospective
purchaser of separately stated P& or P&R data even though applicable noti-
fication thresholds are met or exceeded. However, P&A data meeting threshold
requirements which are later transferred to a DD Form 1513 must be notified to
the Congress under Section 36(b) procedures before the LOA containing such P&A
data may be provided to the prospective purchaser.

C. CRITERIA AND RESPONSIBILITIES FOR CONGRESSIONAL SUBMISSIONS.

1. Processing Letters of Offer for $50 Million or More or for Major

Defense Equipment (MDE) of $14 Million or More, or for Design and Construction

Services for $200,000,000 or More.

a. In compliance with the AECA, Section 36(b), Congress must be
provided with a notification of all "Letters of Offer" to sell any defense
articles or services for $50 million or more, any MDE of $14 million or more,
or for design and construction services for $200,000,000 or more, before such
LOA is issued. The Defense Security Assistance Agency has been designated to
submit this notification to the Congress.

b. The 0SD General Counsel has determined that the term "Letter of
Offer" used in the AECA pertains to any proposed sale of defense articles or
services to any foreign government or entity, whether or not the initial
document (or set of documents) to be used to consummate the sale is a DD Form
1513 “Letter of Offer and Acceptance,” 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 executed to conclude the final details of the agreement
unless an exception is authorized by the Director, DSAA. If there is a
conflict between the terms of the agreement and the DD Form 1513, the agree-
ment shall provide that the DD Form 1513 will govern.

¢. The statutory requirement for notification, as well as the
requirement for advance notification to the Congress extend 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 following:

(1) Memorandum of Understanding for Coproduction of military
items,

(2) Cooperative Research and Development Agreements, and

(3) Providing specific items or services under any existing
general agreements, such as the Engineering Assistance Agreement entered into
between the Army Corps of Engineers and the Saudi Arabian Government in 1965.

d. The AECA, Section 36(b), notifications to the Congress are to
be made when:

(1) An LOA under preparation is expected to meet or exceed the
thresholds;
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(2) A Letter of Intent (LOI), meeting or exceeding the thresh-
olds, is authorized to be accepted by a DoD component; or

(3) An LOA amendment is prepared adding $50 million or more to
an existing FMS case unless such amendment results solely from identifiable
inflationary cost increases, and to any amendment adding MDE valued at $14
million or more. These provisions also apply to any amendment which would
increase the value of an existing case from under $50 million to a value of
$50 million or more, and any amendment which would increase the value of MDE
in an existing case from under $14 million to a value of $14 million or more.
New LOAs will be processed to cover the new requirements unless such amend-
ments are absolutely necessary and justified, in writing, to the Director,
DSAA. :

e. The following are examples of MDE FMS cases that must be
notified under Section 36(b):

(1) An FMS case for a single line item of MDE totalling $14
million or more.

(2) An FMS case for two or more line items of MDE totalling
$14 million or more.

(3) An amendment to an FMS case for additional units of MDE if
that portion of the amendment totals $14 million or more.

f. MDE FMS cases that do not require notification under Section
36(b) are:

(1) An FMS case for one line item of MDE totalling less than
$14 million. The case does not contain any other MDE; however, other defense
items are included which bring the total case value to more than $14 million
but less than $50 million.

(2) An FMS case for one line item of MDE totalling less than
$14 million. The case does not contain any other MDE; however, spare parts,
publications, and training associated with the MDE are included which bring
the total case value to more than $14 million but less than $50 million.

g. The following special considerations apply to Foreign Military
Sales Order (FMSO) cases:

(1) An amendment to an LOA for a FMSO I transaction, the
result of which brings the total case value of that LOA and related amendments
to $50 million or more, does not require prior Section 36(b) notification to
the Congress.

(2) A FMSO 1 transaction for $50 million or more, or an
amendment to a FMSO I transaction which adds $50 million or more to the
previous case total, or a LOA for a FMSO II transaction for $50 million or
more does require prior Section 36(b) notification to the Congress.

h. The above exception to Section 36(b) notification of FMSO I
amendments is based on the following:
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(lf FMSO I cases must be amended each year to adJnst the
dollar values based on requisition act1v1t1es and new LOAs for this purpose
are not practicable, and

(z) FMSO I cases reflect customer equity in the U S. supply
system and defense articles upon which these cases are based are not shipped
to the country, but are drawn down against a corresponding FMSO II LOA.

z. Issuing Letters of Offer for $50 Million or More or for MDE of $14
Mi]11on or More.

a. The AECA provides that the LOA shall not be issued if Congress,
within 30 calendar days (15 calendar days for NATO, NATO member nations,
Japan, Australia, or New Zealand) after receiving the notification, adopts a
concurrent resolution stating that it objects to the proposed sale, unless the
‘President, in his notification to Congress, had certified that an emergency
exists which requires such sale in the national security interests of the
United States.

b. If Congress adopts a concurrent resolution objecting to a
proposed sale, the Director, DSAA will promptly notify the applicable DoD
component of that fact, seek the guidance of the President as to the course of
action which should be taken, and advise the cognizant DoD component of the
action to be taken (see paragraph B.2.d. above).

3. Additional Required Congressional Submission Relating to Letters of
Offer for $50 Million or More. In compliance with the USC, title 10, Section
133b, the Secretary of Defense is required to submit a report to the Congress
when there is a LOA to sell or a proposal to transfer defense articles that
are valued at $50 million or more from the inventories of a regular component
of the armed forces or from current production.

D. - PROCEDURES.

1. Categories of Purchasers.
a. The AECA makes a distinction between exempted purchasers (i.e.,
NATO, NATO countries, Japan, Australia, and New Zealand) and non-exempted
purchasers (a1l others)..
b.  For exempted purchasers:
(1) ‘Advance notification is not required

(2) The wa1t1ng period after statutory notification is 15
days.

2. State and Defense Relationship, Staffing Agreement. and Timing.

a. Prior to any advance or statutory notification to  Congress
under the AECA, Section 36(b), the DSAA must receive clearance from the
Department of State for that notification.
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b. Representatives of the State and Defense Departments have
agreed that State policy deliberations, intra-agency coordination, and sub-
mission for Presidential approval (if required) and Defense preparation of the
Section 36(b) notice, Section 133b report, and the LOA all aim toward the
common objective of completing these actions within 60 days after receipt of
the prospective purchaser's complete request. The procedures established in
this section are designed to meet these objectives.

¢. Under normal circumstances the milestones indicated in Figures
7-1V-1 and 7-1V-2 should be met by all functional areas involved in the pro-
cessing of Section 36(b) notifications and LOAs.

3. Submission of Supporting Data.

a. Concurrent with LOA or LOI preparation the cognizant DoD com-
ponent must submit the supporting data required for Congressional notification
to the DSAA/Comptroller-Foreign Military Sales Division (DSAA/Compt-FMSCD). A
Letter of Request (LOR) card (one card) will be attached to each initial
~ submission of supporting data. If the LOR case information has not been
previously entered into the 1200 system, DSAA will make the entry. Supporting
data are to be submitted, using the prescribed formats, within ten days of
notification by the DSAA (either written or oral) for significant combat
equipment or within ten days of the receipt for nonsignificant combat equip-
ment request from the purchaser. This submission is to include a statement as
to whether nor not a Section 133b report will be required to be sent to the
Congress.

b. Appropriate steps will be taken by the DoD components to obtain
field inputs as necessary to meet the ten day objective. Additionally, cost
estimates will include separate identification of the estimated dollar value
and specific items of the MDE portion of the proposed sale. Should it be
impractical to meet the ten day deadline, approval for extension must be
sought from Chief, FMS Control Division, DSAA.

Cc. Requests from exempted prospective purchasers require the sub-
mission of supporting data for statutory Congressional notification specified
in Table 7-IV-2 (Military Justification), Table 7-IV-3 (Statutory Notifica-
tion), one copy of the unsigned LOA (without financial analysis or termination
1iability worksheets), DSAA 1200 system LOR and ("card one"), and, as_ re-
quired, Table 7-IV-4 (Sensitivity of Technology) and Table 7-IV-5 (Impact on
Current Readiness Report).

d. Requests from non-exempted prospective purchasers require the
submission of supporting data for advance Congressional notification specified
in Table 7-1V-1 (Advance Notification), Table 7-IV-2 (Military Justification),
DSAA 1200 system LOR and (“card one"), and, as required, Table 7-1V-4 (Sensi-
tivity of Technology).

e. To the extent possible for non-exempted prospective purchaser
requests, the submission should also include the supporting data required to
meet the statutory notification requirement as specified in Table 7-IV-3 and
one copy of the unsigned LOA (without financial analysis or termination
1iability worksheets). If these data can be provided during the initial
submission, and no Section 133b report is required, no further data are needed
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in order for personnel of the FMS Control Division to process the advance and
statutory Section 36(b) notifications.

f. To the extent that it is not possible for the DoD component to
provide statutory notification Table 7-IV-3 data with the initial submission,
these data along with data in support of Section 133b reporting requirement
(Table 7-1V-5), if appropriate, and one copy of the unsigned LOA (without
financial analysis or termination 1iability worksheets) will be forwarded to
DSAA/Compt-FMSCD as early as possible but no later than ten days after the
start of the 20 day advance notification period so that the follow-on statuto-
ry notification will not be delayed. Should it be impractical to meet the ten
day deadline, approval for extension must be sought from Chief, FMS Control
Division, DSAA.

g. As the process evolves, the cognizant DoD component will be
informed via message of each Congressional notification and provided with a
copy of the letters which transmit the advance and. statutory Section 36(b)
notifications to the Congress.

: h. Following completion of the 20 day advance notification period
and after State clearance, the Director, DSAA, will provide the statutory
Section 36(b) notification of the proposed sale to the Congress. At this
time, and after receiving express authority from the Comptroller, DSAA, and
coordination with DSAA Operations, the cognizant DoD component will furnish a
copy of the unsigned LOA to the purchaser as an enclosure to a transmittal
letter in the format of Table 7-IV-6 (Transmittal Letter for the Unsigned
LOA). If Congress adopts a concurrent resolution objecting to a proposed
sale, the Director, DSAA will promptly notify the applicable DoD component of
that fact, seek the guidance of the President as to the course of action which
should be taken, and advise the cognizant DoD component of the action to be
taken.

i.  DoD components will submit signed LOAs to the DSAA/Compt-FMSCD,
Countersignature Branch no later than five working days prior to completion of
the statutory 15 or 30 day Congressional review period. Unless there are
appropriate reasons to do otherwise, the expiration date assigned by the DoD
components will allow for normal country review periods beyond the final date
of the Congressional review. When the signed LOA is submitted to the DSAA it
will include in Block 11 under "DSAA Accounting Activity" the identifying DSAA
Transmittal Number used for the statutory Congressional notification ?e.g.,
80-15). This number will be shown on the message sent to the DoD component
advising of the dispatch of the statutory notification.

j. Cases for $7 million or more must be submitted to the Counter-
signature Branch with a termination 1iability worksheet -- except for FMSO I
and II cases, spare parts requisition cases, training cases, equipment and
services cases where the source is DoD inventories, or programs for which
termination liability requirements have been waived pursuant to DoD 7290.3-M.

k: Upon the expiration of the statutory 15 or 30 day waiting
period the Comptroller, DSAA, will, if Congress has not adopted a concurrent
resolution objecting to the proposed sale, countersign the LOA and return the
original to the cognizant DoD component and forward a copy to SAAC. Upon
receipt of the DSAA countersigned LOA, the cognizant DoD component may forward
the original signed LOA to the prospective purchaser.
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E.  CLASSIFICATION.

1. Advance Section 36(b) Notifications. A1l data, information, and
advance Congressional notifications of proposed sales to all prospective
purchasers will be treated as, and marked "SECRET" or "CONFIDENTIAL" until the
statutory notification is provided to the Congress. The following classifica-
tion guidelines apply to all inputs of supporting data required for advance
notifications by the Foreign Military Sales Control Division:

a. If none of the data presented is classified, the documents will
be stamped "SECRET" or "CONFIDENTIAL" on the top and bottom of each page, all
paragraphs will be preceded by "(U)," and the following marking will be shown
on the bottom of the first page of each submittal:

“CLASSIFIED BY SAMM (DOD 5105.38-M) (CHAPTER 7, SECTION IV)
DECLASSIFY ON STATUTORY NOTIFICATION TO
CONGRESS UNLESS REQUIRED OTHERWISE
BY COMPETENT AUTHORITY."

b. If any of the data presented is classified, the documents will
be stamped with the required level of classification on the top and bottom of
each page, each classified paragraph will be marked with the required classi-
fication, and the appropriate "classified by" and "declassify on" data are to
be entered on the bottom of the first page of each submittal. The marking
indicated in paragraph l.a. above will not be used on these submittals.

2. Statutory Section 36(b) Notifications. As specified in the AECA,
Section 36(b), each statutory notification provided to the Congress is to be
unclassified except that the dollar amount and quantity of the offer and
details of the description of the defense articles or services offered may be
classified. Furthermore, the justification may also be classified. However,
if any of the items are to be classified, the rationale must be provided,
fully justified, and the justification attached to the statutory notification
data submission (Table 7-IV-3). Supporting data inputs pertaining to statuto-
ry notifications will be submitted to DSAA/Compt-FMSCD in accordance with the
following classification guidelines:

a. If none of the data presented is classified, the procedures
indicated in paragraph 1l.a. above are to be followed.

b. If any of the data presented is classified, the procedures
indicated in paragraph 1.b. above are to be followed.

3. Sensitivity of Techno]o%y Statements. Classification guidance
indicated in paragraph 1.a. or 1.b. above 1s to be followed in submitting
Sensitivity of Technology statement supporting data to the DSAA/Compt-FMSCD.

4. Impact on Current Readiness Section 133b Reports. Classification
guidance 1indicated in paragraph [.a. or 1I.b. above is to be followed in
submitting the USC, title 10, Section 133b, supporting data to the DSAA/
Compt-FMSCD.
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TABLE 7-IV-1
ADVANCE NOTIFICATION DATA
(CLASSIFICATION)

MEMORANDUM FOR (or LETTER TO) THE COMPTROLLER, DSAA (ATTENTION: FMSCD)
SUBJECT: Data for a Possible Advance Section 36(b) Notification (U)

1.  (U) The following supporting data are provided in accordance with
Chapter 7, Security Assistance Management Manual:

a. (*) Prospective purchaser:

b. (*) Description and quantity or quantities of all articles
and/or services under consideration for purchase (to include all MDE and
non-MDE items, segregating the MDE items and indicating the MDE value):

c. (*) Estimated dollar value of this case (to include all costs
associated with this proposed sale e.g., packing, crating, handling, transpor-
tation, administrative changes, etc.):

d. (*) Description of total program of which this case is a part
(including any associated weapons, training, construction, logistical support,
or other direct supply implications not included in the case itself):

e. (*) Estimated value of total program of which this case is a
part (including the estimated number and dollar value of any increments and
the duration of the total program, if it is a multi-year project):

f. (*) Prior related cases, if any (including case designators,
descr1pt1ons values, acceptance dates, etc.): _

g. (*) DoD component:

~h. (*) Estimated date LOA will be ready for statutory notifica-
tion to Congress:

i.  (*) Case designator:

jo (*) A description of each payment, contribution gift, com-
mission or fee paid or offered or agreed to be paid in order to solicit,
promote or otherwise to secure such LOA. Description should include:

CLASSIFIED BY: (Sée DoD 5105.38-M, Chapter 7, Section IV.)
(CLASSIFICATION)

TABLE 7-IV-T, Adﬁance Notification Data.
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(CLASSIFICATION)

(1) Name of person who made such a payment, contribution,
gift, commission, or fee:

(2) The name of any sales agent or other person to whom such
payment, contribution, gift, commission, or fee was paid:

(3) The date and amount of such payment, contribution, gift,
commission, or fee: A

(4) A description of the sale in connection with which such -
payment, contribution, gift, commission, or fee was paid: :

(5) The identification of any business information considered
confidential by the person submitting the information under the AECA, Section
39 to the Secretary of State:

k. (*) Sensitivity of technology contained in the defense articles
or defense services proposed to be sold ?see Section B.2.c. of this section
for definitions, Note 1 below for entry requirements, and Table 7-1V-4 for
details of required data and format):

1. (*) Previously reported under DSAA(A) 1138 Report requ1rements7
If so, for which fiscal year quarter? _

m. (*) Third party transfer certification:

(1) Name of the proposed third party recipient of these
articles, training, or other defense services:

(2) Reason for the proposed transfer:
(3) Date on which such transfer is proposed to be made:

n. (*) Expected security classification of the case and LOA after
statutory notification (If the case and LOA will be classified, cite rationale
and attach justification.):

0. (U) Action officer's name, office, and telephone number (For
individuals located in the Washington area provide commercial number, others
are to provide AUTOVON and commercial numbers.):

2, (*) Impact on Current Readiness (Section 133b) Report will/will not
be requirﬁd. (If deemed as not required, provide rationale and attach justi-
fication.

Attachments (see Note 2 below.):

(CLASSIFICATION)

TABLE 7-IV-1. (Continued)
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(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter
7, Section IV,

NOTE: 1. Whenever a proposed sale involves no transfer of sensitive tech-
nology or classified information, the word "None" will be entered under this
heading. Whenever the transfer of sensitive technology or classified informa-
tion is involved, the words "See Attachment " will be.entered under the
heading and the data specified in Table 7-IV-4 will be attached to the sub-
mission.

NOTE 2. Attach the Military Justification (Table 7-1V-Z), a copy of the
DSAA ‘1200 system LOR card ("one card"), and if required the Sensitivity of
Technology (Table 7-IV-4), justification for security classification of the
case and LOA after statutory not1ficat10n, and the rationale why Sect1on 133b
report will not be required. If data is available and ‘Section 133b report
will be required, the data required by Table 7-IV-5 may also be attached.

TRBLE 7-1V-T. (Continued)
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TABLE 7-1V-2
MILITARY JUSTIFICATION DATA
(CLASSIFICATION)
MILITARY JUSTIFICATION (U)

(*) One-sentence paragraph identifying all defense articles and/or services
proposed for sale and the estimated total cost of the offer to be made to the
prospective purchaser.

(*) One or two-sentence paragraph describing broadly the contribution which
the sale will make toward achieving the foreign policy and national security
objectives of the United States.

(*) A short paragraph on foreign policy and military developments in the
region affecting the sale, whether comparable weapons exist in the region, and
the effect of the sale on the regional military balance.

(*) A short paragraph describing why the prospective purchaser needs the
articles and how it intends to use them. This paragraph is to address the
ability of the prospective purchaser to absorb the articles and the effect of
the sale on the prospective purchaser's military capabilities. If the sale
was due in part to the results of a U.S. survey, this is to be brought out in
this paragraph.

(*) Identification and location of the prime contractor or principal contrac-
tor, if not applicable, provide rationale.

(*) Estimate of the number of additional U.S. Government personnel and U.S.
contractor representatives required in the territory of the prospective
purchaser to implement the proposed sale and the length of time during which
they will be needed.

(*) Any impact on U.S. defense readiness which would result from the proposed
sale.

CLASSIFIED BY: (See DoD 5105.38-M, Chapter 7, Section IV.)
(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter
7, Section IV,

NOTE: The above outline is a guide for preparing the typical justification.
It need not be foliowed rigidly when variations will produce a clearer presen-
tation; however, each aspect listed is to be considered and addressed.

TABLE 7-1IV-2. Military Justification Data.
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TABLE 7-1V-3
STATUTORY NOTIFICATION DATA
(CLASSIFICATION)
MEMORANDUM FOR (or LETTER TO) THE COMPTROLLER, DSAA (Attention: FMSCD)
SUBJECT: Data for a Possible Statutory Section 36(b) Notificatioh (V)

1. (U) The following supporting data are provided in accordance with
Chapter 7, DoD 5105.38-M:

a. (*) Prospective purchaser;
b. (*) DoD component;
¢c. (*) Case designator;

d. (*) Total dollar value (amount to be the same as that entered
in block 26 of the DD Form 1513);

e. (*) Description and quantity or quantities of all articles
and/or services under consideration for purchase (to include all MDE and
non-MDE items, segregating the MDE items and indicating the MDE value);

f. (*) Expected security classification of the sale after statu-
tory notification (If the sale is to be classified, cite rationale and attach
justification.);

g. (*) Sales commission, fee, etc. paid, offered, or agreed to be
paid (See Note 1);

h. (*) The impact of such sales or transfers on the current readi-
ness of United States forces;

i.  (*) The adequacy of reimbursements to cover, at the time of
replenishment to United States' inventories, the full replacement costs of
those items sold or transferred; : :

j. (%) If reimbursements are inadequate, explain impact and justi-
fication for such disparity;

CLASSIFIED BY: (See DoD 5105.38-M, Chapter 7, Section IV.)

(CLASSIFICATION)

TABLE /-IV-3. Statutory Notification Data.
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(CLASSIFICATION)

k. - (*) Sensitivity of technology contained in the defense articles
or defense services proposed to be sold ?see Section B.2.c. of this chapter
for definitions, Note 2 below for entry requirements, and Table 7-IV-4 for
details of required data and format);

1.  (*) Previously reported under DSAA(Q) 1138 Report requirements?
If so, for which fiscal year quarter?

m. (*) Third party transfer certification;

(1) Name of the proposed third party recipient of these
articles, training or other defense services;

(2) Reason for the proposed transfer;
(3) Date on which such transfer is proposed to be made;

n. (*) Security classification of the LOA after statutory notifi-
catio? (If the LOA will be classified, cite rationale and attach justifica-
tion.);

o. (U) Action officer's name, office, and telephone number (For
individuals located in the Washington area provide commercial number, others
are to provide AUTOVON and commercial numbers.).

2. (*) Impact on Current Readiness (Section 133b) Report will/will not
be required. (If deemed as not required, provide rationale and attach justi-
fication.)(See NOTE 3 below.)

Attachments (See Note 4 below.):

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter
7, Section IV. :

NOTE: 1. Information supplied under g. shall be in the same detail as is
required to be supplied under 1.j. of Table 7-IV-1.

NOTE: 2. Whenever a proposed sale involves no transfer of sensitive tech-
nology or classified information, the word "None' will be entered under this
heading. Whenever the transfer of sensitive technology or classified informa-
tion is involved, the words "See Attachment " will be entered under the
heading and the data specified in Table 7-IV-4 will be attached to the sub-
mission if required and previously not provided.

TABLE 7-IV-3.  (Continued)
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NOTE: 3. If the advance notification data submission addressed this subject
by either providing the rationale for not reporting Section 133b data or by
submitting the data required for this report as specified in Table 7-IV-5
state: "Information has been provided." However, if the prospective purchas-
er is an exempted entity this paragraph must be comp]eted and, if requ1red
the data required in Table 7-1IV-5 attached.

NOTE: 4. If the prospective purchaser is an exempted entity attach the
Military Justification (Table 7-1V-2) a copy of DSAA 1200 system LOR card
("one card"), and if required, the Sensitivity of Technology (Table 7-IV-4)
and Section 133b report data (Table 7-IV-5). Also, if case and LOA are to be
classified per paragraph f. and/or n. above, attach the required justifi-
cation, -

TABLE 7-1V=3. (Continued)
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TABLE 7-1V-4
SENSITIVITY OF TECHNOLOGY DATA

(CLASSIFICATION)
SENSITIVITY OF TECHNOLOGY (U)

(*) A description, in as many paragraphs as required, of the sensitive as
well as classified components of any equipment, technical data, training,
services, or documentation (to include the specific classification of each)
required to be conveyed in connection with the proposed sale. The input will
address not only sensitive technological information contained in equipment
components or technical documentation contained in the sale, whether classi-
fied or not, but also restricted information contained in classified compo-
nents or classified documentation required to be released in connection with
the sale. The equipment components, types of documentation, or technical data
containing the sensitive information are to be identified and the reasons for
considering it sensitive information be provided. Whenever the transfer of
classified defense equipment or classified documentation is required, the
classified components or types of documentation containing the classified
information are to be identified and the reasons for the classification be
provided. A brief description of the anticipated consequences of this tech-
nology being lost to a technologically advanced or competent adversary is also
to be provided.

(*) As the final paragraph of the submission, one of the following sta-
tements must be included: "(C) Release of this technology is within the
classification guidelines for disclosure to (indicate country) as stipulated
in National Disclosure Policy (NDP-1)." or, "(C) An exception to National
Disclosure Policy (NDP-1) was granted for (indicate country) on (indicate
date) for the release of (indicate security classitfication level) information
pertaining to (indicate item)."

CLASSIFIED BY: (See DoD 5105.38-M, Chapter 7, Section IV.)

(CLASSIFICATION)

(*) Indicate required security classification paragraph markings per Chapter
7, Section IV.

NOTE: For explanation of terms and details see Chapter 7, paragraph B.2.c.

TABLE /-IV-4, Sensitivity of Technology Data.
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TABLE 7-1IV-5
IMPACT ON CURRENT READINESS REPORT DATA
(CLASSIFICATION)

DATA FOR POSSIBIE IMPACT ON CURRENT READINESS (Section 133b) REPORT (U)
1. (U) The following supporting data are'proVided in accordance with
Chapter 7 of the Security Assistance Management Manual:
| a. (*) Prospective purchaser:
b. (*) Selling DoD component:
‘c; (*) Type and'quantity of equipment:
| d. (*) Total estimated dollar value:

e. (*) Source of supply:

f. (*) Impact of sale of articles on current readiness of U.S.

forces:
g. (*) Adequacy of reimbursements to cover replacement cost:
h (%) |
: (1) The Initial Issue Quantity (IIQ) requirements for U.S.
forces: .

(2) Percentage of such requirement already delivered to U.S.
forces or contracted for at this time:

(3) The timetable for meeting the requirement for U.S. forces
absent this proposed sale:

(4) The timetable for meet1ng the requirement for U.S. forces
if this sale is approved:

2. (U) Action officer's name, office, and telephone number:
CLASSIFIED BY: (See DoD 5105.38-M, Chapter 7, Section IV.)
(CLASSIFICATION)

(*) Indicate required security classification paragraph mark1ngs per Chapter
7, Section IV.

TABLE 7-IV-5. Impact on Current Readiness Report Data.
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TABLE 7-1V-6
TRANSMITTAL LETTER FOR THE UNSIGNED LOA

Dear

Enclosed for consideration and analysis by your Government is an unsigned
advance copy of the "United States Department of Defense Offer and Accep-
tance," DD Form 1513, for FMS case (case designator).

- Secticn 36(b) of the Arms Export Control Act requires that notification
be given to the Congress of the United States before the Department of Defense
issues any offer to: (1) sell defense articles and services, the estimated
total costs of which are $50,000,000 or more, or (2) sell major defense
equipment, the estimated total costs of which are $14,000,000 or more.
Section 36(b) further provides that the offer to sell not be issued if the
Congress, within ( * ) calendar days after receiving such notification, adopts
a concurrent resojution stating in effect that it objects to the proposed
sale. Under the Constitution of the United States, a concurrent resolution of
the Congress does not require Presidential approval and is not subject to veto
by the President.

The Department of Defense has transmitted the required notification of -
the enclosed proposed FMS case (case designator) to the Congress on (date).
Assuming that the Congress does not object to this proposed FMS case, enclosed
DD Form 1513 will be signed and issued to your Government by the authorized
Department of Defense representative on or about (date). In the event that
the Congress should object to this proposed sale, you will be notified prompt-
ly of that fact.

Should your Government wish to accept this proposed FMS case, wait until
receipt of the signed DD Form 1513 (forwarded after the Congressional noti-
fication period is completed) and complete Blocks 23, 28, and 29 on the
original and top three copies of the signed DD Form 1513 only. Completion by
your Government of Blocks 23, 28, and 29 on the enclosed unsigned advance copy
of the DD Form 1513 will not be deemed to be valid.

Sincerely yours,

* For non-exempted purchasers enter: thirty (30)
For exempted purchasers enter: fifteen (15)

TABLE 7-1V=6. Transmittal [etter for the Unsigned LOA.
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SECTION V - CASE MANAGEMENT

A. - THE SCOPE OF CASE MANAGEMENT.

1. The Military Departments and Agencies will, according to Paragraph
70002H, DOD 7290.3-M, "assign a case manager to each active FMS case." The
FMS case manager is to be designated by the DoD Component responsible for
implementing sales agreements (DD Form 1513) and leases. -The case manager is
defined as that 1individual who 1is designated to accomplish the task of
integrating functional and inter- and intra-organizational efforts directed
toward the successful performance of a Foreign Military Sales case.

2. Cases will vary in dollar magnitude and complexity. For example, a
$2 billion sale of a major weapon system is extremely complex. A $100 million
case for off-the-shelf replacement spares is less complex. While the two are
different in complexity and dollar value, they both require emphasis and
special management attention (even a very low value case may involve many
different functional activities), and both are managed in accordance with
well-defined guidelines.

3. The case manager is the focal point for management activity on a
case. The task of the case manager is to ensure the objectives of the
assigned case are achieved while adhering to applicable laws and regulations.

4. These objectives are threefold: (1) to accomplish the case
(performance) on schedule, (2) to accomplish the case within the case value,
and (3) to close the case as planned. Successful performance is realized when
the objectives of the case are met.

5. The case manager acts as the focal point for case activities by
-coordinating and integrating organizational actions and resources assigned to
Security Assistance functions. Critical decisions involving managerial
prerogatives must be coordinated with the case manager.

6. The case manager has a role in each of the major elements of the
case: acquisition, programming, logistics and finance, and shall be involved
in every aspect of planning and executing assigned cases.

7. The case manager functions as an integrator and a generalist. There
are no definite ground rules for determining where the case manager is placed
in the organization. This must be decided by the DoD Component responsible
for the management of the case. Case management begins during P&A and LOA
preparation and should include total package concept/total package approach.
Each FMS case must be assigned a case manager no Jlater than case
imp lementation.

B.  CASE MANAGEMENT AUTHORITY, RESPONSIBILITY, ACCOUNTABILITY, AND CONTROL.

1.  The case manager should be guided by existing policies and
management directives, and case activities should be governed by these
regulatory documents. Direct communications with participating organizations
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is essential for day-to-day management; however, the case manager's final
authority is 1limited to the chain of command, which means that the case
manager must use the established lines of communication and authority.

a. Authority

An FMS case is an undertaking which requires concentrated
management effort. Such an undertaking involves complex and interdependent
organizational activities and requires that a case manager be designated as
the single focal point. The case manager should have the authority to take
actions and task inter- and intra-organizational areas relating to financial,
logistics, procurement and administration matters in the day-to-day operation
of a case. A Charter for Case Manager is at Figure 7-V-1.

b. Responsibilities

The case manager is responsible for all management aspects of
the case. Integration of the tasks to support the case objectives is the
responsibility of the case manager. Responsibilities of the case manager
include:

(1) Establish initial and long-range goals and objectives for
case execution.

(2) Prepare a case master plan.

(3) Develop a financial and logistics management plan.

(4) Approve plans of execution, scope, and schedule of work.

(5) Review and verify funding/program requirements.

(6) Integrate the program and logistics financial plan with
the execution of the case.

(7) Initiate requirements.

(8) Validate that costs are accurate and billed.

(9) Respond to requirements of counterpart managers, func-
tional activities, and other supporting agencies in the resolution of inter-
face or operating problems.

(10) Initiate, when necessary, working agreements with sup-
porting activities as appropriate.

(11) Analyze case performance in relation to required perform-
ance specifications.

(12) Maintain a complete chronological history (significant
events and decisions). '

(13) Provide status, progress and forecast reports.

(14) Develop and execute case closure plan.

(15) Ensure Defense Integrated Financial System (DIFS) and DoD
Component case records are in agreement.

(16) Ensure records are retained in accordance with DoD
7290.3-M and DoD 5105.38-M.

(17) Ensure schedules are accurate and timely.

The documents listed below reflect the type of work that the case manager

ensures are prepared and submitted. Each of the documents shall specifically
identify the case manager by name and organization:
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DD Form 2061 Case Master Plan

' Case Progress/Status/Performance Reports
DD Form 2060 Case Directives
Financial Analysis Case Closure Certificate

c. Accountability

(1) Effective case management is dependent upon the performance
and interaction of many organizations. If the performance of a supporting
activity is deficient in regard to a case, the case manager may not be able to
meet case objectives. The case manager shall initially attempt to resolve
problems with the supporting activity and if this proves unsuccessful, then
the problem shall be escalated.

‘(2) The case manager is accountable for accomplishing the case
on schedule within case value and for closing the case as planned. As a
minimum, the case manager is accountable for all documents listed below:

Case Master Plan

Financial Analysis

Case Directives

Case Progress/Status Performance Reports

d. Control

(1Y An appropriate master plan shall be developed which
separates the case into ' management components; indicates significant
activities requiring coordination; and, 1in general, establishes a
time-sequence schedule for case implementation. The plan will also specify
the participants and their assigned responsibilities. It should be prepared
by the case manager at the onset of the case and updated as required.

(2) The case master plan will be tailored by the case manager
to fit the complexity of the case. The case master plan will consist of a
case summary sheet as required by DoD 7290.3-M and other documentation deemed
appropriate to manage the case. This is one control mechanism for the case
manager to ensure events conform to the plan. Other mechanisms to be used
are:

-- Case manager doing periodic comparisons of actua] versus
programmed deliveries and associated costs.

-- Case manager updating the case master plan's program,
supply/delivery and financial schedules.

-~ Case manager facilitating the f]ow of funds from the case to
the supporting activities.

These control procedures are designed to identify and isolate problem areas.

When problems are surfaced, corrective action initiated by the case manager is
essential to avoid potential program impacts.
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(3) Changes to the LOA or the implementation plan must be
coordinated with the case manager. There may be situations whereby higher
authority may preempt the authority of the case manager, such as in the case
ocf final negotiations with FMS purchasers or diverted deliveries. The
preemptions should be promptly communicated to the case manager and potential
impacts should be documented for future reference.

C. REPORTING REQUIREMENTS

1. The case manager is responsible for keeping others informed of the
progress, status, problems and resource requirements of the case. The case
manager must use the normal channels of communications to higher authorities
and supporting activities to let them know what is needed and how the case is
progressing.

2. Existing information and reporting systems should be used to the
maximum extent possible in directing and controlling functions of case
management. For optimum control of the case, DoD Components shall determine
information needed for case maragement based on the needs of the case manager.
The case manager should consider the following among other key items essential
for the information package: logistics performance versus case
specifications, availability of funds versus planned expenditures, actual cost
of work performed versus budget cost of work performed, programmed values of
work remaining versus funds available in the case, schedule revisions, and
problems areas. A recommended listing of data elements is at Table 7-V-1.

3. The DoD Component shall ensure procedures are established with
supporting activities to provide management information in support of the
case. DoD Components should develop an internal document that allows Service
senior managers to easily review the status of a case against established
performance requirements and the LOA. The internal status document should
address the following four areas:

a. Deliveries. Are deliveries on scheduled as outlined in the LOA?

b. Pricing. Are the prices of the ordered articles and services
for each line of the case compatible with the LOA estimates (within 10%)?

c. Funding. Does the payment schedule accurately reflect financial
requirements?

d. Closure. Can the case be closed within one or two years from
supply completion date, depending on the type of case involved?

D.  THE CASE MANAGER'S ROLE IN THE ASSIGNMENT OF TASKS

1. The case manager shall have direct communication from the case
manager's office to key participants involved in support of a case. The
direct line in communication is intended to facilitate the resolution of
day-to-day problems. It is emphasized that the case manager must still
operate within the organization's normal chain of command. Informal
discussions may be necessary between the case manager and supporting
activities, followed by appropriate documentation. Case managers cannot
gommit the case implementing agency except through coordinated written

irection, '
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2. Tasks in the areas of acquisition, logistics and finance will be
assigned to supporting activities using normal operating rules. The
supporting activity which accepts the work assignment agrees to specific,
measurable objectives and to detailed task descriptions, specifications,
milestones, and budgets for the work assignment. The supporting activity is
then responsible for the work effort in terms of meeting its objective on time
and within the available budget.

E.  PERFORMANCE SPECIFICATIONS AND MEASUREMENT STANDARDS

1.  The case manager's performance will be monitored by comparing actual
output with that planned. The idea of assigning responsibility to the case
manager for a time schedule, specific set of outputs, and funding limitation
tends to establish a performance specificaton which is useful in judging the
effectiveness of case managers. In other words, the case manager's
performance specifications that could be considered for the purpose of
measurement standards- are primarily the three objectives:

a. To accomplish the case (performance) on schedule,
b. To accomplish the case within the case vaiue.
c. To close the case as planned.

2. The case progress shall be reviewed on a recurring basis to verify
that the case activities are proceeding according to planned events.

F. FORMAL TRAINING TO MEET SPECIAL REQUIREMENTS OF THE CASE MANAGER

1. The DoD Component must ensure that individuals assigned as case
managers receive adequate training. The following Defense Institute of
Security Assistance Management (DISAM) courses, as applicable are suggested as
a part of a training plan for a case manager:

--  Core

-- Financial Management
-- Case Management
Training Management

2. In addition, internal training should be conducted within the
jmplementing agencies to cover the organization's FMS procedures and to
rectify any perceived case management inadequacies.
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FIGURE 7-V-1
CHARTER FOR CASE MANAGER

The case manager has responsibility for total case management from
assignment through case closure. The case manager operates within the chain
of command to direct the necessary action tc satisfy case requirements. The
case manager ensures that the case (performance) 1is accomplished on a
schedule, within case value, and closed as planned. The case manager manajes
the case through reviews, visits, surveillance of reports, and correspondence.
The case manager integrates the efforts and ensures timely resolution of
problems surfaced by supporting activities.

FIGURE 7-V-1, Charter for Case Manager
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TABLE 7-V-1

CASE MANAGER DATA ELEMENTS

%k

RSN Level Progran

- .D1rect Program Value
~ Section 21 (specify Publications/Training)
-~ Section 22 (specify GFM/GFE)
Co- Ind1rect Program Value
-- - R&D
-- Rental
-- Asset Use
-- CAS
-=  Nonrecurring Production
-- Administrative Fee
Accessorial Value/Costs
Type of Financing
Commitments/Obligations
Transportation
Performance Sources
Requisition Status
Contract Data

Contract Closure Date

Reports of Discrepancies
Repair Data

Training Data
Obligational Authority
~Commitments by Fund Cite
Obligations by Fund Cite
Physical Deliveries Quantity/Value
Financial Deliveries
Work-in-Process
Expenditure Authority
Payment Schedule

Billed to Date

Delivered to Date
Collections

Accounts Receivable
Disbursements

)

NOTE: This is a representative list of potentially useful data elements.
It is not all inclusive and some data elements 11sted may not be
required for a specific case.

TABLE 7-V-1, Case Manager Data Llements ‘ ‘
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CHAPTER 8
FMS CASE PERFORMANCE

SECTION I - CASE IMPLEMENTATION AND EXECUTION

A.  IMPLEMENTATION.

1. After receiving the initial deposit, together with a copy of the
accepted LOA and the applicable request for obligational authority (0/A), SAAC
issues 0/A to the cognizant implementing agency (I/A), e.g., MILDEP. The 0/A
is evidence that proper acceptance, including cash deposit, has been received
and the FMS case may be implemented.

2. The DD Form 1513 provides the basic information concerning, and
authority for, a given FMS case. However, a DD Form 1513 by itself may not be
sufficient to permit an FMS case to be implemented. In this regard, I/As may
issue case implementing instructions to applicable activities within the DoD.
Implementing instructions will state that 1mp1ementat1on is subject to receipt
of O/A.

3. The following procedures have been developed to handle requests for
emergency obligational authority (0/A):

a. Implementing Agencies (IA) will 1imit requests for emergency O/A-

to true emergency situations (e.g., where normal 0/A processing time would
exceed training start dates, contract award dates, etc.).

b. Requests for emergency approval of 0/A will be directed to
SAAC/FSRC. '

c. IA's will establish official points of contact to receive,
evaluate and relay to SAAC legitimate request for emergency approval of 0/A.

(1) IA's will provide the name, office symbol, and telephone
numbers of their point(s) of contact to SAAC/FSRC.

(2) A1l IA requests will be relayed to SAAC through these
offices.

(3) Any requests received by SAAC from other persons will be
referred by SAAC to the appropriate IA point of contact.

d. IA's will provide SAAC with any available documentation to
support the emergency approval request (e.g., copies of signed LOAs, messages
from security assistance organizations (SAQ) stating that LOA and/or initial
deposit are in USG hands).

e. IA's will insure that DD Form 2060, "FMS Obligational

| Authority," has been provided SAAC via the IA Customer Order Control System
prior to requesting emergency approval of 0/A. :

8-1 Change No. 2, 2 Jan 1985
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f. Upon confirmation of an emergency 0/A requirement from an
authorized point of contact, SAAC will immediately enter the required 0/A
ceiling in the applicable COCs. Subsequently, based on SAAC receipt of DD
1513 (facsmilie acceptable) and initial deposit (if required), the associated
FMS case will be implemented in DIFS and 0/A ceiling released via automated DU
2060 (R5) transaction within two work days.

g. Exception to this procedure may be granted on a case-by-case
basis by DSAA-COMPT-FMD.

B.  EXECUTION.

, “1. The execution phase of the case is usually the longest in terms of
time. It is that phase during which the articles and/or services purchased on
the DD Form 1513 LOA are actually produced/performed by the military depart-
ment under the authority granted by the LOA.

2. The means by which the USG fulfills the requirements of the FMS
program depend on the nature of the materiel and services being furnished. A
typical program involves the procurement of items from new production, as well
as providing selected items from government stocks. The complete system then
may be composed of both contractor-furnished and government-furnished equip-
ment, subsystems and materiel. Items to be procured are contracted for by
cognizant DoD buying activities. FMS requirements may be consolidated with
USG requirements or placed on a separate contract,: whichever is more expedient
and cost effective. Federal Acquisition Regulation (FAR) provisions applica-
ble to DoD also apply to procurements for FMS customers.

3. The actual acquisition and performance actions for the FMS program
are carried out by USG activities in the same manner and using largely the
same internal manhagement organizations as for USG programs.

4. Logistics is the discipline that incorporates the functional areas
which carry out the execution of the FMS case. These functional areas are
acquisition, supply, transportation, maintenance and training. The concurrent
discipline of financial management closes the loop of the execution phase.

5. As a part of the discussion of the Execution phase, it is advisable
to re-visit the Total Package Approach/Total Program Concept. The Total
Package Approach (TPA) is a means of insuring that the FMS customers are aware
of and are afforded the opportunity to plan for obtaining all necessary
support items, training and services required to efficiently introduce and
operationally sustain major items of equipment/systems considered for pur-
chase. The key word is "sustain." Any one who has responsibility for P&A or
case preparation must be able to offer the complete package for sustainability
to the purchaser. In addition to the system itself the four major categories
that we should consider in the TPA include: Training, Technical Assistance,
Initial Support and Follow-on Support.

6. DoD 7290.3-M, Chapter 6, requires the orderly mainfenance of case

files. It is emphasized that well-organized files provide an audit trail for
FMS management reviews and other planning actions.
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SECTION II - ACQUISITION FOR FMS

A. DOD REGULATIONS AND PROCEDURES.

1. Compliance with DoD Regulations. In keeping with the DoD policy,
acquisition for FMS purchasers will be in accordance with U.S./DoD regulations
and procedures. This affords the foreign purchaser the same benefits and
protection that apply to DoD procurement and is one of the principal reasons
why foreign governments and international organizations prefer to procure
through FMS channels.

2. Federal Acquisition Requlation (FAR). The DoD is authorized to
enter into contracts for the purpose of resale to foreign governments or
international organizations. The FAR shall apply to all purchases and con-
tracts made by the DoD for acquisitions in support of FMS. Some of the most
pertinent sections of the FAR and the DOD FAR supplement relative to FMS are
listed below: ‘

FAR DOD FAR SUPP
a. Agents Fees and Commissions 3.400 thru 3.404 25,7305
b. Contractor Options - FMS Subpart 17.2
c. Contractor Risk for FMS -- 15.905-1(b)(7)(E)

(Weighted Guidelines)
d. Costs of Doing Business with

a Foreign Government - 25.7304(c)
e. FMS Rental and Asset Use
Charges 45,405 45.405(f)
f. FMS Selling Costs and
Allocations to Contracts 31.205-38(b) 31.205-38
g. Foreign Acquisitions Part 25 Part 25
h. Recovery of NonRecurring
Costs -- 25.7306, Subpart
35.71
i. Sole Source Designation 15.210 25,7307

3. Acquisition Notification of FMS Requirements. In accordance with
Section 25.7303(b) of the DOD FAR Suppiement, when the acquisition for FMS is
expected to involve a contract in excess of $10,000 which cannot be placed on
the basis of price competition (for example when the FMS purchaser requests a
specific sole source), prices, delivery data and other relevant information
shall be requested from the prospective source and the request shall indicate
that the information is for the purpose of a potential sale under FMS and
shall identify the prospective FMS purchaser(s).
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B. FMS CUSTOMER REQUESTS FOR SPECIFIC SOURCE.

1. Sole Source Designation. With regard to the source selection
process, the FMS purchaser may request that a defense article or defense
service be obtained from a particular source. In such cases, FAR 15,210
provides authority for the U.S. Government to negotiate on a sole source
basis. Such requests may be honored (see DOD FAR Supplement 25.7307) when the
sole source designation is based upon the objective needs of the FMS purchaser
as stated by the purchaser. In this regard, the purchaser is required to
provide the basis and justification for a sole source request. The request
shall not be honored in any case of patently arbitrary, capricious or
discriminatory exclusion of other sources.

2. Subcontractor Sole Source Designators. The FMS purchaser may also
request that a sole source subcontract be placed with a particular firm. The
DoD Contracting Officer will honor such a request for subcontract placement on
the same basis as indicated above for prime sources, It should be noted that
the designation of subcontractors carries a risk which should be brought to
the attention of the FMS purchaser. Clearly, the sole source designation of a
component constitutes a warranty by the U.S. Government to the prime contrac-
tor that the designated item will be suitable for its intended purposes. In
the event that problems in the performance or integration of the component are
subsequently experienced and are attributable to its characteristics, the
specification may be held to be defective in that respect and any increased
costs incurred by the customer in correcting or attempting to correct the
problem may be recovered by the contractor. Since by law such additional costs
must be borne by the FMS purchaser, the purchaser should be advised of this
potential expense at the time the sole source designation is requested.

3. FMS Purchaser Involvement. The purchasing activities of defense
components and prime contractors shall implement FMS requirements using normal
procurement and contract management procedures as set forth in the FAR, other
directives and pertinent contractual provisions. Representatives of the FMS
purchaser shall not be permitted to review bidder's mailing 1ists or slates of
proposed architect engineer firms, nor shall they be permitted to direct the
deletion of names of firms from such lists or slates. They may, however,
suggest that certain firms be included. The defense components should fully
control the procurement and contracting process and contractual provisions.
Representatives of the FMS purchaser will not normally participate in contract
negotiations. The defense components shall not accept directions from the FMS
purchaser as to source selection decisions or contract terms (other than the
special contract provisions and warranties referred to in Condition A.2. of
the LOA), nor shall the FMS purchaser be permitted to interfere with a prime
contractor's placement of his subcontracts. However, to the extent permitted
above, defense components may honor an FMS purchaser's request for the desig-
nation of a particular prime or subcontract source for defense articles or
defense services. Requests by the FMS customer for rejection of any bid or
proposal shall not be honored unless such rejection is justified on the basis
of reasons which would be sufficient in the case of a procurement made by the
DoD to meet its own needs.

4. Timing of Specific Source Requests. To avoid the additional delay
and workload invoived in revision of an LOA, requests for sole source place-
ment should be made when the request for preparation of the LOA for the
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defense articles or defense services is transmitted to the U.S. Government.
However, if a request can be honored without excessive delay or undue disrup-
tion of the procurement/acquisition processes, it may be made and accepted any
time prior to formal acceptance of the LOA by the FMS purchaser,

C. SALES COMMISSIONS AND AGENTS FEES.

1. Determination of a Bona Fide Agent. FAR sets forth the criteria to
be used by the contracting officer or head of the procuring activity (HPA) in
determining whether an agent(s) is bona fide. When an agent(s) has been
determined to be bona fide, based on FAR, the following procedures will be
followed with regard to the inclusion of sales commissions and fees in FMS
cases: :

a. Prior Notification to Purchasing Government. Unless the pur-
chasing country or international organization has indicated to the contrary,
all sales commissions and fees anticipated to be included in FMS cases shall
be made known to the purchaser prior to or in conjunction with the submission
of the LOA to the purchaser. Such advice will include: (a) the name and
address of the agent(s); (b) the estimated amount of the proposed fee, and the
percentage of the sale price; and (c) a statement indicating one of the
following, whichever is applicable: (1) appropriate officials of the U.S.
Department of Defense consider the fee to be fair and reasonable; (2) in the
event that only a portion of the proposed fee is considered to be fair and
reasonable, a statement to this effect together with the rationale therefor;
or (3) the U.S. Government cannot determine the reasonableness of the proposed
fee. This statement will normally be included as a "Note" to the LOA, Such a
Note may also include the contractor's explanation and/or justification for
the proposed fee, together with any other data requested by the purchasing
country or international organization. The Note will also include a statement
that acceptance of the LOA by the purchaser, with inclusion of the Note, will
constitute the purchaser's approval of the sales commissions and fees in-
volved.

b. Ex-Post Facto Notification to Purchasing Country or Interna-
tional Organization. When it is not possible to determine prior to presenta-
tion of the LUA whether the price quoted for the articles or services includes
sales commissions and fees, the purchasing country or international organiza-
tion will be notified as soon as possible if, in the course of subsequent
contract negotiations, it appears that a charge for sales commissions and fees
will be claimed by the contractor. This notification will include the infor-
mation in paragraph a. above, along with a statement that, unless contrary
advice is received from the purchasing country or international organization
within 30 days of the date of the notification, the Department of Defense will
determine whether to accept such a charge as a valid cost in the contract. No
sales commissions and fees will be accepted by the contracting officer prior
to expiration of the 30 day period.

c. Coordination with the DSAA.

. (1) A1l LOAs which specify that a sales commission or fee is
included in the case will be coordinated with DSAA Operations, regardless of
the dollar value of the case, prior to an LOA dispatch to the requesting
country or international organization. LOAs which carry the notation that no
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sales commissions and fees are included in the case do not require coordina-
tion with the DSAA except as may be required by other policies and procedures
which may be in effect.

(2) A1 correspondence with a foreign country or international
organization on the subject of agents fees relative to P&A, P&R, or a LOA will
be coordinated with DSAA Operations prior to dispatch;

(3) A1l ex-post facto notifications of an agent fee to a for-
eign country or international organization will be coordinated with DSAA Uper-
ations prior to dispatch. 4

~ (4) The submission to DSAA Operations of all LOAs or ex-post
facto notifications for coordination shall be in writing, shall contain a
certification that the agent is bona fide in accordance with the criteria set
forth in FAR, and shall provide the rationale for reasonableness or an
explanation if the reasonableness of the fee cannot be determined.

2. FMS Agents Fee Ceiling. Allowable costs for sales commissions and
fees applicable to contracts for FMS shall not exceed $50,000 per contract
(including all modifications and subcontracts thereto), per country. Although
commissions and fees may be less than $50,000 per contract, all such commis-
sions and fees must be .justified and supported based on the criteria cited in
the FAR.

3. Disallowance of Agents Fees.

a. No fee shall be accepted by the contracting officer if such
fees are disapproved by the purchasing country or international organization.

~b. If, ‘in making the determination required by FAR, the
contracting officer or head of the procuring activity (HPA) determines that an
agent is not bona fide for reasons other than reasonableness of fee, no LOA
will be tendered pending withdrawal by the prospect1ve contractor of the fee
for such agent from his proposal.

4. Exceptions to Notification Procedures.

a. The procedure contained in paragraph c.1. above will not be
followed in the case of Australia, Egypt, Greece, Iran, Israel, Japan, Jordan,
Korea (Republic of), Kuwait, Pakistan, Philippines, Saudi Arabia, Taiwan,
~ Thailand, Turkey, and the Venezuelan Air Force. At the request of these
governments all LOAs dissued to these countries will include the following
statement:

"A11 U.S. Government contracts resulting from this Offer and
Acceptance shall contain one of the following provisions, unless the
sales commission and fee have been identified and payment thereof
approved in writing by the Government of ( ) before contract.
award:"

(1) For firm fixed-price contracts or fixed-price contracts
with economic price adjustment:
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"The contractor certifies that the contract price (including
any subcontracts awarded hereunder) does not include any direct or
indirect costs of sales commissions or fees for contractor sales
representatives for the solicitation or promotion or otherwise to
secure the conclusion of the sale of any of the supplies or services
called for by this contract to the Government of ( )."

(2) For all other types of contacts:

"Notwithstanding any other provision of this contract, any
direct or indirect costs of sales commissions or fees for contractor
(or subcontractor) sales representatives for the solicitation or
promotion or otherwise to secure the conclusion of the sale of any
of the supplies or services called for by this contract to the
Government of ( ) shall be considered as an unallowable item of
cost under this contract."

b. Accordingly, approval of sales commissions and fees must be
sought and obtained prior to contract award unless the contractor certifies
that no such fee or commission is included in the cost of the contract.

5. Proprietary Information. Inclusion of a "Note" to the LOA with
respect to sales commissions and fees shall not be deemed, with respect to
‘distribution and availability of LOAs, as altering the proprietary nature, if
any, of such data for the purpose of 18 U.S.C. 1905, :

6. Quarterly Report. A report to DSAA shall be made on a quarterly
basis, submitted 30 days after the end of each quarter, which lists all FMS
cases in which an agent fee was included and all correspondence which advised
a foreign country or international organization of the inclusion of an agent's
fee. This report should include a copy of the LOA for each case, including
pertinent special notes, which will show the amount of the fee, the name of
the agent, and the DoD position as to reasonableness of the fee, together with
any correspondence with the purchaser concerning the fee. In addition, a
statement should be provided describing the current status of the fee, i.e.,
accepted by country, rejected by country and still under review with
contractor, withdrawn by contractor, or other similar information. Cases for
which the question of country acceptance of the fee is still under review
shall continue to be reported until the matter is decided, and final report
closing the issue has been made. The number which has been assigned -this
report in the Reports Control System is DSAA(Q)1127.

7. Agents Fees for Commercial Contracts. Agents fees for direct com-
mercial contracts financed with FMS credit funds will be limited to $50,000
per contract. It is the responsibility of the contractor to prove that pay-
$engs of any agents fees in excess of $50,000 are not financed with FMS credit

unds.

D.  APPOINTMENT OF AN AGENT.

1. Policy. It is U.S. Government policy to deal directly with a for-
eign government or international organization for the purchase of defense
articles via Foreign Military Sales procedures. An agent may be designated by
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a foreign government for the accomplishment of the following purpose only: to
act as an agent for the receipt of FMS Government Furnished/Spares/Support
items which are required by that agent to enable the (manufacture/assembly)
(repair/rehabilitation) of defense items purchased on a direct basis by the
foreign purchaser. The following form letter, which designates such an agent,
should be used and a foreign government request signed at the Minister or
- Deputy Minister of Defense level.

2. Form Letter.

Director

Defense Security Assistance Agency
Room 4E837, The Pentagon
Washington, D.C. 20301

Dear Sir:

The Government of - hereby appoints
whose address 1s

as its Agent for the purpose of re- .

ceiving deliveries of the following items: Above items ‘

will be used for the (manufacture/assembly)* (repa1r/
rehab111tat1on)* of the

Said Agent is hereby authorized to sign in the name of
the Government of as its Agent for the
receipt of these 1items as indicated by the shipping
instructions contained in Blocks 33 and 34 of the DD
Form 1513. The Government of

undertakes to instruct as
its Agent to maintain possession of the above specified
items in accordance with paragraph B.9 of Annex A (Gen-
eral Conditions) of the DD Form 1513 until transferred
by such Agent of the Government of .

Yours Very Truly,

Such agency is acknowledged.

(Signature of Agent)

* Insert the appropriate phrase describing the Agent's function. '
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SECTION IIT - LOGISTICS

A.  FOLLOW-ON SUPPORT.

1. Blanket Order.

a. Description. Blanket Order FMS cases represent an agreement
between a foreign country or international organization and the U.S. Govern-
ment for a specific category of material or services (normally identifiable to
one or more end items) with no definitive listing of items or quantities.
Utilization of a Blanket Order FMS case does not change the requirement for
authorization/approval of material, training, or services which may be re-
quired by other provisions of the SAMM or by other DoD directives. Blanket
Order FMS cases are not to be used as a substitute for Cooperative Logistics
Supply Support Arrangements (CLSSAs) since the customer must normally wait the
normal procurement leadtime, unlike matured CLSSAs. Blanket Order FMS cases
are established to facilitate and simplify procedures for foreign purchasers.
In addition, DoD components are able to standardize logistics supply opera-
tions and promote operational economies for commodities most susceptible to
high volume processing. The foreign purchaser or DoD component may place
orders during the ordering period of the case, which normally will not exceed
24 months. Orders which would exceed the established dollar ceiling in the
LOA will not be processed. '~ When established, the Blanket Order FMS case
permits the purchaser to submit either MILSTRIP requisitions, letter, or
message requests for articles or services directly to the cognizant Military
Department International Logistics Control Office (ILCO) or appropriate
Defense Agency without a defined order LOA being prepared on each occasion.
Related administrative lead time is substantially reduced.

b. LOA Preparation. Supplementary notes will be incorporated in
each LOA to sufficiently elaborate on the duration of the case, method of
input of requirements, and delivery instructions. LOAs will normally cite
type of assistance to permit maximum flexibility to allow either stock issue
or procurement. Estimated prices for items identified by NSN can be obtained
from the applicable U.S. Military Services' Management List. Normally two
factors will influence this price; one is a high probability that procurement
will be required and the second is a price escalation will be very likely. To
avoid long and costly delays, purchasers should be encouraged to include a
cost escalation factor to current management list prices and to consider any
additive factors identified in DoD 7290.3-M. Requisition preparation and
formats are contained in the DoD 4140.3-M, Military Standard Requisitioning
and Issue Procedures.

c. Price and Availability Information. Normally Price & Availa-
bility information 1s not required for Blanket Order FMS cases because the
purchaser estimates requirements and requests an appropriate case value. The
aforementioned policy may be altered at the discretion of the cognizant DoD
component. Implementation of Blanket Order FMS cases is accomplished by
establishing case records and awaiting submission of requirements generally
forwarded by the foreign purchaser. Based on purchaser agreement,
requirements may occasionally be generated by the DoD component concerned.
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Requirements for defense articles (excluding services and training) should be
mechanically transmitted in MILSTRIP format, but may be forwarded to the DoD
component using other means when advantageous and acceptable to the foreign
purchaser and the DoD component concerned. Requisitions are recorded, edited
and processed to the inventory manager. Transmission will be via AUTODIN or
the International Logistics Communications System (ILCS) whenever possible.
Stock levels are mechanically reviewed and issue from stock is made if DoD
assets are above the reorder point. Procurement actions are initiated depend-
ing on inventory availability. Billing data, processed by DoD component
activities, are furnished to the SAAC, Denver, and supply/shipment status is
furnished to the purchaser or his authorized representative by the applicable
DoD component. Billings are processed against the case in accordance with
standard practice and U.S. Government appropriations are credited accordingly.

d. Items Normally Covered by Blanket Order Cases. Details of
policy and procedures for blanket order cases are in Chapter Seven, Section I,
paragraph B.3.b. This includes a summary of the types of articles and ser-
vices normally authorized for such cases, as well as those normally excluded
from supply under blanket order cases.

2. Cooperative Logistics Supply Support Arrangements (CLSSAs). A
specialized arrangement for follow-on support of spare and repair parts 1s the
Cooperative Logistics. Supply Support Arrangement (CLSSA). The arrangement
involves the investment by the purchaser in the DoD logistics system to
establish an equity representative of the anticipated support requirements of
specific major end items/systems. The investment permits the U.S. service to
acquire stocks in anticipation of the country's actual demands and entitles
the country to support equal to that provided U.S. forces assigned the same
Force Activity Designator (FAD). Such arrangements are negotiated on a
service-to-service basis and normally renegotiated annually. Two FMS cases
are required for a CLSSA: Foreign Military Sales Order (FMSO) I, and Foreign
Military Sales Order (FMSO) II. Both cases must be executed in order for
CLSSA requirements to be anticipated and satisfied.

a. Foreign Military Sales Order (FMSO) I Case. The FMSO I covers
the estimated dollar value of the 1tems and quantities to be stocked and
maintained on order from procurement sources for the support of U.S. furnished
equipment. This case is subdivided into two parts: Part A, an on-hand
portion normally representing the items required to be on hand to support the
purchaser's anticipated requisitions, and Part B, an on-order dependable
undertaking based on 12 months, or on the representative leadtime for the
commodity to be supported. Part B is required to enable the military depart-
ments to have materiel at various stages of the procurement cycle to insure
that the materiel in Part A is available upon demand. The country's obli-
gation includes the value of both Part A and B; however, upon acceptance the
country is only required to pay for Part A, the on-hand portion, plus a 5%
administrative charge based on the value of Part A,

b. Foreign Military Sales Order (FMSO) II Case. The FMSO II
covers the estimated annual withdrawals from the U.S. supply system of the
items covered by the purchasing country. FMSO II cases are undefined in terms
of items and quantities, reflecting instead a dollar amount of an estimated
demand for an agreed upon period. Each MILDEP treats FMSO II cases slightly
different and the appropriate departmental regulations and directives should

8-10 Change No. 2, 2 Jan 1985




DoD 5105,38-M

be consulted before any definitive action is taken. The case includes the
materiel value that the country is expected to requisition during the ordering
period covered by the case, plus the appropriate accessorial, administrative,
and asset use charges. In addition, a storage charge of 1,5% annually based
on the value of Part A, the on-hand portion, of the FMSO I case is included in
the FMSO II case.

3. Excess Property.

a. General. Excess property procedures afford still another
method for limited materiel support. Property that is excess to U.S. service
requirements and cannot be utilized by other DoD components may be provided to
eligible foreign governments through FMS programs. Providing excess materiel
is accomplished either through the Major Item Materiel Excess (MIMEX) program
or the Defense Property Disposal Service (DPDS) system.

b. Major Item Materiel Excess (MIMEX). Major Item Materiel Excess
(MIMEX) is a system of screening to determine foreign customer requirements
for major items above the Approved Force Acquisition Objective (AFAQ) of the
~ Military Departments. MIMEX screening is based on a determination by the
Inventory Manager that assets are above the AFAO, therefore not required to
fill existing U.S. force, MAP, or FMS requirements. The system is operated by
DSAA with participation by each of the Military Departments. Major item
assets above the AFAO0 are designated as "transferrable assets" and made
available for screening through the system for transfer to FMS customers at
reduced cost using the formula prescribed in DoD 7290.3-M which is based on
reported condition of the assets. These items are made available "as-is/
where-is." The MIMEX system is also used for screening major items reported
as Redistributable MAP property to determine redistribution requirements.
When the U.S. Military Department has requirements for any of these, a state-
ment to that effect is included in the offer and usually results in authority
to return the assets to U.S. control with reimbursement to the MAP account,
Assets that meet the MIMEX condition criteria of R-3 or better (estimated
repair costs of not more than 40% of standard price) are placed on a numbered
MIMEX offer message dispatched to U.S. elements in countries designated by
DSAA to receive MIMEX offers. The offers identify the items and quantities
available, their condition, location, estimated repair costs, supportability
information, the standard price and FMS price for each item. MIMEX offers
request that customer's requirements be furnished to DSAA within 20 days of
the offer date. The customer response to DSAA must include the rationale
behind the request for allocation and whether the requirement is to be pro-
cessed under MAP or FMS. When requirements have been received by DSAA from
all interested customers (occasionally an extension of the 20-day suspense
will be granted by DSAA), allocation advice is provided to the customer and
military department. The allocation message includes authority for prepara-
tion of the DD From 1513 for FMS allocation.

c. Defense Property Disposal Service (DPDS). The. Defense Logis-
tics Agency (DCA) conducts sales of certain declared excess materiel to
eligible Foreign Military Sales countries. This is DoD/MAP generated property
which either the U.S. military services have declared excess to their require-
ments due to long supply or obsolescence resulting from technological advance-
ments or it is property reported as no longer required by current or former
MAP/Grant Aid program recipients. The objective of the DLA FMS program is to
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maximize the reuse of excess property in a manner where such sales favorably
contribute to both the U.S. and host country's national security objectives
and comply with foreign policy as set by Department of State. However, it
should be noted that all DoD/MAP generated excess property is purchased in an
"as-is where-is" basis, with no provision or guaranty for its follow-on
support on the part of DLA or the U.S. Government.

d. Sale of U.S. DoD Excess Personal Property.

(1) Responsibility. The Defense Logistics Agency (DLA) has
assigned to the Defense Property Disposal Service ?DPDS) the responsibility
for conducting the sales of DoD excess personal property and disposable MAP
property to foreign governments and international organizations. Headquar-
ters, Defense Property Disposal Service exercises operational management of
the FMS program. throughout the DPDS and conducts the FMS of property located
in the Continental United States (CONUS) and all of North America and Latin
America. Defense Property Disposal Region, Europe, conducts the FMS of
property located in Europe. Defense Property Disposal Region, Pacific,
conducts the FMS of property located in Hawaii, the islands of the Pacific
Ocean and Eastern Asia.

' (2) Contact Points. The DPDS has established FMS contact
points at three locations for the purpose of providing information and assis-
tance to enable FMS customers to make use of the DPDS FMS Program in the most
advantageous and beneficial manner. The contact points are:

(a) Headquarters DPDS.

Commander

Defense Property Disposal Service

ATTN: DPDS-UCM

Federal Center

Battle Creek, Michigan 49016

Commercial Telephone - (616) 962-6511, ext. 6911/6918
AUTOVON - 369-6911/6918

(b) DPDS-Europe.
Commander
Defense Property Disposal Service
ATTN: DPDS-EU
Building B04, Lindsey Air Station
APO New York 09633
Commercial Telephone - 49-6121-82-3537/6666
AUTOVON - Wiesbaden Germany - 314-472-1110, ext.
3537/6666

(c) DPDS-Pacific.

Commander
Defense Property Disposal Service
ATTN: DPDS-PU
Camp H. M. Smith, Hawaii 96861
~ Commercial Telephone - (808) 477-5242 ‘
AUTOVON - Pearl Harbor - 431-0111, ext. 477-5242
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(3) DPDS Status. DPDS is an element of the DoD. As such, it
has absolutely no connection with commercial firms which offer surplus U.S.
military supplies and equipment for sale to the general public.

(4) Relation to Other Agreements. The FMS policies and
procedures promulgated by DPDS are not 1intended to repeal or circumvent
existing or proposed direct support agreements between other DoD components
and foreign governments or international organizations, or any other
government-to-government agreements, Where such agreements are in effect, it
is expected that the governments concerned will continue to requisition or
otherwise procure materiel and services covered by the agreements from the
U.S. DoD components with which the agreements have been concluded.

(5) References, The DPDS publishes two documents which
provide information on the specifics of the DPDS excess program and on arti-
cles which are available for sale.

(a) Foreign Military Sales Customer Information Guide.
This document provides information on how to use this service and specifics of
the program,

(b) Declared Excess Personal Property List. This is a
weekly listing of excess property published by the DPDS. Countries eligible
to receive the DPDS Declared Excess Personal Property Lists are identified at
Table 8-111-1 of this section.

(6) MDE and SCE. A1l MDE and SCE excess items being sold
under FMS procedures must be clearly defined in the LOA. Accordingly, only
defined order type cases will be utilized for sales of MDE or SCE.

B. REQUISITION PROCEDURES.

1. Use of MILSTRIP,

a. Standard Items. Once an FMS case has been established and
funded, MILSTRIP requisitions may be initiated either by the purchaser or by a
designated DoD component. For standard material items, requisitions will be
prepared in MILSTRIP format by the military service, or will be converted to
MILSTRIP format by the Military Service Requisition Control Office (RCO).
RCOs will verify MILSTRIP requisitions prepared by countries prior to intro-
duction into the U.S. logistics system. Supply and shipment status will be
provided in accordance with MILSTRIP procedures. Service designated RCOs are:

(1) Army. U.S. Army Security Assistance Center, New Cumber-
land, PA 17070. A

(2) Navy. Navy International Logistics Control Office
(NAVILCO), Philadelphia, PA 19111,

(3) Air Force. Air Force Logistics Command, Wright-Patterson
AFB, Ohio 45433.
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b. Non-Standard Items. Although purchasers are encouraged to pro-
cure material which is standard to the U.S. Armed Forces, non-standard equip-
ment may be requisitioned after mutual agreement with the DoD component
concerned. Such requisitions, as well as requisitions for services (e.g.,
training, etc.), will be in a letter format rather than under MILSTRIP proce-
dures.

2. Uniform Material Movement Priority System (UMMIPS).

a. Use in Requisitioning Process. The Uniform Military Priority
System (UMMIPS), as delineated by DoD Instruction 4410.6,. is applicable to all
requisitions. Force Activity Designators (FADS) are established by the JCS
for all customer countries and international organizations. Component activ-
ities will take the necessary steps to assure that participating foreign
countries and international organizations are properly instructed in the
establishment of the Issue Priority Designator. SAOs, if they process FMS
requisitions, will verify country and international organization established
Issue Priority Designators to assure accuracy.

b. Correction of Erroneous Designators. Erroneous designators
will be corrected by the reviewing activity. Doubtful cases will be referred
to the appropriate U.S. or purchaser representative for clarification or
correction.

3. Delivery Commitment Date (DCD).

a. Use. A DCD will be applied to all FMS cases that include a
line for a principal item and for which there is no corresponding MILSTRIP
Required Availability Date (RAD) in the supply system. The DCD will be
jdentified through the use of a three digit numeric code, the first two
representing the fiscal year, and the third representing the quarter of the
fiscal year. The DCD when applicable, should be placed in the Availability
and Remarks Block of the LOA. (The DD Form 1513-2 Notice to countries of
- slippages over 90 days is required on DCD revisions only and not on slippages
of items controlled within the MILSTRIP RAD system.)

b. Report of DCD Slippage. A report will be submitted to DSAA on
a quarterly basis, 45 days after the end of each quarter of the fiscal year,
and will include all cases for which the DCD for any major items on the case
has been slipped more than 90 days from that DCD originally quoted on the
accepted LOA or from that previously reported to DSAA, together with a brief
explanation of the reason for the slippage. In the event it is determined
‘that a slippage in delivery date in excess of 90 days will occur, but a firm
alternative delivery date cannot be established with a reasonable time, a DD
Form 1513-2 will be provided to the purchaser deleting the previous delivery
date, providing an explanation of the circumstances involved, and containing a
statement that an additional DD Form 1513-2 will be provided as soon as the
new delivery date has been established. Individual changes meeting the
threshold criteria need only be reported once, in the quarter in which they
occur, A copy of the DD Form 1513-2 will be submitted for each item. The
number assigned this report in the reports control system is DSAA(Q) 1123.
(See Figure 8-III-1 for férmat to be used.) This report will be submitted
with the report on price increase notifications required by Section V, para-
graph C.9., of this chapter.
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4, Delivery Forecast Date (DFD). The DFD is developed by the ICPs of
the MILDEPs, and represents the estimated date of delivery of the total
quantity of the line item. There is a mandatory relationship between the DFD
and the DCD. In all cases, the DFD is established to meet or occur earlier
than the DCD. If the DFD occurs Tater than the DCD, the latter may be mod-
ified as described above. The DFD is not a gross lead time estimate such as
the MASL leadtime. It is a true estimate by the ICPs of the forecast of
deliveries based on procurement/supply studies.

5. Economic Order Quantities. MILDEPs and other DoD components should
offer to provide customer countries and international organizations guidance
in effective inventory management to conserve resources and to minimize misuse
or abuse of the requisitioning system. DoD components must assure that proper
guidance concerning the use of Economical Order Quantities (EOQ) is developed
and made available to the customer countries and international organizations.
SAOs will advise and assist customer countries and international organizations
to assure understanding and use of EOQs. SAOs, in those cases where they
review FMS requisitions, should screen requisitions to confirm utilization of
the EOQ concept.

C. MANAGEMENT REVIEW.

1. Notification of Delivery Forecasted Date. Within 120 days after
acceptance of an FMS case, DoD components will advise the SAO of the forecast
delivery date of each major item. No less frequently than quarterly thereaf-
ter, until deliveries are complete, the SAO will be advised by the DoD compo-
nents of any changes in these forecasts. '

2. SAQ Responsibility for Delivery Forecast Date. SAOs are responsible
for review of delivery forecasts and for advising the DoD components of any
cases where forecasted deliveries will cause significant problems, giving full
particulars as to the nature of the problem and recommended solutions.
Problems unresolved between SAOs and the DoD components should be referred to
the DSAA.

3. MILSTRIP Report. A quarterly MILSTRIP requisition status report
will be prepared by the DoD components and made available to the purchaser at
their request on a quarterly basis. Each report will reflect all requisitions
open at the end of the report period and all requisitions shipped or cancelled
during the report period. Multiple line entries for the same requisition will
be reflected whenever a partial or split action is taken. The report will be
prepared at Country, Case, and In-Country Service Designator level. Summary
Tines will be provided to indicate the number of lines/actions and dollar
value by open requisitions, cancellations, and shipments.

4, Delivery Performance.

a. Importance of Prompt and Effective Service. The quality of
delivery performance directly reflects the degree to which the U.S. meets its
FMS commitments and is therefore a key element of the supplier-customer
relationship. The importance of prompt and effective service to the purchaser
must be continually emphasized to assure overall success in the attainment of
FMS program objectives.
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, b. Reporting Discrepancies. Every effort must be made to impress
upon the purchaser the 1mportance of reporting discrepancies as soon as
possible but no more than one year after shipment or billing, whichever is
later. Since this time standard exceeds time standards previously expressed
by the DoD components the time Tlimitation of one year after shipment or
billing applies to all shipments made subsequent to the date of this manual.

c. Significant Political or Readiness Impact. Wherever signifi-
cant political or readiness 1Impact 1s 1invoived, the SAO0 will advise the
Unified Command of the problem. In those instances in which the matter is not
satisfactorily and expeditiously resolved, the Unified Command will immediate-
1y notify the DoD component concerned and, in significantly important cases,
DSAA.

D.  ADHERENCE TO STATED CONDITIONS. The DoD components authorized to make
offers will assure that the LOA fully describes the condition of the defense
material and that the authorized representative of the foreign government or
international organization who accepts and signs the LOA understands the
condition of the defense material. DoD components shall require that FMS
material conform to the material offered, is serviceable and is complete with
regard to repair parts, publications, etc. An exception to this rule is
excess property which is sold on an "as is -- where ‘is" basis. Such equipment
may be sold without initial or follow-on supply support, provided the country
clearly understands these conditions and accepts responsibility for providing
future support.

E.  SYSTEM SUPPORT BUY OUT.

1. DoD Component Responsibility. When it is determined that a weapon
system/end item i1s or will become obsolete to the U.S. forces and the items
are not covered under a CLSSA, the actions identified below are required to be
effected by the Military Department responsible for logistics support of the
end item.

. a. Foreign Country/International Organization Inventory. Deter-
mine the foreign countries and international organizations which have previ-
ously purchased the weapon system or end item and still have them in their
inventory.

b. Notification to Foreign Country/International Organization.
Advise the foreign countries and international organizations of a proposed
system support buy out. This may be done by offering a list of items or by
identifying the weapon systems to be phased out, depending on the circum-
stances. On equipment phase out, the country may, if possible, place a final
order for spares in sufficient range and quantity to support the equipment for
its probable remaining useful life.

c. Timeframes. Provide the foreign country or international orga-
nization with sufficient time to budget for and fund the system support buy
out. This should be a minimum period of two (2) years.

2. Actions Subsequent to System Support Buy Out. Subsequent to the
expiration of the system support buy out the following is authorized.
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a. Inventory to be Processed for Disposal. All inactive items
with zero demand for a period of four years {(which include two years of the
system support buy out) will be routinely processed for disposal and deleted
from the DoD component inventory.

b. Inventory to be Retained. DoD component inventories of active
items which have continued to show demands during the past four year period
may be retained and managed in support of Security Assistance requirements.

F.  TRANSPORTATION OF FMS MATERIEL,

1. Introduction,

a. The purpose of this part is to provide information to FMS
customers about how their materiel is handled. The narrative describes the
materiel movement process, defines the respective roles of U.S. Government
activities and private manufacturers, and provides helpful information about
situations that have previously caused problems for freight forwarders.
Knowledge of these procedures should assist the customer both in selecting a
qualified freight forwarder, and in subsequently evaluating the freight
forwarder's performance.

~b. Basic DoD policy with respect to deliveries of Foreign Military
Sales (FMS) materiel is that each procuring government/international organi-
zation (hereinafter referred to as “"customer" or "purchaser") shall be respon-
sible for transportation and delivery of its own materiel. In application of
this policy, each customer shall utilize its own contract or in-house agency
(freight forwarder) to manage all aspects of transportation and delivery to
the ultimate in-country destination. DoD will, as necessary, assure delivery
of FMS materiel to the customer's agent at the designated delivery point,

c. Most purchasing country staffs in the U.S. do not have the
capability of accomplishing all of the actions required to effect in-country
delivery of FMS materiel. The freight forwarder undertakes these responsibil-
jties as an agent for the customer and its function is an essential and
integral element of the transportation cycle. (Table 8-111-2 contains poten-
tial sources from which 1istings of freight forwarders may be obtained.)

d. Freight forwarder companies occupy a key role in the delivery
of materiel to FMS customers. These companies, as a minimum, receive, consol-
idate, and stage materiel and arrange for its onward shipment to the customer.
The freight forwarder normally is not the carrier (i.e., rail, air, truck or
ship company). A freight forwarder is a private firm which serves as contrac-
tual agent for the FMS customer. Because the freight forwarder is under
contract to a customer, the specific functions performed may differ somewhat
from those noted above. The freight forwarder may perform a greater or lesser
range of functions depending upon the agreement with its respective customer.

e. It is important to note that the. freight forwarder, as an agent
of a customer, is not a part of or under the direction of any element of the
U.S. Department of Defense. However, because most FMS materiel will be
shipped to the freight forwarder utilizing U.S. transportation system proce-
dures, it is important that FMS customers ensure that their freight forwarder
understands the Uniform Materiel Movement and Issue Priority System (UMMIPS).
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Knowledge of these procedures should allow the freight forwarder to effective-
1y interface the U.S. Government procedures with its own operation. It is
essential that the customer provide advice of .shipping requirements to their
freignt forwarder, particularly regarding compliance with U.S. provisions for
shipment of MAP or FMS credit financed material.

f. Shipping activities, both government and commercial, pack the
materiel and arrange for its pick up at point of origin and delivery to
designated destinations. Government sources of supply identify the proper
"Freight Forwarder" and "Mark For " address by translating certain MILSTRIP
codes from the requisition number and supplemental address. These codes are
converted to full clear text addresses in the U.S. Department of Defense
Military Assistance Program Address Directory (MAPAD), DoD 5105.38-D. The
appropriate "Freight Forwarder" Code and "Mark For" Code is.annotated on the
DD Form 1513, Letter of Offer and Acceptance (LOA) document, by the customer
and perpetuated in the MILSTRIP data. Department of Defense contractors are
- provided the clear text address of the "Freight Forwarder" and "Mark For"
-through the Cognizant Transportatlon Office (CTO) of the Administrative
Contracting Office (ACO).

g. Trucking companies, a1r]1nes, railroads, U.S. Postal Service
(USPS) or small parcel carriers, may be utilized for FMS shipments. The
normal method of shipment for FMS materiel enroute to the designated purchaser
government agent is by Collect Commercial Bill of Lading (CCBL). Exceptions
to this policy are noted in Paragraphs 2.i. and 2.j. of this Section. The
selection of a mode of shipment by the shipping activity is dependent upon a
variety of factors. Normally, non-premium surface mode is utilized.

2. Foreign Military Sales (FMS) Transportation Policies and Procedures.

a. Point of Delivery. The point of origin of FMS materiel is
norma]]y the point of delivery to the customer.

(1) If items are procured for shipment directly from a con-
tractor, this point will be the contractor's loading facility.

(2) If items are supplied from DoD stocks, this point will be
DoD depot loading facility or-the nearest post office facility in the case of
parcel post.

(3) When circumstances dictate, designation of other points of
delivery must be clearly specified in DD Form 1513, Letter of Offer and
Acceptance (LOA).

b. Transfer of Title. Title to equipment and materiel will pass
at the initial point of shipment, uniess otherwise specified in the LOA.

(1) For defense articles sold from stock this normally will
be at the U.S. depot, whether in CONUS or overseas.

(2) For items procured for the purchaser, this normally will
be at the contractor's loading facilities.
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(3) In the case of excess materiel (DoD Directive 4160.21),
this normally will be the location at which the materiel is being offered for

“sale,

(4) When the DD Form 1513 specifies that the U.S. Government
will provide for movement of aircraft to the point of delivery, one of two
conditions prevail with regard to title:

(a) Where additional ferrying is specified and the
aircraft are not purchaser-owned (title not passed), the U.S. Government will
accept title to the aircraft from the contractor, and title to the aircraft
will remain with the U.S. Government until arrival at the point of delivery,
at which time title passes to the purchaser,

(b) Where purchaser-owned aircraft are being ferried
under the terms of the DD Form 1513, the purchaser grants the U.S. Government
possession of the aircraft. Under this condition, the title to the aircraft
remains with the purchaser. The LOA will contain prescribed indemnification
clauses,

(c}) The purchaser assumes all risk of loss or damage
since this is a U.S. Government service being provided at no cost to the U.S.
Government.

, (5) The provisions of this title transfer policy apply to all
FMS shipments regardless of the mode of transportation, type of transporta-
tion, documents utilized, or delivery code.

¢. Consolidation. FMS shipments will be consolidated for shipment
purposes to the greatest extent possible. Consolidation criteria are con-
tained in Chapter 6, DoD 4140.17M (MILSTRIP).

d. Packaging and Marking. Shipping activities (U.S. Government
facilities or contractor) are responsible for the proper packaging and marking
of FMS materiel in accordance with Mil Standards 794 and 129, respectively.
The materiel will be packaged as prescribed by Mil Standard 794 (preservation
Level "A"/packed to not less than Level "B") and will be marked as prescribed
by Mil Standard 129 with the following minimum information:

-- FMS Case Identifier (e.g., XX-B-ABC)

-~ TCN

-- Transportation Priority

-- Project Number (if applicable)

-~ Shipped From Address

-- Shipped to Address

-- Ultimate Consignee/Mark For (coded and clear text, if
applicable)

e. Cost of Transporting Materiel to the Freight Forwarder.

(1) Shipments of materiel may occur under conditions where the
sales price does not include the cost of transportation to the freight for-
warder. These shipments, with delivery terms "Free-On-Board" (FOB) origin,
will be transported under Collect Commercial Bills of Lading (CCBL).
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(2) Shipments of materiel may occur under conditions where the
sale price includes cost of transportation to the freight forwarder. This is
the case for stock fund type items. Stock fund items should be transported
under CCBLs as is generally the case with non-stock funded items. The primary
concern, however, is that the DoD component assures that the purchaser is not
double-billed for transportation services rendered, i.e., transportation costs
are excluded from the stock fund price of the item. Therefore, all non-excess
stock funded materiel sold to FMS customers will be priced less the second
destination transportation surcharge which is included in the established
standard price.

(3) Shipments will be accomplished in accordance with con-
ditions prescribed in the DD Form 1513 except when the nature of the shipment
dictates the provision of added protection and/or control during movement.
When added protection and/or control is provided for the movement of an FMS
shipment, it generally denotes an added cost to the U.S. which is reimbursable
by the purchaser. The cognizant DoD component is responsible for making such
arrangements and for assuring that applicable costs are charged to the FMS
purchaser,

(4) Accessorial costs billed to FMS cases will be charged in
accordance with DoD 7290.3-M. Normally, these costs will be included below
the line on the DD 1513 and billed to the purchaser by the Security Assistance
Accounting Center in accordance with the standard rate in DoD 7290,3-M.
However, when dedicated transportation is required, e.g., a Special Assignment
Airlift Mission, the costs will be computed based on the actual costs to the
USG and included as a separate line on the DD Form 1513.

f. Offer Release Code "A", "Y", and "Z" Shipments (Refer to Table

7-11-2).

(1) FMS materiel will be shipped to the freight forwarder from
either U.S. Government or commercial sources of supply. The customer negoti-
ates with the DoD component to determine whether materiel will be automatical-
ly released for shipment or requires Notices of Availability (NOA) prior to
release. This results in the assignment of a specific "Offer/ Release" Code
in block 19 of the LOA. Assignment of Code "A" authorized automatic shipment,
while assignment of codes "Y" and "Z" indicates that Notices of Availability
(NOA) will be sent before the materiel is shipped (DoD 4140.17-M MILSTRIP),

(2) U.S. representatives should not commit the U.S. Government
to provide NOAs when initiating LOAs. The normal "Offer/Release" Code for all
FMS transactions is "A". "Offer/Release" codes "Y" and "Z" should be negoti-
ated only under special circumstances, such as for the delivery of sensitive,
hazardous or classified cargo and large end items. Use of codes "Y" and "Z"
for other "than hazardous or classified cargo and large end items must be
approved by the DoD component concerned on a "case-by-case" basis.

, (3) NOAs are not normally used for direct delivery trans-
actions from contractor's facilities. If contract production schedules do not
provide sufficient information and the customer requires NOAs be provided or
the offer/release code for the item(s) "Y" or "Z," special arrangements must
be made and placed in the LOA and in the contract. The purchaser will be
liable for the costs incurred. Such cost will not be a part of the
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administrative surcharge, but will be separately negotiated with the
contractor as contractor-furnished data and charged to the purchaser.

(4) Items stored or staged as a result of specific instruc-
tions in response to an NOA or for which no shipping instructions are re-
ceived, accrue storage costs as specified in DD Form 1513, Explanatory Note 7.

g. Discrepancies.

(1) There are two groups of discrepancy shipment conditions to
which the freight forwarder and/or customer must react:

(a) Materiel Discrepancy. This includes shortages
(including non-receipt) due to incorrect quantity counts, improper pack-
ing/marking, duplicate shipments, incorrect items and damage sustained prior
to shipment or release to the carrier by the origin shipper. The DoD compo-
nent in conjunction with the US supply source or private contractor retains
responsibility for resolving these problems and determining financial respon-
sibility.

(b) Transportation Discrepancy. This includes complete
or partial loss and/or damage caused by the carrier {when properly annotated
on the bill of lading) or freight forwarder. Resolution of transportation
discrepancies depends upon a variety of factors. If the materiel is shipped
on a Government Bill of Lading (GBL) or Commercial Bill of Lading (CBL),
(prepaid or collect) to a freight forwarder and damage and/or loss occurs, the
freight forwarder must file a claim with the carrier. Damage resulting to
materiel shipped to the customer by a freight forwarder must be resolved by
the customer and/or the freight forwarder in a claim action with the carrier.
Damage or loss of materiel while in the custody of the freight forwarder must
be resolved between the customer and the freight forwarder. Such discrep-
ancies will not be subject to reporting to the USG, under paragraph 2.g.(2§
The USG does retain responsibility for processing and filing claims with
carriers for shipments made on GBLs to DoD activities. Benefits of such
claims will be reimbursable to the customer (See Table 8-I11I-3).

(2) Processing Discrepancies. The U.S. Government will
document, process and file claims when shipment moves on GBL to or in care of
a DoD activity, water or MAC aerial terminal. If shipment moves on a GBL to a
freight forwarder or country representative at a commercial port, the U.S.
Government assumes no responsibility for reporting, processing or filing
claims against the carrier. - The purchaser's representatives and freight
forwarder have this responsibility. The purchaser may desire to purchase
insurance in order to minimize potential losses for all material ordered. The
U.S. source of supply or private contractor does retain responsibility for
other discrepancies. These include shortages (including non-receipt) due to
incorrect quantity counts, incorrect items, improper packing/marking, dupli-
cate shipments, and damage sustained prior to shipment release to the carrier
by the original shipper.

(3) Discrepancies identified in paragraph 2.g.(1)(a) must be
documented in accordance with Processing Discrepancy Reports Against Foreign
Military Sales Shipments (DLAR 4140.60, AR 12-12, NAVMATINST 4355.72, AFR
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67-7, MCO 4140.1B) with the Report of Discrepancy (ROD) sent to the DoD
component,

h. Small Parcel Shipments.

(1) Small Parcel Defined. Although basic policy prescribes
consolidation of shipments, it is frequently necessary to ship small items or
packages on an individual basis. More information may be found in Chapter
206, Military Traffic Management Regulation.

(2) Authorized Transportation Modes. Transportation officers
are authorized to utilize either the U.S, Postal Service parcel post facil-
ities or commercial small parcel carrier equivalents,

(3) Use of Commercial Package Carriers. Shipments through
such commercial carriers as United Parcel Service (UPS) may be made when such
shipment mode is responsive and cost-effective. Charges for such shipments
will be assessed the FMS purchaser. Commercial shipments will be addressed to
the agents or representatives specifically designated by the purchaser in the
MAPAD. When shipment is to be via domestic parcel post or commercial package
carrier equivalents, the transportation officer should consult the various
tariffs or package carriers to ensure that the desired service is available
and meets the follow1ng criteria: :

(a) Cost. Shipments will be made at the least cost for
the service required.

(b) - Audit Tra11 The transportation service selected
must provide a proof of entry into the transportation network

(c)’ Speed of Service. The service ‘selected must be
respons1ve to requ1red de11very date and priority.

(4) Proof of Delivery. To preclude extensive DoD component
1nvolvement in FMS claim submissions, small parcel shipments should be made by
traceable means and sufficient records kept to enable proof of delivery.
Insured shipments are authorized, if appropriate. Mode of shipment will be
governed by the cost, evidence of sh1pment, and speed of service requ1rement
criteria. Complete gu1dance for processing FMS RODs 1is provided in DLAR-
4160.60 and this Manual.

(5) Shipments Beyond CONUS.  If movement is directed beyond
-CONUS, international parcel post, if specifically authorized by an FMS case,
may be utilized and the purchaser charged pursuant to DoD 7290.3-M, if a
better means of shipment is not available. As a rule, Military Postal -Service
(MPS) through APO or FPO will not be used for FMS shipments; however, excep-
tions to policy are authorized for classified shipments when the purchaser
does not have approved facilities to receive classified items in the U.S.,
where the sales order specifies delivery in country through the resident U S
Secur1ty Assistance Organization (SAO). Such exceptions will be kept to the
minimum and the cost of such shipments will be assessed to the purchaser.
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i. Use of the Defense Transportation System (DTS).

(1) When Required. Exceptions to delivery policy will be
noted on the LOA on a case-by-case basis and approved by DSAA Operations with
concurrence of OSD/MI&L. Procedures for shipment via the DTS are contained in
the Military Traffic Management Regulation and MILSTAMP, DoD 4500.32R.
Shipment through the DTS to the point indicated for the shipment of the
following types of items is authorized on a reimbursable basis with pricing in
accordance with DoD 7290.3-M:

(a) Hazardous Sensitive Material. Firearms, explosives,
lethal chemicals, and when required certain other hazardous material will be
moved within the DTS or other U.S./DoD-arranged transportation under U.S./DoD
control on a Government Bill of Lading (GBL). To meet these requirements, the
LOA will require, delivery FOB vessel/aircraft, CONUS port of exit delivery
term code 8. The onward movement of these items may be effected by purchaser-
owned or controlled aircraft or purchaser-owned, operated or controlled
surface vessels (see para (c) below).

(b) Oversize Air Cargo. Air cargo of such size that the
item exceeds commercial capability may be delivered to the overseas port of
discharge through the DTS using military aircraft.

(¢) Use of DoD Controlled Ports, FMS material which
requires exceptional movement procedures, such as sensitive and as required
certain hazardous material (as defined in DoD 4500.32-R, Vol, 1, Chapter 2,
paragraph 12-15 Military Traffic Management Regulation Chapter 226 and Title
49 CFR Part 170-179 and 397, and DoD 5100.76M), will be shipped through CONUS
water or aerial port facilities controlied by DoD. A1l material entering the
DTS must be documented under DoD 4500.32-R, Vol. I and Vol. II. This will
require that the terms of delivery of the LOA cite as a minimum, delivery FOB
Vessel/Aircraft, CONUS Port of Exit Delivery Term Code 8.

j. Classified Shipments.

(1) It is the policy of the United States Government to
release classified military information to foreign governments and interna-
tional organizations, when considerations relating to the foreign policy and
military objectives of the U.S. indicate that the national interest will
benefit from such action. Such releases must be consistent with the U.S.
National Disclosure Policy (NDP).

(2) The United States national interest requires that foreign
recipients of U.S. classified military information and materiel provide
substantially the same degree of security protection, to include transmission
and transit storage procedures, given to the same information and materiel by
the Department of Defense.

(3) Classified shipments of FMS materiel usually will be made
within the DTS or by other U.S./DoD-arranged transportation modes which will
provide the required security and enable the U.S./DoD to maintain control and
custody of the materiel until delivery to the purchaser is made. DoD Direc-
tory 5105.38-D (MAPAD), however, lists certain freight forwarders who have
been cleared to receive classified materiel which could be shipped FOB origin
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on a Commercial Bill of Lading (CBL). ‘(See Chapter Five for additional secur-
ity information.)

k. - Discharge of FMS Materiel Moving Through the DTS,

(1) -The 1oca1 U.S. military representative is responsible for
supervision of the discharge at destination of FMS materiel and equipment
moving through the DTS. This responsibility -includes, but is not limited to:

(a) Making arrangements for reception of the cargo,

(b) Assuring the establishment by the purchaser of
adequate procedures for checking the equ1pment and materiel against manifests
and shipping documents,

(c) Providing technical advice regarding proper discharge
of cargo, and

(d) Initiating transportation discrepancy‘ actions and
documents prescribed in AR55-28/NAVSUPINST 4610.33C/AFR 75-18/MCO 4610.19D,
DLAR 4500.15, Reporting of Transportation Discrepancies in Shipments.

: (2) Where there are U.S. military forces positioned or de- -
ployed in areas that are receiving FMS materiel, and where these forces are
supported by U.S. Military Terminal Units or Support Activities, arrangements
may be initiated by the local U.S. military representative who may designate
these units to act as the agent or representative of the Tocal U.S. represen-
tative to accomplish the functions incident to the delivery of FMS materiel to
the recipient country via the DTS.

(3) If comp]1ance with Paragraphs k(1) or (2) above is not.
feasible or possible, the responsibie DoD components will amend all agreements
for FMS materiel to provide that custody shall pass within CONUS and that
transportation support beyond CONUS will be the responsibility of the purchas-
er.

1. Re-delivery Policy and Use of the DTS.

(1) When a DoD component so]itits the buy back of a defense
item from an FMS purchaser, use of the DTS may be authorized if deemed appro-
priate by the cognizant DoD component with funding by that DoD component.

(2) When a DoD component is requested by an FMS purchaser to
buy back previously purchased defense articles, transportation normally should
be arranged and funded by the FMS purchaser . Unsolicited buy backs of sensi-
tive, hazardous and classified cargoes may be moved within the DTS, with
reimbursement from the FMS customer, if deemed appropriate by the cognizant
DoD component.

m. Government Bill of Lading (GBL).

(1) Shipment via GBL is not authorized except when specified
in the LOA and approved by the cognizant DoD component as an exception.
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(2) When the GBL is used, the DoD retains responsibility for
the associated administration of processing claims against carriers or for
obtaining proof of delivery at destination on movements to freight forwarders/
country representatives, military controlled terminals, and commercial ports.

(3) When a GBL is used, the DoD is performing a reimbursable
service for the FMS purchaser and custody must not be construed to mean
retention of title or acceptance by DoD of the risk of loss or damage.

n. Collect Commercial Bill of Lading (CCBL) or Prepaid Shipment to
Freight Forwarder/Country Representatives. This procedure normally will be
used for FMS shipments on movements to freight forwarders and country repre-
sentatives. Purchasers will be informed by the DoD component concerned that
they are responsible for: (1) acceptance and payment of CCBL shipments made in
accordance with DD 1513 terms, (2) providing appropriate insurance coverage
from the point of delivery to the carrier, and (3) in-transit accounting and
settlement of claims against carriers. When shipment cannot be effected by
collect CBL, due to tariff restrictions, refusal of carriers to accept collect
freight shipments, or other reasons, the following are applicable:

(1) Only when the LOA so authorizes may the shipping transpor-
tation office guarantee payment of charges on collect CCBLs, or;

(2) The purchaser representative/freight forwarder may be
requested to make "prepaid" arrangements with the carrier vice "collect."

3. Responsibilities of the U.S. Government.

a. Initiation of Shipments. The U.S. Government will normally
initiate shipments to freight forwarders, country representatives, or the
CONUS Port of Exit in accordance with the transportation instructions inserted
on the LOA.

b. Evidence of Shipment. The U.S. Government is required only to
provide evidence of shipment. Any movement document or receipt, duly signed
by a carrier representative, which shows that the U.S. has shipped or released
the materiel in question to a carrier for shipment to the country's designated
representative, constitutes evidence of shipment. Such documents generally
show the quantity, national stock number, mode, date, transportation control
number, notice of availability number/bill of lading/parcel post insured or
registered number, addressee, vessel, or flight number (to the extent possi-
ble), name of shipper and carrier, etc. This information is essential for
adjudication of Reports of Discrepancy (ROD). If the freight .forwarder has
not received the advance copy of the bill of lading, and proof of delivery to
a carrier is requested, a duplicate of the bill of lading or other appropriate
documents establishing evidence of shipment will be provided to the customer
representative.

c. Proof of Delivery. The term "proof of delivery" is construed
to mean "constructive delivery" (tender of the materiel to a designated
carrier at point of origin). Establishment of proof of delivery to a country
destination is not the responsibility of the U.S. Government under a CCBL.
The U.S. Government can only provide proof of delivery when movement was
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effected within the Defense Transportation System or other transportation
provided under U.S. Government auspices.

d. Materiel Shipment. Shipment of materiel is made by the U.S.
DoD in accordance with the provisions of the implemented case and delivery
term codes therein (including mode of shipment, if specified, and the offer/
release code, at customer expense to the customer representative/freight
forwarder designated in the MAPAD).

e. Processing of Claims. The applicable DoD component will
provide necessary shipping information to assist customer representatives/
freight forwarder in processing claims that may arise for lost or damaged
shipments in the same manner it processes claims for U.S. Government-owned
materiel. On all CCBL shipments, this assistance will be limited to adminis-
trative advice and provision of evidence of shipment and constructive delivery
to the carrier, when requested by the purchaser representative/freight for-
warder. When the discrepancy is determined attributable to the shipper, the
Transportation Office that originated the shipment will initiate action to
recover reparation for losses, damage, or destruction of property incident to
shipment.

f. Liaison Assistance. The DoD components concerned will provide
technical assistance and guidance to purchaser representative/freight for-
warders in order to assist in any manner that will improve the transportation
support in the best interests of the FMS program. Such assistance will
include, but is not limited to, purchaser representative/freight forwarder
orientation in FMS transportation policies and procedures, MAPAD information,
MILSTRIP/MILSTAMP documentation, ROD processing, and resolution of specific
transportation problems incident to U.S./DoD sponsored shipments. It is
emphasized that the DoD components have no intervening authority in resolving
purchaser/freight forwarder disputes or problems, nor in prescribing the
manner in which freight forwarder activities are managed.

4, Responsibilities of the Purchaser. When the purchaser request has
been established as a firm FMS case by acceptance of an LOA, the following
management action should be accomplished by the purchaser:

a. Employment of a Freight Forwarder. If not established, the
service of an international freight forwarder should be employed to accomplish
those actions required to effect movement of FMS materiel to destination. The
responsibilities which the purchaser elects to delegate to the freight for-
warder should be clearly defined in the contract between the parties, and the
action and operations of the freight forwarder, as pertain to the handling of
FMS shipments, should be closely managed by purchaser representatives.

b. Receipt, Handling, and Processing of Materiel. These functions
are the responsibility of the purchaser and are normally accomplished by the
freight forwarder. The purchaser should assure that the freight forwarder has
adequate receiving and storage facilities for processing shipments of various
configurations for onward movement, with materiel handling equipment required
for loading/unloading of commercial carrier conveyances. Specific authori-

zation must be received from the DoD to receive and store classified, hazard-
ous, or sensitive materiel.
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c. Export License. The customer must obtain an Expert License
from the Department of State to authorize lawful export movement of purchased
FMS materiel from the U.S. to the country, whenever the items sold are to be
in the custody of a freight forwarder or other non-governmental party. This
must be among the first management actions accomplished in order to assure
that materiel is not delayed when ready for shipment. When shipments origi-
nate from a third country the purchaser will rormally be required to obtain
the necessary licenses and export documents.

d. Title Transfer. The U.S. Government normally transfers title
to equipment and materiel to the purchaser at the CONUS point of origin where
U.S. Government responsibility terminates. Movement from this point onward to
the country destination is the responsibility of the purchaser.

e. Export Declaration and Customs Clearance. The purchaser must
assure that export declaration (U.S. Department of Commerce Form 7525-V,
Shipper's Export Declaration) are prepared for all FMS shipments and that such
declarations are filed and validated by a Collector of Customs. After the
declaration has been prepared, the shipment must be cleared through U.S. Exit
Customs by submission of documents to the Collector of Customs or Export
Control Officers. These actions are normally accomplished by the freight
forwarder.

f. Transportation. The purchaser is responsible for arranging
onward movement of materiel to destination, either by its own government
carrier or commercial carrier., Cargo space must be obtained from and the
shipment booked with an air or surface commercial carrier, materiel delivered
to and loaded aboard the carrier, and applicable ocean bill of lading, air
waybill, and/or manifests prepared. These actions are normally accomplished
by the freight forwarder.

. Carrier Selection. It 1is the purchaser's responsibility to
clearly designate to the freight forwarder the mode of transportation and type
of carrier desired for onward movement of materiel. Some purchasers prefer
all movement aboard an air or surface carrier of the purchaser's flag regis-
try. However, Public Resolution 17, 46 USC 1241-1, expresses the sense of
Congress that export cargo generated as a result of loans made by Federal
instrumentalities should be carried in U.S. flag vessels. FMS Loan Agree-
ments, both DoD Direct and Federal Financing Bank (FFB) guaranteed, executed
between the United States and foreign governments require that all items
financed with these funds shall be shipped on U.S. flag vessels, unless an
exception has been obtained by the purchaser from the DSAA or the Maritime
Administration of the U.S. Department of Transportation. See Chapter 9 for
detailed instructions on Marine Transportation Waiver Procedures. It is‘ the
customer's responsibility to notify its freight forwarder of the FMS case
identifier related to the LOA utilizing loan funds and of any charges to
accepted offers resulting in the use of loan funds, and to ensure that the
shipment of materiel under these case identifiers is made on U.S. flag ves-
sels., Cargo not purchased with U.S. loans may be moved utilizing purchaser-
owned/operated aircraft or vessels when conditions permit this type of deliv-
ery (i.e., pilot pick-up by country-owned military aircraft or by naval
vessels). In accordance with standard loan terms no loan proceeds may be used
to pay ocean or air freight costs of carriage of defense items on vessels or
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aircraft of non-United States Registry, nor may such standard loan terms be
waived.

h. Overseas Customs Clearance. Upon receipt of formal documenta-
tion, the purchaser 1s responsible for effecting overseas customs clearance of
all FMS materiel through its customs agencies upon receipt at the aerial or
water port of discharge, and for arranging delivery to the appropriate desti-
nation. ‘

i. Notice of Availability (NOA). If the authorized offer/release
code specifies that the freight forwarder/country representative will be
notified when materiel is ready for shipment, the purchaser will assure that
the freight forwarder responds promptly to each NOA requesting shipping
instructions. This will preclude undue holding and storage at the point of
origin and will facilitate timely and orderly flow of materiel to the freight
forwarder. Delays in response to NOA cause storage problems at origins and
may result in storage charges to the purchaser.

j. Payment for Transportation Services. Many U.S. domestic car-
riers are reluctant to accept shipments on a commercial collect basis due to
difficulty experienced in collecting freight charges, or are prohibited from
accepting collect shipments for export due to carrier tariff bureau restric-
tions. The purchaser will assure that the freight forwarder effects prompt
settiement of these freight charge accounts, through payment of charges upon
delivery or establishment of credit arrangements with delivering carriers.
The purchaser may consider the establishment of a specific address for payment
of transportation charges in accordance with DoD 5105.38-D (MAPAD).

k. Follow-Up on Shipping Status. When the materiel manager
furnishes shipping status, and materiel has not been received, the purchaser
is responsible for conducting its own tracer action. Such action should be
directed to the purchaser's freight forwarder to determine if the item has
been received. If the item has been received and transshipped by the freight
forwarder, it should be traced to the addressee. If the item has not been
received by the freight forwarder, a request for shipping information should
be sent to the activity from which shipment status was received to ascertain
evidence of shipment. That activity will provide a copy of the bill signed by
the carrier and all shipping information such as Transportation Control Number
(TCN), bi11 of lading number, carrier, date of shipment, etc. Further follow-
up should then be made to the freight forwarder to ascertain if the item has,
in fact, been received. If the item is still missing, the purchaser should
assure that the freight forwarder either starts tracer action with the carrier
to locate the materiel, obtains proof of delivery, or makes a claim against
the carrier for loss of the shipment on behalf of the purchaser.

T. Claims_for Loss or Damage. The purchaser should assure that
the freight forwarder can place claims for loss or damage of FMS materiel
while in custody of the carrier, and that the purchaser is credited with an
amount recovered. RODs covering shortages (non-receipt) should be submitted
by the purchaser to the freight forwarder for review and response prior to
submitting them to the appropriate DoD Component's Security Assistance Organi-
zation,
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m. Claims Against the DoD for Incorrect Shipment. The purchaser
agrees by acceptance of the LOA, to provide complete and timely supporting
documentation for claims, if any, against DoD for those alleged improper or in
complete shipments which are not the responsibility of commercial carriers.

n. Reparable Return Materiel. All materiel returned to the U.S.
Government for repair and return (repair, overhaul, servicing, etc.) should
normally be shipped at purchaser expense and handled outside the Defense
Transportation System (DTS) unless use of the DTS is authorized on the LOA.
Shipments are normally moved through the freight forwarder, who is responsible
for clearing the shipment through U.S. Customs and transshipping materiel
prepaid to the designated CONUS repair facility. The purchaser should assure
that all such reparablie shipments are accompanied by appropriate shipping
documents and a customs declaration, and that the purchaser's freight for-
warder has the capability for receiving and transshipping such materiel.

o. Insurance. Unless a purchaser is self-insured, commercial
insurance should be obtained to provide coverage against loss and damage of
property, injury to or death of persons, or other transportation risks incur-
red while the purchaser's property is in custody of the freight forwarder,
aboard any carrier, or transiting any port facility. This includes shipment
of reparable materiel. It is recommended that any commercial insurance be
placed with United States private firms, to the extent possible. Freight
forwarders will normally be covered for liability insurance against injury or
death of persons. Purchase of separate liability insurance by the customer
would be a duplication.

p. Updating Military Assistance Program Address Directory (MAPAD).
This is a directory of purchaser representatives and freight forwarder addres-
ses and codes ("Ship to," "Mark for") used by DoD shipping activities. It is
essential that the purchaser maintain this directory in current status to
assure delivery.

5. Responsibilities of the Freight Forwarder,

a. General. The services of an international freight forwarder
are procured under contract by the purchaser for the purpose of receiving,
processing, and transshipping FMS materiel. The purchaser is responsible for
negotiating with the freight forwarder for services and for management of the
functions related to handling of FMS materiel. The U.S. Government has no
jurisdiction, nor responsibility for, accomplishing these functions. This
paragraph lists actions and responsibilities considered by the U.S. Government
as essential to provide the purchaser with the most effective transportation
support required for delivery of its FMS materiel. Requirement of these
services and delegation of responsibility for accomplishment are entirely at
the discretion of the purchaser. The freight forwarder should be provided
appropriate export and import licenses for all FMS cases for materiel expected
to be handled.

b. Warehousing and Storage Facilities. Adequate warehousing
facilities should be available for segregated receipt, processing, and tem-
porary storage of materiel from the time of delivery from one carrier until
transshipped by another. Suitable materiel handling equipment is required for
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off-loading and loading commercial carrier equipment. This is required since
most shipments will be offer release coded "A" for automatic release/shipment.

c. Receipt or Staging of Materiel. When materiel is delivered by
the commercial carrier, inspection should be made immediately to assure that
the number of pieces and identification of materiel corresponds with items
listed on the shipping documents. If there is shortage, damage, or pilferage,
the transportation documentation should be annotated accordingly to substan-
tiate claim action against the carrier. If there are discrepancies, hold the
materiel in a designated area, pending resolution of claim action. If the
shipment checks out with no apparent discrepancy, the carrier will be released
and materiel moved to staging area or designated collection point for further
processing.

d. Processing Materiel for Transshipment. The processing of
materiel for onward delivery should inciude, but not be limited to, the
following: .

(1) Advance Copies of DD Form 1348-1.

(a) Hold advance copies of DD Form 1348-1 and DD Form 250
jn suspense file pending receipt of materiel.

(b) Match the advance copies of DD Form 1348-1/DD Form
250, or those received after receipt of materiel, with the actual case con-
tract (i.e., items ordered) or with documentation received with the shipment,
by TCN/document number, stock number, quantity, case number, "Mark for"
address, or any other element of identification that will assure that shipment
received is fully identified with an appropriate FMS case and actually des-
tined for movement to the purchaser represented.

(2) Discrepancies. Document matérie] discrepancies on Stan-
dard Form 364, Report of Discrepancy (ROD) for submission to the customer
representative.

(3) Marking Verification. Examine exterior markings on the
shipping containers to ascertain that markings are correct and adequate to
fully identify the shipment upon receipt of the materiel by the requisitioner
at the destination.

(4) Documentation. Assure that the accompanying documents
remain intact in the Packing List Envelope affixed to the exterior of the
-containers to facilitate ready identification and processing by the in-country
recipient. Appropriate documentation should be prepared for each shipment,
j.e., bills of lading, air waybills, air or ocean manifests, customs declara-
tion and clearance documents, or other required documentation.

(5) Shipping Container Adequacy. Examine all shipping con-
tainers for adequacy to withstand handling, storage, and movement risks
incurred for the air or surface over-ocean type of transportation selected.

(6) Recooperage. Repackage, recrate, or reinforce inadequate
containers. The freight forwarder should have a recooperdge capability in
connection with the processing facility for accomplishing these actions,
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Although an export pack is prescribed for FMS shipments, some shipments may be
domestic pack for CONUS delivery only, or small parcel post shipment may not
conform with export packaging specifications. Some packages may burst open,
be crushed, or weakened due to rough handling but with no apparent damage to
contents. When, in the opinion of the freight forwarder, the shipment will
not withstand further handling and over-ocean movement, it should be repack-
aged. This is normally a freight forwarder service to provide adequate onward
protection to the property, and the purchaser is responsible for any legiti-
mate costs.

(7) Package Consolidation. Small packages should be consol-
idated into larger containers, by case, priority, and final destination, to
the extent possible. The new shipping container should have proper markings
for identification at destination.

(8) Priority Transportation. Packages marked for priority
delivery normally should be air transported. :

e. Containerization. Cargo should be loaded in Seavan or Sealand
type containers to minimize loss, damage, and pilferage, if the freight
forwarder or the purchaser at the overseas port of discharge can offload from
containers and forward cargo to its destination. A complete 1listing of all
shipments containerized should be provided.

f. Transportation Arrangements.

(1) Bcok Cargo Space. Cargo space should be obtained and
shipment booked with the selected air or surface carrier.

(2) Delivery to Carrier. Cargo should be delivered to.and
loaded aboard the air or surface carrier,

(3) Documentation. A1l movement documentation should be
provided upon tender of the shipment to the designated carrier. When materiel
has been loaded aboard the carrier, copies of all documentation should be sent
to the purchaser as expeditiously as possible.

(4) Sensitive, Hazardous or Classified Materiel. Arrange with
all shippers to have customer representative on hand to sign, at the site of
or aboard ship or plane, for sensitive, applicable hazardous cargo, or clas-
sified cargo that is marked for Delivery Term Codes 3 and 8.

(5) Shipment via U.S. Carrier. Arrange for shipment via U.S.
flag vessel when materiel to be shipped has been identified as being funded
under a loan arrangement. '

g. ustoms Clearance.

~

(1) U.S. Department of Commerce Form 7525-V. Export declara-

tion (U.S. Department of Commerce Form 7525-V, Shipper's Export Declaration)
must be prepared for all FMS shipments (except DTS).

(2) Customs Clearance. After .the declarvation has been pre-
pared, exit customs clearance must be effected by submission of documents to
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the Collector of Customs or Export Control Officers. . Assistance should be
rendered to the purchaser in the provision- of documentation to effect clear-
ance through the purchaser customs agencies. Customs clearance is -addressed
further in Chapter 5, Section IV, this Manual.

(3) Bills of Lading. The freight forwarder is responsible for
obtaining and submitting bills of lading connected with the export and attend-
ing to certain other formalities, such as consular invoices, certificates of
origin, and other required documents.

(4) Reporting to Department of Commerce. All export of FMS
materiel will be reported to the U.S. Department of Commerce as required by
federal statute.

h. Payment for Transportation Services. When FMS materiel is
shipped to the freight forwarder on a CCBL, prompt settlement of freight
charge accounts should be effected. This should be through payment of charges
upon delivery or establishment of credit arrangements with delivering carri-
ers.

i. Claims. The freight forwarder/country representative is
responsible for filing claims against commercial carriers on behalf of the
purchaser for loss, damage, shortages (non-receipt), and pilferage of materiel
while in their custody. The purchaser will be credited with any reparation
claim action. '

j. Return of Reparable Materiel. There should be the capability
to receive materiel returned from the purchaser for repair, overhaul, or
servicing, clear it through U.S. Customs, and forward it prepaid to the
designated CONUS repair facility. After repair, materiel will be shipped to
or through arrangement of freight forwarder in accordance with normal delivery
procedures.

k. Insurance. Commercial insurance coverage should be provided
for protection of all purchaser-owned FMS materiel while in custody of the
freight forwarder, aboard any carrier, or transmitting any port facility
unless the purchaser is a self-insurer.

1. Notice of Availability (NOA). If the offer/release code
specifies prior notification when materiel 1s ready for shipment, the freight
forwarder should provide expeditious response to each NOA requesting shipping
instructions. Any alternate shipping instructions, such as a different
carrier mode, shipping address, port or consignee other than that specified in
the MAPAD, will be observed. Instructions for holding the materiel until a
specified future delivery or until availability of a vessel will not ordinari-
ly be honored, as the DoD shipping activities should not be used as storage
facilities for the convenience of freight forwarders or the purchaser. Items
held for over 15 days are subject to a U.S. Government storage charge.

m. Tracer Action. Every assistance possible will be provided the
purchaser on follow-up tracing of specific materiel shipments. The purchaser
should be provided all receipt and transshipment data. If no record of
receipt is indicated and the purchaser provides evidence of shipment from the
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shipping activity, tracer action will be 1n1t1ated with the carrier and the
purchaser informed of findings.

n. Multiple Delivery Addressees. Shipments will be made only to
the single address specified in the MAPAD or in the official response to the
NOA. Delivery is authorized only to the consignee indicated on the bill of
lading. Any further reconsignment, diversion, storage, or other deviation
directed by a freight/forwarder that results in additional costs will be at
the freight forwarder/purchaser expense.

o. Discrepancy Reporting. The purchaser representative will
advise by means of SF Form 364, Report of Discrepancy (ROD) of any discrepant
shipments, 1i.e., misaddressed shipments, erroneous documentation, faulty
marking that precludes identification, or any other discrepancy that appears
to be the responsibility of the USG. Faulty packaging will be reported with
pictures if possible, to accompany the SF 364. The purchaser representatives
will take action with the appropriate MILDEP security assistance activity.

p. Pilot Pick-up of Materiel. When the freight forwarder is
advised that a purchaser-owned/operated aircraft is scheduled into the CONUS
to pick-up purchaser-owned property from the freight forwarder, arrangements
should be made with the DoD Aerial POE for loading the purchaser's aircraft.
Materiel will be transported at freight forwarder expense Free-Along-Side
(FAS) the aircraft. Any loading, off-loading, or handling services performed
by DoD personnel will be reimbursed by the purchaser. If storage of materiel
is necessary prior to loading date/time, off-base storage facilities will be
required. Under no circumstances will U.,S. military facilities or personnel
be used for storage and handling of purchaser-owned property, or loading/
unloading of the purchaser aircraft, unless specifically authorized by the
applicable Military Department and funding is arranged.

0. Administrative Responsibility. The freight forwarder is
responsible for accurate files on all FMS transactions. This includes, but is
not limited to, due-in files, advance shipping documents, NOA and response,
receiving documents, shipping manifests, bills of lading, customs clearance
documents, tracer actions, claims actions, container listings, accurate .
listings of reimbursable expense, invoices, and other documents or correspon-
dence related to the shipments., Sufficient information should be on file to
respond to query of the customer on any shipment.

r. Reporting System. A reporting procedure should be devised by
the freight forwarder to keep the purchaser representative advised of the
current status of FMS shipments. The system should include advance notice of
shipments due-in, receipt of shipment, processing status, anticipated forward-
ing date, vessel name, voyage number, itinerary, and estimated date of arrival
at port of discharge. When shipments identified to a spec1f1c case, this will
enable the purchaser to plan the receipt in advance and minimize the neceSSIty
of tracking individual shipments.

s. Control of Shipments. The freight forwarder should maintain
complete visibility control over each FMS shipment, from the date of receipt
from the carrier, through processing and staging, until finally shipped to the
purchaser., This will provide the location and status of the shipment in the
system at all times and facilitates immediate response to any query concerning
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the materiel. In effect, the freight forwarder acts as a traffic manager for
the movement of FMS materiel for the purchaser.

t.  Notice of Address Change for MAPAD. " This is the only source
‘d1rect1ve in use by DoD shipping activities to determine current shipping
addresses. The freight forwarder should immediately advise the purchaser
representative when any address for receipt of materiel or documentation is to
be changed, preferably 60 days in advance of the change. This will enable the
purchaser representative to initiate action with Defense Automatic Addressing
System Office (DAASO) to have the revised addresses immediately disseminated
to shipping activities ‘and published in the MAPAD, Direct requests from the

freight forwarder to shipping activities for address changes are not author-

ized. It 1is important that address changes be made’ 1mmed1dte1y to. keep the
MAPAD current and preclude m1sd1rected sh1pments.
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REPORT ON PRICE AND DELIVERY SCHEDULE CHANGES - DSAA(Q) 1123

FOREIGN MILITARY SALES CASES

COUNTRY AS OF
PART 1 - PRICE CHANGES
ORIGINAL REVISED CURRENT DATE 1513-2
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FOREIGN MILITARY SALES CASES

COUNTRY AS OF

PART II - DELIVERY SCHEDULE CHANGES
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EXPLANATORY REMARKS
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Africa

Botswana
Kenya
Liberia

Europe

Austria

Belgium

Denmark

France

Germany (Federal
Republic of)

Greece

Iceland

Ireland

Italy

Luxembourg

Far East

Australia
Burma
Brunei
Indonesia
Japan
Korea

TABLE 8-III-1

DoD 5105.38-M

FOREIGN COUNTRIES AND INTERNATIONAL ORGANIZATIONS AUTHORIZED

RECEIPT OF DLA EXCESS PROPERTY LISTINGS

Sudan
Zaire

Malta
Netherlands
Norway
Portugal

Spain

Sweden
Switzerland
Turkey

United Kingdom
Yugoslavia

Malaysia
New Zealand
Philippines
Singapore
Taiwan
Thailand

International Organizations

COUNTRIES
Near East and South Asia
Bahrain Pakistan
Bangladesh Qatar
Egypt Saudi Arabia
“India Sri Lanka
Israel (Ceylon)
Jordan Tunisia
Kuwait United Arab
Lebanon - Emirates, The
Morocco Yemen Arab Rep.
Nepal
Oman
Western Hemisphere

Bahamas Honduras
Barbados Jamaica
Brazil Mexico
Canada Panama
Colombia Paraguay
Costa Rica Peru
Dominica St Lucia
Dominican Rep. St Vincent
Ecudaor Trinidad and
Guatemala Tobago
Haiti Uruguay

Venezuela

NATO (North Atlantic Treaty Orgahization and its agencies)

‘ TABLE 8-ITI-1,

8-37

Foreign Countries and International Organizations Authorized
Receipt of DLA Excess Property Listings.
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DoD 5105.38-M

“TABLE 8-1I1-2 ‘

POTENTIAL SOURCES FOR LISTING OF FREIGHT FORWARDERS

American Import & Export Bulletin
North American Publishing Company
41 East 42nd Street

New York, New York 10017

Shipping Digest, Inc.
25 Broadway
New York, New York 10004

Department of Transportation
400 Seventh Street SW
Washington, DC 20590

National Customs Brokers & Forwarders
of America, Inc.

One World Trade Center, Suite 1109

New York, New York 10048 '

Civil Aeronautics Board
1825 Connecticut Avenue NW
WashingtOn, DC 20428

TABLE 8-111-2., Potential Sources for Listings of Freight Forwarders. .
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TABLE 8-I1I-3

DoD 5105.38-M

FINANCING REPORTS OF DISCREPANCY

WHEN THE U.S. GOVERNMENT IS LIABLE

A. GUIDELINES ON THE SOURCE OF FUNDING FOR PAYMENT OF VALID CLAIMS

1. Information,

The following are guidelines regarding the source of

funding for payment of valid claims related to FMS shipments when the U.S.
Government is found liable.

Mature of
Discrepancy

FMS Admin-
istrative Funds

U.S. Government
Appropriations/Funds

1. Defective or Defi-

cient Materiel (item

deficiency)

a. From Procure-
ment**

b. From Stock .

2. Damaged Materie]*

a. From Procure-
ment**

Not applicable, except
in cases where U.S.
action or inaction
causes inability of the
FMS customer to obtain
satisfaction from the
contractor,

Transportation of mater-
iel for rework or dispo-
sal, or, if more cost
effective,