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DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, D.C. 20301 

, , 1 March 1986 

In reply refer to: 
Transmittal No. 6 
DOD 5105.38-M 

MEMORANDUM FOR RECIPIENTS OF DOD 5105.38-M, SECURITY 
ASSISTANCE MANAGEMENT MANUAL (SAMM) 

SUBJECT: SAMM Change 6 Transmittal 

The attached revised material updates the basic publication. 

Make the appplicable change to the SAMM in accordance with the 
attached list of changes by inserting new pages. 

This change is effective 1 March 1986. 

Attachments 
1. List of Changes 
2. List of Effective Pages 
3. List of material incorporated 

within Change 6 
4. SAMM Update pages 

/htP~ 
p~?~ C. GAST 
LIEUTENANT GENERAL, USAF 
DIRECTOR 
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LIST OF CHANGES 

Remove and insert the following portions/pages of your current SAMM: 

REMOVE 

vii through xx 
2-19 through 2-20 
3-5 through 3-6 
4-1 through 4-2 
4-5 through 4-6 
5-9 through 5-17 
6-9 through 6-12 
6-23 through 6-24 
7-2.1 through 7-14 
7-29 through 7-30 
7-41 through 7-46 
7-59 through 7-60 
7-65 through 7-66 
7-69 through 7-70 
7-87 through 7-134 
8-1 through 8-2 
8-9 through 8-14 
8-51 through 8-64 
9-1 through 9-67 
10-3 through 10-4 
10-25 through 10-26 
10-29 through 10-30 
[Nothing] 

. 11:1 through 11-2 
[Nothing] 
14-15 through 14-16 

15-73 through 15-74 
A-I through A-4 
0-5 through 0-8 
0-11 through 0-12 
0-17 through 0-18 
0-21 through 0-22 
0-33 through 0-34 
0-39 through 0-40 
E-1 through E-2 

INSERT 

vii through xx 
2-19 through 2-20 
3-5 through 3-6 
4-1 through 4-2.2 
4-5 through 4-6 
5-9 through 5-20 
6-9 through 6-12 
6-23 through 6-24 
7-2.1 through 7-14 
7-29 through 7-30 
7-41 through 7-46 
7-59 through 7-60 
7-65 through 7-66 
7-69 through 7-70 
7-87 through 7-144 
8-1 through 8-2 
8-9 through 8-14 
8-51 through 8-65 
9-1 through 9-80 
10-3 through 10-4.2 
10-25 through 10-26.2 
10-29 through 10-30.2 
10-67 through 10-70 
11-1 through 11-2.2 
13-17 through 13-20 
14-15 through 14-16 
15-73 through 15-74 

A-I through A-4 
0-5 through 0-8.2 
0-11 through 0-12 
0-17 through 0-18 
0-21 through 0-22 
0-33 through 0-34 
0-39 through 0-40 
E-l through E-2.2 
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LIST OF EFFECTIVE PAGES 

Chapters Page Numbers 

000 5105.38-M 

Date of 
Latest Revision 

Table of Contents •••••••••••••••• vii through xx~ •••••••••••• 1 Mar 86 

1 ••••••••••••••••••••••••••••• 1-1 through 1-2 •••••••••••• 1 Apr 84 (Initial) 
1-3 through 1-4 •••••••••••• 10 Jan 85 
1-5 •••••••••••••••••••••••• 1 Apr 84 (Initial) 

2 ••••••••••••••••••••••••••••• 2-1 through 2-2 •••••••••••• 1 Apr 84 (Initial) 
. 2-3 through 2-4 •••••••••••• 1 May 85 

2-5 through 2-6 •••••••••••• 1 Apr 84 (Initial) 
2-7 through 2-18 ••••••••••• 1 May 85 
2-19 through 2-20 •••••••••• 1 Mar 86 
2-21 through 2-22 •••••••••• 1 Apr 84 (Initial) 

3 ••••.•••••••••••••••••••••••• 3-1 through 3-2 ••••••••.•••• 1 Apr 84 (Initial) 
3-3 through 3-4 •••••••••••• 1 May 85 
3-5 through 3-6 •••••••••••• 1 Mar 86 
3-7 through 3-10 ••••••••••• 1 May 85 

4 ••• ~ ••••••••••••••••••••••••• 4-1 through 4-2.2 •••• ~ ••••• 1 Mar 86 
4-3 through 4-4 ••••.••••••• 1 Apr 84 (Initial) 
4-5 through 4-6 •••••••••••• 1 Mar 86 

5 .••...........•••.......•••.• 5-1 through 5-8 ••..••...... 1 May 85 
5-9 through 5-20 ••••••••••• 1 Mar 86 

6 ••••••••••••••••••••••••••••• 6-1 through 6-2 ••••••••.••• 1 Apr 84 (Initial) 
6-3 through 6-6 •••••••••••• 1 May 85 
6-7 through 6-8 •••••••••••• 1 Sep 85 
6-9 through 6-12 ••••••••••• 1 Mar 86 
6-13 through 6-14 •••••••••• 1 Apr 84 (Initial) 
6-15 through 6-16 •••••••••• 1 May 85 
6-17 through 6-20 •••••••••• 1 Apr 84 (Initial) 
6-21 through 6-22 •••••••••• 1 Sep 85 
6-23 through 6-24 •••••••••• 1 Mar 86 
6-25 through 6-27 ••••••••• r l0 Jan 85 

7 ......•........••............ 7-1 through 7-2 ..••....•••. 1 Sep 85 
7-2.1 through 7-14 ••••••••• 1 Mar 86 
7-15 through 7-28 •••••••••• 1 Sep 85 
7-29 through 7-30 •••••••••• 1 Mar 86 
7~31 through 7-32 •••••••••• 2 Jan 85 
7-33 through 7-34 •••••••••• 1 Sep 85 
7-35 through 7-40 •••••••••• 2 Jan 85 
7-41 through 7-46 •••••••••• 1 Mar 86 
7-47 through 7-52 •••••••••• 2 Jan 85 
7-53 through 7-54 •••••••••• 1 May 85 
7~55 through 7-58 •••••••••• 2 Jan 85 
7-59 through 7-60 •••••••••• 1 Mar 86 

(Continued on next page.) 
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7 (Continued) •••••••••••••••• 7-61 through 7-64 •••••••••• 2 Jan 85 
7-65 through 7-66 •••••.•••• 1 Mar 86 
7-67 through 7-68 •••••••••• 2 Jan 85 
7-69 through 7-70 •••.•••••• 1 Mar 86 
7-71 through 7-74 •••••••.•• 2 Jan 85 
7-75 through 7-78 ••.••••••• 1 May 85 
7-79 through 7-80 •••••••••• 10 Jan 85 
7-81 through 7-86 •••••••••• 2 Jan 85 
7-87 through 7-144 ••••••••• 1 Mar 86 

8 ••••••••••••••••••••••••••••• 8-1 through 8-2 •••••••••••• 1 Mar 86 
8-3 through 8-4.4 •••••••••• 1 Sep 85 
8-5 through 8-6 •••••..••••• 10 Jan 85 
8-7 through 8-8 ••••••••••.• 1 Sep 85 
8-9 through 8-14 ••••••••••• 1 Mar 86 
8-15 through 8-34 •••••••••• 2 Jan 85 
8-35 through 8-36 •••••••••• 1 Sep 85 
8-37 through 8-38 •••••••••. 1 May 85 
8-39 through 8-40 •••••••••• 2 Jan 85 
8-41 through 8-42 •••••••••• 1 May 85 
8~43 through 8-44 •••••••••• 2 Jan 85 
8-45 through 8-50 •••••••••• 1 Sep 85 
8-51 through.8-65 •••.• : •••• 1 Mar 86 

9 ••••••••••••••••••••••.•••••• 9-1 through 9-80 ••••••••••• 1 Mar 86 

10 •••••••••••••••••••••.•••.•••• 10-1 through 10-2 •••••••••. 1 Sep 85 
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(Continued on next page.) 
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SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM) 

FORMAL CHANGE NO.6 INCLUDES THE FOLLOWING INFORMATION: 

~INTERIMCHANGESINCQRPORATED: 

Number 

86-03 

86-02 

86-01 

85-26 

85-25 

85-24 

85-23 

Subject 

Chapter 7, Section III, Figure 7-ill-2, "Contract Administration Reciprocal 
Agreements" -- Under Germany, insert "Germany, 6 December 1985, Con­
tract Audit." [DSANOPS-E Msg. 060021Z Feb 86] 

Chapter 7, Section II, Table 7-II-6, "Additional Terms and Conditions -- Safe­
guards for Contractor Personnel," paragraph E.3. -- the wording of the last 
two lines of this paragraph were changed as follows: " ... applicable over­
head and G and A, but excluding profit, out of national funds (not FMS Credit 
or MAP funds) to be provided by the GO_ under this LOA." Tables 7-II-3, 
"Additional Terms and Conditions - Aircraft," and Table 7-II-4, "Additional 
Conditions - Aircraft Ferrying (purchaser-Owned)" -- paragraph G of both 
tables, concerning splits in crews, was rewritten. [DSAA/OPS-E Msg. 
111725Z Feb 86] 

Section 118 ofP.L. 99-83 amended Section 36(b) of the AECA, effective 1 
Oct 85, by initiating a new Congressional reporting requirement regarding 
enhancements of the sensitivity of technology or system capabilities previously 
described in a prior Congressional certification and establishing a new certi­
fication requirement when net costs of an enhancement reach Section 36(b)(1) 
dollar thresholds. This SAMM change provided revised policy and proce­
dures to implement the amendment. Changes were made throughout Chapter 
7, Section N. [DSAA/COMPT-FMSCD Msg. 281437Z Jan 86] 

Chapter 7, Section III, paragraph M.4. was amended to include a new subpar­
agraph M.4.e. The revision clarifies the responsibilities and procedures for 
follow-up action when customer-signed FMS cases (DD Form 1513) and 
amendments (DD Form 1513-1) are not accompanied by initial deposits 
required by WA General Condition D.l. for formal acceptance of the casl~ or 
amendment. [DSANCOMPT-FMD Msg. 07OO36Z Dec 85] 

Chapter 5, Section III. A new subparagraph B, "Compilation of FMS Case 
Level Data," was added. [DSANCOMPT-DMD Msg. 070035Z Dec 85] 

Chapter 7, Section II. In conjunction with current efforts to streamline the 
foreign military sales system, the DSAA coordination and countersignature 
process for Letters of Offer (DD 1513s), Amendments (DD 1513-1s), Modifi­
cations (DD 1513-2s), and Letters ofIntent (DD 2012s, DD 2012-1s, and DD 
2012-2s) was modified. [DSANCOMPT-FMSCD Msg. 082017Z Nov 85] 

Chapter 7, Section I, paragraph C.l.b., "Channels of Submission of LOR," 
and paragraph C.3., "Coordination of Requests for P&R, P&A or an WA," 
were revised. Section II, paragraph c.l. was revised as follows: "Consistent 
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85-22 

85-21 

85-20 

85-19 

85-18 

DOD 5105.38-M 

with the provisions of Chapter 7, Section I, paragraph C.l.b., the DOD com­
ponent should proceed with the development of the LOA upon receipt of the 
LOR from an FMS customer, American embassy, or Security Assistance 
Organization (SAO)." [DSAA/OPS-E Msg. 010057Z Nov 85, 171543Z Jun 
85, and 242335Z Jun 85] 

Appendix D. "Code L, Defense Audio Visual Agency (DA V A)," was deleted 
from paragraphs C.14.b. (Change Originator Code--1200 System) and C.51. b 
(Implementing Agency Code--1200 System). Changes were also made in 
paragraphs C.34.(DSAA Waiver--lOOO System), C.78. (Requirements Prior­
ity Code--lOOO System), and C.lOi. (Worksheet Control Number (WCN)--
1000 System). Paragraph C.103. (Waiver Codes--lOOO System) was deleted 
entirely. Table D-7 (Generic Codes--All Systems) was revised. [DSAN 
COMPT-DMD Msg. 152138Z Oct 85] 

Chapter 14, Section II, paragraph D.4., was replaced in its entirety with a new 
paragraph entitled "Coproduction Program Financed with FMS Credit Funds." 
[DSANOPS-E Msg. 301733Z Sep 85] 

Chapter 7, Section IV, paragraph D.3. (Submission of Supporting Data) was 
revised. [DSANOPS-E Msg. 092215Z Sep 85 and 171543Z Jun 85] 

Chapter 4, Section I. A new paragraph C. (Materiel Requirements Surveys) 
was added to the end of this section~ [DSAA/OPS-E Msg 071852Z Sep 85] 

Chapter 8, Section V. A new paragraph A.12. (Shifts of Case Value between 
Cases) was added. Paragraph C.3.c., concerning shifts of case value from 
one FMS case to another by concurrent modification, was revised. 

MISCELLANEOUS INFORMATION INCORPORATED: 

Chapter 2: Section IV, paragraph A.8.b. was revised to add "(except maritime law enforcement 
or international narcotics control is prohibited)" at the end of the paragraph. 

Chapter 5: Section IV, "Export License and Customs Clearance Guidance for Foreign Military 
Sales Customers," was rewritten. [DSAA Memo 1-00099/86 of 6 February 1986] 

Chapter 7: Section II, paragraph C.2.13.b. contains revised guidance on "Receipt and Record­
ing of Acceptance." The words "or refunds" was added to Section II, paragraph M.4.e. 

Chapter 8: Updated Defense Property Disposal Service to Defense Reutilization and Marketing 
Service. 

Chapter 9: Changed to incorporate the new commercial contract guidelines which became 
effective on 9 October 1985. (Reprinted the entire chapter.) 

Chapter 10: Section I, paragraph D.l.l. was revised to incorporate guidance on police training 
certifications, initially addressed in DSAA Msg. 072101Z Nov 85. Paragraph F.5.c. ("Guest 
Instructors ... ") was expanded to include a new subparagraph (1), and a new paragraph K.7. on 
"Training Analysis Codes" wa1i added. Section II contains a new Table 10-11-4 (Training Analysis 
Codes). ~ new Section III, "Reciprocal Exchange Training," was added. 
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.. aLI ..... 11: Section I, paragraph A.2., concerning MAP financed LOAs for defense services is 
new, and was initially addressed in DSAA Msg. 301732Z Sep 85. The earlier paragraph A.2. was 
renumbered as A.3. 

Chapter 13: A new Section III, "DSAA Financial Management Review Program" was added. 

Chapter 15: Section IV, paragraph E.1. contains revised guidance concerning the schedule 
associated with the Training MASL. 

Appendix A: Added/updated abbreviations and acronyms. 

Appendix D: The NATO Maintenance and Supply Agency - Weapons (NAMSA-Weapons) was 
added to Table D-5. 

Appendix E: Paragraph C, "Reporting Instructions," was revised. 

~: In addition, minor administrative corrections were made on various pages, 
and other pages are included due to repagination. 
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a. The FAA prohibits using funds authorized under the Act to 
conduct any police training or related programs either in a foreign country, 
or in the United States. All military assistance, not just training, is 
subject to this prohibition. 

b. "Police" training in the context of the FAA prohibition in­
cludes military police as well as civilian police, if the military police 
perform on-going civilian law enforcement functions. Neither the name qiven 
to a unit nor the ministerial authority under which it operates is sufficient 
to determine whether a particular unit is a "police unit." The determining 
factor is the nature of the functions ~erformed by the unit. Assistance in 
foreign countries for any phase of civi ian law enforcement (except maritime * 
law enforcement or international narcotics control) is prohibited. * 

c. The AECA does not prohibit police training or related ~rograms. 
However, prior DSAA approval shall be obtained before offering t ;s type 
defense article or service through foreign military sales procedures. 

d. If the DSAA authorizes foreign students to attend military 
eolice training, foreign government must certify that the students will not be 
lnvolved in any civilian law enforcement functions for at least two years 
after receiving the training. 

e. "Law enforcement" includes apprehension and control of politi;.. 
cal offenders and opponents of the government in power (other than prisoners 
of war), as well as persons suspected of common crimes. 

f. The prohibitions discussed above do not apply to units that 
have the sole function of that aspect of internal securit~ which may involve 
combat operations against insurgents or legitimate self-efense of national 
territory against foreign invasion, whether or not the unit is called "pO_ 
lice." 

g. If some personnel from a smaller unit within a larger unit that 
is eligible for assistance are detailed to on-going civilian law enforcement 
functions, then· just the smaller unit will be prohibited from receiving grant 
support under the Foreign Assistance Act. However, no grant funds may bf~ used 
in any program of ; nterna 1 ; nte 11; nence or survei 11 ance on behalf, of any 
foreign government either within the nited States or abroad. 

h. Antiterrorism and Counterterrorism trainin may be requested 
through the Department 0 tate ttentlon: an 7SAS) using United 
States Embassy channels. The DSAA should be informed of any request for 
antiterrorism or counterterrorism training. 

i. Limited military intelligence trainin~ is available. The scope 
of this type training shall be limited to training t at is directl~ related to 
combat or 0eerational intelligence or intelligence manafement 0 combat or 
operational lntelligence at the joint military staff leve. In case of doubt 
about whether or not a particular course or type of training falls into one of 
these two categories, obtain a clarification from the DSAA. 

j. Defense articles, defense services and traininq will not be 
sold or leased to foreign organizations or personnel under the AECA unless 
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they are part of the national defense estahlishment, under the direction and 
control of the ministry responsible for defense matters. 

k. Requests for training for foreign ~ersonnel (or units) that are 
not part of the Defense Ministry must be directe to the Department of State 
and to the Agency of International Development through United States Embassy 
channels. The DSAA and relevant Military Department should be informed of the 
request. 

1. Prior DSAA approval must be obtained for the sale or lease of 
defense arti cl es, defense servi ces, or training to forei gn organizati ons or 
personnel if they are engaged in on-going civilian police functions under the 
direction and control of the ministry responsible for defense matters. 

9. Incendiary Items and Riot Control Agents. The U.S. Government 
generally discourages the purchase of incendiary items and riot control 
agents, but recogni zes that there are occas ions when a country wi 11 have a 
legitimate need for certain types of such items. The following is U.S. 
Government policy regarding the sale of such items: 

a. Napalm including napalm thickener, dispenser and fuses will not 
be provided through Foreign Military Sales (FMS) or on a commercial basis. 

b. Requests for white phosphorus munitions should be submitted in 
accordance with the procedures established for Signi~icant Combat Equipment 
(SCE) (see Chapter 7, Section I of this manual). Requests should indicate, by 
type of ammunition requested, the quantity and intended use of the ammunition. 
Requests should he accompanied by mission's opinions as to whether the amount 
requested is reasonable in relation to the intended use, current on-hand 
inventories, and predictable usage rates of such items; and requests must 
contain assurance from the host government that the white phosphorus munitions 
will be used only for purposes such as signalling -and smoke screening. DSAA 
will be responsible for coordinating approval of the request. Upon approval, 
DSAA wi 11 advi se the cogni zant DoD component of the approval along with the 
conditions for its use which will be made a part of the LOA. 

c. Riot control agents may not be provided via FMS but certain 
types are available on a commercial basis. Such proposed commercial sales 
require that an export license be obtained from the Department of State, 
Office of Munitions Control. 

B. SHIP TRANSFERS. 

1. Vessels 20 years old or more and no more than 3,000 tons (light load 
displacement) or less may be transferred after 30 continuous days of the date 
that the USN notifies Congress of its intent to make the transfer. Naval 
vessels less than 20 years old or more than 3,000 tons may be transferred only 
after enactment of specified legislation authorizing the transfer. These 
criteria and Congressional oversight provisions are prescribed by 10 USC 7307. 
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be justified and processed with the Unified Command Special Activities Joint 
Manpower Program (JMP) and funded by other appropriation (e.g., O&M, MPA, or * 
R&D) • 

(b) When a major U.S. policy initiative with a country 
results in the need for personnel to support exercises, prepositioning, ship 
visits, etc., it is fairly clear that these personnel should be provided under 
other appropriations. When these functions gradually accrue in the SAD, it is 
more difficult to determine the threshold at which personnel should be shifted 
to other appropriations or new personnel added. As a general rule, an indi­
vidual should be on the security assistance JMP if he spends 50 percent or 
more of his time performing security assistance functions. Conversely, 
personnel spending 50 percent or more of their time performing non-security 
assistance functions should be carried as, or transferred to, an alternatively 
funded position. 

(c) Problems can arise when a number of individuals in an 
SAO each accrue non-security assistance functions while performing mostly 
security assistance functions. During manpower reviews and upon the occasion 
of a request for increased manning, these functions should be sorted out, and 
if one man-year or more of the SAO's effort is devoted to O&M, MPA, R&D, etc., 
functions, those functions should be combined into a single position, if 
possible, and funded accordingly. 

(d) Many security assistance functions can be satisfied 
either by personnel who are permanently assigned to an SAO or by temporary 
personnel paid by the country on a case, i.e., TAFTs, TATs, MTT, etc. In this 
case, the degree of involvement, the extent of dedicated effort required to 
perform the function will be the determinant. In general, temporary personnel 
from outside the SAO should be used to accomplish security assistance 
functions if those functions would detract from permanently assigned security 
assistance personnel performing their primary management and oversight duties 
or if it involves dedicated training and advising functions performed in the 
field or at least outside the local Ministry of Defense central office. 
Permanently assigned security assistance personnel should not be dedicated to 
a single~roject when its primary purpose is to assist the host government in 
a function in which the host government should be ultimately self-sufficient. 
Dedicated planning, training, advising and management of logistic centers are 
a few examples of security assistance functions that should be paid for by the 
host government. 

(e) The determination of which positions, if any, will be 
added or changed to another funding source will be based on Unified Command, 
JCS, and DSAA assessment of the extent of the degradation of the security 
assistance mission performance by non-security assistance duties. Any revised 
manpower costs as a result of such changes will be processed under the regular 
procedures of. the JCS and applicable directives and will be coordinated with 
appropriate DOD offices. 

(f) The SAO can provide normal administrative support for 
personnel assigned in-country to perform non-security assistance functions so 
long as such support does not reach a level that would require additional 
administrative personnel. If the support for non-security assistance person­
nel requires additional administrative personnel, O&M, MPA, R&D, etc., funded 
billets should be provided. 
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(g) Positions that are approved by authority other than 
an SAO JMP to perform non-security assistance functions under the oversight 
and supervision of the Chief of the SAO (or in his capacity as the U.S. 
Defense Representative) should be clearly identified as such on the SAO JMP 
but not as an SAOperscinnel authorization. 

(6) A listing of' appropriate SAO program management and 
. oversight functions follows at Table 3-1-2. 
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CHAPTER FOUR 

SECURITY ASSISTANCE PLANNING 

I SECTION I - GENERAL 

A. PURPOSE AND SCOPE. The purpose of this chapter is to discuss the securi­
ty assistance planning process, i.e., where it fits into the national security 
planning process and the importance it has in terms of dealing with foreign 
countries. The process demands flexibility~ but requires standardized inputs 
from disparate sources. The process has to incorporate the realities of 
foreign policy, defense policy and production line constraints. For these 
reasons, security assistance planning happens in many places and at many 
1 eve 1 s. The cha 11 enge faced by those i nvo 1 ved is to integrate the many 
planning efforts and processes into a workable and useful set of procedures 
and outcomes. 

B. BASIC POLICIES. 

1. National securit~ Objectives. Security assistance supports the 
foreign policy and nationa security objectives of the United States. DoD 
security assistance activities shall be in consonance with U.S. military 
strategic plans and objectives and guided by the policy and planning guidance 
issued by the Secretary of Defense, and by guidance and policies issued by the 
Secretary of State. . 

2. Foreign Government Respons1 bil ity. The fundamental respons i bil ity 
of foreign governments to determine the nature of their own security interests 
and paths of their own progress shall be recognized. 

a. Security Assistance Organization (SAO) Assistance. One of the 
essential functions of the SAO is to assist in the "evaluation and planning of 
the host government's military capabilities and requirements. II (Section 
515(a), FAA.). 

b. Release of Guidelines and Data. Involvement of the foreign 
government in security assistance planning and programming inevitably entails 
the release to it of essential guidelines and data. 

(1) Unclassified Information. Unclassified information may be 
re leased to the concerned country or i nternationa 1 organi zation as appropri­
ate. Unclassified price data may be released to concerned countries and 
international organizations subject to their understanding that prices are 
provided for procurement planning and related purposes only, and that prices 
quoted are estimates which are subject to modification. 

(2) Classified Information. Classified information as to 
tentative plans and programs may be released to concerned countries and 
international organizations to the extent necessary for its effective par­
ticipation. However, classified dollar levels of tentative country or organi­
zation programs may be released only with the specific permission of DSAA with 
the concurrence of the Department of State. 
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security assistance information to a foreign government 
organization will be made through, or with the approval of, 
U.S. Diplomatic Mission. 
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Release of all 
or international 
the Ch i ef of the 

3. Commitments. Discussions and communications between 000 and foreign 
officials incidental to development of plans, programs, and related data will 
be conducted in such a way as to insure mutual understanding that such ex­
changes do not constitute or imply any commitment on the part of the U.S. (000 
Directive 2100.2). 

4. Economic Caaabilities. Security assistance plans and programs shall 
take into cons ideratlon the economi c capabi 1 ities of the forei gn country 
concerned and the support provided by third countries. Except for overriding 
military considerations, the build up of military forces that the recipient 
country ultimately cannot support shall be discouraged. In providing assis­
tance to less developed countries, emphasis shall be placed on the development 
of their capabilities to organize, employ, and manage national resources 
allocated to defense. 

C. MATERIEL REQUIREMENTS SURVEYS. 

1. General. DOD Components must assure that SAOs and foreign purchas­
ers have "the information needed for advance planning. This is especially 
important for those items or weapon systems where DOD I S capabil ity to meet 
future purchaser requi rements may be 1 imited. DOD Components shoul d assi st 
the planning efforts of el igible foreign purchasers by preparing Materiel 
Requirements Survey letters or messages which provide information on DOD's 
future· capabil ities to meet purchaser requirements and of any actions which 
the prospective purchaser must take in order to purchase the item. Such 
correspondence is not a solicitation or promotion for sales but is intended to 
assist foreign purchaser planning efforts only by identifying specific items 
where DOD may potentially have difficulties in meeting future purchaser needs. 
At a minimum, the correspondence must include rationale for issuing the 
Materiel Requirements Survey notification, the final date for re~eipt of a 
country request for an LOA, and the final date for acceptance of the LOA. 

2. Eli~ible Items. DOD Components may consider preparation of Materiel 
Requirementsurveys for those items where there is an indication that DOO's 
capability to meet future foreign requirements is limited. Some, but not all, 
of the factors which may qualify an item for a Materiel Requirements Survey 
are: 

a. U.S. production for the item is scheduled to end in the fore­
seeable future. 

b. The U.S. is making a periodic buy of an item for which there is 
known foreign demand. 

c. A minimum procurement quantity is required for an item when 
there is known foreign demand. 

3. Eligible Countries. Materiel Requirements Surveys will be dissem­
inated only to those countries that have previously indicated an interest in 
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acquisition of the item or weapon system. Such interest could include: prior 
purchases, prior requests for P&A, P&R, or an LOA, and purchase of weapon 
systems which util ize the item, i.e., ammunition capable of being used with 
the weapon system. DOD Components will assure that countries addressed on 
such Materiel Requirements Surveys are eligible to purchase the item or weapon 
system under the U.S. National Disclosure Policy. 

4. Coordination. Generally, Materiel Requirements Surveys \Alill 
i nitia lly be deve' oped within the cognizant DOD Component. The cogni zant 
Component is responsible for assuring that the message or letter is properly 
coordinated before dispatch. Such coordination must include DSAA. The 
required coordination with DSAA will be initiated through the Management 
Division of the Operations Directorate which will be responsible for conduct­
ing the necessary staffing within OSD and with the Department of State. Prior 
to submitting proposed Materiel Requirements Surveys to DSAA, the cognizant 
DOD Component will also assure that any required coordination with other 
involved DOD Components is accomplished. 

SECTION II - PLANNING DIMENSIONS 

A. PLANNING CONSIDERATIONS. 

1. Objectives of Long-Range Planning. The objective of long-range 
planning in security assistance 1S regular, orderly program implementation. 
The transfer of end-items is necessarily accompanied by planning of follow-on 
support, logistics, and other elements of continuity. The reliability of the 
U.S. on a long-term basis depends on this "total package approach." 

2. limitations to Planning. "Planning" in security assistance is not 
possible in the same way the DoD plans in the FYDP and program-budget process. 
This is because the USG does not "promote" sales (except in rare instances), 
financing is obtained only on a year-to-year basis and is, in most instances, 
not assured for the long term. Moreover, the USG does not plan for countries; 
countries must do their own planning and must set their own priorities. The 
level of planning capability varies from country to country; the more sophis­
ticated the planning in a country, the less likely the country is to make the 
U.S. privy to its plans. Lastly, crises, conflicts, and other events fre­
quently intervene to change directions in programs and overall financing 
all~cations. Within these limits,. however, some estimates of needs and 
priorities can be made, and every effort must be made- to anticipate the shape 
of the future without expecting that it will result in a directive plan. 

a. The Security Assistance Budget. 

- Need for defensible country programs 
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3. Non-Linear Process. The entire security assistance community is 
always engaged in the different stages associated with three fiscal years' 
worth of planning, budgeting, legislating, etc. As explained above, there is 
a constant interaction between the three planning tracks. It requires effort 
to follow the entire process, and to fully understand what is happening at any 
given time. For the sake of simplicity, a linear layout of the budget and 
procurement process is presented below, in the case where financing is re­
quired. This illustration is useful -- as a time line -- but one must bear in 
mind each of the separate planning track discussions. 

FIGURE 4-11-3 

INPUT PRESENTATION BILL 
FROM SAPRWG ~ BUDGET I-- IN OR ~ 
FIELD CONGRESS CRA 

'. ALLOCATIONS SUPERVISION 
TO ~ REQUESTS I-- REQUESTS ~ IMPLEMENTATION ~ OF 

COUNTRIES STAFFED END-ITEM 

Figure 4-11-3. Budget and Sales Process. 

4. Planning Instruments. Several planning tools already exist for use 
by the three planning communities. 

a. Annua 1 Integrated Assessment for Securi ty Ass i stance (AIASA). 
The single most important Planning instrument is the Annual Integrated Assess­
ment of Security Assistance which is prepared by the country team. The shape 
and form of the AIASA reflect the information needs of both Washington and the 
unified commands in the decision-making communities. The AIASA also provides 
certain information required as part of the federal budget development pro­
cess. If the annual AIASA submission is timely and complete it has a strong 
impact. If the AIASA is late or incomplete, it has reduced effect. Subse­
quent to submission of the AIASAs and the completion of initial staffing by 
the Departments of State, Defense, Treasury, etc., the Security Assistance 
Program Review Working Group (SAPRWG), meets to review the security assistance 
programs for the budget year. After this staff effort, formal interagency 
coordination takes place before State submits the budget to OMB. If State and 
OMB disagree, resolution of issues may take place in the White House Budget 
Review Board. 

b. Consolidated Data Report (CDR). The CDR is a companion report 
to the AIASA and is submitted as an information update in abbreviated form. 
The CDR primarily provides updates of the AIASA for the Congressional Presen­
tation Document (CPD). 
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c. Security Assistance Defense Analysis Papers (SADAPs). For 
selected countries, a security Assistance Defense Analysis Paper is written 
each year. These present an analysis of the threat, force structure trends 
and other analysis elements that are useful in the planning process. The * 
SADAPs have a counterpart financial analysis done by the Treasury Department. 
Both ana lyses are presented to the State Department, the OMB and the NSC 
during the annual budget development process. The SADAPs present a unique 
overview of defense programs with a particular country. 
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(7) Reports from the RCS: DSAA (AR) 1200 FMS reporting system 
which contain classified information will be marked: 

IICLASSIFIED BY SAMfvI (DOD 5105.38-M), 
DECLASSIFY UPON NOTIFICATION BY THE ORIGINATOR.II 

c. Coproduction. For all countries and international organiza­
tions, information which indicates by specific type any item of Major Defense 
Equipment (MOE) (e.g., F-16 aircraft) is classified in coproduction proposals 
only. Such information will be declassified upon termination of negotiations. 
Such information will be marked: 

IICLASSIFIED BY SAMM (DOD 5105.38-M), DECLASSIFY ON 
TERMINATION OF NEGOTIATIONS.II 

d. Nonrecurring Cost Recoupment Charges. Worksheets showing 
calculations which contain projections 0 dollar levels of future U.S. invest­
ment in the development of a defense item and projections of future multiple 
foreign requirements will'beclassified (see Chapter Seven of this Manual). 
Worksheets will be declassified when the defense item becomes obsolete to U.S. 
requirements. Worksheets will be marked: 

IICLASSIFIED BY SAMM (DOD 5105.38-M), DECLASSIFY UPON 
NOTIFICATION BY THE ORIGINATOR. II 

e. Section 36(b) Notifications and Section 133b Reports. Specific 
classification directions and guidelines for Section 36(6) notifications, 
Section 133b reports, and input data elements for these documents are spec­
ified in Chapter Seven of this Manual. 

C. RELEASE OF INFORMATION. 

1. Unclassified. 

a. Public. In accordance with the AECA, Section 21(f), it is the 
policy of the DoD to maximize to the fullest extent consistent with national 
security the amount of information available to the public. Further, it is 
the policy of the 000 to comply fully with both the specified provisions and 
the general intent of the Freedom of Information Act, as amended. Release of 
information will be in accordance with procedures established by 000 Directive 
5400.7 and DoD Instruction 5400.10. 

(1) The DSAA 1200 FMS information system is a frequent source 
for providing information to the public. The DSAA maintains a consolidated 
data base which contains information about each FMS case by collecting essen­
tial data from a variety of sources over the life of each case. The 1200 sys­
tem is the exclusive source for such consolidated data and contains records 
from the inception of the FMS program. 

(2) A large percentage of individual records in the case are 
unclassified. They may, however,when grouped, produce a complete or virtual­
ly complete compilation of data. These kinds of groupings include but are not 
limited to: all current LORs, current undelivered balances of MOE, or group­
ings of generic classes of items such as lIall surface to air missile sales ll

• 

Such group i ngs may then revea 1 concepts about a country I s order of batt le 
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plans or current or planned defense posture of a country, region, or geograph­
ical area and resuJt in a CONFIDENTIAL classified compilation of individually 
unclassified data. Such a compilation then, by DoD 520D.1-R, paragrapb 2-211, 
would be denied public release. 

(3) Classification and denial of release to the public on this 
basis shall be fully supported by a documentary explanation that will identify 
with the specific criteria which resulted in such a judgment. 

b. Compilation of FMS Case-level Data. On June 25, 1985, the ** 
Secretary of Defense decided that a compilation of FMS case-level data should 
be classified Confidential. For this purpose, a compilation is defined to 
consist of data provided to the Congress quarterly pursuant to paragraphs (1) 
and (2) of section 36(a) of the Arms Export Control Act that covers a single 
period longer than five consecutive calendar quarters. 

(1) Since a quarterly report covers FMS case-level data for 
the entire fiscal year through the date of the report, the report for the 
fourth quarter covers a period of four consecutive calendar quarters. There­
fore, a classified compilation could consist, for example, of the data con­
tained in the reports for the fourth quarter of FY 1985 and the second quarter 
of FY 1986 for one or more purchasers. 

(2) The Data Management Division, Office of the DSAA Comptrol­
ler, ensures that quarterly reports of FMS case-level data are provided only 
to persons having a need-to-know who hold a current personnel security clear­
ance if such persons already possess sufficient numbers of quarterly reports 
so that the provision of additional reports would constitute a compilation 
thereof. 

(3) This classification shall only be applicable to compila­
tions of quarterly reports prepared after June 28, 1985. 

c. Foreign Governments and International Organizations. Unclas- * 
sified information may be released to the concerned country or international 
organization as appropriate for purposes related to security assistance. 
Price data may be released to MAP and IMET recipient countries and interna­
tional organizations, subject to recipients' understanding that prices are 
provided for procurement planning and related purposes only, and that prices 
quoted are estimates and are not necessarily those which have been or will be 
appl ied to articles del ivered or services rendered or training furniShed to 
the country or organization as Grant Aid. 

2. Classified. 

a. Tentative Security Assistance Plans and Programs. Classified 
information as to tentative plans and programs for the budget and future years 
may be released to an involved foreign government or international organi­
zation to the extent necessary for its effective participation in the security 
assistance planning process or its effective development of related defense 
plans, and to the extent that it can be relied upon to maintain adequate 
security precautions and to use the information only for the purposes for 
which provided. Classified dollar levels of tentative country Or organization 
programs may be released only with the specific permission of the Director, 
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DSAA, with the concurrence of the Department of State. U.S. officials who 
release information under this paragraph will ensure that the recipient 
government or international organization clearly understands that such release 
does not constitute a commitment by the United States. 

b. FMS Agreements. Classified information as to the quantity and 
projected delivery schedules for articles and services in FMS agreements may 
be released to the concerned country or international organization to facili­
tate appropriate planning by the recipient, subject to assurance by the 
recipient that it will maintain adequate security precautions and will use the 
information only· for the purposes for which' provided. 

c. Procedures for Release. Release of classified information 
under paragraphs a. and b. above is subject to the provisions of DoD Directive 
5230.11 (Disclosure of Classified Military Information to Foreign Governments 
and International Organizations), and DoD 5200.1-R, paragraph 8-104. Release 
will be made only to officials of the country or international organization 
involved who require the information in their official capacity. 

3. Approval of Chief of Diplomatic Mission. In-country release of all 
security assistance information to a foreign government or international 
organization will be made through or with the approval of the Chief of the 
U.S. Diplomatic Mission to the government or organization involved after a 
disclosure decision has been made by the appropriate authority in accordance 
with paragraph 2c above. 

D. RCS: DSAA (AR) 1200 FMS REPORT SUBMISSIONS. 

1. Entry of Data. Each entry into the DSAA 1200 system of data per­
taininq to a new FMS case will indicate whether that data is classified under 
the cr'iteria of paragraph B.1.a. or B.2.b.(3), above. The security classi­
fication, for foreign relations purposes, of an -FMS case in the 1200 system is 
based on the identification in that system of the fact that a specific defense 
article (e.g., Hawk missile) is or may be sold to particular foreign govern­
ment. The e~;stence of classified technical data concerning defense articles 
which are or may be sold under an FMS case does not warrant classification of 
that FMS case in the 1200 system, since such technical data are not entered 
into the 1200 system. ' 

2. Declassification. The implementing agency must notify in writing 
the Director, DSAA of any FMS agreement which is declassified under the 
national defense classification criteria of DoD 5200.1-R and corresponding 
MILDEP regulations. This notification will identify the case designator and 
the date of declassification. The Director, DSAA will also ensure that 
declassification of any data in the 1200 system is reflected in that system 
within 15 working days after it occurs. 

3. Codes; Card Columns. Machine readable code "U" will designate 
unclassified FMS cases; code "C" will designate CONFIDENTIAL cases. The 
proper code for classification or declassification as appropriate, will be 
entered in column 78 of the "1" Card. See Chapter 15 of this manual for 
DSAA(AR) 1200 report entry details. 
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E. FOREIGN COUNTRY INVOLVEMENT IN THE DOD CONTRACTUAL PROCESS. 

1. DOD Policy. Procurements made for FMS requirements must comply with 
U. S. Government acqui s ition regul ati ons and procedures. Accordingly, such 
procurements are normally conducted by the same DOD component that would 
procure the same article or service for a U.S. DOD requirement. The DOD com­
ponent responsible for the FMS offer and acceptance will assure that 
sufficient details are included in the LOA to enable the U.S. contracting 
officer to negotiate and award a contract without foreign country representa­
tion or direct involvement in the formal negotiation process. Required 
discussions with the foreign purchaser must be undertaken during the develop­
ment of the LOA and prior to actual implementation in order to assure that the 
contracting community has all the data requlred to award a contract p:msistent 
with contracting regulations and the foreign country desires. 

2. Release of Contractual Data. Since all pertinent information and 
contractual obligations between the boo and the foreign purchaser are identi­
fied in the FMS LOA, there normally should be no need for the DOD component to 
provide a copy of the contract to the foreign purchaser. If the contract is 
unclassified and provides only for the requirement of the requesting country, 
release can be considered. This does not include internal documentation such 
as negotiation or pricing memoranda. If the contract is classified, contains 
USG requirements, or contains other foreign purchaser requirements, release is 
not authorized. 

3. Any questions or requests for exception to these provisions must be 
forwarded to the Director, DSAA. 
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SECTION IV - EXPORT LICENSE AND CUSTOMS CLEARANCE GUIDANCE 
FOR FOREIGN MILITARY SALES CUSTOMERS 

A. PURPOSE. Paragraphs A through E provide guidance and instructions for ** 
processing export 1 i censes and customs cl earances for items purchased on a 
government-to-government basis under the FMS program. Paragraph F provides 
information on the requirement for State Department approval prior· to the 
submission of sales proposals or presentations for SME items andlor technical 
data. Paragraph G provides information on the export of .classified defense 
articles and services. 

B. USDOD SPONSORED SHIPMENTS OF FMS MATERIEL. 

1. U.S./DOD Exem1tion from Export Licensing. Under certain conditions, 
no license is required or the export of defense articles or defense services 
made by ,an agency of the United States Government. When U.S./OOD sponsored 
FMS materiel is shipped through the Defense Transportation System (DTS) on 
Government Bills of Lading or other transportation documents, or by DOD-owned, 
controlled, or arranged transportation with the U.S./DOD retaining custody of 
the materiel until arrival at the overseas port of discharge of the destina­
tion country, the U.S./DOD is exempt from the· requirement for an Export 
License and the completion of the Shipper's Export Declaration. Under no 
circumstances will these exemptions be extended to shipments made by any 
foreign government. 

2. Annotation of Transportation Documents. When the U.S./DOD retains 
custody of the shipment and transportation responsibility until arrival of the· 
shipment at the overseas port of discharge of the destination country, under 
the conditions defined above, and when movement is effected under Delivery 
Term Codes "6," "7," and "9," all government Bills of Lading and other trans­
portation'documents issued to cover movement of such shipments will be anno­
tated "(APPLICABLE MILITARY DEPARTMENT) SPONSORED FOREIGN MILITARY SALES 
SHIPMENT -- NO EXPORT DECLARATION OR LICENSE REQUIRED 22 CFR 126-4{a) APPLICA­
BLL" The signature. of the issuing officer on the bill of ladingldocument 
will serve as a certification of this statement. NOTE: Under no circum­
stances will this annotation be made on GBL{s) or other transportation docu­
ments for FMS shipments made through or by a forwarding agent or by any 
representative of a foreign country. 

3. Reporting of FMS Export Shipments. All U.S./DOD sponsored shipments 
of FMS export materiel mOVlng overseas within the DTS or under U.S./DOD 
auspices and control, identified by Delivery Term Codes "6," "7," and "9" will 
be reported monthly by the Military Traffic Management Command (MTMC) to the 
Foreign Trade Division, Bureau of Census, Department of Commerce, in the 
Foreign Trade Report to comply with the conditions under which the above­
mentioned waiver was granted and to satisfy the export data requirements of 
the U.S. Department of Commerce. 
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C. SHIPMENTS OF UNCLASSIFIED FMS PURCHASED MATERIEL THROUGH COUNTRY REPRE- ** 
SENTATIVES OR FREIGHT FORWARDERS. 

1. Policy. The Department of State has established policy and proce­
dures in the International Traffic in Arms Regulation (ITAR), Section 126.6, 
relative to the permanent export of unclassified defense articles purchased on 
a government-to-government basis under the FMS program. This section of the 
ITAR provides for Form DSP-94 (Figure 5-IV-1) to be used instead of an export 
license for shipments through commercial channels of unclassified defense 
articles sold under the FMS program. 

2. Country/Freight Forwarder Requirements. To make use of DSP-94, 
frei9ht forwarders must be registered with the Office of Munitions Control 
(OMC), file a letter with OMC from the foreign embassy or government appoint­
ing them as forwarding agent for that government's shipments, and file a 
statement with OMC assuming full responsibility for compliance with the ITAR. 

3. Procedures in Section 126.6 of the ITAR are quoted below for infor­
mation: 

126.6 Foreign Military Aircraft and Naval Vessels, and the Foreign 
Military Sales Program. 

(a) General. A license is not required for the export of any 
defense article if: 

(1) The article was sold, leased, or loaned by the 
Department of Defense to a foreign country or international orga­
nization pursuant to the Arms Export Control Act or the Foreign 
Assistance Act of 1961, as amended, and 

(2) The article was delivered to representatives of such 
a country or organization in the United States; and 

(3) The article is to be exported from the United States 
on a military aircraft or naval vessel of that government or orga­
nization. 

(b) Foreign Military Aircraft and Naval Vessels. A license is 
not required for the entry into the United States of military 
aircraft of any foreign state if no overhaul, repair, or modifica­
tion of the aircraft is to be performed. Department of State 
approval of overflight (pursuant to the 49 U.S.C. 1508) and naval 
visits must, however, be obtained. 

(c) Procedures for the Foreign Military Sales Program. 

(1) General. District directors of customs are au­
thorized to permit the export of unclassified defense articles, 
defense services, and technical data without a license if they were 
sold by the U.S. Department of Defense to foreign governments or 
international organizations under the Foreign Military Sales (FMS) 
program of the Arms Export Control Act. This procedure may be used 
only if a proposed export is: 
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(;) Pursuant to an executed U.S. Department of 
Defense Letter of Offer and Acceptance (DO Form 1513); and 

(ii) Accompanied by a properly executed DSP-94, and 

(iii) Made by the relevant foreign diplomatic mission 
of the purchasing country or its authorized freight forwarder, 
provided that the freight forwarder is registp.red with the Office of 
Munitions Control pursuant to Part 122 of this subchapter. 

(2) Filing of Documents. 

(i) The original copy of completed Form DSP-94, 
together with one copy of the correspond; ng authenticated DO Form 
1513 and a shipper's export declaration, must be filed with the 
Di stri ct di rector of customs at the port of exit pri or to actual 
shipment. An executed DO Form 1513 is one which has been signed by: 

(A) An authorized Department of Defense rep­
resentative and countersigned by the Comptroller, Defense Security 
Assistance Agency (DSAA), and 

(B) An authorized representative of the foreign 
government. 

(ii) SED. The shipper's export declaration must be 
annotated as follows: 

liThe shipment is being exported under the 
authority of Department of State Form DSP-94. It covers FMS Case 

(case identification) , expiration date _____ 22 CFR 126.6 
applicable. Ii 

(iii) Notification to the Office of Munitions Con­
trol. Copy number two of the completed Form DSP-94 should be 
removed by the exporter and sent immediately, together with a copy 
of the applicable authenticated DO Form 1513 and the Shipper's 
export declaration, to the Office of Munitions Control. Form DSP-94 
shall be valid for two years from the date on which it ;s executed. 

D. FMS CUSTOMER RESPONSIBILITY. 

1. General. Upon execution of an LOA, the foreign country authorized 
representative must file necessary documentation with the Department of State 
to permi t the 1 ega 1 export of FMS materi e 1 from the U. S. by the country 
freight forwarder. 

2. Export Customs Clearance. It is the foreign countryl s responsibil­
ity to obtain export customs clearance for all FMS materiel exported from the 
U. S., except when it; s moved under U. S. Government auspi ces. Movement of 
materiel which remains in the custody of the U.S./DOD is handled by a separate 
procedure. See Chapter 5, Section IV, Paragraph B.1. 
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a. Export declaration (U.S. Department of Commerce Form 7525-V, 
Shipper's Export Declaration) must be prepared by the foreign country rep­
resentative/freight forwarder for all FMS materiel which is not moved by the 
U.S. Government. Declarations must be filed with and authenticated by a 
District Director of Customs. Provisions of law and regulations concerning 
export declarations are found on the reverse side of Commerce Form 7525-V, and 
in 22 CFR 123.9, 123.25, and 126.6. 

b. After declarations have been prepared and authenticated, 
shipments must be cleared through U.S. Customs by submission of documents to 
the District Director of Customs or export control officers (22 CFR 123.25 and 
126.6). 

3. Movements ReqUirin~ Export Customs Clearance. Shipper's Export 
Declarations, appropriate O •• Department of State and U.S. Customs export 
clearances for FMS shipments, for which the customer country has transporta­
tion responsibility, are required for the following categories of country­
arranged movement: 

a. All exports of materiel made through or by the FMS customer 
freight forwarder or designated agent. 

b. Pilot pick-up of materiel by foreign country-owned or chartered 
aircraft, or by FMS customer-procured space on commercial aircraft. 

c. Export by FMS country-owned or chartered ocean vessel, or by 
FMS country-procured space aboard commercial vessels. 

4. Overseas Customs Clearance. The FMS customer country is responsible 
for obtaining overseas customs clearance of all FMS materiel through its 
customs agencies for receipt of the materiel at the country port of discharge. 

5. Reporting of Export Traffic. All export of FMS materiel from the 
U.S. will be reported to the U.S. Department of Commerce as required by 
current federal statutes. 

E. PROCEDURES FOR REPAIR AND RETURN. For the import into, and re-export ** 
from the U.s. of U.S.-origin defense articles previously sold to a foreign 
government or international organization, that are being returned to the U.S. 
for repafr and return, the foreign government is responsible for obtaining the 
Temporary Import License DSP-61 (See Figure 5-IV-2) and the appropriate 
customs clearance in accordance with paragraph 123.3 and 123.25 of the ITAR. 

1. U.S. Customs Service Out Re uirements. The U.S. Customs Service 
wi 11 accept an approve as aut on ty rom the Department of State, for. 
duty-free entry into the U.S. of U.S.-origin defense articles which are the 
property of a foreign government and which are being temporarily imported for 
repair and maintenance pursuant to an FMS agreement. The DSP-61 must cite the 
FMS case in block 10 and a copy of the DO Form 1513 must be attached. This 
will eliminate the need for foreign governments to request separately a 
duty-free exemption from the Department of State. 
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2. Shipments Arranged b~ the U.S. DOD. A DSP-61 is not required when 
the shipment arrangements areeing made on a U.S. Government Bill of Lading 
within the Defense Transportation System. 

3. FMS LOA Requirements. DOD components preparing LOAs for repair and 
return programs wi~ include a supplemental condition, when applicable, 
indicating the requirement for the foreign country to obtain an approved 
DSP-61 from the Department of State. . 

F. STATE DEPARTMENT APPROVAL OF PROPOSALS RELATING TO SME. 

1. POliC~. Before making a proposal or presentation to a foreign 
person to sell ME valued at $14 million or more for end-use by foreign armed 
forces, a commercial company must obtain approval from the Department of State 
if the identical SME has not been previously approved for export. This 
requirement does not apply to the NATO countries, Australia, New Zealand, or 
Japan. This prior approval permits the contractor to conduct unclassified 
disc~ssions and make a sales proposal in connection with the sale of a specif­
ic item of SME to a particular country. The prior approval is not required 
when the specific item of equipment has been previously approved for export to 
any foreign country. In such cases, the State Department must be notified in 
writing thirty days in advance of the proposal or presentation. 

In addition, prior approval must be obtained for any proposal to 
enter a Manufacturing Licensing Agreement (MLA) or Technical Assistance 
.Agreement (TAA) with any foreign person for the production or assembly of SME. 
The Office of Munitions Control advises that there are not exemptions from 
this requirement, hence the 30-day prior notification is not applicable to 
proposals designed to constitute a decision to enter any agreement for the 
production or assembly of SME. 

2. ITAR Provisions. The policy and procedures relative to State 
Department approval requirements' regarding sales proposals or presentations 
are in the ITAR, Section 126.8. If marketing efforts will entail the disclo­
sure of technical data or temporary export of defense articles, the appropri­
ate export license must be obtained. 

** 

G. PROCEDURES FOR THE EXPORT OF CLASSIFIED DEFENSE ARTICLES AND SERVICES. * 
Application for export license for the export or import of classified defense 
articl~s and services must be made on Department of State Form DSP-85 (See 
Figure 5-IV-3). Application must be made by a U.S. national in accordance 
with the provisions of Part 125 of the ITAR. 

H. FMS CREDIT FINANCED DIRECT COMMERCIAL CONTRACTS. Consistent with the ** 
guidelines in Chapter 9, Section III, Paragraph I, DSAA reviews direct commer-
cial contracts submitted by FMS credit recipients for FMS credit financing 
approval. The review for financing approval is separate and distinct from the 
munitions/export licensing requirement of the Department of State or Depart­
ment of Commerce, as applicable. Approval of financing for a commercial 
contract does not relieve the exporter from the necessity of obtaining 
required export licenses, nor imply automatic U.S. Government approval of such 
licenses when requested. 
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FIGURE 5-IV-l 

UNITED STATES OF AMERICA 
DEPARTMENT OF STATE 

000 5105.38-M 

FORM APPROVED: OMB NO. 1405-0051 
EXPIRATION DATE: JANUARY 31, 1988 

AUTHORITY TO EXPORT DEFENSE ARTICLES AND DEFENSE SERVICES SOLD UNDER 
THE FOREIGN MILITARY SALES PROGRAM 

This form. when properly execu.ed and accompanied by an au.henticated Department of Defense Offer and Acceptance (DO Form 1513), constitutes authority 
under section t26.6 Of the International Traffic in Arms Regulations (ITAR) to export the defense articles and defense services listed thereon. This form may 
be used in lieu of a Department of State export license to export defense articles and services sold by the Department of Defense under the Foreign Military 
Sales (FMS) program. This export authority is valid for 2 years from the date shown in item 12 belew. 

The Department of State may, without prior notice to the exporter, deny, revoke, suspend, Or amend this authority consistent with ITAR section t26.7. 

Willful violalion of the ITAR, making an untrue statement of a material fact, or omission of a material fact required to be stated on this form are subject 
to prosecution and, upon conviction, fines up to $100,000 or up to 2 years' imprisonment, or both. (Section 38(c), Arms Export Control Act; section 127.3, ITAR.) 

1. PM/MC Applicant Code 2. Country of Ultimate Destination/Purchaser 3. Port of Exit from U.S. 

4. Applicant's Name, Address, ZIP Code, Tel. No. 5. Foreign Military Sales Case Identifier 6. Date of FMS Case Implementation 

7. Total Value of Defense Articles and Defense 
Services of Original FMS Case $ 

8. Only the unShipped balance, valued at $ , of this FMS case is covered 
by this DSP-94. Previous shipments of this FMS case were covered by a Form DSP-94 
dated andlor Department of State license No. 

9. Form DSP-94 constitutes an amendmenl to the value and/orquantity of defense articles and services authorized under this FMS case as shown in the 
attached amended DO Form 1513. Yes 0 No 0 

10. If exporter is a freight forwarder acting on behalf 01 a {oreign government or diplomatic mission, provide the name, address, and telephone number of 
the foreign official in the U.S. lamiliar with this FMS case. 

11. U.S. Munitions list Categories (see section 121.1 of the ITAR). Please check the appropriate categories to indicate the types of defense articles andlor 
defense services included on this FMS case: 

I. VI. XI.· XVI. XXI. 

II. VII. XII. XVII. 

III. VIII. XIII. XVIII. 

IV. ·IX. XIV. XIX. 

V. X. XV. XX. 

12. Exporter's Statement 

I, , hereby exercise the authority to effect the export described above; 
warrant the truth of all statements made herein; and acknowledge, understand, and will comply with the provisions of Tille 22 CFR Part 120-128 and 
130 and any conditions and limitations imposed. 

Signature ______________ ,.,-::--::-_.,,-:--:----:-:-_-:---:- Date __ :---:-_________ _ 
(Authority valid lor 24 months Irom above dale.) 

FORM DSP-94 
1/85 

FIGURE 5-tV-1. Authority 
under the 

1-AUTHOR lTV TO EXPORT 

to Export Defense Articles and Defense Services 
Foreign Military Sales Program (Form DSP-94). 

Sold 
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FIGURE 5-IV-2 

Application/License for Temporary Import of 
Unclassified Defense Articles (Form DSP-61) 
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o NASA 
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o 
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HU'l Y mkt ANU HE (uttN TO Uffu .. ~ at MV"" .. IIONS CONTROL. OEPAR TMENI ot- STATE. WASHINGTON. D.C. 20620 

1141 ... ,..,.... "",'Up,Uv.WI 
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l) '*tny 

15 ..,."""",, nom,. _ ... I'P <.do. '01 no 

I TELEPHONE NUM.ER 

3. fOI.ign country hom whICh 1h'PP-.d ... U.S. port 01 6mpOr1 

6. foul/Un C:Ot.Inuy 0' "UllNt. 1. U.S. pon ol.aport 
QilUMuun 

8. ""'041, S.el., and "''Phon. n~ o. ~hgn. c:GntII;;l II U.S, Governm.m 
• ..0. .()dlttO....- In'orm,"on 

9. aUANTITY 
10. COMMODITy (JIkJICIJU u'~lh~J/I~PflUlnwJIJk(j'IU. &wI 

1/ appllCt&bJc MJ huwlI; J~w ,111"14.;'Wltl c-,cp,Uy) 

II.MuNITIONS 
LIST 

CATi:GORY 
12. VALUE 

16 hem. end .w, ... 01 OWIIlef ot CUfNnol(hly In lotlliJ'l c~n'r>;- horn whiCh ........ 

:/2 1 h. IDENTICAL ,~nnU)lJ.I~ 0 'ilia I",.na.td 10 th. cown'r>;- In ~o.:k J 

111., II(.n .. /II,) ; 0 ... "ufI.d 
10 olhe, ,uunu ••• IInder hcen .. nu ________ _ 

(j w •• dltn.-d 10 the COl,In"y III OIQl;;Ir. 1 .,mh, "O.o.d I.e.,.. nQ 

__________ . CI" ..... , hceo_ IQt Ih., ... pllcant 

13. TOTAL VALUE· 

16. Spclflc PY'pGM lor WhICh "'. me'.r .. 1 it unporlMl (Q~. TfIMV. 
modl/bl"'" (N ''''''''.''''., lo.1Aut:I CUIUII'fJ 

2t. Nerne and Idclf ... of U.S. Ul .. rrnMl .... cOI'\Itanee (Q~'cpclt /«lIUj 
IN uPIM¥nrw.,.,cnll 

23. MtJI.ICANT"S STATE-MENT {Sc.UwIWliIHtIJ 
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FIGURE 5-IV-2. Application/License for Temporary Import of Unclassified 
Defense Articles (Form DSP-61). 
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FIGURE 5-IV-3 

Application/License for Permanent/Temporary Export or Temporary Import 
of Classified Defense Articles and Related Classified Technical Data 

(DEPARTMENT OF STATE USE ONLY) 

SEAL 
Signature 

License I, hereby granted to the ,.pplleant for the described commodity 
to be permanently exported from the U.S .• to be temporarily exported 
from and returned to the U.S., or to be temporarily imported into the 
U.S. and returned to the foreign owner, provided shipment i, made in 
lCCordllnce with the Department of Defense Industrial Security Manual. 
This license may be revoked. suspended or emended bv the Secretary of 
St.te without prior notice whenever the Secretary deems such action 
advisable. 100 NOT REPRODUCE THIS LICENSE f121.20Ic)) 

C 

LICENSE NO. • 
LICENSE VALID FOR 24 

MONTHS FROM ABOVE DATE 

UNITED STATES OF AMERICA DEPARTMENT OF STATE 
APPLICATION/LICENSE FOR PERMANENT/TEMPORARY EXPORT OR TEMPORARY 

IMPORT OF CLASSIFIED DEFENSE ARTICLES AND RELATED 
CLASSIFIED TECHNICAL DATA 

1. Date prepared 12. PM/MC ,ppl;cant codo l3ChOCk ono 4. Country of ultimate destination or sojourn 5. Country from which 
o Permanent export shipped !temporary 
o Temporary uport imports only) 
o Temporary import I' ... '_.-.. -. ".-. W~ 7. Names end telephone numbe'" of U.S. Government personnel (not PM/MC) 

familier with the commodity 

8. Heme. State end telephone number of epplicant contact if U.S. Government 
needs additional information 

TELEPHONE NUM8ER, 

11. 12. MUNITIONS 
9. QUANTITY 10. COMMODITY (Follow Inltrocrions c.,.fully} ~~~~g~~ LIST 13. VALUE 

CATEGORY 

o Herdwer. o Technical Date 

14. TOTAL VALUE: S 

15. Source Of rnlnufeeturer of commodity 16. Specific purpose tor which the meterial is required, including specific: 
program/end item 

17. Name and .cIdrea of teller in United States 18. Name end address of consignor in United Stetes 

19. Heme and edd,.... of cognlzent DIS IeCUrlty office 20. Nlme end add,", of 'ONI,n con.lln .. 

21. Name and addr ... of foralgn end-u_ 22. O.te end I.".. (TS. S or C) of security c_renee of flCllity in Item 5 

Date: Level: 

23. This application represents: 0 ONL Y completely new shipment; 

o ONL V the unshipped balance of lieente no. 

24. If commodity is being provided under. foreign Military Sele, (FMS) Of NOTE: APPLICATION CAN NOT INCLUDE 80TH 

Orent Aid lOAD) proor,"" ttete which andgivethecne 25. The IOENTICAL commoditY OWII' llcenlld to the country In block 3 

no, under license no. ; 0 was Ilcented 

26. Would approval of this application result In.n epp'ic::etion to export more to other count,i" uncl8f' licente no. ; 
highly clltSSifled commoditl"7 o was denied to the COUntry in block 3 under voided Ucense no. 
ONo Oy .. If yet. exp'lln In I CO'IW letter 16 COPI"" ;0 ... never Uc:ented for thl •• ppllcant 

28. LICENSE COpy TO 8E SENT TO; Namo, odd"", ZIP code 27. APPLICANT'S STATEMENT (SH In.rTUctionll 

I 
I, • hereby Ipply far I lleln" to com· 

(Typed neme) ,. plett the tran_ctlon dnerlbed .bow; w.rrlnt the truth of allmtementt made 
herein; end .eknowl.ctt-. und .... t.nd end will comply with the p,ovl,lon, o' 
Title 22 CFR 121·128 and 130, eny condltlonund IImltltlon,lmpoMd, .nd 
the 000 Indumla' Security Men..-1. 

Slgnlturl 

FORM DSP.n 
11/82 IDISCARD PREVIOUS EDITIONSI , -APPLICATION/LICENSE 

FORM APPROVED 
OM8 NO. 1405-0022 

FIGURE 5-IV-3. Application/License for Permanent/Temporary Export or 
Temporary Import of Classified Defense Articles and 
Related Classified Technical Data (Form DSP-85). 
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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 ~ sit4ation. i~ which the sigriificant 
adverse effect becomes appar~n' 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 thos~ cases wherein the foreign government has made an investment in the 
U.S. inventory under a Cooperative Logistics Supply 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 
spar.e parts and support equipment is provided to a forei9n country. 

6. Logistics Support. 

a. Use of U.S. Militar~ Logistics S~stem. Implementation of 
accepted FMS cases will be accomplis ed by the MIL EPs 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 1)oD has made or has approved pl ans 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
lished Cooperative Logistic Supply Support Arrangements (CLSSAs) which will be 
aff,orded 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 serviceabil ity 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 lias ,is/where 
is," this will also be stated in the LOA. 
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8. Communications securit~ (COMSEC) Programs. Discussions relating to ** 
COMSEC will not be initiated wit foreign governments without obtaining prior 
approval and specific guidance from DSAA. All foreign government requests for 
information will be forwarded to DSAA for staffing with cognizant DOD service 
organizations and definitive guidance. Upon notification of DSAA approva 1, 
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 000 7290.3M, etc. Specifically, the 000 component processing 
the request is also responsible for assuring that all National Disclosure 
Po 1 icy requ i rements are sat i sfi ed and that the program deta i1 s 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. Resppnsibility. The responsibility for the translation of any 

documents rests wlth 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 on ly, II i nforma 1 trans lations II 
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. SAO determines 
an informal translation of an English text is in the U.S. interest. In each 
case, trans lators must clearly mark the trans lated document II Informa 1 and 
unofficial translation -- English text governs." SAOs should ensure that a 
forwarding letter accompanies each contractual document (i.e., LOA) emphasiz­
ing that the English text is the officially binding document. 

c. Other Requests. SAOs will not provide translation assistance 
to contractors or others who are not a part of the U.S. or host country offi­
cial family. In the event the SAO 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 prospect i ve buyer wi 11 be prov i ded wi th 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 containing 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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in the U.S.) in writing of such requests. DSAA will provide the foreign firm 
with a copy of the written request, if unclassified, and of other unclassified 
records pertinent and material to the transaction, and give the foreign firm * 
an opportunity to provide data pertinent to the request, including a statement 
as to the amount of financial return to the U.S. economy should such a sale be 
made by the foreign firm. The foreign firm will normally be allowed 30 days 
to provide its comments. 

d. In the event it is determined that P&A data is to be provided, 
or that an LOA is to be issued to the requesting government, the Director~ 
DSAA will so advise the foreign firm, and,will provide upon its request, rele­
vant unclassified and nonproprietary P&A data. DSAA will advise the foreign 
firm of all renewals, modifications or extensions of such LOA prior to accep­
tance by the purchasing country. 

11. Third Party Transfer Certification. 

a. Department of State Authorit~. The Department of State, on 
behalf of the President, must consent to t e transfer of defense articles or 
defense services originally provided by the U.S. under MAP, sold by the U.S. 
under the AECA, or purchased commercially from U.S. sources under an export 
license issued pursuant to theAECA, Section 38, from the recipient to anyone 
not an officer, employee, or agent of that recipient. The third country 
recipient must provide appropriate security and retransfer assurances before * 
the Departm~nt of State will consent to such transfers (see FAA, 505(a), AECA, 
Section 3(a)). 

b. Congressional Notification. 

(1) Legislative Requirement. Under the AECA, Section 3(d), 
the Speaker of the House of Representatives and Chairman of the Senate Foreign 
Relations Committee must be notified in advance of the date the Department of 
State consents to the transfer of certain defense articles or defense services 
originally provided by the U.S. under MAP, sold by the U.S. under the AECA, or 
purchased commercially from U.S. sources under the AECA, Section 38, from the 
recipient to anyone not an officer, employee, or agent of the recipient. 
These include: 

(a) MDE Items. Any proposed transfer of MDE valued (in 
terms of its original acquisition cost) at $14.0 million or more. 

(b) Other. Any proposed transfer of any defense article 
or related training or defense service (in terms of its original acquisition 
cost) valued at $50.0 million or more. 

(2) Notification Timeframes. 

(a) Transfers to Other Than NATO, -NATO Member Countries, 
Japan, Australia, and New Zealand. For such transfers the Department of State 
must prpv; de certif; cat; on to the House and Senate at 1 east 30 days before 
consenting to the transfer. 

(b) Transfers to NATO, NATO Member Countries, Japan, 
Australia, or New Zealand. For such transfers the Department of State must 
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provide certification to the House and Senate at least 15 days before consent­
ing to the transfer. 

(3) Format. The certification to the Speaker of the House of 
Representatives and the Chairman of the Senate Foreign Relations Committee 
will contain the following information: 

(a) The country or international organization proposing 
to make the transfer. 

(b) A description of the defense 'artlcle or related 
training or other defense service proposed to be transferred, including the 
original acquisition cost. 

(c) The proposed recipient. 

(d) The reasons for the proposed transfer. 

(e) The date the proposed transfer will take place. 

(4) Emer~ency Situations. Approval of a transfer may be 
provided immediately wit out the 30-day waiting period if the President states 
in the certification that an emergency exists. 

(5) Exceptions. This reporting require~ent does not apply to 
the following transfers: 

(a) Temporary transfer of defense articles for the sole 
purpose of receiving maintenance, repair, or overhaul; 

(b) Transfer of maintenance, repair, or overhaul defense 
services, or of repair parts or other defense articles used in furnishing such 
services, if the transfer will not result in any increase, relative to the 
original specifications, in the military capability of the items to be main­
tained, repaired or overhauled; 

(c) Transfers pursuant to arrangements among NATO members 
or between NATO and any of its member countries for cooperative cross­
servicing; 

(d) Transfers pursuant to arrangements among NATO members 
or between NATO and any of its member countries for lead-nation procurement 
(see paragraph (6) beloW). 

(6) Lead-nation Procurement Exemption. In the category of 
transfers exempted from the reporting requirement of the AECA, Section 3(d), 
based on NATO lead-nation procurement, if the defense article or defense 
servi ce to be transferred was ori gi na lly purchased from the USG and that 
purchase had been the subject of a notification to the Congress under the 
AECA, Section 36(b), the proposed transfer is exempt from the reporting 
requirement of the AECA, Section 3(d), only if the Section 36(b) notification 
with respect to such lead-nation procurement had identified the transferee on 
whose behalf the lead-nation procurement was proposed. For Section 36(b) AECA 
proposed sales to NATO or to another NATO member country purchasing on behalf 
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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 
Republ ic 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 military equipment (SME) 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 niJmber (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 known 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 sale 

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 service 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 military equipment (SME) on the United States Munitions List; 
and 

g. Confirmation that the item in 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). 
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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 wi 11 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 -Annua 1 summar~. DSAA wi 11 provide to each DoD component a 
semi-annual summary listing 0 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 
qualifies 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 responsibi 1ity 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. DoD Component Respons i b i 1 i t*. The DoD component concerned, upon 
rece i pt of a request for FMS P&R, P&, 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 wi 11 
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 is at paragraph G.2.a. below.) The letter or message 
will be coordinated with DSAA-OPS. In the event the DoD component considers 
that there are important factors justifying an exceptipn 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 wi 11 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 wi 11 be selected by the DOD component and util ized to 
notify the foreign purchaser of commercia 1sa les preference. All commercial 
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foreign governments either through foreign military sales or commercial sales 
channels. See Table 7-1-1 for the current MDEL. 

3. Standard Foreign Military Sales (FMS) Cases. Standard FMS cases are 
divided into Defined Order Cases, ~'anket Order Cases, and Cooperative Logis­
tics Supply Support Arrangements (CLSSAs). These cases are used to provide 
major weapon systems, training, design and construction services, and related 
defense articles and services on a government-to-government basis from the 
U.S. Government. 

a. Defined Order Cases. A Defined Order case is one in which the 
items, services or training to be provided are stated explicitly on the Letter 
of Offer and Acceptance (DD Form 1513). 

(1) A defined order case normally requires a complete price 
and availability study. 

(2) The following types of materiel and services are normally 
provided through Defined Order cases: 

(a) System/Package Sales including major items and weapon 
systems and any related requirements to activate and operate the item or sys­
tem for an initial period of time, 

(b) Munitions, ammunition and other explosives, 
(~) Transportation services,· 
(d) Aircraft Ferry, 
(e) Cartridge Activated Devices/Propellant Activated 

Devices (CAD/PAD), and 
(f) Technical Data Packages (TDP). 

b. Bl anket Order Cases. Bl anket Order FMS cases represent an 
agreement between a foreign country or international organization and the U.S. 
Government for a category of materiel or services (normally identifiable to 
one or more end items) with no definitive listing of items or quantities. 

(1) Price & Availability information for Blanket Order FMS 
cases is not required because the purchaser normally estiniates requirements 
and requests an appropriate case value. 

(2) The customer's materiel requirements will normally be 
filled from procurement rather than from DoD stocks. 

(3) Blanket Order cases are established to facilitate and 
simplify procedures for foreign purchasers. 

(4) The ordering period of a Blanket Order case will normally 
be 12 months and will not exceed 24 months. 

(5) Blanket Order cases reduce administrative lead time since 
requi rements are submitted di rectly to the cognizant ~1i 1 itary Department 
International Logistics Control Office (or control point) or appropriate 
Defense Agency. 
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(6) Although the materiel and services described below ma~ be 
provided under Defined Order cases, these items and services lend themse ves 
to Blanket Order FMS case processing: 

(a) Spare and Repair Parts. Consumable or reparable 
items which become part of a higher assembly during period of use. Items are 
normally those listed in Allowance Part Lists, Initial Spares Support Lists, 
Initial Outfitting Lists, and the Provisioning Master Data Record. The case 
line items will identify the end item, weapon system or category of article or 
services for which spare or parts will be provided. 

(b) . Publications. The LOA for forms, catalogs, manuals, 
stock lists, engineering specifications, reports, books, maps, etc., required 
to order, maintain and support defense items and services must identify the 
weapon system or end item for which release of technical information is au­
thorized. Production technical data will not be provided on a blanket order 
case. 

. (c) Support EgUitment. Repair parts, assemblies, compo-
nents, special tool s, test equipmen , suppl ies and/or materiel recommended 
and/or allocated for supply and maintenance support of a weapon or end item. 

(d) Minor Modifications/Alterations Performed at U.S. 
Installations. Changes to an existing configuration as authorized by'the 000 
component concerned. The level of services must be specified in the case. 

(e) Technical Assistance Services. Services in the form 
of technical advice or performance of actions which require the expertise of a 
specialist. Technical assistance services include such processes as: deter­
mining the economy and feasibility of repair; estimating the level and nature 
of repair to be accomplished; analyzing feasibility to update the configura­
tion of items; determining the range and depth of spare parts needed to sus­
tain repair at various levels; establishing failure rates and analyzing 
reported failure data to make adjustments. Examples are: Engineering or 
Technical development; Site Survey Teams; installation and checkout of major 
items; systems evaluation; study groups to develop such essentials as engi­
neering requirement plans; systems integration and training programs; Program 
Activation Teams; and Technical Assistance Teams. 

(f) Training. Formal (classroom) or informal (on the job 
(OJT)) instruction of foreign students by 000 components, contractors (includ­
ing instruction at civilian institutions), or by correspondence courses, 
technical, educational, or informational publ ications and media of all kinds. 
Some examples are: established 000 management; language, technical, mainten­
ance or supply subjects/courses. OJT is generally structured to suit indivi­
dual purchaser requirements related to some form of experience which the 
student seeks. Contractor training is used to supplement or replace training 
which may not be available in the U.S. Government at the time the training is 
required; i.e., flight training at contractor's facilities. Correspondence 
courses cover the range of courses being offered by each of the mil itary 
departments. 

(g) Training Aid Devices. These are used principally to 
supplement information and/or training programs which the foreign purchaser 
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uses for educational purposes. Examples are: video tapes, slides, 8/16mm 
film, microfiche, transparencies, and aperture cards. 

(h) Repair of Reparable Items. Any items of supply of a 
durable nature which can normally be economically restored, when unservice­
able,to a serviceable condition through regular repair procedures can be 
covered under a Blanket Order FMS case. Once an LOA is implemented reparable 
items may be repaired at the request of the purchaser and with the approval of 
the appropriate military service inventory manager. LOAs must clearly iden­
tify the items eligible for repair. Some examples are: communications equip­
ment, radar, sonar, etc. 

(7) Items Restricted from Blanket Order Cases. Under Blanket 
Order FMS cases, certain restrictions are imposed. The following specific 
types of requirements may not be ordered under Blanket Order FMS cases: 

(a) Classified materiel (except Air Force). 
(b) Classified publications (Navy only). 
(c) Explosive ordnance items. 
(d) Major Defense Equipment (MOE) (see Table 7-1-1) and 

initial logistics support which is normally ordered for concurrent delivery 
with such items. 

(e) Significant Military Equipment (SME). 
(f) Lumber and other type commercial materiel. 

(Army only). 
(g) Nonstandard items except for medical supplies/drugs 

(h) Obsolete items (except Air Force). 
(i) Technical Data Packages (TOPs). 
(j) Non-MOE excess defense articles (except OLA). 

c. Cooperative Logistics Supply Support Arrangements (CLSSAs). 
CLSSAs are peacetime military logistics support arrangements designed to pro­
vide responsive and continuous supply support at the depot level for U.S.-made 
military materiel possessed by foreign countries and international organiza­
tions. The CLSSA is normally the most effective means for providing conunon 
repair parts and secondary item support for equipment of U.S. origin which is 
in allied and friendly country inventories. The CLSSA provides for the execu­
tion of Foreign Military Sales Orders (FMSOs) covering stockage, storage, and 
consumption as follows: 

(1) FMSO I. The FMSO I consists of an LOA covering the esti­
mated dollar value and total initial agreed list of items and quantities to be 
stocked and ma i nta i ned on order from procurement for support of the pur­
chaser's U.S.-furnished equipment. 

(2) FMSO I1. The FMSO II cons; sts of an LOA coveri ng the 
purchaser's estimated witharawals of materiel from the supply system for an 
agreed period (normally one year). This CLSSA requisition case is undefined 
as to items and quantities and reflects in a dollar amount, the estimated 
consumption for the agreed period. . 

NOTE: DOD Instruction 2000.8 prescribes the policies and criteria for estab­
lishing CLSSAs. Further details regarding CLSSAs may be found in Chapter 8, 
this manual. 
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C. PROCEDURES. 

1. Letter of Request. An eligible foreign country or international 
organization which desires P&R data, P&A data or an LOA from the U.S. Govern­
ment conveys that desire to the U.S. Government in a Letter of Request (LOR). 
Although no specific format is required for an LOR, the requestor must assure 
that the request is complete as indicated below: 

(1) The LOR must specify what is desired -- P&R data, P&A data 
or an LOA. 

(2) The LOR must contain the name and address of the origina­
tor and a traceable reference number (e.g., letter serial number). 

(3) The articles and services requested in an LOR must be 
sufficiently detailed to be understood clearly and provide a firm basis for 
estimates by the 000 component. 

(4) When LORs are received which do not meet the requirements 
of paragraphs (1) through (3) above, the 000 component initially receiving the 
request shall notify the requestor of the deficiency and hold action on the 
request until the information is received. 

b. Channels of Submission of LOR. The Department of State has ** 
statutory responsibility for approving all requests for Foreign Military Sales 
to eligible countries and international organizations. All requests for P&R, 
P&A, or an LOA are divided into one of two categories: "Significant Military 
Equipment" as ..defined in the ITAR and "all other Foreign Military Sales." The 
Department of State has established the following procedures for the 
submission of requests: 

(1) Significant Military Equipment (SME). Requests to pur­
chase SME, which originate in country Should be transmitted by the U.S. 
Embassy (rather than by the SAO or similar military element of the Embassy) 
and should be addressed to the cognizant DOD component with an information 
copy to the Bureau of Politico-Military Affairs, Department of State 
(SECSTATE-PM) and the Office of the Secretary of Defense, Defense Security 
Assistance Agency (SECDEFjDSAA), and the unified command. Requests to pur­
chase SME which originate with purchaser country representatives in the United 
States should also be addressed to the cognizant DOD component with an infor­
mation copy to the Bureau of Politico-Military Affairs, Department of State, 
and the Secretary of Defense, Defense Security Assistance Agency. For MOE 
items, the cognizant 000 component will provide the applicable unified command 
and SAO with a copy or details of the purchaser's request, as appropriate. The 
following must be addressed in transmission of the request by the U.S. 
Embassy: 

(a) The reason the nation desires the articles or ser-
vices. 

(b) How the item would affect the recipient's force 
structure and how it would affect the recipient's capability to contribute to 
mutual defense or security goals. 

,\ (c) The anticipated reactions of neighboring nations. 
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(d) The ability of the purchaser to operate, maintain, 
and support the article. Training required either in-country or in the U.S. 
and the possible impact of any in-country U.S. presence that might be required 
as a result of providing the article. 

(e) The source of fi nanc i ng and the economi c impact of 
the proposed acquisition. 

(f) Relevant human rights considerations that might bear 
on the proposed acquisition. 

- (g) Whether the U.S. Government should approve transfer 
of the article and reasons therefor. -

(2) All Other Foreign Military Sales (non-SME). Requests for 
P&R, P&A, or an LOA which originate in the purchaser's country should be 
transmitted either by the customer country's authorized representative or the 
000 element of the U.S. country team directly to the cognizant 000 component, 
with an information copy to the Unified Command, Bureau of Politico-Military 
Affairs, Department of State, and Department of Defense, Defense Security 
Assistance Agency. Requests originated by foreign representatives of the 
customer country in the U.S. should be sent directly to the cognizant DoD 
component with an information copy to the Bureau of Politico-Military Affairs, 
Department of State, and the Offi ce of the Secretary of Defense, Defense 
Security Assistance Agency. 

(3) Exceptions. ** 
(a) Direct Submission to State or DSAA. In exceptional ** 

circumstances requests for P&R, P&A, and [OAs may be submitted directly to the 
Bureau of Politico-Military Affairs, Department of State, and the Secretary of 
Defense, Defense Security Assistance Agency. Such submission should be used 
only when the U.S. embassy in-country or the purchaser's representative in the 
U.S. believes that the request is sensitive enough to require a higher level 
policy determination. 

(b) Reguirement for Copies Furnished. DoD components ** 
receiving requests for P&R, P&A, or an LOA wil' assure that the Department of 
State and DSAA are on distribution for copies of the purchaser's request. If 
copies have not been furnished, immediate action is required- to furnish the 
copi es. Further, for MOE requests recei ved from the purchaser's representa­
tive in the U.S., the DoD component will provide the unified command and SAO 
with a copy or details of the purchaser's request, as appropriate. 

(c) Unknown 000 Component. When the cognizant DoD com- ** 
ponent cannot be readily determined by the purchaser or the SAO/U.S. embassy, 
the P&R, P&A, or LOA request should be submitted to SECSTATE/PM and SECDEF/ 
DSAA for further dissemination. 

(4) DSAA and State Department At&roval. Based upon receipt of ** 
the information copy of the P&R, P&A, or the [ request, DSAA ,and the State 
Department will, within five working days, initiate the necessary coordination 
to determi ne if the request is approved, di sapproved, or if further corre­
spondence by the DoD component with the requestor shoul d be suspended unti 1 
completion of the required coordination. For MDE items, DSAA will immediately 
advise the DoD component of the initial approval or if difficulties are 
foreseen. For any MOE or non-MDE request that is not approved, DSAA wi 11 
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immediately advise the cognizant 000 component to stop further processing on 
the purchaser's request, the rationale for the. decision, and of the further 
actions required with regard to a response to the purchaser. In the absence 
of such notification byDSAA, all requests will be processed for DSAA final 
coordination and countersignature in accordance with Chapter 7, Section II, 
paragraphs C9 and CIO. 

(5) DOD Component Recommendations. In the p.vent the cognizant ** 
DOD component recommends that the purchaser's request be disapproved, the DSAA 
Operations Directorate will be notified. DSAA will coordinate the disapproval 
with the Bureau of Politico-Military Affairs, Department of State. 

2. Responses to Letters of Request. 

a. General. Normally, when preliminary data is required by a 
foreign country or international organization for planning or in anticipation 
of a purchase under FMS, P&R data will be provided. P&A data will be provided 
only in pxceptional situations. See Paragraph B.l. above for a description of 
P&R and P&A data and paragraph C.1.b. above for the channels of submission of 
requirements for data. 

b. Discussions with Foreign Governments and International Organi­
zations. Economic, production, and budget uncertainties all contribute to DOD 
component difficulties in making accurate cost and del ivery estimate"s. The 
large volume of PAR estimates which are processed also increases the likeli­
hood of human error. In any event the utmost discretion must be exercised by 
members of the country team or other U.S. officials in discussion of P&R data 
with foreign government or international organization officials. Only 
specific data approved and provided by the DOD component or the DSAA should be 
used. This same discretion must be exercised in those exceptional 
circumstances where P&A data is provided. 

c. Format for P&R Data. P&R data will not be used to develop an 
LOA. The following format must be used in responding to a request for 
Planning and Review (P&R) data, e.g., list the: 

(1) Quantity, major item/service and estimated cost. (Cost 
must include adjustments for inflation. In the absence of the availability of 
clear inflation trends on a given system, the OSD/C standard inflation factors 
should be used.) 

(2) Ancillary support equipment which is necessary for the 
operation and maintenance of the system requested and include the estimated 
cost. 

(3) Estimated dollar value of integrated logistics support 
(ILS) element items in addition to those in subparagraph (2) above which are 
necessary to support the system, e.g., training, publications, etc. 

(4) Estimated accessorial charges. 

(5) Source of the data (e.g., last contract award, stock 
price) • 

7-6 Change No.6, 1 March 1986 



000 5105.38-M 

(6) Estimated availability of the articles/services. 

(7) Key assumptions used in developing the data, for example: 

(a) Standard DOD component factors were used in develop­
ing the ancillary equipment and/or ILS elements necessary to support the 
quantity of items requested. 

(b) . Training and publication cost estimates are based on 
criteria used by the DOD component. 

(8) Key factors which will effect the above planning data, for. 
example: 

(a) Current contract for this item expires on (indicate 
date) and an LOA must be accepted by (indicate date) so that options can be 
added to the current contract. If an LOA is not accepted by the indicated 
date, the price may rise substantially and new data will be required. 

(b) Production line is due to phase out by (indicate 
date). Start-up costs would have to be applied if an LOA is not accepted by 
(indicate date). 

(c) Materiel has a shelf-life of (indicate date). 

(9) Expiration Date: • After this date, if the 
article/service is still under review, revised data should be requested. 

(10) Validity: The above information is not valid for purposes 
of preparing an LOA and may not be adequate for budgetary purposes. It. is 
planning information for review purposes only, to assist in your government's 
determination of the feasibility of requesting an LOA. 

(11) The DO Form 1513 will not be used to provide P&R data. 

d. Format for P&A Data. P&A data will be prepared along the same 
guidelines as an LoA·. p&A information normally will be provided separately 
from an LOA. An information copy of P&A data provided to all foreign coun­
tries and international organizations will be furnished the DSAA, Operations 
Directorate. Any country request for P&A preparation on a DO Form 1513 will 
be considered as a request for an LOA. P&A data should include the following 
st.atement: 

Expiration date: After this date, if the article/ 
service is still under review, revised data should be requested. 

e. P&R and P&A Estimates are not Commitments. All responses for 
P&R and P&A data will include the following note: liThe provisions of the 
foregoing P&R (or P&A) data does not constitute an agreement between the U.S. 
Government and the Government of (insert the appropriate foreign country), nor 
aU. S. Government commi tment to provi de the arti cl es or servi ces for whi ch 
these estimates are provided." 
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f. Agents Fees or'Commissions. Any P&R or P&A quotation which 
conta ins agents fees or comm; ss; ons wi" be coordi nated with the Management 
Division of the oSAA Operations Directorate before dispatch. 

g. 00 Form 1513 - Letter of Offer and Acceptance (LOA). 

(1) Purpose. The 00 Form 1513 -- Letter of Offer and Accep­
tance (LOA) will be used for all foreign military sales of defense articles 
and services (including training) and sales of design and construction ser­
vices by all 000 components. Annex A of the LOA contains the General Condi­
tions which are an official part of every offer issued. 

(2) Peri ods of Effecti veness. The LOA wi 11 itemi ze the 
defense articles and services offered, and when executed becomes an official 
tender by the U.S. Government. An accepted LOA is effective until all arti­
cles offered are delivered and all services completed. LOAs for blanket order 
FMS cases, training cases or cases covering the provision of a continuing ser­
vice (e.g., contractor administrative services or engine or component improve­
ment programs), may provide for up to a two year's duration, provided the 
total value of the case dQes not exceed $5 million. Exc~ptions to this effec­
tive period and dollar limitation require the approval of the oSAA. 

(3) Acceptance. Signing of the LOA by the designated foreign 
official, together with applicable funding constitutes the agreement of the 
foreign government or international organization to the offer and constitutes 
a contractual commitment between the U.S. and foreign government or interna­
tional organization. 

h. Response to Reguests Which Involve Less Than Economic Order 
Quantiti; (EOQ). When a request is received for P&R, ptA or an LOA which 
cannote supplied from stock and cannot be immediately obtained from normal 
procurement because it represents less than an Economic Order Quantity (EOQ), 
the response to such requests should provide the following information to the 
country or international organization: 

(1) Whether the contractor would be willing to provide the 
quantity requested under separate procurement, and if so at what pri ce and 
availability date, and 

(2) Whether a U.S. Government procurement is planned for the 
near future, the anticipated price of such procurement and the anticipated 
delay in supply the item if the requirement were held pending such procurement 
in conjunction with U.S. Government procurement. All such responses to a 
foreign country or international organization must be coordinated with oSAA 
Operations. 

i. Negative Responses. When it is determined that a 000 component 
cannot respond favorably to the foreign country or international organization 
request, the proposed negative reply must be coordinated with oSAA Operations. 
The oSAA will coordinate with the Department of State as required. This 
procedure applies to inquiries involving requests for foreign military sales, 
requests for coproduction, requests for offset arrangements, requests for 
sensitive technical information, lease, etc. This procedure is not intended 
to apply to negative responses to inquiries of a technical nature involving 
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accepted and implemented FMS cases unless, if approved, the request would have 
resulted in the issuance of an amendment to the basic LOA (e.g., requests 
involving a significant modification of a system or an increase in the overall 
capability of the item requested, etc.). In addition, the following routine 
training actions are exempt from this prior coordination requirement: however, 
the DSAA should be an information addressee on all such responses: 

(1) Denial of requests within established policy (e.g., 
training courses closed to all foreign nationals; information not cleared for 
release; training for support equipment not in the purchaser's inventory). 

(2) Notification of class' cancellations for previously ap-
proved quotas. 

(3) Quota requests which cannot be accommodated within desired 
timeframe. 

(4) Senior officer courses where annual foreign participation 
is limited and restricted to those invited by chiefs of services. 

3. Coordination of Requests for P&R, P&A, or an LOA. 

a. The Director, Joint Staff, Office of the Joint Chiefs of Staff 
and the USDR&E must be advised by the DSAA utilizing the format at Figure 
7-1-2 of all new requests for P&R, P&A, or an LOA which meet the following 
criteria: 

(1) All requests for Coproduction or Licensing Agreements for 
Major Defense Equipment as defined in paragraph B.2.a.(2) above. 

(2) All other requests for MDE which are expected to result in 
a notification to the Congress or those determined by the Director, DSAA 
Operations to be of a sensitive nature. 

b. The receipt of the information copy by DSAA of the P&R, P&A, or 
LOA request .required by paragraph C.1.b. will be the basis for the above 
notification. 

NOTE: All requests for information, no matter how informal the request, e.g., 
oral, letter, message, etc. (other than P&A requests intended to lead to the 
preparation of an LOA), are considered to be P&R requests and require the same 
channels of submission as outlined in paragraph C.1.b. above. 

4. Letter of Intent (LOI) (DD Forms 2012, 2012-1, 2012-2). 

(1) T¥pes of LO!. There are two Formats for LOIs: The DD 
Form 2012, used to flnance procurement of long lead time items prior to the 
issuance of an LOA; and the DD Form 2012-1, used to finance procurement of 
long lead time items during the period between issuance of an LOA and accep­
tance by the purchasing country or international organizations. 

(2) Limitation of Cost or Funds. As both forms contemplate a 
specified dollar limitation upon the liability of the purchaser for the 
procurement of long lead time items, in order to comply with the requirements 
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of the Arms Export Control Act, it is necessary that all cost-reimbursement 
contracts awarded to implement a LOI (procurement as well as research and 
development) include a Limitation of Cost or Funds contract clause (see DAR 
7-203.3(a), 7-402.2 and 7-702.11). That clause may be deleted by contract 
amendment after the purchaser's acceptance of the LOA. 

(3) Aeprova 1 of the DSAA. Use of the DO Form 2012 does not 
constitute authorizatlon to take implementing action under such LOI in advance 
of compliance with the statutory reporting requirement of Section 36(b) of the 
AECA. In the event that a 000 component is of the opinion thilt production 
scheduling requirements necessitate initiation of procurement of10ng· lead 
time items in advance of full compliance with Section 36(b) of the Arms Export 
Control Act, the 000 component concerned shall, ptior to transmitting a pro­
posed LOI to the purchasing country, or international organization, promptly 
forward its recommendations to the Director, DSAA, for a decision. If an 
exception ;s made by the Director, DSAA, a modified version of the DO Form 
2012 or 2012-1 will be provided to the 000 component by the OSAA on a case­
by-case basis. 

(4) Amendment to the LOI. DO Form 2012-2, Amendment to Letter 
of Intent, should be used for amending LOIs as provided for in paragraph 2(c) 
of DO Form 2012 and DO Form 2012-1. 

(5) Sample Formats. Refer to Figures 7-1-3, 7-1-4 and 7-1-5. 

{6) OSAA Countersignature. OSAA countersignature is required 
prior to the submission of any DO Form 2012, DO Form 2012-1, and DO Form 
2012-2 to the purchaser. 
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FIGURE 7-1-1. (continued) 
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FIGURE 7-1-2 

MEMORANDUM FOR THE: CHAIRMAN,JOINT CHIEFS OF STAFF 

DoD 5105.38-M 

-UNDER SECRETARY OF DEFENSE, RESEARCH AND ENGINEERING 

SUBJECT: Security Assistance Request for Major Defense Equipment (MDE) -
(Insert Country or International Organization) 

(*) (Insert additional information, if reguired). 

(*) If you have any views or recommendations regardi'ng this request, please 
advise DSAA by (Normally 15 days from date of this memo). 

DIRECTOR/DEPUTY DIRECTOR, DSAA 

Attachment 
a/s 

Copy Furnished: 

DUSD/RESEARCH & ENGINEERING (IP&T) 
OJCS, DIRECTOR, J-5 
DSAD/lSP (IETSP) . , 
Applicable Security Assistance Organization in country 
Applicable DoD component 

* Normally, memos will be classified Confidential. 

FIGURE 7-1-2. Memo -- subject: sA Request for MDE. 

* 
(Deletion) 
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C. PROCEDURES. 

1. Consistent with the provls1ons of Chapter 7, Section· I, Paragraph 
C.1.b., the 000 component should proceed with the development of the LOA upon 
receipt of the LOR from an FMS customer, American embassy, or Security 
Assistance Organization (SAO). 

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 proper channels. Approval 
channels for LORs are included in Chapter 7, Section I, paragraph C.1.b. 

3. 000 components must formally acknowl edge recei pt 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 000 component is 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 ·>tn the MASL, it is the 
responsibility of the 000 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. 

~. Identification of Dollar Items. The LOA will group generically 
into a single line item dollar-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 1 ine items to the extent that they are compatible with the MASL 
breakout and reporting by generic code identification. End items which are 
iden'tified by separate generic codes shall not be commingled with dollar­
denominated items with a different generic code. 

6. 000 components will process 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 servi ces. As such, the DD Form 1513 and its enclosures must provi de 
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 is 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 7-11-7 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 artic.les and/or services being sold. Items indicated by "X" 
must be addressed in Notes or Supplemental Terms and Conditions to the DO 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
pl ementary Informati on for Letters of Offer". In additi on, the Checkl i st 
shown in Table 7-11-8 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) Understandin 
Purchaser of Method of S 1pment. ere mus e c ear un ers an 1ng etween 
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 instructi ons furni shed by the Defense Logi sti cs 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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b. Inclusion of nonrecurring RDT&E and produc­
t.ion cost recoupment in accordance with 000 Directive 2140.2. 

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

provisions of DoD 7290.3-M. 

7290.3-M. 

d. Replacement cost in accordance with the 

e. Asset use charge as described in DoD 

f. First destination transportation costs. 
~.. Recurring support costs. 
n Unfunded costs. 
T. Appl icati·on 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
going DoD component procurement prices, e.g., the Selected Acquisition Report 
(SAR) • 

7. Source for Schedule of Payments. 

8. A comparison 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 7-11-4 is a suggested format for use 
in presenting 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. 

(2) Termination Liability TIL Worksheets to be Included with 
Selected Letters of Offer. The purpose of this worksheet is to provide the 
Director, OsAA with information concerning the implementing agency's 
determination of and plan for the·collection of an appropriate amount of funds 
to cover the liability that would accrue to the U.S. Government should the 
sales agreement be terminated prior to normal completion. This worksheet is 
for interna 1 management purposes and normally wi 11 not be furni shed to the 
purchaser of the defense article or service. 

Note: For amendments and modifications exempt from countersignature, imple- ** 
menting agencies should provide copies of Termination Liability Worksheets 
(TLW) directly to the DSAA Comptroller (FMD) and SAAC (FSRC). 
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(a) Offers of $7 Million or More. LOAs (DO Form 1513) 
with a total case value of seven million dollars or more will be accompanied 
by a termination liability 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 wo~ksheet: 

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

2. Total Payment. Amount required to be deposited 
for both disbursements ana 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. Reserve Reguirements. Amounts required to be 
co 11 ected in advance ana he 1 din reserve duri ng the peri od covered by the 
scheduled payment (i.e., the next 3 months after payment date). Reserve 
requirements consist of: 

a. Contractor Holdback. Amount earned by con­
tractors or suppl iers during die period •. 

b. . Termi nati on Li abi 1 i ty. Amount requ i red to 
cover the financial liability-of the OSG should the contract be terminated 
during the period. 

(c) Format for Use. Figure 7-11-5 presents a format for 
use in presenting this termination liability reserve information. Entries for 
each date should show both the quarterly transactions and the cumulative 
totals. 

(d) Exclusions. TIL 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 be provided from Department of Defense inventories (i.e., Source of Supply 
"S"). .. 

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

5. Cases wi th payment terms of "Cash wi th Accep-
tance." 
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(e) Distribution. Implementing Agencies will provide two 
copies of the Termination Liability Worksheet with each applicable DO 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 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 of the LOA. Upon recei pt of the LOA and T /L worksheet, SAAC 
shoul d 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. 

Note: For amendments and modifications exempt from countersignature, ** 
implementing agencies should provide copies· of termination liability 
worksheets (TLW) directly to the DSAA Comptroller (FMD) and SAAC (FSRC). 

(f) Quality Control. Implementing Agencies. must ensure 
that adequate qual ity control s exist to assure the mathematical integrity of 
Termination Liability Worksheets. Termination liability/contractor holdback 
reserve requirements must be projected to 1 iquidate by the last scheduled 
payment. 

(3) Nonrecurrin~ Cost (NRC) Recou*ment summar~. A data sheet 
in the format of Figure 7-II- will be include with allOAs to identify 
whether NRC Recoupment Charges are included in the LOA. DSAA will review this 
information and forward a copy to SAAC for info and retention. 

Note: For amendments and modifications exempt from countersignature, imple­
menting agencies should provide copies of the NRC recoupment summary worksheet 
directly to DSAA Comptroller (FMD) and SAAC (FSRC). 

** 

9. Coordination of Letters of Offer and Acceptance (LOAs), Amendments, ** 
Notices, and Letters of Intent (LOIs). 

a. 000 Component Coordination. All LOAs and LOIs should indicate 
a coordination by the comptroller and legal counsel of the appropriate 000 
component. 

b. DSAA Coordination. DSAA coordination will be accompl ished by 
the Operations Directorate (DsAA-OPS) on all LOAs, amendments, notices, and 
LOIs which require countersignature during the countersignature process. 
DSAA-OPS is responsible for obtaining all internal DSAA coordination and the 
coordination of all appropriate OSD staff elements. While DSAA coordination 
occurs during the countersignature process, it is not synonymous therewith and 
constitutes a separate function. The DSAA point of entry for coordination of 
the aforementioned documents is the DSAA Comptroller (FMS Control Division). 

10. Countersignature. All LOAs and LOIs require DSAA countersignature. 
All amendments and notices except as specifically exempted in Chapter 8 also 
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require countersignature. Note that no exemptions will apply to amendments or 
notices which involve Congressional notification [Sec. 36(b)] or FMS credit, 
MAP, or third country financing. 

a. Procedures. Upon DOD component finalization of the foregoing 
documents and in the case of Section 36(b) AECA Congressional notification 
actions, five days prior to the expiration of the Congressional review period, 
DOD components will forward to the DSAA-Comptroller (FMS Control Division) the 
signed original and two copies of all documents for DSAA coordination and 
countersignature. For documents involving FMS credit or MAP financing, the 
signed original and three copies will be forwarded. The DSAA-Comptroller will 
routinely forward all submissions to DSAA-OPS for coordination prior to 
countersignature. The DSAA Comptroller will take action to process and enter 
appropriate data extracts into the DSAA FMS data base. 

b. Return to Preparing DoD Component. Subsequent to DSAA coordi­
nation and processing, the DsAA Comptroller wil': countersign the document and 
return the original copy to the originating DoD component for onward process­
ing to the prospective purchaser; forward a copy to the SAAC with the termi­
nation liability worksheet, nonrecurring cost recoupment worksheet, and 
financial analysis, if applicable; and retain a copy in order to enter the 
appropriate information into the DSAA FMS data base. 

11. Incomelete Documentation. FMS transactions submitted for DSAA coun- ** 
tersignature whlch do not include the proper documentation will be returned to 
the preparing DoD component without countersignature. If the urgency of the 
situation requires processing without waiting for the required documents, the 
matter shoul d be referred to the Di rector or Deputy, DSAA-OPS. DSAA-OPS, 
following its review, will coordinate with the Comptroller. If approved, the 
transaction will be processed and countersigned. 

12. DD Form 1513 - Duration of Offer. 

a. Expiration Date on Offer - Standard. Each Letter of Offer (DO 
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 000 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 
processing required for countersignature and for DoD component issuance of the 
LOA or Amendment to the purchaser. 

b. Ex iration Date on Offer - Exce tion. If a shorter expiration ** 
period is require ecause 0 . t e val 1 ty 0 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 Offer 
which explains why the expiration period is less than 60 days. Offer expira­
tion dates in excess of 85 days require the DSAA approval. 
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13. Acceptance of Offer. The purchaser should complete the acceptance 
portion of the DO 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. Resuests for Extension. Requests by the purchasers for exten­
sions to expiratlon 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 
extens ions. Normally, the greater the peri od of time between offer and 
acceptance the greater the 1 ikel ihood of decreased accuracy of the P&A data 
contained in the LOA. 

b. 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). 

c. SAO Notification of Acce tance or Rejection. Each Security 
Assistance OrganlZatlon Wl lmme late y a vlse t e 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 organiza­
tion. 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 orga'nization by message' 
when the LOA is accepted by an authori zed representati ve 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. I'f such :notice is not received within ten 
calendar days after the expiration date, the LOA, even though accepted, will 
be automatically cancelled. 

d. Pen-and-Ink Changes - DD Forms 1513 and 1513-1. Pen-and-ink ** 
changes are modifications to aD 1513 or DD 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 possible. The change may be at the 
request of the purchaser or at the initiative of the issuing DoD component. 
If the change authorizes any increase in scope or any revision of the terms of 
sale or total costs, DSAA-Comptroller, FMS Control Division, must concur prior 
to authorization. The issuing agency must authorize the pen-and-ink change by 
message or letter to the purchaser with a copy to SAAC/FSR and DSAA-Comptrol­
ler, FMS Control Division. Extensive changes must be made by issuance of a 
new or restated DD 1513 or DD 1513-1 (after acceptance of the basic case) 
rather than by a pen-and-ink change. Copies of all DD 1513s and DD 1513-1s 
(including revised termination liability worksheets, if applicable') that have 
been modified by authorized pen-and-ink changes must be disseminated to the 
required organizations (for example, SAAC). 
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e. 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 furnished a signed 
copy to DSAA/Comptroller (ATTN: Data Management Division).' 

14. Addresses of Military Department Central Activities Responsible for 
FMS Transactions. 

a. Army: 

b. Navy: 

c. Air Force: 

Department of the Army 
U.S. Army Security Assistance Center 
SOOl Eisenhower Avenue 
Alexandria VA 22333 

Department of the Navy 
Chief of Naval Operations (OP~63) 
Washington DC 203S0 

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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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 DoD direct or' guaran­
teed FMS credit or MAP funding is used, insert the Fiscal Year of the FMS 
credit or MAP program followed by the words FMS Credit or MAP as appropriate. 
If the sales agreement is financed by a combination of Sources, 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 SUBMISSION OF THIS NOTICE FOR COUNTERSIGNATURE 

1. The DSAA Comptroller (FMS Control Division) is the point of entry, ** 
within, DSAA for coordination and countersignature of LOAs, LOIs (and 
amendments thereto), and notices to LOAs. In connection with the 
countersignature process, DSAA coordination will be accomplished by DSAA-OPS. 
See Chapter 7, Section II, Paragraphs C.9. and C.10. 

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 
accepta~ce, 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 line item in 
accordance with Chapter 7, Section II, paragraph C.8.c.(1). 

, 7. All DD Forms 1513 must be 1 isted 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 DO Form 1513 should appear at the bottom of all 
copies submitted to the DSAA for countersignature, excluding the original. 

TABLE 7-11-1. (Continued) 
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TABLE 7-II-2 

TRANSPORTATION INSTRUCTIONS, DO FORM 1513 

A. SALE OF MATERIEL 

1. When all items on the Offer and Acceptance document (DO 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 DO Form 1513: 

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

Code 

A 

y 

z 

x 

Explanation 

Freight and parcel post shipments will be released auto­
matically by the shipping activity without advance notice 
(Notice of Availability). 

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
ly released. 

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. 

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

U.S. Service will sponsor the shipment to a country 
address. Under thi s agreement Block (34) (Frei ght 
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, 
i.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. 

TABLE 7-11-2. Transportation Instructions, DO Form 1513. 
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AIRCRAFT 
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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 liable for any import 
fees, duties, or other charges levied by the purchaser. 

E. Date of del ivery 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. Gov~rnment regulations, prior to flight. 

I 

G. It is agreed that there will norm~ll.Y be no USG/purchaser splits in ** 
crews. Any USG/Purchaser split in crew composition must be approved by 

based upon a request submitted by the Purchaser setting forth 
~tT""'he-r-e~a-s-o-n-s-""'fo-r- the request, the desired crew composition, and the aircraft 
qualifications of proposed crew members of the Purchaser. If split crews are 
used, the ai rcraft commander must be an offi cer of the USG who wi 11 have 
command and" control over the aircraft. If more than one aircraft is being 
ferried, the designated flight leader will be an officer of the USG and will 
have command and control over all aircraft. 

TABLE 7-11-3. Additional Terms and Conditions -- Aircraft. 
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ADDITIONAL CONDITIONS 
AIRCRAFT FERRYING (PURCHASER-OWNED) 
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A. The U.S. Government wi)l provide for movement of aircraft to point of 
delivery specified on the reverse of the DO 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 wi)l 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 en route 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 USG/purchaser spl its in 
crews. Any USG/Purchaser split in crew composition must be approved by 

based upon a request submitted by the Purchaser setting forth 
Ttr.-fie~r~e~a~s~o-ns~f"'o-r-the request, the desired crew composition, and the aircraft 
qualifications of proposed crew members of the Purchaser. If split crews are 
used, the ai rcraft commander must be an offi cer of. the USG who wi 11 have 
command and control over the aircraft. If more than one aircraft is being 
ferried, the designated flight leader will be an officer of the USG and will 
have command and control over, a 11 ai rcraft. 

TABLE 7-11-4. Additional Conditions Aircraft Ferrying (Purcfiaser-OwnedJ. 
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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 pr6posal sVbmitted 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. All property, materiel, equipment, household furniture, appli­
ances and suppl ies imported into (country) by the Contractor or its 
subcontractors exclusively for use in support of the Contractor and its 
pe!"sonne1 and consigned and marked, as required or approved by the U.S. 
Government sha 11 be exempt from import and export duties, taxes, 1 i censes, 
exci ses, imposts, and any other identifi abl e charges. Duty-free import of 
major app 1 i ances for personnel support sha 11 be 1 imited to one (1) each: 
stove, refrigerator, freezer, washing machine, clothes dryer, and two (2) each 
te~evisions 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 remov~d 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 
(countr~) to a purchaser other than an agency of the GO or other person 
entitle to duty-free importation. The Contractor shall maintain any inven­
tory control and accounting system adequate to reflect the usage and disposi­
t i on of all Contractor-owned property whi ch 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 emp' oyees of either and the 
dependents of such employees. Duty-free entry of employee/dependent personal 
househo 1 d goods, supp 1 i es or persona 1 effects shall be 1 imited 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 
fami 1y member of personal household goods, supp1 i es 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 
items 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 9oods, 
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---o:Y" the Contractor sha 11 serve to increase the 
contract price and will be reimbursed to the Contractor at cost, including 
applicable overhead and G and A, but excluding profit, out of national funds * 
(not FMS Credit or MAP funds) to be provided by the GO _____ under this LOA. * 

4. The GO agrees that the appropriate agency of the GO will 
implement any policy 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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tuition" rates billed to purchasers. Asset use charges of DoD services are to 
be ~ncluded as part of the cost of performing the service. 

H. REPLACEMENT PRICE FOR SECONDARY ITEMS. 

1. Criteria for Charging Such Costs. The stock list 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. 
wi 11 refl ect the Hem se' li ng pri ce as a s i ng1 e 
price plus the ASD(C) published surcharge amount. 
to countries in the price reported by the MILDEPs. 

MILDEP Del ivery reports 
price combining stock list 

SAAC will submit billings 

4. Applicability. This instruction 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 OSD/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 ([OAs). MI[DEPs and other implementing agencies are responsible 
for preparing [OAs and for establishing esUmated 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 guid­
ance provided by DSAA. They are responsible for establishing management sys­
tems 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. All * 
LOAs and LOIs, as well as amendments and modifications (except those specifi- * 
cally exemptetl in Chapter 8) will be submitted to the DSAA Comptroller (FMS * 
Control Division) for coordination and countersignature prior to submission to * 
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the country. Thi s procedure does not sati sfy DSAA requi rements for approval * 
or coordination prior to LOA or related document formulation. * 
K. TERMS OF SALE AND TYPE OF ASSISTANCE CODES (REFER ALSO TO TABLE 7-111-1). 

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 000 stocks (includes defense articles and 
services of 000 personnel except those services provided under 
Section 29). 
Section 22. Sale from 000 procurement (includes defense articles 
and services of 000 contractor personnel except those services pro­
vided under Section 29.). 
Section 23. 000 direct credit extended to a purchaser to finance a 
sale from 000 stocks or 000 procurement. 
Section 24. 000 guaranteed credit extended to a purchaser to 
finance a sale from 000 stocks or 000 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 I, and Cash with Acceptance) insert the following: II Payment 
will be in 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 line 
item in the case. 

2. Initial Deposits (Refer also to Table 7-111-1). 

a. Determininr Initial Deposit. The terms of sale and projected 
date of delivery or per ormance 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 000 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 ~ayments by the purchaser. 
Historically, such sales were referred to as "dependable undertaking. 1I By 
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law, however, only sales from procurement sources (Section 22 or Section 29 of 
the AECA) are dependable undertakings -- sales from 000 stocks require terms 
of sale of either "Cash with Acceptance" or "Cash prior to Delivery." 

b. Payment of Initial De£osits. To accept an LOA, the purchaser 
may be required to make an ;n;tialeposit 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. 000 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 DO Form 1513. 
In the absence of such payment, there is no 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 
dependaQle undertaking (and, accordingly, are not listed in Table 7-III-2), 
.terms of sale on a cash sale from procurement wi 11 be "Cash with Acceptance, II 
unless DSAA has provided approval for other financing terms • 

. c. com~utation of Initial Deposit. Except for FMSO I, the imple­
menting agency wi 1 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 000 inventories, etc.) from th~ expiration date 
of the offer set forth in the LOA through the day immediately preceding the 
calendar quarter to which the first bill appl ies. New FMS agreements can 
enter the bill ing 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 ~hould 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 bill ing 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 Exgiration Date: 15 December 
Initialeposit: Costs to be incurred 

from date of acceptance through 30 June 
First Forecast Quarter in Payment Schedule: 

1 July thru 30 September 
liAs of Date"of Billing: 31 March 
Approximate Mailing of Billing: 15 April 
Payment Due: 15 June 

DoD 5105.38-M 

(1) Detail guidance for determining initial deposits and pre­
paration of payment schedules is given in DoD 7290.3-M, Chapter 4. Figure 
7-III-l 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 in advance of delivery of defense articles and 
renderi ng of defense servi ces and des i gn and constructi on servi ces 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) "Dep~ndable 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 Deliver
m
.1I Under this term, the U.S. Govern­

ment issues bills to the purchaser at t e 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 Del ivery." 

(5) IIFY (insert two digit fiscal year of FMS Credit program) 
FMS Credit. II This term applies to payment for a Foreign Military Sale in 
whole or in part with FMS loan funds, extended or guaranteed by DOD under 
Sections 23 and 2~ of the AECA or under other legislation. Paragraph B.3e of 
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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) in 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 di it fiscal ear of MAP MAP 
Merger." This term app 1es to payment or a orelgn 1 1tary a e 1n woe 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 LO~ 

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 of each or some line items, except where FMS Credit or MAP funds are 
cited in which case a dollar breakout will be shown. Applicable line items 
for credit will be coded "TAl." Mixed line items will show "TAI" and other 
appropriate "TAli 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.1.d., this section sets forth instructions for Financial 
Annexes. . 

4. Type of Assistance .. (TA) Codes. 

a. Codes Identified. 
- Code 3: 

Code 4: 

- Code 5: 
- Code 6: 

- Code 7: 

- Code 8: 

- Code M: 
- Code U: 
- Code V: 
- Code I: 

Sec 21 (b), AECA; Source of Supply "S", "R", "E". 
Mixed Sec 21(b), 22(a), or Sec 29 AECA or source 
undetermined; Source of Supply "X". 
Sec 22(a), AECA; Source of Supply IIP II • 
Sec 21(d), AECA; Payment on Delivery; Source of 
Supply "S", "R", liE". 
Sec 22(b), AECA; Dependable Undertaking with 120 
days payment after delivery; Source of Supply IIP II • 
Sec 21(d), AECA; Stock sales with 120 day payment 
Source of Supply "S", "R", II Ell • 
Sec 503(a)(3) Foreign Assistance Act, MAP Merger. 
FMSO I, Source of Supply IIP II • 
FMSO II, Source of Supply IIP II • 
Sec 23 or 24, AECA; FMS Credit. 
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b. Use with Source of Sup~lY Codes. The type of assi stance 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 
II shaul d be IIp{*) II and the TA code for FMSO II shoul d 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. Inadeguate 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. Inadeguate 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 !:li11 ings 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 DO 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 000 to explain when the cause for delinquency is 
attributable to inaccurate pricing and inflated payment schedules provided to 
the purchasers by 000 • 

c. Policies for Pricin~. The lJolicies for pricing defense arti-
cles and services are set forth ln 000 7290.3-M. Each 000 component must 
strictly adhere to the policies prescribed. To assist in the pricing of FMS 
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agreements, Paragraph C.8.c.(I), 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 DO Form 1513. To improve the quality of 
payment schedules attached to [OAs, 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 7-111-3. 

(1) Payment Schedule. The payment schedule should project 
quarterly payments due as of the 15th 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 deposits should provide for incremental 
payment of materiel, services, administrative charges, accessorial charges, 
contractor holdback, termination liability, 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 schedules 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 DO 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 is 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 000 stocks, sales from 
procurement, 000 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) Timin~ and Amount of Payments. All payment dates on 
Financial Annexes other t an initial deposits should be 15 days before the end 
of each calendar year quarter (e.g., 15 December, 15 March, 15 June, 15 
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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 bill ing, 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 ;s 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. 

(3) Materiel from Stock. The schedule for payments related to 
materiel to be sold from stock wi" be based on estimated del iveries 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 For cases involving 
purchaser-initiated requlsltl0ns 1.e., open-en 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 
training cases will require an initial deposit of 25% when the case exceeds 
$25,000. 

(9) Ro alties or Pro-Rata Nonrecurrin For 
cases involving roya tles or pro-ra a nonrecurrlng cos s or asse use c arges, 
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 in 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. 

3. Budgeta~ Authority for FMS Orders. To protect the integrity of the 
FMS purchaser's flnancial 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 ~ales 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 IIFMS Planning Directive" (DD Form 2061) and the IIRequest and Approval of 
FMS Obligational Authority" (DD Form 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 
r4i1itary Sales, Defense) and (2) 97-11X8242, (Advances, Foreign Military 
Sales, Executive, Defense). The 978242 account is 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 appropri ate FMS case accepted by 'the purchaser. If the 
deposit is not identifiable at time of payment it is recorded in the FMS 
customers I "Holding Account" pending identification. Throughout the 1 ife of 
the FMS ca se , the i nteg rity of ca se-l eve 1 accou nt i ng for depos its wi 11 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 
"Ho1ding 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 wi 11 be refunded provi ded 
there are no collection delinquencies for other FMS cases for that purchaser. 

d. Payment Office. All payments, whether cash or credit, must be 
made to the Security Assistance Accounting Center, Denver, Colorado, 80279, 
for depos it to the FMS Trust Fund account for the purchaser • All payments 
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should identify the specific reason for the payment. SAAC is responsible for 
billing and follow-up collection action for indebtedness incurred by FMS 
customers on FMS cases. Implementing agencies will not make requests to FMS 
customers for payments on FMS cases, but will refer collection problems to the 
SAAC for appropriate action. 

e. Movement of Customer Funds. SAAC takes action on requests for 
movement of funds to and from holding accounts or between cases only when such 
requests are properly channeled through the FMS customer's designated repre­
sentative or as directed in a memorandum of agreement between SAAC and the FMS 
customer regarding the use of holding accounts and transfer of funds. The use 
of notes or other references in LOA documents (1513, 1513-1, or 1513-2) con-
cerning transfers or refunds of FMS customer funds is not authorized. * 

f. Initial De¥OSit Follow-up. When SAAC receives a customer- ** 
signed LOA (DD Form 1513 or amendment (DO Form 1513-1) that is not accom­
panied by a required initial deposit, SAAC will initiate follow-up action on 
the tenth working day following receipt of the signed LOA. 

(1) SAAC will notify the in-country security assistance or- ** 
ganization (e.g., MAAG, OOC, MILGP, DAO, etc.), the customer organization 
responsible for payment, and the U.S. implementing agency case manager that 
the initial deposit has not been received. This notification will state that 
implementation of the LOA or amendment is being held in abeyance pending re­
ceipt of the initial deposit. 

(2) Based on circumstances applicable to· the case, including ** 
the continued val idity of the P&A data supporting the case, the case manager 
will determine whether to extend the offer expiration date for a longer period 
pending receipt of the initial deposit. The implementing agency will issue a 
letter or message extending the offer expiration date or notifying SAAC, SAD, 
and DSAA that the offer cannot be extended beyond its current expiration date. 

(3) If the expiration date cannot be extended, or if the ** 
extended date expires without receipt of the initial deposit, SAAC will obtain 
DSAA-COMPT-FMD concurrence to cancel the case. A new LOA will be required if 
the customer's requirement is still valid. 

(4) These procedures do not apply to offers where SAAC has ** 
been notified that the initial deposit is in the hands of another USG agency 
(e. g., lA, SAD, Embassy), that a courtesy depos it has been made on SAAC' s 
behalf, that funds have been wire transferred (with transaction number), or 
where the LOA is financed by Military Assistance Program or FMS credit funds. 

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 
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implied, but the integrity of deposit and disbursement accounting for indi­
vidual cases will be maintained. 

b. Disbursement Authorities. The total 000 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 000 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 000 component, 
The 000 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. 

a. Incremental pa~ments. Most of the materiel furnished on FMS 
orders is procured by the Do on behalf of FMS purchasers. Associated with 
these procurement acti ons are incremental, contractual progress payments for 
work in process. It is to the benefit of 000 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 I 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. Segre~ating and Accounting for FMS Costs. Sections 22 and 29 
of the AECA necessltate accurate and prompt segregation and accounting for 
incremental costs to ensure that 000 appropriations are not adversely impacted 
by contractual payments on behalf of FMS orders. 000 policy is that contrac­
tors separately request progress payments when more than one country I s re­
quirements or U.S. requirements are included in the same contract, The 000 
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 
000 agencies. If the payment schedule appears to be inadequate, the 000 
agency should modify it (DO Form 1513-2) with notification to both the FMS 
purchaser and the SAAC. 

7-97 Change No.6, 1 March 1986 



000 5105.38-M 

FIGURE 7-III-l 

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 Bi11- Billing Due at 

of LOAs* Asences ins 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 Jun 30 Jun 15 Jul 15 Sep 

11 Jun - 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-I1I-l. Key Dates in FMS Billing and Collection. 
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FIGURE 7-III-2 

CONTRACT ADMINISTRATION RECIPROCAL AGREEMENTS 

COUNTRY 

Canada (CN) 

United Kingdom (UK) 

France (FR) 

Netherlands (NE) 

Italy (IT) 

Belgium (BE) 

Germany (GY) 

Denma rk (DE) 

European Participating 
Governments (EPG) 

NATO Integrated 
Communication 
System Management 
Agency (NICSMA) 
(N2), (K4) 

NATO (All infra­
structure programs 
administered by a 
NATO Command or 
NATO Agency) 

NATO (All other 
intrastructure pro­
grams administered 
by a host country) 

NATO E-3A (Nl), (K7) 
(K8), (WI) 

EFFECTIVE DATE 

27 Jul 1956 

30 Oct 1979 

17 Jul 1981 

18 Apr 1985 
9 Apr 1982 

7 Jan 1983 

26 Apr 1983 

6 Dec 1985 
6 Dec 1983 

3 Apr 1985 

19 Dec 1980 

30 Sep 1981 
6 May 1980 

30 Sep 1981 
28 Oct 1980 

10 Feb 1981 

Program 
Conception 

COST WAIVED 

Contract Audit 
Quality Assurance and Inspection 

Contract Audit 

Contract Audit 

Contract Audit 
Quality Assurance and Inspection 

Quality Assurance and Inspection 

Quality Assurance and Inspection 

Contract Audit * 
Quality Assurance and Inspection * 
Quality Assurance and Inspection 

Contract Audit 
Quality Assurance and Inspection 
(F-16 Follow-on Buy) 

Contract Audit 
Quality Assurance and Inspection 

Contract Audit 
Quality Assurance and Inspection 

Quality Assurance and Inspection 

Full waiver of all contract 
administration 

FIGURE 7-111-2. Contract Administration Reciprocal Agr~ements. 
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FINANCIAL ANNEX 
SUPPLEMENTARY FINANcIAL TERMS AND CONDITIONS 

000 5105.38-M 

1. This agreement is financed entirely with cash, FMS loan funds, MAP funds, 
or any combination thereof as indicated in Block 27 of DO Form 1513, Letter of 
Offer and Acc~ptance (LOA), or Block 28 of DO Form 1513-1, Amendment to Offer 
and Acceptance. The Purchaser agrees to make payments in 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, DO 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· bill ing period, wi 11 be attached to the bill ing 
statement. The Security Assistance Accounting Center (SAAC) forwards billing 
statements to Purchasers no later than 45 days before payments are due, and 
Purchasers 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. 
For cases financed with MAP funds, these funds are merged in the trust fund 
and applied to the cases. Such costs as may be in excess of the amount funded 
by MAP or credit agreement funds must be paid by the purchaser, if additional 
MAP/credit funds are not available. Questions concerning the content of DO 
Form 645 billing statements and requests for billing adjustments should be 
submitted to the Security Assistance Accounting Center (SAAC/FS), Lowry AFB, 
Colorado 80279-5000. 

3. Cash payments in U.S. dollars for inditial deposits and amounts due and 
payable on Quarterly Bill ing Statements (DO Form 645) are to be forwarded to 
the SAA{ 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 l-II1-3. Supplementary Financial Terms and conditions 
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4. To authorize payments of initial deposits required on LOAs 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 letter requesting DSAA approval. Letter 
formats and specific instructions for processing loan advance request are 
included in 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 
000 costs (including 90-day foreecasted requirements) exceed the amounts 
required by the payment schedule. Should this occur, 000 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 (DO 
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 
(DO 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 ll 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: 

PAYMENT DATE 

Initial Deposit: 

ESTIMATED PAYMENT SCHEDULE 

QUARTERLY 

FIGURE 7-111-3. (Continued) 

CUMULATIVE 
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I ...... ...... ...... 
-....j 

I 

I ..... 
a 
w 9. Mixed stock and procure- 4 

n 
0 

ment or source not pre-
determined, Secs. 21(b)/ 

:::::5 22(a)/29 ...... ...... 
:::::5 
s::::: 
CD 

10. Artlcle(s) and/or 6 
service(s) sold from 
stock, Secs. 21(b) and 

0-n first sentence of Zl(d)** 
~ 
OJ 
:::::5 

11. Artlcle(s) and/or 7 
serv Ice( s) so ld from 

<.0 
CD 

procurement, Sec.' 22 (b) *** 

:z 
0 ** Requires approva I of Director, DSAA. 

*** Requires approval ,of the President. 

en 

...... 
3: 
OJ 
-s 
(') 
~ 

...... 
1.0 co 
en 

SOURCE OF 
SUPPLY 

CODE AVAILABILITY 

P To be de llvered/per-
formed over a period 
not requiring 100% 
Initial deposit 

P a. To be dellvered/ 
performed in a 
period requiring 
100% Initial 
deposit 

b • To be dellvered/ 
performed in a 
period requiring 
initial deposit of 
less than 100% 

X Not predetermined 

As Required Anytime 

As Required Anytime 

TERM(S) OF SALE INITIAl DEPOSIT 

Dependable Undertaking As shown In the Financial Annex 

Cash with Acceptance 100~ of .p. coded artlcle(s)/ 
servlce(s) 

Dependable Undertaking As shown In the Financial Annex 

Dependable Undertaklng/ As shown In the Financial Annex 
Cash Prior to De livery 

Payment on De I ivery None 

Payment 120 days after None 
De livery 

a 
o 
a 
tTl ...... 
a 
tTl 

w 
co 
I 
3: 



....... 
I ..­
o 
~ 

TYPE OF SALE 

12. Article(s) and/or 
service(~) sold from 
stock, final sentence,of 
Sec. 2l(d)*** 

'13. FMSO I, DoDI 2000.8 

)4. FMSO II, DoDI 2000.13 

15. Any, Sec. ~3 or 24 

16. Sec. 503(A)(3), FAA 

17. Combination of above' 
resulting in more than 
one term of sale 

...."l8. Federal Republic of 
Germany 

TYPE OF 
ASSISTANCE 

CODE 

8 

U 

v 

z 

M 

*** Requires ap~roval of the President. 

SOURCE OF 
SUPPL Y 

CODE 

As Required 

P 

P 

As required 

As Required 

AVAILABIL lTY 

Anytime 

N/A 

N/A 

N/A 

Anytime 

TERM(S) OF SALE INITIAL DEPOSIT 

Payment 120 Days After None 
Delivery 

Cash with Acceptance, 
S' , balance as 
biTIed." 

5/17th of estimated cost plus 
100% of Administrative charges 

Cash' Prior to Delivery As shown in the Financial Annex, 
Dependable Undert~king 

Loan agreement with As shown in the Financial Annex 
, NR. , 

Dated --
( __ Hne items) 

FY __ MAP Merger. As shown in the Financial Annex. 

(Show two or more As shown in the Financial Annex 
terms as appropriate) 

The 000 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 
2110.32 

o 
o 
o 
U1 ...... 
o 
U1 

w 
00 
I 
3: 
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TABLE 7-III-2 

FOREIGN COUNTRIES AND INTERNATIONAL ORGANIZATIONS AUTHORIZED 
DIRECT ARRANGEMENTS FOR DEPENDABLE UNDERTAKING 

Africa 

Algeria 
Botswana 
Cameroon 
Kenya 
Liberia 

Morocco 
Nigeria 
Sudan 
Tunisia 

Europe 

Austria 
Belgium 
Denmark· 
France 
Germany (Fed. 

Rep. of) 
Greece 
Iceland 
Ireland 
Italy 
Luxembourg 

Malta 
Netherlands 
Norway 
Portugal 
Spain 
Sweden 
Switzerl and 
Turkey 
United Kingdom 
Yugoslavia 

Far East 

Australia 
Brunei . 
Indonesia 
Japan 
Korea 
Malaysia 

New Zealand 
People's Republic 

of China (PRC) 
Philippines 
Singapore 
Taiwan 
Thailand 

COUNTRIES 

Near East and South Asia 

Bahra i n 
Bangladesh 
Egypt 
India 
Israel 
Jordan 
Kuwait 
Lebanon 
Nepal 

Pakistan 
Oman 
Qatar 
Saudi Arabia 
The United Arab 

Emirates 
Yemen Arab 

Republic 

Western Hemisphere 

Argentina 
Bahamas 
Barbados 
Brazi 1 
Canada 
Colombia 
Costa Rica 
Dominica 
Dominican Republic 
Ecuador 
El Salvador 
Guatemala 

Haiti 
Honduras 
Jamaica 
Mexico 
Panama 
Peru 
St. Lucia 
St. Vincent 
Surinam 
Trinidad and 

Tobago 
Uruguay 
Venezuela 

International Or2anizations 

NATO (North Atlantic Treaty Organi­
zation and its agencies) 

TABLE 7-111-2. Foreign countries and International Organizations Authorized 
Direct Arrangements for Dependable Undertaking. 
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SECTION IV - CONGRESSIONAL SECTION 36(b) NOTIFICATIONS AND REPORTS * 
AND SECTION 133b REPORTS OF FOREIGN MILITARY SALES 

A. PURPOSE. The purpose of this section is to provide 000 components with 
the procedures to be followed during the processing of a Letter of Offer and 
Acceptance (LOA) (DO Form 1513) when that LOA meets or exceeds the thresholds 
established for Congressional notification in the Arms Export Control Act 
(AECA) and Congressional reporting in AECA, Section 36(b) and 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 Congres­
sional notifications and reports must be submitted; defines the criteria, 
responsibilities, and procedures 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. Statutor~ Provisions. Provisions of the AECA and the USC, title 10 
require the followlng submissions to Congress: 

a. Governmental Military Export [Section 36(b)(I)] Notification. * 

(1) Section 36(b)(I) 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 (MOE) for $14,000,000 or more, before such LOA 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 responsible for implementing the sale, (c) an estimate of 
the dollar amount of the sale, and (d) a general description of the real 
property facil ities 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-
si on, 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 payme,nt, 
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 
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sensitivity of technology contained in the defense articles, defense services, * 
or design and construction services proposed to be sold, and a detailed * 
justification providing the reasons necessitating the sale of such defense * 
articles or services in view of the sensitivity of such technology. The AECA, * 
Section 36(b), paragraph (4) requires that each certification cite any * 
quarterly report submitted 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. The Inter- * 
national Security and Development Cooperation Act of 1985, Section 130(c), * 
requires a special certification for notifications of proposed sales to Jordan * 
pertaining to United States advanced aircraft, new air defense systems, or * 
other new advanced military weapons. These Jordan certifications, prepared by * 
the State Department, will be appended to Section 36(b)(1) notifications to * 
the Congress involving such items. 

(2) The AECA, Section 36(b)(l) states that the LOA shall not * 
be issued to the North Atlantic Treaty Organization (NATO), any NATO member 
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 in 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 offi cers 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 expected to provi de 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 qy 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: 

1. Contribute to an arms race; 
'!. Increase the possibility of an outbreak or 

escalation of conflict; 
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3. Prejudice the negotiation of any arms controls; 
or 

4. Adversely affect the arms control policy of the 
United States; 

(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 art i c 1 es, defense servi ces, or des i gn 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 United States; 

(h) An ana lys is by the Presi dent 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; 

(i) An analysis by the President of how the proposed sale 
would affect the relative mil itary 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 detiiiled 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 const~uc­
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 
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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; 

(n) The projected delivery dates of the defense articles, 
defense services, or design and construction services to be offered; 

(0) 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 000 
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 sha 11 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 adequacy of reimbursements to cover, at the time 
of replenishment of United States inventories, the full replacement costs of 
those items sold or transferred; and 

(c) For each article to be sold (;) 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. 

(3) See also Chapter 7, Section IV, paragraph B(3). 

2. Executive Reguirements. 
** 

a. pre~aration and Submission of Notifications and Reports. Under 
Executive Order 11 58, the Secretary of Defense is delegated the responsibil­
ity of implementing Section 36(b) of the AECA in consultation with the Secre­
tary of State. The DSAA is responsible for preparing and submittin~ the 
Congressional notifications and reports under the AECA, Section 36(b) and * 
reports under USC, title 10, Section 133b. To minimize delays in processing 
such notifications, consistent with the legislative and other requirements, 
the procedures in this section are placed in effect. 

7-109 Change No.6, 1 March 1986 



DoD 5105.38-M 

b. Advance Section 36(Q)(l) Notification. In order to provide * 
Congress with sufficient time to review the proposed sale about to be notified 
under Section 36(b)(l), 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 notification agreement. 

c. Sensitivity of Technology •. 

(1) The AECA, Secti,on 36(.b)(1), as amended by Section 20(b) of * 
the International Security Assistance Act of 1979, and the International * 
Security and Development Cooperation Act of 1985 require 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 
and a justification for the proposed sale in view of the sensitivity of such * 
technology. * 

(a) For purposes of this requirement, the term "sensitiv- ** 
ity of technology" will be construed to mean the extent to which the unauthor­
ized 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 informa­
tion contained in classified components or classified documentation required 
to be released in connection with the sale. 

(b) It should be noted that the evaluation of sensitivity 
is to be made solely with reference ~o unauthorized disclosure 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 dis­
closure 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). 

(c) Whenever the transfer of sensitive technological ** 
information 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. 

(d) When release of the Classified or sensitive technol- ** 
ogy is within classification guidelines for disclosure to a specific govern­
ment as stipulated in National Disclosure Policy (NDP-1), a separate paragraph 
should be included in the Sensitivity of Technology Statement (Table 7-IV-4A) 
to show that a determination has been made that the recipient government can 
provide substantially the same degree of protection for the technology being 
released as the U.S. Government. That paragraph should also include a state­
ment to the effect that the sale is necessary in furtherance of the U.S. 
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foreign pol icy and national security objectives as outl ined in the pol icy 
justification portion of the notification. 

(e) When an exception to NDP-l has been granted for ** 
release of the classified or sensitive technology, a separate paragraph on the 
Sensitivity of Technology Statement (Table 7-IV-4A) should provide information 
to the effect that the sale is necessary in furtherance of the U.S. foreign 
policy and national security objectives outlined in the policy justification. 
Moreover, the benefits to be derived from the sale, as outlined in the policy 
justification of the notification, outweigh the potential damage that could 
result if the sensitive technology were. revealed to unauthorized persons. 
Additional justification for granting the exception to NDP-l, such as that 
included in the request for the exception, should also be provided in that 
paragraph when that information is available. 

(f) The DSAA will forward the required Sensitivity of ** 
Technology Statement by a separate classified annex since the public dis­
closure of such information coul d adversely affect the foreign and defense 
policy interests of the United States. 

(2) Sect; on 36( b)( 5)( a) of the AECA requ i res that a report ** 
will be sent to Congress when the sensitivity of technology or the capability 
of major defense articles (including electronic devices, which, if upgraded 
would enhance the mission capability of a weapons system), major defense 
equipment, or services are enhanced or upgraded from the level of sensitivity 
or capability described in the original Section 36(b)(I) certification. This 
legislation also provides a continuing requirement for ten years following the 
original certification unless deliveries are completed sooner. Only such 
changes in the levels of sensitivity or capability as previously described in 
the Section 36(b)(I) certification provided to the Congress are required to be 
reported to Congress and this action must be performed at least 45 days prior 
to delivery of the article or equipment or the furnishing of the service. 
Accordingly, it is necessary for the military departments and other agencies 
to monitor programs before del iveries ·are made to determine whether enhance­
ments or upgrades have occurred. Copie's of the original Section 36(b)(l) 
certification may be obtained from the DSAA Comptroller. Should reportable 
enhancements or upgrades be identified, military departments and agencies will 
submit a report to DSAA (FMSCD): . 

(a) Describing the manner in which the technology or 
capability has been enhanced or upgraded, including the significance of such 
enhancement or upgrade, and 

(b) Providing' a detailed justification for the sale of 
such enhancement or upgrade. 

This report will be sent to DSAA (FMSCD) in the format provided in Table 
7-IV-4B with a copy of the original Section 36(b}(I} certification attached. 
A miniinum of an additional 15 days prior to delivery of the items to the 
purchaser (a total of 60 days) is required for DSAA review and transmittal to 
the Congress. Rather than submitting multiple 36(b}(5}(a} reports to DSAA, 
the military departments and agencies should consolidate and provide these 
reports to DSAA not less than 60 days prior to the forecast delivery of the 
affected equipment or services. Note that it is essential for the mil itary 
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departments and agencies to maintain adequate documentation of each decision 
that justifies non-submission of Section 36{b){5){c) reports. A Section 
36{b){5){a) report is not required before delivery of enhancements or upgrades 
previously identified in a Section 36{b){5){c) notification. 

(3) Section 36{b){5){c) of the AECA requires that any enhance- ** 
ment or upgrade, the net cost of which meets or exceeds dollar thresholds for 
Section 36{b){1) certification, as outlined in Sectinn IV, paragraph B.1.a.(1) 
of this chapter, must be treated as though it were a separate LOA. According-
ly, if the net cost of an enhancement or upgrade of the previously described 
sensitivity of technology or capability of major defence equipment or defense 
articles as well as defense services or design and construction services meets 
or exceeds Section 36{b){l) thresholds, the military department or agency will 
provide 36{b)(l) input that clearly describes the enhancement or upgrade, 
explains the level of sensitivity or capability that the change produces, and 
provides the estimated net cost of the change. The requirement to report 
enhancement or upgrade of previously described capabil ity or sensitivity of 
technology applies only to items or services that have not been delivered or 
performed. When the capability was clearly described in the Section 36{b)(l) 
certification and there is a current request to purchase an enhancement or 
upgrade thereof, data will be provided on Table 7-IV-4C only when the net cost 
of the enhancement or upgrade portion reaches the Section 36{b)(l) dollar 
threshold as follows: 

Equipment/Services 
To Be Enhanced 

Major Defens~ Equipment 
Other Defense Equipment/Services 
Design and Construction Services 

Net Cost of Enhancement 
(Mtll ions) 

$ 14 
$ 50 
$200 

Statutory notification for enhancements or upgrades of sensitivity of tech­
nology should be submitted within 30 days of the request to purchase in the 
format provided in Table 7-IV-4C to DSAA (FMSCD) for review and submission to 
Congress. Such changes in enhancement or upgrade requiring 36{b){5){c) certi­
fication may not be implemented nor maya corresponding DD Form 1513, DD Form 
1513-1, or DD Form 1513-2 be issued until the certification h~s been processed 
to the Congress and the required time period pursuant to Section 36{b){1) has· 
elapsed. Deliveries of unmodified items on a case for which other items are 
to be enhanced or upgraded, such as unmodified spare parts, are unaffected and 
may continue to be delivered without interruption. Advance 20-day notifica­
tions prior to the statutory certifications will not be required for enhance­
ment certifications. 

d. Pro osed When signing H.R. 
13680, 94th Congress ,une, t e nternational 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. 
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3. Exceptions. 

a. 1m act on Current Readiness (Section 133b) Re ort Exce tions. 
No Section 133 report 1S requlre 1 a propose ore1gn ml ltary sa e 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 sa 1 e is to be executed through aU. S. Government procurement 
contract and no concurrent procurement for the U.S. Government's own require­
ments 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) notification ;s required for the provision to a prospective 
purchaser of separately stated P&A 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 DO 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. 

or for Major 
onstructl0n 

a. In compliance with the AECA, Section 36(b){1), 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 MOE 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 OSD 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 DO Form 
1513 "Letter of Offer and Acceptance," or a document bearing another name. If 
a document other than a DO Form 1513 is used for this purpose, a DO 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 DO Form. 1513, the agree­
ment shall provide that the DO Form 1513 will govern. 

c. 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 
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(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)(l),.notifications to the Congress are * 
to be made when: 

(1) An LOA under preparation is expected to meet or exceed the 
thresholds; 

(2) A Letter of Intent (LOI), meeting or exceeding the thresh­
olds, ;s 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 wi 11 be processed to cover the new requi rements 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)(l): 

(1) An FMS case for a single line item of MDE totalling $14 
million or more. 

(2) An FMS case for two or more 1 i ne items of MDE tota 11 i ng 
$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 mi 11 ion. The case does not contai n any other MDE; however, othe"'F""Oefense 
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 

7-114 Change No.6, 1 March 1986 



DoD 5105.38-M 

to $50 million or more, does not require prior Section 36(b) notification to 
the Congress. 

(2) A FMSO I transaction for $50 million or more, or an 
amendment to a FMSO I transaction which adds $50 mill ion 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)(l) notification to the Congress. * 

h. The above exception to Section 36(b)(l) notification of FMSO I * 
amendments is based on the following: 

(1) FMSO I cases must be amended each year to adjust the 
dollar values based on requisition activities and new LOAs for this purpose 
are not practicable, and 

(2) 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. 

2. Issuing Letters of Offer for $50 Million or More or for MDE of $14 
Million 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 advis~ the cognizant DoD component of the 
action to be taken (see paragraph B.2.d. above). 

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 (all others). 

b. For exempted purchasers: 

(1) Advance notification is not required. 
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(2) The waiting 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)(I), the DSAA must receive clearance from the * 
Department of State for that notification. 

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)(I) 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. 

c. Under normal circumstances the milestones indicated in Figures 
7-IV-l and 7-IV-2 should be met by all functional areas involved in the pro-
cessing of Section 36(b)(I) notifications and LOAs. * 

3. Submission of Supporting Data. 

a. Concurrent with LOA or LO! preparation, the cognizant 000 com­
ponent must submit the supporting data required for Congressional notification 
to the DSAA/Comptroller-Foreign Military Sales Division (DSAA/Compt-FMSCD). 
If the LOR case information has not been previously entered into the 1200 
system, DSAA will make the entry. Supporting data (including purchaser's 
reference and date of receipt by the implementing agency) are to be submitted, 
using the prescribed formats, within ten days of receipt of the letter of 
request from the purchaser. In orderto enable the notification process to 
begin as soon as possible after receipt of the country request, it is essen­
tial that appropriate actions be accomplished by 000 components. The submis­
sion is to include a statement as to whether or not a Section 133b report will 
be required to be sent to the Congress. 

b. Appropriate steps will be taken by the 000 components to assure 
that the ten-day requirement to provide data to DSAA is met. Consistent with 
this requirement field inputs will be obtained by 000 components on an 
expedited basis as necessary. Additionally, cost estimates wi 11 incl ude 
separate identification of the estimated dollar value of the MOE portion of 
the proposed sale. Rough order of magnitude cost estimates are acceptable for 
processing Congressional notifications. In the exceptional situation, if it 
is determined by the 000 component that the ten-day requirement cannot be met, 
approval for extension must be sought from the DSAA Comptroller (Chief, FMS 
Control Division). 

c. Requests from exempted prospective purchasers require the 
following data to be submitted: Mil itary Justification (see Table 7-IV-2), 
Statutory Notification (see Table 7-IV-3), and, as required, Sensitivity of 
technology Statement (see Table 7-IV-4A) and Impact on Current Readiness 
Report Data (see Table 7-IV-5). 
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d. Requests from non-exempted prospective purchasers requi re the 
following data to be submitted: Notification as specified in Table 7-IV-l, 
Advance Notification; Table 7-IV-2, Military Justification; and, as required, 
Table 7-IV-4A, Sensitivity 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. If 
these data can be provided during the initial submission, and no Section 133b 
report is required, no further data are needed by DSAA to process the advance 
and statutory Section 36(b)(1) notifications. However, if all data are not * 
available, the advance notification data only should be submitted to meet the 
ten-day data submission requirement. 

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-IV-5), if appropriate, 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 statutory 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 wi 11 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)(I) * 
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)(l) 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, OSAA will promptly notify the applicable 000 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. 000 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 and all subsequent 
amendments and notices are submitted to the DSAA, they will include in Block 
11 under "DSAA Accounting Activity" the identifying DSAA Transmittal Number * 
used for the statutory Congressional notification (e.g., 85-29). This number 
wi 11 be shown on the message sent to the DoD component advi sing of the 
dispatch of the statutory notification. 
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j. Cases for $7 million or more must be submitted to the Counter­
signature Branch with a termination 1 iabi1 ity worksheet -- except for FMSO I 
and II cases, spare parts requisition cases, training cases, equipment and 
services cases where the source is 000 inventories, or programs for which 
termination liability requirements have been waived pursuant to 000 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 000 component and forward a copy to SAAC. Upon 
receipt of the DSAA countersigned LOA, the cognizant 000 component may forward 
the original signed LOA to the prospective purchaser. 

E. CLASSIFICATION. 

1. Advance Section 36(b)(l) Notifications. All 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, a 11 
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 paragraphl.a. above will not be used on these submittals. 

2. Statutor Section 36(b)(1 Notifications. As specified in the AECA, * 
Section 3 ,eac s atu ory notl lca lon prOVl ed 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 t9 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 1.a. above are to be followed. 
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b. If any of the data presented is classified, the procedures 
indicated in paragraph 1.b. above are to be followed. 

3. Sensitivity of Technolo1Y Statements. Classification guidance 
indicated in paragraph 1.a. or:b. above ;s to be followed in submitting 
Sensitivity of Technology statement supporting data to the DSAA/Compt-FMSCD. 

4. Impact on Current Readiness Section 133b Reeorts. Classification 
guidance indicated in paragraph 1.a. or 1.b. above 1S to be followed in 
submitting the USC, title 10, Section 133b, supporting data to the DSAA/ 
Compt-FMSCD. 
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FIGURE 7-IV-1 

MILESTONES FOR LOA REQUESTS FOR SIGNIFICANT MILITARY EQUIPMENT 

MILESTONES FOR LOA REQUESTS FROM NON-EXEMPTED PURCHASERS 
FOR SIGNIFICANT MILITARY EQUIPMENT WHICH REQUIRE 36(b)(1) NOTIFICATION 

ACTION FROM PURCHASER: Message request from In-country via U_S_ Embassy jointly addressed to Sec State/PM and Sec 
Def/OSAA. Info copy to appropriate DOD Component (Mil Oepl. Unified Command. and Arms Control and Disarmament Agency fAeDAL 

or 

letter request from Purchasing Mission. Embassies. or Military Attaches in U.S. jointly addressed to Sec State/PM and Sec Def/OSAA. 
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FIGURE 7-IV-2 

MILESTONES FOR LOA REQUESTS FOR NON-SIGNIFICANT MILITARY EQUIPMENT 

MILESTONES FOR LOA REQUESTS FROM NON-EXEMPTED PURCHASERS 
FOR NON-SIGNIFICANT MILITARY EQUIPMENT WHICH REQUIRE 36(b) (1) NOTIFICATION 

ACTION FROM PURCHASER: Message request from in·country through country·s representatives in the U.S. or through U.S. country 
team directly to the cognizant DoD Component. Info copy to Sec State/PM and Sec Def/DSAA. 

or 
Requests originating from foreign country representatives in the U.S. should be sent directly to the cognizant DoD Component. Info copy 
to Sec State/PM and Sec DeIlDSAA. 

MAXIMUM 
NUMBER 
OFOAYS 

STATE 

DSAA 

14 

2 ....... 
DOD ~....;.... 

_~.;:~4::~'::::::::::~~::::::::::::::::::~ ______________________________________ ~~:: ________ -1 COMPONENT • 8 

MILESTONES FOR LOA REQUESTS FROM EXEMPTED PURCHASERS PROCESSING FOREIGN 

FOR NON-SIGNIFICANT MILITARY EQUIPMENT WHICH REQUIRE 36(b) (1) NOTIFICATION· MILITARY SALES 
LETTERS OF OFFER 

ACTION FROM PURCHASER: Message request from In-country through country's representatives in 
the U.S. or through U.S. country team directfy to the cognizant 000 Component. Info copy to Sec 
State/ PM and .Sec Dell DSAA. 

or 
Requests originating from foreign country representatives in the U.S. should be sent directly to the 
cognizant 000 Component. Info copy to Sec State/PM and Sec Def/DSAA. . 

MAXIMUM 
NUMBER 0~ ____ lrO _____ 2rO ____ ~~r-__ -'~r-__ -,~ _____ 6,0 ____ -,70 _____ ~~ ____ 00~ __ --,I00 

OF. DAYS 

STATE 

DSAA 
7 ..... 11 12 ........... 

·14~------------------------------------------------------~ 
DOD .,:;:A~ 
COMPONENT __ ~:~~~·~::::::~8~::::::::::::::~ ________ ~ ______ !.~13~~~.J 

MILESTONES FOR LOA REQUESTS FOR ALL OTHER FOREIGN MILITARY SALES 
WHICH DO NOT REQUIRE 36(b) (1) ACTION 

ACTION FROM PURCHASER: Message request from in· country through country's representatives in 
the U.S. or through U.S. country team· directly to the cognizant DoD Component. Info copy to Sec 
State/PM and Sec DeIlDSAA. 

or 
Requests originating from foreign country representatives in the U.S. should be sent directly to the 
cognizant 000 Component. Info copy to Sec State/PM and Sec DeIlDSAA. 

MAXIMUM 
NUMBER 0 10 20 30 ~ ~ 60 70 80 00 

OF DAYS 11 I I I I I I 11 I I I 

STATE ....... ....... 
11 12 

DSAA ..- ....... 

DOD ~ 8 13 
COMPONENT • . ...... 

100 

1. Preliminary review and 
approval. 

2. Tasking of the preparation of 
the Letter of Offer and 
Acceptance and 361bl 
information, as appropriate. 

3. Input of 361bl data to 
DSAA/FMSCD and case 
identifier information into the 
DSAA 1200 system. 

4. Preparation, review, and 
approval of the advance 361bl 
notification to the Congress, 
including interagency and 
Executive Office staffing, as 
necessary. 

5. Transmittal of the advance 
36lbJ notification to Congress. 

6. Preparation, review, and 
approval of the statutory 36(bl 
notification to the Congress, 
including interagency and 
Executive Office staffing, as 
necessary. 

7. 

8. 

9. 

10. 

11-

12. 

13 . 

Transmittal of the statutory 
36(bl notification to Congress. 

Letter of Offer and Acceptance 
preparation. 

Review and approval of 
unsigned Letter of Offer and 
Acceptance. 

Dispatch of unsigned Letter of 
Offer and Acceptance to the 
customer. 

Final review and approval. 

Countersignature. 

Dispatch of the signed Letter 
of Offer and Acceptance to the 
customer. 

14. 000 component to notify Sec 
State/PM and Sec DefiDSAA, 
which will initiate the 
apprl)priate procedures. 

FIGURE l-IV-2. Milestones for LOA~equests for Non-Significant Mil,tary 
Equipment Which Require 36(b)(I) Notifications. 

7-121 Change No.6, 1 March 1986 

* 

* 

* 

* 



TABLE 7-IV-1 
ADVANCE NOTIFICATION DATA 

(CLASSI FICATION) 
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MEMORANDUM FOR (or LETTER TO) THE COMPTROLLER, DSAA (ATTENTION: FMSCD) 

SUBJECT: Data for a Possible Advance Section 36(b)(1) Notification (U) 

1. (U) The following supporting data are provided in accordance with 
Chapter 7, Security Assistance Management Manual: 

a. (*) Prospective purchaser: 

b. (*) Purchaser's reference and date of receipt by implementing 
agency: 

c. (*) Description and quantity or quantities of all articles 
and/or services under consideration for purchase (to include all MOE and 
non-MOE items, segregating the MOE items and indicating the MOE value): 

d. (*) Estimated total dollar value of this case (to include all 
costs associated with this proposed sale e.g., packing, crating, handling, 
transportation, administrative changes, etc.) and the doll ar val ue of major 
defense equipment, if any, included in the case: 

e. (*) 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): 

f. (*) 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): 

g. (*) Prior related cases, if any (including case designators, 
descriptions, values, acceptance dates, etc.): 

h. (*) 000 component: 

* 

** 

* 

* 
* 
* 
* 

* 

* 

* 
i. (*) Estimated date LOA will be ready for statutory notifica- * 

tion to Congress: 
* j. (*) Case designator: 

CLASSIFIED BY: (See 000 5105.38-M, Chapter 7, Section IV.) 

(CLASSIFICATION) 

TABLE '-IV-t. Advance Notification Data. 
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(CLASSIFICATION) 

k. (*) A description of each payment, contribution gift, com- * 
mission or fee paid or offered or agreed to be paid in order to sol icit, 
promote or otherwise to secure such LOA. Description should include: 

(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: 

(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: 

1. (*) Sensitivity of technolo9Y 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-IV-4A for 
details of required data and format): 

m. (*) Previously reported under DSAA(A) 1138 Report requirements? * 
If so, for which fiscal year quarter? 

n. (*) Third party transfer certification: . 

(1) 
articles, training, 

(2) 
(3) 

Name of the proposed third party recipient of these 
or other defense services: 
Reason for the proposed transfer: 
Date on which such transfer is proposed to be made: 

* 

o. (*) Expected security classification of the case and LOA after * 
statutory notification (If the case and LOA will be classified, cite rationale 
and attach jUstification.): 

p. (U) Action officer's name, office, and telephone number (For * 
individua 1 s located in the Washington area provi de commercial number, others 
are to provide AUTOVON and commercial numbers.): . . 

2. (*) Impact on Current Readiness (Section 133p) Report will/will not 
be required. (If deemed as not required, provide rationale and attach justi­
fication.) 

Attachment (see Note 2 below.): 

(CLASS IFICATION) 

TABLE 7-tV-I. (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 II will be entered under the 
heading and the data specified in Table 7-IV=fIWill be attached to the sub­
mission. 

NOTE: 2. Attach the Military Justification (Table 7-IV-2) and, if required, * 
~Sensitivity of Technology Data (Table 7-IV-4A), justification for security * 
classification of the case and LOA after statutory notification, and the 
rationale why Section 133b report will not be required. If data is available 
and Section 133b report will be required, the data required by Table 7-IV-S 
may also be attached. 

TABLE 7-IV-l. (Continued) 
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MILITARY JUSTIFICATION DATA 

(CLASSIFICATION) 

MILITARY JUSTIFICATION (U) 

000 5105.38-M 

(*) 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. 

l *) 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 number of months during which * 
each category of personnel will be needed. If 

(*) Any impact on U.S. defense readiness which would result from the proposed 
sale. 

CLASSIFIED BY: (See 000 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 followed rigidly when variations will produce a clearer presen­
tation; however, each aspect listed is to be considered and addressed. 

TABLE 7-IV-2. Military Justification batao 

7-125 Change No.6, 1 March 1986 



TABLE 7-IV-3 
STATUTORY NOTIFICATION DATA 

(CLASSIFICATION) 

000 5105.38-M 

MEMORANDUM FOR (or LETTER TO) THE COMPTROLLER, DSAA (Attention: FMSCD) 

SUBJECT: Data for a Possible Statutory Section 36(b)(1) Notification (U) * 
1. (U) The following supporting data are provided in accordance with 

Chapter 7, 000 5105.38-M: 

a. (*) Prospective purchaser; 

b. (*) 000 component; 

c. (*) Case designator; 

d. (*), Total dollar value (amount to be the same as that entered 
in block 26 of the DO Form 1513) and the dollar value of major defense * 
equipment; * 

e. (*) Description and quantity or quantities of all articles 
and/or services under consideration for purchase (to include all MOE and 
non-MOE items, segregating the MOE items and indicating the MOE 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 un'i\ted States forces; 

i. (*) The adequacy of reimbursements to cover, at the time of 
replenishment ~o 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 ~isparity; 

CLASSIFIED BY: (See 000 5105.38-M, Chapter 7, Section IV.) 

(CLASSIFICATION) 

TABLE 7-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-4A 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
cation (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 supp1 ied 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 II will be entered under the 
heading and the data specified in Table 7-IV~il1 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 
oyeither 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: IIInformation has been provided. 1I However, if the prospective purchas­
er is an exempted entity thi s paragraph must be compl eted and, if requi red, 
the data required in Table 7-IV-5 attached. 

NOTE: 4. If the prospective purchaser is an exempted entity attach the 
mTtary Justification (Table 7-IV-2) and, if required, the Sensitivity of * 
Technology (Table 7-IV~4A) 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 justification. 

TABLE 7-IV-3. (continued) 

7-128 Change No.6, 1 March 1986 



TABLE 7-IV-4A 
SENSITIVITY OF TECHNOLOGY DATA 

(CLASSIFICATION) 

SENSITIVITY OF TECHNOLOGY (U) 

DoD 5105.38-M 

(*) A description of the sensitive, as well as classified, components of 
any equipment, technical data, training, services, or documentation (to 
include the specific classification of each) is 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 docu­
mentation contained in the sale, whether classified or not, but also restrict­
ed information contained in classified components or classified documentation 
required to be released in connection with the sale. The equipment compon­
ents, types of documentation, or technical data containing the sensitive in­
formation are to be identified and the reasons for considering it sensitive 
information should 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 along with the reasons for the classification. A brief description 
should also be provided regarding anticipated consequences if the technology 
is lost to a technologically advanced or competent adversary. 

(*) When release of classified or sensitive technology is within classi­
fication guidelines for disclosure to a specific government as stipulated in 
National Disclosure Policy (NDP-l), a separate paragraph should be included to 
state that "a determination has been made that the recipient government can 
provide substantially the same degree of protection for the technology being 
released as the U.S. Government." That paragraph should also include a state­
ment to the effect that the sale is necessary in furtherance of the U.S. for­
eign policy and national security objectives as outlined in the policy justi­
fication portion of the notification. 

(*) When an exception to NDP-1 has been granted for release of the clas­
sified or sensitive technology, a separate paragraph on the sensitivity of 
technology statement should provide information to the effect that: the sale 
is necessary in furtherance of the U.S. foreign policy and national security 
objectives outlined in the policy justification and the benefits to be derived 
from the sale, as outlined in the policy justification of the notification, 
outweigh the potential damage that could result if the sensitive technology 
were revealed to unauthorized persons. Additional justification for granting 
the exception to NDP-1 such as that included in the request for the exception 
should also be provided. 

(*) As the final para~raph of the submission, one of the following state­
ments must be included: "(C) release of this technology is within classifica­
tion guidelines for disclosure to (indicate countr as stipulated in National 
Disclosure Policy (NDP-1)." or, "( n exceptlOn to national disclosure 

TABLE 7-IV-4A. sensitivity of Technology Data. 
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policy (NDP-l) was granted for (indicate country) on (indicate date) for the 
release of (indicate security classification 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. 

(CLASSIFICATION) 

TABLE 7-IV-4A. Continued. 
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TABLE 7-IV-4B 

ENHANCEMENT OR UPGRADE OF SENSITIVITY OF TECHNOLOGY OF ITEMS 
PLANNED TO BE DELIVERED, SECTION 3&(b)(5)(a) REPORT 

MEMORANDUM FOR (OR LETTER TO) THE COMPTROLLER, DSAA (ATTENTION: FMSCD) (U) 

SUBJECT: Enhancement or Upgrade of Sensitivity of Technology of Item{s) 
Planned to be Delivered, Section 36(b)(5)(a) Report (U) 

1. The following data are provided in accordance with Chapter 7, DOD 
5105.38-M: 

A. (*) Purchaser: 
B. (*) DOD Component: 
C. (*) Case Designator: 
D. (*) Section 36(b)(I) Certification Number: 

2. A. (*) Description of the manner in which the technology or capability 
has been enhanced or upgraded, including the significance of 
such enhancement or upgrade from the level previously described 
in the original Section 36(b)(I) Certification: 

B. (*) Estimated net cost of enhancement or upgrade: 

c. (*) Item(s) or service{s) to which change{s) apply (indicate 
whether MOE): 

D. (*) Next planned delivery date of item{s) or service{s): 

E. (*) Detailed justification for the sale of" such enhancement or 
upgrade: 

Attachment: Copy of original Section 36(b)(I) Notification. 

CLASSIFIED BY: (See DOD 5105.38-M, Chapter 7, Section IV.) 

(CLASSIFICATION) 

(*) Indicate required security classification paragraph markings per Chapter 
7, Section IV. 

TABLE 7-IV-4B. Enhancement or Upgrade of sensitivity of Technology of Items 
Planned to be Delivered, Section 36(b){5){a) Report. 

7-131 Change No.6, 1 March 1986 

** 



DoD S10S.38-M 

TABLE 7-IV-4C 

STATUTORY NOTIFICATION DATA ON ENHANCEMENT OR UPGRADE 
OF CAPABILITY OR SENSITIVITY OF TECHNOLOGY 

(CLASSIFICATION) 

MEMORANDUM FOR (OR LETTER TO) THE· COMPTROLLER, DSAA (ATTN: FMSCD) (U) 

SUBJECT: Data for Statutory Section 36(b)(1) AECA Notification of Enhancement 
or Upgrade of Capability or Sensitivity of Technology, Section 36(b)(S)(c) (U) 

1. The following supporting data are provided in accordance with Chapter 7, 
DOD S10S.38-M, regarding items or services that are proposed to be added to a 
previously notified sale. 

A. (*) Prospective Purchaser: 

B. (*) DOD Component ~nd Case Designator(s): 

C. (*) Original Congressional Notification number and previnusly noti­
fied dollar value: 

D. (*) Estimated net cost of enhancement or upgrade of capabil ity or 
sensitivity of technology: 

E. (*) Description and quantity of the items and/or services for which 
enhancement or upgrade of capability or sensitivity of technology is proposed 
(which items are being enhanced?): Include all major defense equipment, 
defense articles or services; or design and construction services, segregating 
them by dollar values: 

F. (*) Description of enhancement or upgrade of capability or sensi­
tivity of technology (what is being done to provide the enhancement or 
upgrade?): 

G. (*) Expected security classification of the sale of the enhancement 
or upgrade in capability or sensitivity of technology (if it is to be classi­
fied, cite rationale and attach justification): 

H. (*) Sales commission, fee, etc., paid, offered, or agreed to be 
paid on the enhancement or upgrade in capability or sensitivity of technology 
(if none, so state): 

I. (*) Identification and location of the prime contractor or princi~ 
pal contractor of the enhancement or upgrade in capability or sensitivity of 
technology: 

TABLE 7-tv-4c. Statutory Notification Data on Enhancement or Upgrade of 
Capability or Sensitivity of Technology. 
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J. (*) Estimate of the number of additional U.S. Government personnel 
and U.S. contractor representatives required in the area of the prospective 
purchaser to implement the proposed enhancement or upgrade of capabil ity or 
sensitivity of technology and the number of months each category of personnel 
will be needed: 

K. (*) Has the proposed sale of the enhancement or upgrade in capabil­
ity or sensitivity of technology previously been reported in a DSAA(Q)1138 
Report? If so, for which fiscal year quarter? 

L. (*) Provide data regarding the enhancement or upgrade in capability 
or sensitivity of technology for Section 133(b) report, if applicable: 

2. Provide detailed justification including reasons necessitating the sale 
of the item(s) or service(s) in view of the sensitivity of such technology: 

Attachment: Copy of ori'ginal Section 36(b)(1) Notification. 

CLASSIFIED BY: (See DOD 5105.38-M, Chapter 7, Section IV.) 

(CLASSIFICATION) 

(*) Indicate required security classification paragraph markings per Chapter 
7, Section IV. 

TABLE 7-IV-4C. (continued.) 
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IMPACT ON CURRENT READINESS REPORT DATA 

(CLASSIFICATION) 

000 5105.38-M 

DATA FOR POSSIBlE 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 000 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 requ i rement already deli vered 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 meeting the requirement for U.S. forces 
if this sale is approved: 

2. (U) Action officer's name, office, and telephone number: 

CLASSIFIED BY: (See 000 5105.38-M, Chapter 7, Section IV.) 

(CLASS I FI CATI ON ) 

(*) Indicate required security classification paragraph markings per Chapter 
7, Section IV. 

TABLE '-IV-5. Impact on Current Readiness Report batao 
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TABLE 7-IV-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," DO Form 1513, for FMS case (case designator). 

Section 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 resoTU'fion 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 thlS proposed FMS case, enclosed 
DO 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, yoUlWill be notified prompt­
ly of that fact. 

Should your Government wish to accept this proposed FMS case, wait until 
receipt of the signed DO Form 1513 (forwarded after the Congressional noti­
fication period is completed) and complete Blocks 29 through 37 on the orig­
inal and top three copies of the signed DO Form 1513 only. Completion by your 
Government of Blocks 29 through 37 on the enclosed unsigned advance copy of 
the DO 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-IV-6. Transmittal Letter for the Unsigned LOA. 
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SECTION V - CASE MANAGEM~NT 

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 individual who is 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 later than case 
implementation. 

B. CASE MANAGEMENT AUTHORITY, RESPONSIBILITY, ACCOUNTABILITY, AND CONTROL. 

1.' The case manager should be guided by existing policies and manage­
ment directives ,and case activities should be governed by these regulatory 
documents. Di rect communi cati ons with parti cipating organizati ons is 
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essential for day-to-day management; however, the case manager's final author­
ity.is limited.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 undertak i ng i nvo 1 ves complex and interdependent 
organizational activities and requires that a case manager be designated as 
the s i ngl e focal poi nt. The case manager shoul d 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-l. 

b. Responsibilities 

The case manager is responsible for all management aspects of 
the case. Integration of the tasks to support the case objectives ;s the 
responsibi 1 ity of the case manager. Responsibil ities 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 resol ution 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. 

7-137 Change No.6, 1 March 1986 



000 5105.38-M 

(14) Develop and execute case closure plan. 

(15) Ensure Defense Integrated Financial System (DIFS) and 000 
Component case records are in agreement. 

(16) Ensure records are retained in accordance with 000 
7290.3-M and 000 5105.38-M. 

(17) Ensure schedules are accurate and timely. 

The documents 1; s ted below refl ect 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: 

DO Form 2061 Case Master Plan 
Case Progress/Status/Performance Reports 

DO 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 schedu 1 e with incase value and for c los i ng the case as planned. As a 
mi~imum, the case manager is accountable for all documents listed below: 

Case Master Plan 
financial Analysis 
Case Directives 
Case Progress/Status Performance Reports 

d. Control 

(1) An appropriate master plan shall be developed which 
separates the case into management components; indicates significant 
activities requiring coordination; and, in general, establishes a 
time-sequence schedule for case implementation. The plan will also specify 
the parti cipants and their assi gned respons ibi 1 ities. It shaul d 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 000 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: 
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Case manager doing periodic comparisons of actual versus 
programmed deliveries and associated costs. 

Case manager updating the case master plan's program, 
supply/delivery and financial schedules. 

Case manager facilitating the flow 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. 

(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 
of final negotiations with FMS purchasers or diverted deliveries. The 
preemptions should be promptly communicated to the case manager and potential 
impacts sKould 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, 000 Components shall determine 
information needed for case management 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-l. 

3. The 000 Component shall ensure procedures are established with 
supporting activities to provide management information in support of the 
case. 000 Components should develop an internal document that allows Service 
senior managers to easily review the status of a case against established 
performance requi rements and the LOA. The i nterna 1 status document shoul d 
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? 
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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 
commit the case implementing agency except through coordinated written 
direction. 

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 
effect i veness of case managers. I n 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 value. 

c. To close the case as planned. 

2. The case progress shall be revi ewed on a recurri ng bas i s to veri fy 
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 
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',2. In addition, internal training should be conducted within the 
implementing agencies to cover the organization's FMS procedures and to 
rectify any perceived case management inadequacies. 
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CHARTER FOR CASE MANAGER 

DoD 5105.38-M 

The case manager has responsibility for total case management from 
assignment through case closure. The case manager operates within the chain 
of command to di rect the necessary acti on to sati sfy case requi rements. The 
case manager ensures that the case (performance) is accomplished on a 
schedule, within case value, and closed as planned. The case manager manages 
the case through reviews, visits, surveillance of reports, and correspondence. 
The case manager integrates the efforts and ensures timely resol ution of 
problems surfaced by supporting activities. 

FIGURE 7-V-I. Charter for Case Manager. 
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CASE MANAGER DATA ELEMENTS 

RSN Level Program 

Direct Program Value 
Section 21 (specify Publications/Training) 
Section 22 (specify GFM/GFE) 

Indirect 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 
Bill ed to Date 
Delivered to Date 
Collections 
Accounts Receivable 
Disbursements 

000 5105.38-M 

NOTE: This is a representative list of potentially useful data elements. 
It is not all inclusive and some data elements listed may not be 
required for a specific case. 

fABLE 7-V-l. Case Manager Data Elements. 
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CHAPTER EIGHT 

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 (O/A), SAAC 
issues O/A to- the cognizant implementing agency (I/A), e.g., MILDEP. The O/A 
is evidence that proper acceptance, including cash deposit, has been received 
and the FMS case may be implemented. 

2. The DO Form 1513 provides the basic information concerning, and 
authority for, a given FMS case. However, a DO 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 000. 
Implementing instructions will state that implementation is subject to receipt 
of O/A. 

3. The following procedures have been developed to handle requests for 
emergency obligational authority (O/A): 

a. Implementing Agencies (IA) will limit requests for emergency O/A 
to true emergency situations (e.g., where normal O/A processing time would 
exceed training start dates, contract award dates, etc.). 

b. Requests for emergency approval of O/A will be directed to 
SAAC/FSRC. 

c. lA's will establish official points of contact to receive, 
evaluate and relay to SAAC legitimate request for emergency approval of O/A. 

(1) lA's wi 11 provi de the name, offi ce symbol, and telephone 
numbers of their point(s) of contact to SAAC/FSRC. 

(2) All IA reques ts wi 11 be re 1 ayed to SAAC th rough these 
offices. 

(3) Any requests received by SAAC from other persons will be 
referred by SAAC to the appropriate IA point of contact. 

d. lA'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 (SAO) stating that LOA and/or initial 
deposit are in USG hands). 

e. lA's will insure that DO Form 2060, "FMS Obligational 
Authority," has been provided SAAC via the IA Customer Order Control: System 
(COCS) prior to requesting emergency approval of O/A. * 
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f. Upon confirmation of an emergency O/A requirement from an 
authorized point of contact, SAAC will immediately enter the required O/A 
ceiling in the applicable COCS. Subsequently, based on SAAC receipt of DO * 
1513 (facsimile acceptable) and initial deposit (if required), the associated * 
FMS case will be implemented in DIFS and O/A ceiling released via automated DO 
2060 (R5) transaction within two work days. 

g. Except; on to thi s 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 DO Form 1513 LOA are actually produced/performed by the mil itary depart­
ment under the authority granted by the LOA. 

2. The means by whi ch the USG fulfi 11 s the requi rements of the FMS 
program depend on the nature of the mater'iel 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 000 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 000 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 management 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." Anyone who has responsibility for P&Aor 
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. 000 7290.3-M, Chapter 6, requires the orderly maintenance 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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t===================S=EC=T=IO=N=I=I=I=-=L=O=G=IS=T=IC=S================~I 
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 1 isting 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 assi·stance 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 000 7290.3-M. Requisition preparation and' 
formats are contained in the 000 4140.3-M, Mil itary Standard Requisitioning 
and Issue Procedures. 

c. Price and Availabilitlf Information. Normally Price & Availa-
bility information is not required or 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 000 
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, 
requi rements may occas i ona lly 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 forei gn 
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 is 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-servi ce 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 Militar¥ Sales Order (FMSO) I Case. The FMSO I covers 
the estimated dollar value 0 the items 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 requisiti.ons, 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. Foreiqn Militar.r Sales Order (FMSO) II Case. The FMSO II 
covers. the estimatea annual wlthdrawals 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 
differently and the appropriate departmental regulations and directives should 
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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 000 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 Reutilization and Marketing Service (DRMS) 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 (AFAO) 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 AFAO are designated as "tra,nsferrable 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 pri ce and FMS pri ce for each item. MIMEX offers 
request that customer IS requi rements be furni shed to DSAA withi n 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 
an 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 DO From 1513 for FMS allocation. 

c. Defense Reutilization and Marketin Service (DRMS). The Defense * 
Logistics Agency con ucts sa es 0 certaln ec are 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 requi red 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 
lias-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. 000 Excess Personal Property. 

(1) Responsibility. The Defense Logistics Agency (DLA) has 
assigned to the Defense Reut;l;zation and Marketing Service (DRMS) the respon- * 
sibility for conducting the sales of 000 excess personal property and dispos­
able MAP property to foreign governments and international organizations. 
Headquarters, Defense Reutilization and Marketing Service exercises opera- * 
tional management of the FMS program throughout theDRMS and conducts the FMS * 
of property located in the Continental United States (CONUS) and all of North 
America and Latin America. Defense Reutilization and Marketing Region, * 
Europe, conducts the FMS of property located in Europe. Defense Reutilization * 
and Marketing Region, Pacific, conducts the FMS of property located in Hawaii, * 
the islands of the Pacific Ocean and Eastern Asia. 

(2) Contact Points. TheDRMS 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 DRMS FMS Program in the most * 
advantageous and beneficial manner. The contact points are: 

(a) Headquarters DRMS. * 
Commander 
Defense Reutilization and Marketing Service * 
ATTN: DRMS-RCM * 
Federal Center 
Battle Creek, Michigan 49017-3092 * 
Commercial Telephone - (616) 962-6511, ext. 6911/6918 
AUTOVON - 369-6911/6918 

(b) DRMR-Europe. 
Commander 

* 

Defense Reutilization and Marketing Region * 
ATTN: DRMR-ER * 
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) DRMR-Pacific. 
Commander 

* 
Defense Reutilization and Marketing Region * 
ATTN: DRMR-PR * 
Camp H. M. Smith, Hawaii 96861 
Commercial Telephone - (808) 477-5242 
AUTOVON - Pearl Harbor - 431-0111; ext. 477-5242 
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(3) DRMS Status. DRMS is an element of the 000. 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 DRMS are not intended to repeal or circumvent * 
exi sti ng or proposed di rect support agreements between other 000 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 
otherwi se procure materi eland servi ces covered by the agreements from the 
U.S. 000 components with which the agreements have been concluded. 

(5) References. The DRMS publishes two documents which * 
provide information on the specifics of the DRMS 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 Pro~erty List. This is a 
weekly listing of excess property pUblished by the DR S. Countries eligible * 
to receive the DRMS Declared Excess Personal Property Lists are identified at * 
Table 8-111-1 of this section. 

(6) MOE and SCE. All MOE 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 MOE or SCE. 

B. REQUISITION PROCEDURES. 

1. Use of MILSTRIP. 

a. Standard Items. Once an FMS case has been establ ished and 
funded, MIlSTRIP requisitions may be initiated either by the purchaser or by a 
designated 000 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. 

, (2) ~~Vy. Navy International Logistics Control 
(NAVILCO), Philadelp la, PA 19111. 

Office 

(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 000 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 Reguisitioning Process. The Uniform Military Priority 
System (UMMIPS), as delineated by 000 Instruction 4410.6, is applicable to all 
requi s itions. Force Activity Desi gnators (FADS) are establ i shed 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. 
will be corrected by the reviewing activity. Doubtful 
to the appropriate U.S. or purchaser representative 
correction. 

3. Delivery Commitment Date (DCD). 

Erroneous designators 
cases will be referred 
for clarification or 

a. Use. A DCD will be applied to all FMS cases that include a 
line for a princTpal item and for which there is no corresponding r~ILSTRIP 
Required Availability Date (RAO) in the supply system. The OCD will be 
identified 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 DO Form 1513-2 Notice to countries of 
slippages over 90 days is required on DCO revisions only and not on slippages 
of items controlled within the M1LSTRIP RAO system.) 

b. OCD Slippafe. In the "event it is determined that a slippage in 
delivery date in excess 0 90 days will occur, but a firm alternative delivery 
date cannot be established with a reasonable time, a DO 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 DO Form 1513-2 will be provided as soon as the new delivery date 
has been established. 
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SECTION V - AMENDMENTS AND MODIFICATIONS 

A. DO FORM 1513-1 - AMENDMENT TO OFFER AND ACCEPTANCE. 

1. General. Normally, any requirement to increase the scope of an 
existing LOA will be treated as a new FMS LOA. A change in scope is 
considered to be any increase which adds to the articles and/or services which 
the DOD will be required to deliver under the LOA. Changes to the value of an 
LOA caused by increased costs of existing orders are provided to the customer 
on a Notice of Modification of Offer and Acceptance (DO Form 1513-2), as in­
dicated in paragraph C3 below. While new LOAs are preferred, it is recognized 
that, within the parameters outlined below, amendment to the implemented LOA 
may be advantageous. It is also envisioned that, in many circumstances, 
amendments which will be accepted in the same fiscal years as the basic LOA 
will be accepted, subject to the recommendations of the DOD Component and 
staffing with DSAA, as required. In lieu of amendments, new LOAs, which 
cross-reference the previous LOAs, should be considered when changes to an 
ongoing program are required. All DO 1513-1s, except as specifically exempted * 
in this section, will be submitted to the DSAA Comptroller (Ft4S Control * 
Division) for countersignature. Note that all amendments to cases which * 
involve FMS credit, MAP, or third country financing or which were the subject * 
of Congressional [Sec. 36(b) AECAl notifications are not exempt and must be * 
submitted for countersignature. Copies of all exempted amendments \llill be * 
provided to SAAC (FSRC) by the Implementing Agency at time of release to the * 
country. * 

2. Minor Changes in scoee. There are exceptional circumstances when 
U.S. interests are best servedy processing amendments to cover minor changes 
in scope. Such changes are considered to be the addition of up to $1.0 
mi 11 ion or 10 percent of the case value, whi chever is 1 ess, of non-SCE 
articles' or services directly required in support of the basic LOA. The 
Amendment to Offer and Acceptance (DO Form 1513-1) Figure 8-V-l, will be used 
to meet only minimum essential administrative needs. Any revision to an LOA 
which requires purchaser acceptance must be an amendment. Categories of minor 
changes in scope which will normally be acceptable are listed below. Of the * 
below listed categories of DO 1513-1s, all except para. f (changes in terms or * 
conditions) are exempt from countersignature provided there is no increase in * 
SME or MOE and there is no overall increase to the value of the case. * 

a. Changes of requirements within FMS training cases, provided that 
the period of performance is not extended over one year. 

b. Minor changes in configuration of non-SME or non-MOE previously ** 
ordered on an original LOA. 

c. The omission in the original LOA of non-SME or non-MOE support- ** 
ing equipment or services for major weapon systems previously sold or the 
definitization of previously undefined spare parts or support lines, provided 
that the addition of the omitted articles or services does not extend the 
period of performance of the project LOA by more than 12 months. 
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d. Increase in time of performance of a service being provided on 
the LOA, e.g., technical assistance, provided the period of performance is not 
extended more than one year. 

e. Minor increases in q'uantity of a defined item case for non-SCE 
items, provided the delivery period is not increased by more than 12 months. 

f. Changes in terms and conditions (other than permissible 
unilateral changes on the part of the USG). 

g. A change of transportation delivery codes which results in 
increased costs to the purchaser whi ch were not previ ous ly accepted by the 
purchaser by previous correspondence. 

h. Revisions to FMSO I cases, other than as provided below in para­
graph A.3.c. of this section. 

3. Major Changes in Scope. Major changes in the scope of an existing 
LOA require the preparation of a new FMS case (DD Form 1513). Major changes 
in scope occurs most frequently for: 

a. Increases to the total value of an LOA of $1.0 million or 10 
percent of the case value, whichever is less. 

b. The addition of SCE or MDE items. 

c. Authorization to increase the amount of articles which may be * 
purchased under a blanket order case or a FMSO II case and any extension of 
the case ordering period which will increase the period of performance of the 
basic LOA (or the value of a FMSO I case). 

4. Purchaser Acceptance. The DD Form 1513-1 will be used only if the 
revision requires purchaser acceptance before implementation. If the revision 
is a unilateral change on the part of the USG to the terms and conditions of 
the LOA, or provides for the addition of a previously omitted pricing element 
or surcharge (except as indicated in paragraph A.2) which does not require 
purchaser acceptance, the DD Form 1513-2, Notice of Modification of Offer and 
Acceptance, should be provided to the purchaser (See Figure 8-V-2). 

5. Identification of Percentages Rates for Certain Costs. The 
percentage rates used for determining packing, crating and handling costs, 
genera 1 admini strative costs, and supply arrangement costs shoul d not be 
indicated in the applicable blocks on the DD Form 1513-1. The guidance also 
applies to "Other Estimated Costs" (Block 26) should a percentage rate be 
applicable. 
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cogni zant DOD Component wi 11 determi ne the use of amendments up to the above 
thresholds, subject to the criteria outlined in the above paragraphs. Normal 
DSAA staffing and countersignature is required for all such amendments. 

the year of the basic FMS 

8. Detailed Instructions for Format. See detailed instructions on 
preparing the DO Form 1513-1 contained in Figure 8-V-1. 

9. Initial Deposits. When an amendment is prepared to add additional 
defense articles or services, the existing LOA payment schedule may not 
include sufficient amounts to cover costs of the added articles/services from 
the expiration date of the DD Form 1513-1 until the next billing cycle. When 
this occurs, the DD Form 1513-1 should require an initial deposit. Use the 
methodology in Chapter 7, Section III, paragraph K.2. to determine the period 
the initial deposit should cover. Show the initial deposit requirement in the 
right hand corner of block (28) by typing "(28a) Initial Deposit (this 
Amendment): $XXX,XXX.OO." Also include the initial deposit in the financial 
annex payment schedule. 

10. Undercollected Cases. New requirements will not be added to any 
case that has expenditures in excess of payments received, unless prior 
approval is obtained from DSAA. Implementing agencies will inform the 
purchaser that the amendment will be deferred until sufficient payments have 
been received to cover current financial requirements (including termination 
1 i a b i 1 ity) • 

11. General Conditions. For overall purposes, all DD Forms 1513-1 will 
have appended to them a copy of Annex A, "General Conditions," which are part 
of the original case. Alternatively, at the discretion of the originating 
office, the DO Form 1513-1 may contain the following note: 

"Except as expressly amended hereby, all terms and conditions of the 
subject case (including without limitation the General Conditions) 
continue in full force and effect." 

12. Shifts of Case Value Between Cases. In certain circumstances, ** 
purchaser requests to shift case va 1 ue from one case to another -may be 
accomplished by processing concurrent modifications (DD Form 1513-2) in lieu 
of amending the case being increased (see Paragraph C.3.c.). 

B. PEN-AND-INK CHANGES - DD FORMS 1513 AND 1513-1. Pen-and-ink changes are ** 
modifications to a DD 1513 or DD 1513-1 authorized by the issuing DoD com­
ponent prior to acceptance of the document. Pen-and-ink changes should be 
avoided to the maximum extent possible. The change may be at the request of 
the purchaser or an initiative of the issuing DOD component. If the change 
authorizes any increase in scope or any revision of the terms of sale or total 
costs, the DSAA-Comptroller, FMS Control Division, must concur prior to auth­
orization. The issuing agency must authorize the pen-and-ink change by mes­
sage or letter to the purchaser with a copy to SAAC/FSR and DSAA-Comptroller 
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(FMS Control Division). Extensive changes must be made by issuance of a new 
or restated DO 1513 or a DO 1513-1 (after acceptance of the basic case) rather 
than by a pen and ink change. Copies of all DO 1513s and DO 1513-1s (includ­
ing revised termination liability worksheets, if applicable) that have been 
modified by authorized pen and ink changes must be disseminated to required 
organizations (for example, SAAC). 

C. DO FORM 1513-2 - NOTICE OF MODIFICATION OF OFFER AND ACCEPTANCE. 

1. Pur~ose. This form is utilized to record modifications to an exist­
ing LOA, whic do not constitute a change in scope, except for decreases due 
to a deletion of an item. Modifications which do affect the scope of the LOA 
(other than decreases) require either a new DO Form 1513 or a formal Amendment 
(DO Form 1513-1, see Figure 8-V-2). All DO 1513~2s, except as specifically * 
exempted in this section, will be submitted to the DSAA Comptroller (FMS * 
Control Division) for countersignature. Note that all modifications to cases * 
which involve FMS credit, MAP, or third country financing or which have been * 
the subject of Congressional [Sec. 36(b) AECA] notifications are not exempt * 
and must be submitted for countersignature. Copies of all exempted modifica- * 
tions will be provided to SAAC (FSRC) by the Implementing Agency at the time * 
of release to the country. * 

2. Accertance of Foreign countri or International Organization. When 
the DO Form 15 3-2 is used, acceptancey the foreign country or international 
organization is not required. Acknowledgement of receipt ensures that the 
Notice of Modification has been received by an authorized official. The DO 
Form 1513-2 should be used for changes in data which may be made unilaterally 
under an offer and acceptance (non-scope change). 

3 ~ DO Form 1513-2' s Requi rini DSAA Coordinati on and Countersi anature. 
The following modifications to an La or Amendment must be accomplishe by use 
of a DO Form 1513-2. Such modifications require DSAA coordination and coun­
tersignature prior to dispatch to the foreign country or international organ­
ization. 

a. Price increases in excess of $1.0 million and related changes * 
in payment schedules to a previous DO 1513 or amendment. thereto. Price * 
increases of less than $1.0 million are exempt from the requirement for * 
countersignature. 000 components issuing Letters of Offer will promptly and * 
officially notify purchasers whenever the estimated total costs (Block 26 of 
the DO Form 1513) increase by ten percent. For such price increase 
notifications, to ensure that the country is fully aware of its options with 
respect to the cancellation or reduction of the case, the following 
information, if applicable, should be included in Block 11: 

(1) The detailed reasons for the increase. 

(2) Status of contracting for this purchase -- e.g., contract 
completed, contract still being negotiated, etc. 

(3) The options that the country has, if any, with respect to 
avoiding the price increase (e.g., contract termination or reduction of 
quantities). 
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(4) The estimated financial consequences of selecting such 
options. 

(5) Any time limits for notifying the U.S. Government of 
purchaser desire to cancel or reduce quantities. 

b. Changes initiated by the foreign country or international orga- * 
nization of terms (Block 27, DD Form 1513 and Block 28, DD Form 1513-1) from 
a type of assistance code (other than M or Z) to a MAP case (code M) or an FMS 
Credit Case (Code Z) must cite all types, sources, and amounts of financing. 

c. Shifts of case value from one FMS case to another by concurrent * 
modification (reference Chapter 8, Section V, Paragraph A.12), provided the 
following are met: 

(1) The foreign government official who requested the shift in 
case value must have the level of governmental authority of one authorized to 
accept LOAs by his signature and must indicate in the LOR that he is a duly 
authorized representative of his government. 

(2) The case increases must be 1 imited to changes which are 
not significant changes in scope, which would be defined as an increase in 
quantity of SME or MOE items. 

(3) The AECA Section 36(b) reporting thresholds outlined in 
Chapter 7, Section IV, must be observed. 

(4) The net change between the two cases must be zero; that, 
the increase to one case must be equal to the decrease of the other case. The 
modifications decreasing one case and increasing the other must be issued 
simultaneously and must cross-reference each other. 

(5) The case being increased must currently have collections 
equal to or greater than expenditures (see Chapter 8, Section V, Paragraph 
A.1D. 

(6) If the addition of articles and/or services to the case 
being increased will generate a requirement for an initial deposit (reference 
Chapter 8, Section V, Paragraph A.9), a OD Form 1513-1 must be used. 

(7) The case being decreased must have adequate f!Jnqs 
available to cover outstanding requisitions and obligations. 

4. DO Form 1513-2 1 s Requiring No DSAA Coordination or Countersignature. 

a. Decreases to the value of DD 1513s or 1513-1s resulting from 
price reductions, deletions, or decreases in the quantitites of articles or 
services to be sold, or decreases in the value of blanket order cases 
requested by the foreign government may be accomplished by DD 1513-2s which do 
not require countersignature. 

b. The following additional modifications to a Letter of Offer or 
Amendment must be made on a DD 1513-2, but do not require DSAA coordination or 
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countersignature provided there is no change in the II terms of sale" or 
increase in the "total estimated costs": 

(1) 
commitment date. 

(2) 
case. 

(3) 
use the DTS (e.g., 

(4) 

(5) 

Changes or extensions exceeding 90 days of the del ivery 

Extensions of the ordering period for a blanket order type 

Changes to transportation codes due to the requirement to 
shipment of hazardous or sensitive cargo). 

Clarifying notes. 

Changes in payment schedules to LOAs or Amendments. 

(6) Changes in Generic Codes and/or MASL Coding to correct an 
administrative error only; there should be no change to the description of 
articles or services to be sold. 

. 5. Price Changes During Case Closure. Price increases or decreases 
discovered during ca$e closure will. be assessed the country during final 
billing. Issuance of a DO Form 1513-2 is not required in addition to the 
final billing, unless specifically requested by the purchaser. However, such 
requests will normally be honored only where the total price increase or 
decrease amounts to 10% or more of the case value. 

6. General Terms and Conditions. For record purposes, all DO Forms 
1513-2 will have appended to them a copy of Annex A, General Conditions, which 
are part of the original case. Alternatively, at the discretion of the 
originating office, the DO Form 1513-2 may contain the following note: 

"Except as expressly amended hereby, all terms and conditions of the 
subject case (including without limitations the General Conditions) 
continue in full force and effect. II 

7. Identification of Percentage Rate for Certain Costs. The percentage 
rates used for determining packing, crating and handling costs, general 
admini strative costs, and supply support arrangement costs and other acces­
sorial costs should not be indicated in the applicable blocks of the DO 
1513-2. This guidance also pertains to "Other Estimated Costs" (Block 20) 
should a percentage rate be applicable. 

8. Use of DO Form 1513-2 vs DO Form 1513-1. If there is any doubt as 
to whether to use the DD Form 1513, Db Form 1513-1 or the DO Form 1513-2 in a 
particular case, that case should be promptly referred to DSAA Operations for 
determination. [Note: When a DO Form 1513-2 is signed for dispatch, appro­
priate change card(s) should be submitted to the SAAC by the DSAA for inclu­
sion in the 1200 System.] 

9. Detailed Instructions and Format. See detailed instructions on the 
filling in of the blocks on the DD Form 1513-2 at Figure 8-V-2. 
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INSTRUCTIONS FOR PREPARING THE UNITED STATES DEPARTMENT OF DEFENSE 
AMENDMENT TO OFFER AND ACCEPTANCE (DO FORM 1513-1) 

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 bel 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, delete the word "Purchaser" and indicate the 
source of the request. 

C. BLOCK (3) AMENDMENT NUMBER. Enter a consecutive "numerical" amendment 
number. Do not reuse a number once it has been assigned to an Offer to Amend. 
When an offer iSI allowed to expire and a subsequent amendment is issued, it 
will be annotated: to show that the preceding amendment was not accepted by the 
purchaser. . 

D. BLOCK (4) CA:SE IDENTIFIER. Enter the appropriat~ country code, imple­
menting agency co~e and case designator (e.g., UK-P-DLG). 

E. BLOCK (5) SIGNATURE. This block should be filled in by an authorized 
U.S. Military Oe~artment or Defense Agency representative prior to forwarding 
the amendment to ~he DSAA Comptroller for the required countersignature. 

F. BLOCK (6) TYPED NAME AND TITLE. Type or stamp the name and titl e of 
the U.S. representative who signed Block (5). 

I 
G. BLOCK (7) ADDRESS. Enter the name of the issuing organization along with 
the address (e.g., oA, DCAS-SA, Pentagon, Washington, D.C. 20150). 

I 

H. BLOCK (8) DATE. Enter the day, month and year that the Amendment is sub­
mitted to the osAA for countersignature. 

1. BLOCK (9) THIS OFFER EXPIRES. Enter the appropriate date, normally 85 
days from the dat~ in Block (8). 

J. BLOCK (10) COUNTERSIGNATURE. The authorized representative for counter- ** 
signature within Ithe DsAA Comptroller will sign all DD 1513-1s within this 
bl~ck except.as specifically exempted in Chapter 8. Signature will not occur 
unless all the n~cessary information is contained on the DD Form 1513-1 and 
all required attachments are furnished. 

K. BLOCK (11) TYPED NAME AND TITLE. Type the name and tit 1 e of the DSAA 
Comptroller authorized representative for countersignature who signed Block 
(10) • 

FIGURE 8-V-l. (Continued) 
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L. BLOCK (12 PURPOSE OF THE AMENDMENT. Describe the purpose of the amend­
ment e.g., to a a new lne an adjust costs accordingly). Enter the 
acceptance date of the basic LOA being amended. Do not rely on this block for 
any required amendment action. Details must be entered in Blocks (13) through 
(21). 

M. BLOCK (13) ITEM OR REFERENCE NO. Enter reference to a specific part of 
the basic case or previous amendment (e.g., Item 1, Atch 2, basic; Item 1, 
Block (19), Amendment 2). 

N. BLOCKS (14) THROUGH (19). Enter complete description of amended items. 
Describe whether the action is an addition, modification, or deletion. If 
there is a cost change, also enter the amount of increase or decrease. If a 
previous offer to amend has expired, explain and indicate that an affect on 
cost does not apply to the amendment bei ng processed. Do not rna ke such 
entries for unaccepted (and unexpired) offers to amend. 

O. .BLOCKS (20) AND (21) OFFER AND RELEASE CODE AND DELIVERY TERM CODE. Fill 
in as appropriate in accordance with the instructions contained in Chapter 7, 
Section II, Table 7-11-2. 

P. BLOCKS (22) THROUGH (27). 

1. In column (a), enter complete information from the previous ,accepted 
document (DO Form 1513 or DD Form 1513-1). In column (b) enter new costs. 

2. Care should be taken when computing entries in Blocks 23 through 26 
that administrative and accessorial charges are applied only to the appropri­
ate items. If the administrative or accessorial charges are revised, do not 
show the percentage rate used in determining the cost contained in the appli­
cable block. 

Q. BLOCK (28) TERMS. Enter the original terms of sale or any changes there­
to. In all cases where DoD direct or guaranteed FMS credit or MAP funding is 
used, insert the Fiscal Year of the FMS credit or MAP program followed by the 
words FMS Credit or MAP Merger as appropriate. If the sales agreement ;s to 
be financed by a combination of sources, each term of sale and applicable 
amount will be cited. 

R. BLOCKS (29) THROUGH (32). These blocks should be filled in by the 
purchaser. Signed copies of the DD Form 1513-1 must be returned ;n order to 
complete acceptance. If terms remain, or are changed to "Cash with Accep­
tance" an appropriate payment must be received with the completed documents. 

NOTE THE FOLLOWING INFORMATION 
BEFORE SUBMISSION OF THIS AMENDMENT FOR COUNTERSIGNATURE 

1. The OSAA Comptroller (FMS Control Division) is the point of entry 
within OSAA for coordination and countersignature of LOAs, LOIs (and 
amendments thereto), and notices to LOAs. In connection with the 
countersignature process, DSAA coordination will be accomplished by OSAA-OPS." 
See Chapter 7, Section II, Paragraphs C.9 and C.10. 

FIGURE 8-V-l. (Continued) 
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2. Submit for countersignature to the DSAA Comptroller (FMS Control * 
Division) all DO 1513-1s, except as specifically exempted in this section, 
with the original and two copies (three copies for FMS credit or MAP financed 
cases). 

3. Attach a Financial Annex to all DO Forms 1513-1 except FMSO I cases, 
which result in changes to the payment schedule. 

4. Indicate the date of acceptance of the basic case. (The acceptance 
date is the date the DO Form 1513 is signed by the customer representative). 
The acceptance date should be conspicuously annotated in the upper right hand 
corner of Block 12, Description and Reason(s) for Amendment. (Example: 
"Basic Case accepted 25 Aug 1980"). 

5. Before notifying the customer of a change to cost or increase in 
scope prior to acceptance, obtain approval from DSAAjOperations. . 

6. Whenever a DO Form 1513-1 increases the original case value by more 
than $50,000, the DO Form 1513-1 will be treated as a new case. Therefore, 
the DD Form 1513-1 information must be entered in the Letter of Request (LOR) 
system (in the same way the information was entered for the original DO Form 
1513) . 

7. Attach a termination liability worksheet for each case of $7 million 
or more that meets the criteria in Chapter 7, Section II, para C.8.c.(2). 

8. Attach a financial analysis worksheet for each line item (end-items 
or services) with a total case value of $14 million or more, or as required. 
(Reference Chapter 7, Section II, Para C.8.c.(l)(b). 

9. Amendments to Letters of Offer reported to the Congress [Sec. 36(b) ** 
AECA] will include below Block 11 the latest identifying DSAA Transmittal 
Number used in the Statutory Notification (e.g., 85-29). 

10. The name and telephone number of the action officer responsible for 
the preparation of the DO Form 1513-1 should appear at the bottom of all 
copies submitted to the DSAA for countersignature, excluding the original. 

FIGURE 8-V-l. (Continued) 
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ID, CONTINUATION 
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INSTRUCTIONS FOR PREPARING THE UNITED STATES DEPARTMENT OF DEFENSE 
NOTICE OF MODIFICATION OF OFFER AND ACCEPTANCE (DO FORM 1513-2) 

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 Note 
of Modification of Offer and Acceptance (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 be shown when appro­
priate. A reference may be a letter, telegram, conference, meeting, oral 
request, etc. The reference will always include a date and any other perti­
nent data .• 

C. BLOCK (3) NOTICE NO. Use numbers in consecutive sequence. Do not mix 
Notice Numbers with Amendment Numbers. Number of Amendments (DO Form 1513-1) 
and Notices (00 Form 1513-2) are independent, thus a possible sequence of 
events mi ght be: (1) Letter of Offer, (2) Noti ce 1, (3) Amendment 1, (4) 
Notice 2, (5) Amendment 2. 

D.BLOCK (4) CASE IDENTIFIER. Enter the appropriate country or inter-
. national organization code, implementing agency code and case deSignator 
(e.g., UK-P-DLG). 

E. BLOCK (5) SIGNATURE. Type or stamp name and title of the U.S. repre­
sentative. Authorized representative should also sign this block. 

F. BLOCK·(6) TYPED NAME AND TITLE. Type or stamp the name and title of 
the U.S. representative who signed Block (5). 

G. BLOCK (7) ADDRESS~ Enter the name of the issuing organization along with 
the address (e.g., OA, DCAS-SA, Pentagon, Washington, D.C. 20150). 

H. BLOCK (8) DATE. Enter day, month and year. 

1. BLOCK (9) COUNTERSIGNATURE. The authorized representative for counter- ** 
signature within the DSAA Comptroller will sign all 1513-2s within this block 
except as specifically exempted in this chapter. Signature will not occur 
unless all necessary information is contained on the DO 1513-2 and all 
required attachments are furnished. 

J. BLOCK (10) TYPED NAME AND TITLE. Type the name and title of the DSAA 
Comptroller authorized representative for countersignature who signed Block 
(9). 

FIGURE 8-V-2. (continued) 
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K. BLOCK (11) DESCRIPTION OF ANDo REASONS FOR MODIFICATION. Describe briefly 
the modification{s) and the reason(s) requiring that such modification(s) be 
made. Such information should be sufficiently clear, complete and specific 
that it could reasonably be anticipated to satisfy the customer without 
recourse to further correspondence. (These remarks may be continued on the 
reverse of the DO Form 1513-2, under Box 26, Continuation). Enter the 
acceptance date of LOA or amendment being revised. In all cases where 000 
di rect or guaranteed FMS credit or MAP fundi ng is bei ng used, insert the 
Fiscal Year of the FMS credit or MAP program followed by the words FMS Credit 
or MAP Merger as appropriate. If the sales agreement is financed by a combi­
nation of sources, each term of sale and applicable amount will be cited. 

L. BLOCK (12) ITEM OR REFERENCE NUMBER. Enter reference to a specific part 
of the 6asic case or previous amendment. 

M. BLOCKS (13) THOROUGH (18). List only the items modified. Show dollar 
amounts in whole dollars only. For all notifications of price changes enter 
the previous cost along with the revised cost. 

N. BLOCKS (19) THROUGH (24). Enter in Column "a" the previous applicable 
costs from the original offer and acceptance or prior amendments and/or 
notices of modifications thereto for the applicable cost lines. The best 
estimate of the revised costs should then be entered in Column "b". If the 
administrative or accessorial costs change, do not indicate the percentage 
rate used to determine the costs conditioned in the applicable block. 

O. BLOCKS (25) THROUGH (28) ACKNOWLEDGEMENT OF RECEIPT. An authorized 
official of the foreign purchaser should sign and forward the document to the 
Military Department or Defense Agency concerned to ensure that the Notice of 
Modification has been received. 

NOTE THE FOLLOWING INFORMATION 
BEFORE SUBMISSION OF LOA FOR COUNTERSIGNATURE 

(See paragraph C.4. of this section for those 1513-2 actions 
exempt from countersignature requirement) 

1. The DSAA Comptroller (FMS Control Division) is the point of entry 
within DSAA for coordination and countersignature of LOAs, LOIs (and amend­
ments thereto), and notices to LOAs. In connection with the countersignature 
process, DSAA coordination will be accomplished by DSAA-OPS. See Chapter 7, 
Section II, Paragraphs C.9~ and C.10. 

2. Submit for countersignature to the DSAA Comptroller (FMS Control ** 
Division) all DD 1513-2s, except as specifically exempted in this chapter, 
with the original and two copies (three copies for FMS credit or MAP cases). 

3. Attach a Financial Annex to all DO Forms 1513-2 except FMSO I cases, 
which result in changes to the payment schedule. 

FIGURE 8-V-2. (Continued) 
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4. Indicate the date of acceptance of the basic case. (The acceptance 
date is the date the DO Form 1513 is signed by the customer representative.) 
The acceptance date should be conspicuously annotated in the upper right hand 
corner of Block 8, Description of and Reason(s) for Modification. Example: 

"Basic Case accepted 25 Aug 1980". This date is important to determine the 
fiscal year to which the change is applicable. 

5. The name and telephone number of the action officer responsible for 
the preparation of the DO Form 1513-2 should appear at the bottom of all 
copies submitted to the DSAA for countersignature, excluding the original. 

6. Modifications to Letters of Offer reported to the Congress [Section ** 
36(b) AECA] will include below Block (11) the latest identifying DSAA 
transmittal number used in the statutory notification (e.g., 85-29) • 

. . ~ 

FIGURE 8-V-2. (Continued) 
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CHAPTER NINE 

FMS DIPECT CREDIT AND GUARANTEED LOAN FINANCING 

SECTION I - GENERAL 

A. PURPOSE. This chapter presents the Foreign Military Sales (FMS) direct 
credit and guaranteed loan financing management policies and procedures. It 
describes the types of loans currently issued to foreign governments to 
finance such sales, the standards and criteria applicable thereto, and the 
procedures for implementing the FMS credit program. This chapter does not 
cover the use of Grant Aid (MAP) funding such as authorized by the FAA, 
Section 503(a)(3) (use of MAP funds to finance FMS) and the FAA, Section 
506(a) (special authority), subjects which are covered in Chapter 11. 

B. INTRODUCTION. Foreign Military Sales (FMS) direct credit and guaranteed 
loan financing has continued to grow in scope and direction. Concurrently, 
the management of such fi nancing has become correspondingly compl ex. There 
are a number of stipulations, limits, actions and responsibilities involved in 
various aspects of this management that reflect variations in international 
relations and U.S. foreign policy. This chapter examines those aspects and 
their legislated guidelines. 

C. ARMS EXPORT CONTROL ACT (AECA) AUTHORIZATION. The Arms Export Control 
Act (AECA), as amended, provides authority for FMS direct credit and 
guarant.eed loan financing as follows: 

1. Credit Sales. Secti on 23 of the AECA authori zes the President to 
finance procurements of defense articles, defense services, and design and 
construction services by friendly foreign countries and international organi­
zations. Loans financed under the authority of Section 23 are commonly called 
direct loans. Historically, this type of loan financing has been used to 
assist those FMS countries in the process of economic development. Direct 
loans require that funds be appropriated by the Congress in a.n amount equal to 
the principal loan values. Direct loans are currently used as the vehicle for 
implementing "repayment waived" loans as authorized by the Congress. 

2. Guaranties. Section 24 of the AECA authorizes the President to 
guarantee any individual" corporation, partnership, or other juridical entity 
doing business in the United States [excluding United States Government 
agencies other than the Federal Financing Bank) against political and credit 
risks of nonpayment arising out of their financing of credit sales of defense 
a~ticles, defense services, and design and construction services to friendly 
countries and international organizations. Loans financed under authority of 
Section 24 are commonly called guaranteed loans. Fees are charged for the 
guaranties and all guaranties are backed by the full faith and credit of the 
United States. Section 25(a)(7) of the AECA prescribes that the President 
must advise the Congress of the total amount of funds' in the Guaranty Reserve 
at the end of each fiscal year. Additionally, the President must provide an 
assessment of the adequacy of guaranty reserve funds to make payment of claims 
under guaranties issued in view of the current debt servicing capacity of 

9-1 Change No.6, 1 March 1986 



DOD 5105.38-M 

borrowing countries. Guaranteed loan financing constitutes the major portion 
of the current FMS credit program. Since 1975 all guaranteed loans have been 
issued to eligible borrowing countries by the Federal Financing Bank, an 
instrumentality of the Department of the Treasury. Such loans are guaranteed 
by the DSAA against all political and credit risks of nonpayment. 

D. ADDITIONAL PROVISIONS OF THE ACT. In addition to Sections 23 and 24, the 
AECA addresses the purposes of FMS and the use of credits and guaranties in 
numerous other sections of the AECA as follows: 

1. Pur oses for which Militar Sales b 
According to ectlon 0 t e , 
to friendly coun:tries as follows: (1) for internal security, (2) for 
legitimate self-defense, (3) to permit the recipient country to participate in 
regional or colle~tive arrangements consistent with the Charter of the United 
Nations or as requested by the United Nations to maintain or restore 
international peace and security, and (4) for the purposes of enabling foreign 
military forces in less developed friendly countries to construct public works 
and tfr engage in other 'activities helpful to economic and social development. 

2. Violations. ,Section 3(c)(1)(A) of the AECA requires that no credits 
(including participation in credits) may be issued and no guaranties may be 
extended for any 'forei gn country if such country uses the defense arti cl es or 
services in substantial violation of an agreement under Section 4 of the AECA 
(as noted in paragraph 1. above), transfers the articles or services without 
the consent of the President, or fails to maintain the security of the 
a~ticles or services. Also, according to Section 3(f) of the AECA the 
President shall terminate all sales, credits, and guaranties to any government 
which aids or abets, by granting sanctuary from prosecution to any individual 
or group which has committed an act of international terrorism unless the 
Pres i dent fi nds th:a t nat i ona 1 security requ ires otherwi se. 

3. Prohibition Against Discrimination. Section 5 of the AECA concerns 
prohibition against discrimlnation. No sales should be made and no credits 
(including participation in credits) or guaranties extended to or for. any 
foreign country which through its laws, regulations, official policies, or 
governmental practices prevents any U.S. person from participating in the 
furnishing of defense articles or services on the basis of race, religion, 
national origin, dr sex. 

4. Foreign Intimidation and Harassment of Individuals in the U.S. 
Section 6 of the AECA concerns foreign intimidation and harassment of 
individuals in the U.S. No credits or guaranties may be extended to any 
country determined by the President to be engaged in a consistent pattern of 
acts of intimidation or harassment directed against individuals in the U.S. 

5. Prohibition Against Certain Militar~ Export Financint by Export­
Import Bank. Section 32 of the AECA specifical y prohibits Expor -Import Bank 
financing of defense articles or services to economically less developed 
countries. 

6. Authorization and A~iregate Ceilin~ on Foreign Military Sales 
Credits. Section 31 of the AE establishes t e authorization qnd aggregate 
ceiling on FMS credits. For example, Section 31 normally indicates the 
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maximum total amount of direct credits (Section 23) and the total principal 
amount of guaranteed loans (Section 24) authorized to be issued. This section 
also indicates the minimum amounts of credits/loans to be extended to selected 
countries and applicable extended repayment terms. 

7. Foreign Military Sales Credit Standards. Section 34 of the AECA 
prescribes that the President shall establish standards and criteria for 
credit and guaranty transacti ons in accordance with the forei gn, nati ona 1 
security and financial policies of the U.S. Executive Order 11958 delegates 
this authority to the Secretary of State with the qualification that to the 
extent the standards and criteria for credit and guaranty transactions are 
based upon national security and financial pol icies, the Secretary of State 
shall obtain the prior concurrence of the Secretary of Defense and the 
Secretary of Treasury, respectively. 

8. Fiscal Provisions Relating to Foreign Militarf Sales Credits. 
According to Section 37 of the AECA, cash payments receive and advances re­
ceived from direct credits shall be available solely for payments to suppliers 
and refunds to purchasers and shall not be available for financing credits and 
guaranties. Amounts received from foreign governments and international 
organizations as repayments for credits extended pursuant to Section 23 
(direct credits), and other collections, such as fees and interest shall be 
transferred to miscellaneous receipts of the U.S. Treasury. However, if 
Guaranty Reserve (Section 24) funds have been used for a borrower's overdue 
payment to the Federa 1 Fi nanci ng Bank, subsequent amounts recei ved from the 
borrower shall be merged with the Reserve and shall be avail ab 1 e for any 
purposes for which funds are normally available. 

9. Coproduction/Licensed Production. Section 42(b) of the AECA pre­
scribes that direct credits and guaranteed loans may not be used to finance 
coproduction or licensed production of any defense article of U.S. origin 
outside the United States unless the Secretary of State notifies the Congress 
in advance of the proposed transaction on employment and production within the 
United States. Section 42(c) of the AECA provides that funds made available 
under the AECA may be used for procurement outside the United States only if 
the President determines that such procurement will not result in adverse 
effects upon the economy or the industrial mobilization base of the United 
States. 
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SECTION II - ELIGIBILITY 

A. NEED FOR FINANCING. To the extent feasible, foreign governments purchas­
ing U.S. defense articles and services should be encouraged to pay cash. This 
helps to reduce the number of demands on an always limited availability of 
credit and also helps customers to obtain their purchases at the lowest 
overall cost. In those cases where cash purchases are not feasible, the 
purchasing country should be encouraged to use private financing (without U.S. 
Government guaranty), thus helping to conserve limited FMS credit resources. 
Credit fi nancing wi 11 normally be extended when it has beendetermi ned that 
purchases of defense items cannot be fi nanced reasonably by other means, 
taking into account any U.S. military and economic assistance that such 
countries may be receiving, and indigenous private financing. In addition to 
being evaluated for consistency with U.S. foreign policy interests (including 
human rights), other proposed arms purchases by the country and the suitabil­
ity of items being purchases will also be taken into account. Of particular 
attention is the level of weapons sophistication and the capability of the 
country to maintain, support, and employ the items effectively. FMS credit 
assistance will not be extended solely to consummate a sale. 

B. USE OF FINANCING FOR ESSENTIAL ITEMS. Loans issued under the AECA mav be 
used to finance major defense items of U.S. origin. Such items may be cate­
gorized as either investment or major attriti on items. II Investment" items are 
equipment and related supplies and services which increase the recipientls 
military force capability. This category includes unit equipment, war reserve 
equipment, replacement of obsolete equipment by improved types, initial spare 
parts programmed for delivery concurrent with related major items, and train­
ing associated with the introduction of a new or improved capability. "Major 
attrition" items are those .... which replace an existing type of equipment which 
is worn out, damaged or lost. Normally, credit financing is not approved for 
purchases of training, spare parts ammunition, consumables, or expendable 
items for I~major attrition" categories. Occasionally an exception to this 
policy is granted to permit credit financing for the purchase of items such as 
technical manuals and initial training in the operation and maintenance of 
defense equipment, initial (up to one year) stocks or spare parts, initial 
stocks of ammunition (up to one year for training and/or basic reserve 
stocks), and other consumable or expendable items logically included in the 
initial purchase of a weapon system or equipment package. Such an exception 
may be warranted to ensure that the purchasing country obtains the capability 
to utilize new equipment and to permit a single method of financing for all 
items included in a major purchase. 

C. DENIAL OF FMS CREDIT. FMS credit financing shall not normally be ap­
proved wnen: (1) the transaction would place an undesirable burden on a 
purchasing countryls foreign exchange resources, create excessive claims on 
future budgets (e.g., induced expenditures for maintenance, spare parts, 
replacement, and indirect support and organizational costs), or otherwise 
materially interfere with its development; (2) it is to be used to finance 
production or coassembly/coproduction projects overseas; and (3) there is not 
a reasonable expectation of loan repayment. 
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D. EXCEPTIONS. 

1. Basis for Exce~tion. Special circumstances may arise which justify 
exceptions to normal po icy and allow approval of FMS credit financing of 
consumables, training, or other operations and maintenance (O&M) costs. 
Following are examples of situations which may, in combination with other 
factors, form the basis for justifying an exception: 

a. An abrupt adverse military or security development experienced 
by the borrowing country. 

b. An abrupt adverse economic development, or the imposition on 
less developed countries of a burden which, without resort to loan financing, 
might otherwise simply be shifted to a U.S. economic or concessionary aid 
program. 

c. Unprogrammed major overhaul of aircraft, ships or other major 
equipment, particularly when such overhaul would preclude or delay purchase of 
new end items. 

d. To provide a transition funding source for those O&M items 
previously financed under MAP to countries which no longer receive such 
assistance. 

2. Requests for Excepti on. Securi ty assistance organi zations (SAOs) 
should ensure that the host government is aware of tbe basic U.S. policy on 
the uses for which FMS credit financing may be appl ied. Any requests for 
exceptions to this policy must be fully justified and submitted through the 
Chief of the U.S. Mission to the DSAA for interagency coordination and ap­
proval/disapproval. No commitment whatsoever should be made to the host 
government prior to receipt of the response from the DSAA. 
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SECTION III - PROCESS AND PROCEDURES 

A. GENERAL. According to Section 25 of the AECA, no later than 1 February 
of each year, the President shall transmit to the Congress, as a part of the 
annual presentation of security assistance programs proposed for the next 
fiscal year, a report which among other things provides an estimate of the 
aggregate dollar value and quantity of defense articles and services, military 
education and training, grant mil itary assistance, and credits and guaranties 

, to be furnished by the United States to each foreign country and international 
organization in the next fiscal year. OASD/ISA and OASD/ISP in concert with 
the DSAA annually consol idates various inputs and recommendations into the 
Security Assistance Planning, Programming and Budgeting (PPB) process. The 
programmed loan amounts, by country, which are requested by the administra-

,tion, are based upon information initially submitted to the Department of 
State in the Annual Integrated Assessment for Security Assistance (AIASA) 
which is prepared by the country team. Ultimately, an executive branch posi­
tion is established which is reflected in the Congressional Presentation 

'Document (CPD) for a given fiscal year. The CPD, among other things, speci-
fies recommended FMS credit programs for individual countries. 

B. CONGRESSIONA'L AUTHORIZATION AND APPROPRIATION. Upon receipt of the 
executive branch i draft {recommended} legislation and the CPD, the Congress 
conducts heari ngs on the security assi stance program -- giving parti cul ar 
attention to FMS credit financing. The subsequently approved authorization 
and appropriation acts cite a dollar amount ceiling for the FMS credit program 
with some constraints, specified amounts, or special provision for selected 
countries or reg,ions. Within the constraints which may be imposed by the 
Congress in any given fiscal year the Department of State, with input from the 
Departments of Defense and Treasury, determines (and DSAA reprograms as may be 
necessary) the loan amounts that individual countries shall receive. In this 
process, 'it considers the pertinent economic, military, and political factors. 
The President has delegated to the Secretary of Defense the authority to issue 
and guarantee lOqns to eligible recipients in accordance with the AECA. The 
Secretary of Def~nse has redelegated this authority to the Director, DSAA. 

I 
C. APPORTIONMENT. Upon receipt of the Department of State's program 
approva' and apporti onment request document, the Offi ce of Management and 
Budget (OMB) issues an apportionment document to DSAA. In the instance of a 
DOD guaranteed loan, there is no apportionment of appropriated funds; the 
apportionment document is an allocation of program value. However, if the 
loan to be issued is a DoD direct loan, the apportionment document provides 
the DSAA with an apportionment of appropriated funds in the amount equal to 
the principal amount of the loan to be issued. 

D. IMPLEMENTATION AND MANAGEMENT OF LOANS. Within DSAA the Financial 
Reports and credit Program Division (FR&CPD) implements and manages both 
direct loans and guaranteed loans. For direct loans, the FR&CPD prepares the 
loan agreement, obtains signatures, disburses loan funds, bills the borrower, 
and collects loan payments. For guaranteed loans, the FR&CPD prepares a 
Guaranty Agreement to the Federal Financing Bank (FFB), and the FFB prepares 
the loan agreement, obtains signatures, disburses loan funds, bills the 
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borrower, and collects loan payments. An example of an FFB guaranty loan 
agreement between the borrower and the FFB is at Table 9-111-1, and an example 
of a 000 guaranty document executed between DSAA and the FFB is at Table 
9-111-2. An example of a 000 direct loan document is at Table 9-111-3. 

E. ISSUANCE OF FMS LOANS. 

1. Federal Financing Bank Loans. 

a. Guaranty Fee. The AECA, Section 24, requires recipients of 
guaranteed FMS loans to pay a fee for such guaranties. Accordingly, recipi­
ents of 000 guaranteed loans issued by the FFB must remit payment of the 
guaranty fee to the DSAA. This one-time (non-refundable) fee is currently set 
at one-fourth of one percent of the principal amount of the loan. 

b. 

before an FFB loan 
are as follows: 

(1) Authorization for a designated person to sign the loan 
agreement. (Most FMS loans are signed by the borrowing country's ambassador, 
or defense attache at its embassy in Washington, D.C.) 

(2) Authorization for a designated person to sign the prom­
issory note that accompanies the loan agreement. 

(3) Authorization for a designated person(s) (an alternate is 
advisable) to sign requests for disbursements (drawdowns) from the loan. 

c. Guaranty. Upon signature by authorized representatives of the 
FFB and the borrowing country, and upon receipt of the required guaranty fee, 
the DSAA then issues its guaranty document to the FFB. 

d. Legal Opinion. Following issuance of the guaranty, the Office 
of the OSD Genera 1 Counse 1 prepares and submits to the FFB a 1 ega 1 opi ni on 
document. Upon completion of this required document, and assuming that all 
preceding actions are also completed, funds from the FFB loan are then avail­
able for use by the borrowing country. 

2. Direct Loans. The DSAA issues direct loans to eligible borrowing 
countries, utilizing the annual appropriation as discussed in paragraph B., 
above. As in the case of Federal Financing Bank loans, three authorization.s 
as described in paragraph Ll.b., above, are required from the borrowing 
country before loan funds may be disbursed. 

3. Interest Rates. 

a. AaPlicability• All loans must be repaid with interest unless 
payment is waive by the Congress. 

b. Interest on 000 Direct Loans. Interest charged on direct loans 
is at a single fixed rate as determined by the Department of Treasury to be 
the cost of money to the U.S. Government as of the last day of the month 
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preceding the date- of consummation of the loan agreement. Interest rates at 
less than the cost of money to the U.S. Government must be in the national 
interest and must be so justified by the President to the Congress. 

c. Interest on DoD Guaranteed Loans Issued by FFB. Interest rates 
on FFB guaranteed loans are based upon the cost of money to the U.S. Govern­
ment plus an administrative fee (currently one-eighth of one percent). 
Individual fixed interest rates are calculated on the day each incremental 
disbursement is processed from the loan. After all loan funds have been 
disbursed, the FFB computes a weighted average interest rate. 

4. Repayment. 

a. Repayment Period. Loans are normally repaid in five to nine 
years following a grace period of one or two years on repayment of principal. 
The AECA requires that all direct loans be repaid over a period not to exceed 
twelve years unless legislated otherwise by the Congress. The same twelve 
year 1 imitation has been extended to guaranteed loans except for countries 
specified by statue. Historically, the Congress has authorized longer repay­
ment terms for specific countries. The repayment of these loans are made over 
a period of twenty years following a grace period of ten years on repayment of 
principal. (NOTE: Semi-annual interest payments are required on the princi­
pal amount of loan funds disbursed during the grace period). 

b. Frequenc., of Payments. Repayments of FMS loans are made in 
equal semi-annual lnsta lments. Billing statements (a courtesy rather than a 
requirement of FMS loan agreements) are submitted to borrowing countries 
30 - 45 days prior to payment due dates. 

F. APPROVAL OF FMS CREDIT-FINANCED PURCHASES. 

1. Fundin8 Limitation. All purchases (from either U.S. military 
departments or.S. commercial suppliers) that are to be financed from FMS 
loans must be approved in advance by the DSAA. Such approvals will be limited 
by the over~ll availability of FMS credits. DSAA policy precludes approval of 
credit financed purchases in excess of available credit funds. 

2. Credit Financing of New FMS Cases. For purchases initiated through 
the U.S. military departments, the borrower must cite FMS credit financing in 
its request for an LOA. 

3. Conversion of FMS Cases 
For FMS cre lt lnanclng 0 cases Orlglna y lssue un er cas 
undertaking terms, the purchasing country must submit requests for 
to DSAA, together with a copy of the pertinent DD Form 1513. 

G. COMMITMENT OF FMS CREDIT FUNDS. The DSAA wi 11 commit the appropri ate * 
amount of FMS loan funds to finance each approved purchase. DSAA policy 
generally requires the FMS loan funds be committed to loans in their order of 
issuance. This policy is intended to preclude the necessity for the simulta­
neous administration of multi-year programs. Exceptions to this policy must 
be justified to th~ DSAA by the borrower. 
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H. DISBURSEMENT OF FMS LOAN FUNDS. 

1. General POliC~. While the DSAA records and maintains commitments of 
FMS loan funds by speci ic loan, this commitment by specific FMS loan is used 
as a planning function and does not mean that the borrowing country must cite 
that loan when cash disbursements are required. DSAA policy generally re­
quires that disbursements for approved purchases be processed from loans in 
their order of issuance without regard to the specific loan under which the 
commitment for the sale is recorded. This policy is intended to disburse old­
est loan funds first thereby precluding the necessity for simultaneous admin­
istration of multi-year programs. Exceptions to this poi icy must be justified 
by the borrower. 

2. Ex iration of Disbursement (FFB Loan Commitment) Period. Section ** 
1.1 of FFB an 0 oan agreements see a es - - an define the 
period through which funds may be disbursed under the loan. In the case of 
FFB loans, this is called the loan commitment period. The term IIcommitm~nt 
period" in this context means the period through which the FFB is committed to 
disburse loan funds. Loan funds remaining undisbursed after the expiration 
date are lost from the borrower's use. However, if the borrowing country is 
unable to disburse all of the loan funds before the expiration date, it may 
request an extension to the expiration date via an amendment to the loan 
agreement. Requests for such an amendment must be in writing from t~e borrow-
ing country and must be submitted to the DSAA for interdepartmental coordina­
tion and processing of the amendment document. ~mendments to FFB loans 
require the signatures of the borrowing country, the FFB, and the DSAA. 
Amendments to 000 loans require the signatures of the borrowing country and 
the DSAA. 

3. Re1uests for Disbursement of Loan Funds. All requests for disburse­
ment of FMSoan funds must be submitted to the DSAA by the borrowing country 
in the letter format set forth in the applicable FMS loan agreement. Each 
request for payment of FMS loan funds to the Security Assistance Accounting 
Center (SAAC) for amounts due on FMS cases must indicate the FMS case designa­
tor(s) and the dollar amount(s) to be disbursed for each case. Procedures for 
requesting disbursements to commercial suppl iers are discussed in paragraph 
1.1. of this section. 

4. Methods of Disbursement. All disbursements from FFB loans are 
accomplished by electronic wire transfer. The FFB does not process disburse­
ments by issuance of checks. Disbursements from direct loans are accomplished 
by issuance of checks through the USAF Disbursing Office at Bolling AFB, D.C. 

5. Limitation on FFB Disbursements. Not more than one FFB disbursement 
shall be requested by the borrower in any single month, except that an advance 
of $500,000 or more may be requested at any time. 

6. Restriction on Use of FMS Loan Funds for Costs of Transporting FMS 
Credit-Financed Cargoes. 

a. When ocean transportation is used, all items purchased with FMS 
loan funds must be transported by U.S. flag vessels. (NOTE: FMS loan agree­
ment documents contain provisions for certain waivers which, if approved, 
permit shipment of up to 50% of FMS loan financed cargo on vessels of the 
borrowing country, and in certain instances such cargo may be transported on 
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vessels of a third country. Such waivers are discussed later in Section IV of 
this chapter. In no instance may FMS loan funds be used to pay cost of trans­
portation provided by a vessel of non-U.S. registry.) 

b. FMS loan funds may be used to pay air transportation costs only 
if U.S. flag aircraft are used. 

I. DIRECT COMMERCIAL PURCHASES 

1. Policies and Procedures. FMS loan financing may be used, when * 
approved by DsAA on a case-by-case basis, for the purchase of defense articles 
and services through direct commercial contracts with U.S. contractors. Gen- * 
erally, if a government-to-government transaction under FMS would be approved * 
for FMS loan financing, a similar direct commercial contract would be * 
approved. In order to insure that FMS loan funds are properly utilized, a * 
careful review of loan financed direct commercial contracts is necessary. The 
purchasing country must make a formal request to the DSAA, accompanied by a * 
copy of the contract. Upon approval of FMS loan financing, the DSAA notifies 
both t.he purchaser and the suppl ier of its approval action. A sample of the 
letters to each is at Tables 9-111-4 and 9-111-5, respectively. 

a. FMS Credit Guidelines. Currently there are specific policies ** 
and procedures in existence in the Federal Acquisition Regulation and the 
Security Assistance Management Manual which apply to government-to-government 
FMS loan financed programs. The following FMS loan guidelines establish 
similar policies and procedures for the use of FMS loans for direct commercial 
contracts between U.S. industry and foreign countries. 

(1) Purchases must be from U.S. incorporated firms licensed to 
do business in the U.S. 

(2) The items purchased must be manufactured in the U.S. and 
be composed mainly of U.S. made items, components, and services. In the event 
that the purchase of a U.S. end item consists of both U.S. and non-U.S. com­
ponents and services, only the value of the U.S. components and services will 
normally be financed. Foreign content which is an integral part of end pro­
,ducts manufactured in the U.S. may be el igible for FMS loan financing under 
certain limited circumstances. Such financing will be considered when the DOD 

. has procured or is procuring (under provisions of the FAR) the same items from 
the same foreign sources under existing multi- or bi-lateral agreements, 
Defense Industrial Cooperation (DIC) 'agreements, or because the item is not 
available from a U.S. source. Contracts should specify any non-U.S. origin 
"items, components, or services. 

(3) The total value of each contract or purchase order must be 
for $100,000 or more. Contracts or Purchase orders for 1 ess than $100,000 
will not be approved for FMS loan financing. 

(4) Loan financing is discouraged for purchases containing 
offset provisions as a condition for securing the purchase. Offset provisions 
are agreements by the seller to make investments or procurements in a country 
other than the U.S., either concurrent with or subsequent to the purchase for 
which financing is being requested. No FMS loan funds will be authorized or 
disbursed to pay for mandatory direct offsets. Mandatory direct' offsets are 
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procurements of a foreign-made component required by the foreign government as 
a condition of sale, for incorporation or installation in a U.S.-produced end 
item being sold. While FMS loan funds will not be authorized for foreign-, 
produced content resulting from mandatory direct offsets, such funding can be 
authorized for the U.S. content. 

(5) If the items or services are available from production in 
the U.S., purchases must be made from the prime manufacturer, assembler or a 
U.S.-based distributor licensed by the manufacturer who has had a longstanding 
relationship with the manufacturer and who has been provided with general 
domestic and/or international sales regions. Funding with FMS loan financing 
will not be authorized for a procurement agent, broker, import-export firm or 
other intermediary including a corporation which has been established or 
licensed for the express purpose of making a particular sale. A request for 
exception would be considered if sufficient justification is provided by the 
purchaser as to why the purchase is sought from a firm other than the manufac-' 
turer. A 1 ist of suppl iers and subcontractors for the proposed contract, 
showing names, addresses and the materiel and services to be procured by the 
intermediary must be provided as part of the justification. In such cases it' 
is assumed that the purchaser will be aware of the extent of additional cost 
or markup by the intermediary and such data can be provided, upon request. 

(6) Contracts that include contingent agent fees up to $50,000, 
may be approved for financing. DSAA will disapprove FMS loan financing for: 
commercial contracts the price of which includes sales commissions or contin-' 
gent fees which exceed $50,000. 

It is not the intent of the DSAA to determine the amount 
of commissions or fees which suppliers may pay to an agent upon consummation 
of the sales agreement, but rather it is intended to place a dollar limitation 
upon the amount of FMS loan funds which a borrowing country may use to pay 
such costs. Such commissions decrease the buying power of FMS loan funds, 
thereby reducing the advantages which borrowers may achieve from the FMS loan. 
DOD regulations have limited the amount of agents' commissions payable for FMS 
transactions. Under the DOD FAR Supplement 25.7305, sales commissions in. 
excess of $50,000 on contracts implementing FMS transactions are not allowable 
costs. 

(7) Only contracts or purchase orders with U.S. firms having' 
current or prior contracts with the Department of Defense (DOD) will be 
approved without receipt of additional information. However, it is recognized 
that U.S. contractors who do not have contracts with DOD sometimes may be most 
qualified to provide articles or services unique to country needs. Approval' 
of funding for such contracts may be granted by DSAA based on information 
provided by the purchaser to DSAA and which contain the following: 

(a) A detailed explanation of what will be provided by 
the prospective contractor that is not available from contractors having prior 
or current contracts with the DOD. 

(b) A description of the current business activities and 
past performance of the contractor relating to the prospective purchase which 
indicates the contractor's ability to meet the terms of the contract. 
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(c) Requests to finance contracts with firms that do not 
regularly sell to the DOD must be signed by the Minister or Deputy Minister of 
Defense (or a defense official designated in writing by these individuals) if 
the contracts or invoices are normally signed and processed through in-country 
channels, or by the Ambassador, the Senior Defense Attache, or Chief of 
Purchasing Mission, if the contracts are normally signed and processed through 
embassy/attache channels. 

(8) When the prospective purchase is from a contractor that 
does not regularly sell to the U.S. Government, the purchaser should set a 
commencement date for the contract that allows at least 90 days for U.S. 
Government representatives to conduct a survey of the contractor. Such a 
review and survey may be required in certain circumstances by DSAA as a 
condition for FMS loan financing of the contract. 

(9) FMS loan funds will not be approved for funding of direct 
commercial letters of credit which assure payment to the supplier upon 
presentation by the supplier of invoices and/or delivery documents. 

(10) No payments will be made to freight forwarders with FMS 
loan funds for transportation services. Rated, on-board bills of lading or 
rated air waybills may be approved for direct payments to U.S. carriers upon 
request. 

(11) FMS loan funds wi 11 not be approved for payments for 
travel, per diem, accommodations, lodging, car rental, personal expenses or 
other similar expenses of purchasing country personnel in connection with a 
di rect commerci a 1 purchase. Therefore, whi 1 e these types of costs may be 
cited in contracts submitted, they must be paid by the purchaser. If such 

. costs are included, either directly or indirectly, they must be expressly 
identified. 

, (12) Any agreement which provides for a refund, penalty, 
liquidated damages, bonding provision or other form of financial reimbursement 
to the purchaser must be structured to ensure that payment is made to the U.S. 
Government for credit to the purchasing country rather than by direct payment 
to the purchasing country. 

Such payment, when received by the U.S. Government, will 
be credited to the purchasing country·s FMS trust fund account for future use 
for purchase of U.S. defense articles and services. 

Therefore, any financial reimbursement benefitting the 
purchasing country relating to a commercial contract derived from FMS loan 
funds previously paid to the contractor must be made payable to the Treasury 
of the United States and remitted (1) directly by check to the DSAA, or (2) by 
wire transfer to the U.S. Treasury·s account. 

Checks should be made payable to IITreasury of the United 
States ll and mailed to: 

Defense Security Assistance Agency 
1400 Wilson Boulevard 
Suite 535 
Arlington VA 22209 
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The check should be accompanied by a letter of explanation 
identifying the purchasing country and the DSAA case identifier. 

Wire transfer payments should be transferred as follows: 

United States Treasury 
New York, New York 
0210-3000-4 
Treasury NYC/(5037) 
Defense Security Assistance Agency 
Refund from: (Company Name) 
for purchase made by the Government of 
under DSAA case (Identifier) ------

(13) Contracts should include all essential contract elements 
as indicated in Table 9-111-6. Complete copies of all provisions of contracts 
are required for DOD review for FMS loan funding. The purchaser must also 
submit to the DSAA for review all subsequent modifications, amendments or side 
letters/supplementary agreements which affect the contractual relationship 
between the buyer and the seller on FMS loan funded contracts. 

(14) The contractor's certification form (at Table 9-111-7) is 
required to be signed by the contractor and submitted by the purchaser to the 
DSAA when the contract is provided for funding review. The form is a revision 
of the version dated April 1985 which is now obsolete. 

(15) Generally, FMS CLSSAs are established to provide standard 
spare parts for items of U.S. origin. These agreements contemplate timely 
delivery of spare parts at a fair price. However, countries sometimes find it 
necessary to open commercial Basic Order Agreements (BOA) to provide for 
certain time sensitive items or for non-standard items. Commercial contracts 
for BOAs may be approved for FMS loan financing provided: 

(a) Standard items first are requisitioned via CLSSAs. 

(b) The commercial BOA is used for standard items only if 
the CLSSA requisition cannot satisfy the purchaser's delivery requirements. 

(c) Listings of requirements are provided with BOA 
contracts, whenever possible. 

(16) For some contracts or purchase orders, the DSAA may 
require that a DOD quality assurance verification be performed before delivery 
of the materiel to assure that the quality of the materiel is in accordance 
with contract terms, or for DOD standard items, U.S. military specifications. 
In the event that the DSAA determines that such quality assurance is required, 
the purchaser will be notified when the contract is reviewed that DOD quality 
assurance services from the Defense Logistics Agency (DLA), through the 
Defense Contract Administration Services (DCAS) office in New York, are 
required as a condition for FMS loan financing of the contract. Although the 
cost of such quality assurance services may be included in the contract, the 
purchaser wi 11 be requi red to arrange for these servi ces through an FMS 
agreement with the DCAS. 
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(17) Cargoes fi nanced with FMS loan funds are requi red to be 
shipped on U.S. flag vessels unless the DSAA or the U.S. Maritime Adminis­
tration (MARAD) has granted a general, security or non-availability waiver. 
The waivers are described in the loan agreements and may apply to either 
specific shipments or to shipments for the period of the loan. Contracts 
submitted for FMS loan financing which specify non-U.S. flag shipment may not 
be approved for financing if an appropriate U.S. cargo preference waiver has 
not been approved. Transportation costs will be approved for only those 
shipments made on U.S. flag vessels, even though a waiver may be granted, when 
the cargo is also financed with FMS loan funds. . 

(18) A down p~yment may not exceed the amount of cost incurred 
by the contractor up to the date of submi ss i on of the down payment i nvo; ce 
plus termination liability to be incurred prior to the first follow-on pay­
ment, less profit, as certified by the contractor. Follow-on payments will be 
based upon the accomplishment of specific milestones detailed in the contract 
for deliveries or·contractor costs incurred. Payment requests may be submit­
ted quarterly or 1 ess frequently. Payments incl uding the down payment \Ali 11 
not be greater than contractor's costs incurred as of the date of the invoice 
plus costs to be incurred (which include termination liability less profit) 
through the next 90 days. The contracts or purchase orders must identify the 
amount of the down payment and the follow-on payments. 

I 
I 

(1~) FMS loan financing may be used, when approved on a case­
by-case basis by DSAA, for the purchase of defense articles, defense services, 
and design and construction services from U.S. contractors on a direct commer­
cial basis. However, as indicated in the FMS Credit Agreement to which the 
U.S. Government and the foreign government are parties, the U.S. Government is 
under no obligat~on to approve any specific commercial contract for FMS 
financing. In addition to noncompliance with these guidelines, the following 
paragraph provides one instance in which a contract would not be financed. 

The Defense Security Assistance Agency is not staffed in a 
manner which would enable it to conduct independent debarment/suspension pro­
ceedings. Therefqre, with respect to approval of financing for U.S. con­
tractors, DSAA relies heavily on the experiences of other U.S. Government 
agencies which are empowered to debar/suspend contractors for cause. Con­
tracts will not be approved for U.S. suppliers which are included in the U.S. 
General Services Administration List of Debarred, Suspended, and Ineligible 
Contractors, the U.S. Commerce List of Denial Orders Currently Affecting 
Export Privileges or similar determinations in which the U.S. Department of 
State has made certain contractors ineligible to export material under the 
International Traffic in Arms Regulations. Should contracts involving such 
suppliers be submitted to DSAA, they will be returned to the prospective 
purchaser without action with the appropriate indication as to the agency 
which has initiated the action of debarment/suspension. A copy of the letter 
will be furnished to the contractor involved. The action required before such 
contracts can be considered for FMS financing is for the U.S. contractor 
involved to take appropriate administrative or legal steps to remove his 
organization from the debarment/suspension list. Such action should be taken 
directly with the Agency which has debarment responsibility. 
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(20) Pricing comparisons are being performed on a selective 
basis as part of the contract review process. When prices are discovered which 
appear to be unjustifiably excessive in comparison to DOD FMS or commercial 
prices, the purchaser will be notified. The objective is to maximize the 
benefits of limited FMS funds; however, it is recognized that certain circum­
stances, especially delivery schedules, may justify paying higher prices. 
Unjustifiably excessive prices may be cause for disapproval of FMS loan 
financing. 

(21) It is extremely important to emphasize the requirement 
that the purchaser provide prior notification to DSAA of their acquisition 
plans. The form at Table 9-111-8 should be used for this purpose. A com­
pleted form should be submitted for each requirement for which the purchaser 
anticipates making a direct commercial purchase with FMS loan funding. The 
identification of requirements should be provided as far in advance as possi­
ble (preferably 60 days) before solicitation of bids or initiation of contract 
negotiations. This will allow the DOD sufficient time to evaluate the pro­
posed acquisition and seek any required clarification prior to solicitation. 

(a) While the DSAA does not desire to delay the procure­
ment of defense materiel, early identification of prospective purchases 
through direct commercial contracts is necessary. If prior notification is 
not provided to the DSAA prior to submission of contracts, it may result in 
contract review being delayed or contracts being returned without review. 

(b) Additionally, it is highly recommended that, whenever 
possible, several U.S. manufacturers be contacted by the purchaser for solic­
itation of bids to meet its specific needs. When the purchaser has made a 
selection and a direct commercial contract is submitted to DSAA for FMS loan 
financing review, by separate letter the purchaser should identify the various 
contractors solicited as well as the basis for selection. If the contract was 
not competitive and the firm was selected on a sole source basis, the reasons 
for such selection should be provided when the contract is submitted for 
review. If this information is not provided, the contract review will be 
delayed pending verification of the use of competitive contracting. 

b. These guidelines are additive to the requirements contained in ** 
FMS loan agreements. Contracts and supporting documentation should be submit­
ted to: 

directed to: 

Defense Security Assistance Agency 
ATTN: FRCPD 
1400 Wilson Boulevard 
Suite 535 
Arlington, Virginia 22209 

Questions concerning these policies and procedures should be 

DSAA Operations Management Division 
(DSAA/OPS-E) 
The Pentagon 
Washington, D.C. 20301 
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2. Documents and Statements. Requests for payment of FMS loan funds to * 
U.S. commercial suppliers must be accompanied by certain documents/statements 
as set forth in the Annexes and Attachments to each FMS loan agreement. These 
supporting documents must be provided to the DSAA by the borrower, and not by 
the commercial supplier. 

J. OFFSHORE PROCUREMENT (OSP). 

1. Statutort Requirement. Section 42(c) of the AECA provides that 
"funds made availa le under this AECA may be used for procurement outside the 
United States only if the President determines that such procurement will not 
result in adverse effects upon the economy of the United States or the indus­
trial mobilization base, with special reference to any areas of labor surplus 
or to the net position of the United States in its balance of payments with 
the rest of the world, which outweigh the economic or other advantages;to the 
United States of 1 ess costly procurement outsi de the United States. II 

2. OSP Determinations. The authority for issuance of OSP determina­
tions has been delegated to the Director of DSAA with concurrence of the 
Departments of State and Treasury. The granting of such determinations has 
historically been infrequent. 

K. REPAYMENTS OF FMS LOANS. 

1. Paxment Due Dates. Repayments on FMS loans are due on or before the 
dates spec;fled ;n the promissory notes and are repeated in both the FFB and 
the DSAA billing statements. -

2. Extensions. Repayments falling due on a Saturday, Sunday, holiday 
or other day on which the Federal Reserve Bank (FRB) of New York is not open 
for business, shall be made on the first business day thereafter. Such 
extension of time is included in computing interest in connection with such 
payment, but excluded from the next interest period. 

3. Late Repayments. If the borrower fails to make a repayment when 
due, the amount payable ;s the overdue installment of principal or interest, 
plus interest thereon at the rate specified in the promissory note from the 
due date to the date of actual payment. 

4. Repayments Overdue One Year or More. Overdue repayments which 
continue in arrears for one year or more are subject to the sanctions of the 
"Brooke Amendment" which is an integral part of each recent foreign assistance 
appropriation act and related programs app~opriations act and continuing 
resolution. The Amendment states: 

No part of any appropriation contained in this Act shall be used to 
furnish assistance to any country which is in default during a 
period in excess of one calendar year in payment to the United 
States of principal or interest on any loan made to such country by 
the United States pursuant to a program for which funds are appro-
priated under this Act. : 

Although the provision specifically states only USG foreign aid funds which 
are appropriated, are affected, Section 24(c) AECA has the practical effect of 
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making the Brooke Amendment applicable to FMS guarantied loans as well. Con­
sequently, Brooke Amendment sanctions are activated by arrearages of more than 
a year on either aid-financed or FMS-financed loans (direct and guaranteed). 
Once invoked, the restrictions apply to most U.S.-funded foreign aid programs 
(economic and military). 

a. In programmatic terms, the Brooke Amendment is applied as 
foll ows: 

(1) FMS financing: 

(a) New loan agreements or guaranties are not issued. 

(b) Uncommitted loan balances are not committed by 
approval of new purchase arrangements. 

(2) Unobligated MAP funds are not approved for FMS purchases. 

(3) IMET: 

(a) Students are not allowed to enter new courses, 
including sequential courses. 

(b) MTTs are not dispatched or extended. 

(c) Training aids are not issued from supply or placed on 
contract by the supplying agency. 

b. While it is clear from the preceding paragraph that the full 
impact of the Brooke Amendment fa 11 s on the MAP, FMS credit, and IMET pro­
grams, it is important to note that cash purchases under the FMS program are 
not subject to Brooke restrictions. For example, monies paid by an FMS custom­
er can be used to sustain existing FMS credit-financed cases when available 
credits cannot be committed. In addition, new FMS cases financed with nation­
al funds are not prohibited. However, in most instances, we would prefer that 
a country under the Brooke Amendment use its available cash to eliminate the 
arrearage rather than undertake new programs. As a final note on the trust 
fund activity, FMS financing or MAP monies transferred to the country trust 
fund account before the imposition of Brooke are not subject to Brooke 
sanctions and remain available to pay for FMS cases. 

5. DSAA Rol e as Guarantor of FFB Loans. Overdue repaymnents on FFB 
(guaranteed) loans which remain unpaid ten days after the payment due-date are 
paid by the DSAA from its Guaranty Reserve Fund. This action does not in any 
way relieve the borrowing country from its obligation to repay--interest 
cO'ntinuesto accrue on the overdue amount until the repayment is received from 
the borrowing country. 
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TABLE 9-III-l 

DOD GUARANTEED LOAN AGREEMENT 
ISSUED BY THE FEDERAL FINANCING BANK 

LOAN AGREEMENT 

DOD 5105.38-M 

LOAN AGREEMENT made and entered into as of the day of ~between 
the ("Borrower") and the Federal Fi nancing Bank {"FFB" )-.--

WHEREAS, The Borrower desires to enter into purchase contracts ("Purchase 
Arrangements ") with Mil itary Departments and Agencies of the United States 
Department of Defense (IDoD"), various United States commercial suppliers, or 
both of them for the purchase of defense articles and defense services of 
United States Origin (with regard to articles and services financed hereunder, 
hereinafter collectively referred to as "Defense Items"); and 

WHEREAS, the Borrower has requested a loan from the FFB to fi nance 
payments required ito be made by the Borrower under the Purchase Arrangements; 
and ! 

WHEREAS, it h1as been determined by the Defense Security Assistance Agency 
("DSAA") of the 000 that the aforesaid requested loan wi 11 faci 1 itate the 
purposes of the Arms Export Control Act, as amended ("AECA"). 

NOW, THEREFORE, in consideration of the premises and of the mutual 
covenants hereinafter set forth, the parties hereto agree as follows: 

SECTION 1. COMMITMENT 

1.1 Subject to the terms and conditions of this Loan Agreement ("Agree_ 
ment"), the FFB agrees to make advances to the Borrower from time to time the 
date of this Agree'ment to and including in an aggregate principal amount 
not to exceed : (U.S. $), the obligation of the FFB under this section 
being hereinafter :called the "Commitment". 

1.2 The Commitment shall be used only to procure Defense Items purchased 
under Purchase Arrangements approved by the DSAA for this purpose. The 
current DSAA proc~dures for obtaining this'approval are, without being incor­
porated herein, attached hereto as Exhibit A. 

1.3 Before requesting any advance hereunder, the Borrower shall execute 
and deliver to the FFB a promissory note ("Note") substantially in the form 
attached hereto as Annex I. 

1.4 (a) Each advance hereunder shall be made upon the delivery to the 
FFB of a letter nequest from the Borrower, and a certificate from the DSAA 
approving the req~ested advance. The letter request and certificate shall be 
in the form set forth in Annex II and shall be delivered to the FFB not less 
than four business days before the Disbursement Date. The current DSAA 
procedures for obtaining this certificate are, without being incorporated 
herein, attached hereto as Exhibit B. 

TABLE 9-111-1. bob Guaranteed Loan Agreement Issued by the FFB. 
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(b) Not more than one advance shall be requested in any single 
month, except that an advance of $500,000 or more may be requested at any 
time. 

(c) Each letter request shall state the amount of the advance, and 
the date the advance is to be made ("Disbursement Date"L If, because the 
letter request was not timely delivered, the FFB is unable to make an advance 
on the Disbursement Date, it may, unless notified otherwise by the Borrower, 
make the advance as soon as possible thereafter. 

SECTION 2. REPAYMENT AND ASSIGNABILITY. 

2.1 (a) The Borrower hereby agrees to repay the principal of the ad­
vances made under this Agreement semi-annually in accordance with the repay­
ment schedule set forth in the Note ("Schedule ll

), and to pay interest on such 
principal as provided in the Note. All payments of principal and interest 
shall be made in immediately available funds of lawful money of the United 
States of America, at the Federal Reserve Bank of New York, as provided in 
Annex II hereof. 

(b) If on any installment date in the Schedule the Borrower shall 
not have availed itself of the Commitment in an aggregate amount (less repay­
ments previously made) equal to the principal which is repayable on such date, 
the Borrower shall, on such installment date, repay the aggregate amount (less 
repayments previously made) to which it has availed itself of the Commitment, 
plus accrued interest thereon. If thereafter the Borrower shall avail itself 
of the Commitment in an amount which would have been payable on a prior 
installment date but for the provisions of the immediately preceding sentence, 
such amount, plus accrued interest thereon, shall be repayable on the next 
succeeding installment date and the scheduled principal repayable on that date 
shall be increased by such amount. 

(c) If by the final date specified in Section 1.1 hereof the Borrow­
er has not availed itself of the entire amount of the Commitment, the install~ 
ments of principal in the Schedule shall be reduced in the inverse order of 
the maturity thereof to the extent of the unused balance of the Commitment. 

2.2 Whenever any payment under the Note shall be due on a Saturday, 
Sunday, or day on which the FFB of the Federal Reserve Bank of New York are 
not open for business, such payment shall be made on the first day thereafter 
on which the FFB and the Federal Reserve Bank of New York are open for busi­
ness, and such extension of time shall be included in computing interest in 
connection with such payment, but excluded from the next interest period. 

2.3 If the Borrower fails to make payment when and as due of any in­
stallment of principal or interest under the Note, the amount payable shall be 
the overdue installment of principal or interest, plus interest thereon at the 
rate specified in the Note, from the due date to the date of payment. If the 
Borrower1s failure to pay such installment or any part thereof continues for 
sixty days, the Borrower shall pay an additional charge of 4% per annum on 

TABLE 9-111-1. (Continued) 
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such installment or part thereof for each day thereafter until payment is 
made. 

2.4 The FFB may sell or assign the Note at any time, in whole or in 
part. However, if the FFB intends to sell or assign the Note or any part 
thereof the any enti ty other than an agency of the United States, the FFB 
shall give the Borrower written notice thereof not less than fifteen days 
prior to the date of the intended sale or assignment; in that event, the 
Borrower shall have the option, to be exercised by giving written notice to 
the FFB at least five days prior to the intended sale or assignment, to 
purchase the entire Note on such terms and c;:onditions as are established by 
the FFB. 

SECTION 3. REPRESENTATIONS AND WARRANTIES. 

The FFB has entered into this Agreement and will make the loan provided 
for herein on the basis of the following representations and warranties of the 
Borrower: 

(a) The Borrower has full power, authority and legal right to incur 
the indebtedness contemplated in this Agreement on the terms and conditions 
contained herein, and to execute, deliver and perform this Agreement and the 
Note. I 

i 

(b) The iexecution, delivery and performance of this Agreement and 
the Note will not 'violate any provisions of, and have been duly and validly 
authorized under, the laws of the Borrower, and all actions necessary to 
authorize the borrowings hereunder and the execution, delivery and performance 
of this Agreement and the Note have been duly taken. 

(c) This Agreement has been, and the Note when issued will be, duly 
executed and delivered by persons duly authorized, and this Agreement consti­
tutes, and the Note when issued will constitute, the valid, legal and binding 
obligation of the Borrower, enforceable in accordance with their respective 
terms. 

SECTION 4. . CONDITIONS OF LENDING. 

4.1 The obligation of the FFB to make the initial advance hereunder is 
subject to the conditions precedent that, prior to the first disbursement, it 
shall have received, satisfactory to it in form an substance: 

(a) The guaranty of the United States ("Guaranty"), executed by 000, 
guaranteeing the FFB against all political and credit risks of nonpayment of 
the obligation of the Borrower to the FFB hereunder; 

(b) An opinion of the General Counsel of 000, or the designee of the 
Genera 1 Counsel acceptable to the FFB, to the effect that (i) 000 has full 
power, authority and legal right to execute, deliver and perform the Guaranty, 
(ii) the Guaranty has been executed in accordance with the provisions of the 
Act and 000 has not, in issuing the Guaranty, exceeded the maximum amount of 
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guaranties authorized to be issued under the Act, (iii) the Guaranty has been 
duly executed and delivered by a duly authorized representative of 000, and 
(iv) the Guaranty constitutes the valid, legal and binding obligation of the 
United States, enforceable in accordance with the terms thereof and backed by 
the full faith and credit of the United States; 

(c) Evidence of the authority of each person who (i) signed this 
Agreement on behalf of the Borrower, (ii) signed the Note, and (iii) will sign 
on behalf of the Borrower, any noti ces, requests for advances, or other 
documents contemplated by this Agreement; and 

(d) The Note executed by the duly authorized representative of the 
Borrower. 

4.2 The obligation of the FFB to make any advance hereunder is subject 
to the further conditions precedent that: 

(a) No event of default within the meaning of Section 6 hereof 
shall have occurred. 

(b) The FFB shall have received a letter request executed by the 
duly authorized representative of the Borrower and certified by the DSAAin 
the form specified in Annex II. 

(c) All legal matters incident to the Guaranty, the Note, and this 
Agreement shall be satisfactory to the Counsel of the FFB. 

SECTION 5 • COVENANTS. 

The Borrower covenants and agrees that from the date of this Agreement 
and so long as any amounts remain unpaid on the note or otherwise under this 
Agreement: 

(a) All payments of principal and interest on the Note and other. 
fees and expenses shall be made free and clear of, and without deduction for, 
any taxes, levies, duties, fees, charges, deductions, withholdings, restric­
tions or conditions of any nature whatsoever now or hereafter imposed, levied, 
collected or assessed with respect thereto, by or with request to the Borrower 
or any authority thereof or therein; 

(b) Any claim which it may not or hereafter have against any person, 
corporate or other enti ty (i ncl uding without 1 imitati on, the United States, 
000, the FFB, any assignee of the FFB, and any supplier of Defense Items in 
connection with any transaction, for any reason whatsoever, shall not affect 
the obligation of the Borrower to make the payments required to be made to the 
FFB ~nder this Agreement or the Note, and shall not be asserted as a defense 
to the payment of such obligation or as a setoff, counterclaim, or deduction 
against such payments; 

(c) It will pay all taxes, now or hereafter in effect, imposed with 
respect to this Agreement or the Note by any government other than the Govern­
ment of the United States of America and will save and hold harmless any 
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holder of the Not~ from all .losses or liabilities resulting from any delaY,or 
omission to pay such taxes; and 

(d) Any legal action or proceeding against it by the FFB with 
·respect to this Agreement or the Note may be brought in the Superior Court of 
the District of Columbia or in the courts of the Borrower, as the FFB may 
elect, and by execution and delivery of this Agreement, the Borrower submits 
'to each jurisdiction. In the case of the Superior Court of the District of 
:Columbia or of the United States District Court for the District of Columbia, 
the Borrower consents to the service of process out of said courts by mailing 
copies of such process by registered United States mail, postage prepaid, to 
it at its address set forth in Section 8.2(a) hereof. 

SECTION 6. DEFAULTS. 

6.1 A condition of default shall .exist upon the occurrence of any of the 
following events 9f default: 

. (a) If the Borrower fails for a period of ten calendar days to make 
_any payment of principal or interest on the Note when due; 

(b) It' a default shall have occurred on any other loan to the 
Borrower by the DSAA, a holder of the Note, or the United States of America or 
any agency thereof; 

(c) If ~ny representation or warranty made by the Borrower herein or 
.inany certificatiion of the Borrower required herein proves to be at any time 
incorrect in any ~aterial respect; --

, 
(d) If :(i) the Borrower defaults in the performance of any of the 

provisions in Section 1, 2 or 7 hereof, and (ii) such default shall continue 
unremedied for thirty calendar days after written notice thereof shall have 
been given by thelDSAA to the Borrower; or 

i 

(e) If !the Borrower defaults in the performance of any other pro­
visionS in this IAgreement and such default shall continue unremedied for 

. thirty calendar days ·after written notice thereof shall have been given to the 
Borrower. I 

I 
6.2 Upon ea:ch and any such event, the holder of the Note may dec 1 are 

,'immediately due and payable the unpaid principal and accrued interest on the 
Note and any othbr note or other indebtedness of the Borrower hel d by the 
holder of the Note and thereupon such amount shall become immediately due and 
payable without p~otest, presentment, notice or other demand of any kind, all 
of which are hereby expressly waived by the Borrower, and if such event occurs 
before the full amount of the Loan Proceeds has been disbursed or before any 
other. loan commitment of the holder of the Note to the Borrower has been 
fulfilled, the holder of the Note may terminate or suspend such commitments. 
The Borrower shall pay all costs and expenses, including attorney fees in­
curred in the collection of amo~nts due hereunder after default. 
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SECTION 7. TRANSPORTATION. 

7.1 All Defense Items to be transported from the United States by ocean 
vessel shall be transported in vessels of United States registry unless a 
waiver is obtained from DSAA or the Maritime Administration, U.S. Department 
of Transportation ("MARAD"). The current DSAA and MARAD procedures for 
obtaining a waiver are, without being incorporated herein, attached hereto as 
Exhibit C. In each instance where a supplier will arrange ocean transporta­
tion for Defense Items being purchased, the Borrower shall give written notice 
of this requirement to the supplier: (a) for Purchase Arrangements already 
entered into, within ten days of the date hereof, and (b) for Purchase Ar­
rangements hereafter entered into, on the date the Purchase Arrangement is 
consummated. 

7.2 The Borrower shall provide the following information to the Direc­
tor, Offi ce of Market Development, MARAD, with respect to any ocean or air 
shipments of Defense Items from the United States: (a) FMS Case Identifier, 
(b) FAS value of cargo, (c) supplier, (d) freight forwarder, (e) freight cost, 
(f) name of vessel or airline, (g) vessel/aircraft flag of registry, (h) date 
of loading, (i) port or place of loading, (j) port or place of final dis­
charge, (k) cargo description, (1) gross weight of cargo, and (m) cubic 
measurement of cargo. This information shall be provided as soon as possible 
and in any event not later than 90 days from the date of shipment, and shall 
contain a reference to this Agreement. 

7.3 Advances hereunder may be used to pay ocean or ai r freight costs 
only when the articles being transported are Defense Items being carried on 
vessels or aircraft of United States Registry. 

SECTION 8. MISCELLANEOUS. 

8.1 Upon the execution of this Agreement, the Borrower shall pay DSAA $ 
in payment of the fee charged by DoD with respect to the Guaranty. 

8.2 No omission or delay on the part of the FFB in exercising any right 
hereunder shall operate as a waiver of such right or any other right hereun­
der. The rights and remedies prescribed herein are cumulative and not in 
limitation of or substitution for other rights or remedies of the FFB. 

8.3 Any notice, demand or other communication hereunder shall be deemed 
to have been given if in writing and actually delivered at the addresses shown 
below: 

(a) In the case of the Borrower to: 

(b) In the case of MARAD: 
Director, Office of Market Development Maritime Administration 
U.S. Department of Transportation Washington, D.C. 20590 
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(c) In the case of the FFB to: 

Secretary, 
Federal Financing Bank 
Main Treasury Building 
Washington, D.C. 20220 

or to such other addresses as may be specified in writing. 

DOD 5105.38-M 

8.4 This Agreement and the Note shall be construed and interpreted in 
accordance wi th the 1 aws of the United States of Ameri ca, and if none is 
applicable, with those of the District of Columbia, United States of America. 

8.5 This Agreement shall be binding upon and inure to the benefit of the 
Borrower and the FFB and their respective successors and assigns, except that 
the Borrower may not ass i gn i.ts ri ghts hereunder wi thout the pri or written 
consent of the FFB • All agreements, convenants, representati ons and war­
ranties made herein shall survive the delivery of the Note and the making of 
the advances hereunder. 

8.6 This Agreement may be executed in any number of counterparts, each 
of whi ch when so executed and deli vered sha 11 be an ori gi na 1, but a 11 the 
counterparts shall together constitute a single instrument. Annexes I and II 
attached hereto are, by this reference, made a part of this Agreement. 

8.7 All notices, demands, or other communications given under this 
Agreement, unless submitted in the English language, shall be accompanied by 
an English translation and such translation shall govern. 

8.8 In case one of more of the provisions contained in this Agreement or 
the Note should be invalid, illegal or unenforceable in any respect, the 

'validity, legality and enforceability of the remaining provisions contained 
herein or therein shall not in any way be affected or impaired'. 

IN 'WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed by their'duly authorized officers and representatives on the day and 
year first above written. 

GOVERNMENT OF 

BY 

FEDERAL FINANCING BANK 

BY 
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ANNEX I 

PROMISSORY NOTE 
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FOR VALUE RECEIVED, THE GOVERNMENT OF C'Borrower ll
) hereby 

promises to pay to the Federal Financing Bank (iiFFBii) such sums as shall be 
advanced by the FFB hereunder. The FFB shall not be obliged to advance more 
than dollars (U.S. $) not to make any advance after ____ _ 

Advances shall bear interest payable on and of each 
year, commencing , on the unpaid principal balance of each 
advance from time to time outstanding. A separate interest rate shall be 
establ ished for each advance at the time thereof by the Secretary of the 
Treasury pursuant to Section 6(b) of the Federal Financing Bank Act of 1973. 
After all advances under this Note have been made, the FFB sha 11 estab 1 i sha 
single equivalent interest rate for application against all principal out­
standing thereafter, in lieu of the several separate rates. Interest shall be 
calculated on the basis of a year of 365 days and the actual number of days 
elapsed. The total amount of advances hereunder sha 11 be repaid, without 
right of prepayment, in accordance with the Schedule on the reverse side of 
this Note. 

All payments of principal shall be endorsed by the FFB or its assigns on 
the reverse side of this Note. Both principal and interest shall be paid in 
lawful money of the United States in immediately available funds at the 
Federal Reserve Bank of New York. 

This Note is issued pursuant to the Loan Agreement dated between 
the Borrower and the FFB, and ; s subject to the terms and entitl ed to the 
benefits of that agreement. 

GOVERNMENT OF 

Date: .;..,Byr.....-__________ ( SEAL) 
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PRINCIPAL REPAYMENT SCHEDULE 

FFB NOTE: 

The first $ 
The next $ 

" 
" 

.The last $ 

FMS-

will be repaid on 
" 
" 

will e repaid on 
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First 
Paragraph 

Second 
Paragraph 

ANNEX ·1 I 

FORM OF LETTER REQUEST FOR ADVANCE OF FUNDS 

Secretary, 
Federal Financing 
c/o United States 
Washington, D.C. 

Dear Sir: 

Bank 
Department of the Treasury 
20220 

DOD 5105.38-M 

An advance of is ,requested pursuant to 
the terms of the Loan Agreement of between the Gov-
ernment of and the Federal Financing Bank ("Agree­
ment ll and "Bankh respectively). The Disbursement Date of the 
advance shall be 198 • 

(Use the appropriate combination of the follpwing examples 
to express the desired distribution of the advance. Some 
changes may be required in order to reflect specific needs.) 

For use where payment is to be made to the U.S. Department of Defense: 

The' Government of hereby directs the Bank 
to transfer thi s advance to the account of the United States 
Department of Defense as may be required to meet obligations on 
the following FMS Cases: 

FMS Case 

1. 
2. 
3., etc. 

Militar~ Department 
(Army, avy or Air 
Force) 

Amount U.S. $ 

For use when payment is to be made to a commercial supplier by FFB wire 
transfer of funds directly to payee's bank: 

The Government of hereby directs the 
Bank to transmit $ of the advance to (Name of U.S. 
Corporation) by direct wire transfer to the (Name and full 
address of u.S. bank to which advance is to be sent) for credit 
to Account No. of that corporation. (Also add 
any desired notification instructions.) 
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For use when pa.,Yment is to be made to a commercial supplier by the U.S. 
Department of Defense su6sesuent to the transfer of funds from FFB to a trust 
fund account with the U.s. ITefense security Assistance Agency: 

The Government of hereby directs the Bank 
to transfer $ of the advance to Trust Fund Account No. 

administrated by the U.S. Department of Defense 
~f~or~tTh-e-p-u-r-pose of making .payments to U.S. Commercial vendors 
on behalf of this Government. 

Very truly yours, 

GOVERNMENT OF _____ _ 

BY 
(Name and Title Typed) 

TABLE 9-111-1. (Continued) 

9-28 Change No.6, 1 Ma.rch 1986 



Secretary, 
Federal Financing Bank 

DSAA CERTIFICATION APPROVING 
REQUEST FOR ADVANCE OF 

FONDS 

DOD 5105.38-M 

c/o United States Department 
of the Treasury 

Washington, D.C. 20220 

Dear Sir: 

Pursuant to Section 1.4 of the Loan Agreement dated between 
the Government of and the Federal Financing Bank ("Agreement ll

, 

II Borrowerll , and IIBank" respectively), the Defense Security Assistance Agency 
(IIDSAAII) hereby approves the request for advance in the attached 1 etter 
dated from the Borrower, and certifies to the Bank that the 
Borrower has complied and is complying with all of the provisions of Sections 
1.2 and 7 of the Agreement. In consideration of the making of the advance 
approved hereby, DSAA agrees to monitor the Borrower's compliance with 
Sections 1.2 and 7 of the Agreement and to notify the Bank immediately in the 
event that the Borrower fails to comply with any of the provisions of these 
sections. 

Sincerely yours, 

Defense Security Assistance 
Agency 
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REPAYMENT PROCEDURES 

All repayments shall be in immediately available U.S. dollars at the New 
York Federal Reserve Bank, New York, New York, on the day payment is due. To 
this end, payment shall be made by either of the following methods. 

The New York Federal Reserve Bank maintains accounts for many foreign 
centra 1 banks. The Borrower may make payment by ~ di rect tra.nsfer from its 
central bank {or a central bank being util ized by it for that purpose} to the 

·New York Federal Reserve Bank. In effecting the transfer, the central bank 
·should use the exact credit information provided in the following paragraph 
and indicate to the· New York Federal Reserve Bank that the funds are for 
-credit to the United States Treasury, for credit to the account of the Federal 
Financing Bank. ' 

The other method of payment is the use of the Federa 1 Reserve wi re 
payment system ("Fedwire")--a system for making instantaneous transfers of 
funds between U.S. banks~ If this system is used, the Borrower should in­
struct its 1 oca 1 U. S. bank to transfer the funds to the New York Federal 
Reserve Bank by Fedwire on the payment date and to include in the wire the 
following credit information: 

United States Treasury 
New York, New York 
021030004 
TREAS NYC/(20180006) 
For credit to the Federal Financing Bank 
Treasury Annex No. 1 
Washington, D.C. 20226 

This information must be exactly in this form (including spacing between 
words or numbers) to insure timely receipt by the Federal Finan~ing Bank. 

Checks, drafts, and other orders for payment will not be accepted since 
they require collection and therefore do not constitute immediately available 
funds to the Federal Financing Bank. 
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1. General. 
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PROCEDURES FOR OBTAINING 
DSAA APPROVAL FOR CREDIT 

FUNDING OF PURCHASE ARRANGEMENTS 
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EXHIB IT A 

The Defense Security Assistance Agency, Office of the Comptroller ("DSAA 
Comptroller ll

), is responsible for approving Purchase Arrangements ("case") for 
credit funding when U.S. Government financing is to be utilized. In reviewing 
requests for advances of funds, the DSAA Comptroller is' guided by a general 
list of defense articles and defense services (referred to as Justification 
List) approved by the U.S. Department of State, and. by U.S. Government policy 
pertaining to the sale of defense articles and services. Each purchase the 
Borrower wishes to fund under this loan must be approved by the DSAA Comptrol-
1 ere 

2. Purchases from Military Departments. . " 

a. Th~ U.S. Military Departments effect Foreign Military Sales ("FMS") 
by means of the Letter of Offer and Acceptance ("LOA"), Department of Defense 
Form 1513. Each LOA then becomes a case and is identified by a three digit 
alphabetic code referred to as ("case identifier"). If a Borrower desires to 
fund a case from this loan, it must so inform the Military Department prior to 
the issuance of the LOA. In turn, the Military Department will submit the LOA 
to the DSAA Comptroller for approval. 

b. When the Borrower wishes to use this loan to pay amounts due under an 
FMS case which has already been established as a "cash" or "dependable under­
taking" case, the Borrower must ask the pertinent Mil itary Department to 
convert all or part of that case from cash to credit funding. The Military 
Department must also submit the case to the DSAA Comptroller for review lnd 
approval before the requested change in funding will be made. 

c. For each case it approves for financing from this loan the DSAA 
Comptroller will reserve enough funds from the uncommitted loan balance to 
cover the entire estimated cost of the case, or, as the situation may be, that 
part Of the case requested for credit funding. The portion of the loan so 
reserved then will be available only for such payments. Payments, either for 
del iveHes of materiel or progress payments, from advances requested by the 
Borrower, will be made by the DSAA Comptroller against the amount committed 
for that purpose. 

3. Purchases From Commercial Firms. 

a. This loan may be used to finance procurement from U.S. Commercial 
Suppliers, provided such financing has been authorized by the DSAA. In order 
that DSAA may advise a Borrower whether it will approve use of this loan to 
finance a purchase, the Borrower must provide a copy of the contract or pro 
forma purchase order to the DSAA Comptroller for its review, preferably before 
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the Borrower obligates itself to a purchase which it desires to be financed 
from this loan. 

b. In addition to the approval mentioned above, the DSAA, at the time 
it certifies requests for advances (disbursements) of funds pursuant to Annex 
II, also will require from the Borrower properly executed invoices, bills­
of-lading, and statements as may be applicable and substantially in the 
formats shown in paragraph 4 of Exhibit B (DSAA Requirements for Documentation 
to Support Requests for Advances). ' 

c. For each commercial Purchase Arrangement approved, the DSAA Comp­
troller will identify it as a case and will provide to the Borrower a Purchase 
'Arrangement Authorization letter in the form of the Attachment to this Exhib­
it. This letter will provide the case identifier assigned to the case. For 
each case it approves for financing from this loan, the DSAA Comptroller will 
reserve a suffi c i ent amount of funds from the uncommitted loan ba 1 ance to 
cover the estimated cost of the contract or purchase order, or, as the situa­
tion may be, that part of the contract or purchase order requested for credit 
funding. The portion of the loan so reserved then will be available only for 
such payments. Payments for deliveries, progress or advance payments, will be 
authorized by the DSAA Comptroller against the reserved portion of the credit. 

d. The DSAA Comptroller will also provide a letter to the commercial 
firm indicating DSAA approval of the Purchase Arrangement, and inform it of 
certain provisions of Sections 1.1, 1.2, 1.4, 6, and 7.3 of the Loan Agree­
ment. 
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PURCHASE ARRANGEMENT AUTHORIZATION 

Dear Si r: 
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ATTACHMENT TO 
EXHIBIT A 

Pursuant to the prOV1Slons of Section 1.2 of the Loan Agreement between 
your Government and the Federal Financing Bank, and in response to your recent 
request, the following Purchase Arrangement is hereby authorized: 

Supplier 

Funds Reserved 
for this 

Contract/Purchase 

Sincerely, 

Case Identifier 
Assigned to 

This Purchase 

(bsAA Comptroller's Office) 
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DOCUMENTATION TO SUPPORT 

REQUESTS FOR ADVANCES 
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EXHIBIT B 

1. This Exhibit describes the documents which the Borrower must furnish to 
the DSAA Comptroller in support of letter requests for advances. 

2. Whenever the Borrower desires funds from the FFB, its representative{s), 
,as designated per Section 4.l(c) of the Loan Agreement, shall forward the 
written request (in duplicate), prepared in accordance with Annex II of the 
Agreement, to the,Office of the Comptroller, DSAA, The Pentagon, Washington, 
D.C. 20301, not less than 18 working days before the desired disbursement 
date. 

3. With each request for an advance, the Borrower wi 11 provi de a 1 etter 
addressed to the Director, Defense Security Assistance Agency, substantially 
in the format as follows: 

Dear Sir: 

In accordance: with the provlslons of Section 1.4 of our Loan Agree­
mentwith th~ Federal Financing Bank dated (date) ,the Govern-
ment of hereby requests DsAA approval for an 
advance of (amount) from that loan. 

The Governmeht of acknowledges that all 
materiel financed from this loan which ;s to be shipped by ocean 
surface transportation must be transported in privately owned 
vessels of United States registry unless a waiver is obtained in 
accordance with Section 7 of the Loan Agreement. In furtherance of 
this requirem~nt, the suppliers of the materiel being financed with 
this advance 'were so notified and given appropriate shipping in­
structions. 

In connection,withthis request, the Government of 
also confirms that: [Select the proper clause from ~t~h-e~f~0~'~'-ow-1P'n-g-.~J--

the services and/or items for which payment is 
requested have been satisfactorily delivered 

I 

or 

the advance payment requested is in accordance 
with requirements of the contract 

or 

the progress payment requested is in accordance 
with requirements of the contract 
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and that payment is therefore due under the Purchase Arrangement 
(Contract Number/Case Identifier) with the (Supplier) 

Sincerely, 

GOVERNMENT OF -------------------
BY 

------~(~Na-m-e--a-n~d-T~i~t~l-e~)---------

4. Whenever funds from this loan are to be used to tat a commercial suppli­
er, the Borrower shall also provide invoices, 6ills-o - ading, and statements 
Tn support of the letter request for an advance, as follows: 

a. An invoice, which has been prepared in a~cordance with the relevant 
provisions of the Purchase Arrangement between the Borrower and the Commercial 
Supplier, covering the Materiel and services for which payment is to be 
received from this advance. The invoice should, as a minimum (1) list items 
for which payment is requested; (2) reflect the amount and date payment is 
due; (3) indicate by separate entry the amount included in the invoice for 
transportation and related costs; and (4) if transportation is invoiced for 
del ivery of materiel to a port outside the Uni ted States, state the name of 
the carrier(s) of the materiel from the U.S. Port of Embarkation. 

b. A copy of each Bill-of-Lading (rated, "on-board" bill-of-lading) 
connected with the invoice. If an invoice has no cost entry for transpor­
tation from a United States port of embarkation the suppl ier will include a 
certification with the invoice as follows: 

The (Commercial Supplier) acknowledges that 
United States Government funds are being used by the (Borrower) 
to finance the materiel included in this invoice and certifies that 
no charges of any nature are included for transportation from a 
United States port of embarkation. 

(Commercia Supplier) 

c. Before DSAA authorizes the use of this loan to finance any purchase 
from a Commercial Supplier, the Borrower must provide two statements, signed 
by the Commercial Supplier, and substantially in the following format:-

1. The (Commercial Supplier) agrees that auth-
orized representatives Of the Government of the United States shall 
have access to and the right to examine any directly related books, 
documents, papers, or records which involve transactions relating to 
this sale for a period of three years immediately following the 
receipt of final payment therefor. The (Commercial Supplier) 
confirms that the materiel for which payment is requested are United 
States source end products. 
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2. The (Commercial SutPlier) hereby confirms 
that the contract price includes sa es commissions and contingent 
fees in the aggregate amount of $ (Amount) 

(Commercia Supplier) 

or. 

The: (Commercial Supplier) hereby confirms 
that no sales commissions or contingent fees are included in the 
contract price. 

(Commercia Supplier) 

d. If a Comm~rcial Supplier requires payment in advance for work yet to 
be performed, as distinguished from payment for delivery of defense items or 
reimbursement in the form of progress payments for work or services performed, 
the Borrower must include a statement signed by the Commercial Suppl ier and 
substantially in the format as follows: 

The (Commercial Suppl ier) agrees to maintain the full 
amount of this advance payment in a segregated account and apply the 
funds solely to the performance of obligations under this contract. 

I 

5. Whenever funds ~rom this loan are to be used to a 
the orrower s a a so prOVl e an lnVOlce uarter y 1 lng ta emen 
Form 645). Only when an initial payment ("Downpayment") is required by a LOA 
approved for credit funding will be DSAA Comptroller use such LOA as a basis 
for making payments. 

6. Whenever funds from this loan are to be used to pa the Defense Pro ert 
Disposa erVlce , t e orrower can use a copy 0 
the DPDS in support of the request for an advance. Since the DPDS normally 
requ; res payment with a Borrower I s acceptance of a LOA, the DSAA Comptroller 
will make payment directly to the DPDS for LOAs it approves for financing from 
this loan. 
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EXHIBIT C 

PROCEDURES FOR OBTAINING OCEAN TRANSPORTATION WAIVERS 

1. This Exhibit outlines the procedures for obtaining a waiver of the re­
qui rement that Defense Items be transported in privately owned vessel s of 
United States registry. 

2. If a waiver of the requirement for shipping materiel in ocean vessels of 
U.S. registry is necessary, the Borrower should request such waiver from 
either the Director, Defense Security Assistance Agency, Room 4E837, The 
Pentagon, Department of Defense, Washington, D.C. 20301, or the Director, 
Office of Market Development, Maritime Administration, U.S. Department of 
Transportation, Washington, D.C. 20590, as directed in paragraphs 3-5 below. 
Requests for waivers are categorized as: (a) general; (b) non-availability; 
and (c) security. A description of these waivers and the procedures co~nected 
with each follow. 

3. General Waivers. 

a. Consideration will be given to, waiver applications to authorize ocean 
vessels flying the flag of the Borrower to participate in the transportation 
of cargo generated under the Agreement provided the Borrower does not'discrim­
inate against United States flag vessels in the carr:iage of the exports or 
imports of the Borrower. Approval may be granted for the Borrower ' s flag 
vessels to carry up to, but not in excess of 50 percent of the cargo under the 
Agreement. Ocean freight revenue is the main criterion for determining the 
flag participation but cargo valuation shall also be taken into consideration. 
Accordingly, throughout the life of the Agreement, U.S. flag vessels shall not 
receive less than 50% of the cargo valuation and ocean freight revenue insofar 
as practicable. 

b. Applications for general waiver should be submitted as soon as 
practicable after determination has been made to use the Borrower's flag 
vessels but at least twenty-one (21) days in advance of intended shipping 
dates to enable verification of the treatment accorded vessels of U.S registry 
and to process the appl ication. Appl ications should be submitted to the 
Director, Defense Security Assistance Agency, Room 4E837, The Pentagon, 
Department of Defense, Washington, D.C. 20301, with a copy to the Director, 
Office of Market Development, Maritime Administration, U.S. Department of 
Transportation, Washington, D.C. 20590. 

c. Subsequent to the granting of a general waiver, if it occurs that 
n~ither United States flag vessels nor the Borrower's flag vessels are avail­
able, consideration will be given to specific waiver applications to author­
ize, on a shipment-by-shipment basis, the use of third country flag vessels. 
Applications for the use of a third flag vessel under an approved general 
waiver should be submitted at least 21 days prior to the intended shipping 
date to allow time to process the appl ication. If, a waiver is granted to 
allow' the use of a third flag vessel for a particular shipment under an 
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existing general waiver, the cargo carried by the third flag vessel shall be 
recorded against the Borrower's flag vessels ' portion of the cargo available 
under the general waiver. 

4. Non-Availability Waivers. 

a. Consideration will be given to waiver applications to authorize use 
of other than United States flag vessels in those cases of non~availability of 
United States flag vessels or in instances of non-availability of United 
States flag vessels at reasonable rates. 

b. Applications for non-availability waivers to permit use of the 
Borrower I s fl ag vessels need not be submi tted if a genera 1 wa i ver has been 
approved and the ~orrower will use U.S. flag vessels to carryover 50 percent 
of the cargo under the Agreement. Applications are required where a general 
waiver (1) has not been applied for, (2) has not been approved, or (3) has 
been approved but, on a shipment-by-shipment basis, U.S. flag vessels are not 
available or not available at reasonable rates and shipments on Borrower's 
flag ves.sels will, exceed 50 percent of the cargo under the Agreement. If a 
general waiver has been approved but U.S. flag vessels are not available or 
not available at' reasonable rates, effort should be made to ship defense 
articles under the Borrower's portion of the general waiver. Thus, applica­
tions for non-availability waivers, where a general waiver has been approved, 
should be submitt~d only under unusual circumstances. 

I 

c. Applications on the basis of non-availability of vessels of United 
States registry must establ ish and document that the Borrower has made a 
reasonable, timely and bona fide effort to arrange shipment on ocean vessels 
of United States ~egistry and that such ocean vessels are not available. Such 
appl ications must! be submitted at least 21 days in advance of the intended 
shipping date to enable verification of non-availability of vessels of United 
States registry and to process the application. 

d. 'Applications on the basis of non-availability of vessels of United 
States registry at reasonable rates must establish and document all applicable 
comparative rates and should be submitted at least 21 days in advance of the 
intended shipping date to enable verification of non-availability of vessels 
of United States registry at reasonable rates and to process the application. 

I 

e. Applicat~ons for non-availability waivers must be submitted by the 
Borrower, or on its behalf by the shipping agent or sup.plier, on a shipment­
by-shipment basis. Applications should be submitted to the Director, Office 
of 'Market Development, Maritime Administration, U.S. Department of Transpor­
tation, Washington, D.C. 20590, with a copy to the Director, Defense Security 
Assistance Agency, Room 4E837, The Pentagon, Department of Defense, Washing­
ton, D.C. 20301. 

f. Each application for a non-availability waiver should contain the 
following information: 
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1. Identification and address of the applicant 
2. Recipient country 
3. Date and source of loan (FFB, etc.) 
4. Supplier and/or exporter 
5. List and description of commodities to be shipped 
6. FAS value of commodities 
7. Shipping date 
8. Discharge port 
9. Discharge port 

10. Estimated ocean freight cost 
11. Proposed vessel(s) to be used 
12. Weight of shipment 
13. Cube measurement of shipment 
14. Original point of production 

5. Security Waivers. 

a. Where sabotage may reasonably be expected, or a State of emergency 
exists, so that extraordinary security precautions are required, consideration 
will be given to authorized vessels flying the Borrower's flag to transport a 
specific shipment or series of shipments of cargo financed with this loan. 

b. Applications for security waivers need not be submitted if a general 
waiver has been approved and the Borrower will use U.S. flag vessels to carry 
over 50 percent of the value of the cargo being financed under the Agreement. 
Applications are required where a general waiver (I) has not been applied for, 
(2) has not been approved, or (3) has been approved but, on a shipment-by­
shipment basis, use of the Borrower's flag vessels will exceed 50 percent of 
the cargo under this Agreement. If a general waiver has been approved, de­
fense articles and equipment involving special security or safety requirements 
should be shipped under the Borrower's portion of the cargo available under 
the general waiver. Therefore, waiver applications for security or safety 
reasons where a general waiver has been approved should be submitted only 
under unusual circumstances. 

c. Applications for security waivers must provide information about the 
specific security or safety requirements involved, as well as other identify­
ing information about the shipment(s}. 

d. Security waiver applications should be sent by the Borrower to the 
Director, Defense Security Assistance Agency, Room 4E837, The Pentagon, 
Department of Defense, Washington, D.C. 20301, with a copy to the Director, 
Office of Market Development, Maritime Administration, U.S. Department of 
Transportation, Washington, D.C. 20590. Applications should be forwarded at 
least 21 days in advance of the intended shipment date(s} to enable verifica­
tion of the security or safety requirements and to process the application. 
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FOR VALUE RECEIVED, the Defense Security Assistance Agency of the Depart­
ment of Defense (IIDSAA II ), hereby unconditionally and i rrevocab ly guarantees to 
the Federal Fianncing Bank ("FFB"), under the authority of Section 24 of the 
Arms Export Control Act, as amended (IIAct ll

), the due and punctual payment of 
any and all amounts due: (1) on the promissory note (IINote ll

) in the principal 
amount of up to $ dated issued to the FFB by (IIBor­
rower") pursuant to the Loan Agreement between the FFB and the Borrower dated 
(IIAgreement ll

); and (2) the FFB from the Borrower pursuant to the Agreement. 

This Guaranty is a guaranty of payment covering all political and credit 
risks of nonpayment, including any nonpayments arising out of any claim which 
the Borrower may now or hereafter have against any person, corporation, or 
other entity (including, without limitation, the United States, the FFB and 
any supplier of defense items) in connection with any transaction, for any 
reason whatsoever. This Guaranty shall inure to the benefit of and shall be 
enforceable by the FFB, its successors or assigns. This Guaranty shall not be 
impaired by any law, regulation or decree of the Borrower now or hereafter in 
effect whi ch mi ght in any manner change any of the terms of the Note or 
Agreement. The obligation of the DSAA hereunder shall be binding irrespective 
of the irregularity, invalidity or unenforceability under any laws, regula­
tions or decrees of the Borrower of the Note, the Agreement or other instru­
ments related the~eto. 

The DSAA hereby waives di 1 i gence, demand, protest, presentment and any 
requirement that ~he FFB exhaust any right or power to take any action against 
the Borrower and any notice of any kind whatsoever other than the demand for 
payment required to be given to the DSAA hereunder in the event of default on 
a payment due und~r the Note. 

In the event ,of failure of the Borrower to make payment, when and as due, 
of -any installment of principal or interest under the Note, the DSAA shall 
make payment" immediately to the FFB upon demand to the DSAA after the Borrow­
er's failure to pay has continued for 10 calendar days. The amount payable 
under this Guaranty shall be the amount of the overdue installment of princi­
pal and interest, plus any and all late charges and interest thereon as 
provided in the Agreement. Upon payment by the DSAA to the FFB, the FFB will 
assign to the DSAA, without recourse or warranty, all of its rights in the 
Note and the Agreement with respect to such payment. 

In the event of a default under the Agreement or the Note by the Borrower 
and so long as this Guaranty is in effect and the DSAA is not in default 
hereunder: 

~ i) The FFB or other holder of the Note shall not accelerate or 
reschedule payment of the principal or interest on the Note or 
any other note of the Borrower guaranteed by the DSAA except 
with the written approval of the DSAA; and 
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(ii) The FFB shall, if so directed by the DSAA, invoke the default 
provisions of the Agreement, and shall suspend any further payments 
under its Commitment until the FFB has been advised by the DSAA that 
it may resume payments unders its Commitment. 

The FFBls rights under this Guaranty may be assigned to any individual, 
corporation, partnership, or other association doing busi ness; n the United 
States of America. In the event of such assignment the DSAA shall be promptly 
notified. The FFB will not agree to any materiel amendment of the Agreement 
or Note or consent to any materiel deviation from the provisions thereof 
without the prior written consent of the DSAA. 

Any notice, demand, or other communication hereunder shall be deemed to 
have been given if in writing and actually delivered to the Comptroller, DSAA, 
The Pentagon, Washington, D.C. 20301, or the successor, or such other place as 
may be designated in writing by the Comptroller, DSAA, or the successor 
thereof. 

By acceptance of the Note, the FFB agrees to the terms and conditions of 
this Guaranty. 

DATED: 

BY: ---------------------------
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LOAN AGREEMENT made and entered into as of the day of 
between the Government of --- ("'II'ii1'!"Bo~r":""'r~ow~e~r'Tl'ii"!"') 

and the Government of the On; ted States of Amer; ca as represented by the 
Defense Security A~sistance Agency ("DSAA"). 

WHEREAS, the Borrower desires to enter into purchase contracts ("Purchase 
Agreements") with'Mi1itary Departments and Agencies of the United States 
Department of Defense ("000"), various United States commercial suppliers, or 
both of them for the purchase of defense articles, defense services, and 
design and constru~tion services of United States origin (with regard to arti­
cles and services ,financed hereunder, hereinafter collectively referred to as 
"Defense Items ") ; and 

WHEREAS, the' Borrower has requested a loan from the Government of the 
United States of America (hereinafter sometimes referred to as the "Lender") 
to finance paymen~s required to be made by the Borrower under the Purchase 
Agreements; and ! 

WHEREAS, it has been determined that the aforesaid requested loan will 
facilitate the pu~poses of the Arms Export Control Act, as amended ("Act") • 

. NOW THEREFORE, in consideration of the premises and the mutual covenants 
hereinafter set f9rth, the parties hereto agree as follows: 

SECTION 1. COMMITMENT 
I 

1.1 Subject ,to the terms and conditions of this Loan Agreement (IiAgree-
ment"), the Lender agrees to make advances to the Borrower from time to time 
in an aggregate principal amount not to exceed dollars 
(U.S. $ ~), the obligation of the Lender under this section being 
hereinafter called the "Loan Proceeds." 

1.2 Before requesting any advance hereunder, the Borrower shall execute 
and deliver to the DSAA a single promissory note ("Note") substantially in the 
form attached hereto as Annex I. 

I 

1.3 The Loan Proceeds shall be available only to finance the purchase of 
Defense Items' by the Borrower pursuant to Purchase Agreements approved for 
such financing byj the DSAA in accordance with the policies and procedures in 
effect at the time such financing is approved. The current DSAA procedures 
for obtaining this approval are, without being incorporated herein, attached 
hereto as Exhibit A. Each authorization for the Borrower to enter into a 
Purchase Agreemedt in implementation of this Loan Agreement shall be separ­
ately communicated by the DSAA in writing to the Borrower substantially in the 
form of the Attachment to Exhibit A. The authorization shall specify the case 
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identifier assigned by the DSAA to,and the amount of financing authorized 
for, the approved Purchase Agreement. 

1.4 (a) Each advance hereunder by the Lender shall be made upon the 
de 1 i very to the DSAA of a 1 etter request from the Borrower. The 1 etter 
request shall be in the form set forth in Annex II and shall be delivered to 
the DSAA not less than fifteen business days before the disbursement date. 
Documentation in support of letter requests shall be in accordance with DSAA 
pol icies and procedures in effect at the time the Purchase Agreement, for 
which the advance is requested, was approved by the DSAA. The current DSAA 
requirements for documentation supporting requests for disbursement are, 
without being incorporated herein, attached hereto as Exhibit B. 

(b) Not more than two advances shall be. requested in any single 
month, except that an advance of $100,000 or more may be requested at any 
time. An advance may consist of payments to more than one supplier. 

(c) Advances made to the Borrower shall be authorized in accordance 
with Requests for Advances, which shall be prepared by the Borrower in the 
form of Annex II hereof and forwarded to the Lender for each advance. Each 
advance shall bear interest, as provided in Section 2, commencing with the 
disbursement date of the advance. 

(d) Subject to the terms and conditions of this Loan Agreement, the 
Lender agrees to make advances to the Borrower from time to time for a period 
of three (3) years from the date of this Loan Agreement. 

SECTION 2. REPAYMENT AND ASSIGNABILITY. 

2.1 (a) The Borrower hereby agrees to repay the pri nc i pa 1 of the 
advances made under this Agreement semiannually in accordance with the repay­
ment schedule set forth in the Note ("Schedule"), and to pay interest on such 
outstanding unpaid principal as provided in the Note. All payments of princi­
pal and interest shall be made in immediately available funds of lawful money 
of the United States of America, at the Federal Reserve Bank of New York, as 
provided in Annex III hereof. 

(b) If on any installment date in the Schedule the outstanding 
balance of the advances is less than the amount of principal due, the Borrower 
shall, on such installment date, repay the entire outstanding balance, plus 
accrued interest thereon. If thereafter the Borrower shall avail itself of 
the Loan Proceeds in an amount which would have been payable on a prior 
installment date but for the provisions of the immediately preceding sentence, 
such amount, plus accrued interest thereon, shall be repayable on the next 
succeeding installment date of the Schedule occurring after the disbursement 
of such amount and the scheduled principal repayable on that date shall be 
increased by such amount. 

(c) If by the final date specified in Section 1.4(d) hereof the 
Borrower has not availed itself of the entire amount of the Loan Proceeds, and 
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if such date is not extended by amendment to this agreement, the installments 
of principal in the Schedule shall be reduced in the inverse order of the 
maturity thereof to the extent of the unused balance of the Loan Proceeds. 

(d) The Borrower may prepay· principal in part or in full without 
penalty or premium, but such prepayment must be accompanied by payment of 
interest on the amount prepaid to the date of repayment and must be applied to 
the satisfaction ;of installments of principal repayments in the inverse order 
of their maturities. 

2.2 Wheneve'r any payment under the Note shall be due on a Saturday, 
Sunday, or a day on which the 000 or the F~deral Reserve Bank of -New York are 
not open for business, such payment shall be made on the first day thereafter 
on whi ch the DoD and the Federal Reserve Bank of New York are open for 
business, and such extension of time shall be included in computing interest 
in connection with such payment, but excluded from the next interest period, 
if any. 

2.3 If the -Borrower fail s to make payment when and as due of any in­
stallment of principal or interest under the Note, the amount payable shall be 
overdue installment of principal or interest, plus interest thereon at the 
rate specified in the Note, from the due date to the date of payment. If the 
Borrower's failure to pay such installment or any part thereof continues for 
si xty days, the B:orrower shall pay an additi ona 1 charge of 4 percent per annum 
on such installment or part thereof for each day thereafter until payment is 
made. 

2.4 The Lender may sell or assign the Note at any time, in whole or in 
part. However, if the Lender intends to sell or assign the Note or any part 
thereof to any entity other than an agency of the United States, the Lender 
sha 11 give the Borrower written noti ce thereof not 1 ess than fifteen days 
prior to the date of the intended sale or assignment; in that event, the 
Borrower shall have the option, to be exercised by giving written notice to 
the Lender at least five days prior to the intended sale or assignment, to 
purchase the entire Note on such terms and conditions as are established by 
the Lender. 

SECTION 3. REPRESENTATIONS AND WARRANTIES. 

The Lender has entered into this Agreement and will make the loan provid­
ed for herein on the basis of the following representations and warranties of 
the Borrower: 

(a) Th,e Borrower has full power, authority and legal right to incur 
the indebtedness contemplated in this Agreement on the terms and conditions 
contained herein, and to execute, deliver and perform this Agreement and the 
Note; 

(b) The execution, delivery and performance of this Agreement and 
the Note will not violate any provisions of, and have been duly and validly 
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authorized under, the laws of the Borrower, and all actions necessary to 
authorize the borrowings hereunder and the execution, delivery and performance 
of this Agreement and the Note have been duly taken; and 

(c) This Agreement has been, and the Note when issued will be, duly 
executed and delivered by persons duly authorized, and this Agreement consti­
tutes, and the Note when issued will constitute, the valid, legal and binding 
obligation of the Borrower, enforceable in accordance with their respective 
terms. 

SECTION 4. CONDITIONS OF LENDING. 

4.1 The obligation of the Lender to make advances hereunder is subject 
to the conditions precedent that, prior to the first disbursement, it shall 
have received, satisfactory to it in form and substance: 

(a) Evidence of the authority of each person who (i) signed this 
Agreement on behalf of the Borrower, (ii) signed or will sign the Note, and 
(iii) will sign on behalf of the Borrower, any notices, requests for advances, 
or other documents contemplated by this Agreement. Evidence of this authority 
shall be in the form of the letter at Annex IV; and 

(b) The Note executed by the duly authorized representative of the 
Borrower. 

4.2 The obligation of the Lender to make any~ advance hereunder is 
subject to the further conditions precedent that: 

(a) No event of default within the meaning of Section 6 hereof 
shall have occurred; 

(b) The DSAA shall have received a letter request executed by the 
duly authorized representative of the Borrower and prepared in accordance with 
the procedures for disbursement of Loan Proceeds; and 

(c) All legal matters incident to the Note, and this Agreement 
shall be satisfactory to the General Counsel of the DSAA. 

SECTION 5. COVENANTS. 

The Borrower covenants and agrees that from the date of this Agreement 
and so long as any amounts remain unpaid on the Note or otherwise under this 
Agreement: 

(a) All payments of principal and interest on the Note and other 
fees and expenses shall be made free and clear of, and without deduction for, 
any and all taxes, levies, duties, fees, charges, deductions, withholdings, 
restrictions or conditions of any nature whatsoever now or hereafter imposed, 
levied, collected or assessed with respect thereto, by or with respect to the 
Borrower or any authority thereof or therein; 
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(b) Any claim which it may now or hereafter have against any 
person, corporation or other entity (including without limitation, the Govern­
ment of the United States, 000, DSAA and any supplier of Defense Items) in 
connection with any transaction, for any reason whatsoever, shall not affect 
the obligation of the Borrower to make the payments required to be made to the 
Lender under thi s Agreement or the Note, and shall not be asserted as a 
defense to the payment of such obligation or as a setoff, counterclaim, or 
deduction against such payments; 

(c) It will pay all taxes, now or hereafter in effect, imposed with 
respect to this Agreement or the Note by any government other than the Govern­
ment of the United States of America and will save and hold harmless any 
holder of the Note from all losses or liabilities resulting from any delay or 
omission to pay such taxes; and 

(d) Any legal action or proceeding against it by the Lender with 
respect to thi s Agreement or the Note may be brought in the Courts of the 
District of Columbia or in the United States District Court for the District 
of Columbia or in the courts of the Borrower, as the Lender may elect, and by 
execution and delivery of this Agreement, the Borrower submits to each juris­
diction. In the case of the Courts of the District of Columbia or of the 
United States District Court for the District of Columbia, the Borrower 
consents to the service of process out of said courts by mailing copies of 
such process by re'gistered United States mail, postage prepaid, to it at its 
address set forth in Section 8.2(a) thereof. 

SECTION 6. DEFAULTS. 

6.1 A condition of default shall exist upon the occurrence of any of the 
following events of default: 

(a) If the Borrower fails for a period of ten calendar days to make 
any payment of principal or interest on the Note when due; 

>(b) If.a default shall have occurred on any other loan to the 
Borrower by the DSAA, a holder of the Note, or the Government of the United 
States of America or any agency thereof; 

(c) If any representation or warranty made by the Borrower herein 
or any certification of the Borrower required herein proves to be at any time 
incorrect in any material respect; 

(d) If: (i) the Borrower defau lts in the performance of any of the 
provisions in Sections 1, 2 or 7 hereof, and (ii) such default shall continue 
unremedied for thirty calendar days after written notice thereof shall have 
been given by the DSAA to the Borrower; or 

(e) If the Borrower defaults in the performance of any other 
provision of this Agreement, and such default shall continue unremedied for 
thirty calendar days after written notice thereof shall have been given to the 
Borrower. 
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6.2 Upon each and any such event, the holder of the Note may declare 
immediately due and payable the unpaid principal and accrued interest on the 
Note 'and any other note or other indebtedness of the Borrower he 1 d by the 
holder of the Note and thereupon such amount shall become immediately due and 
payable without protest, presentment, notice or other demand of any kind, all 
of which are hereby expressly waived by the Borrower, and if such event occurs 
before the full amount of the Loan Proceeds has been disbursed or before any 
other loan commitment of the holder of the Note to the Borrower has been ful­
filled, the holder of the Note may terminate or suspend such disbursements and 
commitments. The Borrower shall pay all costs and expenses, including 
attorney fees incurred in the collection of amounts due hereunder after 
default. 

SECTION 7. TRANSPORTATION. 

7.1 All Defense Items to be transported from the United States' by ocean 
vessel shall be transported in vessels of United States registry unless a 
waiver is obtained from the DSAA or the Maritime Administration, U.S. Depart­
ment of Transportati on ("MARAD"). The current DSAA and MARAD procedures for 
obtaining a waiver are, without being incorporated herein, attached hereto as 
Exhibit C. In each instance where a suppl ier will arrange ocean transporta­
tion for Defense Items being purchased, the Borrower shall give written notice 
of this requirement to the supplier: 

(a) for Purchase Agreements already entered into, withi n ten days 
of the date hereof, and 

(b) for Purchase Agreements hereafter entered into, on the date the 
Purchase Agreement is consummated. 

7.2 The Borrower shall provide the following information to the Direc­
tor, Office of Market Development (MARAD), with respect to any ocean or air 
shipments of Defense Items from the United States: (a) FMS Case Identifier, 
(b) FAS value of cargo, (c) supplier, (d) freight forwarder, (e) freight cost, 
(f) name of vessel or airline, (g) vessel/aircraft flag of registry, (h) date 
of loading, (i) port or place of loading, (j) port or place of final dis­
charge, (k) cargo description, (1) gross weight of cargo, and (m) cubic 
measurement of cargo. This information shall be provided as soon as possible 
and in any event not later than 90 days from the date of shipment, and shall 
contain a reference to this Agreement. 

7.3 Advances hereunder may be used to pay ocean or air freight costs for 
transportation of only those Defense Items financed by this loan and only if 
such items are carried on vessels or aircraft of United States registry. 

SECTION 8. MISCELLANEOUS. 

8.1 The Borrower and the Lender may agree at any time hereafter to apply 
a portion or portions of Loan Proceeds that have not been approved to finance 

TABLE 9-111-3. (Continued) 

9-47 Change No.6, 1 March 1986 



DOD 5105.38-M 

Purchase Agreements (in accordance with Section 1.3 hereof) as a participation 
or participations in credit(s) furnished to the Borrower for the financing of 
the purchase of Defense Items by the Borrower pursuant to Purchase Agreements 
so approved. Such participation(s) shall be limited to those in credit(s) 
furnished by any individual, corporation, partnership, or other juridicial 
entity doing business in the United States, and the Borrower and the Lender 
shall agree for that purpose with the entity furnishing said credit(s) on the 
terms and conditions under which the credit(s) will be furnished. 

8.2 No omission or delay on the part of the Lender in exercising any 
ri ght hereunder shall operate as a waiver of such ri ght or any other ri ght 
hereunder. The rights and remedies prescribed herein are cumulative and not 
in limitation of or substitution for other rights or remedies of the Lender. 

8.3 Any notice, demand or other communication hereunder shall be deemed 
to have been given if in writing and actually delivered at the addresses shown 
below: 

(a) 

(b) 

In the case of the Borrower to: 

In the case of MARAD to: 
I 

Director, Office of Market Development 
Maritime Administration 
U.S. Department of Transportation 
Washington, D.C. 20590 

(c) In the case of the Lender to: 

Director, Defense Security Assistance Agency 
The Pentagon 
Washington, D.C. 20301 

or to such other addresses as may be specified in writing. 

8.4 This Agreement and the Note shall be construed and interpreted in 
accordance with the laws of the United States of America, and if none is 
applicable, with those of the District of Columbia, United States of America. 

8.5 This Agreement shall be binding upon and inure to the benefit of the 
Borrower and the Lender and their respective successors and assigns, except 
that the Borrower may not assign its rights or obligations hereunder without 
the prior written consent of the OSAA. All agreements, covenants, representa­
tions and warranties made herein shall survive the delivery of the Note and 
the making of the ~dvances hereunder. 
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8.6 This Agreement may be executed in any number of counterparts, each 
of which when so executed and delivered/shall be an original, but all such 
counterparts shall together constitute a single instrument. Annexes I, II, 
I II, and IV attached hereto are, by thi s reference, made a part of thi s 
Agreement. 

8.7 All notices, demands, or other communications given under this 
Agreement, unless submitted in the English language, shall be accompanied by 
an English translation and such translation shall govern. 

8.8 In case anyone or more of the provisions contained in this Agree­
ment or the Note should be invalid, illegal or unenforceable in any respect, 
the validity, legality and enforceability of the remaining provisions con­
tained herein or therein shall not in any way be affected or impaired. This 
Agreement or the Note may be amended only with the mutual written consent of 
the Borrower, Lender, and holder of the Note. 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be 
executed by their duly authorized officers and representatives on the day and 
year first above written. 

GOVERNMENT OF ---------------------------

By ______________________________ ___ 

GOVERNMENT OF THE UNITED STATES OF AMERICA 

By ____________________________ ___ 
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LOAN AGREEMENT ** 

FOR VALUE RECEIVED, THE GOVERNMENT OF (,iBorrower") 
hereby promi ses to pay to the Government of the On ited Sta tes of Ameri ca 
("Lender") such sums as may be advanced hereunder. The Lender sha 11 not be 

I I obliged to advance ,more than dollars (U.S. $ I ). 

I 
The principal ,amount advanced under this Note shall be repaid in 

installments of $ i and installment of $ I --TPt:h~e 
installments shall Ibe due and payable on and ----+'--of each 
year commencing on , , with the final installment due on I 
A schedu·le of the Rrincipal amounts due is attached hereto. ~I-~'--

Advances shall bear interest on the unpaid principal balance Qutstanding 
at a rate of , percent per annum on and I of 
each year commenci1g on • -----

I 

Interest shall be calculated on the basis of a year of 365 days and the 
actual number of d~ys elapsed. The total amount of advances hereunder shall 
be repaid, with right of prepayment, in accordance with the schedule attached 
to this Note. I 

Both principal and interest shall be paid in lawful money of the United 
States in immediately available funds at the Federal Reserve Bank of New York. 

This Note is issued at Washington, D.C., pursuant to the Loan Agreement 
dated between the Borrower and the Lender, and ,i s subject to 
the terms and entitled to the benefits of that Agreement. 

GOVERNMENT OF -------------
Date: ------------------

By ____________ (SEAL) 

TABLE 9-111-3. (Continued) 

9-50 Change No.6, 1 March 1986 



PRINCIPAL REPAYMENT SCHEDULE 

DOD 5105.38-M 

ATTACHMENT TO ** 
ANNEX I 

The first sh~ll be repaid on 
The next ---- shall be repaid on -----
The next shall be repaid on 
The next shall be repaid on -----
The next shall be repaid on 
The next shall be repaid on -----
The next shall be repaid on 
The next shall be repaid on -----
The next shall be repaid on 
The next shall be repaid on -----
The next shall be repaid on 
The next shall be repaid on .-. -----
The next shall be repaid on 
The next shall be repaid on -----
The next shall be repaid on 
The next shall be repaid on -----
The next shall be repaid on 
The last shall be repaid on -----
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ANNEX II 

FORM OF LETTER REQUEST FOR ADVANCE OF FUNDS 

Director 
Defense Security Assistance Agency 
Pentagon 
Washington, D.C. 20301 

Dear Si r: 

In accordance with the provlslons of Section 1.4 of our Loan Agreement 
with the Government of the United States of America dated (date) , 
the Government of hereby requests the DsAA approva 1 
and disbursement of, an advance of (amount) from that loan. 

The Government of acknowl edges that advances hereun-
der may be used to pay ocean and air freight costs only for transportation of 
Defense Items being' carried on vessels or aircraft of United States registry, 
and that all materiel financed from this loan which is to be shipped by ocean 
surface transportation must be transported in privately-owned vessels of 
United States registry unless a waiver is obtained in accordance with Section 
7 of the Loan Agreement. In furtherance of this requirement, the suppliers of 
the materiel beingi financed with this advance were so notified land given 
appropriate shipping instructions. I 

In connection with this request, the Government of ~1 ____________ ~~~ 

confirms that, as appropriate: the defense articles and services Ifor which 
payment is requested have been satisfactorily delivered; or the advance pay­
ment requested is in accordance with requirements of the contract; or the 
progress payment re,quested is based on the contractor I s satisfactory progress 
and is in accordance with requirements of the contract; and that payment is 
therefore due and unpaid under the Purchase Agreement (Case Identifier) with 
the (Supplier) i 

Sincerely, 

GOVERNMENT OF _____ ~_-_ 

By ______ ~----~~~~~ __ ----
(Name and Title) 
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REPAYMENT PROCEDURES 
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All repayments shall be in immediately available U.S. dollars at the New 
York Federal Reserve Bank, New York, New York, on the day payment is due. To 
this end, payment shall be made by either of the following methods. 

The New York Federal Reserve Bank maintains accounts for many foreign 
central banks. The Borrower may make payment by a direct transfer from its 
central bank (or a central bank being utilized by it for that purpose) to the 
New York Federal Reserve Bank. In effecting the. transfer, the central bank 
should use the exact payment account information provided below, and indicate 
to the New York Federal Reserve Bank that the funds are for credit to the 
United States Treasury, for credit to the account of the Defense Security 
Assistante Agency: 

United States Treasury 
New York, New York 
0210-3000-4 
TREAS NYC/ (5037) 
For credit to the Defense Security 

Assistance Agency 

Should the Borrower choose to use the Federal Reserve wire payment system 
("Fedwire"), a system for making instantaneous transfers of funds between U.S. 
banks, the Borrower should instruct its local U.S. bank to transfer the funds 
to the New York Federal Reserve Bank by Fedwi re on the payment date and to 
include in the wire the payment account information set forth in the preceding 
paragraph. 

The payment account information must be exactly in the form shown above 
(including spacing between words or numbers) to insure timely receipt by the 
DSAA, and to avoid the assessment of late charges. 

Checks, drafts, and other orders for payment do not constitute immediate­
ly available funds and therefore do not meet the requirements of the Promis­
sory Note. These instruments will be accepted but funds will be credited to 
accounts only after confirmation by the U.S. Treasury. 
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DESIGNATION OF AUTHORITY 
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1. . The Borrower shall provide to the DSAA a written communication that 
evidences the authority for incumbents of specifically named offices or 
specifically named individuals to sign the loan documents on its behalf. As a 
minimum the communication will contain the following: 

Director 
Defense Security Assistance Agency 
The Pentagon 
Washington, D.C. 20301 

Dear Sir: 

The following officials of the Government of are duly 
authorized to execute and deliver documents as indicated below in 
connection with a loan agreement in the amount of 
between the Government of the United States and this Government: 

a. LOAN AGREEMENT: 

[Person's Name{s) and/or Title{s) of Office{s)] 

b. PROMISSORY NOTE: 

[Person's Name{s) and/or Title{s) of Office{s)] 

c. REQUESTS FOR DISBURSEMENT AND SUCH OTHER DOCUMENTS AS MAY 
BE REQUIRED UNDER THIS LOAN AGREEMENT: 

[Person's Name{s) and/or Title{s) of Office{.s)] 

Very truly yours, 

Date: By (Signature) 
-------- (Name and Title Typed) 

2. The designation of authority letter shall be signed by an appropriate 
person empowered under the 1 aws of the Borrower to delegate to selected 
officials authority to sign debt obligations or the other documents as stated 
in the name of its Government. The Borrower shall submit a designation of 
authority letter to DSAA containing the names and signatures of newly desig­
nated officials whenever changes occur. 
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PROCEDURES FOR OBTAINING DSAA APPROVAL 
FOR 

LOAN FINANCING OF PURCHASE AGREEMENTS 
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EXHIBIT A ** 

The Defense Security Assistance Agency (DSAA) is responsible for approv­
ing loan financing of all Purchase Agreements that the Borrower wishes to 
finance with proceeds from the loan issued by the DSAA under the provisions of 
the Arms Export Control Act. The use of loan proceeds shall be approved for 
the financing of purchases by the Borrower only of defense articles, defense 
services, and design and construction services of U.S. origin. In reviewing 
requests for financing of Purchase Agreements, the DSAA is guided by objec­
tives established by the U.S. Government for improvement of the Borrower's 
defense capabilities, by generally accepted financing practices, and by United 
States laws, regulations and policies in effect at the time the financing is 
requested. The U.S. Government reserves the right to refuse to finance any 
purchase agreement and is not required to explain its reason(s) for such 
refusal. 

2. Purchases from U.S. Military Departments 

a. The U.S. Military Departments effect Foreign Military Sales ("FMS") 
by means of the Letter of Offer and Acceptance ("LOA"), Department of Defense 
Form 1513. Each LOA, also referred to as an FMS case, is identified by a 
three digit alphabetic code referred to as "case identifier." If a Borrower 
desires to fund an FMS case from this loan, it must so inform the Military 
Department prior to the issuance of the LOA. In turn, the Military Department 
will reflect the desired loan financing on the LOA and submit it to the DSAA 
Comptroller for approval and countersignature. 

b. When the Borrower wi shes to use FMS loan funds to pay amounts due 
under an FMS case which has already been established as a "cash" or "depend­
able undertaking" case, the Borrower must ask the pertinent Military Depart­
ment to convert all or part of that case from cash to loan funding. The 
Military Department must also submit the amended case to the DSAA Comptroller 
for review and approval to support the requested change in funding. 

c. For each case it approves for financing from the FMS loan, the DSAA 
Comptroller will reserve funds from the uncommitted loan balance in an amount 
equal to the entire estimated cost of the FMS case, or, as the situation may 
be, that part of the FMS case requested for loan funding. The portion of the 
loan so reserved will then be available only for such payments. Payments, 
either for deliveries of materiel or progress payments, from advances request­
ed by the Borrower, wi 11 be made by the DSAA Compt ro 11 er aga ins t the amount 
reserved for that purpose. 
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3. Purchases from Commercial Firms 

a. Loan funds may be used to finance purchases frJm' U.S. Commercial 
Suppl iers, provided such financing has been approved by the DSAA. In order 
that the DSAA may advise a Borrower whether it will approve such financing, 
the Borrower must provide a copy of the contract or proforma purchase order to 
the DSAA Comptroller for its review, preferably before the Borrower obligates 
itself to a purchase which it desires to be financed with loan funds. Before 
the DSAA can give its final approval of loan financing, the commercial suppli­
er must submit to the DSAA the "Contractor's Certification and Agreement with 
Defense Security Assistance Agency" as illustrated in Exhibit B. The Borrower 
should allow at least 90 days for the DSAA's review of the contract for 
approval of loan financing. Each loan financing approval shall be separately 
communicated by the DSAA in writing to the Borrower by use of the "Loan 
Financing Approval" illustrated as an attachment to this exhibit. 

b. Loan financing shall be approved and made available only to finance 
the purchase of defense articles and services authorized for such financing by 
the DSAA in accordance with policies and procedures in effect at the time such 
financing is approved. Current DSAA policies pertinent to approval of loan 
financing for purchase agreements are included in the Security Assistance 
Management Manual. 

c. In addition to the approval mentioned above, the DSAA, at the time 
it approves requests for advances (disbursements) of funds pursuant to Annex 
II, also will require from the Borrower invoices properly executed by the 
commercial supplier, and bills-of-lading and statements, as may be applicable, 
substantially in the formats described in paragraph 4 of Exhibit B (DSAA 
Requirements for Documentation to Support Requests for Advances). 

d. For each commercial purchase agreement for which financing is 
approved, the DSAA Comptroller will assign a case identifier and will provide 
to the Borrower a Loan Financing Approval letter in the form of the Attachment 
to this Exhibit. This letter will provide the case identifier assigned to the 
case. For each case it approves for loan financing, the DSAA Comptroller will 
reserve loan funds in the amount requested. The loan funds so reserved will 
then be available only for payments on that case, unless the Borrower directs 
otherwise. Payments for deliveries, progress, or advance payments, will be 
processed by the DSAA Comptroller against the amount reserved for the approved 
purchase agreement. 

e. The DSAA Comptroller will also provide letters to the commercial 
firm informing it of conditions of loan financing and certifications required 
as prerequisites to the DSAA approving FMS loan financing for the purchase 
agreement, and indicating the DSAA approval of financing of the purchase 
agreement. 
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Dear Sir: 
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ATTACHMENT TO ** 
EXHIBIT A 

Pursuant to the prOV1S1ons of Section 1.3 of the Loan Agreement between 
your Government and the U.S. Government, and in response to your request for 
loan financing of a purchase directly from a commercial firm, financing for 
the following purchase arrangement is hereby approved: 

Supplier: 

Contract or Proforma Invoice number and date: 

Case Ident ifi er 
Assigned to 

This Purchase 

Funds Previously 
Reserved for 

This Purchase 
Funding 
Revision 

Sincerely, 
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EXHIBIT B ** 
DSAA REQUIREMENTS FOR DOCUMENTATION TO SUPPORT REQUESTS FOR ADVANCES 

1. This Exhibit describes the documents which the Borrower must furnish to 
the DSAA Comptroller in support of requests for advances. 

2. Whenever the Borrower des i res a disbursement of FMS loan funds, its 
authorized representative(s), as designated pursuant to provisions of the Loan 
Agreement, shall forward the written request, prepared in accordance with 
Annex II of the Agreement, to the DSAA Comptroller, The Pentagon, Washington, 
D.C. 20301, not less than 15 business days before the desired disbursement 
date. 

·3. With each request for an advance, the Borrower will provide a letter 
addressed to the Director, Defense Security Assistance Agency, substantially 
in the format as follows: 

Dear Sir: 

In accordance wi th the prov, s, ons of Secti on 1.4 of our Loan 
Agreement with the Government.of the United States of America dated 

(date) ,the Government of hereby requests 
the DSAA approval and disbursement of an advance of (amount) 
from th~t loan. . 

The Government of acknowledges that advances 
hereunder may be used to. pay ocean and air freight costs only for 
transportation of Defense Items being carried on vessels or aircraft 
of United States registry, and that all materiel financed from this 
loan which is to be shipped by ocean surface transportation must be 
transported in privately owned vessels of United States registry 
unless a waiver is obtained in accordance with Section 7 of the Loan 
Agreement. In furtherance of this requirement, the sup- pliers of 
the materiel being financed with this advance were so notified and 
given appropriate shipping instructions. 

In connection with this request, the Government of 
confirms that, as appropriate: the defense articles an-a"T-"-s-e-r-v,""c-e-s 
for which payment is requested have been satisfactorily delivered; 
or the advance payment requested is in accordance with requirements 
of the contract; or the progress payment requested is based on the 
contractor IS sati sfactory progress and is in accordance with re­
quirements of the contract; and that payment is therefore due and 
unpaid under the Purchase Agreement (Case Identifier) with the 

(Supplier) 
Sincerely, 

GOVERNMENT OF -------
By __ ~--_.._ ..... ~..,.---

(Name and ritle) 
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DEFENSE SECURITY ASSISTANCE AGENCY 

DOD 5105.38-M 

ATTACHMENT TO ** 
EXHIBIT B 

Effective October 1985 

CONTRACT OR PROFORMA INVOICE ABSTRACT 
Contractor's Name and Address: 

Purchaser: Government of -------
Contract No. Date: 

RECIPIENT(s) OF COMMISSIONS OR OTHER CONTINGENT FEES 
Name Address Amount Paid/To Be Paid 

CONTRACTOR'S CERTIFICATION AND AGREEMENT WITH DEFENSE SECURITY ASSISTANCE 
AGENCY 

The contractor, in entering into an agreement to sell defense articles, 
defense services, or design and construction services to the foreign govern­
ment listed above as purchaser, hereby acknowledges that the sum to be claimed 
as due and owing under the contract or proforma invoice identified above 
(hereafter referred to as "Purchase Agreement") is to be paid, in whole or in 
part, to the contractor from U.S. Government loan funds made available to the 
foreign government under provisions of the Arms Export Control Act, as 
amended. In consideration of the receipt of such sum, the contractor certi­
fies to, and agrees with, the U.S. Government, as represented by the Defense 
SecuTity Assistance Agency (DSAA), the following: 

1. Agrees that authorized representatives of the Government of the United 
States shall have access to and the right to examine any directly related 
books, documents, papers or records which involve transactions relative to 
this sale, prior to and as a condition to obtaining loan financing for the 
sale, during the sale, and for a period of three years immediately following 
receipt of the final payment made by the DSAA on the sale. The contractor 
a 1 so agrees - to secure for the benefi t of the U. S. Government, as may be 
required by the DSAA, coextensive rights of access and examination regarding 
its suppliers for subcontracts or purchase orders issued to those suppliers 
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' .. '4~ , Whenever funds from this loan are to be used to pay a Commercial Suppli­
er, the Borrower shall also provide invoices and bills-of-lading in support of 
each request for an advance, as follows: 

a. A copy of the Supplier's invoice, which has been prepared in accor­
dance with the relevant provisions of ,the Purchase Agreement. As a minimum, 
the invoice must: (1) reflect the amount due and payment due date; (2) specify 
whether the amount billed is a down payment, progress/milestone, or delivery 
payment; (3) list ~he items and services delivered for which payment is 
requested; (4) indicate by a separate entry the transportation and related 
costs if not included in the item price; (5) designate the FOB point and "ship 
to" address; (6) designate the address to where the payment should be sent; 
(7) if the billed amount consists of "cost, insurance and freight" for deliv­
ery of materiel to a destination point out.side the United States, provide the 
name of the carrier(s) of the materiel from the U.S. Port of Embarkation; and 
(8) be supported by a copy of freight bills, air waybills, or rated on-board 
bills-of-lading, fully accounting for the cost of inland and export transpor­
tation of the items covered by the invoice for which payment is requested. If 
the Commercial Supplier pays for the transportation, whether the transporta­
tion cost is included in the price of the item or billed separately to the 
Borrower, bills-of-lading or air waybills must be submitted with the invoice 
for which payment is requested. A copy of the invoice for the cost of any 
insurance coverage on the shipment must also be submitted along with the 
shipping documents. 

b. If the Borrower is paying the export transportation cost with other 
than FMS loan funds, and therefore the Commercial Supplier is not paying for 
the export transportation cost, the supplier will be required to submit. a 
certification with the invoice as follows: 

The (Commercial Su lier acknowledges that U.S. Government funds 
are belng use y t e overnment of to finance this 
purchase and certifies that no shipping cost has been incurred by 
this firm for exporting this materiel from the United States, and 
no shipping cost is included in the sales price or otherwise 
included in the invoiced amount for which payment is requested. 

(Si~ned) 
(Commerclal Supplier) 

c. Before the DSAA authori zes the' use of loan funds to fi nance any 
purchase from a Commercial Supplier, the Borrower must ensure that the Commer­
cial Supplier completes and submits to the DSAA the "Contractor's 
Certification and Agreement with Defense Security Assistance Agency" as 
illustrated in the attachment to this exhibit. 

5. Whenever funds from this loan are to be used to pay an amount owed on an 
FMS case, the Borrower shall also provide a listing of the FMS cases for which 
payment is requested and the amounts applicable to each. 

TABLE 9-111-3 (Continued) 

, 9-59 Change No.6, 1 March 1986 



DOD 5105.38-M 

ATTACHMENT TO· 
EXHIBIT B 
(Continued) 

described in paragraph 5 above, utilized in the execution of the Purchase 
Agreement from non-U.S. contractors or individuals that are not resident in 
the United States of America, unless the financing of such services is 
expressly authorized by the DSAA. 

7. Agrees to identify the full amount of any down payment received under the 
Purchase Agreement in its accounting records as a down payment, to ap~ly these 
funds solely to the performance of obligations under this Purchase Agreement, 
and to provide a clear audit trail on the use of these funds. Agrees to 
certify on down payment invoice that payment requested does not exceed con­
tractor costs incurred at the time of submission of invoice (plus termination 
liability, less profit, to be incurred prior to the first follow-on payment). 

8. Agrees that export transportation costs financed under terms of the 
Purchas~ Agreement will be paid only to steamship, barge, tug, and airline 
companies of United States of America registry. Amounts billed for such 
transportation shall be the cost for shipping only the articles provided under 
terms of the Purchase Agreement. 

9. Certifies that the cost of transportation, lodging, meals and other per­
sonal support costs incurred by or in behalf of the purchaser's personnel 
relating tn any way to this contract will be paid by the purchaser, and that 
these costs will not be financed, in whole or in part, with FMS loan funds 
applied either directly or indirectly. 

10. Certifies that the entire agreement which affects the contractual rela­
tionship between the contractor and the purchasing government relating to this 
Purchase Agreement consists of: (list articles, clauses, annexes, exhibits, 
appendices, letters, purchase orders, etc.) 

and that there are no other amendments, modifications, side letters, or sup­
plementary agreements relating to this Purchase Agreement. Agrees that any 
future changes to the terms of the Purchase Agreement will be reported to the 
DSAA upon effect. 

11. Agrees that the contractor's invoices will be prepared in accordance with 
the relevant provisions of the Purchase Agreement and will be submitted 
through the purchaser for presentation to the DSAA for payment. 

a. As a minimum, the invoices must: (1) reflect the amount due and 
payment due date; (2) specify whether the amount billed is a down payment, 
progress/milestone payment, or delivery payment; (3) list the items and ser­
vices delivered for which payment is requested; (4) indicate by a separate 
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ATTACHMENT TO 
EXHIBIT B 
(Continued) 

for this sale, except for those Purchase Agreements which were awarded by the 
purchaser on a competitive lowest responsive bid basis. 

2. Certifies that no rebates, gifts or gratuities have been given contrary 
to United States law to officers, officials, or employees of the purchaser by 
this contractor, its employees, or agents, intended to secure the Purchase 
Agreement or obtain favorable treatment under the Purchase Agreement, and 
agrees that no such rebates, gifts or gratuities will be given. Agrees to 
obtain and retain a certification and agreement to this effect from its sub­
contractors or suppliers. 

3. Agrees that the U.S. Government has the right to suspend the financing of 
this Purchase Agreement on the instruction of the purchaser, or for any sus­
pected or confirmed misrepresentation or violation of any certification pro­
vided by this contractor to obtain such financing, without any liability 
accruing to the U.S. Government. 

4. Certifies that the materiel or components to be provided under the Pur­
chase Agreement are predominantly of U.S. manufacture. Agrees that, if DSAA 
approves financing of a stated dollar value of non-U.S. origin compO"nents or 
services, this dollar value will not be exceeded. Certifies that all non-U.S. 
origin or non-U.S. manufactured items and components, and non-U.S. services 
procured or to be procured specifi ca lly for thi s Purchase Agreement are 
identified: 

(Mark the appropriate statement.) 

-- in the Purchase Agreement; 

in a document attached hereto; --
to DSAA under separate letter dated --- ---

Agrees to notify the DSAA of any future changes to the identification of 
non-U.S. items, manufacture or services as a· condition to receive U.S. Govern­
ment funds under this Purchase Agreement. 

5. Certifies that the Purchase Agreement price includes only those commis­
sions or other contingent fees listed above, which shall be paid to any and 
all agents, other than bona fide employees, to solicit or obtain this Purchase 
Agreement, or that if no recipients and payments are listed above, the con­
tractor has not employed or retained any agent for such purpose who is to be 
paid from funds received by the contractor from the U.S. Government under the 
Purchase Agreement. 

6. Certifies that funds received by the contractor from the U.S. Government 
under the Purchase Agreement will not be used to purchase services, other than 
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EXHIBIT C ** 

MARINE TRANSPORTATION WAIVER PROCEDURES 

1. The following procedures and conditions shall be adhered to concerning 
marine transportation of defense articles, the purchase of which is to be 
financed under thi s agreement. All defense arti c1 es, whi ch are transported by 
ocean vessel, shall be transported in privately owned vessels of United States 
registry unless a waiver of this requirement is obtained from the Director, 
Defense Security Assistance Agency, Department of Defense. Requests for waiv­
er are categorized as general, non-availability or security as outlined below: 

A. General Waivers. 

Consideration will be given to a waiver application to authorize vessels 
flying the flag of the country to whom this agreement applies to participate 
in the transportation of cargo generated under this agreement provided the 
recipient country does not discriminate against United States flag vessels in 
the carriage of the exports or imports of the recipient nation. Approval may 
be granted for recipient country's vessels to carry up to, but not in excess 
of 50 percent of the cargo under this agreement. Ocean freight revenue is the 
main criterion for determining flag participation but cargo valuation shall 
also be taken into consideration. Accordingly, throughout the life of this 
agreement, U.S. flag vessels shall not receive less than 50 percent of the 
cargo valuation and ocean freight revenue insofar as practicable. 

Applications for general waiver should be submitted as soon as prac­
ticable after determination has been made to use recipient country flag 
vessels but at least twenty-one (21) days in advance of intended shipping 
dates to enable verification of the treatment accorded vessels of U.S. 
registry and to process the application. 

Subsequent to the granting of a general waiver, if it occurs that neither 
United States flag vessels nor recipient country flag vessels are available, 
consideration will be given to specific waiver applications to authorize, on a 
shipment-by-shipment basis, the use of third flag vessels. Applications for 
the use of a third flag vessel under an approved general waiver should be 
submitted at least 21 days prior to the intended shipping date to allow time 
to process the application. If a waiver is granted to allow the use of a 
third flag vessel for a particular shipment under an existing general waiver, 
the cargo carried by the third flag vessel shall be recorded against the 
recipient country flag vessels' portion of the cargo available under the 
general waiver. 

The application for a general waiver and subsequent waivers for the use 
of third flag vessels should be submitted by the recipient country directing 
the shipment (or his freight forwarder) to the Director, Defense Security 
Assistance Agency, The Pentagon, Washington, D.C. 20301, with a copy to the 
Director, Office of Market Development, Maritime Administration, U.S. 
Department of Transportation, Washington, D.C. 20590. 
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ATTACHMENT TO 
EXHIBIT B 
(Continued) 

entry the transportation costs, if not included in the item price; (5) desig­
nate the FOB point and "ship to" address; (6) desiqnate the address to where 
the payment should be sent; (7} if the billed amou-nt consists of "cost, in­
surance and freight" for delivery of materiel to a destination point outside 
the United States, provide the name of the carrier(s) of the materiel from the 
U.S. Port of Embarkation; and (8) be supported by a copy of freight bills, 
air waybills, or rated on-board bills-of-lading, fully accounting for the cost 
of inland and export transportation of the items covered by the invoice for 
which payment is requested. If the contractor pays for the transportation, 
whether the transportation cost is included in the price of the item or billed 
separately to the Purchaser, bills-of-lading or air waybills must be submitted 
with the invoice for which payment is requested. A copy of the invoice for 
the· cost of any insurance coverage on the shipment must al so be submitt.ed 
along with the shipping documents. , 

b. If the purchaser is paying the export transportation cost with other 
than U.S. Government loan funds (i.e., the contractor is not paying for the 
export transportation cost), the contractor will submit a certification with 
the invoice as follows: 

The (Contractor) acknowledges that U.S. Government 
funds are being used by the Government of to 
finance this purchase and certifies that no shipping cost has been 
incurred by this firm for exporting this materiel from the United 
States and no shipping cost is included in the sales price or other­
wise included in the invoiced amount for which payment is requested. 

12. Agrees that any penalty payment, refund, or other reimbursement due the 
purchaser pursuant to this Purchase Agreement will be paid to the U.S. Govern­
ment, for credit to the FMS trust. fund account of the purchaser. 

13. By signature below, the named individual hereby certifies: (1) that he· 
or she is the contractor or has actual authori ty to sign on behalf of the 
contractor and to bind the contractor with regard to a 11 agreements and certi­
fications contained ~ereon; (2) that this certificate and agreement is being 
signed and submitted for the purpose of receiving payment under terms of the 
above listed Purchase Agreement to be financed by U.S. Government loan funds; 
and (3) that the information provided in this Certification and Agreement is 
complete and correct. 

(Signature) (Date) 

(Typed name and title of person signing) 
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8. Loading port 
9. Discharge port 

10. Estimated ocean freight cost 
11. Proposed vessel(s) to be used 
12. Weight of shipment 
13. Cube measurement of shipment 
14. Original point of production 

C. Security Waivers. 

Consideration wilJ be given to waiver applications to authorize vessels 
flying the flag of the country to whom the agreement applies on the basis of 
reasonab 1 e security needs in rega rds to the ca rgo and the a rri va 1 of such 
cargo at its destination. A security waiver may be requested for a specific 
shipment or series of shipments under this agreement where sabotage may 
reasonably be expected or a state of emergency exists. 

Application for security waivers need not be submitted if a general 
waiver has been approved and the recipient country will use U.S. flag vessels 
to carryover 50 percent of the cargo under this agreement. Applications are 
required where a general waiver (1) has not been applied for, (2) has not been 
approved, or (3) has been approved but, on a shipment-by-shipment basis, use 
of reci pi ent country fl ag vessels wi 11 exceed 50 percent of the cargo under 
this agreement. If a general waiver has been approved, every effort should be 
made to ship those defense articles and equipment involving special security 
or safety requirements under the recipient country's portion of the cargo 
available under the general waiver. Therefore, waiver applications for 
security or safety reasons where a general waiver has been approved should be . 
submitted only under unusual circumstances. 

Applications on the basis of security must provide the specific security 
or safety requirements and information involved in the shipment(s) to be made 
at least 21 days in advance of the intended shipment(s) dates to enable 
verification of the security or safety requirements and to process the appli­
cation. 

The application should be provided by the recipient country to the Direc­
tor, Defense Security Assi stance Agency, Department of Defense, Washington, 
D.C. 20301, with a copy to the Director, Office of Market Development, 
Maritime Administration, U.S. Department of Transportation, Washington, D.C. 
20590. 

2.. In order to monitor the use of marine transportati on under thi s agree­
ment, pertinent information should be forwarded as early as possible but not 
later than 90 days after shipment to the Director, Office of Market Develop­
ment, Maritime Administration, U.S. Department of Transportation, Washington, 
D.C. 20590, for all shipments of goods financed in whole or in part with loan 
funds. The following information must be reported: 

(A) Date of Loan 
(B) FAS Value of Cargo 
(C) Manufacturer 
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B. Non-Availability Waivers. 

Consideration will be given to waiver applications to authorize use of 
foreign flag vessels in those cases of non-availability of United States flag 
vessels or in instances of non-availability of United States flag vessels at 
reasonable rates. 

Applications for non-availability waivers to permit use of recipient 
country flag vessels need not be submitted if a general waiver has been 
approved and the recipient country will use U.S. flag vessels to carryover 50 
percent of the cargo under this agreement. Applications are required where a 
general waiver (1) has not been applied for, (2) has not been approved, or (3) 
has been approved but, on a shipment-by-shipment basis, U.S. flag vessels are 
not available or not available at reasonable rates and shipments on non-U.S. 
flag vessels will exceed 50 percent of the cargo under this agreement. If a 
general waiver has been approved, every effort should be made to ship defense 
articles and equipment, where U.S. flag vessels are not available or not 
available at reasonable rates, under the recipient country's portion of the 
cargo available under the general waiver. .Therefore, applications for 
non-availability waivers, where a general waiver has been approved, should be 
submitted only under unusual circumstances. 

Applications on the basis of non-availability of vessels of United States 
regi stry must estab 1 ish and document that the reci pi ent country has made a 
reasonable, timely and bona fide effort to arrange shipment on vessels of 
United States registry and that such vessels are not available. Such applica­
tions must be submitted at least 21 days in advance of the intended shipping 
date to enable verification of non-availability of vessels of United States 
registry and to process the application. 

Applications on the basis of non-availability of vessels of United States 
registry at reasonable rates must establish and document all applicable 
comparative rates and should be submitted at least 21 days in advance of the 
intended shipping date to enable verification of non-availability of vessels 
of United States registry at reasonable rates and to process the application. 

Applications for non-availability waivers must be ·submitted on a 
shipment-by-shipment basis. Applications should be submitted to the Director, 
Defense Security Assistance Agency, The Pentagon, Washington, D.C. 20301, with 
a copy to the Director, Office of Market Development, Maritime Administra­
tion, U.S. Department of Transportation, Washington, D.C. 20590. 

Each application for a non-availability waiver should contain the follow­
ing information. 

1. Identification and address of the applicant 
2. Recipient country 
3. Date of loan 
4. Manufacturer and/or exporter 
5. List and description of commodities to be shipped 
6. FAS value of commodities 
7. Shipping date 

TABLE 9-111-3. (Continued) 
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TABLE 9-III-4 

DSAA SAMPLE LETTER TO PURCHASING COUNTRY APPROVING USE 
OF 

FMS LOAN FINANCING FOR DIRECT COMMERCIAL PURCHASES 

In reply refer to: 
1-_____ _ 

Dear Sir: 

Pursuant to the provlslons of Section 1.3 of the Loan Agreement 
between your Government and the U.S. Government, and in response to 
your recent request for loan financing of a purchase directly from a 
commercial firm, financing for the following purchase agreement is 
hereby approved: 

Supplier: 

Contract or Proforma Invoice number and date: 

Items to be purchased: 

Case Identifier 
Assigned to 

Thi s P·urchase 

Funds Previously 
Reserved For 

This Purchase 
Funding 
Revision 

Sincerely, 

Funds Reserved 
for This 
Purchase 

Chief, Financial Reports 
and Credit Program Division 
Office of the Comptroller 

TABLE 9-111-4. DSAA Sample Letter Approving Use of FMS Loan Financing. 
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(D) Freight Forwarder 
(E) Ocean Freight Cost 
(F) Name of Vessel 
(G) Vessel Flag of Registry 
(H) Date of Loading 
(I) Port of Loading 
(J) Port of Final Discharge 
(K) Cargo Description 
(L) Gross Weight of Cargo 
(M) Cubic Measurement of Cargo 

DOD 5105.38-M 

A properly rated and legible copy of the ocean bill of lading in English 
will suffice so long as all the above information is contained thereon. 

TABLE 9-111-3. (continued) 
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that fully support the c 1 a im for payment. To prevent unnecessa ry delays in 
the processing of payments to you, your firm must ensure that invoices are 
prepared fully in accordance with the requirements specified in the Contrac­
tor's Certification and Agreement, and that the invoices show the Case Iden­
tifier assigned to this Purchase Agreement. 

Payments will be made directly to your firm either by wire transfer or by 
U.S. Government check. Therefore, it is imperative that you provide to us 
your wire transfer address and your check mail ing address as quickly as 
possible. The wire transfer address must include your bank's name, street 
address, zip code, and the bank account name and number. Do not include your 
bank's routing number in your accountl number. The bank account number that 
you provide to us will be the only account used by the DSAA for payments made 
under this purchase agreement, unless your firm formally requests a change. 

Should refunds to the Borrower become necessary for any reason, from 
funds paid by the DSAA under this Purchase Agreement, such refunds must be 
made directly to the DSAA rather than to the Borrower. The DSAA will credit 
such refunds to the Borr,ower's Foreign Military Sales (FMS) Trust Fund Account 
for application on subsequent purchases' of U.S. defense articles or defense 
services. Refunds may be made either by check and mailed to the DSAA, or by 
wire transfer to the U.S. Treasury. Refunds by check should be accompanied by 
a letter identifying the Borrower, and the DSAA's case identifier. Checks 
should be made payable to the Treasury of the United States and mailed to: 

Defense Security Assistance Agency 
Architect Building, Suite 535 
1400 Wilson Boulevard 
Arlington VA 22209 

Refunds by wire transfer should be addressed as follows: 

Copy to: 

United States Treasury 
New York, New York 
0210-3000-4 
Treasury NYC/(5037) 
Defense Security Assistance Agency 
Refund from: (Company Name) for purchase made by the 
Government of under DSAA Case (Identifier) 

Sincerely, 

Chief, Financial Reports and Credit Program Division 
Office of the Comptroller 

Maritime Administration Embassy of ________ _ 
Office of Market Development (Rm. 7211) 
400 7th Street, S.W. 
Washington, D.C. 25090 

TABLE 9-111-5. DsAA Sample Letter to supplier Approving Use of FMS Loan 
Financing for Direct Commercial Pur~nases. (Continued) 
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TABLE9-III-5 

DSAA SAMPLE LETTER TO SUPPLIER APPROVING USE OF FMS LOAN FINANCING 
FOR DIRECT COMMERCIAL PURCHASES 

In reply refer to: 
1-

Dear Sir: 

The Defense Security Assistance Agency (DSAA) has approved the financing 
requested by the Government of (Borrower) for the purchase of 
defense arti cl es and defense servi ces to be made from your fi rm under the 
contract or proforma invoice (Purchase Agreement) noted below. The financing 
will be provided from funds available to the Borrower through a U.S. Govern­
ment loan. The amount of financing approved and the Case Identifier assigned 
to this Purchaser Agreement are also noted below. Any questions that you may 
have regarding this financing should reference the Case Identifier assi~ned to 
this Purchase Agreement. 

Contract Number Dated ---------------------- --------------------
Items to be PurChased: 

Amount of Financing Approved: $ ------------------------------------
Case Identifier Assigned: 

The amount of financing approved will be available to the Borrower for 
payment of thi s Purchase Agreement unl ess the Borrower defaults on either 
repayment of the loan or on other provisions of the loan agreement. Addition­
ally, although we have set aside loan funds in the amount shown above for this 
purchase, this reservation is for loan administration purposes only and should 
not be construed as a firm and irrevocable commitment to pay. The Borrower is 
not obligated to use U.S. Government loan funds in payment of this purchase; 
therefore, the Borrower could request a reduction of the amount reserved for 
your Purchase Agreement. In such event, however, we would endeavor to advise 
you of the Borrower's request prior to effecting the reduction. ' 

Although the U.S. Government is not a party to the subject Purchase 
Agreement, the DSAA ; s requi red to ensure that the Borrower uti 1 i zes loan 
funds only for the purposes intended by law, and for which the financing is 
approved. Therefore, in addition to providing the Contractor's Certification 
and Agreement, your firm will be required to provide invoices and waybills 

TABLE 9-111-5. DSAA Sample Letter to Supplier Approving Use of FMS Loan 
Financing for Direct Commercial Purchases 
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TABLE 9-1II-7 

CONTRACTOR'S CERTIFICATION AND AGREEMENT 
WITH 

DEFENSE SECURITY ASSISTANCE AGENCY 

Effective October 1985 

CONTRACT OR PROFORMA INVOICE ABSTRACT 
Contractor's Name and Address: 

Purchaser: Government of -------
Contract No. Date: 

RECIPIENT(s) OF COMMISSIONs OR OTHER CONTINGENT FEES 
Name Address Amount Paid/To Be Paid 

CONTRACTOR'S CERTIFICATION AND AGREEMENT WITH DEFENSE SECURITY ASSISTANCE 
AGENCY 

** 

The contractor, in entering into an agreement to sell defense articles, defense 
services, or design and construction services to the foreign government listed 
above as purchaser, hereby acknowledges that the sum to be claimed as due and 
owing under the contract or proforma invoice identified above (hereafter referred 
to as "Purchase Agreement") is to be paid, in whole or in part, to the contractor 
from U.S. Government loan funds made available to the foreign government under 
provisions of the Arms Export Control Act, as amended. In consideration of the 
receipt of such sum, the contractor certifies to, and agrees with, the U.S. 
Government, as represented by the Defense Security Assistance Agency (DSAA), the 
foll owing: 

1. Agrees that authorized representatives of the Government of the United 
States shall have access to and the right to examine any directly related books, 
documents, papers or records which involve transactions relative to this sale, 
prior to and as a condition to obtaining loan financing for the sale, during the 
sale, and for a period of three years immediately following receipt of the final 
payment made by the DSAA on the sale. The contractor also agrees to secure for 
the benefit of the U.S. Government, as may be required by the DSAA, coextensive 
rights of access and examination regarding its suppliers for subcontracts or 
purchase orders issued to those suppliers for this sale, except for those 
Purchase Agreements which were awarded by the purchaser on a competitive lowest 
responsive bid basis. 

TABLE 9-111-7. Contractor's Certification and Agreement with DsAA. 
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ESSENTIAL CONTRACT ELEMENTS 
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1. Elements that Must Be Included in the Contract: 

2. 

a. Country 

b. Complete identification of U.S. Contractor to include name, address, 
and telephone number 

c. Contract number 

d. Complete nomenclature of defense articles and description of 
services to be provided 

e. Complete description of quantities and price(s) 

f. Complete description of financial arrangements: 

- Unit prices - Down payment 

- Payment schedule (to include method of liquidating down payment 
based on deliveries) 

g. Identification of shipment terms 

h. Identification of any bonds or clauses that could result in a refund 
to the purchaser, such as, but not limited to: 

- Advance payment bond 

- Performance bond 

i. Acceptance (signatures) by both parties 

_. Progress payment bond 

- Liquidated damages 

Elements that Ma~ Be Included in the Contract, or Submitted bl the 
Contractor in aeparate Document to DsAA Prior to Approval 0 the 
Contract for FMS Credit Funding 

a. Identification of the non-U.S. origin components and services. 
However, raw materials and items procured by a manufacturer from 
both U.S. and foreign sources, which are not ordinarily segregated 
by origin, and are incorporated on an interchangeable basis into the 
manufacturer's products, need not be identified. 

b. Identification of offsets or countertrade requirements or 
agreements. / 

TABLE 9~III-6. Essential Contract Elements. 
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7. Agrees to identify the full amount of any down payment received under the 
Purchase Agreement in its accounting records as a down payment, to apply these 
funds solely to the performance of obligations under this Purchase Agreement, and 
to provide a clear audit trail on the use of these funds. Agrees to certify on 
the down payment invoice that payment requested does not exceed contractor costs 
incurred at the time of submission of invoice (plus termination liability, less 
profit, to be incurred prior to the first follow-on payment). 

8. Agrees that export transportation costs financed under terms of the Purchase 
Agreement will be paid only to steamship, barge, tug, and airline companies of 
United States of America registry. Amounts billed for such transportation shall 
be the cost for shipping only the articles provided under terms of the Purchase 
Agreement. 

9. Certifies that the cost of transportation, lodging, meals and other personal 
support costs incurred by or in behalf of the purchaser's personnel relating in 
any way to this contract will be paid by the purchaser, and that these costs will 
not be financed, in whole or in part, with FMS loan funds applied either directly 
or indi rectly. 

10. Certifies that the entire agreement which affects the contractual rela­
tionship between the contractor and the purchasing government relating to this 
Purchase Agreement consists of: (list articles, clauses, annexes, exhibits, 
appendices, letters, purchase orders, et~.) 

and that there are no other amendments, modifications, side letters, or sup­
plementary agreements relating to this Purchase Agreement. Agrees that· any 
future changes to the terms of the Purchase Agreement wi 11 be reported to the 
DSAA upon effect. 

11. Agrees that the contractor's invoices will be prepared in accordance with 
the relevant provisions of the Purchase Agreement and will be submitted through 
the purchaser for presentation to the DSAA for payment. 

a. As a minimum, the invoices must: (1) reflect the amount due and 
payment due date; (2) specify whether the amount billed is a down payment, 
progress/milestone payment, or delivery payment; (3) list the items and services 
delivered for which payment is requested; (4) indicate by a separate entry the 
transportation costs, if not included in the item price; (5) designate the FOB 
point and "ship to" address; (6) designate the address to where the payment 
should be sent; (7) if the billed amount consists of "cost, insurance and 
freight" for delivery of materiel to a dest.ination point outside the United 
States, provide the name of the carrier(s) of the materiel from the U.S. Port of 
Embarkation; and (8) be supported by a copy of freight bills, air waybills, or 
rated on-board bills-of-lading, fully accounting for the cost of inland and 
export transportation of the items covered by the invoice for which payment is 
requested. If the contractor pays for the transportation, whether the 
transportation cost is included in the price of the item or billed separately 

TABLE 9-111-7. (Continued) 
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2. Certifies that no rebates, gifts or gratuities have been given contrary to 
United States law to officers, officials, or employees of the purchaser by this 
contractor, its employees, or agents, intended to secure the Purchase Agreement 
or obtain favorable treatment under the Purchase Agreement, and agrees that no 
such rebates, gifts or gratuities will be given. Agrees to obtain and retain a 
certification and agreement to this effect from its subcontractors or suppliers. 

3. Agrees that the U.S. Government has the right to suspend the financing of 
this Purchase Agreement on the instruction of the purchaser, or for any suspected 
or confirmed misrepresentation or violation of any certification provided by this 
contractor to obtain such financing, without any liability accruing to the U.S. 
Government. 

4. Certifies that the materiel or components to be provided under the Purchase 
Agreement are predominantly of U.S. manufacture. Agrees that r if DSAA approves 
financing of a stated dollar value of non-U.S. origin components or services, 
this dollar value will not be exceeded. Certifies that all non-U.S. origin or 
non~U.S. manufactured items and components, and non-U.S. services procured or to 
be procured specifically for this Purchase Agreement are identified: 

(Mark the appropriate statement.) 

-- in the Purchase Agreement; 

in a document attached hereto; --
to DSAA under separate letter dated --- --

Agrees to notify the DSAA of any future changes to the identification of non-U.S. 
items, manufacture or services as a condition to receive U.S. Government funds 
under this Purchase Agreement. 

5. Certifies that the Purchase Agreement price includes only those commissions 
or other contingent fees listed above, which shall be paid to any and all agents, 
other than bona fide employees, to solicit or obtain this Purchase Agreement, or 
that if no recipients and payments are 1 isted above, the. contractor has not 
employed or retained any agent for such purpose who is to be paid from funds 
received by the contractor from the U.S. Government under the Purchase Agreement. 

6. Certifies that funds received by the contractor from the U.S. Government 
under the Purchase Agreement will not be used to purchase services, other than 
described in paragraph 5 above, utilized in the execution of the Purchase 
Agreement from non-U.S. contractors or individuals that are not resident in the 
United States of America, unless the financing of such services is expressly au­
thorized by the DSAA. 

TABLE 9-111-7. (Continued} 
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TABLE 9-111-8 

NOTIFICATION OF REQUIREMENTS FOR DIRECT ACQUISITION 
TO BE FUNDED WITH U.S. FMS LOAN FUNDS 

A. Country: 

B. Identification of Requirements: 

1. U.S. Defense Item or Service: 

2. Quantity: 

3. Estimated Program Cost (if known): $ -----------------
4. Projected date of submission of contract to DSAA for funding 

approval: 

C. Comments: (Include information regarding firms to receive bid 
requests and your competitive aCquisition process) 

TABLE 9-111-8. Notification of Requirements for Direct Acquisition to be 
Funded with U.S. FMS Loan Funds 
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to the Purchaser, bills-of-lading or air waybills must be submitted with the 
invoice for which payment is requested. A copy of the invoice for the cost of 
any insurance coverage on the shipment must also be submitted along with the 
shipping documents. 

b. If the purchaser is paying the export transportation cost with other 
than U.S. Government loan funds (i.e., the contractor is not paying for the 
export transportation cost), the contractor will submit a certification with the 
invoice as follows: 

The (Contractor) acknowledges that U.S. Government 
funds are being used by the Government of to 
finance this purchase and certifies that no shipping cost has been 
incurred by this firm for exporting this materiel from the United 
States and no shipping cost is included in the sales price or other­
wise included in the invoiced amount for which payment is requested. 

12. Agrees that any penalty payment, refund, or other reimbursement due the 
purchaser pursuant to this Purchase Agreement will be paid to the U.S. Govern­
ment, for credit to the FMS trust fund account of the purchaser. 

13. By signature below, the named individual hereby certifies: (l) that he 
or she is the contractor or has actual authority to sign on beha lf of the 
contractor and to bind the contractor with regard to all agreements and certi­
fications contained hereon; (2) that this certificate and agreement is being 
signed and submitted for the purpose of receiving payment under terms of the, 
above listed Purchase Agreement to be financed by U.S. Government loan funds; 
and (3) that the information provided in this Certification and Agreement is 
complete and correct. 

(Signature) (Date) . 

(Typed name and title of person signing) 

TABLE 9-111-7. (Continued) 
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intended shipping date to allow time to process the application. If a waiver 
is granted to allow the use of a third country flag vessel for a particular 
shipment under an existing general waiver, the cargo carried by the third 
country flag vessel shall be recorded against the recipient country flag 
vessels' portion of the cargo available under the general waiver. 

d. The application for a general waiver and subsequent waivers for 
the use of third country flag vessels should be submitted to the Director, 
Defense Security Assistance Agency, Room 4E841, Department of Defense, Wash­
ington, D.C. 20301, with a copy to the Director, Office of Market Develop­
ment, Maritime Administration, U.S. Department of Transportation, Washington, 
D.C. 20590. 

2. Non-Availability Waivers. 

a. Consideration will be given to waiver applications to authorize 
use of foreign flag vessels in those cases of non-availability of U.S. flag 
vessels or in instances of non-availability of U.S. flag vessels at reasonable 
rates. 

b. Applications for non-availability waivers to permit use of 
recipient country flag vessels need not be submitted if a general waiver has 
been approved and the recipient nation will use U.S. flag vessels to carry 
over 50 percent of the cargo under this ~greement. Applications are required 
where a general waiver (1) has not been applied for, (2) has not been ap­
proved, or (3) has been approved but, on a shipment-by-shipment basis, U.S. 
flag vessels are not available or not available at reasonable rates and 
shipments on non-U.S. flag vessels will exceed 50 percent of the cargo under 
this agreement. If a general waiver has been approved, every effort should be 
made to ship defense articles and equipment, where U.S. flag vessels are not 
available or not available at reasonable rates, under the recipient country's 
portion of the cargo available under the general waiver. Therefore, applica­
tions for non-availability waivers, where a general waiver has been approved, 
should be'submitted only under unusual circumstances. 

c. Applications on the basis on non-availability of vessels of 
U.S. registry must establish and document that the recipient nation has made a 
reasonable, timely and bona fide effort to arrange shipment on vessels of 
United States registry and that such vessels are not available. Such applica­
tions must be submitted at least 21 days in advance of the intended shipping 
date to enable verification of non-availability of vessels of U.S. registry 
and to process the application. 

d. Applications on the basls on non-availability of vessels of 
United States registry at reasonable rates must establish and document all 
applicable comparative rates and should be submitted at least 21 days in 
advance of the intended shipping date to enable verification on non­
availability of vessels of United States registry at reasonable rates and to 
process the application. 

e. Applications for non-availability waivers must be submitted on 
a shipment-by-shipment basis. Applications should be submitted to the Direc­
tor, Office of Market Development, Maritime Administration, U.S. Department of 
Transportation, Washington, D.C. 20590, with a copy to the Director, Defense 
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SECTION IV - TRANSPORTATION 

A. GENERAL. Public Resolution 17 (48 Stat. 500), 46 U.S.C. 1241-1, express­
es the sense of Congress that export cargo generated as a result of loan~ made 
by federal instrumentalities should be carried exclusively in U.S. flag 
vessels. FMS loan agreements, both 000 direct and FFB guaranteed, require 
that all items financed with these funds, which are transported by ocean 
vessel, shall be transported in privately owned vessels of U.S. registry 
unless a waiver of this requirement is granted by the DSAA or the Maritime 
Administration (MARAD), U.S. Department of Commerce. Section 901(b) of the 
Merchant Marine Act of 1936, as amended, 46 U.S.C. 1241, requires "at least 50 
per centum" of such cargo be transported on U.S. flag privately-owned vessels. 
When FMS LOAs are changed from cash financing to FMS credit financing it is 
the recipient's responsibility to assure that the U.S. flag shipping require­
ments are followed. 

B. MARINE TRANSPORTATION WAIVER PROCEDURES. The foll owi ng procedures and 
conditions shall be adhered to concerning marine transportation of defense 
articles, the purchase of which is to be financed under a loan agreement. All 
defense articles, which are transported by ocean vessel, shall be transported 
in privately owned vessels of U.S. registry unless a waiver of this require­
ment is obtained. Requests for waiver are categori.zed as general, non-
availability, or security as outlined below: . 

1. General Waivers. 

a. Consideration will be given to a waiver application to author­
ize vessels flying flags of the country to whom the loan agreement applies to 
participate in the transportation of cargo generated under the loan agreement 
provided the recipient country does not discriminate against U.S. flag vessels 
in the carriage of the exports or imports of the recipient nation. Approval 
may be granted for the recipient nation's vessels to carry up to, but not in 
excess of 50 percent of the cargo under this agreement. Ocean freight revenue 
is the main criterion for determining flag participation but ·cargo valuation 
shall also be taken into consideration. Accordingly, throughout the life of 
this agreement, U.S. flag vessels shall not receive less than 50 percent of 
the cargo valuation and ocean freight revenue insofar as practicable. 

b. Applications for general waiver should be submitted as soon as 
practicable after determination has been made to use the recipient country 
flag vessels but at least twenty-one (21) days in advance of intended shipping 
dates to enable verification of the treatment accorded vessels of U.S. regis­
try and to process the application. 

c. Subsequent to the granting of a general waiver, if it occurs 
that neither the U.S. flag vessels nor recipient country flag vessels are 
available, consideration will be given to specific waiver applications to 
authorize, on a shipment-by-shipment basis, the use of third country flag 
vessels. Applications for the use of a third country flag vessel under an 
approved general waiver should be submitted at least 21 days prior to the 
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C. REPORTS TO U.S. DEPARTMENT OF TRANSPORTATION. In order to monitor the 
use of marine transportation under this agreement, pertinent information 
should be forwarded as early as possible but not later than 90 days after 
shipment to the Director, Office of Market Development, Maritime Administra­
tion, U.S. Department of Transportation, Washington, D.C. 20590, for all 
shipments of goods financed in whole or in part with credit and/or Guaranteed 
Loan funds. The following information must be reported: 

1. Date and source of loan (FFB, etc.) 
2. FAS value of Cargo 
3. Manufacturer 
4. Freight forwarder 
5. Ocean freight cost 
6. Name of vessel 
7. Vessel flag of registry 
8. Date of loading 
9. Port of loading 
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Security Assi stance Agency, Room 4E481, Department of Defense, Washington, 
D.C. 20301. 

f. Each application for a non-availability waiver should contain 
the following information: 

(1) Identification and address of the applicant 
(2) Recipient country 
(3) Date and source of loan (FFB, etc.) 
(4) Manufacturer and/or exporter 
(5) List and description of commodities to be shipped 
(6) FAS value of commodities 
(7) Shipping date 
(8) Loading port 
(9) Discharge port 

(10) Estimated ocean freight cost 
(11) Proposed vessel(s) to be used 
(12) Weight of shipment 
(13) Cube measurement of shipment 
(14) Original point of production 

3. Security Waivers. 

a. Consideration will be given to waiver applications to authorize 
vessel s flying the fl ag of the country to whom the agreement appl ies on the 
basis of reasonable security needs in regards to the cargo and the arrival of 
such cargo at its destination. A security waiver may be requested for a 
specific shipment or series of shipments under this agreement where sabotage 
may reasonably be expected or a state of emergency exists. 

b. Application for security waivers need not be submitted if a 
general waiver has been approved and the recipient nation will use U.S. FLag 
Vessels to carryover 50 percent of the cargo under this agreement. Applica­
tions are required where a general waiver (1) has not been applied for, (2) 
has not been approved, or (3) has been approved but, on a sh i pment-by­
shipment basis, use of recipient country flag vessels will exceed 50 percent 
of the cargo under this agreement. If a general waiver has been approved, 
every effort should be made to ship those defense articles and equipment 
involving special security or safety requirements under the recipient coun­
try's portion of the cargo available under the general. waiver. Therefore, 
waiver applications for security or safety reasons where a general waiver has 
been approved should be submitted only under unusual circumstances. 

c. Applications on the basis of security must provide the specific 
security or safety requirements and information involved in the shipment(s) to 
be made at least 21 days in advance of the intended shipment(s) dates to 
enable verification of the security or safety requirements and to process the 
application. 

d. The application should be provided to the Director, Defense 
Security Assistance Agency, Room 4E481, Department of Defense, Washington, 
D.C. 20301, with copy to the Director, Office of Market Development, Maritime 
Administration, U.S. Department of Transportation, Washington, D.C. 20590. 
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i. Orientation Tours (OT). When requesting DSAA approval for 
orientation tours/visits to various U.S. military installations and activ­
ities, certification by the U.S. ambassador of the importance of the tour to 
the country's effort must be provided with supporting rationale, to include 
proposed itinerary and areas of interest. 

j. English Lan~uage Training (ELT). Except as specifically 
authorized elsewhere in thls chapter, English language training not in support 
of the in-country ELT program or in support of specific U.S. training. 

k. Non-Utilization of Skills. Any training where, on the basis of 
experience, it appears unlikely that the skills produced will be utilized 
properly by the requesting country. 

1. Po 1 ice Tra i ni ng and Related Programs. Any police. i nterna 1 ** 
intelligence or surveillance, or civilian law enforcement training conducted 
in a foreign country or in the U.S., as indicated by restrictions placed on 
such training by Section 660 of the FAA. "Pol ice" as used in this prohibition 
includes' military as well as civilian police if the military police perform 
civilian law enforcement functions. Neither the name given to a unit by the 
foreign government nor the ministerial authority under which it operates is 
sufficient in and of itself to determine whether a particular force is a 
"police unit." The determining factor is the nature of the function performed 
by that unit. Certification is required from the country that the student(s) 
to attend military police training will not be involved with or assigned to a 
unit performing in any civilian law enforcement functions for a period of at 
least two (2) years. The following guidance is provided to assist SAOs in 
forwarding country police training certifications: 

MilDeps. 
training 
received 

(1) SAOs may forward programming data for police training to 
Funding by DSAA will occur after receipt of required country pol,ice 

certification or SAO message stating country certification has been 
and has been forwarded to DSAA. 

(2) Certifications in a language other than English must be 
accompanied by an English translation. 

(3) Certification must include student name/rank, course 
title, MASL ID, host country service and WCN. 

(4) Certification must be signed by appropriate host country 
official. 

The following is a sample certification statement: 

"The Government of (country) certifies that (student name/rank) , 
who is scheduled to attend (course title/MASt 10) under weN 

(number) , is a member of (host country service) and will not be 
involved with or assigned to a unit performing in any civilian law 
enforcement functions for a period of at least two years following 
completion of training listed above." 

A similar certification is required for any training provided on an individual 
rather than a unit basis, if the individual is from a unit which performs 
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a. Trainin not Related' to Objectives. Training which' is not 
clearly relate to ac levement 0 teo Jectlves set forth in paragraph C 
(above). 

b. Training for the Purpose of Obtaining a De~ree. This consti­
tutes training at U.S. military or civilian schools leadlng to a Bachelors or 
Masters degree, or credits toward such degrees, as opposed to specific mili­
tary training. Training leading to a Doctoral degree or which is at the Ph.D. 
level is not eligible for IMET funding. The justification should include the 
rationale for providing the training under IMET and not FMS, an indication of 
the benefits to both the country and the U.S., and a statement regarding the 
intended utilization of the FMT after completion of the training. Finally, 
the justification should also include the number of IMET graduates and/or 
students that have been enrolled in the same curriculum or field during the 
previous ~ive years, to include students undergoing training, and why it is 
considered necessary to train additional personnel. (Note: DSAA approval for 
degree level training at U.S. military or civilian schools is contingent on a 
specific and demonstrated country requirement which necessitates education up 
to and including a master's degree for persons who perform designated func­
tions). See also, sub-paragraph "s" (below). 

c. Training at U.S. Civilian Schools. All training at U.S. civi­
lian schools. 

d. Training of Civilians. All training for which civilians are 
nominated or proposed under IMET must be approved by DSAA. A justification 
including the following information should be submitted to DSAA: 

(1) A description of the civilian's relationship to the foreign 
country's defense establishment. 

(2) A description of the student's current or future functions 
and responsibilities and the justification for the training requested. 

(3) Whether the civilian will remain in the position for which 
trained for a sufficiently long period to warrant the expenditure of IMET 
funds. Normally, a minimum of three years is considered adequate. 

e. Non-Career Personnel. Training in the U.S. for military per­
sonnel without career status. 

f. Skills Used in Civil Sector or for Civic Action. Training in 
basic skills normally used by both the military and civilian sectors; also 
training which, even though uniquely military in nature, is primarily for the 
purposes of civic action or nation building. 

g. Availability of In-Country Facilities. Training available in 
country at military or ciVilian educational and training facilities, or any 
training for which the foreign country possesses the technical competence and 
economic capability to establish in-country training facilities, exclusive of 
Professional Military Education and Training. 

h. Sufficient Trained Personnel Available. Training already 
provided in a quantity which, taking into account reasonable attrition, is 
sufficient to meet the military requirements of the requesting country. 
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on-going civilian law enforcement functions. See also Chapter 2, Section IV, 
"Special Provisions," para. A.8. 

m. Intelligence and Other Sensitive Trainin~. The scope of 
military intelligence training normally available to rTs is limited to that 
which is directly related to combat or operational intelligence. Tactical 
intelligence training provided under security assistance programs will not be 
extended to include training in support of national intelligence programs of 
foreign countries. All requests for intelligence training provided by the 
MILDEPs will be reviewed carefully by the cognizant MILDEP to ensure ~ompli­
ance with this paragraph. Other potentially sensitive training requests 
should be addressed to DSAA for appropriate guidance, processing, or decision. 
Requests for the Combined Strategic Intelligence Training Program (CSITP) 
should be addressed to the Defense Intelligence Agency (ATTN: DIC). Requests 
which include IMETP funds to support attendance at CSITP must be justified 
with information copies to DSAA and HQ USAF. See also 'Chapter 2, Section IV, 
"Special Provisions," paragraph A.8. 

dua 1 sin 
Trainin. Repeated participation by foreign indivi-

~~----~--~~ e same training courses. 

o. in Su ort of FMS E ui ment. Training in support of 
FMS equipment e programme an accomplished as a part of the 
overall FMS agreement. IMET should not be used to support major equipment 
purchases unless specifically approved by DSAA and included as a part of the 
FMS agreement. 
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government. Shipment will be by surface common carrier. Air freight may be 
used only when surface common carrier is not available. 

6. Uniforms and Personal Clothing. Except for charges for uniforms 
required for students in the Inter-American Air Forces Academy (1AAFA), fur­
nishing uniforms or any items of personal clothing, other than special items 
of training clothing or equipment, is not authorized. 

7. Visits to Canada and Mexico. Foreign trainees attending instruction 
in the CONUs may be authori zed vi s its of not over 72 hours to Canada and 
Mexico. They must comply with all immigration and customs regulation~. Such 
visits will not affect the trainee living allowances. 

8. Dependents of Trainees. Dependents will be discouraged from accom­
panying or joining trainees except in those cases where the MILDEP concerned 
determines for specific trainees and courses that housing and other amenities 
are available and presence of dependents will make an important contribution 
to the student's learning experience. Where dependents are authorized by the 
MILDEP,. i.e., for officers attending selected courses as indicated in Note 4 
.of Table 10-11-2, a living allowance may be paid in accordance with rates 
established in this table. In no event, however, will transportation of 
dependents be at U.S. expense. 

9. FMT and Dependent Employment. F~Ts and alien dependents of FMTs 
are not allowed to seek employment during their stay in the United States. 
U.S. Embassy and/or security assistance personnel should make every attempt to 
explain this fact to FMTs at predeparture briefings in order to discourage 
such employment. In this connection, U.S. country team personnel should take 
all action necessary to insure that passports with A-2 Visas or related 
documents concerning FMTs and their al ien dependents are not annotated with 
"Employment Authorized." 

10. Disposition of FMTs in Event of In the event of a 
national emergency, proce ures an po lCY or t e lsposition of trainees and 
other foreign military visitors in the U.S. and at U.S. installations abroad 
will be promulgated by DSAA. 

G. EXTRAbRDINARY EXPENSES. Extraordinary expenses (budget project N60) are 
defined as those expenses incident to representational activities for FMTs. 
They include costs of commandant's welcome, receptions, banquets for civilian 
and military sponsors, class/seminar dining-ins, faculty-student luncheons, 
graduations, and other similar activities which bridge cultural differences 
at1d enhance the relationship between school officials, local community sup­
porting participants, and foreign students while attending courses of instruc­
tion in U.S. and overseas facilities. N60 funds are limited by legislation 
contained in Section 636{g) of the Foreign Assistance Act of 1961 and related 
appropriation acts. 

1. Use in Connection with IP and Orientation Tours. Extraordinary 
Expense funds may also be used for activities described in paragraph G (above) 
in connection with IP and orientation tours. Conditions contained in Section 
E.6. will guide such arrangements. The expenditures of N60 funds for other 
than students sponsored under IMET is not authorized. However, joint activ­
ities with FMS funded foreign trainees are often cost effective. In that 
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2. 50 pounds for all other courses. 

(b) Packing and Labelling. This material is to be 
packaged and labelled at the training installation and shipped via the most 
expeditious means to the SAO of the country for delivery to the FMT, or to the 
official address for classified material. A copy of the student's ITO will be 
placed inside the package. Use of the APO/FPO address of the sponsoring SAO 
is authorized; packages must be addressed to the SAO, not to the FMT. 

(c) Personal/Unauthorized Matter. The training installa­
tion will ensure that no personal effects or other unauthorized matter is 
shipped with the instructional material. 

(d) Cost to Students. Students wi shi ng to send thei r 
instructional materials via international mail, and/or send instructional 
materials in excess of the total maximum allowance, will do so at their own 
expense. 

b. Unauthori zed Ba~ga,e. Shi pment of baggage in excess of the 
weight allowance contained ina( ) above is not authorized. Disposition of 
unauthorized baggage will be made at the expense of the trainee or his govern­
ment. Commanding officers of the training or administrative installation 
should ensure that unauthorized baggage is shipped at the trainee's expense 
prior to his departure from the installation. Trainees reporting to ports of 
departure with unauthorized baggage will be requested to forward the unauthor­
ized baggage by commercial means at their expense. If~ lack of time prohibits 
this, unauthorized baggage will be taken into custody by the traffic represen­
tative, and the trainee will be given a receipt for the baggage. The trainee 
will remain on the scheduled fl ight or carrier. After departure of the 
carrier, the traffic representative will deliver the unauthorized baggage to 
the nearest appropriate foreign consulate. . 

c. Guest Instructors at Panama Canal Area Military Schools (PACAMS 
[SCIATTS and IAAFAJ) and coNOs-OsARSA. 

(1) Costs incidental to the use of foreign guest instructors ** 
at SCIATTS and IAAFA are to be included in the operating co~ts of activities 
utilizing guest instructors and included in course tuition costs. Costs 
incidental to the use of foreign guest instructors at CONUS-USARSA are to be 
included in the USARSA fixed operating budget and not included in course 
tuition costs •. These costs include travel of guest instructors and their 
authorized dependents, shipment of household goods and living allowance in 
accordance with Table 10-11-2. 

(2) Shipment of household goods from the Panama Canal area or * 
CONUS to their home country is authorized for Latin American guest instructors 
who have completed a tour of duty at PACAMS or USARSA. The n~t weight allow­
ance is 2000 pounds for married guest instructors and 200 pounds for single 
guest instructors. A net weight allowance of 4,000 pounds is authorized for 
married Latin American guest instructors when assigned as Deputy Commandant. 
In additi6n to net weights listed above, weight allowances are authorized for 
crating and packing materials on the same basis as for U.S. military personnel 
and in accordance with the JTR. Shipment of household goods in excess of 
authorized net weight will be at the expense of the guest instructor or his 
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case, IMET N60 funds and IP funds are pro-rated on the basis of respective 
number of IMET and FMS students. 

2. Determining Amount. In determining the amount of N60 funds intended 
to be used for representational type activities, the following guidelines 
pertain: 

a. Basic Allowance. An amount of $1.00 for each officer and 50 
cents for each enlisted trainee per course week is allowed. 

[This space left blank intentionally.] 

10-26.1 Change No.6, 1 March 1986 



Category 

PME 
MGT 
PGS 
UPT/FLT 
TECH 

OT 
OCONUS 
TEAMS 
SUPPORT 

Description 

Officer Professional Military Education 
Officer Management 
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Officer Postgraduate/Degree Related Training 
Undergraduate Pilot and Other Flight Training 
Technical, Operations, Maintenance, Medical and 
Enlisted Training 
Orientation Tours 
OCONUS Student Training 
Mobile Training Teams and Field Training Services 
English Language Equipment, Materials, PCH&T, Medical 
Lines and other Training Support 

L. PROGRAM DEVELOPMENT AND SUBMISSION. 

1. Purpose. The following provides guidance and instructions governing 
the preparation and submission of detailed program data, including changes 
thereto., and the conversion of these data into approved and funded programs 
authorized for implementation by the MILDEPs. Further, more specific program­
ming guidance is contained in paragraph K of this section. 

2. Development Guidance. 

a. Sources.' In addition to guidance and instructions contained in 
this manual, the following documents provide information for the development 
of· training programs: (1) The Military Articles and Services List (MASL), 
and (2) JSAT Regulation (AR 12-15, OPNAVINST 4950.1H, and AFR 50-29). 

** 

b. Refi nements of Budget Yea r Program. The refi nement of the­
budget year program should be accomplished at the training workshops. The 
workshops are hosted by the Unified Command, with representation from DSAA and 
MILDEPs for the purpose of determining training capabil ity and to provide 
pol icy and procedural and technical advice concerning the programs proffered· 
by the SAOs on behalf of their host countries. MILDEPs submissions of refined 
budget year and plan year training requirements resulting from the training 
workshop review will .be completed and processed to DSAA by 15 April. 

c. Availability of Detailed Data to MILDEPs. Detailed training 
data for the first plan year program will be made available by SAOs to MILDEPs 
for processing to DSAA by 15 September, or as may be directed. 

3. General Prog amming Instructions. In addition to individual courses 
of instruction available from MILDEPs for foreign students, other categories 
of training assistance which may be required in developing the program are 
contained in the MASL in line-item detail. A summary of all categories of 
training NI0 through N70 is shown in Appendix 0, Table 0-9 of this manual. 
This summary provides a reference for identifying specific training contained 
in the MASL. 

4. Submission of Program Data. Training requirements under IMET will 
be recorded in the DSAA 1000 system. Training data for these programs will be 
maintained current by continual updating by the SAOs. 
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level with priority 0 having the higher priority. Valid training priority 
coded 0 and E is defined as training in keeping with IMET policies and objec­
tives, that MILOEPs can accommodate, for which the host country can provide 
qualified candidates and which has a dollar value that the SAO can reasonably 
expect to receive at mid-year/end-of-year if funds are available. In most 
cases, this should not exceed approximately 10 percent of the budget level. 
SAOs should code all training lines in a WCN series to reflect the code of the 
program line with the highest priority within that series. 

3. Initial Fundinr of Current Year Training Pro~ram. As soon as the 
apportionment of IMETPunds is received from the Offlce of Management and 
Budget, OSAA will fund all priority codes A, B, and C within the apportioned 
funding/allocation level. SAOs should ensure that priority codes are appro­
priately adjusted so that the total of all priority A, B, and C training lines 
equals the allocation level. Adjustment of prioritization will be required if 
the apportionment level is less than the budget request level. 

4. Additions/Increases to Current Year Program. If subsequent ad­
ditions/increases to current year programs will cause the funded program to 
exceed the country allocation level, the SAO should simultaneously (1) submit 
deletions of funded lines sufficient to offset requested funding and/or (2) 
forward programming to lower the priority codes of selected funded lines to 0 
or E. In the latter case, OSAA will withdraw funding of those lines and they 
will remain the program in an unfunded status. . 

5. Mid-Year Review of IMET Allocation Levels. :Unified Commands will 
provide comments and recommendations concerning the status of individual 
country IMET allocation levels to OSAA by 15 May. Unified Commands will (1) 
identify those countries that will not be able to utilize all of their cur­
rently allocated IMET levels and recommend revised country allocation levels; 
(2) identify those country programs that have valid training requirements (as 
defined in paragraph 2 above) above currently allocated IMET levels and 
recommend corresponding increases to country allocation levels; and (3) those 
country programs that will require no change in allocation levels. Recommen­
dations for increases will be prioritized within .each Unified Command. 
Unified Commands will ensure that SAOs submit appropriate program addi­
tions/changes reflecting priority codes 0 or E and quarter ·availability no 
earlier than the fourth quarter for those countries that are recommended for 
increases. 

6. End-of-Year Review of IMET A.llocation Levels. Unified Commands will 
provide comments and recommendations concerning the final country IMET allo­
cation levels to OSAA by 1 August. The same procedures used for the Mid-Year 
Review will apply. 

7. Training Analysis Codes. Training Analysis Codes allow training ** 
.program data to be grouped by categories that facil itate analysis of. country 
IMET programs as they relate to overall IMET objectives. These codes replace 
the material-oriented generic code structure for training and enable the 
training community to match country requirements with policy considerations, 
particularly in the preparation of two year training plans and training 
AIASA's. A complete listing of all Training Analysis Codes is at Table 
10-11-4. The nine primary analysis code categories are: 
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a. Channels of Submission. SAOs will submit initial budget year 
IMET requi rementsdata and a" subsequent chanqes thereto directly to the 
MILDEPs, with information copies to DSAA and the Unified Command. The MILDEPs 
will review submissions for availability of the training requested and trans­
mit accepted requirements to DSAA. 

b. Submission of Final Final 
current year program c anges lncreases an or a ltlons to program 
requirements must be submitted by SAOs to MILDEPs in proper program change 
format no later than 5 August and be forwarded by MILDEPs to arrive in DSAA 
not later than 15 August in order to be considered during the end-of-year 
closeout of that program on 30 September. To accomplish this, SAO program 
changes must arrive at the appropriate MILDEP agency no later than Monday of 
the week before 15 August. Only changes justified as an urgent requirement 
will be considered after the 15 August cutoff date. These must be approved 
prior to submission by DSAA and approval will be contingent upon sufficient 
time rema i ni ng to process the change and ob 1 i gate funds by the end of the 
fiscal year. 
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ER Other Language Training (non-English) 
ES Cty Liaison/Exchange 
ET Interpreters CONUS 
EU Other non-Mgt/Enl 
EV Unidentified CONUS Tng 

(6) Orientation Tours 
FA OT-DV 
FB OT-Non DV 
FC OT-Other 

B. OCONUS TRAINING 
GA PME 
HA Management 
IA Flight 
IB Tech/Maint 
IC Operations 
ID Medi ca 1 
IE Correspondence Course 
IF OTs 
JA Other 
JB Unidentified OCONUS 

C. MOBILE TRAINING TEAMS AND FIELD TRAINING SERVICES 
KA MTT-PME 
KB MTT-Management/General 
KC MTT-Intelligence/EW' 
KD MTT-Medical 
KE MTT-Police/Security 
KF MTT-Comm-Elect Mgt BT 
KG MTT-Logistics Mgt 
KH MTT-Engineering 
KI r~TT -Pers/Manpower/Anal 
KJ MTT-Administration 
KK MTT-Maint Mgt 
KL MTT-English Language 
KM MTT-Instructor/MOI 
KN MTT-Aviation 
KO MTT-Combat Operations 
KP MTT-Non-Combat Operations 
KQ MTT-Maintenance/Repair 
KR MTT-Missile 
KS MTT-Comm-Elec 
KT MTT-Ship Transfer/Tng 
KU MTT-Other 
KV MTT-Survey 
KW MTT-Excess Baggage 
KX MTT-MTT-Traininq Aids 
KY MTT-Lang Lab Install 
KZ MTT-Supply Tech 
K1 MTT-Wpns/Munitions/Arms 

TABLE 10-11-4. (continued.) 
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TRAINING ANALYSIS CODES. 

A. CONUS TRAINING 

(1) Officer Professional Military Education 
AA PME-Senior Level 
AB PME-Mid Level 
AC PME-Basic 

(2) Officer Management Related Training 
BA Defense Management 
BB Intel 1 igence/EW 
BC Police/Security 
BD Comm-Elect Mgt 
BE Logistics Management 
BF Engineering Mgt 
BG Pers/Manpower/Anal 
BH Administration 
BI Maintenance Mgt 
BJ Computer/ADP Mgt 
BK Finance/Accounting 
BL Other Mgt 

(3) Officer Postgraduate and Degree Related Training 
CA Postgraduate/Degree 

(4) Undergraduate Pilot and Other Flight Training 
DA UPT/Flt High Cost 
DB Other Flt 
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(5) Technical Operations, Maintenance, Medical and Enlisted Training 
EA Aviation Non-Flt 
EB Aviation Maintenance 
EC Tech/Maintenance 
ED Operations 
EE Missile 
EF Comm-Elect 
EG Logistics/Supply-Enl 
EH Computer/ADP Enl 
EI Police/Security-Enl 
EJ Administration-Enl 
EK Mgt Related-Enl 
EL Instructor 
EM Medical 
EN Damage Control 
EO Contractor 
EP English Language Prerequisite 
EQ English Language Admin 

TABLE 10-11-4. TRAINING ANALYSIS CODES. 
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SECTION III - RECIPROCAL EXCHANGE TRAINING 

A. PURPOSE. 

1. This section provides information and general guidance for the 
conduct of reciprocal professional military education and unit exchanges. 

2. Detailed implementing instructions will be provided by each military 
department. . 

B. PROFESSIONAL MILITARY EDUCATION (PME) EXCHANGE TRAINING. Section 544 of 
the Foreign Assistance Act of 1961, as amended, authorizes reciprocal ex­
changes between U.S. PME institutions and comparable institutions of foreign 
countries and international organizations. Security assistance funds are not 
authorized for this purpose. PME exchange must be pursuant to an internation­
a 1 agreement whi ch provi des for the exchange of students on a one-for-one 
reciprocal basis during the same fiscal year. The Joint Security Assistance 
Training Regulation provides detailed implementing instructions, to include 
t.he prescribed international memorandum of agreement to be used for this 
purpose. PME exchange requests will be forwarded to the appropriate military 
department for action and for information to DSAA (ATTN: COMPT/TMD). 

C. UNIT EXCHANGE TRAINING AND RELATED SUPPORT. Section 30A of the Arms 
Export Contro' Act authori zes reci proca' unit exchanges and related support 
between the U.S. and foreign countries and international organizations. The 
related reciprocal training and support must be pursuant to an international 
agreement and be provided within one year. Should the foreign country or 
international organization not provide comparable training and support, the 
U.S. must be reimbursed for the full costs of training and support provided by 
the U.S. The Joint Security Assistance Training Regulation provides detailed 
implementing instructions, to include the prescribed international memorandum 
of agreement to be used for this purpose. Requests for unit exchanges will be 
forwarded to the appropriate military department for action and for informa­
tion to DSAA (ATTN: COMPT/TMD). 

D. REPORTS. By 1 January each year the military departments will provide 
the fo 11 ow; ng reports for PME and unit exchanges conducted duri ng the pre­
ceding U.S. fiscal year. The PME report will be provided to DSAA (ATTN: 
COMP/TMD) with an information copy to the OASD Comptroller (Accounting 
Policy). The unit exchange report will be provided to the OASD Comptroller 
(Accounting Policy) with an information copy to DSAA (ATTN: COMP/TMD). At a 
minimum, the report will include, by country, the number of exchanges and, for 
each exchange, the subject or purpose of the exchange, the number of persons 
included in the exchange, the cost/comparable value of each of the exchanges, 
and, if appl icable, action taken to recover the cost of any exchanges which 
were not reciprocated during the fiscal year in question. 
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D. 

Kg MTT-Misc/Unidentified 
LA FTS-Aircraft Eng/Airframe 
LB FTS-Comm-Elec 
LC - FTS-Radar Systems 
LD FTS-Armament 
LE FTS-Maintenance 
LF FTS-Training Aids/Devices 
LG FTS-English Language 
LH FTS-Mi s s il e 
LI FTS-Other 
LZ FTS-Misc/Unidentified 

SUPPORT 
MA 
MB 
MC 
MD 
ME 
MF 
MG 
MH 
MI 
NA 
NB 
NC 
ND 
OA 
OB 
OC 
OD 
OE 
OF 
OG 
OH 
01 
OJ 
OK 
OL 

Training Exercises 
Escort Officer 
Supplies/Materials 
Facilities/Rehabilitation 
Services 
Medical Cost-CONUS 
Medical Cost-Overseas 
Instructor Material 
Other 
Extraordinary Expenses 
Training U.S. MAP Personnel 
Training Support'MAAG/Command 
Training Support Department of State 
English Language Labs (ELL) 
ELL Spares 
ELL Support Equipment 
ELL Books/Tapes/Pubs 
ELL PCH&T 
Other Training Aids. 
Army Books/Tapes/Pubs 
Navy Books/Tapes/Pubs 
AF Books/Tapes/Pubs 
Army PCH&T 
Navy PCH&T 
AF PCH&T 

TAgLE 10-11-4. {Continued.} 
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(2) Satisfy required initial d~posits on specific LOAs. (MAP 
portion of financing will be identified in Block 27 of LOA.) 

(3) Liquidate arrearages of 90 days or more on customer DO Form 
645 FMS Billing Statements issued quarterly (at specific direction of DSAA 
Comptroller only). 

(4) Offset current amounts due and payable on DO Form 645 FMS 
Billing Statements (at specific direction of DSAA Comptroller only). 

SAAC must ensure that adequate procedures and controls are available to 
preclude refunds of merged MAP funds to the foreign purchaser. 

d. MAP Fund Accounting and Reportin~. The DSAA FR&CPD will main­
tain records of obligations and transfers ofunds made on the basis of SF 
1081s and report to the Treasury {at the appropriate level} in compliance with 
Treasury Fiscal Requirements Manual. 

e. MAP Restr·ictions. Procurements financed by merged MAP funds 
.will not be governed by the delivery procedures and reversionary rights 
requirements applicable to the FY 1981 and prior year MAP. Delivery deadlines 
will not be establ ished for purchases financed with FY 1982 and subsequent 
year merger funds. Procurement and delivery will be carried out in accord~nce 
with FMS procedures. Offshore procurement (OSP) under FMS cases funded with 
merged MAP funds is restricted by AECA, Sec. 42(c) (see Chapter 9, Section 
III, paragraph J). Reversionary title rights will not accrue to the U.S. on 
any. defense article sold under FMS procedures even when merger funds may have 
been used to finance the purchase in whole or in part. Accordingly, the 
recipient countries will not be required, as they are under FY 1981 and prior 
year MAP, to return the article to the U.S. when the article is no longer 
needed. Restrictions on transfers to a third party, however, will continue to 
apply, as they do to all defense articles and services sold under FMS. 

f. Excess Defense Articles (EDA). Recipients of merged MAP funds 
are not eligible for the grant of EDA. They may, however, purchase EDA under 
FMS procedures. 

2. MAP Financed LOAs for Defense Services. P.L. 99-83 amends Section 
503A of the Foreign Assistance Act (FAA) of 1961, as amended, and provides for 
elimination of the cost of military pay and entitlements if the sales case for 
defense services including training or for design and construction services is 
totally financed by MAP. Effective 1 October 1985, services provided under 
Se~tions 21, 22, or 29 of the AECA shall be priced to exclude military pay and 
entitlements (including retired pay accrual) only for those cases citing MAP 
funds as the exclusive method of funding in Block 27 of the DO Form 1513. 
This pricing applies when services are performed regardless of the date of the 
DO Form 1513. Any subsequent amendment or modification serving to reduce the 
MAP method of funding below 100 percent shall require repricing to add 
military pay and entitlements to the entire case. 

3. Exceptions. The guidance provided above does not apply to FY 1981 
and prior MAP programs, to those general costs funds programmed in FY 1982 and 
subsequent years which are intended for the close-out of those progrQ-ms', or to 
emergency drawdowns authorized under Section 506(a) of the Foreign Assistance 
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CHAPTER ELEVEN 

MILITARY ASSISTANCE PROGRAM (MAP) 

SECTION I - USE OF MAP FUNDS TO FINANCE FOREIGN MILITARY SALES 

A. GRANT AID (MAP) FUNDING. Thi s chapter provi des impl ementi ng procedures 
for the utilization of MAp funds to finance FMS. 

1. Legislation. Effective with the FY 1982 MAP appropriation, the FAA, 
Section 503(a)(3) authorizes the transfer of MAP funds to the FMS Trust Fund 
(Account 8242) for merger wi th country trust fund depos its. The 1 aw also 
stipulates that these MAP funds are to be used solely for payment on obliga­
tions qf the recipient country for purchases from the U.S. Government made 
under the AECA. FY 1982 and subsequent MAP appropri ations, except to the 
extent utilized for prior year supply operations, administrative expenses, and 
the FAA, Section 506(a) reimbursements, will be implemented under Section 
503(a)(3) procedures. These MAP funds may not legally be used for either (1) 
funding direct commercial purchases, or (2) financing interest or repayments 
of principal or guaranty fees with respect to Federal Financing Bank loans. 
Funds must be obligated within the period of availability prescribed in t.he 
annual appropriation act or the Continuing Resolution Authority (CRA). 

a. Allocation. The State Department determines which country 
shall receive a MAp fund allocation and the amount, through inter-agency 
coordination on a country-by-country basis. When the allocation is deter­
mined, State prepares a program justification for each country that is to 
receive MAP funds, and submits these to the Office of Management and Budget 
(OMB), requesting apportionment. OMB reviews requests and submits the ap­
proved apportionment to the DSAA, Comptroller. 

b. Transfer of Funds. Upon receipt of an approved apportionment 
of MAP funds from OMB, the OSAA Budget Di vi sian wi 11 : 

(1) Allocate funds from the MAP parent account to the transfer 
account, where they become available for transfer to the FMS Trust Fund. 

(2) Prepare a SF 1081 (Voucher and Schedule of Withdrawals and 
Credits), charging the MAP apporpriation and crediting the FMS Trust Fund 
Receipt account. This document will serve to obligate and expend MAP funds; 
however, no check will be issued. SF 1081 will contain breakout by country as 
specified in apportionment document. 

c. A~~lication of Formerl~ MAP Funds. The SAAC, after receipt of 
the SF 1081, Wl , deposit the fun s into unique country trust fund MAP 
clearing accounts identified on the SF 1081 and will transfer merged MAP funds 
from clearing accounts into country trust fund accounts to: 

(1) Finance LOAs which specify MAP type of assistance funding. 
(Total ~ase value will be transferred from clearing account.) 
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SECTION II - UTILIZATION, REDISTRIBUTION AND DISPOSAL OF MAP MATERIEL 

A. PURPOSE. This section provides utilization, redistribution, and disposal 
procedures for materiel furnished to foreign countries by the U.S. as grant 
aid, under a "MAP Order" prior to FY 1982 or as a result of Section S06(a), 
FAA, emergency drawdown authority. It does not apply to materiel purchased as 
a result of transfer of MAP funds to the FMS-rrust fund (see Section I of this 
chapter). 

[This space left blank intentionally.] 
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Act of 1961 (FAA), as amended. For those program years and funds, management 
and close out are discussed by separate guidance, which will be forwarded to 
applicable addressees. Section 506 special authority implementing procedures 
are provided in Section III of this chapter. 

[This space left blank intentionally.] 
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e. Reserves. Additional funds that are required to be on hand for 
termination liability and contractor holdback. [For a further definition of 
reserves, see SAMM Chapte~ 7, Section II, Para. C.8.c.(2)(B).] 

f. Estimated Supply Completion Date. The data that all articles 
will have been delivered and all services performed. Provide date in YYMM 
format; e.g., Mar 87 would be 8703. 

g. Estimated Closure Date. The date that a Case Closure Certifi­
cate will be submitted to the SAAC. (YYMM) 

h. Excess Case Value. Any portion of case value that is in excess 
of anticipated total costs. For example, if a requisition case was originally 
established for $10,000,000 but at the end of the ordering period requisitions 
totaling $8,500,000 had been issued (including administrative fees, accessori­
al charges, and reasonable allowance for price increases), the case value 
would have a potential excess of $1,500,000. 

i. Remarks. Any exceptional circumstances concerning the finan­
cial status of the case, e.g., payment schedule front-loaded at customer 
request; -1 or -2 pending to increase/decrease case value or revise payment 
schedule; closure delayed because case in litigation, etc. 

3. Following consolidation and analysis of the data, DSAA will meet or 
correspond with lAs, as appropriate, to follow-up on recommended actions. 
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SECTION III - DSAA FINANCIAL MANAGEMENT REVIEW PROGRAM 

A. BACKGROUND. The Director, DSAA, is responsible for carefully monitoring 
the requirements for and the availability of funds to support Foreign Military 
Sales (FMS) programs. Many FMS recipients have limited resources with which 
to finance essential defense programs. These factors highlight a requirement 
for DOD and the military departments to review the financial status of FMS 
programs in order that FMS customers may base programmatic and financial 
decisions on accurate and timely information. 

B. PURPOSE. The DSAA Financial Management Review Program (FMRP) (RCN 1150) 
was established to identify and resolve current financial problems and to 
provide an "early warning" system for emerging problems so that the USG and 
the customer may have as many options as possible in resolving these problems. 
The FMRP constitutes a country-level overview of a customer's program, taking 
into account current and projected requi rements and anti ci pated resources, 
including FMS credits, Military Assistance Program grants, and budgeted 
national funds. This information can assist FMS customers in managing their 
limited resources and in making crucial decisions related to future FMS 
purchases. The FMRP does not duplicate or substitute for FMS case financial 
and logistical reviews conducted by implementing agencies (lAs) with 
in-country counterparts, but ties together individual IA programs into an 
overall country financial summary. 

C. PROCEDURES. 

1. Each quarter, DSAA selects up to four FMS customer programs for 
review. For the programs selected, DSAA requests selected financial data (see 
Figure 13-III-1) on a list of cases representing about 90% of the ordered, 
value of the FMS program. 

2. lAs will be requested to complete a case worksheet furnished by DSAA 
for each case selected. The following is an explanation of data elements that 
may be included in the worksheet: 

a. Total Case Value: "Estimated Cost" (articles/services/admin­
istrative/accessorial value) reflected in block (26) of the 1513 or in block 
(27) of the latest amendment (1513-1) or modification (1513-2) to the case. 

b. Net Case Value: "Estimated Cost" (articles/service value) 
reflected in block (21) of the 1513 or in block (22) of the latest amendment 
(1513-1) or modification (1513-2) to the case. 

c. Obligations. The 'i·mplementing agency's total financial 
obligations related to the case during the periods cited on the form, e.g., 
value of contracts let and requisitions issued. 

d. Working Funds. The amount of funds to be expended on behalf of 
the case during the period cited on the form; i ,e., an estimate of the 
disbursements (reimbursable and direct cite) that SAAC will make from the 
trust fund for deliveries and contractual progress payments. 
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FIGURE 13-III-2 
SAMPLE TASKING LETTER FOR DSAA RCN 1150 

tn reply refer to: 
1- /85 

MEMORANDUM FOR THE COMMANDER, U.S. ARMY SECURITY ASSISTANCE CENTER 
(AMSAC-RP) 

CHIEF, PLANS, PROGRAMS AND ANALYSIS BRANCH (OP-631) 
CHIEF OF NAVAL OPERATIONS 
DEPARTMENT OF THE NAVY 
CHIEF, POLICY AND MANAGEMENT DIVISION (AF/PRIM) 
DIRECTORATE OF INTERNATIONAL PROGRAMS 
DEPARTMENT OF THE AIR FORCE 

SUBJECT: Financial Management Reviews for (COUNTRIES) (DSAA RCN 1150) 

Reference: SAMM, Chapter 13, Section III 

The reference outlines the objectives and procedures of the financial 
management reviews conducted under DSAA Reports Control Number AR 1150. 

Our next review will cover (COUNTRIES) • A list of cases to be 
reviewed ;s at Attachment 1. Each implementing agency (IA) is requested 
to complete the financial data form at Attachment 2 for each of the 
selected FMS cases. lAs should consolidate data from subordinate activi­
ties and forward a single response to DSAA. Your response should include 
the name and phone number of the IA point of contact. 

Due dates for submission of the data are indicated below, along with 
the DSAA primary points of contact. If you encounter any difficulty in 
meeting these dates, please advise us of the reasons for the delay and the 
date the information can be provided. 

Country Due Date DSAA Point of Contact 

Questions concerning these reviews may be referred to the above­
listed points of contact, Pentagon extensions 41173 or 47097. 

Attachment 
a/s 

[Signature] 
Chief, Financial Management Division 

FIGURE 13-111-2. SAMPLE TASKING LETTER FOR DsAA RCN 1150. 
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DSAA 1200 SYSTEM 

Case listing (90% coverage) 
Case descriptions 
LORs 
Offers outstanding 
Accepted/Unimplemented 

SAAC/DIFS 

FIGURE 13-III-1 

SOURCES OF DATA REVIEWED 

DSAA FR&CPD 

MAP and FMSCR program data 
Totals 
Committe.d 
Disbursed 
Uncommitted 
Undisbursed 

Commercial contracts 
FMSCR repayment schedules 

IMPLEMENTING AGENCIES 

Obligations 
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Case values 
Deliveries 
Undelivered values 
Disbursed/undelivered 

Multi-year working funds (disbursements) 
Reserves for termination liability & 

progress payments 
Computed termination 

1 i abil ity 
Unearned advances 
Collections 

Treasury cash 
Available cash 
FRB balances 
Holding accounts 

FRB arrearages 
Billing history and forecast 
Disbursement history 

contractor holdback 
Estimated supply completion dates 
Estimated closure dates 
Estimated excess program value 
Potential shortfalls 

Case closure certificate inventories 
Crossleveling agreements 

SAOs-CUSTOMERS 

Potential new sales requests 
Potential funding for new sales requests 
Budgeting data 

FMSCR/MAP 
Cash (national funds) 

FIGURE 13-II 1-1. SOURCES OF DATA FOR RcN 1150. 
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h. Date agreement was signed, LOA was accepted, or MAP order was 
approved. 

E. NATO COOPERATIVE PROJECTS UNDER THE AECA, SECTION 27. 

1. Definition. The term IINATO Cooperative Project ll means, for AECA, 
Section 27 purposes, a project described in an agreement entered into after 
October 29, 1979, under which: 

a. NATO or one or more member countries agrees to shar,e with the 
U.S. the costs of the research on and development, testing, and evaluation of 
certain defense articles and the costs of any agreed joint production of those 
articles in order to further standardization and interoperabil ity of NATO 
forces; or 

b. NATO or one or more member countries other than the U.S. agrees 
to bear the costs of research on and development, testing, and evaluation of 
certain defense articles and to have such articles produced for sale to and 
licensed for production within other participant member countries including 
the U.S., and the U.S. agrees to bear the costs of research on and develop­
ment, testing, and evaluation of other defense articles and to have such 
articles produced for sale to and licensed for production within other partic­
ipant member countries in order to further rationalization of the industrial 
and technological resources within NATO. 

2. Types of ATreements. In order to ensure that all NATO IICooperative 
Projects ll are proper y certified to the Congress pursuant to Section 27(c) of 
the AECA, any DOD component proposing to sign, on behalf of the United States, 
any international agreement with NATO or member country thereof involving 
either the sharing of research, development, testing or evaluation costs, 
i.e., RDT&E costs of any defense articles, and if there is to be any joint 
production ensuing therefrom, the costs of such production (see Section 
27(a)(1), AECA) or IIFamily of Weapons ll programs (see Section 27(a)(2), AECA) 
will, not later than sixty days prior to the planned signature of the proposed 
agreement, forward to the FMS Control Division, DSAA Comptroller, a copy of 
the proposed agreement and the information for a certification required by 
Section 27(c)(1), AECA. The information which is required is contained in 
paragraph 5 below. This does not apply to data or information exchange 
agreements; to feasibility studies that involve no waivers of or reductions in 
charges under the AECA and no ongoing research, development, testing, or 
evaluation commitments; or to any cooperative research and development 
agreement which does not provide for the sharing of costs which are funded 
~holly or partly with DOD RDT&E appropriations. 

3. Waiver or Reduction of Charges. Authorization to waive or reduce 
certain charges associated with NATo cooperative projects is provided for in 
the AECA, Section 27(b). Waiver or reduction of appropriate charges must be 
approved by the Director, DSAA, prior to the conclusion of the cooperative 
project agreement. Pursuant to Executive Order 11958, the DSAA will consult 
with the Department of State in implementing AECA, Section 27, including 
waiver or reduction of charges. 
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c. Implications of the proposed technology transfer endorsed by 
the 000 component; 

d. Any exceptions to thp. National Disclosure Policy (NDP) which 
are required or have been approved, together with the scope and limitations of 
the exceptions; 

e. Impact of such coproduction on U.S. industry, including both 
the prime and subcontractors i nvo 1 ved in the manufacture of the items bei ng 
considered; 

f. The views of these prime and subcontractors with respect to the 
proposal; 

g. The impact of the program on the U.S. mobilization base for the 
item; and 

h. The impact of the program on any other authori zed forei gn 
production of the same item. 

4. Coproduction Program Financed with FMS Credit Funds. 

a. AECA Section 42(b) Notification by De~artment of State. Sec­
tion 42(b) of the Arms Export Control Act requires t e Secretary of State to 
provi de advi ce to the Congress pri or to the approval of the use of any FMS 
credit or proceeds of any FMS loan to finance coproduction or licensed 
production in a foreign country. The advice to Congress must include a· 
description of the defense article(s) to be produced under a coproduction 
program or licensed production and the probable impact of the proposed 
transaction on employment and production within the U.S! 

b. DSAA Advice to Department of State. DSAA Operations will not 
approve release of an FMS Letter of Offer (LOA), or funding of a direct sale 
contract for coproduction/licensed production which is covered under a 
government-to-government MOU, to be financed with FMS credit funds until the 
Department of State has been advised of the pending program, and the Depart­
ment of State has advised Congress as required by AECA, Section 42(b). The 
letter to the Department of State will advise of the country, type of proposed 
transaction (FMS, LOA or direct commercial sale), description of program and 
identification of extent of foreign production, and impact on employment and 
production within the U.S. (to the extent such information is available). 

5. Status Report of Coproduction Pro~rams. The MILDEPs will provide a 
quarterly update nf the status of coproductlon programs approved under securi­
ty assistance procedures to the DSAA. The DSAA reports control symbol, 
DSAA(Q)1226 is established for this report. The following information is 
required on a quarterly basis, due' fifteen days following each calendar 
quarter: 

a. Country producing the item; 
b. Item and quantity involved; 
c. Estimated total dollar value of items being produced; 
d. Name and location of principal U.S. production facilities 

involved, and whether they are U.S. Government owned, or privately owned; 
e. Third country sales authorized, if any, specifying country and 

quantity involved; 
f. The identity of any Congressional comniittees which have been 

informed of these programs according to MILDEP records; 
g. Copies of any LOAs or MOUs in MILDEP files covering these 

programs; and 
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2. FMS, FMCS and FMS Training. 

a. FMS and FMCS 1200 System. The materiel MASL is used by DSAA in 
the 1200 system updating process as follows: 

(l) Verification of Data. The defined generic code and 
national stock number entered on the DD Form 1513, Letter of Offer and Accep­
tance (LOA), must be refl ected in the MASL before the Letter of Offer is 
countersigned. Once offers are tendered, the MASL is used to screen incoming 
detail records from the Security Assistance Accounting Center (SAAC) to ensure 
that the correct national stock number and g~neric code have been used in each 
record. All item detail transactions which do not match the MASL are rejected 
in the 1200 system updating process and SAAC is notified of each rejection. 

(2) Description/Unit of Issue Information. The MASL match 
provides a description of each item entered into the 1200 system and also 
provides information on the unit of issue in each record. 

b. FMS Trainin~ 1000 s*stem. All input data cards which consti­
tute an addition of tra;nlng (Car format 4) to the FMS training program are 
matched against the appropriate fiscal year MASL for that category of training 
and the following is accomplished: 

(l) Verification of Data. The MASL match determines that the 
program requirement is a valid line in the MASL. 

(2) Descriation/unit of Issue Information. The MASL match 
provides a description an unit of issue of each course being added to the 
program master file for FMS training. 

(3) Course Cost and Duration. The match ensures that the most 
up-to-date course cost and duration information is used in each record being 
added. . 

3. Summary MASL. The Summary MASL is used along with the regular MASL 
data to assign supplemental information to each record in the master program 
file to facilitate subsequent preparation of reports. 

E. MASL DISTRIBUTION. 

1. Schedule. The Training MASLs are printed and distributed to all ** 
MILDEPs, Unified Commands, SAOs, and numerous other activities, including 
schools and component commands, on a semi-annual basis. Materiel MASLs are no 
longer provided by DSAA and each MILDEP is required to maintain a Materiel 
MASL database with transaction data provided by DSAA and is responsible for 
distributing copies to their user activities. 

2. Requests for MASL Information. MASL data may be obtained by sub­
mitting a request to the Data Management Division, Office of the Comptroller, 
Defense Security Assistance Agency, Washington, D.C. 20301. All requests 
should specify the particular MASL(s} desired and the format; i.e., punched 
card, magnetic tape, microfiche, or in printed form. (Sample MASL reports are 
shown in Figures 15-IV-1 through 15-IV-5 and abbreviated titles in Table 
15-IV-1 of this section.) 
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'(1.) Current Year Training MASL. The current year MASL should 
be continuously updated throughout the applicable fiscal year to add new, 
courses which become available for programming during that fiscal year and to 
incorporate significant changes such as course costs or duration of training. 

(2) BUd~et Year Trainin~ MASL. During the second quarter of 
each new fiscal year t e budget yearASL data are developed by the MILDEPs' 
and submitted to DSAA based on guidance furnished by DSAA. Once the budget 
year MASLis established, this data will be continuously updated. On 1 
October of each year the budget year MASL becomes the new current year MASL. 

f. Review of Training MASL Data. It is the sole responsibility of: 
the appropriate MILDEP to review MASL training 1 ines for accuracy and item, 
content. 

g. Training MASL Input and Output Processing. 

(1) U~dates. The training MASL is updated weekly along with 
the master program fi e. 

(2) Output. Feedback from each update is provided to the' 
applicable MILDEP as requested either as printed output or via AUTODIN. 
Errors (input not passing the update edits) are furnished to the appropriate 
MILDEP as printed output. 

D. MASL RELATIONSHIP TO DSAA PROGRAM DATA 

1. MAP and IMET Programs. All program data (card formats 3 and 4) 
which constitute the addition of items to the program master file, regardless' 
of the program year, and those program change cards (card format P and Q), 
which contain data punches in card columns 8 through 21 are matched against 
the appropriate MASL during the master file update process. This MASL match, 
accomplishes the following: 

a. Verification of Data. The match determines that the program, 
requirement being added is a valid line in the MASL. ' 

b. Description/Unit of Issue Information. Provides a description 
and unit of iSsue for items being added to the program file, and verifies the 
MILSTRIP Routing Identifier (MRI) and Execution Agency (EXA) codes and assigns 
Implementing Agency codes consistent with the MRI and EXA codes. 

c. Data Error Feedback. Provides the program originator a list of 
all input (3/4/P/O cards) which fail to match the MASL. 

d. Implementing Service. Assures the issuance of MAP, and IMET 
Orders to the correct Implementing Agency or Execution Agency. 

e. Course Cost and Duration. The match posts the most up-to-date 
IMET course and duration information to each unfunded record of the program 
master file. 
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CLO 
CLSSA 
CMS 
CONUS 
COOPLOG 
CPD 
CPL 
CPM 
CRA 
CRS 
CSP 

DAO 
DAS 
DATT 
.DAVA 
DCAA 
DCAS 
DCASR 
DCM 
DCSC 
DEA 
DESC 
DFSC 
DGSC 
DIC 
DIFS 
DIL 
DISAM 
DISC 
DLA 
DLIELC 
DLSC 
DLSSO 
DMA 
DMAAC 
DMAHTC 
DOD 
DODIP 
DOD ISS 
DODSSP 
DOS 
DPSC 
DRMS 
DSAA 
DSC 
DTC 
DTS 
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Country Liaison Officer (Foreign Country Representative) 
Cooperative Logistics Supply Support Arrangements 
Contractor Maintenance Services 
Continental United States 
Cooperative Logistics 
Congressional Presentation Document 
Country Program Listing 
Country Program Manager 
Continuing Resolution Authority 
Congressional Research Service 
Concurrent (initial) Spare Parts 

Defense Attache Office 
Defense Audit Service 
Defense Attache 

D 

Defense Audiovisual Agency 
Defense Contract Audit Agency 
Defense Contract Administration Service 
Defense Contract Administration Services Region 
Deputy Chief of Mission (U.S. Embassy) 
Defense Construction Supply Center (DLA) 
Data Exchange Agreement 
Defense Electronics Supply Center (DLA) 
Defense Fuel Supply Center (DLA) 
Defense General Supply Center (DLA) 
Document Identifier Code 
Defense Integrated Financial System 
Director of International Logistics 
Defense Institute of Security Assistance Management 
Defense Industrial Supply Center (DLA) 
Defense Logistics Agency 
Defense Language Institute, English Language Center 
Defense Logistics Services Center 
Defense Logistics Standards Systems Office 
Defense Mapping Agency 
Defense Mapping Agency Aerospace Center 
Defense Mapping Agency Hydrographic/Topographic Center 
Department of Defense 
Department of Defense Informational Program 
Department of Defense Index of Specifications and Standards 
Department of Defense Single Supply Point 
Department of State 
Defense Personnel Support Center (DLA) 
Defense Reutilization and Marketing Service 
Defense Security Assistance Agency 
Defense Supply Center/Delivery Source Code 
Delivery Term Code 
Defense Transportation System 
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AAO 
ACDA 
AECA 
AFAO 
AIASA 
AID 
AMEMB 
APOD 
ARC 
ASD 
ASD(C) 
ASD(ISA) 
ASD(ISP) 
ASD(MI&L) 

ATMG 
AU 
AUTODIN 

BA 
B/L 
BO 
BOA 

CAD/PAD 
CAS 
CBL 
CCBL 
CBO 
CDR 
CET 
CETS 
CETSP 
CFS 
CFE 
CGSEL 
CIA 
CIP 

APPENDIX A 
ABBREVIATIONS AND ACRONYMS 

A 

Authorized Acquisition Objective 
Arms Control and Disarmament Agency 
Arms Export Control A.ct, as amended 
Approved Force Acquisition Objective 
Annual Integrated Assessment of Security Assistance 
Agency for International Development 
American Embassy 
Aerial Port of Debarkation (Delivery) 
Adjustment Reply Code 
Assistant Secretary of Defense 
Assistant Secretary of Defense (Comptroller) 
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Assistant Secretary of Defense (International Security Affairs) 
Assistant Secretary of Defense (International Security Policy) 
Assistant Secretary of Defense (Manpower, Installations and 

Logistics) 
Arms Transfer Management Group 
Asset Use 
Automated Digital Network 

Budget Authorization 
Bill of Lading 
Bl anket Order 
Basic Order Agreement 

B 

C 

Cartridge Actuated/Propellant Actuated Devices 
Contract Administrative Services 
Commercial Bill of Lading 
Collect Commercial Bill of Lading 
Congressional Budget Office 
Consolidated Data Report 
Civilian Engineering Team 
Contractor Engineering Technical Services 
Contractor Engineering Technical Services Program 
Contract Field Services 
Contractor Furnished Equipment 
Common Ground Support Equipment List 
Central Intelligence Agency 
Component Improvement Program (Engine) 
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IA 
ICP 
IDCA 
IL 
ILCO 
ILP 
ILS 
1M 
IMET 
IP 
ISA 
ISP 
ISSL 
ITAR 
ITO 

JCS 
JFM 
JMP 
JSAM 
JSPD 
JSPDSA 

JSPS 

LOA 
LOI 
LOR 
LTD 

H 

[None at this time.] 

Implementing Agency 
Inventory Control Point 

I 

International Development Cooperation Agency 
International Logistics 
International Logistics Control Office 
International Logistics Program 
International Logistics Support 
Item/Inventory Manager 
International Military Education and Training 
Informational Program 
International Security Affairs 
International Security Policy 
Initial Spares Support List 
International Traffic in Arms Regulations 
Invitational Travel Order 

Joint Chiefs of Staff 
Joint Forces Memorandum 
Joint Manpower Program 

J 

Joint Security Assistance Memorandum 
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Joint Strategic Planning Document (Document replacing the JSOP) 
Joint Strategic Planning Document Supporting Analysis (Portion 

of the JSPD, which will be submitted by the field) 
Joint Strategic Planning System 

K 

[None at this time.] 

L 

Letter of Offer and Acceptance 
Letter of Intent 
Letter of Request 
Language Training Detachment 
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EA 
ECl 
ECP 
EDA 
EDD 
EOQ 
EPG 
ESF 
ETSS 

FAA 
FAD 
FAMJT 
FAPSS 
FAR 
F/F 
FFB 
FLO 
FORDTIS 
FMS 
FMSCR 
FMSMP 
FMSO I 
FMSO II 

FMT 
FOB 
FSC 
FSl 
FSO 
FST 
FTO 
FTS 
FYDP 

GA 
GAO 
GBl 
GFAE 
GFE 
GSA 
GSE 

E 

Expenditure Authority 
English Comprehension level 
Engineering Change Proposal 
Excess Defense Articles 
Estimated Delivery Date 
Economic Order Quantity 
European Participating Governments 
Economic Support Fund 
Engineering and Technical Service Specialist 

F 

Foreign Assistance Act of 1961, as amended 
Force Activity Designator 
Familiarization Job Training 
Foreign Affairs Planning and Scheduling System 
Federal Acquisition Regulation 
Freight Forwarder 
Federal Financing Bank 
Foreign liaison Office (located within CONUS) 
Foreign Disclosure & Technical Information Systems 
Foreign Military Sales 
Foreign Military Sales Credit 
Foreign Military Sales Management Plan 
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Foreign Military Sales Order· (stock level sales case) 
Foreign Military Sales Order (requisition/consumption sales 

case) 
Foreign Military Trainee 
Free On Board 
Federal Supply Classification 
Foreign Service local (Embassy Employee) 
Foreign Service Officer (Department of State) 
Field Service Team 
Foreign Training Officer (U.S.) 
Field Training Service 
Five Year Defense Program 

G 

Grant Aid 
General Accounting Office 
Government Bill of lading 
Government Furnished Aeronautical Equipment 
Government Furnished Equipment 
General Services Administration 
Ground Support Equipment 
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Code Meaning 

A ---------- Department of the Army 
C ---------- Department of the Navy (CNO) 
F ---------- Department of the Air Force 
J ---------- Department of the Air Force (Hdqtrs) 
M ---------- Department of the Navy (Naval Materiel) 
N ---------- Naval International Logistics Control 

Office (NAVILCO) 
R ---------- Defense Logistics Agency (DLA) 
S ---------- Defense Security Assistance Agency (DSAA) 
U ---------- Defense Mapping Agency (DMA) 
V ---------- Defense Contract Audit Agency (DCAA) 
W ---------- Defense Advanced .Research Projects Agency 

(DARPA) 
Z ---------- Defense Nuclear Agency (DNA) 

* 
(Deletion) 

15. Classification Code. An alphabetic c.ode assigned by the cognizant 
MILDEP or Agency which designates the Security classfification of that 
particular line item. 

Code 

C -----------o 

U -----------

Classification 

Confidential 
Confidential-classified for 
national defense purposes 

Unclassified 

16. Closure Date - 1200 S~stem. A six position numeric code, reported 
by SAAC, expressed in a YYMMDDormat, which reflects the calendar date a case 
was officially closed by SAAC. 

17. Commercial Item - 1000 System. The use of a numeric "1" in column 
53 of the Materiel Card 3 indicates DSAA prior approval of a commercial type 
item. (See Chapter 11 for detailed instructions on the programming of commer­
cial type items.) 

18. Commitment Code - 1000 Ststem. A single position numeric code used 
to describe the U.s. commitment,y type (see definition), for each defense 
article and defense service programmed. (For a list of commitment codes with 
an explanation of each see Table 0-2 of the appendix.) 

19. Communications/Ancillary Item/Concurrent Spare Pa.rts Code - 1000 
srstem. A single position .alpha code used in column 54 of the Program Materi­
e Card 3 to alert supply agencies that specific items of communications or 
other ancillary equipment are not to be shipped directly to the recipient 
country/ activity, but are to be mounted on or installed in a major piece of 
equipment also programmed for the recipient. In addition the code identifies 
the major items of equipment which are to have separately programmed CSP 
and/or communications or ancillary equipment installed prior to delivery. , 

0-5 Change No.6, 1 March 1986 



000 5105.38-M 

Code Explanation 

A ----------- Communications or other ancillary equipment to be 
mounted on or installed in a major piece of 
equipment prior to shipment of the latter. 

M ----------- This piece of equipment should have separately 
programmed communications or other ancillary 
equipment installed prior to shipment. 

N ----------- This piece of equipment should have CSP separately 
programmed. 

P ----------- This piece of equipment should have separately 
programmed CSP, and communications or other ancil­
lary equipment installed prior to shipment. 

20. Completed Line. Item Code - 1200 System. An optional alpha code "C" 
entered" in the item detail data by the imPlementing agency thru the SAAC to 
indicate that all defense articles have been delivered and/or all defense 
services have been performed against the line. 

21. Condition Code - 1000 System. An alpha code is entered in column 53 
of the Materiel Card 3 to assign condition codes to all items programmed under 
MAP and available a"s Excess Defense Articles (EDA). Codes are used to reflect 
the degree of serviceability, condition, and completeness in terms of readi­
ness for issue and use. A list of all condition codes is contained in Table 
0-3 of this chapter. For non-excess entries column 53 is used to indicate 
commercial type items which are programmed under MAP. (See Commercial Item -
1000 System, above.) 

22. Congressional Approval Date - 1200 Sfstem. A computer generated six 
position. numeric code expressed in a YYMMDDormat which reflects the final 
date of the statutory Congressional review period for a 36(b) case. This date 
is based on the statutory notification date that a 36(b) was forwarded to 
Congress. 

23. Congressional Year of Interest - 1200 System. A two position 
numeri c code, generated by the computer, whi ch refl ects the probable fi sca 1 
year projected for an FMS or FMCS case acceptance. 

24. 1200 S stem. A five 
position a p a numerlC co e asslgne y t e an use or trac ing noti-
fications sent to the Congress. The first two characters always represent the 
fiscal year in which the notification was made. In advance notifications the 
last three positions are alpha characters. In statutory (formal) notifica­
tions the last three positions are numeric characters. 

25. Construction Indicator - 1200 System. A single digit alpha code 
entered in case transactions or generated by the computer to identify a 
Foreign Military Construction Sale, FMCS. 
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and shoul d be expressed inman weeks for teams and man months for fi e 1 d 
tfafning services. Courses that exceed 99 weeks should be coded as follows. 

Code Weeks 

AO-A9 100-109 
BO-B9 110-119 
CO-C9 120-129 
00-09 130-139 
etc. 

[This space left blank intentionally.] 
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country/activity codes contained in these listings and prescribed for use are 
at variance with the DoD/Federal Information Processing Standard Publ ication 
(FIPS) standard for Countries of the World (CO-XV) contained in DoD SOOO.12M. 

30. Course Title - 1000 System. The abbreviated course title used in 
the training MAst to identify the course of instruction,' training team, or 
other training service or item provided by the Military Department. 

31. Customer Within countr~ Code - 1000 System. A single digit alpha or 
numeric MltsTRIP code used in t e materiel program that identifies the final 
recipient and port of discharge within ·the country. The current listing 
contained in the following Military Department implementations of MILSTRIP 
will be used to determine the code. This code is not required in program data 
for those program 1 i nes for whi ch . requ i s i ti ons wi 11 be submi tted by the 
recipient country/SAO. It is essential that it be entered for all other 
materiel line items to ensure shipment to the proper in country designation. 

Department Directive 

Army -------- Army Regulation No. 72S-S0 
Navy -------- NAVSUP Publication 437 

"MILSTRIP/MILSTRAP" 
Air Force --- DoD 4140.17M 

32. Del ivery Commitment Date - 1200 System. The del ivery commitment 
date is that date reflected in the DD Form 1513 for complete delivery of the 
total value and/or quantity of the line item, and is expressed by a three 
digit numeric code. The first two digits represent the fiscal year and the 
third digit represents the quarter of the fiscal year~ 

34. DSAA Waiver - 1000 System. A code which indicates that an IMET 
pol icy waiver appl ies to the 1 ine of training. The followfng represent the 
applicable codes: 

B -- Books and Publications (non-English language) 
C -- Civilian Student 
G -- Postgraduate/Degree Related Training 
H -- High Cost Training (tuition costs exceeds $2S,000) 
L -- Training with Duration Less than 8 Weeks 
M -- Mobile Training Teams (MTTs) and Field Training Services (FTS) 
o -- Orientation Tours 
R -- Other Waivers 
S -- Combined Strategic Intelligence Training Program (Air Forie 

unique). 

3S. Duration Code - 1000 Sxstem. The duration code is a two position 
alpha/numeric code which appears ln the training MASL and detail records. It 
indicates, where applicable, the course length in weeks for formal training 
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26. Continuing Resolution Authoritt (CRA) Code - 1000 System. All ini­
tial input for materiel must contain aRA code. The eRA codes listed below 
indi cate that amount of "continuing resol ution" funds requi red to precl ude 
disruption of essential activities of a continuing nature. These codes are 
used in conjunction with funding priority codes to determine (a) the program 
1 i nes to be funded, and (b) the percentage of each 1 i ne to be funded. All 
training "each" lines must contain the code 0 (zero) for program years prior 
to 78. For IMET beginning with fiscal year 78 and for subsequent years this 
field in the Card 4 is used for requirements priority. (See Requirements 
Priority - 1000 System of this appendix.) 

Code Amount Reguired 

o 
1 
2 
3 
4 
5 
6 
7 
8 
9 
T 
M 
O(alpha) 

None 
10% 
20% 
30% 
40% 
50% 
60% 
70% 
80% 
90% 
Total 
Used for prior years 
Used for prior years 

27. Control Code - 1000/1200 System. A alphabetic code assigned to all 
MASL data. All material MAst records are distinguished by a Code of "K" which 
is entered in card column 53 of the card 1 format. All training records 
contain a code based on the type of training (i.e., IMET, FMS, FMSIIMET, or 
FMS-NATO) and the PY. 

28. Cost Code - 1000 System. This data element is used in the training 
detail listing to provide the total cost of a training program line. An alpha 
code assigned to each record in the data base used to identify program cost 
categories to provide a general indication as to what part of each annual 
program is necessary to operate and maintain the force capability and what 
part will increase the force capability. (For a list of applicable codes with 
explanation of each see Table 0-4, this appendix.) 

29. Country/Activity Code - All Systems. The country and activity codes 
shown in Tables 0-5 through 0-7 of this appendix are used throughout the 
Department of Defense systems to identify the country, international organiza­
tion, or account which is the recipient of defense articles or services 
furnished, sold, leased, loaned, transferred, or exchanged. Inclusion of a 
country in these lists does not, in itself, indicate that the country is an 
independent country, that an organization is an independently eligible inter­
national organization, or that the country or organization or other account is 
now, ever has been, or will be a recipient of MAP Grant Aid, IMET, FMS, FMCS, 
or FMS training. For ease of reference, Table 0-5 is listed in alphabetic 
name sequence. Table 0-6 is listed alphabetically by country/activity code 
sequence, and Table 0-7 is segregated by area and countries/organizations are 
listed alphabetically within each area. It should be noted that certain 
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Code Meaning 

B ----------- Department of the Army 
o ----------- Department of the Air Force 
P ----------- Department of the Navy 
S ----------- Office Secretary of Defense 

b. 1200 System. A single digit alpha code identifying the Mili­
ta ry Department or agency whi ch has made the sale on behalf of the U. S. 
Government. 

Code Meaning 

B ----------- Department of the Army 
o ----------- Department of the Air Force 
M ----------- Army (Other) 
P ----------- Department of the Navy 
Q ----------- Defense Security Assistance Agency (DSAA) 
R ----------- Defense Logistics Agency (DLA) 
U ----------- Defense Mapping Agency (DMA) 
V ----------- Defense Contract Audit Agency (DCAA) 
W ----------- Defense Advanced Research Projects Agency (DARPA) 
X ----------- Security Assistance Accounting Center (SAAC) 
Z ----------- Defense Nuclear Agency (DNA) 

* 
(Deletion) 

52. Item Detail Data Flags - 1200 System. A one position alpha code 
created during item detail processing indicating that an error or possible 
error condition exists in the data provided by SAAC. These codes contained in 
a listing of data for which they apply are furnished to the SAAC on a monthly 
basis after the 1200 updating cycle has been completed. The following codes 
may appear in these listings: 

Code Explanation 

B ----------- Purchased quantity or delivered quantity is inconsistent 
with the unit of issue code in the MASL. . 

E ----------- Completed line code is inconsistent with data reported in 
the purchase/delivery fields. 

J ----------- No master file case record exists for the corresponding 
item detail data as provided. 

L ----------- The item detail submission contains duplicates (multiple) 
records for the same control fields. 

M ----------- The item detail record is unmatched to the materiel MASL 
or generic code and NSN. 

P ----------- The item detail line contains a delivered value but no 
quantity delivered for a non-dollar (XX) line. 

V ---------- The delivered value for a specific line exceeds the 
purchase value. 

53. Item Identification Number (lIN) - 1000 System. A seven digit 
number used to identify each specific training item available for IMET or FMS 
training programming. The first digit represents the Mil itary Department 
supplying the training (See Implementing Agency Code - 1000 System above). 
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47. Generic Code - All Systems. A three digit code assigned to each 
item in the MASL and perpetuated throughout program data, to classify defense. 
articles, services and training according to the budget activity/project 
account classification and to aggregate articles, services and training into 
generic groupings for reporting and management purposes. The first digit of 
t.he generic code is an alpha character identifying one of the following budget 
activities. The second digit is a numeric assigned each Budget Project (BP). 
The BP is classified at the second level of aggregation in the generic code. 
The third digit is an· alpha character assigned each generic grouping of 
defense articles, services and training with similar characteristics. The 
generic grouping is classified at the third level aggregation in the generic 
structure. A complete list of generic codes is shown in Table D-9 of this 
appendix. 

Code Meaninf ~--------- Aircra t 
B ----------- Missiles 
C ----------- Ships 
D ----------- Combat Vehicles 
E ----------- Tactical and Support Vehicles 
F ----------- Weapons 
G ----------- Ammunition 
H ----------- Communications Equipment 
J ----------- Other Support Equipment 
K ----------- Supplies 
L ----------- Supply Operations 
M ----------~ Maintenance of Equipment 
N ----------- Training 
P ----------- Research and Development 
Q ----------- Construction 
R ----------- Special Activities 
T ----------- Administration 
U ----------- Foreign Military Sales Order (FMSO) 

48. IA com~letion Date - 1200 System. A six position numeric code 
expressed in aYMMDD format, which reflects the date on which the imple­
menting agency completed preparation of the LOA documentation. 

49: IMET Order - 1000 S~stem. The document issued by DSAA which author­
izes and directs the furnish1ng of military training to the designated IMET 
recipient. The IMET order identifies the fund source for each program line 
(FY 1984 funding is indicated by a "4" in the fiscal code -- column 71). 

50. IMET Order Adjustment - 1000 s~stem. This data element contains the 
last two positions of the latest IMET or er number that either funds, unfunds, 
or modifies an IMET record. 

51. Implementing Agency (IA) Code. 

a. 1000 System. A single digit alpha code assigned by the DSAA 
and identifying the Military Department or l agency to be the recipient of the 
MAP/IMET Order. 
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AAOO through AZ99 - Reserved for DSAA. Use of any RCN in this 
block requires DSAA approval. 

BAOO through DZ99 - This block may be used by anyone desiring to enter 
an RCN in their initial submission. 

EAOO through GZ99 - Reserved for Navy/Chief Naval Education and 
Training. 

HAOO through JZ99 - Reserved for the Air Force/Foreign Military 
Training Affairs Group. 

KAOO through MZ99 - Reserved for the Army/Security Assistance Training 
Field Activity. 

NAOO through ZZ99 - Reserved by the DSAA for computer assignment. 

77. Record Serial Number - 1200 System. A three position alpha/numeric 
code a~signed by the IA and used to identify individual item records within a 
FMS or FMCS case. 

78. Requirements Priority Code - 1000 System. A code assigned by the. * 
SAO to identify the importance of an individual student' s training within a * 
country's training program. The valid codes are "A" through "E" with "A" as * 
the highest priority and "E" as the lowest. * 

79. Selected Item Description Number/Selected Item Sequence Number and 
Quantity Control Code - All Systems. The Selected Item Description Number is 
a three digit numeric code assigned by DSAA to each materiel MASL line and 
appears in columns 62-64 of the Materiel MASL Card 1. This code does not 
appear in program listings or program cards, but is contained in each Master 
File Record to provide a means for identification and roll-up of detail 
records into standard groups or categories (summary level) for the preparation 
of summary documents and Congressional data. The Selected Item Sequence 
Number is a three digit alpha/numeric code assigned to each summary MASL line 
by DSAA and is used to arrange summary data in a sequence prescribed by DSAA. 
The Quantity Control Code is also assigned by the DSAA and appears in columns 
59 of the MaterielMASL Card 1. This code is used to determine the quantity 
count in reports as follows: 1 = quantity is counted and accumulated into the 
summary line, and 2 - quantity is dropped when item is accumulated to the 
summary line. 

80. Service Course Identification Number - 1000 System. This number is 
used in the training MAsL assigned by the Military Departments to provide the 
military service course identification number. The last three digits are used 
to provide a course location code (Air Force and Navy only). 

81. Source of Supply - 1000 System. A single digit alpha code used to 
identify the source from which the supply of a defense article or defense 
service is anticipated. For a complete list of codes with an explanation of 
each see Table D-12 of this appendix. 
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73. pro~ram Year Code - 1000 System. A two digit numeric code appearing 
in all recor 5 in the Master Program File. It reflects the fiscal year in 
which the item is programmed or is to .be programmed. In the IMET training 
program, the program year consists of five fiscal year quarters -- the fifth 
quarter being the first quarter (Oct - Dec) of the following fiscal year. 

74. Quantity - 1000 System. This data element is used in the detail 
training records to indicate the number of students, or in the case of a 
training team, the number of personnel on the team. For a training program 
dollar value line, no entry is made. As used in the MAP materiel listings, it 
indicates the quantity of equipment items. 

75. Reason for Change Code - 1000 s~stem. This code is used to identify 
the purpose of the change to a MAP, IME P, or FMS training program record. 
The following represent the codes that should be used by the MILDEPS in 
transactions submitted to the DSAA: 

Code 

B4 

04 

P3 

Meaning 

Add/Change/Delete action to a programming 
line currently in unfunded status 

Change/Delete action to a programming line 
currently in funded status 

Deviation action used to prevent the 
computer from performing standard 
computations (i.e., (unit price + TLA) x 
Qty). The line must be deleted and 
re-submitted in order to remove the P3 
(e.g., used to reflect penalties). 

The following codes will be used only by the DSAA: 

M3 

Sl 

Change/Delete transaction generated as a 
result of a MASL change/delete action. 
These changes are generated only for 
unfunded status lines. 

Add/~hange/delete action taken for funding/ 
management purposes. 

76. Record Control Number (RCN) - 1000 s~stem. A four position alpha/ 
numeric code assigned each record in the 10 a system data base. The RCN, 
combined with Country/Activity Code and Program Year, constitutes an identi­
fication number for each record which is perpetuated on all MAP/IMET/FMST 
transactions, including MILSTRIP documentation. This number may be computer 
assigned or manually assigned by those offices inputting data into the system. 
The first and second digits must be alpha characters and the third and fourth 
digits must be numeric. DSAA has allocated blocks ·of numbers as indicated 
below: 
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100. Unit Price - 1000 s~stem. This data element is used in the detail 
training records to indicate t e unit"price per student (team member, etc.) as 
listed in the training MASL or as determined by the Military Department. 

101. Worksheet Control Number (WCN) - 1000 System. A code which identi- * 
fies an individual student or service (unique within MILDEP). The first four * 
positions of the code represent the student or service and the last position * 
identifies the student's sequence of training, if more than one applies. [See * 
Chapter 10, paragraph L.4.c.(1) for additional guidance.] * 

102. 36(b) Indicator -1200 s~stem. A single digit alpha code used to 
identify a 36(6) case. The code " " indicates the record is a 36(b) case, and 
the code "N" indicates the record is a non-36(b) case. 

0-22 Change No.6, 1 March 1986 



000 5105.38-r~ 

92. Travel and Living Allowance (TLA) - 1000 System. This data element 
is used in the IMET detail training records to record the dollar amount that 
is programmed (budgeted) to pay the travel and living allowance expense for an 
individual line of training. See Chapter 10 for the cost computation proce­
dures. 

93. Travel and Living Allowance (TLA) Command - 1000 System. A single 
digit code used by the Army to indicate the command to receive the TLA funds. 

94. Transaction Type - 1200 System. (See Card Code/Transaction Type 
above.) 

95. Type of Assistance Code - 1000 System. The type of assistance code 
is used in the MILsTRIP system to distinguish between various types of U.S. 
military assistance transactions. In MAP and IMET the code is used to distin­
guish the various types of military assistance, as well as to identify certain 
military assistance requirements programmed under special financing. (e.g., 
Code "C" denotes that the item has been programmed under Section 506 of the 
Foreign Assistance Act). (For a complete list of codes along with an explana­
tion of each code see Table 0-14 of this appendix.) 

96. Under 000 Preparation Receipt Date (DSAA Operations) - 1200 System. 
A six position numeric code expressed in a YYMMDD format, which reflects the 
date of receipt in the DSAA, Operations Directorate of a 36(b) sale or a 
potential 36(b) sale. 

97. Under 000 Preparation Receiat Date (DSAA Comptroller) - 1200 System. 
A six position numeric code expresse in a YYMMDD format, which reflects the 
date of receipt from the Military Department/IA of an advance Congressional 
notification of a potential 36(b) sale. 

98. Unified Command Code - All Systems. Unified Command codes are not 
contained in cards or card images but are assigned as supplemental data in 
master program records for use in selecting and sorting program data by 
Unified Command. This code identifies the Unified Command having responsibil­
ity for each recipient, except non-regional, and is the key for segregating 
ADP listings and feedback card data by Unified Command. 

Code 

C ----------
E 
L 
P 
S 
N 

Meaning 

Central Command 
European Command 
Atlantic Command 
Pacific Command 
Southern Command 
Non-Regional 

99. Unit of Issue - All Systems. See Table 0-15 of this appendix for a 
list of approved unit of issue codes that can be used in both the 1000 and 
1200 systems. This code designates the unit of measurement to be used in 
programming defense articles, services and training and in shipping items of 
supply. 
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Unified Command 
Country Code Cognizance 

NATO Missile Fire Instal­
lation (NAMFI) 

NATO Multi-Role Combat 
Aircraft (MRCA) Devel­
opment & Prod. Agency 
(NAMMA) 

NATO Mutual Weapons 
Development Program 
(MWDP) 

NATO Seas parrow 
NATO-Weapons Production 

Program (NATO-WPP) 
Near East and South Asia 

Region (NESA) 
Organization of American 

States (OAS Hq) 
Panama Canal Area 

Military Schools (PACAMS) 
SINAI Peacekeeping 

Force (Sinai Peace Force) 
South East Asia Treaty 

Organization (SEATO) 
Supreme Allied Commander 

Atlantic (SACLANT) 
Supreme Headquarters, 

Allied Powers, Europe 
(SHAPE) 

United Nations (UN) 

NOTE: AT Atlantic Command 
Central Command 
European Command 
Pacific Command 
Southern Command 
Africa Region 

N9 

K3 

N8 

* N3 
KI 

R3 

Al 

11 

S2 

T4 

K5 

A2 

T9 

CE 
EU 
PA 
SO 
AFR 
AR 
EAP 
EUR 
NESA 
NR 

American Republic Region 
East Asia and Pacific Region 
European Region 
Near East and South Asia Region 
Non-Regional 

NR 

NR 

NR 

NR 
NR 

EU 

NR 

SO 

NR 

NR 

NR 

EU 

NR 

000 5I05.38-M 

Area/Congres-
sional Grouping 

NR 

NR 

NR 

NR 
NR 

NESA 

NR 

AR 

NR 

NR 

NR 

EUR 

NR 

* Not authorized for purchaser identification in Foreign Military Sales Cases. 

TABLE 0-5. (Continued) [Page 7 of 7] 
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Unified Command Area7Congres~ 
Countrx Code Cognizance sional GrouEing 

MAP Property Sales and M2 NR NR 
Disposal (MAPSAD) 

North Atlantic Treaty N2 NR NR 
Organization (NATO) 

NATO Airborne Early ~1 NR NR 
Warning and Control 
Program Management 
Office (NAPMO) 

NATO Aircraft Early K9 NR NR 
Warning and Control 
(Ground Environment 
Interfact) (NATO 
AEW+C (GEl)) 

NATO Aircraft Early K8 NR NR 
Warning and Control 
IGround Environment 
Interface) (NATO 
AEW+C GEl)) 

NATO Aircraft Early K7 NR NR 
Warning and Control 
(Operations and Support 
Budget) (NATO AEW+C 
(O+S)) 

NATO Headquarters N6 NR NR 
NATO Infrastructure N5 NR NR 
NATO Integrated Commun- K4 NR NR 

ications System Manage-
ment Agency (NICSMA) 

NATO Maintenance and N4 NR NR 
Supply Agency-General 
(NAMSA-General) 

NATO Maintenance and K6 NR NR 
Supply Agency-Nike 
Training Center 
(NAMSA-NNTC) 

NATO Maintenance and K2 NR NR 
Supply Agency-F104 
(NAMSA-Fl04) ) 

NATO Maintenance and N7 NR NR 
Supply Agency-
HAWK and NATO 
HAWK Prod~ction & 
Logistics Office 
(NAMSA-HAWK & NHPLO) 

NATO Maintenance and M5 ~R NR ** Supply Agency-Weapons 
(NAMSA-Weapons) 

TABLE D-5. (Continued) [Page 6 of 7] 
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o 
I 
~ 
o 

0'1 .. 

...... 
1.0 
(X) 
0'1 

Generic 
Code Description Federal Supply Classification 

Program as: 
Major Dollar 
Item Line Remarks 

The alpha codes indicated will be used by the Military Departments when submitting MASL data for air launched 
missiles or associated dollar lines 

A. Shrike F. Aerial Target Missile T. Phoenix 
B. Harm G. Ma veri ck v. Corpora 1 
C. Standard Arm N. Falcon W. Sparrow 
D. Standard R. Sidewinder Y. Matador 
E. Wall eye S. Bull pup Z. AMRAAM 

The following codes will be used by the the military departments when submitting MASL data for sea launched missi­
les or associated dollar lines 

B 4 Q 
6 A 

8 

9 

A 
B 

A 
B 
C 

K. Polaris 
L. Trident 
P. Terrier 
Q. Tartar 
R. Harpoon 
W. Seasparrow 

Drones --------------------- FSC 1520, 1550 ------------------ X 
Modification of Missiles ------------------------------------------------------ X 

Multipurpose Missile Equipment 
Multipurpose Missile Equipment (includes FAAR) ----------------- X X 
Multipurpose Missile Equipment Parts (includes FAAR) ------------------------- X 

Missile Spares and Spare Parts 
Guided Missile Parts ------­
Guided Missile Warhead ---­
Free Missile Parts ---------

FSG 14XX, FSC 1190, 1195, 4935 -- X 
FSC 1336, 1337, 1338 ----------- X 
FSC 1055, 1190, 1195, 1340 ------ X 

* 

* 

o 
o 
o 
U'1 ...... 
o 
U'1 . 
w 
(X) 
I 
3: 



C 
I 

W 
\0 

..... 

..... 
\0 
co 
0'1 

Generic 
Code 

B 

2 

3 

Description 

Missile Shop Sets. Test 
Equipment. Trailers. 
Vans. Mod Kits. Other 
Components and Support 

Federal Supply Classification 

Program as: 
Major Do 11 ar 
Item Line 

Equipment ------------------------------------------------------------------- X 

Air Launched Missiles 
Missiles. Major Components. 

Class V Mods ------------------------------------------------- X 

Missiles Shop Sets. Test 
Equipment. Trailers. 
Vans. Mod Kits •. Other 
Components and Support 
Equipment ------------------------------------------------------------------- X 

Sea Launched Missiles 
Missiles. Major Components. 

Class V Mods ------------------------------------------------- X 

Missile Shop Sets. Test 
Equipment. Trailers. 
Vans. Mod Kits. Other 
·Components and-Support Equipment -------------------------------------------- X 

Remarks 

The alpha codes indicated will b'e used by the Military Departments when submitting MASL data for ground launched 
missiles or associated dollar lines 

A. Nike G. Pershing N. Lance X. Patriot 
B. Redeye H. Entac P. Stinger 
C. Hawk J. Tow R. Chaparral 
D. Mauler K. Oragon S. Shillelagh 
E. Jupiter L. Lacrosse V. Viper 
F. Sergeant M. Thor w. Roland 
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0 
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U'1 ...... 
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.offer to sell def~nse articles or s~rvices if (1) the proposed sale was not 
previously reported under Part I, and (2) the request involves a proposed sale 
of MDE for $7 million or more or any other defense articles or services for 
$25 million or more. Each entry should include the following: 

(a) the name of the country which made the request; 
(b) the date of the request; 
(c) the defense articles or services involved; 
(d) the quantity involved; and 
(e) availability terms requested. 

To facilitate the development of Part II, Military Department Desk Officers 
should informally coordinate the information with their counterparts in the 
DSAA Operations Directorate. 

d. A P&A request is not: 

(1) A message or letter from a customer requesting Planning 
and Review (P&R) data; 

(2) An oral request; 

(3) A request for data on several systems (i.e., customer is 
going through a source selection process); however, it becomes a reportable 
P&A request when the source selection is complete; or 

(4) A request for price/delivery data required to facilitate 
. country decisionmaking on overall equipment purchase plan or budget. 

2. Excess Defense Articles (EDA) Sold Under FMS (RCS: DSAA (M) 1118). 

a. House Report No. 96-70 on the International Security Assistance 
Act of 1979, dated 24 March 1979, requires quarterly reporting of all 
outstanding LOAs and accepted LOAs to sell excess defense articles (EDA) 
through FMS procedures to foreign governments or international organizations, 
specifying (1) implementing agency; (2) country; (3) case number; (4) 
acquisition cost to the U.S. Government; and (5) sales value. The report will 
include spare parts supplied from defense stocks at inventory price if they 
are specifically identified as EDA in the LOA, and exclude grants or sales of: 
MAP redistributable and MAP Owned Materiel (MAPOM) property, ships, scrap and 
demilitarized EDA. Implementing agencies are encouraged to initiate separate 
cas~s for EDA. However, if separate cases are not used, each case will 
identify the EDA item(s) therein. 

b. The report should be prepared monthly as of the last day of the 
month and is due in the DSAA Comptroller, Data Management Division, by the 
15th of the following month. The DSAA Comptroller, Program Control Division, 
is designated as the coordinating office for all EDA sold under FMS in 
addition to prevail ing coordination currently required in the SAMM for FMS 
cases. See Figure E-2 for sample reporting format. 

E-2 Change No.6, 1 March 1986 
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APPENDIX E 
CONGRESSIONAL REPORTS INVENTORY 

A. PURPOSE. This appendix provides an up-to-date inventory of those 
statutory reports to the Congress, covering security assistance matters, sub­
mitted by the Department of Defense elements. It does not include those 
reports submitted by the Department of State. The inclusion of a report in 
this inventory does not in any way imply its availability to a SAMM recipient 
nor its releasability to a nongovernmental requestor. Some reporting 
requirements are identified elsewhere in the Manual within the applicable 
topical areas. This appendix also provides reporting instructions on selected 
reports, not covered elsewhere in this Manual, requiring feeder information 
from 000 components. 

B. REPORTS INVENTORY. See Table E-l. 

C. REPORTING INSTRUCTIONS. 

1. Price and Availability Report (RCS: DSAA(Q) 1138). 

a. The Price and Availability (P&A) Report, required by Section 28 ** 
of the Arms Export Control Act, is forwarded quarterly to members of Congress 
and top-level Defense and State Department officials. It is an important tool 
used to inform the Congress of major potential FMS cas~s and it assists the 
Congress in carrying out its oversight authority of arms transfers, particu­
larly to the Third World. For these reasons the P&A report must contain com­
plete, accurate, and timely information to serve its intended purpose. 

b. It is important that all relevent information is reported ** 
regardless of its sensitivity. Releasability will be determined by the 
Director, DSAA, in conjunction with the Secretary of State. 

c. The report is due to the Congress on the 15th of the month 
following the quarter being reported. Input from the Military Departments is 
due to the DSAA Comptroller, ATTN: Data Management Division, no. later than the 
third day of the month following the quarter being reported and should be 
submitted in two parts. (See Figure E-l for format): 

(1) Part I should list each price and availability estimate ** 
provided during the quarter to a foreign country with respect to a possible 
FMS sale of major defense equipment (MOE) for $7 million or more or of any 
other defense articles or services for $25 million or more. Each entry should 
specify the following: 

provided; 
(a) the name of the country to which the estimate was 

(b) the name of the articles or services involved; 
(c) the quantity involved; and 
(d) the price estimate provided. 

(2) Part II should list each request received from a foreign ** 
country during the quarter being reported, for the issuance of a letter of 

E-l Change No. 6,1 March 1986 
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. 3. Forei n Militar Construction Sales (RCS: 
AECA, Sectlon a reqUlres quarter y reportlng 0 
Construction sale made under Section 29 duri.ng the quarter for which such 
report is made. The report should cove~ all sales of design and construction 
services to any eligible foreign country or international organization 
specifying (1) the purchaser; (2) the U.S. Government department or agency 
responsible for implementing the sale; (3) an estimate of the dollar amount of 
the sale; and (4) a general description of the real property facilities to be 
constructed pursuant to such sale. These reports must be submitted to the 
DSAA Comptroller, Data Management Division, not later than 20 days after the 
reporting period. See Figure E-3 for a sample reporting format. 

[This space left blank intentionally.] 
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SALES COMMISSIONS, 8-5 

SALES PROMOTION, PROHIBITION, 6-4 

SANCTIONS 
[FAA Section 620(q)/"Brooke Amendment"] 

MAP, 11-2.1 
IMET, 10-44 

SAO FUNCTIONS, 3-3 

SDAF [See Special Defense Acquisition 
Fund] 

SECURITY ASSISTANCE 
Administration of Program, 13-1 
Audits and Inspections, 13-13 
Communities, 4-3 
Decision Channels for, 3-7 
Defense Analysis Papers (SADAPs), 4-6 
DSAA Financial Mgmt Review Program, 13-17 
Implementation, 1-5 
Management Manual (SAMM) 

Chapter Identification System, 1-1 
Distribution, 1-2 
Commercial Purchases, 1-3 

Organization (SAO) Functions, 3-3 
Planning, 4-1, 4-2.1 

Budget & Sales Process, 4-5 
Considerations, 4-2.1 
Foreign Country Responsibility, 4-1 
Groups, 4-4 
Instruments, 4-5 
USG Approach, 4-4 

Rationale for, 1-3 
Responsibilities and Relationships, 3-1 
Scope, 1-4, 4-1 
Survey Teams, 6-14.2, 6-16, 6-18 
Suspensions and Cancellations, 2-21 

SECURITY ASSISTANCE MANAGEMENT 
MANUAL (SAMM) 

Chapter Identification System, 1-1 
Distribution, 1-2 
COlllmercial Purchases, 1-3 

SECURITY ASSISTANCE ORGANIZATION 
(SAO) FUNCTIONS, 3-3 

SECURITY CLASSIFICATION, 5-6 

SENSITIVE TECHNOLOGY, 7-129 

SHIP TRANSFERS, 2-20 

SIGNIFICANT MILITARY EQUIPMENT (SME) 
Definition, 7-2 
Requests for, 7-4, 7-120 
Sale-of, 6-4 

SINGLE SELLING PRICE, 7-36 

SME [See Significant Military Equipment] 

5 

SOLE SOURCE DESIGNATION, 8-4.1 

SPECIAL AUTHORITY (Sec. 506), 11-8 

SPECIAL DEFENSE ACQUISITION FUND 
(SDAF) 

Authority and Purpose, 14-1 
Criteria for Procurement, 14-2 
Implementation, 14-3 
Loan Agreement, 14-10 

SPECIAL PROGRAMS/ACTIVITIES 
Foreign Manufacture of U.S. Equipment, 14-12 
NATO Cooperative Projects, 14-16 
Special Defense Acquisition Fund, 14-1 

ST ATUTORY PROVISIONS, 2-1 

SURVEY TEAMS, 6-13, 6-14.2, 6-16, 6-18 

SURVEYS, MATERIAL REQUIREMENTS, 4-2 

SUSPENSIONS AND CANCELLATIONS OF 
SECURITY ASSISTANCE, 2-21 

SYSTEM SUPPORT BUYOUT, 8-16 

TECHNICAL DATA 
Packages, 14-17 
Release of USG-Owned Technical Data, 14-17 
Royalty Fee Management, 14-25 
Sale of Technical Data, 14-18 

TECHNOLOGY TRANSFER 
Classified InformatiOn/Materiel, 5-3, 5-6 

Authorities, 5-4 
Decisions, 5-4 
Transmission of, 5-6, 5-17 

Definitions, 5-1 
Export License, 5-13 
Munitions List, 2-8 
Policy, 5-3 
Release of Information, 5-6, 5-9 
Security Classification, 5-6 

Guidelines, 5-7 
Sensitive Technology, 7-110, 7-129 

TERMINATION LIABILITY, 7-41, 7-53 

TERMS OF SALE, 7-88, 7-90 

TRAINING 
AIASA Report, 10-44.1 
Cancellation Charge, 10-50 
DISAM, 10-4.1 
English Language, 10-4, 10-6, 10-49 
FMS, 10-45 
IMET, 10-1 
Invitational Travel Orders (ITOs), 

10-41, 10-51, 10-54 
Living Allowances, 10-22, 10-51, 10-60 
Materials, 10-28 
Mobile Training Teams, 10-52 
Orientation Tours, 10-4, 10-15 
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PME Exchange Program, 10-70 
Police Training, 10-4 
Program Card Formats, 10-58 
Program Management, 10-1 
Reciprocal Exchange, 10-70 
Third Country, 10-40 
Tuition Rates, 10-50 

TRANSPORT ATION 
Additional Terms/Conditions, 7-67 
Cost Look-Up Table, APi>. F & G 
CrediULoan Conditions, 9-37, 9-77 
Foreign Military Trainees, 10~51 
Instructions on DD Form 1513, 7-30, 7-60 
Of FMS Materiel, 8-17 
Under Loan Agreements, 9-77 
Use of DTS, 8-23 

TYPE OF ASSISTANCE CODES, 7-92 

WAIVERS, LOAN-RELATED TO TRANSPOR-
TATION . 

General, 9-37 
Non-Availability, 9-38 
Security, 9-39 

\. 

6 Change No.8, 31 March 1987 

*U. S. GOVERNMENT PRINTING OFFICE: 1987/748-094/400 13 


	SAMM Change 6 Transmittal



