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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC '20301-2800

20 October 1989
Letter of Transmittal

Change 1 t6 the 1 October 1988 SAMM includes a number of
guidance adjustments which have been publlshed in messages or .
other correspondence. It also includes major changes; such as a
revised financial management section, that were coordinated with -
the offices which have primary responsibility for the areas
involved. Those who refer to the SAMM frequently may wish to -
review the attachments prior to collation into the manual in |
order to be better aware of all changes incorporated therein: - -

Guidance within the SAMM is adjusted continuously. Due to the
necessity to establish a cutoff date in order to stabilize
information for publication, changes with which you are familiar
may not be included. A revision to the Special Defense '

Acquisition Fund section, now being coordinated, is one example.

Those changes will be added following final approval and merger
into the publication process.

As legislation, policy, and management processes pertaining
to Security Assistance continue to mature, each person using the
SAMM should consider its accuracy and general utility to be an
integral part of the management of our programs. Suggestions for
improving the manual are welcome and may be provided to DSAA as

discussad in Chapter 1.
! <:j\

CHARLES W. BROWN
LIEUTENANT GENERAL, USA

DIRECTOR
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4 SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM)
5 ‘ R
@’  FORMAL CHANGE NO. 1 INCLUDES THE FOLLOWING INFORMATION:
INTER HANGE RPORATED;
Number ubjec
88-1 . add Bolivia to the list of foreign countries and 1nternat10na1 orgamzatlons
authorlzed receipt of DLA excess property listings . . '
DSAA MEMORANDA I RPORATED:;
1-015365/88 Update the Transport.ation Cost Look-Up Table, Appendix F. ~
1-017475/88 Sole Source Documentation Procurement in Security Assistance (Append sole
source requests to LOAs by use of a DD Form 1513-2).
MAJOR ADDITIONS/DELETIONS (by Chapter) are as follows:

CHAPTER 5  Singapore added to Table 503-5, “Equivalent Foreign and International Pact
Organization Security Classifications.”

CHAPTER 6  Paragraph 60003.D., “Proper Use of Materiel.” The existing paragraph has
been rewritten and expanded. The subject concerns the utilization of defense
articles and services acquired through the sale or lease from the United States

s and specifically discusses methods of disposal.
. Added Paragraph 60203, “Guidelines For Industry Interface with SAQOs.”

The subject concerns representatives of U.S. industry, recognition of
overlapping DOD and commercial interests, and shows actions Wthh U.S.
commercial marketers may take when working with SAOs.

CHAPTER 7  Table 700-2, “Memo—Subject: Security Assistance Request for MDE.”
Table has been revised.

Table 700-6, “Major Defense Equipment List.” Table has been revised.

Section 702, “Financial Principals and Procedures,” has been reformatted and
relocated to Chapter 13. Table 702-6, “Case Management Line Supporting
Information,” was deleted.

CHAPTER 8  Paragraph 80102.C.2, “LOA Amendment,” has been rewritten and re-titled,
“LOA Amendment or Modification.” The subject concerns sole source
procurement.

Section 803, “Performance Reporting and Case Closure,” has been
reformatted and relocated to Chapter 13.

Nz
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CHAPTER 9 Chapter 9 now includes three types of financing agreements: a DOD Guaranteed -
Loan’Agreement Issued by the FFB, a Loan Agreement, and a Grant A greement
L withtheir requlred Annexes and Exhibits.

Paragraph 90209, “Direct Commercxal Purchases” has been rewritten.

* Table 902-3 “DOD Direct Loan Agreement” has been re-titled “Loan
Agreement" and includes the following: three new paragraphs concerning the
borrower have been added to Section 5, “Covenants”; a major change to Annex
111, “Repayment Procedures;” and a rewrite of Exhibit B, “DSAA Requirements
for Documentation to Support Requests for Advances.”

Added Table 902-3A, “Grant Agreement,” with multiple Annexes-and
Exhibits.

"Table 902-5, “DSAA Sample Letter to Supplier Approving Use of FMS Loan
Financing for Direct Commercial Purchases,” has been revised. )

Table 902-7, “Contractor's Certification and Agreement with DSAA,” has
been revised and expanded.

CHAPTER 10 Paragraph 100102.T., “Excessive High Cost Training,” has been revised
with a change in the dollar threshold for high cost training.

- Table 1003-1, “Invitational Travel Order (ITO)” has been replaced with the
April 1987 version of the form.

CHAPTER 11 Paragraph 110104.B.4., “Packing, Crating, and Handling (PCH) Charges
for Redistributable Property” has been revised.

CHAPTER 13  The title has been changed from,“Security Assistance Program Administration”
to “Financial Principles and Procedures.” The new Chapter 13 includes
information from the former Chapter 13 and former Sections 702 and 803. It
has been organized along lines similar to the DOD 7290.3-M, FMS Financial
Management Manual.

Appendixes A, B,C, and D include a few changes.

Appendix F, “Transportation Cost Look-up Table” has been revised and
“updated.

INDEX Index has been reaccomplished.

MISCELLANEQUS EDITORIAL CHANGES

This change also includes miscellaneous editorial revisions to correct errors resulting from the
reformatting of the previous SAMM.
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! : REMOVE AND INSERT
; FOR CHANGE 1 *

The following page changes to DOD 5105.38-M, Security Assistance Management Manual are .
effective immediately. The Letter of Transmittal with its accompanying memos indicating major
changes, pages to be removed/added, and the List of Effective Pages should be kept together and
placed at the very front of the SAMM. .

Remove

Forward

ix through xvii

503-11 through 503-12
Chapter 6 Table of Contents
600-1 through 600-2

600-5 through 600-14
602-3

Chapter 7 Table of Contents
700-5 through 700-6
700-13 through 700-14
700-19 through 701-1
702-1 through 703-1
Chapter 8 Table of Contents
801-1 through 801-6

802-2 through 802-7
802-24 through 802-25
803-1 through 803-10
804-1 through 804-8
804-13 through 804-14
Chapter 9 Table of Contents
902-4 through 902-65
1001-3 through 1001-8
1003-10 through 1003-13
1101-2 through 1101-5
Entire Chapter 13

1401-10 through 1401-11
Al through All

B3 through B6

B9 through B10

B19 through B21

Cl1 through C2

D1 through D2

D17 through D18

D23 through D30

F1 through F2

FS5 through F8

Index

Insert’

Foreward

ix through xvii

503-11 through 503-12
600-i

600-1 through 600-2
600-5 through 600-14
602-3 through 602-4
700-i through 700-1i
700-5 through 700-6
700-13 through 700-14
700-19 through 701-1
702-1 through 703-1
800-i

801-1 through 801-6
802-2 through 802-7
802-24 through 802-25
803-1 through 803-2
804-1 through 804-8
804-13 through 804-14
900-1

902-4 through 902-83
1001-3 through 1001-8
1003-10 through 1003-13
1101-2 through 1101-5
Entire Chapter 13
1401-10 through 1401-11
Al through All

B3 through B6

B9 through B10

B19 through B21

C1 through C2

D1 through D2

D17 through D18

D23 through D30

F1 through F2

F5 through F8

Index

Lines which are fully or partially changed are identified by marginal asterisks (*). If a new
paragraph or subparagraph is added or an existing paragraph or subparagraph is rewritten, the first

,. ) line of such paragraph or subparagraph is annotated with a double aterisk (**).
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LIST OF EFFECTIVE PAGES
Date of
Chapters Page Numbers Latest Revision
Foreword ........cccooviiiiiveiinnnnns Foreword.....cccoveveiviniiiinininnnne. 20 Oct 89
Table of Contents..................... vii through xviii ..ol Initial
ix through Xvil.......ocoieieniiinannns 20 Oct 89
Chapter 1l....ccociiiiiiieiiiiiininnanns 100-1 through 100-3.................. Initial
101-1 i Initial
Chapter 2.....cccciveeiiiiinienniinnnnne 200-1 ot Initial
201-1 i Initial
202-1 through 202-13................ Initial
203-1 through 203-§.................. Initial
Chapter 3. ..o, 300-1 through 300-13................ Initial
301-1 oo Initial
Chapter 4.....ccooiiiiiiiiiiinnninns 400-1 through 400-2.................. Initial
401-1 through 401-5.................. Initial
Chapter S....covviviiiiiiiiieennn. 500-1 through 500-3.................. Initial
501-1 through 501-5...........ccc.. Initial
502-1 through 502-6.................. Initial
503-1 through 503-10................ Initial
503-11 through 503-12............... 20 Oct 89
Chapter 6..cccevvvvnneeniiieinnnn, 600 . oo 20 Oct 89
600-1 through 600-2.................. 20 Oct 89
600-3 through 600-4.................. Initial
600-5 through 600-14................ 20 Oct 89
600-15 through 600-19............... Initial
601-1 through 601-7.................. Initial
- 602-1 through 602-2.................. Initial
602-3 through 602-4.................. 20 Oct 89
Chapter 7.oocevvieiiiiiiniiiiicnnnnnn, 700-i through 700-ii .................. 20 Oct 89
700-1 through 700-4.................. Initial
700-5 through 700-6.................. 20 Oct 89
700-7 through 700-12................ Initial
700-13 through 700-14............... 20 Oct 89
700-15 through 700-18............... Initial
700-19 through 700-31............... 20 Oct 89
TOI-1 oo 20 Oct 89
701-2 through 70141 ................ Initial
TO2-1 e 20 Oct 89
TO3-1 e 20 Oct 89
703-2 through 703-28................. Initial
704-1 through 704-7................. Initial
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Chapters
Chapter . 8 ................

Chapter 9............... e,

Chapter 10

Chapter 11

Chapter 12

.............................

.............................

.............................

DOD 5105.38-M

Date of
Page Numbers Latest Revision
8001, 20 Oct 89
800-1 through 800-2.................. Initial
801-1 through 801-6.................. 20 Oct 89
B01-7 oo Initial
B02-1 i Initial
802-2 through 802-7.................. 20 Oct 89
802-8 through 802-23................ Initial
802-24 through 802-25............... 20 Oct 89 .
802-26 through 802-31............... Initial
803-1 through 803-2.................. 20 Oct 89
804-1 through 804-8.................. 20 Oct 89
804-9 through 804-12................ Initial
804-13 through 804-14............... 20 Oct 89
900+ e+t eeeeenn . 20 Oct 89
900-1 through 900-3.................. Initial
901-1 through 901-2.................. Initial
902-1 through 902-3.................. Initial
902-4 through 902-83................ 20 Oct 89
903-1 through 903-3.................. Initial
1000-1 through 1000-2............... Initial
1001-1 through 1001-2............... Initial
1001-3 through 1001-8............... 20 Oct 89
1001-9 through 1001-11............. Initial
1002-1 through 1002-4............... Initial®
1003-1 through 1003-9............... Initial
1003-10 through 1003-13............ 20 Oct 89
1004-1 through 1004-7............... Initial
1005-1 through 1005-3............... Initial
1006-1 through 1006-2............... Initial
1007-1 o Initial
1008-1 through 1008-3............... Initial
1009-1 oo, Initdal
1010-1 through 1010-6............... Initial
1100-1 through 1100-3 ............... Initial
1101-1 e Initial
1101-2 through 1101-5............... 20 Oct 89
1102-1 through 1102-2............... Initial
1200-1 through 1200-24............. Initial
1201-1 through 1201-2............... Initial
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™
o } Date of
' } Chapters Page Numbers vision
.’ Chapter 13 ......cociiiiiiiiiiiiinens 1300-i through 1300-ii ............... 20 Oct 89
1300-1 .. 20 Oct 89
1301-1 through 1301-11 ............. 20 Oct 89
1302-1 through 1302-10............. 20 Oct 89
1303-1 through 1303-12............. 20 Oct 89
1304-1 through 1304-10............. 20 Oct 89
1305-1 through 1305-7............... 20 Oct 89
1306-1..cneneiiiiniieniiiii s 20 Oct 89
1307-1 through 1307-13............. 20 Oct 89
1308-1 through 1308-3............... 20 Oct 89 .
1309-1 through 1309-2............... 20 Oct 89
Chapter 14 .....ccoooiiiiiiiiiiiiens 1400-1 through 1400-9............... Initial
1401-1 through 1401-9............... Initial
1401-10 through 1401-11............ 20 Oct 89
1401-12 through 1401-28............ Initial
Chapter IS.....oooiiiiiiiiiinea. 1500-1 through 1500-20............. Initial
1501-1 through 1501-20............. Initial
1502-1 through 1502-18.............. Initial
.1503-1 through 1503-21............. Initial
e 7}5 Appendix Aol Al throughAll ...l 20 Oct 89
o APPENdiX B......ooveeveeeeeeee. B1 through B2..o.oocooeuereeenn.. Initial
‘ B3 through B6.........c..ccooeeieen 20 Oct 89
B7 through B8............eie. Initial
B9 through B10..............coonatl. 20 Oct 89
B11 through BI1S8...........c..e...e. Initial
B19 through B2l......cccccoiiiienen. 20 Oct 89
Appendix C.....ooovviiiiiiiinnnn.. C1 through C2...........cciiies 20 Oct 89
C3 through C5..ovvvnieiiinnnnennnn. Initial
AppendixD............ D1 through D2........ccocvvviiiinneen 20 Oct 89
D3 throughD16............coooei. Initial
D17 through DI8...................... 20 Oct 89
D19 through D22........cccccuunnnniee Initial
D23 through D30..........ceeeee.. 20 Oct 89
D31 through DS8S...................... Initial
AppendixE.............ol E1 through E22........cccooveennnne. Initial
AppendixF..........o.co. FlthroughF2...............l. 20 Oct 89
F3 throughF4..............ooll. Initial
F5 through F8.........cccooiieiiii. 20 Oct 89
Index ..ccoooviiiiiiiiiii Index-1 through Index-11............ 20 Oct 89
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FOREWARD . ¥

The Security Assistance Management Manual (SAMM)
provides, in a single volume, information and instructions
needed at all levels within the Department of Defense to carry
out responsibilities of the Secretary of Defense for
administering U.S. Military Assistance and Foreign Military
Sales Programs and related activities. Subjects unique to these
programs are covered in detail; those affecting program
administration, but which are of general application to other
DOD programs, are referenced and summarized if appropriate.

The SAMM has been structured to capitalize on the flow of

: :’g security assistance functions and take advantage of the fact

‘ that many of the topics have a natural interrelationship and
corresponding logical interaction. :

User suggestion for improvement to the SAMM, both as to
coverage and arrangement, are solicited. Specific suggestions
should be addressed to the Defense Security Assistance Agency
(DSAA), Operations Directorate.

g
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DEFENSE SECURITY ASSISTANCE AGENCY

WASHINGTON, DC 20301-2800

1 October 1988
Letter of Transmittal

This Security Assistance Managemeﬁt Manual replaces the April 1984 edition of the SAMM,
including nine changes, which should be destroyed.

The revision differs from the previous edition of the SAMM in three substantial areas:
1.  Interim changes, approved since Change 9 was published, have been added.

_ 2. The SAMM has been reformatted to make it easier to locate, and to identify the
location of, information. This includes modification of the previous chapter, section, paragraph,
and table numbering system; figures have been discontinued, previous figures are now tables;
addition of dictionary-style paragraph identification on each page; restructuring the Table of
Contents to show a master Table plus a detailed Table of Contents preceding each chapter; and
expansion of the Index.

3. The Manual has been edited to improve continuity. As examples, the use of
upper and lower case print is now more consistent, the list of acronyms in Appendix A has been
expanded to better correspond with usage in the Manual, and sentence structure has been

. standardized.

The SAMM is the primary instrument for dispensing the guidance necessary for
1mplementat10n of pertinent United States legislative and foreign policy initiatives. Supplement-
ation of the Manual should be undertaken sparingly, to compensate for unique circumstances
within the supplementing agency, and only after consideration of a change to the SAMM itself.

The Defense Security Assistance Agency will continue to welcome comments to make this
Manual a more useful tool in managing the multi-faceted Security Assistance Program.

CHARLES W. BROWN
Lieutenant General, USA
Director



Synopsis of Policy Changes in the Revised SAMM

-The following are the most substantial changes:

Chapter Subject of Change Basis
6 Repair and Replace Program Change 88-04
6 Issuing DOD Stocks Below Reorder Point Change 88-05
6 SAO-Industry SA Relations USDP 131908ZAUGS8
6 Non-U.S. Administrative Support Costs USDP 241600ZAPR81
6 " Add "Sao Tome and Principe" | Pres. Determination 88-17
7 Retransfer Limitations Change 88-02
7 Administrative Charges (Case Cancellations) MILDEPs/DLA/DSAA
7 Non-Standard Support MILDEPs/DLA/DSAA
7 Rescind Case Management Policy DSAA1-18975/88
8 MTMC Single POC, Reconstitution of :
Lost Shipment Documents Change 87-03 '
8 Agents' Fees, Saudi Arabia Change 88-06 i‘
8 Argentina as Excess Property List Recipient Change 88-07 e
8 FMS Shipment to Canada DSAA 1-00074/88
8 FMS Case Closure MILDEPs/DSAA
8 Packaging-Marking MILSTD Change Amy/DSAA
8 Financing RODs Table MILDEPs/DSAA
9 FMS Credit, Direct Loan Agreement Table DSAA
10 Complete Revision, (Changes Throughout) MILDEPs/DSAA
11 Disposal of MAP Property - DSAA
13 C-12 Aircraft Management * Change 88-03
14 Cooperative Projects Change 88-01
14 Release of Technical Data DSAA 1-01898/88
14 Coproduction Agreements , DSAA 1-03586/88
App. F  Transportation Cost Look-Up (Table F-3) DSAA 1-04092/87
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FORWARD

The Security Assistance Management Manual (SAMM)
provides, in a single volume, information and instructions
needed at all levels within the Department of Defense to carry
out responsibilities of the Secretary of Defense for
administering U.S. Military Assistance and Foreign Military
Sales Programs and related activities. Subjects unique to these
programs are covered in detail; those affecting program
administration, but which are of general application to other
DOD programs, are referenced and summarized if appropriate.
The SAMM has been structured to capitalize on the flow of
security assistance functions and take advantage of the fact
that many of the topics have a natural interrelationship and
corresponding logical interaction. '

User suggestion for improvement to the SAMM, both as to
coverage and arrangement, are solicited. Specific suggestions
should be addressed to the Defense Security Assistance Agency
(DSAA), Operations Directorate.
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Chapter Six--Military Export Sales Policies and Considerations

Section 600 - Policy and. Background 600-1
60001 Purpose 600-1
60002 Background 600-1
60003 Policies 600-5
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70101 Purpose 701-1
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and Section 118 Reports of FMS 703-1
70301 Purpose 703-1
70302 Statutory Provisions, Executive Requirements and Exceptions 703-1
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70403 Reporting Requirements ' 704-4
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80001 Implementation 800-1
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80206 Transportation of FMS Materiel 802-8
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Section 902 - Process and Procedures 902-1
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90202 Congressional Authorization and Appropriations 902-1
90203 Apportionment 902-1
90204 Implementation and Management of Loans 902-1
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100210 Security Assistance Management Training 1002-3
100211 Transportation and Travel 1002-3
100212 Living Allowances/Privileges 1002-3
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Section 1003 - Training Program Development, Submission

and Implementation 1003-1
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100405 FTSs ‘ 1004-4
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100501 DOD Informational Program (IP) 1005-1
100502 Extra-Ordinary Expenses 1005-2
Section 1006 - English Language Training 1006-1
100601 English Language Training Policy 1006-1
100602 Minimum English Comprehension Level (ECL) (IMET only) 1006-1
100603 Foreign Countries’ Responsibility IMET only) ‘ 1006-1
100604 Specialized English Language Training (SET) 1006-1
100605 Security Assistance Organization Responsibility -1006-2
100606 Service Waivers 1006-2
Section 1006 - English Language Training (Continued)
100607 English Language Training by Commercial Contract 1006-2
100608 Test of English as a Foreign Language (TOEFL) 1006-2
100609 Direct Entry ECL Failure Forfeiture Charge 1006-2
100610 Used for In-Country English Language Training : 1006-2
Scction 1007 - Reciprocal Exchange Training 1007-1
100701 Purpose 1007-1
100702 PME Exchange Training 1007-1
100703 Unit Exchange Training and Related Support 1007-1
100704 Reports 1007-1
Section 1008 - Student Administration 1008-1
100801 Classified Information 1008-1
100802 Student Security Screening 1008-1 .
100803 Civilian IMS Privileges : 1008-1 .
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3 100804 Student Medical Screening 1008-1

. 100805 Uniforms and Personal Clothing 1008-2
. K 100806 Visits to Canada and Mexico . 1008-2
100807 Dependents of Students 1008-2
100808 IMS and Dependent Employment . 1008-2
100809 Disposition of IMS in Event of an Emergency 1008-2
100810 Political Asylum and Temporary Refuge 1008-2
100811 Instructional Course Materials 1008-2
100812 Country Liaison Personnel 1008-3
100813 Leave or Leave Extensions (IMET) 1008-3
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100904 Data Collection Responsibility 1009-1
100905 Data Format 4 1009-1
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100907 Reports Control Symbol 1009-1
Section 1010 - Funding and Financial Considerations - 1010-1
101001 IMET Programming Instructions 1010-1
101002 Other Training Support 1010-4
101003 Cross Training, Sequence or Prerequisite Training 1010-4
101004 Initial Funding of Current Year Training Program 1010-4
. 101005 Additions/Increases to Current Year Program 1010-4
3 101006 Mid-Year Review of IMET Allocation Levels 1010-5
‘f 101007 End-Of-Year Review of IMET Allocation Levels 1010-5
101008 Cancellation of Training-Penalty Charge 1010-5
101009 Impact of Section 620(q), FAA and "Brooke
Amendment " on Utilization of IMET Funds 1010-5

Chapter Eleven--Military Assistance Program (MAP)
Section 1100 - Use of MAP Funds to Finance

Foreign Military Sales 1100-1
110001 Grant Aid (MAP) Funding 1100-1
Section 1101 - Utilization, Redistribution and Disposal ,
of MAP Materiel 1101-1
110101 Purpose 1101-1
110102 Legal Limitations
110102 Supervision of End-Item Use and Maintenance of Inventories 1101-1
110104 Transfer of MAP Excess Materiel 1101-2
110105 Cannibalization and Retention of MAP Property 1101-4
110106 Disposal of MAP Property 1101-4
Section 1102 - Section 506 Special Authority 1102-1
110201 Purpose 1102-1
110202 Section 506(A) 1102-1
S 110203 Section 506(B) 1102-2 .
.) 110204 Section 506(C) 1102-2
3
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Chapter Twelve--Leases and Loans of Defense Articles

Section 1200 - Leases 1200-1
120001 Authority and Purpose 1200-1
120002 Lease Terms and Conditions - 1200-2
120003 Coordination 1200-3
120004 Congressional Notification 1200-4
120005 Financial Arrangements 1200-5
120006 Lease Closure 1200-5
120007 Reporting 1200-5

Section 1201 - Loans of Defense Articles 1201-1 .,
120101 Authority and Purpose 1201-1
120102 Reporting Requirements 1201-1
120203 Implementation of Loan Documents 1201-1

Chapter Thirteen--Financial Principles and Procedures &

Section 1300 - General 1300-1
130001 Purpose 1300-1

Section 1301 - Legal Background, Responsibilities and Principles 1301-1
130101 Legal Background 1301-1
130102 Full Recovery of Costs 1301-1

- 130103 Responsibilities 1301-1
130104 Basic Principles 1301-1

Section 1302 - Budget Authority 1302-1
130201 Budgetary Authority for FMS Orders 1302-1
130202 Security Assistance Budgets 1302-1

Section 1303 - Accounting 1303-1
130301 Financial Administration of the FMS Program 1303-1
‘130302 Audits and Inspections 1303-1
130303 DSAA Financial Management Review Program 1303-5
130304 C-12 Management 1303-6

Section 1304 - Cash Management 1304-1
130401 Financial Annex to the DD Form 1513 1304-1
130402 Collection of FMS Payments 1304-5
130403 Disbursement Authority for FMS Agreements 1304-6
130404 Accounting for Contractual Progress Payments 1304-6

Section 1305 - Budget Execution 1305-1
130501 Reports 1305-1
130502 Case Reconciliation 1305-1
130503 FMS Case Closure 1305-2
130504 DOD Executive FMS Reconciliation and Case Closure Board 1305-2

Section 1306 - Case Files 1306-1
130601 General FMS Case Files 1306-1
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~ Section 1307 - Pricing of FMS Transactions . 1307-1

. H 130701 General 1307-1
130702 Reserved for Future Use. 1307-1
Previous information in this section moved to Chapter 13.

130703 Articles From Stock 1307-1
130704 Articles From Procurement 1307-2
130705 Authorized Charges 1307-3
Section 1308 - Performance Reporting 1308-1
130801 Performance Reporting/Billing 1308-1
130802 Financing RODs When the USG is Liable. 1308-2

130803 Address of the Central Collection and Billing Office 1308-3 .,
Section 1309 - Delinquent Accounts for FMS Billing 1309-1
130901 Provisions of Financial Annex to LOA 1309-1
130902 Late Payment Causes 1309-1
130903 SAAC Responsibilities for Collection 1309-1
130904 Further Action on Delinquent Accounts ) 1309-1

130905 SAAC Holds Accounting Records After

Transfer of Action to State Department 1309-1
130906 Reporting Formats and Frequencies 1309-2
130907 Interest Assessment on Delinquent Debts 1309-2

Chapter Fourteen--Special Programs and Activities

3 Section 1400 - Special Programs and Activities 1400-1
‘ 140001 Authority and Purpose 1400-1
140002 Management 1400-1
140003 Funding 1400-1
140004 Operating Concepts : 1400-2
140005 Criteria for Procurement - 1400-2
140006 Program Implementation ' 1400-2
140007 FMS Sales of SDAF Items ~ 1400-4
140008 Equipment Loans 1400-6

140009 Transfers Financed By Military Assistance Program Funds 1400-6
140010 Reporting 1400-6
140011 Administrative Expenses 1400-7
Section 1401 - Foreign Manufacture of U.S. Defense Equipment 1401-1
140101 Purpose 1401-1
140102 Background and Scope 1401-1
140103 Authority to Negotiate and Sign International Agreements 1401-1
140104 Principles Regarding Coproduction Policy 1401-2
140105 Security Assistance Coproduction Agreements : 1401-4
140106 Cooperative Projects Under the AECA, Section 22 1401-10
140107 Requests for Offset Procurement 1401-14
140108 Release of Technical Data 1401-14
140109 Royalty Fee Management 1401-22
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Chapter Fifteen--DSAA Management Information Systems

Section 1500 - DSAA 1200 Foreign Military Sales (FMS)
System Overview, Guidance, and Data Submission Instructions 1500-1

150001 Purpose 1500-1
150002 Description of the Foreign Military and Construction

Sales Information System 1500-1
150003 Reporting Frequency 1500-2
150004 Data Base Updates ' 1500-3
150005 Preparation and Submission of Data Input for

The DSAA 1200 System - 1500-3

Section 1501 - DSAA 1200 Foreign Military Sales (FMS) -

System Qutput Products 1501-1
150101 Purpose : 1501-1
150102 Source of Output Reports 1501-1
150103 Categories of DSAA 1200 System Output Reports 1501-1
150104 Requests for DSAA 1200 System Output Reports 1501-1
150105 DSAA 1200 System Output Reports 1501-1
150106 Abbreviated Titles Used in DSAA 1200 System _

Output Products/Reports 1501-4
Section 1502 - DSAA 1000 Materiel and Training System,

Overview, Data Submission Instructions, and Reports 1502-1
150201 Purpose 1502-1
150202 System Description 1502-1
150203 DSAA 1000 System Reports 1502-1
150204 Data Preparation and Submission 1502-2

Section 1503 - MASL, Overview, Guidance Data Submission

Instructions, and System Output Products 1503-1
150301 Purpose 1503-1
150302 General ' 1503-1
150303 MASL Content 1503-2
150304 MASL Relationships to DSAA Program Data : 1503-7
150305 MASL Distribution : 1503-8
150306 Inquiries on MASL Content 1503-8
150307 MASL Data Submission 1503-9
150308 Data Submission Instructions and Formats ' 1503-9
APPENDIX A - ABBREVIATIONS AND ACRONYMS , A-1
APPENDIX B - GLOSSARY OF SELECTED TERMS B-1
APPENDIX C - DOD DIRECTIVES, INSTRUCTIONS, AND MANUALS C-1
APPENDIX D - DSAA INFORMATION SYSTEMS DATA ELEMENT Co

DICTIONARY D-1
~ Table D-1 - Action Code - 1000 System D-19

Table D-2 - Commitment Code - 1000 System D-21

Table D-3 - Condition Code - 1000 System D-22
Table D-4 - Cost Code - 1000 System D-23
Table D-5 - Country/Activity Code - Alphabetic , D-24
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Table D-7 - Generic Codes - All Systems D-33
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Table D-9 - Source Supply Code - 1000 System D-72
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Table E-1 - Price and Availability Report (RCS: DSAA(Q) 1138) E
Table E-2 - Report of EDA Sold Under Foreign Military Sales E
Table E-3 - Foreign Military Construction Sales E-
E
E
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Table E-4 - DSAA Reports Control System
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Table E-6 - Statutory Reports to Congress Submitted by DOD on

Security Assistance E

Table E-7 - Current Reporting Requirements Under DSAA Reports
Control System E-17
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CHAPTER ONE
INTRODUCTION TO SECURITY ASSISTANCE

Section 100 - Manual Purpose and Structure

10001 _ PURPOSE. DOD 5105.38-M, SAMM, has been published to establish policies and
procedures required to carry out the management of security assistance in accordance with the FAA
1961, as amended; the AECA, 1976, as amended; and other applicable statutes and directives.

. The Manual has been organized to follow the logical steps asso-
ciated with the various processes that occur in security assistance management.

A. Major related categories of information are organized by chapter. Categories within each
chapter are refined at the section level. These sections within individual chapters are numbered
sequentially. For example, Chapter 1 contains sections 100 and 101; Chapter 2 contains sections
200, 201, 202, etc.

B. Itshould be noted that the organization of the chapters is such that closely related topics
are brought under one heading while still retaining the unique, though interrelated, characteristics
addressed in the separate sections of the chapter. Through this arrangement the reader has an
opportunity to review the contrasts and comparisons of each related topic, thereby enhancing the
understanding of each process and its inherent procedures.

10003 CHAPTER IDENTIFICATION SYSTEM.

A. Within a chapter's sections, paragraphs are numbered consecutively with a five or six
digit number consisting of the section number and a two-digit paragraph identifier. For example,
the first paragraph in the first section of Chapter One is numbered 10001, and the next paragraph is
numbered 10002. Similarly, the first paragraph in the next section of Chapter One is numbered
10101. Subparagraphs and subdivisions thereof are identified, in turn as necessary, by upper-case
letters, arabic numerals, lower-case letters, arabic numerals in parentheses, lower-case letters in
parentheses, underlined arabic numerals and underlined lower-case letters. Thus, a subparagraph
might be referred to as subparagraph 10001.A.1.a(1)(a)l.a.

B. Page numbers consist of a two-part number. The first part will be the section number
and the second part will be the applicable consecutive arabic numeral (e.g., 100-1, 100-2, etc.). In
the event changes to the Manual require the insertion of a page between two consecutively
numbered pages, decimal suffixes will be used (e.g., 100-1.1, 100-1.2, etc.).

C. Table numbers consist of a two-part number. The first part will be the section number
and the second part will be an arabic number assigned to the table; e.g., Table 100-1 is followed by
Table 100-2, etc.

D. Appendix numbers consist of a two-part number. The first part will be the consecutive
~ letter of the alphabet and the second part will be the page number (e.g., Appendix A page numbers
will appear as A-1, A-2, A-3, etc.)

10004 _APPLICABILITY. The provisions of this Manual apply to OSD, its separate
agencies, the MILDEPs, Unified Commands and their agencies, SAOs, the Organization of the
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Joint Chiefs of Staff (OJCS), and all other Defense agencies (hereinafter referred to collectwely as
"DOD Components") engaged in the management or implementation of security assistance.

10005 OBIECTIVES. The general objectives of the Manual are to:

Assure full compliance with the legislative authorities of the FAA, AECA, and other
relevant statutes. _

Provide an organized compilation of related guidance and procedures.

Facilitate its use as a practical management tool.

Provide a definitive cross-index for ease in its use.

Provide cross-references to other applicable directives and regulations, where appropriate.
Ensure compliance with all policies, procedures, and management reporting requirements.

10006 BASIC ISSUES AND CHANGES.

A. The Manual, published in a loose-leaf format, is designed to accommodate changes to
policy and procedures with minimum effort. .

mHYOw >

B. The Defense Security Assistance Agency (DSAA) is responsible for determining and
developing all changes to the Manual. Two types of changes are involved--interim and formal.
Interim changes will be made through a DSAA message (TWX) or memorandum format. A formal
change, published as required, will incorporate all apphcable interim changes issued during the
immediate preceding period.

C. Formal changes, sequentially numbered and dated, will be made to the extent feasible by
the reissuance, addition or deletion of complete pages. Lines that are being changed will be
indicated by an asterisk (*) in the margins. If a complete rewrite of a paragraph or subparagraph,
~ or the addition of a new paragraph or subparagraph is involved in the pages reissued, only the first
line of such paragraph or subparagraph will be annotated with a double asterisk (**).

10007 _ DISTRIBUTION. The Manual and formal changes thereto will be distributed to DOD
activities by the Defense Institute of Security Assistance Management (DISAM/DIR), Wright-
Patterson Air Force Base, Ohio, 45433-5000. Distribution within each MILDEP,; i.e., Army,
Navy, and Air Force, will be provided through each MILDEP's publications distribution system.
The respective points of contact are:

Navy: Navy Office of Technology Transfer and
: Security Assistance
ATTN: TTSA-04B2
U.S. Department of the Navy
Washington DC 20360-5000

Army: Department of the Army
Deputy Chief of Staff for Logistics
- Security Assistance Policy Coordinating Office
ATIN: DALO-SAA
Rm 3D560, The Pentagon
Washington DC 20310-0512

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

100-2
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10008, DOD 5105.38-M

Such distribution will be in accordance with addressee lists developed and provided by the DSAA
Comptroller, Office of FMS Control Division, Washington DC, 20301-2800. Requests for
commercial purchases of the SAMM should be directed to the Defense Institute of Security
Assistance Management, DISAM/DIR, Building 125, Area B, Wright-Patterson AFB OH 45433-
5000.

Requests for clarification or interpretation of, or changes to, the provisions of this Manual should
be submitted through security assistance management channels to the DSAA (ATTN: DSAA/OPS-
E), Washington DC, 20301-2800. Any guidance contained in this Manual that appears to be in
conflict with other DOD issuances or governing statutes and regulations should be reported to
DSAA/OPS-E. Deviations from the policies presented in this Manual may not be implemented
without the explicit prior approval of the Director, DSAA, based upon justified requests from the
components of the DOD.

. The provisions of this Manual
are effective upon date of transmittal. ‘
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“Section 101 - Rationale and Scope

10101 PURPOSE. This section summarizes the rationale and scope of the SA program.
. - ) . s .
A. Security assistance has historically played a prominent role in foreign and defense
policy. The SA Program is an essential complement to the overall U.S. defense effort. When we

directly assist other nations in mceung their defense requirements, we also make a contribution to
our own security.

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

10103 - SA_SCOPE.

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

B. SA consists of the following major programs:

1. Programs administered by the DOD:
a. FMS;
b. FMS Financing;
~¢. MAP;
d. IMET.
2. Programs administered by the Department of State:
. a. ESF; » o
b. PKO;
" ¢. Commiercial Export Sales licensed under the AECA.

10104 IMPLEMENTATION. DOD administers and manages all transactions that involve
~ the transfer of defense articles and services. In this regard, SA is an integral element of the DOD
‘mission. The development and execution of the program shall be accorded the same high degree of
attention and efficiency as other DOD programs. To the extent practical, security assistance
requirements shall be integrated with other DOD requirements and 1mplemented through the same
DOD systems, facilities, and procedures.
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CHAPTER TWO
MAJOR STATUTORY AND POLICY PROVISIONS

Section 200 - General

. This chapter highlights the fundamental legal authorities and restrictions
that apply to the components of the overall security assistance program managed by the DOD.

20002  BACKGROUND. MAP and IMET are grant aid programs administered under the
authority of the FAA of 1961, as amended. FMS is made under the authority of the AECA, 1976,
as amended.

A. The Administration annually makes specific requests to Congress for the SA budget and
any legislative amendments necessary to meet changing requirements. The Congress reviews the
Administration's request and then appropriates the funds, and enacts such amendments deemed
appropriate for carrying out the program. Standing authorizations relate to:

1. The sale of defense articles, services, and training (FMS).
The sale of design and construction services (FMCS).
The extension of direct and guaranteed credit in connection with sales (FMSCR).
The lease of defense articles.
The transfer of MAP funds to the FMS Trust Fund.

The provision of grant training under the IMET Program.

N oo v e W

The furnishing of defense articles, defense services, and training as grant aid from
DOD resources (FAA Section 506 drawdown).

B. Anp_mpﬂmm Appropriations must be obtamed from the Congress for paragraphs
3., 5., and 6. of the above USG-financed program authorizations. Appropriations also are
requested to reimburse DOD for the value of items furnished under FAA Section 506 drawdown.

C. CRA. In the event that the regular foreign aid appropriations are not legislated prior to

the beginning of the fiscal year, essential FMSCR, MAP, and IMET activities are usually carried
out under a CRA which constitutes temporary or stop-gap appropriations made by the Congress.
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“Section 201 - Grant Aid

20101 GENERAL. Grant aid is furnished through programs for MAP and IMET.
20102 MAP.
A. General authority and conditions of eligibility appear in Chapter 2 of the FAA.

B. The drawdown program includes furnishing defense articles, defense services, and
training by drawdown of DOD resources under emergency conditions and procedures as set forth
in Section 506, FAA. Procurement is not authorized under this prov131on Refer to Chapter 11 for
appropriate details.

C. Except for administrative costs and the close-out of country programs initiated prior to
FY 1982, funded programs are implemented under the provisions of Section 503(a)(3) which
permits the transfer of MAP funds to the countries’ FMS trust accounts. Atrticles, services, and
training acquired with such funds are indistinguishable from other FMS acquisitions and thus are
treated identically.

20103 IMET. The IMET program is operated as a discrete grant aid program under unique
policies and procedures. Refer to Chapter 10 for details.
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Section 202 - FMS

20201 LEGISLATIVE AUTHORITY FOR EMS.
A. AECA, 1976, as amended.

1. Eligibility. No defense articles or defense services may be sold or leased to any
country or international organization under the AECA unless the President finds, in accordance
with Section 3 thereof as amended, that:

a. The furnishing of defense articles and defense services to such country or
international organization will strengthen the security of the U.S. and promote world peace;

b. The country or international organization shall have agreed not to transfer title
of, or possession of, any defense article or related training or other defense service so furnished to
it to anyone not an officer, employee, or agent of that country or international organization, and not
to use or permit the use of such article or related training or other defense service for purposes
other than those for which furnished unless the consent of the President has first been obtained,;

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

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

2. List of Eligible Countries. The current list of eligible countries and
international organizations determined by the President is provided in Chapter 6 of this Manual.
3. Presidential Determination. The President must determine the eligibility of the

prospective purchaser on the basis that sales will strengthen U.S. security and promote world
peace [AECA, Sec. 3(a)(1)].

4. Designation of Defense Articles and Services. The terms "defense article”
and "defense service" are defined by AECA, Sec. 47, for purposes generally of the AECA,
including FMS and leases. However, for the purposes of direct commercial exports, the President
is authorized [AECA, Sec. 47(7)] to designate those items which shall be considered defense
articles and defense services, and to promulgate regulations for control of the export and import of
such articles and services. The items so de51gnated shall constitute the United States Munitions
List [AECA, Sec. 38(a)]. Items in categories which are asterisked on this list are considered SME.
A copy of the U.S. munitions list is enclosed at Table 202-1.

5. Secretary of State Approval Authority. The Secretary of State shall be
responsible for determining whether there shall be a sale to a country and the amount thereof,
- whether there shall be a lease to a country, and whether there shall be delivery or other

_ performance under such sale or lease of export to the end that sales, leases, and exports are
integrated with other U.S. activities and that the foreign policy of the U.S. is best served thereby
[AECA, Sec. 2(b)].

6. Arms Control. Arms control consequences must be taken into consideration
when evaluating any FMS sale [FAA, Sec. 511; AECA, Sec. 38(a)(2); AECA, Sec. 42(a)(3)].
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Decisions to issue licenses or approve sales under the Arms Export Control Act or to furnish
military assistance under the FAA of 1961, as amended, shall be made in coordination with the
Director of the Arms Control and Disarmament Agency and shall take into account the Director's
opinion on the extent to which such exports, sales, or assistance will contribute to an arms race,
increase the possibility of outbreak or escalation of conflict, or prejudice the development of
bilateral or multilateral arms control arrangements.

7. Atomic Energy Act and Major Ship Transfers. Provisions of the Atomic
Energy Act of 1954, as amended, and title 10 USC 7307 requiring separate legislation for major
ship transfers are unaffected by the AECA, Sec. 44. (See Paragraph 20302 of this chapter for
futher discussion.)

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

9. ‘ .
FMS credit funds may be used for procurement outside the U.S. only if the President determines
that such procurement will not result in adverse effects upon the U.S. economy or the industrial
mobilization base [AECA Sec. 42(c)]. Prior consultations with DSAA and with the Departments
of State and Treasury are required.

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

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

20202 POLICIES.
A. General.
RS Basic Sales.Policy. In Chapter 1, Section 1 of the AECA, the Congress:

a. Recognized the increasing cost and complexity of defense equipment and the
continued need for international defense cooperation to maintain peace and security;

b. Established the policy that sales will facilitate the common defense by entering

into international arrangements with friendly countries on projects of cooperative exchange of data,

research, development, production, procurement, and logistics support to achieve national defense
requirements and objectives of mutual concern;

c. Declared that the AECA authorizes sales that further U.S. security objectives to

friendly countries to equip their forces with due regard to the impact of sales on social and
economic development and on arms races; and

202-2
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d. Declared the sense of the Congress that all such sales be approved only when
they are consistent with U.S. foreign policy interests.

B. Materiel Transfer Policy.

1. Use of FAR and DOD FAR Supplement, When procuring for a foreign
government, DOD will apply the same contract clauses and contract administration as it would use
in procuring for itself, except where deviations are authorized in the DOD FAR Supplement. If a
sole source procurement requested by a foreign government appears to be motivated by objectives
in conflict with this requirement or with any U.S. legislation, the request must be forwarded to the
DSAA, which may forward the request to the Department of State for consideration. No LOA in
such cases will be issued without approval of the Director, DSAA.

2. FMCS. In addition to sales of defense items and defense services, the DOD may
sell design and construction services to eligible foreign countries or international organizations
(AECA, Sec. 29). Such sales are treated as AECA sales, but in a separate category from FMS.

3. Proper Use of Materiel. Consistent with its resources and the situation

prevailing in country, the designated U.S. SAQ is responsible for supervising and reporting on the

utilization by the foreign country of defense articles and services acquired through FMS or leased
to the recipient by the DOD.

4. Diversion of Materiel. DOD policy calls for a determination to be made that the
sale of a defense item will not degrade U.S. defense efforts by taking needed equipment from U.S.
stocks (withdrawals), or by disrupting deliveries of critical items from production for U.S. forces
(diversions), unless security or foreign policy requirements are such that sale of the item is in the
overall U.S. national interest.

5. Insurance. Purchasers will self-insure FMS shipments or obtain commercial
insurance without any right of subrogation of any claim against the United States. In extraordinary
situations, and upon specific request by the purchaser and receipt of written authorization from the
purchaser for the designated departmental procurement activity to act as the agent of the purchaser
to obtain pricing quotes and, if necessary, procure the insurance required, insurance may be
obtained by the military department concerned and billed as a separate line item on DD Form 1513.
For FMS cases already implemented, authorized insurance coverage can be added by amendment.
Whenever a MILDEP does provide these services to a purchasing country or organization, it
should obtain insurance from a U.S. insurance firm if possible, and in any event it should point
out that this is an exceptional arrangement, and should encourage and assist the purchaser to make
its own arrangements for insurance for subsequent cases.

6. Delivery Commitments. The availability data set forth in FMS cases which
have been properly accepted and funded by the purchasing country or international organization
constitute commitments by the U.S. Fulfillment of these commitments is an important measure of
the good faith of the U.S. in dealing with its friends and allies. Accordingly, all DOD components
shall assure that FMS delivery commitments are fully coordinated, and that the material conforms
to the standards on the LOA, and can be delivered in the agreed time period. Cases where
proposed sales involve the delivery of major equipment which is in relatively short supply, or in
less than procurement lead time, or which the military departments determine to be in conflict with
U.S. requirements, shall be referred promptly to the DSAA. In this matter, early awareness of
foreign requirements which generate production/delivery conflicts will enable the DOD to establish
the most favorably attainable delivery schedule.
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7. Materiel Standards. It is DOD policy that defense articles offered and sold to.

foreign governments and international organizations should reflect favorably upon the United
States. Therefore, defense articles offered and sold under FMS will normally be new or unused,
or as a result of rehabilitation, possess original appearance insofar as possible, and, as a minimum,
have serviceability standards prescribed for issue to U.S. forces. If the customer country desires
exclusively new end items of equipment, this requirement will be stated in the LOA. If the
customer desires to purchase "as is/where is," this will also be stated in the LOA.

8. Procurement in Foreign Countries. Unless dictated by overriding logistics
considerations approved by the SECDEF, the DOD will not enter into sales arrangements which
entail commitments for DOD procurement in foreign countries.

C. Financial Management.

1. Recovery of Cost. The FMS program must be managed at no cost to the USG
(with certain exceptions specifically covered by law), while insuring prompt and complete service
to the customer. This requires a thorough understanding of procedures for pricing items or
services furnished, adxmmstermg FMS cases, and reporting of deliveries of materiel or services.
The LOA agreement makes it mandatory for the purchaser to pay for the full value of the
transaction, regardless of terms of sale specified for the individual case.

2. Ea_y_mgm_inJLS_,_]lQ]]_a[s. Sales may be made under FMS only if the ehglble
purchaser agrees to pay in U.S. dollars (AECA, Secs. 21 and 22). Payment in kind (barter) is
authorized by Section 21(h) AECA under the limited circumstances specified therein.

3. Credits.

a. Use of Credit for Essential Items. Credit and credit guaranties under the
AECA will be used only to assist countries in acquiring essential items which cannot reasonably be
financed by other means and normally will be used only to finance investment requirements.

b. Use of Concessionary Credit Terms. Concessionary credit terms (i.e.,
interest rates less than cost of money to the USG) will be granted only when determined by the
President (Sec. 23, AECA).

c. Repayment of Credit. FMS credits must be repaid in U.S. dollars within
12 years after the loan agreement has been signed on behalf of the USG (Sec. 23, AECA), unless
otherwise provided for by U.S. law.

d. Use of Credit Payments. Cash recelved from FMS and from repayments
of FMS credits shall not be used for financing new credits or guaranties. (Sec. 37, AECA).

4. Financing of Sales.

a. U.S, Guaranties. Financing by any individual, corporation, partnership, or
other judicial entity doing business in the U.S. (excluding USG agencies other than the Federal
Financing Bank) may be guaranteed by the USG if such financing is in connection with FMS or
- FMCS or direct commercial sales of defense items. Fees shall be charged for such guarantles
(Sec. 24, AECA)

b. Export-Import Bank. Export-Import Bank financing of sales of defense
items to economically less developed countries is prohibited. (Sec. 32, AECA).
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® TABLE 202-1
P Part 121 -. The United States Munitions List

[Extracted from the International Traffic in Arms Regulations (ITAR), printed in the Federal
Register, Vol. 49, No. 236, December 6, 1984, Rules and Regulations, pages 47682 through

47712.}

PART 121—-THE UMITED STATES
MUNITIONS LIST

Enumeration of Articles

Sec.”

121.1 - Ceneral. The United States Munitions
List.

121.2 Interpretations of the United States
Munitions List.

1213 Aircraft and related articles.

121.4 Amphibious vehicles.

121.5 Apparatus and devices under
Category IV(c).

121.8 Cartridge and shell casings.

121.7 Chemical agents.

121.8 End-items, components, accessories,
attachments, pacts, firmware, software
and systems.

1219 Firearms.

121.10 Porgings, castings and machined
bodies.

121.11 Military demolition blocks and
blasting caps.

121.12 Military explosives.

121.13 Military fuel thickeners.

121.14 Propellants.

121.15 Vessels of war and special naval
equipment.

Authority: Section 38, Arms. Export Coatrol

Act, 90 Stat. 744 (22 U.S.C. 2778); E.O. 11958,

42 FR 4311; 22 U.S.C. 2658.

Enumeration of Articles

§ 121.1 General The United States
Munitions List.

{a) The following articles, services
and related technical data are
designated as defense articles and
defense services pursuant to sections 38

«, and 47(7) of the Arms Export Control
Act (22 U.S.C.~2778 and 2794(7)).

Changes in designations will be
published in the Federal Register.
Information and clarifications on "
whether specific items are defense
articles and services under this
subchapter may appear periodically in
the Munitions Control Newsletter
published by the Office of Munitions
Control.

(b) Significant Military Equipment.
An asterisk precedes certain defense
articles in the following list. The asterisk
means that the article is deemed to be
“significant military equipment” to the
extent specified in § 120.19. The asterisk
is placed as a convenience to help
identify such articles.

Category [—Firearms

*(a) Nonautomatic, semi-automatic and

fully automatic firearms to caliber .50

inclusive, and all components and parts for

such firearms. (See §§ 121.9 and 123.16-
123.19.)

(b) Riflescopes manufactured lo military
specifications, and specifically designed or
modified components therefor: firearm
silencers and suppressors, including flash
suppressors.

*(c) Insurgency-counterinsurgency type
firearms or other weapons having a special
military application [e.g. close assault
weapons systems) regardless of caliber and
all components and parts therefor.

Category ll-Astillery Projectors

*(a} Guns over caliber .50, howitzers,
mortars, and recoilless rifles.

*(b) Military flamethrowers and projectors.

{c) Components, parts, accessories and
attachments for the articles in paragraphs (a)
and (b) of this category, including but not

limited to mounts and carriages for these
articles.

[Note: "Significant military equipment” means articles for which special export controls are warranted because of
‘ their capacity for substantial military utility or capacity.]

TABLE 202-1. The United States Munitions List.
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Category 1ll—Ammunition

*(a) Ammunition for the arms in Categories
1 and H of this section. (See §211.6.)

(b) Components, parts, accessories, and'
attachments for articles in paragraph (a} of
this category. including but not limited to
cartridge cases, power bags, bullets. jackets,
cores, shells (excluding shotgun shells),
projectiles, boosters, fuzes and components
therefor, primers, and other detonating
devices for such ammunition. (See § 121.8.)

(c} Ammunition belting and linking
machines.

*(d) Ammunition manufacturing machines
and ammunition loading machines {except
handloading ones).

Category IV—Launch Vehicles, Guided
Missiles, Ballistic Missiles, Rockets,
Torpedoes, Bombs and Mines

*(a) Rockets {including but not limited to
meteorological and other sounding rockets),
bombs. grenades, torpedoes, depth charges,
land and naval mines, as well as launchers
for such defense articles, and demolition
blocks and blasting caps. (See § 121.11.}

*+(b) Launch vehicles and missile and anti-
missile systems including but not limited to
guided, tactical and strategic missiles,
launchers, and systems. _

(c) Apparatus, devices, and materials for
the handling, control, activalion, monitoring
detection. protection, discharge, or
detonation of the articles in paragraphs (a)
and (b) of this category. (See § 121.5.]

*(d) Missile and space vehicle
powerplants. .

" *(e) Military explosive excavating dev:cgs

*(f) Ablative materials fabricated ot semi-
fabricated from advanced compaosites {e.g-
silica. graphite, carbon, carbon/carbon, and
boron filaments) for the articles in this
category that are derived directly from or
specifically developed or modified for
defense articles. .

*(g) Non/nuclear warheads for rockets and
guided missiles. .

{b) All apecifically designed or modified
components, parts, accessories, attachments,

and associated equipment for the articles in
this category.

Category V—Explosives, Propellants, and
Incendiary Agents
*(a) Milifary explostves. {See § 121.12.)
*(b) Military fuel thickeners. (See § 121.13)

{c) Propellants for the articles in Categories
It and IV of this section. (See § 121.14)

(d) Military pyrotechnics, except
pyrotechnic materials having dual military
and commercial use.

{e) All compounds specifically formulated
for the articles in this category.
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Category VI—Vessels of War and Special
Naval Equipment

*(a) Warships, amphibious warfure vessels,
landing craft, mine warfare vessels, patrol
vessels, auxiliary vessels and service craft,
experimental types of naval ships and any
vessels specifically designed or modified for
military purposes. (See § 121.15.)

*(b) Turrets and gun mounts, arresting gear,
special weapons systems, protective systems,
submarine storage batteries, catapults and
other components, parts. attachments, and
accessories specifically designed or modified
for combatant vessels.

(c)Mine sweeping equipment, compenents,
parts, attachments and accessories
specifically designed or modified therefor.

(d) Harbor entrance detection devices,
(magnetic, pressure, and acoustic ones) and
controls and components therefor.

“{e) Naval nuclear propulsion plants, their
land prototypes, and special facilities for
their construction support, and maintenance.
This includes any machinery, device,
component, or equipment specifically
developed, designed or modified for use in
such plants or facilities. (See § 123.21.)

Category VII—Tanks and Military Vehicles

*(a) Military type armed or armored
vehicles, military railway trains, and vehicles
specifically designed or modified to
accommodate mountings for arms or other
specialized military equipment or fitted with
such items. )

*(b) Military tanks, combat engineer
vehicles, bridge launching vehicles, half-
tracks and gun carriers.

*(c) Self-propelled guns and howitzers.

(d) Military trucks, trailers, hoists. and
skids specifically designed, modified, or
equipped to mount or carry weapons of
Categories. 1. I and IV or for carrying and
handling the articles in paragraphs (a} of
Categories 11l and 1V.

“(e) Military recovery vehicles.

*(f) Amphibious vehicles. (See § 121.4.)

*(g) Engines specifically designed or
modified for the vehicles in paragraphs (a).
(b). [c). and (f) of this category.

(h} All specifically designed or modified
components and parts, accessories,
attachments, and associated equipment for
the articles in this category, including but not

_limited to military bridging and deep water

fording kits.

TABLE 202-1.

202-6

[Continued]




Category VIli—Aircraft, Spacecraft, and
Associated Equipment
*{a) Aircraft, including but not limited to
helicopters, non-expansive balloons, drones.
and lighter-than-air aircraft, which are
specificully designed. modified. or equipped
for military purposes. This includes but is not
limited to the following military purposes:
gunnery, bombing. rocket or missile
launching. electronic and other surveill_ance.
reconnaissance, refueling, aerial mapping.
military liaison, cargo carrying or dropping.
personnel dropping, airbome warning and
" control, and military training. (See § 121.3.)

(b)*(1) Spacecraft, incduding manned and
unmanned, ‘active and passive satellites
(except those listed in Category VIII(b{2).

(2) Non-military communication satellites
(excluding ground stations and associated
equipment not enumerated elsewhere in
§121.1).

*(c) Military aircraft enginea, except
reciprocating engines, and spacecraft engines
specifically designed or modified for the
aircraft and spacecraft in paragraphs {a} and
(b) of this category.

*(d) Cartridge-actuated devices utilized in
‘emergency escape of personne] and airborne
equipment (including but not limited to
airborne refueling equipment) specifically

designed or modified for use with the aircraft,

spacecraft, and engines of the types in
paragraphs (a), (b), and (c) of this category.

(e) Launching and recovery equipment for
the articles in paragraphs {a) and (b) of this
category. if the equipment is specifically
designed or modified for military use or for
use with spacecraft. Fixed land-based
arresting gear is not included in this category.

(f) Power supplies and energy sources
specifically designed or modified for
spacecraft.

{g) Components, parts, accessories,
“attachments, and associated equipment
(including ground support equipment)
specifically designed or modified for the
articles in paragraphs (a) through (f) of this
category, excluding aircraft tires and
propellors used with reciprocating engines.

(h) Developmental aircraft components
which have a significant military application,
excluding aircraft components concerning
which Federal Aviation Agency certification
has been granted.

*{i) Ground effect machines (GEMS)
specifically designed or modified for military
use, including but not limited to surface effect
machines and other air cushion vehicles, and
all components, parts, and accessories,
attachments, and associated equipment
specifically designed or modified for use with
such machines.
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*(j) Inertial navigation systems and
components designed specifically for such
systems. Systems or components which are
standard equipment in civi} aircraft, including
spare parts and spare units to be used
exclusively for the maintenance of inertial
navigation equipment incorporated in civil
aircraft, and which are certified by the

"Federal Aviation Administration as being an
integral part of such aircraft are subject to
export regulation by the Office of Munitions
Control only if the export is intended for a
controlled country described in section 620(f)
of the Foreign Assistance Act of 1961, as
amended (22 U.S.C. 2370(f)) (except
Yugoslavia). The Export Administration Act
of 1979, as amended (50 U.S.C. App. section
2418(c)) deals with the export of such items to
non-controlled countries. All exports of
technical data (regardless of destination)
relating to the design, development,
production or manufacture of inertial
navigation equipment {regardless of
accuracies) or its related parts, components,
or subsystems are subject to the requirements
of the regulalions contained in this
subchapter. The export of technical data
relating to the repair of parts, components, or
subsystems of inertial navigation systems
(including accelerometers and gyroscopes)
which are not certified by the FAA as being
an integral part of civil aircraft are subject to
the requirements of this subchapter. The
provisions of XI(e) and Xll{c) are not
applicable to such exports of technical data.

Category IX—Military Training Equipment
(#) Military training equipment including
but not limited to attack trainers, radar target

trainers, radar target generators, gunnery
training devices, antisubmarine warfare
trainers, target equipment, armament training
units. operational flight trainers, air combat
training systems. radar trainers, navigation
trainers, and simulation devices related to
defense articles.

(b) Components. parts, accessories,
attachments, and assdiated equipment
specifically designed or modified for the
articles in paragraph (a) of this category.

Category X—Protective Personnel Equipment

(a) Body armor specifically designed,
modified or equipped for military use;
articles, including but not limited to clothing,
designed, modified or equipped to protect
against or reduce detection by radar, infrared
(IR} or other sensors; military helmets
equipped with communications hardware,
optical sights, slewing devices or mechanisms
to protect against thermal flash or lasers,
excluding standard military helmets.

{b) Partial pressure suits and liquid oxygen
converters used in aircraft in Category
Vlil{a).

TABLE 202-1.

[Continued]



(c) Protective apparel and equipment’
specifically designed or modified for use .with
the articles in paragraphs (a} through (d) in
Category XIV. )

(d) Components, parts, accessories.
attachments, and associated equipment
specifically designed or modified for use with
the articles in paragraphs (a). (b}, and (c) of
this category.

Category XI—Military and Space Electronics

(a) Electronic equipment not included in
Category Xi! of the Munitions List which is
assigned a military designationoris
specifically designed. modified or confngurgd
for military application. This includes but is
not limited to the following:

*{1} Underwater sound equipment.
including but not limited to towed arrays.
electronic beam forming sonar, target )
classification equipment, and spectrographic
displays: search, acquisition, tracking.
moving target indication and imaging radar
systems: active and passive_ countermeasures
and counter-countermeasures equipment;
electronic fuses: identification systems:
command. control and communications
systems; and. regardless of designation. any
experimental or developmental electronic
equipment specifically designed or modified
for military application. or for use with a
military system and

(2) Sonic depth finders: underwater _
telephones:. electro-mechanical beam forming
sonars and elementary sonobuoys: radios
(including transceivers): weather. navigation,
and air traffic control radar systems:
navigation, guidance, object-locating
equipment; displays; and telemetering
equipment.

(3) Armored coaxial cable capable of RF,
optical, or high voltage power transmission.

(b) Space electronics:

*(1) Electronic equipment specifically
designed or modified for spacecraft and
spaceflight, and

(2) Electronic equipment specifically
designed or modified for use with non-
military communications satellites.

*(c) Electronic systems or equipment
specifically designed, modified, configured,
used or intended for use in search,
reconnaissance, collection, monitoring,
direction-finding, display , analysis and
production of information from the
electromagnetic spectrum for intelligence or
security purposes and electronic systems or
equipment designed or modified to counteract
such surveillance and monitoring. ]

(d) Very High Speed Integrated Circuit
(VHSIC) semiconductor devices that are
specifically designed for military applications
and which have a high-speed signal and
image processing capability with an
operational parameter (gate-time-clock-
frequency) or greater than 10 11 gates X hertz
for an individual semiconductor device.
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(e) Components, parts, accessories,
attachments, and associated equipment
specifically designed or modified for use or
currently used with the equipment in
paragraphs (a) through (c) of this category,
except for such items as are in normal
commercial use,

Category XII—Fire Control, Range Finder,
Optical and Guidance and Control Equipment

*(a) Fire control systems; gun and missile
tracking and guidance systems: military
infrared, image intensifier and other night
sighting and night viewing equipment;
military masers and military lasers; gun
laying equipments; range, position and height
finders and spotting instruments; aiming
devices (electronic, gyroscopic, optic, and
acoustic); bomb sights, bombing computers, .
military television sighting and viewing units,
inertial platforms, and periscopes for the
articles of this section.

*(b) Inertial and other weapons or space
vehicle guidance and control systems;
spacecraft guidance, control and stabilization
systems:; astro compasses; and star trackers.

{c) Components, parts, accessories,
attachments, and associated equipment
specifically designed or modified for the
articles in paragraphs (a) and (b) of this
category, except for such items as are in
normal commercial use.

Category XIII—Auxiliary Military Equipment

(a) Aerial cameras, space cameras, special
purpose military cameras, and specialized
processing equipment therefor; military
photointerpretation, steroscopic plotting, and
photogrammetry equipment, and components
specifically designed or modified therefore.

{(b) Speech scramblers, privacy devices,
cryptographic devices and software
(encoding and decoding), and components
specifically designed.or modified therefore,
ancillary equipment, and protective
appraratus specifically designed or modified
for such devices, components, and
equipment.

(c) Self-contained diving and underwater
breathing apparatus specifically designed or
modified for a military purpose and
components specifically designed or modified
therefore. :

(d) Armor plate and structural materials
(including but not limited to plate, rolled and
extruded shapes, bars and forgings, castings,
welding consumables, carbon/carbon and
metal matrix composites) specifically
designed or modified for defense articles.

{e) Concealment and deception equipment,
including but not limited to special paints,
decoys, and simulators and components,
parts and accessories specifically designed or
modified therefor. '

{f) Energy conversion devices for producing
electrical energy from nuclear, thermal, or
solar energy, or from chemical reaction which
are specifically designed or modified for
military application.

TABLE 202-1.
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(8) Chemiluminescent compounds and solid
state devices specifically designed or
modified for military application.

(h) Devices embodying particle beam and
electromagnetic pulse technology.

(i) Metal embrittling agents.

Category XIV—Toxicological Agents and
Equipment and Radiological Equipment

*(a) Chemical agents, including but not
limited to lung irritants, vesicants, '
lachrymators, tear gases (except tear gas
formulations containing 1% or less CN or CS),
sternutators and irritant smoke, and nerve
gases and incapacitating agents. (See
§121.7)

*(b) Biological agents.

*(c) Equipment for dissemination,
detection, and identification of, and defense
against, the articles in paragraphs (a) and (b}
of this category.

*(d) Nuclear radiation detection and
measuring devices, manufactured to military
specification.

(e} Components, parts, acceasories,
attachments, and associated equipment
specifically designed or modified for the
articles in paragraphs (c) and (d) of this
category.

Category XV—{Reserved]

Category XVI—Nuclear Weapons Design and
Test Equipment

*(a) Any article, material, equipment, or
device which is specifically designed or
modified for use in the design, development,
or fabrication of nuclear weapons or nuclear
explosive devices. (See § 123.21 and
Department of Commerce Export Regulations,
15 CFR Part 378).

*(b) Any article, material, equipment, or
device which ia specifically designed or
modified for use in the devising, carrying out,
or evaluating of nuclear weapons tests or any

‘other nuclear explosions, except such items

as are in normal commercial use for other
purposes.

Category XVII—Classified Articles Nat
Othsrwise Enumerated

*All articles and technical data {as defined
in § 120.21) relating thereto which are
classified in the interests of national security
and which are not utherwise enumerated in
the U.S. Munitions List.

Category XVIII—Technical Data

Technical data (as defined in § 120.21)
relating to the defense articles listed in the
other categories of the United States
Munitions List. (See § 125.4 for exemptions;
see algo § 123.21.)
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Category XIX—Defense Services

Defense services {as defined in § 120.8)
related to the defense articles listed in the
other categories of the United States
Munitions List.

Category XX—Submersible Vessels,
Oceanographic and Associated Equipment

*(a) Submersible vessels, manned and
unmanned, designed or modified for military
purposes or having independent capability to
maneuver vertically or horizontally at depths
below 1,000 feet.or powered by nuclear
propulsion plants.

*(b) Submersible vessels, manned or
unmanned, designed or modified in whole or
in part from technology developed by or for
the U.S. Armed Forces.

(c) Any of the articles in Categories V1, IX,
XI, X111, and elsewhere in this subchapter
specifically designed or modified for use with
submersible vessels, and oceanographic or
associated equipment assigned a military
designation.

{d) Equipment, components, parts,
accessories, and attachments specifically
designed or modified for any of the articles in
paragraphs (a) and (b) of this category.
Category XXI—Miscellaneous Articles

Any article not specifically enumerafed in
the uther categories of the U.S. Munitions List
which has substantial military applicability
and which has been specifically designed or
modified for military purposes. The decision
on whether any article may be included in
this category shall be made by the Director of
the Office of Munitions Control.

§ 1212 Interpretations of the United
States Munitions List.

The following interpretations (listed
alphabetically) explain and amplify the
terms used in § 121.1, These
interpretations have the same force as if
they were a part of the United States
Mtfmitions List category to which they
refer.

§ 1213  Alrcraft and related articles.

In Category VIII, “aircraft” means
aircraft designed, modified, or equipped
for a military purpose, including aircraft
described as “demilitarized.” All aircraft
bearing an original military designation
are included in Category VIII. However,
the following aircraft are not included so
long as they have not been specifically
equipped, re-equipped, or modified for
military operations:

{a) Cargo aircraft bearing “C”
designations and numbered C-45
through C-118 inclusive, C-121 through
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C-125 inclusive, and C-131, using
reciprogating engines only. .

(b) Trainer aircraft bearing “T"
designalion’s and using réciprocating
engines or turboprop engines with less .
than 600 horsepower (sh.p.).

(c) Utility aircraft bearing “U"
designations and using recxprocatmg
engines only.

-(d) All liaison aircraft bearing an "L"
designation.

{e) All observation aircraft bearing
“O” designations and using
reciprocating engines.

§ 121.4 Amphibious vehictes.’

An “amphlblous vehicle” in Category
VII(f) is an automotive vehicle or
chassis which embodies all-wheel drive,
is equipped to meet special military
requirements, and which has sealed
electrical systems or adaptation features
for deep water fording.

§ 121.5 Apparatus and devices Gnder
Category 1V(c).

Category IV includes but is not limited
to the following: Fuzes and components
for the items listed in that category,
bomb racks and shackles, bomb shackle
release units, bomb ejectors, torpedo
tubes, torpedo and guided missile
boosters, guidance system equipment
and parts, launching racks and
projectors, pistols (exploders), igniters,
fuze arming devices, intervalometers,
guided migsile launchers and specialized
handling equipment, and hardened
missile-launching facilities.

§ 121,68 Cartridges and shel) casings.
Cartridge and shell casings are
included in Category I unless, prior to
export, they have been rendered useless
beyond the possibility of restoration for
use as a cartridge or shell casing by
means of heating, flame treatment,
mangling, crushing, cutting, or popping.

§ 121.7 Chemical agents.

A chemical agent in Category XIV{(a)
is a substance having military
application which by its ordinary and
direct chemical action produces a
powerful physiological effect. The term
“chemical agent” mcludes, but is not
limited to, the following chemical
compounds:,
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{a) Lung irritants:

(1) Diphenylcyanoarsine (DC).

{2) Fluorine (but not fluorene).

(3) Trichloronitto methane
(chloropicrin PS).

{b) Vesicants:

(1) B-Chlorovinyldichloroarsine
(Lewisite, L).

(2) Bis{dichloroethyl)sulphide
(Mustard Gas, HD or H).

{3) Ethyldichloroarsine (ED).

(4) Methyldichloroarsine (MD).

(c) Lachrymators and tear gases:

(1) A-Bromobenzyl cyanide {BBC).

(2) Chloroacetophemone (CN).

(3) Dibromodimethyl ether.

(4) Dichlorodimethyl ether (CICi).

(5) Ethyldibromoarsine.

{6) Phenylcarbylamine chlaride.

(7) Tear gas solutions {CNB and CNS]).

(8) Tear gas
'orthochlorobenzalmalononitrile (CS).

{(d) Sternutators and irritant smokes:

(1) Diphenylamine chloroarsine
(Adamsite, DM}.

(2) Diphenylchloroarsine (BA).

{3) Liquid pepper.

(e) Nerve agents, gases and aerosols.
These are.toxic compounds which affect
the nervous system, such as:

1) '
Dimethylaminoethoxycyanophosphine
oxide (GA).

2 Methyl1sopropoxyﬂuorophosphme

.oxide (GB).

{3)
Methylpinacolyloxyfluoriphosphine
oxide (GD).

{f) Antiplant chemicals, such as: Butyl
2-chloro4-fluorophenoxyacetate (LNF).

§ 121.8 End-items, components,
accessories, attachments, parts, firmware,
software and systems.

(a) An "end-item” is an assembled
article ready for its intended use. Only
ammunition, fuel or another energy
source is required to place it in an
operating state.

(b} A “component” is an item which is.
useful only when used in conjunction
with an end-item. A major component
includes any assembled element which
forms a portion of an end-item without
which the end-item is inoperable.
(Example: airframes, tail sections,
transmissions, tank treads, hulls, etc.) A
minor component includes any
assembled element of a major
component.
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(c) "Accessories' and “attachments”
are associated equipment for any
component, end-item or system, and
which are not necessary for their
operation, but which enhance their
usefulness or effectiveness. (Examples:
riflescopes, special paints, etc.)

(d) A-**part” is any single
unassembled element of a major or a
minor component, accessory, or
attachment which is not normally
subject to disassembly without the
destruction or the impairment of design
use. (Examples: rivets, wire, bolts, etc.)

(e) Firmware and any related unique
support tools {such as computers.
linkers, editors, test case generators,
diagnostic checkers, library of functions
and system test diagnostics) specifically
designed for equipment or systems
covered under any category of the
United States Munitions List are
considered as part of the end-item or
component. “Firmware” includes but is
not limited to circuits into which
software has been programmed.

(f) “Software” includes but is not
limited to the system functional design.
logic flow, algorithms, application
programs, operating systems and
support software for design,
implementation, test, operation,
diagnosis and repair. A person who
intends to export software only should,
unless it is specifically enumerated in
§ 121.1, apply for a technical data
license pursuant to Part 125 of this:
subchapter. _

(g) A “system” is a combination of
end-items, components, parts,
accessories, attachmenfs, firmware or
software, specifically designed,
modified or adapted to operate together
to perform a-specialized military
function.”

§ 121.9 Firearms.

{a) Category I includes revolvers,
pistols, rifles, carbines, fully automatic
rifles, submachine guns, machine pistols
and machine guns to caliber .50,
inclusive. It includes combat shotguns. It
excludes other shotguns with barrels 18”
or longer, BB, pellet, and muzzle loading
(black powder) firearms.

DOD 5105.38-M

(b) A “firearm” is a weapon not over
.50 caliber which is designed to expel a
projectile by the action of an explosive
or which may be readily converted to do
50.

(c) A “rifle” is a shoulder firearm
which can discharge a bullet through a
rifled barrel 18 inches or longer.

(d) A “carbine” is a lightweight
shoulder firearm with a barrel under 16
inches in length.

(e} A “pistol” is a hand-operated
firearm having a chamber integral with
or permanently aligned with the bore.

_ () A “revolver” is a hand-operated
firedrm with a revolving cylinder
containing chambers for individual
cartridges.

(g) A “submachine gun”, “machine
pistol” or “machine gun" is a firearm
originally designed to fire, or capable of
being fired, fully automatically by a
single pull of the trigger.

§ 121.10 Forgings, castings and machined
bodies.

Articles on the United States
Munitions List include articles in a
partially completed state {such as
forgings, castings, extrusions and
machined bodies) which have reached a
stage in manufacture where they are
clearly identifiable as defense articles. If
the end-item is an article on the United
States Munitions List (including
components, accessories, attachments
and parts as defined in § 121.8), then the
particular forging, casting, extrusion,
machined body, etc., is considered a
defense article subject to the controls of
this subchapter, except for such items as
are in normal commercial use.

§ 121.11  Military demolition blocks and
blasting caps.

Military demolition blocks and
blasting caps referred to in Category
IV(a)} do not include the following
articles:

(a) Electric squibs.

(b) No. 6 and No. 8 blasting caps.
including electric ones.

(c) Delay electric blasting caps
{including No. 6 and No. 8 millisecond
ones).

{d) Seismograph electric blasting caps
(including SSS, Static-Master, Vibrocap
SR, and SEISMO SR).

{e) Oil well perforating devices.
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§ 121.12 Military explosives.

Military explosives in Category V
include, but are not limited to, the
following: )

(a} Ammonium picrale.

(b) Black powder made with
potassium nitrate or sodium nitrate.

(c) Cyclotetramethylenetetranitramine
(HMX).

(d) Cyclotrimethylenetrinitramine
(RDX, Cyclonite, Hexogen or T4).

(e) Dinitronaphthalene.

(f) Ethylenedinitramine.

(g) Hexanitrodiphenylamine.

(h) Nitroglycerin.

(i) Nitrostarch.

(j) Pentaerythritol tetranitrate
(penthrite, pentrite or PETN).

(k) Tetranitronaphthalene.

(1) Trinitroanisol.

(m) Trinitronaphthalene.

{n) Trinitrophenol (picric acid).

{0} Trinitrophenylmethylnitramine
(Tetryl).

(p) Trinitrotoluene (TNT).

(q) Trinitroxylene.

{r) Ammonium perchlorate
nitrocellulose (military grade).

(s) Aluminum powder (spherical) with
an average particle size of 100
micrometer diameter or less and a purity
of 97% or greater.

(t) Any combinations of the above.

§ 121.13. Military fuel thickeners.
Military fuel thickeners in Category V
include compounds (e.g., octal) or
mixtures of such compounds {e.g.,
napalm) specifically formulated for the
purpose of producing materials which,
when added to petroleum products,
provide a gel-type incendiary material
for use in bombs, projectiles, flame
throwers, or other defense articles.

§ 121.14 Propellants.

Propellants in Category V include, but
are not limited to, the following:

(a) Propellant powders, including
smokeless shotgun powder.

(b) Hydrazine (including Monomethyl
hydrazine and symmetrical dimethyl
hydrazine, but excluding hydrazine
hydrate).

{c) Unsymmetrical dimethyl
hydrazine.

DOD 5105.38-M

(d) Hydrogen peroxide of over 85
percent concentration.

(e) Nitroguanidine or picrite.

{f) Nitrocellulose with nitrogen
content of over 12.20 percent.

(g) Nitrogen tetroxide (nitrogen
dioxide, dinitrogen tetroxide).

{h) Other solid propellant
compositions, including but not limited
to, the following:

{1) Single base {nitrocellulose).

(2) Double base (nitrocellulose,
nitroglycerin).

(3) Triple base (nitrocellulose,
nitroglycerin, nitroguanidine).

(4) Composite of nitroglycerin,
ammonium perchlorate, potassium
perchlorate, nitronium perchlorate,
guanidine (guanidinium) perchlorate,
nitrogen tetroxide, ammonium nitrite or
nitrocellulose with plastics, metal fuels,
or rubbers added; and compounds
composed only of fluorine and halogens,
oxygen, or nitrogen.

(5) Special purpose high energy solid
military fuels with a chemical base.

(i) Other liquid propellant
compositions, including but not limited
to, the following:

(1) Monopropellants (hydrazine,
hydrazine nitrate, and water).

(2) Bipropellants (hydrazine, fuming
nitric acid HNO ;).

(3) Special purpose chemical base
high energy liquid military fuels and
oxidizers. ,

§ 121.15 Vessels of war and special naval
equipment.

Vessels of war in Category VI include,
but are not limited, to, the following:

(a) Combatant vessels:

(1) Warships {including nuclear-
powered versions):

(i) Aircraft carriers (CV, .CVN)

(ii) Battleships (BB) N

(iii) Cruisers (CA, CG, CGN)

{(iv) Destroyers (DD, DDG)

(v) Frigates (FF, FFG)

{iv) Submarines (SS, SSN, SSBN, SSG,
SSAQG)

{2) Other Combatant Classifications:

(i) Patrol Combatants (PG, PHM)

(ii) Amphibious Helicopter/Landing
Craft Carriers (LHA, LPD, LPH)

(iii) Amphibious Landing Craft
Carriers (LKA, LPA, LSD, LST)
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{iv) Amphibious Command Ships
(LCC)

(v) Mine Warfare Ships (MSO)

{b) Auxiliaries:

(1) Mobile Logistics Support:

(i} Under way Replenishment (AD,
AF, AFS, AO, ACE, AOR)

(i} Material Support (AD, AR, AS]

{2) Support Ships:

(i) Fleet Support Ships (ARS, SSR,
ATA, ATF, ATS)

{ii) Other Auxiliaries (AG, AGDS,
AGF, AGM, AGOR, AGOS, AGS. AH.
AK, AKR, AOG, AOT, AP, APB. ARC.
ARL, AVM, AVT)

(c) Combatant Craft:

(1) Patrol Craft:

(i) Coastal Patrol Combatants (PB,
PCF, PCH, PTF)

(ii) River, Roadstead Craft (ATC, PBR)

(2) Amphibious Warfare Craft:

{i) Landing Craft (AALC. LCAC, L.CM,
LCPL, LCPR, LCU. LWT, SLWT)

(ii) Special Warfare Craft (LSSC,
MSSC, SDV, SWCL, SWCM)

(3) Mine Warfare Craft:

(i) Mine Countermeasures Craft {(MSB,
MSD, MSI, MSM, MSR]} . '

(d) Support and Service Craft:

{1) Tugs (YTB, YTL, YTM)

(2) Tankers (YO, YOG, YW)

(3) Lighters (YC. YCF, YCV, YF, YFN,
YFNB, YFNX, YFR, YFRN, YFU, YG,
YGN, YOGN, YON, YOS, YSR, YWNj

(4) Floating Dry Docks (AFDB, AFDL,
AFDM, ARD, ARDM, YFD)

(5) Miscellaneous (APL, DSRV, DSV,
IX, NR, YAG, YD, YDT, YFB, YEND,
YEP, YFRT, YHLC, YM, YNG, YP, YPD,
YR, YRB, YRBN, YRDH, YRDM, YRR,
YRST, YSD)

(e) Coast Guard Patrol and Service
Vessels and Craft:

{1) Coast Guard Cutters (CGC, WHEC,
WMEC)

(2) Patrol Craft (WPB)

{3) Icebreakers (WAGB)

{4) Oceanography Vessels (WAGO]j

{5) Special Vessels (WIX)

(6) Buoy Tenders (WLB, WLM, WL,
WLR, WLIC)

(7) Tugs (WYTM, WYTL)

(8) Light Ships (WLV)

DOD 5105.38-M
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Section 203 - Special Provisions

20301 CONSTRAINTS ON ELIGIBILITY.

A. Terrorism. Unless the President finds that the national security requires otherwise, he
shall terminate all assistance, sales, credits and guaranties to any government which aids or abets
(by granting sanctuary from prosecution) any individual or group which has committed an act of
international terrorism. [Sec. 620A, FAA, and Sec. 3(f), AECA]

B. Nationalization of U.S, Property. Assistance will be suspended for countries
which have nationalized, expropriated, or seized U.S. property, or have imposed discriminatory
taxes. Assistance is also to be suspended if a country has initiated steps to repudiate or nullify

existing agreements with U.S. citizens or entities without taking proper compensatory action [Sec.
620(e), FAA].

C. Transfer. The purchaser or grant recipient must agree not to transfer title or possession
of any defense article or related training or other defense services to any other country without
prior U.S. consent; the President must report to the Congress before such consent is given. [Sec.
3(a)(2), AECA, and Sec. 505(a), FAA].

D. Proper Use of Materiel. Sales and assistance may be made to countries only for
purposes of internal security, legitimate self-defense, civic action, or regional or collective

arrangements consistent with the United Nations (U.N.) Charter, or requested by the U.N. (Sec.
4, AECA, and Sec. 502, FAA).

E. qumnms_t_QQn_[mum_anans Assistance may be prov1ded to Communist
countries only if the President exercises his waiver authorlty under section 614(a), FAA and
concomitantly finds and reports to Congress that such assistance is vital to the security of the
United States and promotes the independence of the recipient country from international
communism. [Sec. 620(f), FAA].

F. Narcotics. Economic and military assistance and sales to a country will be suspended
if the President determines the government of that country has failed to take adequate steps to
prevent either the sale of illegal drugs or other controlled substances to U.S. government personnel
or their dependents or the smuggling of such narcotics into the United States. [Sec. 481(h), FAA].

G. Yiolations. Any government using American equipment and/or services in substantial
violation of an applicable agreement entered into under U.S. law with that government shall be
made ineligible for future U.S. assistance until such time when the President determines that such
violations have ceased and has been assured that they will not recur. [Sec. 505(d), FAA, and Sec.
3(c), AECA].

H. Police, C . | Military Intelli p .

1. 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.

2. Police training in the context of the FAA prohibition includes military police as well
as civilian police, if the military police perform on-going civilian law enforcement functions.
Neither the name given 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
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functions performed by the unit. Assistance in foreign countries for any phase of civilian law
enforcement (except maritime law enforcement or international narcotics control) is prohibited.

3. The AECA does not prohibit police training or related programs. However, prior
DSAA approval shall be obtained before offering this type of defense article or service through
FMS procedures.

4. If the DSAA authorizes foreign students to attend military police training, foreign
governments must certify that the students will not be involved in any civilian law enforcement
functions for at least two years after receiving the training.

5. Law enforcement includes apprehension and control of political offenders and
opponents of the government in power (other than prisoners of war), as well as persons suspected
of common crimes.

6. The prohibitions discussed above do not apply to units that have the sole function of
that aspect of internal security which may involve combat operations against insurgents or
legitimate self-defense of national territory against foreign invasion, whether or not the unit is
called police.

7. 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 FAA. However, no grant funds may be
used in any program of internal intelligence or surveillance on behalf of any foreign government
either within the U.S. or abroad.

8. Antiterrorism and counterterrorism training may be requested through the
Department of State (Attention: M/CT and PM/SAS) using United States Embassy channels. The
DSAA should be informed of any request for antiterrorism or counterterrorism training.

9. Limited military intelligence training is available. The scope of this type training
shall be limited to training that is directly related to combat or operational intelligence or intelligence
management of combat or operational intelligence at the joint military staff level. 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.

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

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

12. Prior DSAA approval must be obtained for the sale or lease of defense articles,
defense services, or training to foreign organizations or personnel if they are engaged in on-going
civilian police functions under the direction and control of the ministry responsible for defense
‘matters.

I.  The USG generally discourages the purchase of incendiary items and riot control agents,
but recognizes that there are occasions when a country will have a legitimutc need for certain types
“of such items. The following is USG policy regarding the sale of such items:

-
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1. Napalm, including napalm thickener, dispensers, and fuses will not be provided
through FMS or on a commercial basis.

2. Requests for white phosphorus munitions should be submitted in accordance with
the procedures established for SME (see Chapter 7, Section 700 of this manual). Requests should
indicate, by type of ammunition requested, the quantity and intended use of the ammunition.
Requests should be accompanied by the U.S. 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 also 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 will advise the cognizant DoD component of the approval along with the conditions for its
use which will be made a part of the LOA.

3. 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.

20302 SHIP TRANSFERS.

A. 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.

B. Regardless of the method of transfer (sale or lease) the foreign government will normally
pay all costs incidental to the transfer.

C. Leasing of ships must be in accordance with the AECA, Chapter 6, unless otherwise
expressly authorized by separate legislation. Such leasing is reserved for exceptions where a sale
is not feasible.

D. Ship transfer and approval procedures:

1. The foreign government normally requests price and availability (P&A), followed
by a formal request for transfer expressed in diplomatic notes. The latter is a prerequisite to
Congressional notification under the AECA for a lease, and to submitting notification to the
Congress or requesting authorizing legislation under 10 USC 7307.

2. Ship transfers are coordinated by the Director, Navy Office of Technology Transfer
and Security Assistance (NAVOTTSA). DSAA coordinates all transfers within OSD and with the
Department of State. DSAA ensures compliance with statutory notification and authorizing
legislation requirements. The Navy prescribes policies and procedures for ship transfers in
OPNAY Instruction 4900.90 series.

3. NAVOTTSA submits each request for sale to the Director, DSAA. This takes the
form of either a draft Congressional notification letter or a draft ship transfer bill, pursuant to 10
"USC 7307. Each request will include a statement of approval from the Secretary of the Navy or
his designee.
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4. Lease procedures are found in Chapter 12 of this manual. Leases entered into under
the authority of specific legislation (per 10 USG 7307) will be coordinated and staffed on a case-
by-case basis. Director, DSAA, will coordinate all ship lease requests and advise NAVOTTSA of
approval or disapproval. If approved, NAVOTTSA may offer the ship to the requesting country
concerned, when statutory notification or legislative authorization requirements have been met.

20303 _SECURITY NOTES RELATED TO MAN-PORTABLE AIR DEFENSE
SYSTEMS SALES.

A. The following notes should apply to sales to NATO, NATO Nations, Japan, Australia,
and New Zealand:

"Purchaser agrees to adhere to the following additional security requirements asso-
ciated with MANPADS. Modification of specified requirements to meet indigenous
conditions may be approved by the Office of the Deputy Chief of Staff for Operations and
Plans (DAMO-ODL-S), U.S. Army.

1. Physical Security: The (insert appropriate missile) will be stored in
magazines that are at least equivalent in strength to U.S. Army requirements as specified

in subparagraph (a) below. The purchaser also agrees to comply with U.S. Army
specified requirements for lighting, doors, locks, keys, fencing, and surveillance and
guard systems. Specific requirements will be agreed upon and installed prior to delivery
of the missile system. U.S. Army representatives will be allowed to verify security
measures and procedures established for implementation of these requirements.

a. Magazines: Reinforced concrete, arch type, earth covered whose con-
struction is at least equivalent in strength to the requirements of Chapter 5, Department of
Defense Manual 6055.9 - STD, Ammunition and Explosive Safety Standards, July 1984,
will be used for storage (standards of which will be provided to the purchaser).

b. Lighting: Lighting will be provided for exterior doors and along
perimeter barriers. Security lighting requirements will conform to the ammunition and
safety requirements of Appendix C, U.S. Army Technical Manual 9-1300-206 (standards
-of which will be provided to the purchaser).

c. Doors, Locks, and Keys: Exterior doors will be class five steel vault
doors secured by two key-operated high security padlocks and a high security shrouded
hasp. Keys will be secured separately to ensure effective two-man control of access
(i.e., two authorized persons must be present to enter). Use of a master or multiple key
system is prohibited.

d. Fencing: Fencing will be six foot (minimum) steel chain link with a one
foot overhang mounted on steel or reinforced concrete posts over firm base. Clear zones
will be established 30 feet inside and 12 feet outside the perimeter fence (provided there is
adequate space).

e. Survejllance and Guard: A full-time guard force or combination
guard force and intrusion detection system (IDS) will be provided. When the IDS is not
operational, 24 hour guard surveillance is required.

f. Ams_s_LQ_S_mLagg_Ea_cunm Two authorized persons will be
required to be present during any activity which affords access to storage facilities
containing MANPADS. Lock and key procedures will be developed to ensure that no

203-4



20303.A.2 DOD 5105.38-M

single individual can obtain unescorted or unobserved access to MANPADS storage ‘
facilities. ;

2.  Accountability:

a. A 100 percent physical inventory of weapons and gripstocks, when
applicable, will be taken monthly by the purchaser. A 100 percent physical inventory by
serial number shall be taken quarterly of weapons issued at the operational unit level. A
100 percent physical inventory by serial number shall be taken semiannually of weapons
stored or retained at installation, depot, post, or base level. All inventories must be
conducted by two authorized persons to ensure verification. Weapons expended during
peacetime will be accounted for by serial number.

b. The(j
will be permitted to conduct a U.S. inspection and inventory by serial number annually.
Inventory and accountability records maintained by the purchaser will be made available
for review.

3. Transportation: Movements of MANPADS will meet U.S. standards for
safeguarding classified materiel in transit as specified by the U.S. Government in DOD
5100.76-M, Physical Security of Sensitive Conventional Arms, Munitions, and
Explosives (standards of which will be provided to the purchaser), and paragraph 8
below.

4. Access to Hardware and Classified Information:

a. Access to hardware and related classified information will be limited to
military and civilian personnel of the purchasing government (except for authorized U.S. :
personnel as specified herein) who have the proper security clearance and who have an A
established need to know the information in order to perform their duties. Information
released will be limited to that necessary to perform assigned functions/operational
responsibility and, where possible, will be oral/visual only.

Taeng..

b. Maintenance which requires access to the interior of the operational
system, beyond that required of the operator, will be performed under U.S. control.

5. Compromise, Loss, Theft, and Unauthorized Use: The purchaser
will report to the U.S. Army by the most expeditious means any instances of compro-
mise, unauthorized use, loss or theft of any MANPADS materiel or related information.
This will be followed by prompt investigation and the results of the investigation will be
provided to the U.S. Army.

6. Third-Party Access: The recipient will agree that no information on (insert
i ile) will be released to a third-country government, person or other third-
country entity without U.S. approval.

7. Damaged/Expended Materiels: Damaged systems, launchers, and/or grip
stocks will be retumed to the U S. Army for repair or demilitarization.

8. Conditi f Shi I { Sf for STINGER { STINGER
Yariants: The two principal components of the (insert appropriate missile) system, the
gripstock, and the missile in its disposable launch tube, will be stored in separate
locations and will be shipped in separate containers. The two storage locations will be
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physically separated sufficiently so that a penetration of the security at one site will not
place the second at risk.

9. Conditions of Use: Assembly of the system will not be permitted for field
exercises or deployments wherein the use of the (insert appropriate missile) system is
simulated. In such cases, inert training devices may be used. The recipient will use

mformatlon on the (insert appropriate missile) only for the purpose for which it was
given."

B. Allsales of MANPADS to nations other than those identified in Paragraph A will include
all of the Paragraph A notes, but paragraph 9, "Conditions of Use," will be replaced with the
revision below:

"9. Conditions of Use:

a. The two principle components of the (insert appropriate missile) system,
the gripstock and missile launch tube, may be brought together and assembled under the
following circumstances: (Note: When the system is REDEYE, delete the previous text
and insert at a. the following: REDEYE may be deployed:')

(1) In the event of hostilities or imminent hostilities.

(2) For firing as part of regularly scheduled training; however, only those
rounds intended to be fired will be withdrawn from storage and assembled.

(3) For lot testing; however, only rounds to be tested will be withdrawn
from storage and assembled.

(4) When systems are deployed as part of the point defenses of high
priority installations or activities (e.g., key government buildings, military headquarters,
essential utilities, air defense facilities).

b. The purchaser will advise the U.S. Security Assistance Organization in
advance of any assembly of the various missile and gripstock for the STINGER and its
variants for training or lot testing.

c. The U.S. Government will be notified of deployments through the Secu-
rity Assistance Organization."”

C. Section 506(a) Transfers. The Department of State will ensure that transfers of
MANPADS under Section 506(a) include the security requirements as previously mentioned in this
paragraph.

D. The following procedures apply after an LOA for the purchase of a MANPADS has been
accepted by a foreign government and if MANPADS are provided under the authority of Section
506(a).

1. The U.S. Army will provide a copy of the LOA to the in-country SAO.

2. U.S. Army personnel will inspect the physical security arrangements prior to the
delivery of the first shipment of MANPAD: to ensure that security meets U.S. requirements.

3. The U.S. Army will notify the SAO when delivery of the missiles has begun; serial
numbers will be provided to the SAO for missiles received by the foreign government.
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4. The STINGER system and all its variants shall be accounted for by verifying receipt
of the gripstock and missile..

5. The SAO will arrange with the purchasing government to verify by serial number
receipt in country of the missiles. The first annual physical inventory should occur after the U.S.
Army notifies the applicable SAO of final delivery of missiles under the LOA. Yearly requirements
for U.S. inspection and inventory will begin from that date.

6. Except for those that are deployed to hostile areas, the SAO must physically inspect
and inventory all MANPADS by serial number. This requirement cannot be satisfied by the
foreign government, or through a review of host nation records of inspection, missile account-
ability, security, or storage records.

7. The SAO must, at least once a year, randomly review the recipient government's
records of monthly, two-man verifications.

8. A report of the SAO findings shall be sent to DSAA-OPS and U.S. Army
(USASAC), with an information copy to the applicable Unified Command.

20304 SUSPENSIONS AND CANCELLATIONS OF SECURITY ASSISTANCE.

A. If the Department of State determines that it is necessary to suspend FMS or GA to a
particular country, the Director, DSAA, will issue instructions to the appropriate MILDEP. The
following procedures normally will be employed:

1. All deliveries of defense articles to the embargoed country will be stopped
immediately. No release of new LOAs will be made. No material will be released to the country's
freight forwarder or to the country. There should be no new contracting actions for an embargoed
country; on-going contracting actions should be suspended.

2. If FMS or GA funded procurements have been started, but contracts have not been
awarded, the appropriate MILDEP should inform the DSAA of the details and ask for guidance.

3. Normally, contracts that have been awarded should continue. However, the DSAA
should be informed when deliveries are ready to be made so that the possible diversion of the
material to another country, or to a DOD component, or to storage can be decided. The Director,
DSAA, will issue appropriate instructions once the decision is made.

4. Shipments of defense articles, where the materiel is under USG control, will not be
loaded at the ports of embarkation. Materiel already enroute to the country will not be dehvered it
will be retained under USG control. Defense articles that fit these categories should be stored by

the appropriate DOD component using the most economical storage until further DSAA instructions

arrive.

5. Materiel ready for shipment from a contractor should be shipped to an appropriate
DOD facility for segregated storage until DSAA disposition instructions arrive. Arrangements for
storage at the contractor's facility may be made if that is the most economical storage.

6. Requisitions submitted against either a CLSSA or a blanket order FMS case will be
held by the receiver. Requisitions from an embargoed country will not be filled.

7. With regard to trammg funded through an FMS case or under IMET, students in
training before the suspension date notification may complete their course. Sequennal training
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(proceeding to the next scheduled course) is excluded unless specifically authorized by the
Director, DSAA. Students who have not started training by the suspension date will not begin a

course. Instructions on what to do with students from embargoed countries will be provided by
the DSAA.

8. Within ten days of a suspension notification, the appropriate MILDEP will advise
the DSAA of the impact of the suspension. This should include the identification of major items
and significant secondary items that are within the DTS and which are scheduled for release to the
embargoed country within 30 days, and those items that are on order but which have not been
shipped. As soon as possible and not later than 21 days after the suspension, DSAA should be
advised of all other materiel that is either enroute, scheduled for shipment within 30 days, or on

order but unshipped. The latter report should also identify the total unused dollar value on blanket
order and CLSSA (FMSO II) cases.

B. Suspension of delivery is not the same as FMS case cancellation or contract termination
action. The Department of State may extend a suspension to become a cancellation in accordance
with the AECA, Section 2(b) and Section 42(e). If State makes this decision, case cancellation and
contract termination will be directed by the DSAA. Specific guidance about disposition of items,
funding, etc., will be provided after a case-by-case review.

C. The Department of State has responsibility for issuing instructions with respect to
revoking and refusing to issue export licenses and will deal directly with foreign government
representatives in cases where title has passed to the purchaser but which may be in storage or in
transit within the United States.
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30001.A.
' CHAPTER THREE
RESPONSIBILITIES AND RELATIONSHIPS
Section 300 - Responsibilities
30001 GENERAL,

A. Within the Executive Branch, the NSC, the OMB, the Department of the Treasury, and
others all have responsibilities related to security assistance. However, aside from the President,
the principal legislated responsibilities fall to the Secretary of State and to the DOD.

1. The Secretary of State is responsible for continuous supervision and general direc-
tion of the program. This includes determining whether there will be a program for a particular
country or activity and, if so, its size and scope. It also includes the determination of whether a
particular sale will be made and, if so, when.

2. The SECDEEF is responsible primarily for establishing military requirements and for
implementing programs effecting the transfer of defense articles, and services.

B. The Congress authorizes and appropriates the funds for the USG financed portions of
SA. Congress also has an oversight role with respect to the sale of defense articles and services to
foreign countries and international organizations.

@ 0002 THE DEPARTMENT OF DEFENSE,

A. The growing size, complexity, and importance of the SA program requires that
recommendations, decisions, and implementing actions be coordinated and tracked in a timely
manner to ensure coherent support of foreign and national security objectives. Several
departments, agencies, and offices are involved in the coordinations. (See Table 300-1.)

B. The SECDEF has directed a DOD-wide emphasis on NATO Defense Cooperation in
Armaments to embody armaments cooperation, DIC, reciprocal MOU implementation, and SA. It
is essential that Defense Cooperation in Armaments activities be coordinated and tracked in a timely
manner. See Table 300-2 for channels of decision for Defense Cooperation in Armaments. Table
300-3 lists Defense Cooperation in Armaments programs and the OSD office of responsibility.

C. Detailed requirements relating to security assistance are found in the FAA, AECA, and
Executive Orders that give SA authority and responsibility to the SECDEF. There is additional
detail in applicable DOD directives, instructions, terms of reference, and in specific memoranda
signed by high level defense officials. In general, the major responsibilities of the principal DOD
components are:

1. USDP acts for the SECDEF and is his principal representative and spokesman on

SA matters. He works closely with the Director, DSAA, who provides staff support for SA mat-
 ters. USDP is responsible for overall policy and relationships in regard to the NATO Alliance, and
individual nations therein and other alliances and security partners and to ensure that both U.S. and

~ allied technology receive the appropriate and necessary protection through management of
technology security. USDP will provide coordination with State for all bilateral/multilateral

‘ agreements.
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2. The Assistant Secretaries with regional responsibilities have an interest in security
assistance policy that directly affects their regions and work with the Director, DSAA, on regional
SA policy matters and budget development. With regard to Armaments Coopera&on ASD (ISP)
has policy coordination responsibility for Europe/NATO/Nuclear/Chemical programs. ASD (ISA)
has policy coordination responsibility for African/Asian/Inter-American and Near East programs.

3. USD(A) is responsible to promote coordination, cooperation, and mutual
understanding of all matters related to assigned activities, both inside and outside of the DOD,
including oversight and policy formulation for international agreements on systems acquisition
matters with NATO allies and other friendly nations in coordination with the USDP and, where
appropriate, the ASD (P&L). Serves as National Armaments Director (NAD) and interfaces with
allied NAD:s.

4. ASD (P&L) is responsible for delivery and movement policy for security assistance
materiel. ASD (P&L) is also responsible for the oversight and policy formulation for international
logistics and military construction agreements and implementation of coproduction agreements with
NATO allies and other friendly nations in coordination with USDP. ASD (P&L) is also
responsible for development of policies, systems, plans and reviews directed at industrial base and
resources, industrial preparedness, production and manufacturing support, technical data
management and the DOD procurement focal point for armaments cooperatlon and international
acquisition policy.

5. ASD(C) establishes policy and procedures involving financial management, fiscal
matters, accounting, pricing, auditing, and international balance of payments as these matters relate
to security assistance. Within this office, the Foreign Military Sales Financial Management Manual
(DOD 7290.3-M) is published.

6. DSAA is the principal organizational element through which the SECDEEF carries
out his responsibilities for SA. It serves as the DOD focal point and clearinghouse for tracking
arms transfers, budgetary, legislative, and other SA matters through the analysis, coordination,
decision, and implementation processes. It keeps all concerned elements of the DOD informed
about the status of ongoing SA actions and raises issues through appropriate channels when
decision of higher authority is required. The agency is also responsible for the conduct of
international logistics and sales negotiations with foreign countries, and the maintenance of liaison
with and the provisions of assistance to U.S. industry in the export of military equipment and
services. All authorities conferred on the SECDEF by the FAA and the AECA, and all authorities
under those acts delegated by the President to the SECDEEF, are redelegated to the Director, DSAA.

7. The Secretaries of the MILDEPs advise the SECDEF on all SA matters that have an
1mpact on their departments. They act for the SECDEF on SA matters only when the responsibility
has been specifically delegated. The Secretaries also ensure that their departments are responsive
to the-SECDEEF (or to those to whom an appropriate delegation of authority has been made).

8. MILDEPS have the performance of SA as an integral part of their overall defense
mission. They procure and provide defense articles and services to meet approved SA
requirements. They also are responsible for providing information necessary to ensure that proper
SA planning can be accomplished; e.g., information related to production capacity that is
associated with integrating MILDEPs and SA procurement planning.

9. The Director, DLA advises the SECDEF on all SA matters impacting on or relating
to DLA and acts for the SECDEF where responsibility for such action is delegated. DLA is
responsible for preparing FMS cases for cataloging services, contract administration services on
our allies' commercial contracts for defense supplies and equipment produced in the U.S., and the
sale of DOD and MAP disposable defense articles. DLA will coordinate on military service FMS
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cases relating exclusively to medical equipment and supplies, clothing and textiles (C&T),
subsistence, and bulk petroleum. As the IM for consumable stock-funded secondary items, DLA
supply centers will work closely with the military services in filling requisitions, processing
ROD:s, case closure, etc., on those items for which they are the designated IM.

10. JCS correlate SA objectives with joint military force planning. The Chairman of the
JCS provides the SECDEF with military advice on SA. The OJCS and, as appropriate, the JCS
shall provide a military perspective and advice on proposed transfers of MDE and technology and
participate in national disclosure policy considerations.

11. The Unified Commands have SA and Armaments Cooperation responsibilities; i.e.,
to correlate programs with regional plans, provide military advice, support the SAOs, and
contribute to the budget development process.

12. Security Assistance Organizations.

a. The generic term SAO encompasses all DOD elements, regardless of actual
title, located in a foreign country with assigned responsibilities for carrying out security assistance
management functions under Section 515 of the FAA. This section of the law authorizes members
of the MILDEPs to be assigned in foreign countries to manage SA programs administered by the
DOD by performing one or more of the following functions:

(1) Equipment and services case management;
(2) Training management;
(3) Program monitoring;

(4) Evaluation and planning of the host government's military capabilities
and requirements;

(5) Administrative support;

(6) Promoting RSI, and other armaments cooperation measures among
members of NATO and with the Armed Forces of Japan, Australia, and New Zealand; and

(7) Liaison functions exclusive of advisory and training assistance.

b. The purpose, under U.S. law, for establishing and assigning personnel to an
SAO is for in-country management of international SA programs conducted under Chapter 2 and
Chapter 5 of the FAA and under the AECA. The programs include grant military assistance
(including those grant programs provided under the authority of Peacekeeping Operations, Section
551, Chapter 6, FAA), IMET, and FMS. The SAO is the in-country mechanism, as authorized
under DOD Directive 5132.3, under the direction and supervision of the Chief of the U.S.
Diplomatic Mission, for ensuring that DOD SA management responsibilities, prescribed by U.S.
law and Executive direction, are properly executed.

c. The functions which should normally be performed by SA personnel assigned
“to the SAO under the authority of Section 515 of the FAA are as follows:

(1) Program Management and Oversight. These functions are described as
providing the in-country management oversight of all SA activities; to ensure they are conducted in
a proper and legal manner and to provide the interface for the exchange of information and advice
between the host nations' military establishment, the Chief of the U.S. Diplomatic Mission, and
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DOD components responsible for the SA programs. This includes promotion of RSI, and other
armaments cooperation measures among members of NATO and with the Armed Forces of Japan,
Australia, and New Zealand in connection with SA programs.

(2) Advisory and Training. Personnel assigned to SAOs may provide
advisory and training assistance to the host country military establishment; however, this assistance
must be kept to an absolute minimum and cannot impact on the ability of the SAO to fully perform
its SA management responsibilities.

(3) The Chief of the SAO, when designated the United States Defense
Representative (USDR), will comply with DOD Instruction 5105.47, U.S. Defense Repre-
sentatives in Foreign Countries; on all matters relating to USDR. In general terms, the Chief will
provide oversight and in-country supervision of personnel assigned to non-SA functions in
addition to his SA functions and will serve as a channel of communications between non-SA
personnel and the appropriate interested agencies, the Unified Command, JCS, and DSAA, as well
as facilitating interface with the host government and the Chief of the U.S. Diplomatic Mission.

d. Those functions which are more properly performed by other than SA
personnel assigned and funded under the authority of Section 515 of the FAA are broken into the
following categories:

(1) Advisory and Training. If direct advisory and training assistance is
required for a specific purpose (particularly such assistance related directly to an FMS case), it
must be provided by TAFTs, TATs, MTTs, or similar teams authorized by the FAA or the AECA
and paid for by the host country through a case.

(2) Armaments Cooperation. Provide for the required in-country liaison,
administration, information exchange and other activities in applicable countries in support of the
Nunn initiatives, allied participation in the SDI, the implementation of bilateral DIC MOUs, and
other related armaments cooperation initiatives. When personnel are required to be dedicated to
Armaments Cooperation, such personnel will be funded from other than SA sources. Personnel
shall be under the supervision and oversight of the SAO Chief.

(3) Collateral Duties. Assignment of collateral duties must have the approval
of the Chief of Mission. These collateral duties most often relate to functions performed on behalf
of U.S. forces under the direction of the CINC. If these duties are to be conducted on a permanent
basis, a review and classification prior to assignment to determine appropriate funding category
should be conducted and provided to the Unified Command and the Director, DSAA. These duties
may be performed by SAO personnel if they do not detract from the SAO's ability to efficiently
perform the SA mission.

- e. Following are the general criteria for reviewing, requesting, and approving
SAO manning authorizations:

(1) The functions of the SAO as a whole and of each of its members must be
related primarily to SA management. SAO manning must be justified based on the SA duties to be
performed. If it is a SA management requirement, manning should be requested and funded
through SA channels. If the requirement involves training and advising, it should be funded by the
country. If the requirement is non-SA, manning requests should 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).

(2) 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 person-
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nel should be provided under other appropriations. When these functions gradually accrue in the
SAQ, 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 individual should be on the SA JMP
if he spends 50 percent or more of his time performing SA functions. Conversely, personnel
spending 50 percent or more of their time performing non-SA functions should be carried as, or
transferred to, an alternatively funded position.

(3) Problems can arise when a number of individuals in an SAO each accrue
non-SA functions while performing mostly SA 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.

(4) Many SA 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, MTTs, 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 SA functions if those functions would detract from
permanently assigned SA 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 MOD central office. Permanently assigned SA personnel should not be dedicated to a single
project 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 logistics centers are a few examples of SA functions that should be paid for by the
host government.

(5) 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 SA mission performance by non-SA 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.

(6) The SAO can provide normal administrative support for personnel
assigned in country to perform non-SA functions so long as such support does not reach a level
that would require additional administrative personnel. If the support for non-SA personnel
requires additional administrative personnel, O&M, MPA, R&D, etc., funded billets should be
provided.

(7) Positions that are approved by authority other than an SAO JMP to
perform non-SA 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 net as an SAO personnel authorization.

f. A listing of appropriate SAO program management and oversight functions
follows at Table 300-4.

A listing of appropriate SAO Armaments Cooperation functions follows at
Table 300-5.

h. The SAO is responsible for safeguarding of U.S. classified information
located in foreign countries which is required for conduct of the SA mission. Except for classified
information that has been authorized for release to a foreign government or international
organization pursuant to DOD Directive 5230.11, and is under the security control of that
government or organization, the retention of U.S. classified materiel is authorized only if it is

300-5



DOD 5105.38-M
30002.C.12.h.(1).

necessary to satisfy USG requiréments of the SA mission. This includes classified materiel
temporarily transferred into a foreign country via USG personnel authorized to escort or handcarry
such materiel. Whether permanently or temporarily retained, classified materiels shall be stored
under USG control as follows:

(1) AtaU.S. military installation, or a locatxon where the U.S. enjoys rights
of inviolability, such as an embassy or consulate. -

(2) AtaUSG activity located in a building used exclusively by USG tenants,
provided the building is under 24-hour control by USG personnel.

(3) At a USG activity located in a building not used exclusively by USG
tenants nor under host government control, provided the classified materiel is stored in security
containers approved by the GSA and is placed under 24-hour control by USG personnel.

(4) At a USG activity located in a building not used exclusively by USG
tenants but which is under host government control, provided: the classified materiel is stored in
GSA-approved security containers which are further secured in a locked room or area to which
only USG personnel have access.

(5) When host government, including locally hired foreign national USG
employees and USG personnel are co-located, U.S. classified materiel that has not been
authorized for release to the host government pursuant to DOD Directive 5230.11 shall, to the
extent possible, be segregated from releasable classified materiel to facilitate physical control and
prevent inadvertent compromise. However, U.S. classified materiel that is releasable to the host
country need not be subject to the 24-hour U.S. control requirement provided the host government
exercises its own control measures over the pertinent areas or containers during non-duty hours.

(6) Foreign nationals shall be escorted while in areas where non-releasable
U.S. classified materiel is handled or stored. However, when required by operational necessity,
foreign nationals may be permitted, during duty hours, unescorted entry to such areas provided the
non-releasable information is properly stored or is under the direct personal supervision and
control of cleared USG.personnel who can prevent unauthorized access.

(7) Foreign nationals employed by the USG in SAOs or in other U.S.
installations may not have access to U.S. classified information unless specifically authorized
under a Limited Access Authorization (LAA) issued in accordance with Chapter III, DOD 5200.2-
R. As the LAA is issued under the condition that access is not inconsistent with determination of
releasability to the country of which the individual is a citizen, the requirements for control of non-
releasable U.S. classified information also apply to foreign nationals employed by the U.S.

-,
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TABLE 300-1
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DECISION CHANNELS FOR SECURITY ASSISTANCE

THE PRESIDENT
THE NSC
THE OMB

SECRETARY OF STATE

SECRETARY OF DEFENSE

UNDER SECRETARY OF DEFENSE
FOR POLICY

R

DIRECTOR, DSAA

R

[

ASSISTANT
SECRETARIES

SERVICES

I
|
|
|
!
[
|
[
!
i
|
L

CINCS

1

U.S. EMBASSY/SECURITY
ASSISTANCE ORGANIZATIONS
(SAOs) IN COUNTRIES

Direction

- - - - Coordination

TABLE 300-1.

300-7

Decision Channels for Security Assistance.




DOD 5105.38-M

2"

TABLE 300-2
ARMAMENTS COOPERATION DECISION RELATIONSHIPS FOR SAOs

THE PRESIDENT

THE NSC
THE OMB
i
SECRETARY OF STATE
[ \'
SECRETARY OF DEFENSE
ARMS COOPERATION
WORKING GROUP
DEPUTY SECRETARY OF DEFENSE
C | -
UNDER SECRETARY OF |___ _ | UNDER SECRETARY OF DEFENSE
DEFENSE FOR ACQUISITION |~ FOR POLICY
T - B : Regional
: . Policy
IPT| 1A | IL | TE | sDI DIRECTOR, DSAA ASSISTANT SECRETARIES
|
T T I I i
[ j 1
SERVICES - ICS
T
| |
: CINCS
|
l —
! U.S. EMBASSY/SECURITY
L ~{ASSISTANCE ORGANIZATIONS
. (SAOs) IN COUNTRIES
| ‘
1
¥ |
SERVICES R&D OFFICES
IN COUNTRY
LEGEND: Direction
----  Coordination

TABLE 300-2. Armaments Cooperation Decision Relationships for SAOs.
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ARMAMENTS COOPERATION PROGRAMS

IYPE OF PROGRAM

U.S. development and acquisition, involving the expenditure
of U.S. funds, or equivalent compensation, to acquire foreign
technical information or components.

Joint U.S./foreign development programs involving shared
efforts and expenditure of U.S. funds or equivalent compen-
sation.

Foreign production of U.S. designed equipment (i.e., copro-
duction) under predominantly commercial arrangements with
shared product improvement potential involving U.S. funds
committed or anticipated.

Foreign production of U.S. designed equipment, under either
commercial or FMS arrangements, with no U.S. program or
commitments involved (but with flowback included without
charge).

Foreign production of U.S. designed equipment (i.e., copro-
duction with anticipated or committed U.S. second source
utilization (foreign countries acquisition of U.S. data or
equipment by means of either commercial or FMS arrange-
ment is secondary issue).

Foreign production of U.S. designed equipment (i.e., copro-
duction) where principal issue is acquisition of data or equip-
ment from U.S. sources, via FMS or commercial, without
U.S. commitment or funding for second source.

Sale of U.S. equipment or services in order to further the
foreign production of U.S. designed equipment with no U.S.
commitment or funding involved.

Cooperative logistics support arrangements for alliance fielded
equipments.

USD(A)
USD(A)

USD(A)

DSAA

USD(A)
DSAA

DSAA

ASD (P&L)

TABLE 300-3. Armaments Cooperation Programs.
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TABLE 300-4
SAO SECURITY ASSISTANCE PROGRAM MANAGEMENT
: AND OVERSIGHT FUNCTIONS

Maintain liaison among DOD components, the apprOpnate elements of the U.S.
Diplomatic Mission, and the foreign defense organization in order to:

1. Enable the foreign government to acqulre information needed to make decisions concerning
the acquisition, use, and required training involved in obtammg defense articles and services
from the United States through SA programs (keeping in mind that the host countries are to be
encouraged to establish and depend, to the extent possible, upon their own procurement
missions in the United States).

2. Obtain information needed to evaluate host military capability to employ and maintain equip-
ment being requested and to assist, as required, in the processing of the foreign government's
security assistance proposals.

3. Enable the United States to request the foreign government to take action in order to facilitate
the timely, efficient, and responsible implementation of approved security assistance pro-
grams.

4. Assist U S. Military Departments and their subordinate elements in arranging for the receipt,
transfer, and acceptance of security assistance materiel, trammg, and other services for recipi-
ent countries. .

5. Monitor the progress of DOD security assistance programs and transactions, initiating appro-
priate remedial action or advising appropriate DOD components on problems and issues
encountered.

6. Perform required in-country programming, planning, management, and implementation func-
tions relating to FMS and International Military Education and Training programs.

7. Keep host country military officials informed on appropriate U.S. security assistance laws,
policies, and procedures.

8. Monitor FMS billing statements and payments and keep the appropriate host military
informed, as necessary, on financial requirements and procedures.

©
s

-Engage the host military, to the extent practicable, in cooperative planning for total military -
acquisitions in an orderly fashion over a three- to five-year planning period.

10. Enable the United States to acquire information concerning potential future defense acquisi-
tions by the foreign government and anticipate demands on U.S. resources.

TABLE 300-4. SAO Security Assistance ProgramManagement and Oversnght Q ‘
Functions.
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12.
13.

14.
15.

16.

.. 17.

DOD 5105.38-M

Observe and report on the utilization by the host country of defense articles, defense services,
and training of U.S. origin. This function should be carried out as a secondary duty. How
and to what extent such observation and reporting should and can be done will vary consider-
ably from country to country, and thus no standard procedures are prescribed. The process
for accumulation of information should use all available resources (e.g., country reporting or
documentation, TDY personnel assigned in country performing other duties, other elements
of the U.S. Diplomatic Mission, and spot checks during the normal course of SAO duties and
travel). Reporting should be done on an exception basis through established security assis-
tance channels. Records, as accumulated, should be kept on file at the SAO.

Assist the host government in the identification, administration, and proper disposition of
security assistance materiel that is in excess of current needs.

Provide input to the Chief of the U.S. Diplomatic Mission for preparation of the Annual Inte-
grated Assessment of Security Assistance and the Consolidated Data Report.

Coordinate and supervise the activities of all personnel, other than those assigned to the SAO
under the authority of Section 515 of the FAA, who are in country under DOD sponsorship
(excluding DIA) or other SA authority.

When authorized, coordinate and facilitate the interface between U.S. defense industry repre-
sentatives and the host nation defense establishment, and provide oversight for in-country

RSI and DIC agreements and initiatives.

Manage the C-12 aircraft activities, when assigned to the SAO.
Perform SAO administrative functions to include preparing and administering the SAO budget

. and continuously reviewing SAO organizational and manning requirements consistent with

U.S. law and DOD manning criteria.

' TABLE 300-4. SAO Security Assistance Program Management and Oversight

Functions. (Continued)
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TABLE 300-5
SAO ARMAMENTS COOPERATION FUNCTIONS

1. Insupport of overall armaments cooperation activities:

a.

Liaison for Armaments Director to counterparts in host country Ministry, services and
industry for:

Representations,

Information exchange,

Coordination of contacts,

Adpvisor on in-country technical capabilities and military developments.

o o o o

Adpvisor/liaison for Armaments Director for cooperation in research, development, pro-
duction and support of military systems for:

. Identification of possibilities and contacts,

» Transmittal of proposals and liaison with contacts,

*  Point of contact for exchange of data, information, and questions on DOD and
NATO cooperative initiatives and programs,

«  Stimulation of host country participation in cooperative initiatives (e.g., emerging
technologies, SDI, Nunn Amendment concerning cooperative projects),

»  Participation in negotiations for initiation and continuation of cooperative programs
and monitor ongoing programs,

*  Identification of problem areas and proposing solutions.

2. Insupport of specific armaments cooperation (AC) activities:

a.

Liaison for DOD planning and advisory activities intended to develop defense industrial
capabilities in those nations w1th whom we have a formal AC agreement:

»  Identification of host country defense industry needs and capabllmes,
» . Point of contact for exchange of data,
*  Monitoring and assessment of projects under way.

3. Insupport of specific reciprocal defense procurement MOU/MOA implementation:

a.

Substantive and administrative participation and support for:

+  Bilateral MOU/MOA meetings,
*  Renegotiation of MOU/MOAs and negotiations of annexes  to MOU/MOAs,
e Seminars (government and industry) intended to explain acquisition practices.

Point of coritact for MOD and foreign firms on DOD acquisition and logistics practices
and contacts for:

»  Explanation of DOD practices,
o Identification of DOD contacts,
» Interface with host country staff/organizations where implementing annex exists.

TABLE 300-5. SAO Armaments Cooperation Functions.
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c. Point of contact for OSD and foreign governments to support initiatives to establish new
reciprocal procurement MOU/MOAs.
Applicable to all of the above categories are other activities including:

a. Monitoring participating arrangements for protection of U.S. and allied technologies and
military systems as necessary to ensure continued cooperative activities.

b. Coordinating host country cooperative activities such as hosting meetings with U.S.
theater force activities, U.S. Mission NATO activities, and representatives of CONUS
organizations located in host country involved with armaments cooperation/DIC.

c. Providing liaison and advisory support for the Services' activities in support of coopera-
tive programs. ' :

d.. Providing administrative support for visits in connection with above.

e. Serving as POC for U.S. defense industry visits.

TABLE 300-5. SAO Armaments Cooperation Functions. (Continued)
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SECTION 301 - Relationships

30101 CHANNELS OF COMMUNICATIONS,

A. Personnel assigned to SAOs serve under the direction and supervision of the Chief of the
United States Diplomatic Mission to the extent provided by law and in accordance with the Presi-
dent's letter to Chiefs of Missions (COM). Unified Command security assistance responsibilities
include the provision of necessary technical assistance and administrative support. The chief,

SAOQ, shall ensure that all activities and those of h1s organization and fully coordinated with the
COM.

B. The primary channel of communication is direct between the in-country SAQ, the DSAA,
and the MILDEP security assistance elements as appropriate. Information copies of com-
munications of record are provided to the Unified Command for evaluation and comment as
specified by the Unified Commander.

C. The Services maintain overseas offices directly under their Commands which coordinate
acquisition activities, identify technological capabilities, stimulate participation in joint projects and
fund local basic research and studies. Recognizing the potential of these Service offices to the
SAOs, formal liaison arrangements will be established locally, with apphcable unified command
cognizance, to maximize complementary activities.

Security assistance
directives and record communications to the Unified Commands, SAOs, and MILDEPs that have
military operational or policy implications require coordination with the OJCS. All JCS SA
directives and record communications to the Unified Commands (e.g., new fighter aircraft sales
policy recommendations), SAOs, and MILDEPs require coordination with the Director, DSAA. If

appropriate, the Director, DSAA will coordinate further within the Office of the SECDEEF and the

Executive Branch.
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CHAPTER FOUR
SECURITY ASSISTANCE PLANNING

Section 400 - General

. The purpose of this chapter is to discuss the SA 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, SA planning happens in many
places and at many levels. The challenge faced by those involved is to integrate the many planning
efforts and processes into a workable and useful set of procedures and outcomes.

40002 BASIC POLICIES.

A. National Security Objectives. SA supports the foreign policy and national 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 SECDETF, and by guidance and policies issued by the Secretary of State.

B. Foreign Government Responsibilijties. The fundamental responsibility of foreign
governments to determine the nature of their own security interests and paths of their own progress
shall be recognized.

1. SAQ 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.”
(Section 515(a), FAA.)

2. Rﬂgas_e_q_f_ﬁnm_ejmmnﬂ_nam Involvement of the foreign government in
SA planning and programming inevitably entails the release to it of essential guidelines and data.

a. Unclassified Information. Unclassified information may be released to
the concemed country or international organization as appropriate. 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.

b. 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 participation. However, classified dollar levels of tentative country or
organization programs may be released only with the specific permission of DSAA with the
concurrence of the Department of State.

c. Annmxauzf_ﬂﬂgasg_qf_lnmmgn Release of all SA 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.

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

D. Economic Capabilities. Security assistance plans and programs shall take into
consideration the economic capabilities of the foreign 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 assistance to
less developed countries, emphasis shall be placed on the development of their capabilities to
organize, employ, and manage national resources allocated to defense.

40003 MATERIEL REQUIREMENTS SURVEYS.

A. General. DOD Components must assure that SAOs and foreign purchasers have the
information needed for advance planning. This is especially important for those items or weapon
systems where DOD's capability to meet future purchaser requirements may be limited. DOD
Components should assist the planning efforts of eligible foreign purchasers by preparing Materiel
Requirements Survey letters or messages which provide information on DOD's future capabilities
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 receipt of a country request for an LOA, and the final date for acceptance of the
LOA.

B. [Eligible Items. DOD Components may consider preparation of Materiel Require-
ments Surveys for those items where there is an indication that DOD'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:

1. U.S. production for the item is scheduled to end in the foreseeable future.

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

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

C. El!_gl_hl_e_ggum:m Materiel Requirements Surveys will be disseminated only to
those countries that have previously indicated an interest in acquisition of the item or weapon
system. Such interest could include: prior purchases, prior requests for P&A, P&R, or an LOA
for which data has already been released or approved for release, and purchase of weapon systems
whieh utilize 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. NDP. Final eligibility
determination will be made by DSAA in coordination with the Department of State.

D. Coordination. Generally, Materiel Requirements Surveys will initially be developed
~within the cognizant DOD Component. The cognizant 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 conducting 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.

- 400-2
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Section 401 - Planning Dimensions

40101 PLANNING CONSIDERATIONS.

A. Objectives of Long-Range Planning. The objective of long-range planning in SA
is 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.”

B. Limitations on Planning. Planning in SA 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 sophisticated 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
frequently intervene to change directions in programs and overall financing allocations. 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.

C. i :
Political. These are discussed below in the context of three basic communities.

1. i i .
Need for defensible country programs
*  Need for continuity in levels
*  Need to be responsive to crises and new initiatives during the year

Need to avoid diversions/withdrawals from stocks
Need to integrate FMS with DOD purchases

Need to smooth production

Neéed to maintain production base

Need to control technology transfer

e o ¢ o o

Planni ith Countries.
*  Responding to defense needs

¢ U.S. as areliable security partner
. »  Sustaining the relationship

D. Security Assistance Planning Communities. The three separate planning tracks
each has its own community of actors. The SA communities are illustrated in Table 401-1.
Coordination among the three groups can be tenuous, and it is not possible to describe an overall
SA plan which covers all three.

40102 U.S, GOVERNMENT PLANNING APPROACH.

A. Elannjng_G_mnpg. Basically there are two groups who plan with countries--the
"Washington Team and the "Country Team - SAO." The Washington team may be either a con-
sultative or a "survey" team--dispatched for a particular reason, for a particular type of planning;
e.g., air defense. The Washington team may also be the group that is associated with any form of
the Joint Military Commission (JMC) and have very senior as well as more junior members.
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Whether or not a JMC is involved, the SAOs have both preparatory and interim tasks that have to
get done if the "Washington Team" visit is to be a success.

B. InLgr_r_ela_Le_d_N_amLLQf_P_la_nmng All three tracks are interrelated. Table 401-2 lays
out the cross-cutting nature of the SA and arms sales process.

C. Non-Linear Process. The entire SA 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 in Table 401-
3, in the case where financing is required. This illustration is useful--as a time line--but one must
bear in mind each of the separate planning track discussions

D. Blanmng_lnﬂr_um_enjs Several planning tools already exist for use by the three
planning communities.

1.  Annual Integrated Assessment for Security Assistance. The single most
important planning instrument is the AIASA 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 process. 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. Subsequent 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 SA 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.

2. Security Assistance Defense Analvsis Papers. For selected countries, a
“SADAP 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 financial
analysis counterpart done by the Treasury Department. Both analyses 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.

401-2
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TABLE 401-1
SECURITY ASSISTANCE COMMUNITIES

State DOD State OMB State Services
Regions Regions T+PM PM
Country Budget Procurement
Track Track Track
DSAA SAOs DSAA 7 DSAA Ops NDPC
Ops Plans & Plans

* Country Track

~ Feed-In
CINCs JCS
» Services as « Regions/SAOs
Implementers as Advocates
AB 01-1. AS A ITI
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, TABLE 401-2
COMMUNITY INTERRELATIONSHIPS

Country needs financing Country Country needs equipment
to buy equipmenty Affairs

¢ SAOs interface

»  State & ISA Regions
as advocates

Budget »  Services implement Procurement

Affairs Affairs

Budget Finances Sales
Services have equipment
State decides to sell it
SECDEF makes it available
NDPC and JCS clear

36(b) political visibility

« Congress has money
» State puts up budget
» OSD "weighs in"

Congressional
Affairs

= Dominant Links

-,

[Note: If financing is not required, the Executive Branch can arrange sales with Congressional notification. If financing is
required, Congressional approval of financing is necessary, and the process is longer and more uncertain.]

A 01-2. MMUNIT [ERRELATI PS.
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TABLE 401-3
BUDGET AND SALES PROCESS

Input SAPRWG Budget Presentation Bill or
from Field In Congress CRA
Allocations | | Requests Requests Implementation Supervision
to Countries Staffed or End-Item

TABLE 401-3. BUDGET AND SALES PROCESS.
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CHAPTER FIVE

TECHNOLOGY TRANSFER, CLASSIFIED MILITARY
INFORMATION AND SECURITY

Section 500 - Transfer of Technology

. The purpose of this section is to provide specific instructions and
guidance for responding to requests for transfer of technology to an approved foreign country or
international organization.

50002 DEFINITIONS. Also See Appendix B.

A. Technology. The technical information and know-how that can be used to design,
produce, manufacture, utilize, or reconstruct goods, including technical data and computer soft-
ware, but not the goods themselves

B. Critical Technologyv. Technologies which consist of (a) arrays of de51gn and
manufacturing know-how (including technical data); (b) keystone manufacturing, inspection, and
test equipment; (c) keystone materials; and (d) goods accompanied by sophisticated operation,
application, or maintenance know-how that could make a significant contribution to the military
potential of any country or combination of countries that may prove detrimental to the security of
the United States (also referred to as Militari iti

C. Goods. Any articles, materials, supplies, or manufactured products, including inspec-
tion and test equipment and excluding technical data.

D. Items of Intrinsic Military Utility. End items other than those identified in the

MCTL whose transfer to potential adversaries must be controlled for the following reasons:

1. The end product in question could significantly enhance the recipient's military or
war-making capability either by virtue of its technology content or because of the quantity to be
sold, or

2. The product could be so analyzed as to reveal U.S. system characteristics and
thereby contribute to the development of countermeasures to equivalent U.S. equipment.

E. Kevstone Equipment. Includes manufacturing, inspection, or test equipment and is
the required equipment for the effective application of technical information and know-how.
Keystone materials have the same significance of application.

F. Know-How. Includes the know-how of both design and manufacturing and is the
know-how and related technical information that is needed to achieve a significant development,
production or utilization purpose. This know-how includes services, processes, procedures,
specifications, design data and criteria, and testing techniques.

G. Munitions. Includes:

1. Arms, ammunition, and implements of war.
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- 2. Any property, installation, commodity, material, equipment, supply, or good used
for the purposes of making military sales.

3. Any machinery, facility, tool, material, supply, or other item necessary for the
manufacture, production, processing, repair, servicing, storage, construction, transportation,
operation or use of any article listed in this paragraph.

4. Technical data related to State Department Munitions List items.

H. &t_m_tggj_c_’[mMam. These are cases involving technology and goods that are
dual-use in nature; i.e., which could be used either for legitimate civilian purposes, or which could
be applied or diverted to aid in increasing a nation’s military potential.

I.  Technical Data:
1. Classified information relating to defense articles and defense services;
2. Information covered by an invention secrecy order;

- 3. Information which is directly related to the design, engineering, development,
production, processing, manufacture, use, operation, overhaul, repair, maintenance, modification,
or reconstruction of defense articles. This includes, for example, information in the form of blue-
prints, drawings, photographs, plans, instructions, computer software, and documentation. This
also includes information which advances the state of the art of articles on the Munitions List. This
does not include information concerning general scientific, mathematical or engineering principles.

J.  Technical Assistance Agreement. An agreement for the performance of defense

services or the disclosure of technical data, as opposcd to an agreement granting a right or license
to manufacture defense articles.

K. Public Domain. Public domain means information which is published and which is
generally accessible or available to the public:

1. Through sales at newsstands and/or bookstores;

2. Through subscriptions which are available without restriction to any individual who
desires to obtain or purchase the published information;

3. Through second class mailing privileges granted by the USG; or,
4. At libraries open to the public.

A. DODD 2040.2, International Tran.sfers of Technology, Goods, Services and Munitions,
establishes the following policy:

1. Treat defense related technology as a valuable, limited national security resource, to
be husbanded and invested prudently in pursuit of national security objectives.

2. Restrict the export of technology, goods, services, and muntions which could

make a contribution to the military potential of any other country or combination of countries which.
could prove detrimental to our national security interests.
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3. Manage transfers of technology, goods, services, and munitions consistent with
U.S. foreign policy and national security objectives.

4. Limit the transfer to any country or international organization of advanced design
and manufacturing know-how regarding technology, goods, services and munitions subject to
control under the AECA to those transfers which support specific national security objectives.

S. Sdpport the NDP-1 objectives in those cases where a proposed transfer involves the
release of classified military information.

B. Implementation. These policies will be implemented through the strategic trade
licensing, munitions licensing, and the FMS process.

C. P_rsx_&um For munitions licensing and FMS cases, applicable MILDEPs will:

1. Give favorable consideration to transfers of services and munitions to allied and
friendly countries which are intended to achieve specific U.S. national defense objectives.

2. Ensure that transfers of munitions and services involving technology receive special

scrutiny, taking into account the importance of arms cooperation with NATO and other close

friends and allies, potential third party transfers, and the protection of military capabilities and
technology.

D. Release of Technical Data. [See Chapter Fourteen, Paragraph 140107.]
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Section 501 - Disclosure of Classified Military Information to Foreign
Governments and International Organizations

. The purpose of this section is to describe the policy and procedures to be
followed in the authorization for the disclosure of classified military information to foreign
governments and international organizations in support of security assistance programs.

20102 POLICY. DOD Directive 5230.11 prescribes that:

A.  All classified military information will be treated as a national security asset which must
be conserved and protected and which may be shared with foreign entities only when there is a
clearly defined advantage.

B. Disclosures and denials of such information to foreign governments and international
organizations will be made only when authorized by those officials specifically granted disclosure
or denial authority in writing, after determining that all of the requirements of NDP-1 have been
met.

C. Decisions to disclose or deny classified military information will be based on a common
standard (DOD Instruction 5230.17) within the DOD. Such decisions will be expedited.

D. To ensure consistency of disclosure decisions, the DOD component having responsi-
bility for taking the action outlined in paragraph 3., above, shall notify other DOD components of
significant negotiations and disclosure decisions concerning subject matter in which they have a
direct or related interest.

. Under the terms of NDP-1, the NDPC has been
designated as the central authority for the formulation, promulgation, administration, and
monitoring of the NDP. The SECDEF or the DEPSECDEF, personally, and the NDPC are
authorized to grant exceptions to established NDPs. Pursuant to DODD 5230.11, the SECDEF
has delegated disclosure authority to the Secretaries of the MILDEPSs and other DOD officials
whose decisions must be in compliance with NDP-1.

50104 RESPONSIBILITIES. The Deputy Under Secretary of Defense (Policy) has been
designated by the SECDEF to assume DOD responsibility for the oversight and effective
implementation of the national disclosure policy and operation of the NDPC under the provisions
of NDP-1.

20105 DISCLOSURE DECISIONS.

A. " All requests for the disclosure of classified information pertaining to or contained in
defense articles and defense services will be evaluated on a case-by-case basis in accordance with
DOD Directive 5230.11 and appropriate MILDEP regulations. A disclosure determination will be
provided to the appropriate implementing agency for guidance in implementing approved transfers
of classified information.

, B. To record disclosure decisions, FORDTIS has been established as a central repository
for such decisions. Four types of information are recorded in FORDTIS:

1. All decisions made by disclosure officials regarding release of classified docu-
mentary information or materiel. These are normally made within the guidelines of the NDP. .

501-1
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2. All decisions on requests for exceptions to policy.
3. All disclosures involving top secret information.
4. Al DOD decisions on munitions license applications.

C. This information is used on a routine basis to provide a background of previous, similar
cases by weapon or country. It is also used to make damage assessments if a sudden change
occurs in a foreign government which brings into question its capability to protect U.S. classified
information.

D. FORDTIS provides an interactive, real-time terminal at each disclosure office. This
system includes decisions on foreign military sales, munitions cases and commerce licenses.

E. All MILDEPs will follow the instructions in DODI 5230.18 in reporting disclosure
decisions.

50106 FALSE IMPRESSIONS. It is the policy of the U.S. to avoid creating false impres-
sions of its readiness to make available classified military materiel, technology, or information.
Lack of strict adherence to this policy may create problems. Much military hardware is unclas-
sified. However, this same unclassified hardware, if sold, may require the release of sensitive
classified information for its operation or maintenance, or for the foreign recipient to receive
training on it. Therefore, the disclosure decision must be made based on the classification level of
all information which may be required for release if the system were to be acquired. If the
proposed foreign recipient is not authorized to receive the highest level of classified information
required, no information, not even unclassified may be released or discussed until the required
authority is obtained. This means that there can be no weapon specific information, and no release
of price or availability data, until authority is obtained to release the highest level of classified
information ultimately required for disclosure.

50107 CONTROL _OF FOREIGN REPRESENTATIVES. DOD Instruction 5230.20,

entitled Policy and Procedures for the Control of Foreign Representatives, sets forth standard
procedures concerning requests for visits, accreditations, and attendance at classified meetings by
foreign representatives. Accreditation, as used in DODI 5230.20, pertains only to foreign
representatives, military or civilian, to include U.S. citizens, who are officially employed by a
particular foreign government. As implemented by the MILDEPs and the Defense Intelligence
Agency (DIA), "accreditations” are extended only to the foreign government-sponsored officials
who have a frequent need for contacts with DOD departments and agencies, such as liaison officers
and procurement officials. Normally, those individuals are assigned to the foreign embassy or
mission in the United States. Those foreign officials who do not have a frequent need, such as
foreign government officials stationed outside the U.S. and foreign industry representatives, must
apply for either a one-time visit authorization or an extended visit authorization.

50108 _INDUSTRIAL SECURITY. The security of the U.S depends in part upon the
proper safeguarding of classified information released to industry. The objective of the Industrial
Security Program is to assure the safeguarding of classified information in the hands of U.S.
industrial organizations, educational institutions, and all organizations and facilities used by prime
~ and subcontractors. The Industrial Security Regulation (ISR), DOD 5220.22-R, sets forth
policies, practices, and procedures of the Industrial Security Program used internally by the DOD
'to insure maximum uniformity and effectiveness in its application throughout industry. The
Industrial Security Manual (ISM), DOD 5220.22-M, a companion document to the ISR, is a DOD
publication which contains detailed security requirements to be followed by U.S. contractors for
safeguarding classified information. The ISM is made applicable to industry by management's
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execution of the Department of Defense Security Agreement (DD Form 441), and by direct
reference in the "Military Security Requirements” clause in the contract.

50109 DEFENSE INDUSTRIAL SECURITY CLEARANCE OFFICE (DISCO).
The Defense Industrial Security Program (DISP) establishes procedures for safeguarding classified
defense information which is entrusted to contractors. Included in these procedures is a system for

determining the eligibility of industrial personnel for access to classified defense information. This
function is performed centrally by DISCO.

1

50110 USER AGENCY CONTRACTS REQUIRING OVERSEAS DELIVERIES.
When a USG agency (User Agency) places a contract with a cleared U.S. contractor which calls
for delivery of classified information or materiels to a foreign government (principally FMS
contracts), the responsibility for delivery rests with the User Agency.

S0111 _TRANSMISSION OF CLASSIFIED MATERIEL TO FOREIGN
GOVERNMENTS. Transmission of classified materiel to foreign governments, either to
addresses located in the U.S. or outside the U.S. must be on a government-to-government basis
and in accordance with Chapter VIII of DOD 5200.1-R, Information Security Program Regulation.
After a determination by designated officials pursuant to DOD Directive 5230.11 that classified
information or materiel may be released to a foreign government, the materiel shall be transferred
between authorized representatives of each government. To assure compliance, each contract,
agreement, LOA, or other arrangement that involves the release of classified materiel to foreign
entities shall either contain transmission instructions or require that a separate transportation plan be
approved by the appropriate DOD security and transportation officials prior to release of the
materiel. (See DOD TS-5105.21-M-3 for guidance regarding SCI and DOD C5105.21-M-1 for
COMSEC and Controlled Cryptographic Items (CCI)).

A. Classified materiel to be released directly to a foreign government representative shall be
delivered or transmitted only to a person who has been designated in writing by the recipient
government as its officer, agent, or employee (hereafter referred to as the designated represen-
tative). Foreign governments may designate a freight forwarder as their agent. This written
designation shall contain assurances that such person has a security clearance at the appropriate
level and that the person will assume full security responsibility for the materiel on behalf of the
foreign government. The recipient will be required to execute a receipt for the materiel, regardless
of the level of classification.

B. Classified materiel that is suitable for transfer by courier or postal service, and which
cannot be transferred directly to a foreign government's designated representative as specified in
paragraph A. above shall be transmitted by the Defense Courier Service, authorized DOD
component courier service, Department of State courier system, or U.S. registered mail as
prescribed by DOD 5200.1-R for the designated classification level to:

1. Anembassy, consulate, or other official agency of the recipient government having
rights of inviolability in the United States or to

2. A U.S. Embassy or a U.S. military organization in the recipient country or in a
third-party country, if applicable, for delivery to a designated representative of the intended recip-
ient government. In either case, the assurance in paragraph A. above and a receipt, must be
obtained.

C. The shipment of classified materiel as freight via truck, rail, aircraft, or ship shall be in
compliance with the following:
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1. Shipments Resulting from FMS. DOD components authorized to approve an
FMS transaction that involves the delivery of U.S. classified materiel to a foreign purchaser shall,
at the outset of negotiation or consideration of proposal, consult with DOD component
transportation authorities (Military Traffic Management Command, Military Sealift Command,
Military Airlift Command, or other, as appropriate) to determine whether secure shipment from the
CONUS point of origin to the ultimate foreign destination is feasible. Normally, the USG will use
the DTS to deliver classified material to the recipient government. If, in the course of FMS case
processing, the foreign purchaser proposes to take delivery or custody of the classified materiel in
the U.S. and use its own facilities and transportation for onward shipment to its territory, the
foreign purchaser or its designated representative shall be required to submit a transportation plan.
This plan, as a minimum, shall specify the storage facilities, delivery and transfer points, carriers,
couriers or escorts, the methods of handling to be used from the CONUS point of origin to the
final destination and return shipment when applicable. (See Table 503-4.) The DOD Component
that initiates the FMS transaction shall designate the security officials who are authorized to
evaluate the transportation plan to determine whether the plan adequately ensures protection of the
highest level of classified materiel involved. Unless the DOD Component initiating the FMS
transaction approves the transportation plan as submitted, or it is modified to meet U.S. security
standards, shipment by other than DTS shall not be permitted. Transmission instructions or the
requirement for an approved transportation plan shall be incorporated into the security requirements
of the LOA, DD Form 1513.

2. Shipments Resulting from Direct Commercial Sales. Classified ship-
ments resulting from direct commercial sales must comply with the same security standards that
apply to FMS shipments. Defense contractors will consult, as appropriate, with the purchasing
government, the DIS. Regional Security Office, and the cognizant DOD component prior to
consummation of a commercial contract that will result in the shipment of classified material to
obtain approval of the transportation plan.

3. Delivery within th ni its Territori r P ions.
Delivery of classified materiel to a foreign government at a point within the United States, its
territories, or its possessions, shall be made only to a person identified in writing by the recipient
government as its designated representative as specified above. The only authorized delivery
points are:

a. An embassy, consulate, other official agency, or designated representative
such as the freight forwarder under the control of the recipient government.

b. Point of Origin. When a designated representative of the recipient government
accepts delivery of classified U.S. materiel at the point of origin (for example, a manufacturing
facility or depot), the DOD official who transfers custody shall obtain a receipt for the classified
materiel and assure that the recipient is cognizant of secure means of onward movement of the
classified materiel to its final destination, consistent with the approved transportation plan.

c. Military or commercial POEs that are recognized points of departure from the
U.S., its territories, or possessions, for onloading aboard a ship, aircraft, or other carrier
authorized under subparagraph 5 below. In these cases, the transportation plan shall provide for
U.S.-controlled secure shipment to the CONUS transshipment point and the identification of a
secure storage facility, government or commercial, at or in proximity to the POE. A DOD official
authorized to transfer custody is to supervise or observe the onloading of FMS materiel being
transported via the DTS and other onloading wherein physical and security custody of the materiel
has yet to be transferred formally to the foreign recipient. In the event that transfer of physical and
security custody cannot be accomplished promptly, the DOD official shall ensure that the classified
materiel is either returned to a secure storage facility of the U.S. shipper (government or
contractor); or segregated and placed under constant surveillance of a duly cleared U.S. security
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force at the POE; or held in the secure storage facility (government or commercial) designated in
the transportation plan.

d. Freight forwarder facility that is identified by the recipient government as its
designated representative and that is cleared in accordance with subparagraph 6 below, to the level
of the classified materiel to be received. In these cases, a person identified as a designated repre-
sentative must be present to accept delivery of the classified materiel and receipt for it, to include
full acceptance of security responsibility.

4. Deli Outside the United S Its Territori p -
a. Delivery within the Recipient Country. Classified U.S. materiel to be

delivered to a foreign government within the recipient country shall be delivered on arrival in the
recipient country to a USG representative who shall arrange for its transfer to the designated
representative of the recipient government. If the shipment is escorted by a USG official
authorized to accomplish the transfer of custody, the materiel may be delivered directly to the
recipient government's designated representative upon arrival.

b. Delivery within a Third Country. Classified materiel to be delivered to

a foreign government representative within a third country shall be delivered to an agency or
installation of the U.S., or of the recipient government, the premises of which are inviolable or
otherwise are exempt from the jurisdiction of the third country. Unless the materiel is accompanied
by a USG official authorized to accomplish the transfer of custody, a USG official shall be
designated locally to receive the shipment upon arrival and be vested with authority to effect
delivery to the intended recipient government's designated representative.

5. Qverseas Carriers. Overseas shipments of U.S. classified materiel shall be
made only via ships, aircraft, or other carriers that are: owned or chartered by the USG or under
U.S. registry; owned or chartered by or under the registry of the recipient government; or
otherwise expressly authorized by the head of the DOD Component having classification
jurisdiction over the materiel involved. Overseas shipments of classified materiel shall be escorted,
prepared for shipment, packaged, and stored onboard as prescribed by DOD 5220.22-R and DOD
5220.22-M. "

6. Freight Forwarders. Only freight forwarders that have been granted an
appropriate security clearance by the DOD or the recipient government are eligible to receive,
process, and store U.S. classified materiel authorized for release to foreign governments.
However, a freight forwarder that does not have access to or custody of the classified materiel need
not be cleared.

. A user agency may initiate action to
award or permit one of its contractors to award a classified contract to a foreign contractor provided
the classified information involved has been approved for release (or is determined to be releasable)
to the government of that country under the NDP-1. In addition, the foreign government
concerned must have entered into a security agreement or other security arrangement with the U.S.
under which it agrees to protect U.S. classified information released to it. User agency
responsibilities are contained in DOD Regulation 5220.22-R.
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Section 502 - Security Classification and Release of Information

50201 PURPOSE. The only basis for classifying selected security assistance information is
to protect the national security, that is, the national defense and foreign relations of the U.S. This
section contains specific criteria, based on Executive Order 12356 (National Security Information),
and that provided by the Department of State, for classification and release of SA information for
the purpose of protecting the conduct of U.S. foreign policy. SA information will be classified for
national security purposes in accordance with the criteria of this section and of DOD 5200.1-R,
Information Security Program Regulation, and corresponding MILDEP regulations. The
Department of State, the Assistant Secretary of Defense for International Security Affairs
(ASD/ISA), the Assistant Secretary of Defense for International Security Policy (ASD/ISP), and
the Director, DSAA may issue special instructions which modify or supplement this section in
particular situations.

50202 SECURITY CLASSIFICATION GUIDELINES.
A. General Guidelines.

1. Basis for Classification. All security assistance information not specifically
designated as classified under paragraph B below is unclassified unless the Department of State,
ASD/ISA, ASD/ISP, or the Director, DSAA directs classification in a particular situation, or unless
the national security classification criteria of DOD 5200.1-R and corresponding MILDEP regula-
tions warrant classification for national defense purposes.

2. Lexgls_qf_ﬂmﬁgangn All security assistance information designated as
classified under paragraph B below is Confidential unless the Department of State, ASD/ISA,
ASD/ISP, or the Director, DSAA directs a higher level of classification in a particular instance, or
unless the national sccurity classification criteria of DOD 5200.1-R and corresponding MILDEP
regulations warrant a higher level of classification for national defense purposes.

3. Declassification. All classified security assistance information will be declas-
sified in accordance with the guidelines in paragraph B below unless a longer period of classifi-
cation is either directed in a particular situation by the Department of State, ASD/ISA, ASD/ISP, or
the Director, DSAA or is warranted by the national security classification criteria of DOD 5200.1-R
and corresponding MILDEP regulations for national defense purposes.

B. Specific Guidelines.

1. MAP and IMET Program. The dollar levels and content of a program for the
budget or a subsequent fiscal year are considered For Official Use Only (FOUO) for each
indiVidual country and international organization. The budget year program no longer need be
marked FOUOQ after delivery of the CPD to the Congress.

2. EMS.

a. The primary factors considered by the Department of State ASD/ISA, ASD/
ISP, and the Director, DSAA in requiring classification of FMS information under paragraphs (b)
and (c) below are: the extent to which disclosure of the information would reveal the purchaser's
order of battle, taking into consideration the nature and quantity of defense articles being sold and
the degree to which the purchaser relies on the U.S. as a source of military supply; and, the extent
to which disclosure of the information could be expected to stimulate demands by third countries
upon the U.S. or upon other supplying nations for defense articles, thus encouraging global or
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50202.B.2.b.

regional instability or fostering an arms race. Classification of FMS information under paragraphs
(b) and (c) below in the interest of U.S. foreign relations, is to prevent unauthorized disclosure of
the fact that a specific defense article (e.g., F-16 aircraft) is or may be sold to a particular foreign
government.

b. P&R Data; P&A Data: and LORs. P&R and P&A data are classified
_where these data (1) identify a requesting foreign government and specific items of MDE (e.g., M-
60 tanks) in which that government has expressed an interest, and (2) qualify for reporting under
the AECA, Section 36(b), or (3) classification is authorized under paragraph 50202.A.1 above.
Unless otherwise authorized by paragraph 50202.A.1 above, such classified data may be
declassified when Congressional notification is completed or a subsequent Letter of Offer for these
items is unclassified. In accordance with paragraph 11-100 of DOD 5200.1-R, DOD elements will
respect the security classification of documents originated by foreign governments, including
LORs. LOAs, however, will not be classified unless authorized under paragraph 50202.A.1
above or paragraph (c), below.

c. Letters of Offer. LOAs will be unclassified unless:

(1) Classification is directed by any of°the organizational elements listed in
paragraph B.1.a., above, or

(2) The foreign purchaser requests classification of the sale and any of the
organizational elements in paragraph B.1.a., above approves the classification.

: d. Declassification. Classified information in an LOA and related documents
will be declassified when the originating agency so determines. The LOA and related documents
will be marked:

"CLASSIFIED BY SAMM (DOD 5105 .38-M), DECLASSIFY ON OADR"
[Note: Originating Agency's Determination Required.]

e. FMS implementation records, such as case directives, production or repair
schedules, international logistics supply delivery plans, requisitions, shipping documents, bills of
lading, work orders, contract documents, billing and accounting documents, work sheets, and
related feeder information are unclassified.

f.  Projections of dollar levels or content of FMS agreements, and of dollar levels
of FMS credit extensions for the budget year or a subsequent fiscal year are classified for each
individual country and international organization. Such projections will be declassified upon
delivery to the Congress of the CPD for the fiscal year to which the projections apply. Such
projections will be marked:

"CLASSIFIED BY SAMM (DOD 5105.38-M), DECLASSIFY ON DELIVERY TO
CONGRESS OF CONGRESSIONAL PRESENTATION DOCUMENT
FOR FISCAL YEAR (insert fiscal year)”

g. Reports from the RCS: DSAA (AR) 1200 FMS reporting system which
. contains classified information will be marked:

"CLASSIFIED BY SAMM (DOD 5105.38-M),
DECLASSIFY UPON NOTIFICATION BY THE ORIGINATOR”
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3. Coproduction. For all countries and international organizations, information
which indicates by specific type any item of MDE (e.g., F-16 aircraft) is classified in coproduction
proposals only. Such information will be declassified upon termination of negotiations. Such
mformation will be marked:

"CLASSIFIED BY SAMM (DOD 5105.38-M), DECLASSIFY ON
TERMINATION OF NEGOTIATIONS”

4. N_B,Q_Rmupmmmha[ggs Worksheets showing calculations which contain
projections of dollar levels of future U.S. investment in the development of a defense item and
projections of future multiple foreign requirements will be classified (see Chapter Seven of this
Manual). Worksheets will be declassified when the defense item becomes obsolete to U.S.
requirements. Worksheets will be marked:

"CLASSIFIED BY SAMM (DOD 5105.38-M), DECLASSIFY UPON
NOTIFICATION BY THE ORIGINATOR"

5. Section 36(b) Notifications and Section 113b Reports. Specific clas-
sification directions and guidelines for Section 36(b) notifications, Section 118 reports, and input
data elements for these documents are specified in Chapter Seven of this Manual.

50203 RELEASE OF INFORMATION.
A. Unclassified.

1. Public. In accordance with the AECA, Section 21(f), it is DOD policy to
maximize to the fullest extent consistent with national security the amount of information available
to the public. Further, it is the policy of DOD 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 6:1 accordance with procedures established by DOD Directive 5400.7 and DOD Instruction
5400.10.

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

b. A large percentage of individual records in the case are unclassified. They
may, however, when grouped, produce a complete or virtually complete compilation of data.
These kinds of groupings include but are not limited to: all current LORS, current undelivered
balances of MDE, or groupings of generic classes of items such as "all surface to air missile sales".
Such groupings may then reveal concepts about a country's order of battle plans or current or
planned defense posture of a country, region, or geographical area and result in a Confidential
classified compilation of individually unclassified data. Such a compilation then, by DOD 5200.1-
R, paragraph 2-211, would be denied public release.

c. 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.
2. Compilation of FMS Case-Level Data. On June 25, 1985, the SECDEF

decided that a compilation of FMS case-level data should be classified Confidential. For this
purpose, a compilation is defined as consisting of data provided to the Congress quarterly pursuant
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to paragraphs (1) and (2) of section 36(a) of the AECA that covers a single period longer than five
consecutive calendar quarters.

a. 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. Therefore, a classified compilation could consist, for example, of the data
contained in the reports for the fourth quarter of FY 1985 and the second quarter of FY 1986 for
one or more purchasers.

b. The Data Management Division, Office of the DSAA Comptroller, 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 clearance if such persons already possess sufficient numbers of
quarterly reports so that the provision of additional reports would constitute a compilation thereof.

c. This classification shall only be applicable to compilations of quarterly reports
prepared after June 25, 198S. v

3. Koreign Governments and Inferpational Organizations. Unclassified
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 international 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 applied to articles delivered or services
rendered or training furnished to the country or organization as Grant Aid.

B. Classified.

1. ntativ ri i Plans and Programs. Classified informa-
tion as to tentative plans and programs for the budget and future years may be released to an
involved foreign government or international organization 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, 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.

2. 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 facilitate 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.

3. Bmmdnnes_mr_Rﬂgas.e 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.

C. 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
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involved after a disclosure decision has been made by the appropriate authority in accordance with
paragraph B.3 above.

A. Entry of Data. Each entry into the DSAA 1200 system of data pertaining to a new
FMS case will indicate whether that data is classified under the criteria of paragraph 50202.A.1 or
50202.B.2.(c) above. The security classification, 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 government. The existence 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.

B. 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 declassifi-
cation of any data in the 1200 system is reflected in that system within 15 working days after it
occurs.

C. 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.

50205 FOREIGN COUNTRY INVOLVEMENT IN THE DOD CONTRACTUAL
PROCESS.

A. DOD_Policy. Procurements made for FMS requirements must comply with U.S.
Government acquisition regulations 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 component 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 representation or direct involvement in the
formal negotiation process. Required discussions with the foreign purchaser must be undertaken
during the development of the LOA and prior to actual implementation in order to assure that the
contracting community has all the data required to award a contract consistent with contracting
regulations and the foreign country desires.

B. Release of Contractual Data. Since all pertinent information and contractual
obligations between the DOD and the foreign purchaser are identified in the FMS LOA, there
normally should be no need for the DOD component to provide a copy of the contract to the forelgn
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.

C. Any questions or requests for exception to these provisions must be forwarded to the
- Director, DSAA.
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20206 FOREIGN GOVERNMENT INFORMATION.

A. Information that is provided to the U.S. by a foreign government or an international
organization with the expectation, either expressed or implied, that the information, the source of
the information, or both, are to be held in confidence, or similar information which is produced by
the USG pursuant to or as a result of a joint arrangement with a foreign government or
international organization, is to be held in confidence. '

B. Classification of foreign government information will be in accordance with C_hapter. XI.
of DOD 5200.1-R.

C. Requests for mandatory review for the declassification of foreign government informa-
tion shall be processed and acted upon in accordance with Chapter XI of DOD 5200.1-R.

D. Equivalent Foreign and International Organization Security Classifications are at Table
503-5.
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Section 503 - Export License and Customs Clearance Guidance for
FMS Customers

W Paragraphs 50302 through 50305 provide guidance and instructions for
processing export licenses and customs clearances for items purchased on a government-to-
government basis under the FMS program. Paragraph 50306 provides information on the require-
ment for State Department approval prior to the submission of sales proposals or presentations for
SME items and/or technical data. Paragraph 50307 provides information on the export of
classified defense articles and services.

50302 U.S, DOD SPONSORED SHIPMENTS OF FMS MATERIEL.

A. 1.S./DOD Exemption from Export Licensing. Under certain conditions, no
license is required for the export of defense articles or defense services made by an agency of the
USG. When DOD sponsored FMS materiel is shipped through the DTS on GBLs or other
transportation documents, or by DOD-owned, controlled, or arranged transportation, with DOD
retaining custody until arrival at the overseas port of discharge of the destination country, the 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.

B. Annotation of Transportation Documents. When 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 GBLs and other transportation
documents issued to cover movement of such shipments will be annotated "(APPLICABLE
MILITARY DEPARTMENT) SPONSORED FOREIGN MILITARY SALES SHIPMENT -- NO
EXPORT DECLARATION OR LICENSE REQUIRED 22 CFR 126-4(a) APPLICABLE."” The
signature of the issuing officer on the GBL/document will serve as a certification of this statement.
NOTE: Under no circumstances will this annotation be made on GBL(s) or other transportation
documents for FMS shipments made through or by a forwarding agent or by any representative of
a foreign country.

C. Rmm_n_g_QLEMS_E_x_ng_r_LQOgm All U.S./DOD sponsored shipments of
FMS export materiel moving 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 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.

20303 SHIPMENTS OF UNCLASSIFIED FMS PURCHASED MATERIEL
THOUGH COUNTRY REPRESENTATIVES OR FREIGHT
FORWARDERS.

A. Policy. The Department of State has established policy and procedures in the 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 (Table 503-1) to be used instead of an export license for shipments through
commercial channels of unclassified defense articles sold under the FMS program.

B. Countrv/Freight Forwarder Requirements. To make use of DSP-94, freight
forwarders must be registered with the Office of Munitions Control (OMC), file a letter w1th OMC
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ment's shipments, and file a statement with OMC assuming full responsibility for compliance with

from the foreign embassy or government appointing them as forwarding agent for that govern- ,.
!
the ITAR.

C. Procedures in Section 126.6 of the ITAR are quoted below for information:

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

() Genperal. 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 organization pursuant to the Arms Export Control Act or the ForeignAssistance
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 organization.

(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 modification 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.

© Ermedumfouhﬁﬁommnmma&&alcﬂmmm

(1) General. District directors of customs are authorized 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:

(i) Pursuant to an executed U.S. Department of Defense Letter of Offer and
Acceptance (DD Form 1513); and

(i) 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 registered with the Office of
Munitions Control pursuant to Part 122 of this subchapter.

(2) Eiling'of Documents.
(i) The original copy of completed Form DSP-94, together with one copy of the
corresponding authenticated DD Form 1513 and a shipper's export declaration, must be filed with the

District director of customs at the port of exit prior to actual shipment. An executed DD Form 1513 is
one which has been signed by: '

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

(B) An authorized representative of the foreign government.
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50304.
(ii) SED. The shipper's export declaration must be annotated as follows:
"The shipment is being exported under the authority of Department of State
Form DSP-94. It covers FMS Case , expiration date . 22 CFR 126.6
applicable.”

(iii) Notification to the Office of Munitions Control. 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 DD 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 is executed.

50304 FMS CUSTOMER RESPONSIBILITY.

A. General. Upon execution of an LOA, the foreign country authorized representative
must file necessary documentation with the Department of State to permit the legal export of FMS
materiel from the U.S. by the country freight forwarder.

B. Export Customs Clearance. It is the foreign country's responsxblhty to obtain
export customs clearance for all FMS materiel exported from the U.S., except when it is moved
under USG auspices. Movement of materiel which remains in the custody of DOD is handled by a
separate procedure. See Paragraph 50302.A.

1. Export declaration (U.S. Department of Commerce Form 7525-V, Shipper’'s
Export Declaration) must be prepared by the foreign country representative/freight forwarder for all
FMS materiel which is not moved by the USG. 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.

2.  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).

C. Movements Requiring Export Customs Clearance. Shipper's Export Declara-
tions, appropriate U.S. Department of State and U.S. Customs export clearances for FMS
shipments, for which the customer country has transportation responsibility, are required for the
following categories of country-arranged movement:

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

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

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

D. 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.

E. 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.
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50305 INTRANSIT SHIPMENTS OF UNCLASSIFIED DEFENSE ARTICLES.

A. General. For the import into, and re-export from, the U.S. of any unclassified defense
articles, a Temporary Import License Form DSP-61 (See Table 503-2) is required. This includes
defense articles being temporarily imported to the U.S. for overhaul, repair, modification, and
intransit shipments to a third country. An example of an intransit shipment to a third country is a
defense article imported to the U.S. for incorporation into another article and is returned to the
country of origin or shipped to another country.

B. Procedures for Repair and Return.

1. Department of State and U.S. Customs Service Requirements. The
foreign government is responsible for obtaining the DSP-61 and the appropriate U.S. Customs
clearance in accordance with paragraphs 123.3 and 123.5 of the ITAR. The U.S. Customs
Service will accept an approved DSP-61 as authority from the Department of State, for duty-free
entry into the U.S. and U.S.-origin defense articles which are the property of a foreign govern-
ment 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 DD 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.

2. Shipments Arranged by the US, DOD. A DSP-61 is not required when the
shipment arrangements are being made on a U.S. GBL within the DTS.

3. EMS LOA Requirements. DOD Components prepaﬁng LOAs for repair and
return programs will include a supplemental condition, when applicable, indicating the requirement
for the foreign country to obtain an approved DSP-61 from the Department of State.

30306 STATE DEPARTMENT APPROVAL OF PROPOSALS RELATING TO
SME.

A. Policy. Before making a proposal or presentation to a foreign person to sell SME
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 discussions
and make a sales proposal in connection with the sale of a specific 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 Manu-
facturing 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. '

B. 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 disclosure of technical data or temporary export of defense articles,
the appropriate export license must be obtained.
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QLES_AN_ILS_ERY_I_(ES, Apphcanon for export hcensc for the export or import of classmed
defense articles and services must be made on Department of State Form DSP-85 (See Table 503-
3). Application must be made by a U.S. national in accordance with the provisions of Part 125 of
the ITAR. Classified materiel may only be released to a foreign government representative who
has been designated in writing by the recipient government. A foreign government may designate
a freight forwarder as their agent. The written designation shall contain assurances that the person
has a security clearance at the appropriate level and that the person will assume full security
responsibility for the materiel on behalf of the foreign government. The recipient will be required
to execute a receipt for the materiel, regardless of the level of classification. Classified shipments
resulting from direct commercial sales must comply with the same security standards that apply to
FMS contracts. Prior to consummation of a commercial contract that will result in the shipment of
classified materiel, contractors must consult with the purchasing government, the DIS Cognizant
Security Office and the responsible DOD Component to obtain approval of the transportation plan.
The transportation plan is at Table 503-4. In the event the defense contractor is unable to make
suitable arrangements for shipment of classified materiel being procured under a direct commercial
contract, the contractor should notify the foreign customer to make appropriate arrangements for
DTS shipment under an FMS LOA.

50308 ¥FMS CREDIT FINANCED DIRECT COMMERCIAL CONTRACTS. Con-
sistent with the guidelines in Chapter 9, Section 902, Paragraph 90209, DSAA reviews direct

commercial contracts submitted by FMS credit recipients for FMS credit financmg approval. The
review for financing approval is separate and distinct from the munitions/export licensing
requirement of the Department of State or Department 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 USG approval of such licenses when requested.
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TABLE 503-1
Authority to Export Defense Articles and Defense Services Sold under the
Foreign Military Sales Program (Form DSP-94)

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

UNITED STATES OF AMERICA

C x4 : DEPARTMENT OF STATE
%M;)’ /AUTHORITY TO EXPORT DEFENSE ARTICLES AND DEFENSE SERVICES SOLD UNDER

THE FOREIGN MILITARY SALES PROGRAM

This form, when properly executed and accompanied by an authenticated Depariment of Defense Ofler and Acceptance (DD Form 1513), constitutes authority
under seclion 126.6 of the International Traflic 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 belcw.

The Department of State may, without prior nolice to the exporter, deny, revoke, suspend, or amend this authority consistent with ITAR section 126.7.

Wiliful violation of the ITAR, making an untrue statement ol a material fact, or omission ol a material {act 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 Implemantation

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

8. Only the unshipped balance, valuedat$ _______ ___ 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 amendment to the value and/or quantity of defense anticles and services authorized under this FMS case as shown in the
attached amended DD Form 1513, ves [J No

10. It exporter is a freight forwarder acting on behalf of a {oreign government or diplomatic mission, provide the name, address, and telephone number of
the foreign official in the U.S. familiar 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 and/or
defense services included on this FMS case:

L VI, XI. XV1, XX,
" VIL X0, XViI.

. vill, xin. XVill.

. x. XIV. XIX.

V. X. : Xv. XX.

12. Exporter's Statement
[ 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 Title 22 CFR Part 120-128 and
130 and any conditions and limitations imposed.

Signature Date
(Authority valid for 24 months from above date.)

FORM DSP-94
1185 1—-AUTHORITY TO EXPORT

TABLE 503-1. Authority to Export Defense Articles and Defense Services Sold
under the Foreign Military Sales Program (Form DSP-94).
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TABLE 503-2
Application/License for Temporary Import of
Unclassified Defense Articles (Form DSP-61)

APPLICATIONLICI NSL t U
SEMPURANRY IMPORT OF UNCLADMIFIE L Ut ENSE ARTICLES

COoMMIENES REGUESTLU BY FHOM

(1 OLO/OAME U} tarna L) ACDA

{1 aAnmy 0 sunrnenm C] NASA

1} navy () weasna ) ENERGY

(! At FOACE {1 At n

L} PM/SAS (1 ana/mpe 9]

{1 DQUINSA () otsssat 0 CASE NO RECEIVED PM/MC OATE STAFFED

HEPLY it HE AND HETUMN [ UFHICE OF MUNITIONS CONTHOL, QEPAHIMENT OF STATE, WASHINGTON, D.C. 20620

U] st ove wiu poovisis Typead (&

11 approve wipivwisas

L) aeny
1 Dele prepersd 2 PMIMC applicant code 3. Foregn country Liom whech shipped | 4. U §. port ol impost
wa S Apuicent s nate, sddiets, ZIP cude, tel. no. 6. Forayn country of uitumstis 7. U.S. port of export
wWxw, Ussunation

4. Nems, State, 8nd stephone numbaer Of appixcant contact if U.S. Governmaent
wads shtional 1nlormenan

TELEPHONE NUMBER

TLMUMITIONS
9. QUANTITY 10 COMMUDITY (lndicate us erhuulirepuit fmudificution coust st 12. VALUE
- QUANTY of applicable and known, folivw initnecitons cerepully) CATLGORY .
JraToralvaLue [
14 Source Of iNaqulecivisr 0 COMMG Ly 16 Suscilic purposs 101 which the material 18 IMported (overhaul, repair,
mudiflcation, or traxsshpment ic a third couniry)
]
15 Name end addiess 0} Owiwt OFf CMMOGHY 10 10(8igN COuntry hion which 17. Neme and sddress of cOngignor in foreigh country trom which shipped
ped
18 Narise and sdGiuss OF CONGNES in 101BIGN cOuntry Of Lltunates destinglion 18 Neme and s0dress of end weer 10 (0ragn COUNtry 0F VIILTIALE deslinel10n
20 Name end s0drens uf (Oraig intermedisls CONggnes 21. Naine and sudiess ot U S, 1 irepair facility
W ransApment agenl)
22 1ne IDENTICAL commodity (Jwas Iened 10 the country in biack 1 23 APPLICANT'S STATEMENT (Sce instruciions)
windet Iernise o i Dwes tcanised
hd 10 OINWT COUNtI s uNUer Hcense no : . 7 . herety spply tor a license 10
Clwas dunved 10 the countiy in D1och 3 under vouled Lcenss nu. {Typed Neme)
- N Cwunplute 1he 116nCLION duwsiDuy shave; warrent the tiuth of all statements
Eliever twensed toe this appticant Medu Nuren. 47 eCknowiedye, understend and will cOmply with the pio-
vitiuns of Tile 22 CFR 121-128 end 130 and any conditions and limistions
e . WHpused gt (he cammodity s fisarms of smnlunition of U.S manuiscture,
20 -: tNSE TO BE SENT TO Name, eddiess, Z1P code 1 y et Lesed 00 CONHQLGIalive evidence, fhy COTENGUIlY was NOL
w)-\\f. \vl Hutiiied 06 ¢ yrent Bas 10, Of actuited Without full payment by, & Ioreign
v AV Quv At undal 8 fOIGA S5LANCE POy am Of the U.S. a3 sel orth n Titie
22 CFH 121120 end 130 B
WAVWAWY
W,
iV
/
RS
s umae DSP 61 - : . . FOHM arPHOVED
taan INSCARU PHE VIDUS EUITIUNS 2—REFERRARAL O . 4r.A138

TABLE 503-2. Application/License for Temporary Import of Unclassified
Defense Articles (Form DSP-61).

503-7



DOD 5105.38-M

o . TABLE 503-3
Application/License for Permanent/Temporary Export or Temporary Import
of Classified Defense Articles and Related Classified Technical Data

(DEPARTMENT OF STATE USE ONLY)

X
- SEAL Signature QOO :: ‘
Liconse is heraby grented to the epplicent for the described commadity I
to be permanently exported from the U.S., to be temporerily exported Nil
trom and returned to the U.S., or to be temporerily imported into the Nll,‘il AXXN
U.S. snd returned to the forsign owner, provided sthipment ls mede in ®, l
sccordence with the Dapartment of Defense Industris! Security Menual, (o] n:n:n:n:n:u I
Thig license mey be revoked, suspended or smended by the Secretary of N 0%e'e's !
State without prior notice whenever the Secretsry desms such sction HIQMIH LICENSE VALID FOR 2¢ i
advissble. (DO NOT REPRODUCE THIS LICENSE {121.20(ch) LICENSE NO. OOCGLX 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 2. PM/MC sppticant code 3. Check ona: 4, Country of uitimate destinstion or yojourn 5. Country from which
{O Permenent export shipped.(temporary
O Temporsry export imports only)

J Temporary import

8. Applicant’s name, address, ZIP code, tel. no.
B 7. Namay and telephone numbers of U.5. Government personnet (not PM/MC)
familisr with the commodity

]

8. Name, State snd telephone number of appticant contact if U.S. Government
nesds additional informstion

TELEPHONE NUMBER:

1. 12. MUNITIONS|
9. QUANTITY 10. COMMODRITY (Fotlow instructions carvfully) CLASSIF14 LIST 13. VALUE
ICATION “CATEGORY
O Hardware [ Technica! Dats
/
14. TOTAL VALUE: $
15. Source or manufacturer of commodity 16. Specitic purpose for which the meterial is required, including specific
program/end item
17. Name snd address of sefter in United States 18, Name snd address of consignor in United States
L]
19. Neme and sddress of cognizant OIS security office 20. Neme snd eddress of foreign consignes
otels!
843848,
X
SR
21, Name and sddress of foreign end-user 22. Dete and lavel {TS, S or C} of security clesrance of facitity in item &
Dete: Lovel:
23. This spplication represents: [JONLY completely new shipment;
 CJONLY the unshipped balance of ficenss no.
24. 11 commodity is being provided under 8 Foreign Mititsry Seles {FMS) or NOTE: APPLICATION CAN NOT INCLUDE BOTH
Grant Ald (GAD) progrem, stetewhich ___________ __ end give the case 25, The IDENTICAL commodity (Jwas licensed 10 the country In block 3
no. - under ficense no. ; Dwes licansed
- 28. Would spp: of this ion result ingn L 10 export more to other countries under license no. B
highly clessified commodities? D was denied to the country in block 3 under voided ficense no.
ONo  OYer M ye, explain in & cover lotter (6 coples). Cwrs never licensed for this spolicant
28. LICENSE COPY TO BE SENT TO: Name, sddress, ZIP code 27.APPLICANT'S STATEMENT (See /nstructions)
', , heraby spply for @ license 10 com.
,0,0,0.8, {Typed neme)
., N,'N.N. plete the transaction described above; werrant the truth of ail stetements made
Q n,n,'u, harein; snd acknowiedge, understand snd will comply with the provitions of
: :INN: Titte 22 CFR 121.128 and 130, any and { d, and
0 N':'N the DOD industris? Security Menusl.
N
j & 8 Signsture
V
FORM DSP 88 FORM APPROVED
11/82 (DISCARD PREVIOUS EDITIONS) 1-APPLICATION/LICENSE OMS8 NO. 1405.0072

TABLE 503-3. Application/License for Permanent/Temporary Export or
Temporary Import of Classified Defense Articles and Related Classified Technica
Data (Form DSP-85). ’
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TABLE 503-4
TRANSPORTATION PLAN

The provisions of DOD 5200.1-R and DOD 5100.76-M require that the transmission instruc-
tions or the requirement for an approved transportation plan be incorporated into the security
requirements of the LOA when the foreign purchaser proposes to take delivery and custody of
classified materiel in the United States and use its own facilities and transportation for forward
shipment to its territory. The requirement for this plan will be included with any contract,
agreement, LOA or other arrangement involving the release of classified materiels to foreign
entities.

The transportation plan is to be submitted to, and approved by, applicable DOD component
authorities. As a minimum, the transportation plan shall include the following provisions:

a. A description of the classified materiel together with a brief narrative as to where and under what
circumstances transfer of custody will occur;

b.  Identification, by name or title, of the designated representative(s) of the foreign recipient government or
international organization who will receipt for and assume responsibility for the materiel. In case of U.S. classified
materiel, the person(s) so identified must be cleared for access to the level of the classified materiel to be shipped;

¢.  Identification and specific location of delivery points and any transfer points;

d. Identification of commercial carriers and freight forwarders or transportation agents who will be involved
in the process, the extent of their involvement, and, as applicable, security clearance status;

e.  Identification of any storage or processing facilities to be used and, relative thereto, certification that such
facilities are authorized by competent government authority to receive or process the level of classified materiel to be

shipped;

f.  When applicable, the identification, by name or title, of couriers and escorts to be used and details as to
their responsibilities and security clearance status;

g.  Description of shipping methods to be used, together with the identification of carriers (foreign and
domestic). For classified materiel, see Chapter 8, DOD 5200.1-R and for classified sensitive materiels, see Chapter
7, DOD 5100.76-M.

h. ' In those cases when it is anticipated that the U.S. classified materiel or parts thereof may be returned to
the U.S. for repair, service, modification, or other reasons, the plan must require that shipment shall be via a carrier
of U.S. or recipient government registry, handled only by authorized personnel, and that the applicable DOD
component (for FMS) or DIS (for commercial sales) will be given advance notification of estimated time and place
of arrival and will be consulted concerning inland shipment;

i.  The plan shall require the recipient government or international organization to examine shipping
documents upon receipt of the classified materiel in its own territory and advise the responsible DOD component in
the case of FMS, or DIS in the case of commercial sales, if the materiel has been transferred enroute to any carrier
not authorized by the transportation plan; and

j- The 'recipient government or international organization also will be required to inform the responsible
DOD component or the DIS promptly and fully of any known or suspected compromise of U.S. classified materiel
while such materiel is in its custody or under its cognizance during shipment.

TABLE 503-4. Transportation Plan.
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EQUIVALENT FOREIGN AND INTERNATIONAL PACT ORGANIZATION
SECURITY CLASSIFICATIONS

COUNTRY

Argentina

Australia
Austria

Belgium:
(French)

(Flemish)

Bolivia

Brazil

Cambodia

Canada
Chile

Columbia

Costa Rica

Denmark

Ecuador
El Salvador

Ethiopia

Finland

France

-,

Germany

Greece

'‘Guatemala
Haiti

" Honduras

TOP SECRET

ESTRICTAMENTE
SECRETO

TOP SECRET
STRENG GEHEIM

TRES SECRET

ZEER GEHEIM

SUPERSECRETO or
MUY SECRETO

ULTRA SECRETO
TRES SECRET

TOP SECRET
SECRETO
ULTRASECRETO

ALTO SECRETO
YDERST HEMMELIGT

SECRETISIMO
ULTRA SECRETO

YEMLAZ BIRTOU
MISTIR -

ERITTAIN SALAINEN
TRES SECRET

STRENG GEHEIM

AXPOL
ANOPPHTON

ALTO SECRETO

SUPER SCERETO

SECRET

SECRETO

SECRET
GEHEIM

SECRET
GEHEIM

SECRETO

SECRETO
SECRET

SECRET
SECRETO
SECRETO

SECRETO
HEMMELIGT

SECRETO
SECRETO
MISTIR

SALAINEN
SECRET DEFENSE

GEHEIM
ANOPPHTON
SECRETO

SECRET
SECRETO

CONFIDENTIAL

CONFIDENCIAL

CONFIDENTIAL
VERSCHLUSS

CONFIDENTIEL

VERTROUWELDK
CONFIDENCIAL

CONFIDENCIAL

SECRET/
CONFIDENTIEL

CONFIDENTIAL
RESERVADO
RESERVADO

CONFIDENCIAL
FORTROLIGT

CONFIDENCIAL
CONFIDENCIAL
KILKIL,

CONFIDENTIEL
DEFENSE

VS-VERTRAULICH
IMINILTEYTIKON

CONFIDENCIAL
CONFIDENTIAL
CONFIDENCIAL

RESERVADO

RESTRICTED

DIFFUSION
RESTREINTS

BEPERTKE
VERSPREIDING

RESERVADO

RESERVADO

RESTRICTED
RESERVADO

CONFIDENCIAL
RESTRINGIDO

TIL
‘TJENESTEBRUG

RESERVADO
RESERVADO

DIFFUSION
RESTREINTE

NEPIOPIIMENUL
XPHLEQL

RESERVADO

RESERVADO

TABLE 503-5. Equivalent Foreign and International Pact Organization Security

Classifications.
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COUNTRY  TOP SECRET SECRET CONFIDENTIAL  -eeemeeeen _
Hong Kong ~ TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Hungary SZIGORUAN TITKOS TITKOS BIZALMAS
India TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Indonesia SANGAT RAHASIA RAHASIA TERBATAS
Iran BEKOLI SERRI SERRI KHEILI MAHRAMANEH
S B S Mﬁﬁwﬁ' Ll
Iraq Iy o~ pre r 5 2 Aamnd -
(Absolutely secret) (Secret) (Limited)
Iceland ALGIORTI TRUNADARMAL
Ireland TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Gaelic AN-SICREIDEACH SICREIDEACH RUNDA SRIANTA
Israel SODI BEYOTER SODI SHAMUR MUGBAL
ap1ta T *T10 e Y331D
Italy SEGRETISSIMO SEGRETO RISERVATISSIMO RISERVATO
Japan KIMITSU GOKUHI HI TORIATSUKAICHUI
% FES A% B2 E
BUG AIHI 3] #} 4
Jordan Vam oot o~ p sl Iy dee
MAKTUM JIDDAN MAKTUM SIRRI MAHDUD
Korea 13 ¥g 0% vy @ LY
| KUP P1 MIL Il KUP PI MIL i1l xue P1 MIL
Laos TRES SECRET SECRET SECRET/ DIFFUSION
' CONFIDENTIEL RESTREINTE
Lebanon ’I“RES SECRET SECRET CONFIDENTIEL .
Mexico ALTO SECRETO SECRETO CONFIDENCIAL RESTRINGIDO
Netherlands ~ ZEER GEHEIM GEHEIM CONFIDENTIEEL or DIENSTGEHEIM
VERTROUWELIIK
New Zealand ~ TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Nicaragua ALTO SECRETO SECRETO CONFIDENCIAL RESERVADO
Norway STRENGT HEMMELIG HEMMELIG KONFIDENSIELL BEGRENSET
Pakistan TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Paraguay SECRETO SECRETO CONFIDENCIAL RESERVADO
Peru ESTRICTAMENTE SECRETO CONFIDENCIAL RESERVADO
SECRETO

TABLE 503-5. Equivalent Foreign and International Pact Organization Security

Classifications.

(Continued)
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COUNTRY TOP SECRET SECRET CONFIDENTIAL =~ cceeceneao.

. Philippines TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Portugal MUITO SECRETO SECRETO CONFIDENCIAL ‘RESERVADO
Saudi Arabia SAUDI TOP SECRET SAUDI VERY SECRET  SAUDI SECRET SAUDI RESTRICTED
Singapore TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Spain MAXIMO SECRETO SECRETO CONFIDENCIAL DIFFUSSION

LIMITADA

Sweden HEMLIG HEMLIG

(Red Borders)
Switzerland [Three languages. Top Secret has a registration number to distinguish from Secret and Confidential.] i

French TRES SECRET SECRET DEFENSE CONFIDENTIEL DEFENSE DIFFUSION

. RESTREINTE
German STRENG GEHEIM GEHEIM VERTRAULICH
Italian SEGRETISSIMO SEGRETO RISERVATISSIMO RISERVATO
r\ - . -
Taiwan jg) f} & 2 %ﬂ J&' g' m g Z‘
. - J d - :

Thailand LUP TISUD amg‘n LUP MAAG suuIan LUP gy POK PID ynin
Turkey gok clizut cizut YzEL HIZMET UZEL
Union of

So. Africa

English TOP SECRET SECRET CONFIDENTIAL RESTRICTED

Afrikaans UITERS GEHEIM 'GEHEIM VERTROULIK BEPERK
A in g o s

(Egypt) TOP SECRET VERY SECRET SECRET OFFICIAL
United

Kingdom TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Uruguay ULTRA SECRETO - SECRETO CONFIDENCIAL RESERVADO
USSR COBEPWEHHO EKPETHO HE 100AEXALK MR CNXZEHOMO

CEKPETHO ¢ OCAAUENRHD . NOAb30BAHKA

Viet Nam: .

French, TRES SECRET SECRET DEFENSE CONFIDENTIEL DIFFUSION

Vi RO1-MoT Vi DEFENSE . RESTREINTE

ielnamese Ol-M s .KIN v Y.}T

Intemational :
Organization TOP SECRET SECRET CONFIDENTIAL
NATO COSMIC TOP SECRET = NATO SECRET NATO CONFIDENTIAL NATO RESTRICTED
NOTES:

In all instances foreign security classification systems are not exactly parallel to the U.S. system and exact equivalent
classifications cannot be stated. The classifications given above represent the nearest comparable designations that are used to

signify degrees of protection and control similar to those prescribed for the equivalent U.S. classifications.

ATOMAL information is an exclusive designation used by NATO to identify “Restrictred Data" or "Formerly Restricted Data”
information released by the U.S. Government to NATO.

TABLE 503-5. Equivalent Foreign and International Pact Organization Security

Classifications.
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CHAPTER SIX
MILITARY EXPORT SALES POLICIES AND CONSIDERATIONS

Section 600 - Policy and Background

60001 PURPQSE. The purpose of this section is to relate the fundamental policy and back-
ground that apply to military export sales as components of the overall security assistance program.

60002 BACKGROUND. -

A. ilitary Export Sales Defined. Military export sales may be divided into FMS and
direct commercial sales. FMS includes govemment-to government transactions. For these sales,
the DOD purchases articles and services from U.S. firms, takes title to the equipment, or has title
to the articles to be sold from U.S. stocks, and sells the articles or services to the foreign buyer.

For direct commercial sales, the U.S. firm sells directly to the foreign government or international
organization.

B. AECA. In enacting the AECA, as amended, the Congress éonsolidated and revised
foreign assistance legislation relating to military export sales. Basic sales policy is as outlined in
Chapter Two.

1. Qrigin of Policy Objectives. FMS supports specific U.S. foreign policy and
security objectives. Historically, sales have improved internal order and increased the prospects
for regional stability, thereby reducing the likelihood of direct U.S. military involvement.
Standardization of materiel, doctrine, and training is enhanced among our allies and friends.
Additional benefits stemming from FMS are: the U.S. production base is maintained, U.S.
employment is increased, research and development costs are spread, unit costs to the MILDEPS
are reduced, and forward materiel support is facilitated.

2. Reasons for Government-to-Government Sales. DOD recognizes that there
are cases in which it is to the USG advantage to encourage the use of commercial sources by
foreign countries and international organizations. Nevertheless, a significant amount of U.S.
exports of defense articles and services are conducted on a government-to-government basis for
one or more of the following reasons:

a. GFE, or GFM. GFE manufactured in a Government-Owned, Government-
Operated (GOGO) facility cannot, excepr in certain circumstances, be sold directly to U.S. firms
for export to foreign purchasers. Sales of GFE or GFM to U.S. prime contractors are authorized
in certain instances which are detailed in DODD 4175.1, dated 8 July 1983. The furnishing of this
type of materiel would normally be via an FMS transaction between the USG and the foreign
purchaser. See Chapter 8, Section 801, for procedures whereby a foreign country or international
organization can appoint a commercial source to act as an agent for the receipt of FMS GFE/
spares/support items which are required by that commercial source to enable the manufacture/
assembly or repair/rehabilitation of a defense item owned by the foreign purchaser.

b. US ntrol. For some special situations, the USG wishes to exercise the
control that is more easily achieved within FMS channels (see AECA Sec. 38(a)(3)).
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c. Classified Items. The processing of requirements and delivery of classified
equipment can normally be accomplished more effectively through FMS channels.

d. Cooperative Logistics. Sales made under CLSSAs and similar logistics
sales arrangements are handled through the FMS channel as the only practicable way of

incorporating the requirements of the armed forces of friends and allies into the U.S. logistics
system.

3. Purchaser's Options. Except as provided for in Section 601 of this Chapter, the
purchaser has the option to buy defense articles and services commercially or through FMS
channels. Subject to stated limitations, the purchaser makes that decision.

C. Buyer-Seller Relationship (Military). ‘ -

1. An essential characteristic of military export sales, whether commercial or govern-
ment is that two governments must agree. Neither government can direct the transaction; either
government can shape it by withholding its approval. Sales are negotiated from the standpoint that
both the buyer and the seller must be satisfied.

2. ThlS characteristic shapes the conduct and style of FMS. Some of the rules
govermng FMS are hard and fast since they are founded in U.S. law. For example, the USG is
required by law to sell only for dollars. Most of the "rules” must be pragmatically applied. Since a
sale must be negotiated, rules take the shape of preferences and sales procedures take on the shape
of general practice, with the consequence that exceptlons to the rule are more easily cited than the
rule itself.

D. Sales Guidelines. Except where overriding considerations dictate otherwise, the
following guidelines will govern DOD sales activities:

1. Support of Foreign Policy Interests of the U.S. DOD sales will support

the foreign policy interests of the United States.

2. Responsiveness to Foreign Requests. The DOD will be responsive to
foreign requests for sales proposals.

3. istin In rv_in_ Militar X 1

_ a. Asindicated below, the DOD will assist U.S. industry in making sales directly
to foreign governments. Relationships with industry will be forthright, factual, and avoid all
connotation of favoritism. More detail regarding SAO-Industry SA relations is contained in
Section 602. :

b. The Department of State has adv1sed commercial firms who plan to discuss the
sale of defense articles overseas to:

(1) Consult with the Department of State regarding obtaining an advisory
opinion or export license;

- (2) Advise the local SAO or American Embassy representative upon arrival in-
country; and

(3) Inform the SAO or Embassy rcpresentative whether or not they have a

license to discuss technical information regarding the project planned to be discussed with host
nations; and if not, how the commercial firm expects to handle the matter. There is no requirement
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for a commercial firm to contact the SAO or local Embassy representative, but it is in the best
interests of all concerned if commercial firms do so.

c. U.S. diplomatic posts have been advised by the Department of State that they
should treat representatives of U.S. firms selling defense equipment and services with the same
courtesies as other U.S. businessmen.

(1) Diplomatic posts may supply basic business information and services to
U.S. business representatives (e.g., access to commercial library, names and addresses, infor-
mation about local customs regulations and commercial law).

(2) Diplomatic posts may also provide nonsensitive background information
on the organizational structure of the host government and defense forces, its defense budget,
funding limitations, and whatever U.S. financial assistance is available.

d. IfaU.S. firm has been granted a license to release technical data in support of
sales promotions or other marketing efforts in the host country, and subject to local conditions, the
following additional services may be provided to representatives of U.S. firms upon request:

(1) Assistance in arranging appointments with host government officials and
guidance on which officials to contact;

(2) General advice on tactics for securing sales in the host country; and

(3) Informing the host government that the USG has approved in principle the
marketing effort as evidenced by the issuance of a license.

e. U.S. manufacturers and exporters may make general marketing efforts abroad
to advertise their products and services without first obtaining a license or prior approval from the
Department of State, provided that:

(1) The technical data disclosed to prospective customers is in the public
domain and therefore exempt from licensing requirements; and

(2) No specific proposal is made for the sale of SME valued at $14 million or

more for end-use by foreign armed forces, or for manufacturing license or technical assistance
agreements for the production or assembly of SME, regardless of the value of the contract.

Conversely, any marketing activity that involves disclosure of technical data not in the public
domain, unless otherwise specifically exempt from licensing requirements, must be licensed by the
Department of State. Likewise, any specific proposal for the sale of SME valued at $14 million or
more for end-use by foreign armed forces, or for a manufacturing license or technical assistance
agregment for the production or assembly of SME, regardless of the value of the contract, must
receive prior approval by the Department of State, whether or not export of technical data is
involved. An approved license for the export of technical data (DSP-5), or the temporary export of
equipment for demonstration purposes (DSP-73), or an advisory opinion (a "GC" case) satisfy the
prior approval requirement for SME proposals. However, if technical data is to be disclosed, a
license is required since an advisory opinion is not an authorization to export technical data or
equipment.

: 4. Soliciting Consultation with Foreign Countries. The U.S. Government
welcomes consultation with our friends and allies regarding planning to meet their defense needs,

research, development, production, and logistic support programs of mutual interest. Information
obtained through consultation is important in the planning process described in Chapter Four.
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5. Sales Promotion Prohibitions. In accordance w1th the 1961 FAA,Section
515, as amended, "The President shall continue to instruct United States diplomatic and military
personnel in the United States missions abroad that they should not encourage, promote, or
influence the purchase by any foreign country of United States-made military equipment, unless
they are specifically instructed to do so by an appropriate official of the executive branch."

E. Criteria Regarding Sale of Military Equipment. In general the USG is w1llmg
to sell equipment to eligible countries and international organizations after a case-by-case review of
each prospective purchaser's request. Factors con51dered in this review include:

1. Type of Equipment. It is easier to approve the sale of less, rather than more,
sophisticated equipment; easier to approve the sale of less, rather than more, expensive equipment;
easier to approve the sale of equipment adopted by the U 'S. forces and promising to the buyer the
benefits of logistics standardization. .

2. anu_y__and_Rggign. The willingness of the USG to sell rruhtary equxpment
varies country by country in accordance with the military requirements, ability to maintain and use,
compatibility with existing inventory, and impact on the perceptions and the actions of the buyer's
neighbors.

3. Foreign Policy. The willingness of the USG to sell rmhtary equipment varies
with the time and the situation; thus changes in terms of foreign policy, diplomacy, economy,
finances and security, reﬂectmg the changing world-wide situation, can cause changes in such
willingness from time to time.

4, N_a;mnﬂ_ﬁsgjgs_u;e_l’_ojm NDP-1 records the levels of classification which
the USG is willing in general to release to cited countries. Requests for exceptions to policy
established by this document are handled by the National Disclosure Pollcy Board which is chaired
by the DOD, at the Under Secretary level. :

5. Military Threat. The degree to which the transfer responds appropriately to the
military threats confronting the recipient.

- 6. Collective Security Capabilities. Whether the transfer will enhance the recip-
ient's capability to participate in collective security efforts with the United States.
7. Cgun_t_enng_qf_Ext_unal_Aggr_es,sj_Qn Whether the transfer will promote
mutual interests in countering externally supported aggression.
8. S_Lahmmm_gggmns Whether the transfer is consistent with U.S. interests

in maintaining stability within regions where friends of the United States may have differing
objectives.

9. Counterbalancing of Positive and Negative Factors. Whether any
detrimental effects of the transfer are more than counterbalanced by positive contributions to U.S.
interests and objectives.

10. Legislative Restraints. The principal legislative restraints on FMS are reviewed
-in Chapter 7 of this manual. These reflect the guidelines and constraints that must be followed .
prior to the approval of military export sales.
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60003 POLICIES.

A. Lis f Eligibl ntrie: Purchase or Lease Defen Articl
Defense Services. The current list of eligible countries and international organizations

determined by the President is provided at Table 600-2. It should be noted that sales to certain
countries or international organizations may be suspended for legal or policy reasons. Any ques-
tions relative to the eligibility of a foreign country or international organization should be referred
to DSAA, Operations Directorate.

B. signati f Defen: rticl n rvices. A copy of the U.S. Munitions
List is included in Chapter 2. Items in categories which are asterisked (*) on this list are
considered SME.

C. Foreign Military Design and Construction Sales.

1. Authority. The AECA, Section 29 authorizes the sale of design and construction
services to eligible foreign countries and international organizations provided the full costs are paid
to the U.S. by the purchasing country or international organization. If such services are to be
procured by the USG for sale under Section 29, the purchaser must make funds available in such
amounts and at such time as they may be needed to meet the payments required by the contract and
any damages and costs that may accrue from the cancellation of such contract, in advance of the
time such payments, damages, or costs are due.

.
»

2. ngressional Reporting. Congressional reporting requirements in the AECA,
Section 36(b), apply to any design and construction program valued at $200 million or more.

3. Use of FMS Procedures. The LOA and standard sales procedures will be
utilized for all design and construction programs. Normally, design and construction services will
be offered as follows:

a. When the design and construction services are a part of a total program, the
services will be included in the total system case under the cognizance of the managing DOD
component. A special note will be added to the case indicating that the services are offered under
the authority of the AECA, Section 29 and also identifying the construction agent for this portion
of the program, e.g. U.S. Army Corps of Engineers. In certain cases, the DOD component
program manager and the construction agent may wish to conclude an internal agreement to
summarize management relationships for a program.

b. When the design and construction services are not part of a total program, the
DOD component responsible for providing the design and construction services will be assigned
management responsibility for the case.

c.  When the design and construction services are a follow-on requirement to a
previous major system sale, the DOD component responsible for providing the design and
construction services will prepare the LOA. However, where special circumstances such as unique
funding requirements are experienced, the requirement for preparation of the follow-on LOA will
be coordinated with DSAA, Operations Directorate to determine the appropriate management
responsibility. :

D. Proper Use of Materiel. The designated U.S. overseas military SAO will assist the
host country in observing and reporting on the utilization of defense articles and services acquired
through sale or lease from the United States. The following applies to FMS items, including those
financed by MAP Merger funds. Items furnished under MAP prior to FY 1982 or Section 506
FAA are discussed in Section 1101.
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1. Each country receiving U.S. defense articles is responsible for adherence to
agreements under which transfers are made. These agreements were established to assure
compliance with U.S. legislation and policy in order to protect the U.S., recipient country, other
countries in the region, and private citizens against non-approved use of the articles. U.S. policy
is designed to allow transfers only to those countries with the capability and intent to utilize
equipment in accordance with established agreements.

2. Although controls established by the receiving country will continue to be the
primary means for assuring that defense articles are used, from receipt to final disposition,
according to agreements with the U.S., the SAO and others with knowledge of usage should.be
alert to indications of unauthorized use and report such use to the appropriate host country or U.S.
country team organization. .

3. When a U.S.-origin defense article has fulfilled its requirement and the recipient
country desires to dispose of the article, there are two proper methods to use as follows:

a. The item may retain its military capability and be transferred to another country. ‘
It will normally be the responsibility of the transferring country to locate a purchaser. Third party
transfer certification requirements are shown in Section 60003.K.

b. The item may be disposed of in-country. Because the military capability,
potential for unauthorized disclosure of classified or sensitive information, civilian safety concerns,
and other factors vary widely, adherence to DOD procedures for disposal are strongly encouraged.

4. Classified, sensitive, or dangerous features must be neutralized prior to or during
the disposal process in order to eliminate potential for military or other unauthorized use. For non-
MAP items, disposal remains the responsibility of the recipient country; however, the SAO should
be aware of methods used by the country for final disposal of defense articles and whether a viable
process exists for proper demilitarization.

5. If in-country demilitarization practices do not appear to meet U.S. standards, the
recipient country should be encouraged to use U.S. demilitarization guidance in DOD 4160.21-M-
1 obtained through FMS publications cases. Assistance for specific types of items may also be
obtained from the DOD integrated materiel managers or DRMS for those items. A disposal process
which fails to meet U.S. standards should be discussed with other principal members of the
country team and raised to the appropriate U.S. level of the command chain, either within the host
country or in the U.S., for resolution.

E. Diversions of riel. In order to implement the AECA, Section 21(i), 10 U.S.C,,
Sections 133b and 975, and the SAC, Defense Subcommittee report, 99-176 of 6 November 1985,
the following policies govern the allocation of defense materiel between U.S. forces and
international security requirements in the event of competing demands:

1. Use of Normal Priorities Structure. To the maximum extent possible, initial

allocations of materiel shall be made within the normal priorities structure--UMMIPS. Both
offshore procurement (OSP) and SDAF assets should be considered as alternatives to diversion of
U.S. forces and/or FMS assets. See Chapter 9 (Section 902, paragraph 90210) and Chapter 14,
respectively.

2. Directed Diversions. Presidentially-directed, or SECDEF-initiated materiel
allocations shall be accorded sufficient priority through diversion of assets from other programs to
assure accomplishment of the directed allocation within the time period specified.
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3. Withdrawal from U.S, Forces. High priority FMS requirements may be met
by diverting from production for or withdrawing equipment from U. S. forces, providing the
operational readiness posture of these forces is not significantly lowered and payback can be
accomplished within a reasonable period of time. Such initial determination will be made by the
MILDEPs and DOD components. Any diversion or withdrawal which would impact U.S.
National Guard or Reserve forces must be coordinated with DSAA, which will in turn coordinate
the proposal with the OASD/RA, pursuant to DOD Directive 1225.6. If tanks are being
withdrawn, a determination will be included in the required Congressional notification that the
proposed sale will not increase the shortage of tanks in the U.S. National Guard or Reserve during
the current five-year defense plan. Should tanks need to be withdrawn from the U.S. National
Guard or Reserve, the Congress shall be advised of the plan to replace the specific tanks.

4. Diversion from FMS. Materiel being procured or stocked specifically for FMS
may be diverted to meet higher priority foreign requirements or urgent needs of U.S. Forces with
the prior concurrence of the Director, DSAA, who will, as appropriate, obtain policy guidance
within the Office of USDP.

S. Approval Channels. Requests or recommendations for diversions of FMS
equipment will be referred to the Director, DSAA. In those instances where agreement cannot be
reached with DSAA concerning the use of foreign program assets, or diversion of defense
materiel, the matter will be referred to the SECDEF for decision pursuant to the procedures
established by DEPSECDEF Memorandum, Subject: "Allocation of Defense Materiel and Services
Between U.S. and International Requirements,” which provides for:

a. ion from Under normal circumstances, the
MILDEPs will fill secunty a551stance materiel requuements from production on a first-in, first-out
basis, utilizing normal production lead times, unless the DOD can meet urgent requirements from
earlier production without an undesirable effect on the combat readiness of U.S. forces.

b. viation r ional S i nsiderations. There may occa-
sionally be instances when national security considerations and foreign policy objectives indicate a
requirement to deviate from this DOD policy by expediting delivery of equipment to a foreign
purchaser. If such situations arise, and the MILDEPs or the OSD staff become aware that such
expedited delivery or the performance of FMS services by DOD personnel would appear to have an
undesirable effect on the combat readiness of U.S. forces, the USDP will request the MILDEP
involved to provide its assessment of the situation to USDP and the Assistant Secretary of Defense
(Production and Logistics) (ASD(P&L)) for OSD staff review. The USDP will refer the
coordinated recommendation to the SECDEEF for review and decision. Because of the importance
of such decisions, it is essential that the Secretary of the MILDEP personally verify these
assessments and make the report to USDP and ASD(A&L) when such referral is required.

c. Report to Congress. The AECA, Section 21(i) requires a report by the
President to the Congress "with respect to any proposal to sell, under this section (sales from
stocks) or under the authority of Chapter 2B, AECA, any defense articles or defense services, if
such sale could have a significant adverse effect on the combat readiness of the Armed Forces of
the United States." There may, however, be instances where, in the view of the Secretary of the
MILDEDP, supply action would have an impact of sufficient importance to warrant Secretary of
Defense review, but would not constitute a significant adverse impact on the DOD requiring a
Presidential report to the Congress. Therefore, in each instance where the MILDEP Secretary
refers a potential impact case to the USDP and ASD(P&L), the referral will include an assessment.
as to whether:
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(1) Supply action would affect the operational readiness of the military ser-
vice, or have other important impacts which the Secretary considers warrant SECDEF review, but
which are not serious enough to constitute a significant adverse impact requiring either alteration or
termination of the supply action, or an overriding Presidential report to the Congress; or

(2) Supply action would constitute a significant adverse impact within the
meaning of the law, and if taken, would require such a report to the Congress. The term "sig-
nificant” is a subjective one, and this section does not attempt to define all circumstances in which
an impact might be "significant."

d. itional Information R As required, the SECDEF will make
the final determination as to whether the DOD wﬂl prov1de the equipment or services on an
expedited basis and whether the impact of doing so is significant within the meaning of the AEEA,
Section 21(i). In referring impact cases to the SECDEEF, the Secretary of the MILDEP should
therefore, in every instance, provide the information outlined in the AECA, Section 21(1)(1)(A)
through (D), i.e.:

‘ (1) The country or international organization to which the U.S. proposes to
make the sale; ‘

(2) The amount of the proposed sale;

(3) A description of the defense articles or services the U.S. proposes to sell;
and

‘ (4) A full description of the effect the proposed sale will have on combat
readiness of the Armed Forces of the United States.

(5) Inaccordance with The Senate Appropriations Committee (SAC), Defense
Subcommittee report, 99-176 of 6 November 1985; a determination as to whether the sale will
increase the shortage of tanks in the Army National Guard and Reserve in the current five-year
defense plan. If so, a plan to replace the specific tanks should be submitted.

e. hipments from Pr While the language of the AECA, Section
21(i) pertains only to shipments from DOD stocks and performance of services by DOD pcrsonnel
impacts can occur when the DOD diverts materiel to foreign recipients which is scheduled for
delivery from production. Therefore, the procedures and assessments outlined in paragraph E-3
above apply to both categories of transfer.

f. Presidential Report. In those cases where he takes action to advise the
President of the requirement for a report to the Congress, the Secretary of Defense will provide the
analysis relevant to the justification and certification called for in the AECA, Section 21(i)(1)(E), as
well as a determination of whether a shortage of tanks will occur in the National Guard and
Reserve with an attendant replacement plan (if the withdrawal is for tanks), as required by the
SAC, Subcommittee report 99-176 of 6 November 1985. This latter tank determination and
replacement plan must be included in the President's report to Congress. In this connection, a
"proposal to sell” within the meaning of Section 21(i) refers to a decision at an appropriate level of
the USG 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 an LOA, or the receipt
of a request for an LOA, or the making of a recommendation with respect thereto. No Presidential
report is therefore requlred if the ultimate decision is not to make the sale. The AECA, Section
21(i) is also interpreted as being applicable to a situation in which the significant adverse effect
becomes apparent only after a sales contract is concluded. However, no Presidential report is
required with respect to supply action under a sales contract where the supply action is altered in
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order to avoid a significant adverse effect on U.S. combat readiness which would otherwise occur.
The report required by 10 U.S.C., Section 118 is covered in Chapter 7, Section 703, of this
manual.

. Secondary Items. The above also applies to secondary items, including
spare and repair parts as well as major end-items. In those instances where the foreign government °
has made an investment in the U.S. inventory under a CLSSA for spare and repair parts support,
the security assistance requirements will be satisfied based upon priority on the same basis as U.S.
force requirements. The head of an ICP may approve the issue of stocks below the reorder point
to FMS customers when he determines that there will not be an unacceptable impact on U.S.
forces. The impact on secondary items must be considered whenever a total package of end items
and spare parts and support equipment is provided to a foreign country.

(1) When a foreign government does not have a CLSSA established, it is not
entitled to the same access to the U.S. logistics system as U.S. forces. Therefore, materiel may be
released to, but normally not below, the reorder point (or the MILDEP control point) to fill SA
requirements. At the discretion of ICPs, non-CLSSA requirements that have been placed on
backorder may be released when stock levels are above the reorder point, or when the normal
procurement lead time has expired. In the latter case involving the expiration of the procurement
lead time, stocks may be issued below the reorder point to, but not below, the safety level.

(2) On an exception basis, ICPs may issue stocks below the reorder point to
fill non-CLSSA requirements if release of the stocks will not adversely affect support to U.S.
forces. If it appears that support to U.S. forces may be adversely affected, ICPs will notify the
requesting MILDEPs in writing. The written notification will include pertinent information
regarding the stock status of the items involved.

(3) After elevating the issue to the headquarters level of the supporting
service, the requesting MILDEP may appeal an ICP's decision not to issue stocks below the
reorder point. The appeal shall be in writing to DSAA and shall include information regarding
stock status and a justification of why the materiel should be released below the reorder point to fill
non-CLSSA requirements in light of the possible impact on U.S. forces. DSAA will prepare a

written response in coordination with the Office of the Assistant Secretary of Defense (Production
and Logistics).

(4) Special attention shall be given to the priority designators applied to non-
CLSSA requisitions to ensure that they are appropriate to the urgency of need and to avoid the
appearance of abuse of the priority system.

(5) Itisintended that the practice of issuing stocks below the reorder point to -
non-CLSSA customers be the exception and not the rule. It is further intended that a careful
review be made of each such instance in order that U.S. forces' stocks are protected. However,
there are situations when numerous requisitions for a SA case must be processed expeditiously. If
the requesting military department and the affected ICPs agree that a blanket waiver would be the
best way to be responsive to the requirement, a written request may be made by the requesting
military department to DSAA for coordination with the Office of the ASD (P&L). The request
shall explain why the process described in the preceding paragraphs is inadequate for responding
to the case in question and for what time period the blanket waiver should be in effect.

F. Logistics Support.
1. Use of U.S, Mili Logisti stem. Implementation of accepted FMS

cases will be accomplished by the MILDEPS and DOD components as completely as possible
within the existing organizational and procedural structure of the U.S. military logistics system.
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Use of the DOD transportation system will be only for special cases, i.e., ammunition to the Port
of Exit or by special arrangement stated in the LOA.

2. Follow-On I ogistics Support. Normally, FMS of materiel is made only when
the DOD has made or has approved plans to assure logistic support for the expected service life of
the equipment. This includes follow-on spares support under established CLSSAs for equipment
sold through FMS which will be afforded the same priority as that provided equivalent U.S. forces
performing a comparable mission in the same geographical area. For other follow-on FMS spare
parts cases, the normal lead time from procurement will apply.

3. Repair and Replace Programs, The repair of foreign country-owned reparable
items normally requires that the foreign country return a reparable carcass under an FMS LOA
established for that purpose, and that the country wait the normal leadtime and pay the actual cost
of repair. Under DOD 7290.3-M, Section 70202, Paragraph D, pricing and billing of repair and
replace programs are authorized in conjunction with mature CLSSAs. For items covered by
CLSSAs, DOD components may establish repair and return programs which utilize repair and
replace procedures. Initial billing will be based on the estimated repair cost with adjustment to the
actual costs as soon as possible after repair.

G. 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 FMS will normally be new or unused, or as a result of
rehabilitation, possess original appearance insofar as possible, and, as a minimum, have
serviceability standards prescribed for issue to U.S. forces. If the customer country desires
exclusively new equipment, this requirement will be stated in the LOA. If the customer desires to
purchase "as is/where is,” this will also be stated in the LOA.

. mmunication ri M Programs. Discussions relating to
COMSEC will not be initiated with 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 approval, standard FMS procedures apply to the request for a sale of
COMSEC equipment. This includes channels for submission of requests, use of the LOA, finan-
cial requirements in DOD 7290.3-M, etc. Specifically, the DOD component processing the request
is also responsible for assuring that all NDP requirements are satisfied and that the program details
are staffed with appropriate security activities before a response is provided to the foreign
purchaser. Refer to NACSI 6001, Foreign Military Sales of Communications Security and
Services to Foreign Governments and International Organizations, and JCS Memo 131, Joint and
Combined Communications Security, dated 18 July 1983.

I. ransiation Servi

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

, 2. Informal Translations. In day-to-day operations, SAOs may provide, for

government-to-government purposes only, "informal translations” using the same practices and
procedures as the local U.S. diplomatic mission, provided the host country so requests, or the
chief of the U.S. SAO determines an informal translation of an English text is in the U.S. interest.
In each case, translators must clearly mark the translated document "Informal and unofficial
translatlon--Enghsh text governs.” SAOs should ensure that a forwarding letter accompanies each
contractual document (i.e., LOA) emphasizing that the English text is the officially binding
document.
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3. Other Requests. SAOs will not provide translation assistance to contractors or
others who are not a part of the U.S. or host country official family. In the event the SAO receives
a request from such sources, requestors should be advised to seek assistance from competent local
translators.

J. lysive Licensin rrangements. In cases where a request for P&R, P&A, or
an LOA is received from a foreign country or international organization and the request is known to
fall within the area of an exclusive commercial license arrangement for the item or service, the
following special procedures will apply:

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

2. 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 MOD or the Deputy MOD (or the
equivalent) to the Director, DSAA outlining the reasons for the desue to purchase by means of an
FMS transaction rather than from the foreign licensee.

3. Onreceipt 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 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.

4. Inthe 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, relevant unclassified and nonproprietary P&A data. DSAA will advise
the foreign firm of all renewals, modifications or extensions of such LOA prior to acceptance by
the purchasing country.

K. Third Partv Transfer Certification.

1. Department of State Authority. The Department of State, on behalf of the
President, must consent to the 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 the AECA, 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 Department of State will consent
to such transfers (see FAA, 505(a), AECA, Section 3(a)).

2. neressional Notification.

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

(2) Qther. 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.
b. Notification Timefram

(1) Transfer Other Than NAT AT mber ntri
Japan. Australia. and New Zealand. For such transfers the Department of State must

provide certification to the House and Senate at least 30 days before consenting to the transfer.

(2) Transfers to NATO. NATQ Member Countries. Japan.
Australia, and New Zealand. For such transfers the Department of State must provide certi-

fication to the House and Senate at least 15 days before consenting to the transfer.

"c. 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:

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

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

(3) The proposed recipient.
(4) The reasons for the proposed transfer.
(5) The date the proposed transfer will take place.

d. Emergency Situations. Approval of a transfer may be provided immed- ‘
iately w1thout the 30-day waiting period if the President states in the certification that an emergency -
exists.

e. Exceptions. This reporting requirement does not apply to the following
transfers:

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

(2) 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
maintained, repaired or overhauled;

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

: (4) Transfers pursuant to arrangements among NATO members or between
NATO and any of its member countries for lead-nation procurement (see paragraph (f) below).

f. 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 service to be transferred was originally 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
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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 of a third NATO party, information as to possible subsequent
transfers shall be provided to DSAA in accordance with the formats contained in Chapter 7,
Section 703.

L. Security Assistance Survev Teams.

1. Purpose. The term security assistance survey means any survey or study con-
ducted in a foreign country by USG personnel for the purpose of assessing the needs of that
country or international organization for security assistance, and includes defense requirement
surveys, site surveys, general surveys or studies, and engineering surveys. -

2. Financing. When the survey is determined to be dictated by USG interests rather
than those of the foreign country or international organization, it may be financed by the U.S. with
each agency represented on the team bearing a pro rata share of the survey costs rather than by the .
country through an FMS case. DSAA, on a case-by-case basis, will advise each DOD department
or agency on the method of funding, whether by FMS case or by the USG on a pro rata basis by
the agencies represented on the team.

3. Responsibilities. The appropriate regional office of the Assistant Secretary of
Defense for International Security Affairs or International Security Policy is responsible for
coordinating DOD activities and actions relating to security assistance surveys which are intended
to assess country or international organization capabilities and to identify future needs, e.g.,
defense requirement surveys. This includes the required interface and coordination with the
Department of State, Arms Control Disarmament Agency and other appropriate agencies of the
USG. The DSAA and the OJCS shall be kept informed of all personnel details of survey teams.
For survey teams intended to meet a specific requirement rather than overall country international
organizations capabilities; e.g., site surveys, a decision relative to the lead agency will be identified
during initial staffing of the requirement. All actions shall be coordinated with the OJCS and
DSAA. The appropriate regional office or lead agency, as applicable, will draft Terms of
Reference for SA teams. General Terms of Reference for SA survey teams are set forth at Table
600-3 as a sample. A Security Assistance Survey Team Checklist outlining the process of
reviewing requests for survey teams through the preparation of the Report is at Table 600-4 as a
sample. These Tables may be adapted to other types of survey team requirements. Terms of
Reference are required for all security assistance survey teams. :

4. Purpose. The U.S. will use SA surveys on a selected basis to further the security
interests of the U.S. and to enhance the security of friends and allies. Since SA surveys are often
interpreted by the receiving government as an implied U.S. commitment to approve arms transfers
and/or assist in their financing, such surveys should be initiated only after careful consideration of
possible consequences. Except as may be specifically directed, the following guidelines will
apply: ‘

a. A U.S. commitment to conduct a security assistance survey will be made only
after the ramifications of undertaking such a survey have been assessed in a thorough and
coordinated manner by all concerned USG agencies.

b. The process of reaching a decision to dispatch or not to dispatch a survey team
will include an assessment of the economic impact, including funding limits of potential arms
transfers, and other data beyond strictly military considerations but pertinent to the survey at hand
(e.g., human rights factors). In the event of a decision to dispatch a survey team, this information
will be reflected in the terms of reference provided the team.
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c. Current arms sales restraint policies, including regional arms control implica-
tions, will be considered during the process of determining whether or not to dispatch a survey
team.

d. SA survey teams will normally be led by the DOD, with the Department of
State invited to provide a deputy team chief of roughly comparable rank. MILDEP affiliation of the °
team shall be determined by the purpose of the survey. In the event a joint team is required, the
team chief will be determined on the basis of the MILDEP having predominant interest. DOD
participation shall be limited to the minimum number required to gather effectively the technical
information necessary to prepare the survey report. Teams will contain representatives from other
agencies as necessary to ensure the success of the in-country information-gathering effort. The
Secretary of State will have final authority to rule on the participation on the survey team by
agencies other than the DOD; though it is expected that such decisions will normally be reacheq by
consensus between State and Defense. To the maximum extent possible, the concerns of the other
involved agencies will be considered in resolving team composition.

5. Reporting Requirements. As required by section 26(b) of the AECA, DSAA
will, as a part of the quarterly report required by section 36(a), AECA include a list of all security

assistance surveys authorized during the preceding calendar quarter. The report will specify the
country, the purpose of the survey, and the number of USG personnel who participated in the
survey.

a. DOD Component Responsibility. The DOD component with predom-
inant interest in the survey team is responsible for submitting a report to DSA A Operations (ATTN:
Management Division) on a quarterly basis in the format of Table 600-1 not later than 30 days after
the end of each quarter. The report will identify all security assistance surveys conducted during
the preceding quarter. Negative replies are required.

b. DSAA Responsibility. The Management Division of the DSAA Operations
Directorate will review each submission and, after any required staffing, provide a consolidated
report of all security assistance survey teams to the DSAA Comptroller, Data Management
Division, for transmission to the Congress with the section 36(a) quarterly report to the Congress.

6. Submission of Survey Reports to Congress. Individual security assistance

survey reports need not be provided to the Congress unless a specific request is received.
Consistent with Section 26(c), AECA upon a request of the chairman of the Committee on Foreign
Affairs of the House of Representatives or the Chairman of the Committee on Foreign Relations of
the Senate, copies of security assistance surveys will be provided. All such submissions will be
forwarded to the Director, DSAA, for submission to the Congress. DOD components will not
submit survey reports directly to the Congress. DOD reports should consider the possibility of
further dissemination of the report during the preparation of the report. Accordingly, necessary
staffing should be accomplished before finalization of the survey report to assure that the report
reflects a staffed USG position. Coordination with the DSAA Operations Directorate is required
for each draft survey report within 30 days of its preparation.

. S. _Administrative ¢ r sts. The USG does not serve as the
disbursing agent for funds received under FMS cases unless those funds are required for materiel
or services provided by DOD, other Federal agency, or through a DOD procurement contract.
Therefore, FMS cases will not include transportation, lodging, per diem, or other administrative
expenses of foreign government representatives, even though such expense may be relatable to the
materiel or service being provided under FMS cases. In exceptional situations, DSAA may
specifically authorize an FMS case to include the payment of travel and living allowances for
International Military Students.
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TABLE .600-1
SECURITY ASSISTANCE SURVEYS AUTHORIZED
. [Sample Format]
(date/quarter)
RCS: DSAA(Q) 1137
Inclusive No. of USG
Dates of Purpose Persgnnel

TABLE 600-1. Security Assistance Surveys Authorized.
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FOREIGN COUNTRIES AND -INTERNATIONAL ORGANIZATIONS ELIGIBLE TO
PURCHASE DEFENSE ARTICLES AND DEFENSE SERVICES
UNDER THE AUTHORITY OF THE AECA

TABLE 600- 2

NEAR EAST &
SOUTH ASIA
Algeria

Bahrain

Bangladesh

Egypt

India

Israel

Jordan

Kuwait .

Lebanon

Morocco

Nepal

Oman

Pakistan

Qatar

Saudi Arabia

Sri Lanka

Tunisia

United Arab Emirates
Yemen Arab Republic

DOD 5105.38-M
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WESTERN
HEMISPHERE
Antigua & Barbuda
Argentina

Bahamas

Barbados

Belize

Bolivia

Brazil

Canada

Chile

Colombia

Costa Rica
Dominica
Dominican Republic

- Ecuador

El Salvador
Grenada
Guatemala

" Haiti

Honduras
Jamaica
Mexico
Panama

Paraguay . .
Peru {‘ _
St. Christopher/Nevis E.

St. Lucia .
St. Vincent & the Grenadines

Suriname

Trinidad & Tobago

Uruguay

Venezuela

INTERNATIONAL TREATY ORGANIZATIONS
North Atlantic Treaty Organization (NATO) and its agencies

Organization of American States (OAS)
International Commission of Control and Supervision in Vietnam

International Commission of Control and Supervision in Laos
United Nations (UN) and its agencies, including the International

AFRICA EUROPE
Benin Austria
Botswana Belgium
Burkina Faso Denmark
Cameroon Finland
‘Cape Verde France
Central African Rep.  Germany (Fed. Rep.)
Chad : Greece
Djibouti Iceland
Equatorial Guinea Ireland
Gabon Italy
Gambia Luxembourg
Ghana Malta
Guinea Netherlands
Guinea-Bissau Norway
Ivory Coast Portugal
Kenya Spain
Liberia - Sweden
Madagascar Switzerland
Malawi Turkey
Mali United Kingdom
Mauritania (incl Crown Agents)
Mauritius Yugoslavia
Mozambique
Niger
Nigeria
Rwanda
Sao Tome and Principe
Senegal
Siemra Leone
Somalia
Sudan
Togo
Zaire
Zimbabwe
EAST ASIA

AND PACIFIC

Australia Malaysia

Brunei New Zealand

Burma Papau-New Guniea

China Philippines

Fiji Singapore

Indonesia Taiwan

Japan Thailand

Korea :

Civil Aviation Organization

[NOTE: Sales to certain countries may have been suspended for legal or policy reasons. Any questions relative to the eligibility

of a foreign country for FMS, FMSC, or leases should be referred to DSAA Operations.]

TABLE 600-2. Foreign Countries and International Organizations Eligible to

Purchase Defense Articles and Defense Services ‘
under the Authority of the AECA. &_\
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TABLE 600-3
GENERAL TERMS OF REFERENCE
(FOR SECURITY ASSISTANCE SURVEY TEAMS)

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

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

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

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

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

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

G. The team will not provide any kind of independent assessment or confirmation of the external
threat as perceived by the host country. Release of classified information will be in accordance
with NDP-1.

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

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

J. + The team will make no commitment to follow-on technical discussions or further surveys.
K. The team will not undertake to provide the host country with an interim report.

L. The team will debrief the appropriate Unified Commander on its preliminary findings prior to
its return to Washington.

TABLE 600-3. General Terms of 'IBeference for Security Assistance Survey
eams.
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TABLE 600-4
SECURITY ASSISTANCE SURVEY TEAM CHECKLIST

A. Consideration of providing a security assistance survey is a result of a foreign government
presenting the USG with a significant arms sale request, or requesting the USG to survey host
country defensive capabilities and requirements. Also, the USG may, at its own initiative, propose
a survey team.

B. The normal response to the initial request for a survey shall be that the scope of the request
requires review before a decision on the survey can be given. A comprehensive review is then
initiated of current arms sales restraint policies, or regional arms control considerations, of the
economic impact and the human rights implications of arms sales to the host country.

C. State Department, DOD, and ACDA shall review the arms request list within the context of the
President's policy on conventional arms transfers and other policy guidance, highlighting areas
requiring policy decisions. The DOD will prepare a preliminary assessment of the availability of
the requested equipment or services, as well as the requesting nation's requirement for and
technical ability to absorb the items in question. State Department will review the FMS financing
situation for the host country. Any statement regarding FMS financing beyond the current fiscal
year's approved budget must receive Executive Office clearance by NSC and OMB. Future
financing commitments can only be made in accordance with prevailing procedures.

D. State Department and AID will estimate the extent of the ability of the host country to devote
its economic resources to defense purchases without an unduly deleterious effect on the host
country economy. Needs for additional information will be identified during this review.

E. Simultaneously with the above review, the U.S. Embassy will be instructed by the Depart-
ment of State to contact appropriate host country ministries to ascertain the extent to which the host
country is willing to commit its own resources to military purposes over the next three-five years,
noting that financial parameters are essential ingredients in a realistic survey effort.

F. The Director of Central Intelligence will be requested to produce inter-agency threat assess-
ment.

G. Information gathered above is incorporated by the Department of State (PM) into an Action
Memorandum to the Secretary of State, coordinated with ACDA, DOD, OMB, and NSC, to deter-
mine: (1) whether to send a survey team; and (2) the mission of the team. In the event a decision
is made to send the team prior to completion of the information gathering process outlined above,
as many of the above steps as are possible will nevertheless be completed prior to departure of the
team . Affirmative decisions will be reported to the Congress by DOD/DSAA as required by the
AECA, Section 26(b).

H. If the decision is made to dispatch a survey team, Terms of Reference and team composition
will be developed by DOD in coordination with State Department, ACDA, and AID, if appropriate.
NSC and OMB must clear terms of reference and team composition. The U.S. Embassy will
ensure that the host government understands and accepts the projected scope of the survey effort
and ground rules. If a decision is made not to dispatch the survey team, the U.S. Embassy by
direction of the Department of State will convey this decision to the host government, with
explanatory rationale.

"TABLE 600-4. Security Assistance Survey Team Checklist.
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1. Pre-departure briefings for survey team will take place in Washington, to include:
1. Scope and mission of survey. (DOD/State)
Political situation in host country. (State)

State of host country economy. (State/AID)

Congressional or legal considerations. (State/DOD)

2
3
4. Threat assessment, and armed forces of host country. (CIA/DIA)
5
6. Arms control considerations. (State/DOD)

7

Conduct in-country. (State)

J.  In-country gathering of information. Conduct of the survey will be in accordance with the
approved Terms of Reference.

K. Within ten duty days after return to Washington, a preliminary briefing by the team chief will
be given for relevant State Department, DOD, ACDA, AID, NSC, OMB, and CIA/DIA personnel,
with particular attention to highlighting issues requiring high level policy review.

L. Within 30 days of the return of the team to CONUS, the team will draft the report and make
the draft available for review.

M. All appropriate agencies will simultaneously review the draft report. The Arms Transfer
Management Group (ATMG) will serve as the interagency forum for the coordination of the report
and the formulation of policy issues. The NSC staff, as necessary, will review the survey findings
and make recommendations to the President.

N. Approved report will be presented to the host country and to the Congress, if requested,
pursuant to the AECA, Section 26(c).

TABLE 600-4. (Continued)
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Section 601 - Contractor Preference for Direct Commercial Sales

. This section identifies for DOD Components, U.S. industry, and foreign
countries the DOD policies and procedures which are applied for consideration of contractor
requests to sell defense articles through direct sales rather than on a government-to-government
basis through FMS. The provisions included herein: define direct sales preference; provide
procedures and applicable factors for designation of defense articles for direct sales preference; and
summarize actions required by DOD components when an FMS request is received for an article
previously designated for direct sales preference.

. Nothing in this section prohibits or restrains U.S. contractors
from undertaking marketing efforts, entering into negotiations, or signing direct sales contracts
with foreign purchasers. Such activities are controlled by munitions licensing procedures under
the cognizance of the Department of State. The policy and procedures in this section are to be
applied only to those instances when the DOD actually receives a request from a foreign country to
purchase a specific article via FMS.

60103 _POLICY. The policy considerations which are the basis for the procedural guidance in
the remainder of this section are; ,

A. Legislation. Under the AECA, U.S. national sccunty objectives are the primary
reason for FMS. Thus any defense article or defense service can be considered for sale under
FMS to eligible foreign countries and international organizations. The procedure for considering
and recognizing contractor preference for direct sales is not required by legislation, but is a process
by which DOD attempts to accommodate U.S. industry preferences.

B. U.S. Government Approval of Direct Sales. An agreement by the DOD to
notify a country of direct sales preference, under the provisions of this chapter, for a specific item
of defense equipment does not constitute a commitment by the USG that a munitions license will
be issued for a specific sale or that the use of USG owned plant and production equipment will be
authorized. Likewise, disapproval of a contractor request for direct sales preference does not
prevent the request and ultimate approval of a munitions license for a specific sale or approval of a
contractor request to use USG owned plant and production equipment.

C. DOD Preference. DOD generally has no preference as to whether a foreign country
satisfies its requirements for U.S. origin defense articles through FMS or on a direct commercial
basis. The prohibition of direct commercial sale of specific items normally will be conveyed via
DOD comments on contractor requests for advisory opinions or munitions licenses. DOD inability
or unwillingness to designate an item for direct sales preference should not be construed to reflect
DOD, preference for sale of an item via FMS.

D. an_gum_LEM_S_an_d_DmLN_gggﬂangnﬁ DOD components should not, except
under unusual circumstances where such action is specifically approved by DSAA, engage in
comparison studies requested by a foreign government of an FMS offer versus a direct commercial
sale.

E. Initiation of Direct Sales Preference Considerations. To be eligible for these
procedures, the U.S. manufacturer must notify DSAA of its preference to sell a defense article on a
direct commercial basis rather than via FMS. The procedures outlined herein apply only when
such notification is received by DSAA and a foreign country subsequently submits a request for an
FMS offer for an approved direct sales preference item.
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F. Extent of DOD Commitment. The process outlined in this section is a best efforts
commitment by the DOD to comply with U.S. industry preferences. Failure on the part of a DOD

component to comply with these procedures will not be construed as invalidating any resultant
FMS transaction.

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

60104 RESPONSIBILITIES.

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

B. DOD Component Recommendation. The DOD component processing the foreign
country or international organization request is responsible for providing a recommendation to the
DSAA based upon the factors and criteria in paragraphs 60105 and 60106 below.

. In determining whether the DOD will grant preference to direct
commercial sales of specific defense articles and services, the following guidelines will be used:

A. ms Normall xcl from Dir le Prefer . In the absence of
special circumstances, the following will be sold through FMS procedures if requested by the
foreign purchaser and will not be considered for direct sale preference designation:

1. Classified articles.

2. Items provided under CLSSA and similar non-CLSSA follow-on support sales
arrangements.

3.  Surplus personal property, including MAP disposable property.

4. DOD long supply stocks, when, in the judgment of the DOD component concerned,
reduction of such stocks is desirable.

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

6. All ammunition rounds above 40mm in caliber.

7. Al aircraft flares which are not procured in complete form from commercial

~ sources.

8. All defense articles which contain as components GFE which were manufactured in
a Government-Owned, Government-Operated (GOGO) facility (except as may be authorized for
sale to U.S. firms under the provisions of DODD 4175.1).
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9. Any defense article normally procured by the DOD component which the U.S. pro-
ducer requests be sold through FMS channels, in the absence of a known exclusive commercial
licensing arrangement covering the territory in which the purchasing government is located.

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

11. Those defense articles which could, if provided through commercial channels,
adversely affect deliveries to a DOD component or FMS customers under existing contracts.

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

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

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

15. Programs financed with MAP funds.
16. Items for which there are unallocated SDAF assets.

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

C. Other Considerati ons. Prior to notification to the foreign purchaser of the direct sale
preference for the article or service, the following must be considered:

1. Whether the purchasing country has the necessary technical and administrative
capability to make a prudent purchase of the article directly from the U.S. commercial source. A
known previous commercial procurement of 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.

2. 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.

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

60106 PROCEDURES FOR PROCESSING INDUSTRY REQUESTS FOR
DIRECT SALE PREFERENCE DESIGNATION.

A. Commercial Source Responsibility. It is the respon51b111ty of the U.S. manu-
facturer to inform the DSAA Operations Directorate, that it prefers to sell 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

601-3




DOD 5105.38-M
60106.B.

designation/nomenclature, military model number and NSN (if applicable), most recent contract
with DOD (including date and number), and the cognizant MILDEP/DOD component for that
contract.

B. 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 commercial source notification. Such factors could include:

1. Previous contract history with that firm;

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

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

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

5. Confirmation that the item in question is in fact considered to be SME on the U.S.
Munitions List; and

6. - Confirmation that the item in question is in fact manufactured without GFE (and if
applicable the firms qualifications to purchase GFE under the provisions of DODD 4175.1).

C. AA_ Determinations. 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
whether or not the article or service is to be designated for direct sale preference. The DOD
component will be provided an information copy of the response to the U.S. manufacturer and
appropriate instructions regarding processing of requests for articles or services which have been
approved for direct sale preference.

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

60107 PROCEDURES FOR PROCESSING REQUESTS FOR DIRECT SALE
PREFERENCES.

A. DOD Component Responsibility. The DOD component concerned, upon receipt
of a request for FMS P&R, P&A, or an LOA, will screen the request against the summary listing
of articles or services eligible for direct sales prefcrence and the criteria in paragraph 60105 above
to determine if the article or service requested is considered for direct sale preference. If it is so
determined, the DOD component will promptly inform the foreign purchaser of such direct sale
preference and of DOD policy regarding the sale by DOD of such article or service. Such
notification will normally be provided to the foreign purchaser within three weeks of receipt of the

601-4



60107.B. DOD 5105.38-M

request to preclude any inference that the USG is prepared to sell the articles or services via FMS.
(Text of letter or message to purchaser is at paragraph 60107.B.1. 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 exception to policy in a specific case, the matter shall be referred to
the DSAA-OPS for decision, together with the component's recommendation and reasons therefor.
Referral to DSAA of matters requiring a decision will normally be made within three weeks of
receipt of the request from the foreign purchaser.

B. Response to Requests.

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

FORMAT 1 - Letter for current DOD producer

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

FORMAT 2 - Letter for current pr her than for DOD

[COMPANY] has advised the DOD that it has the capability of providing the [ARTICLE
OR SERVICE] which you have requested to purchase via FMS and and prefers to
market it on a direct commercial basis. The DOD has no preference as to whether
this items is procured through FMS or on a direct commercial basis. We are not
aware of any current contract for this item between the U.S. DOD and this company,
although we are aware of previous direct commercial sale for this item between other
countries and this company. If a commercial transaction is undertaken, the U.S.
“Government will not be a party to the contract; therefore, all aspects of contract
performance must be between your Government and the company. Should you not
desire to pursue a direct commercial purchase, please advise us of your rationale.

FORMAT 3 - Letter for prior producer for DOD

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

FORMAT 4 - Letter for producer not known by DOD

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

2. Previous Commercial History. The DOD component concerned may be

aware of a previous commercial purchase or of a request by the foreign country or international
organization for price and availability data from a U.S. commercial source. If so, appropriate
reference to the prior purchase or current commercial negotiation should be inserted in the format
set out in paragraph 60107.B.1., above.

3. Coordination. All transactions or correspondence between the DOD component
and foreign countries or international organizations or commercial contractors relating to direct sale
preference must be coordinated with DSAA-OPS.

1 .
In implementing these procedures each DOD component involved in processing purchase requests
will, to the extent such activities are known, keep DSAA-OPS, the DOD component, and the SAOs

or other appropriate in-country DOD representatives informed of significant commercial sales
activities.

60109 DOD P&A VERSUS A COMMERCIAL PROPOSAL.

A. General. Foreign governments may request LOAs after having solicited bids from
U.S. contractors. LOAs should not be offered to a foreign government until:

1. The foreign government confirms that commercial negotiations have stopped and
the country provides rationale for continuing with FMS.
2. DSAA and/or DOD components have established the U.S. contractor preferences
regarding issuance of an LOA.

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

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

C. Direct Sale Preference for Individual Commercial Proposals. In the event
that a request for direct sale preference designation is received by the DSAA which does not qualify
for inclusion in the listing of items eligible for direct sale preference consideration, but does
identify negotiations with one or more foreign countries, consideration will be given to direct sale
preference for the individual transaction in question. The U.S. commercial source must include
sufficient supporting information to show that a specific request for a price quotation was received
in writing from a foreign country. Such informal notifications will be listed as an appendix to the
listing of direct sale preference items, but will not be considered as designating items eligible for
direct sale preference consideration. These items will remain in the appendix for a period of one
year. (See paragraph 60106.D., above.)

601-7
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Section 602 - SAO - Industry SA Relations

60201 PURPOQSE. This section contains policy and guidelines for SAO assistance to
industry representatives marketing U.S.-produced defense articles or services in the host country.
It also summarizes actions which the commercial marketer can take to help assure success of these
efforts.

60202 SAO GUIDELINES,

A. Individuals marketing U.S. defense products should receive the same courtesies and
support offered to persons marketing any other U.S. product. The principal point of contact for
most U.S. defense industry representatives marketing defense equipment in U.S. missions is
normally the SAO, rather than the commercial attache.

B. If acountry intends to purchase a defense article it is in both the U.S. national security
and economic interests that the purchase be a U.S. product. Consequently, SAOs should support
the marketing efforts of U.S. companies while maintaining strict neutrality between U.S.
competitors. In general and subject to releasability considerations, including export licensing, the
SAO should facilitate the flow of information regarding U.S. systems to allow countries to make
acquisition decisions, commercially or through FMS, while avoiding advocacy of a program with a
specific U.S. producer (Also see Paragraph 7.)

C. DSAA is working closely with industry representatives to develop a mutually
supportive relationship. The following guidance for SAO:s is designed to supplement that provided
from the State Department and to define the appropriate relationship that the SAOs should have
with representatives of U.S. industry.

1. Providing Country Information. An important function of the SAQ is to be
well informed about, and properly responsive to, U.S. defense industry interests in the host
country. Upon request, and subject to such factors as availability of resources and country
sensitivity to release of specific data, the SAO should be prepared to provide industry
representatives with the following kinds of unclassified information:

a. Data on the defense budget cycle in the host country including the share of
that budget devoted to procurement. Industry representatives may also be made aware of the
country's current FMS and MAP budgets.

b. Information on the national decision making process, both formal and
informal, and on decision makers in the MOD and military services.

c. Information on the national procurement process, to include bidding
proctdures, legal or policy impediments to procurement from U.S. sources, and other information
needed for the American commercial competitor to deal effectively with the country.

d. Estimates as to the kind of equipment the country currently needs to fill
defense requirements and that it is likely to need in the future, as well as procurement plans for this
equipment as known and appropriate to reveal.

e. Information as to the marketing efforts of foreign competitors.
f.  Information on the major in-country defense firms and their products. This

can assist U.S. firms when trying to identify possible subcontract support services needed or for
exploring teaming, licensing, or other cooperative arrangements.
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In providing this information the SAO should attempt to draw on any expertise resident in the
Embassy. As an example, it might be useful for industry representatives to be aware of the overall
financial position of the country, any International Monetary Fund (IMF) controls/restrictions on
credit, and the relationship between the MOD and other branches of the government. This might
mean drawing on the expertise of the Commercial, Economic, or Political Officers in the Embassy.

2. Reciprocal Procurement Agreements. The countries that have entered into
reciprocal procurement agreements with the DOD (covering mutual cooperation in R&D,
production, procurement, and logistics) have agreed to provide equal access by each party to the
defense market of the other. Based on these agreements, SAOs should have a working knowledge
of the host country's acquisition system and, in conjunction with the Embassy Commercial
Attache, have a process for obtaining advance procurement information on bid solicitations which
is simultaneous with the bid solicitations provided to in-country suppliers. The information on the
reciprocal agreement and on the host country's defense solicitations should be provided to
appropriate U.S. industry representatives. The exchange of information between the SAO and the
industry representative can be used to monitor host country compliance with the reciprocal
agreement. If it is suspected that U.S. companies are not being provided equal access to the
defense market of the host country or if U.S. industry representatives can provide information
which indicates that the agreement is not being honored, the SAO should work with the Embassy
Commercial Attache to resolve the issue as well as advise the host country procurement officials
and appropriate OSD activities.

3.  Appointments. The SAO should assist industry representatives with visit
appointments elsewhere in the Embassy and, as time and circumstances permit, facilitate
appointments in the host country MOD and services. This will normally be accomplished by
advising industry representatives of the proper country individuals/offices to contact. In order to
avoid the impression of SAO endorsement of a given item or service, making calls for
“appointments with country officials will normally be done by the industry representatives involved
in a marketing effort, unless the host country prefers to deal with SAOs for appointments and the
SAO concurs with the approach. If requested by the industry representatives and the host
government, the SAO may sit in on key meetings to help assess defense requirements and the
extent of U.S. industries' ability to meet those requirements.

4. U.S, Competitors. Unlike most other countries that sell defense equipment,
the U.S. is likely to have more than one producer of any glven weapons system. An SAO
obviously should maintain neutrality between such competitors. When more than one U.S.
competitor is involvéd, the SAO should still be able to explain to host country personnel why the
purchase of a U.S. system would be to the country's advantage. If asked by a representative of
one U.S. company, the SAO can acknowledge whether and when other U.S. vendors have come
through the country, but he should not divulge any marketing strategy or other proprietary
information of any U.S. competitor. In cases where is it clear that there is only one U.S. source or
prodircer marketing a system, the SAO may endorse a specific American product to the host
government. If it has not already been communicated to the SAO that a specific product or
capability is to be supported, the SAO may inquire from DSAA whether DOD can actively
participate in supporting a specific sale.

5.  Commercial Versus FMS Sales.

a. DOD policy is that it generally has no preference as to whether a foreign
country fills its valid defense needs through FMS or commercial channels. Moreover, DOD policy
provides that DOD should try to accommodate a U.S. contractor preference for direct sales if such
a preference is indicated by the contractor, unless the host country requests to make the purchase
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through FMS. DOD policy also provides that price quotes will not normally be provided for
comparison of FMS with direct sales.

b. A particular concern of industry is that SAOs may be requested to provide
pricing data on an informal basis, and that the planning data provided may be unfavorable to a
commercial sale because the data does not reflect a considered response prepared by a MILDEP -
procurement activity. All inquiries on pricing should be referred back to the appropriate MILDEP
and/or DSAA in accordance with the procedures elsewhere in this manual. This is the only way to
assure that an SAO response will provide the most accurate P&A data possible. Even then it will
be noted that a particular sale, either FMS or commercial, may include marked differences in
delivery schedules, equipment modifications, spare parts, and training packages, and the recipient
should exercise considerable caution in comparing FMS and commercial data.

c. The SAO should endeavor to be of assistance to a broad spectrum of U.S.
defense industry marketing efforts. The SAO should endeavor to see that defense industry
representatives marketing less complex, less expensive equipment receive attention just as do
representatives marketing more sophisticated equipment. It is not uncommon for various levels of
any Embassy to be involved in promoting particularly large sales of American equipment. While
smaller vendors cannot expect this level of support, they should receive as much attention from the
SAOQ and the mission staff as time and the specific case permits.

6. FIollow-Up. The SAO should encourage visiting U.S. contractors to debrief
him and other relevant members of the mission staff on their experiences in country. The SAO
should also be prepared to respond to possible follow-up inquiries from industry representatives
with respect to any reactions from host country officials or subsequent marketing efforts by foreign
competitors. Embassy staff may also be alerted by the SAO about obtaining reactions from the
host country officials and passing these on to industry representatives.

7. Exceptional Circumstances. It is reaffirmed that, in general, industry
representatives are to receive assistance for defense materiel or service marketing efforts when
requested. In the unusual event that assistance is requested but, in the judgement of the SAQ,
marketing efforts do not coincide with overall U.S. defense interests (e.g., the product is wrong
for the country), or have potential for damaging U.S. credibility and relations with the country,
SAO concerns should be relayed to the appropriate MILDEP and/or DSAA along with a request for
instructions on how to proceed.

2 R
This subsection is directed toward representatives of U.S. industry. It is included as information
in recognition of overlapping DOD and commercial interests in the area of defense sales and as a
courtesy to the commercial organizations which purchase and use this manual as a reference
document in their marketing efforts. It shows actions which U.S. commercial marketers may take
which, when working with SAOs, will support U.S. interests while improving the opportunities
for marketing success.

A. Background.

1. It is the mutual responsibility of the USG and U.S. industry to understand the
merits of transferring U.S. military items and services in furtherance of U.S. objectives, including
enhancement of U.S. defenses through support to friendly countries. It is to the advantage of both
parties to build these defenses through both FMS and commercial channels and, in the process, to
support U.S. policy and foster U.S. trade.
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2. Inorder to carry defense marketing efforts out effectively, a working knowledge
of the major differences between FMS and direct commercial sales should be helpful. A DOD
booklet, A Comparison of Direct Commercial Sales and Foreign Military Sales for the Acquisition

.of U.S. Defense Articles and Services, as well as other DOD publications pertaining to security
assistance, are available from the Defense Institute of Security Assistance Management
(DISAM/DIR), Building 125, Area B, Wright-Patterson Air Force Base, OH 45433-5000;
telephone (513) 255-2994/3669.

B. SAQ-Ho: ntry-Industry Interface. Representatives of U.S. industry
should take into consideration that SAOs are responsible for long-term mutually beneficial
relationships between the U.S. and host countries, This "honest broker" role has, as one
important aspect, the need to stress maximum defensive capability within available resources. This
and other factors are weighed by SAOs, who give their overall mission precedence over the
benefits of a specific prospective sale.

C. ntacts with ntry Representatives. When dealing with international
customers for the first time, it will be found that ethics, customs, policies, and laws sometimes
vary from those which are accepted or in force in the United States. It is important to become
aware of these distinctions before consequential problems develop; therefore, industry
representatives should familiarize themselves with U.S. laws which have a bearing on the conduct
of international business.

D. OQuality of Products and Support.

1. Industry representatives should be knowledgeable and forthright concerning
follow-on support arrangements and should assist customer countries in using the available
logistics infrastructure to operate and maintain marketed equipment. This is especially important in
less developed countries.

2. Inany direct sale, but particularly those for items which are not in the DOD
inventory, industry should make every effort to provide a total package, including concurrent and
follow-on spare parts, special tools, publications, training, and a repair and return program.

3. Quality control and customer service should be carried to delivery and acceptance
since small nations often have great difficulty in correcting even minor problems.

E. ministration Actions. Thirty days in advance of initial visits, defense industry
representatives should provide SAOs:

1. A synopsis of equipment and services proposed for sale.
2. Current export license information, including restrictions and provisos.
3. Dates of planned in-country travel.

4.  Non-proprietary information already provided to the host country, or other
contacts concemmg this equipment or service.

5.  Specific support (briefings, appointments) requested.

In order to help insure program continuity, industry representatives should also backbrief SAOs
before departure.
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CHAPTER SEVEN
PREPARATION AND PROCESSING OF FMS CASES

- A A ’

70001 PURPOSE. The purpose of this section is to provide background, definitions and
policy which apply to FMS Agreements.

70002 BACKGROUND/DEFINITIONS.

A. Types of Requests. Depending upon the nature of the requirement, foreign countries
or international organizations may request preliminary data (generally P&R) or an FMS agreement
LOA for the purchase of defense articles or services. In exceptional circumstances, as described
below, the provision of P& A data may be considered. However, unless a unique situation exists
P&R data will be provided when the purchaser's requirement is for only preliminary data. All
country requests, no matter how informal, must be processed consistent with the provisions for
processing P&R, P&A, or LOA requests. This includes requests received in program management
reviews, or other meetings or discussions with foreign country representatives. See paragraph
70003.A.2. below for channels of submission and release approval channels.

1. P&R Data. Planning and Review (P&R) data is rough order of magnitude price
and availability data to be used by a foreign country or international organization solely for
preliminary review and planning purposes for evaluation of the possible purchase of a defense
article or service. P&R data is not valid for use in preparation of an LOA - DD Form 1513 and will
not be provided on a DD Form 1513. DOD components should ensure that the P&R information
provided is sufficiently accurate to serve the planning purposes (although not necessarily the
budgetary purposes) of the foreign country or international organization, and will include
applicable integrated logistics support (ILS) element data whenever possible. DOD components
will provide P&R data to the requesting foreign country or international organization normally
within 45 days after receipt of the request. Note that for MDE items the cognizant DOD component
must assure that approval from DSAA has been received for preparation and release of the P&R
data before providing any data to the requesting country or international organization. When
DSAA approval is provided within five working days of receipt of the request, unless otherwise
advised, no further staffing with DSAA is required.

2. P&A _Data. P&A is data which should be detailed to the degree that the
information could be transferred without further modification to an LOA. In general, P&R data
will be used in lieu of P&A data when the purchaser requirement is for preliminary data rather than
for-an LOA. DOD components will prepare P&A only in exceptional circumstances when
acceptable overriding rationale is provided by the purchaser. For P&A data for MDE items the
cognizant DOD component must assure that approval has been received from DSAA for
preparation and release of the P&A data before providing any data to the requesting country or
international organization. When DSAA approval is provided within five working days of receipt
of the request, unless otherwise advised, no further staffing with DSAA is required. An
information copy of the P&A data which is provided to foreign countries and international
organizations will be furnished DSAA, Operations Directorate. The DOD components will provide

" P&A data to the requesting foreign country or international organization within 60 days after
receipt of properly justified requests. Any country request for P&A preparation on a DD Form
1513 will be considered as a request for an LOA.
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3. LOA. The DD Form 1513 LOA is the document authorized to be used by the U.S.
Government to offer to sell defense articles and defense services to a foreign country or
international organization. The LOA lists the items and/or services, estimated costs, provides the
terms and conditions of the sale, and requires the signature of the representative of the foreign
country or international organization to indicate acceptance. The DOD component will forward
LOAs for DSAA countersignature no later than 60 days after receipt of properly justified requests.

4. LOI. There are two types of LOIs. The DD Form 2012 is used to finance
procurement of long lead items prior to issuance of an LOA. The DD Form 2012-1 is used to
finance procurement of long lead time items during the period between the issuance of an LOA and
signed acceptance of the LOA by the purchasing country.

B. Categories of Items and Services.

1. Dgfgnumng_m&nmlgﬁ Categories of defense articles and
services are identified in the International Traffic in Arms Regulations (ITAR), Part 121, "Arms,
Ammunition and Implements of War." Items thus identified constitute the United States Munitions
List (Reference Chapter 2, Table 202-1, this manual). The import and export of such items is
under the control of the Office of Munitions Control, Bureau of Politico-Military Affairs of the
Department of State. The munitions list is not all inclusive nor are FMS limited solely to those
items.

a. SME. Articles in those defense articles and services on the U.S. Munitions
List which are preceded by an asterisk are referred to as SME.

b. MDE. A U.S. defense article is considered to be an item of major defense
equipment when it is identified as SME on the U.S. Munitions List and when the USG has
incurred either a nonrecurring research and development cost for the item of more than $50 million
or the item has had a total production cost of more than $200 million. These dollar thresholds
encompass all expenditures to date, including both U.S. military services and security assistance
requirements. Each DOD component is respon51ble for identification of MDE items under its
cognizance, and for notification of MDE items to the DSAA. DOD components will notify the
DSAA of applicable MDE items by providing information cited in Table 700-1. Once identified as
MDE, the item is then recorded on the Major Defense Equipment List (MDEL), which designates
equipment for special scrutiny when considered for sale to foreign governments either through
foreign military sales or commercial sales channels. See Table 700-6 for the current MDEL.

C. Standard FMS Cases. Standard FMS cases are divided into Defined Order Cases,
Blanket Order Cases, and 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 USG.

“ 1. Defined Order Cases. A Defined Order case is one in which the items, services
or training to be provided are stated explicitly on the LOA.

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

b. The following types of materiel and services are normally provided through
-Defined Order cases:

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

(2) Munitions, ammunition and other explosives,
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(3) Transportation services,

(4) Aircraft ferry,

(5) Cartridge Activated Devices/Propellant Activated Devices (CAD/ PAD),
(6) TDPs.

and

2. Blanket Order Cases. Blanket 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.

a.  Price and availability information for Blanket Order FMS cases is not required
because the purchaser normally estimates requirements and requests an appropriate case value.

b. The customer's materiel requirements will normally be filled from procurement
rather than from DOD stocks.

c. Blanket Order cases are established to facilitate and simplify procedures for
foreign purchasers.

d. Except for maintenance blanket order cases, the ordering period of a blanket
order case will normally be 12 months and will not exceed 24 months. For maintenance cases, the
ordering period can exceed 24 months if the contract under which the service is being performed
also exceeds 24 months.

e. Blanket Order cases reduce administrative lead time since requirements are
submitted directly to the cognizant Military Department International Logistics Control Office (or
control point) or appropriate Defense Agency.

f.  Although the materiel and services described below may be provided under
Defined Order cases, these items and services lend themselves to Blanket Order FMS case
processing:

(1) 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.

(2) Publications. The LOA for forms, catalogs, manuals, stock lists, 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 authorized.
Technical data will not be provided on a blanket order case.

(3) Support Equipment. Repair parts, assemblies, components, special tools,

| test equipment, supplies and/or materiel recommended and/or allocated for supply and maintenance

support of a weapon or end item.

(4) Minor Modifications/Alterations Performed at U.S, Installations. Changes
to an existing conﬁguratlon as authorized by the DOD component concerned. The level of services
must be specified in the case. :
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(5) 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: determining the economy and feasibility of repair; estimating the level
and nature of repair to be accomplished; analyzing feasibility to update the configuration of items;
determining the range and depth of spare parts needed to sustain 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 engineering requirement
plans; systems integration and training programs; Program Activation Teams; and Technical
Assistance Teams:

(6) Training. Formal (classroom) or informal (on the job (OJT)) instruction
of foreign students by DOD components, contractors (including instruction at civilian institutions),
or by correspondence courses, technical, educational, or informational publications and media of
all kinds. Some examples are: established DOD management, language, technical, maintenance or
supply subjects/courses. OJT is generally structured to suit individual 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 military departments.

(7) Training Aid Devices. These are used principally to sﬁpplemcnt informa-
tion and/or training programs which the foreign purchaser uses for educational purposes.

Examples are: video tapes, slides, 8/16mm film, microfiche, transparencies, and aperture cards.

(8) Repair of Reparable Items. Any items of supply of a durable nature which
can normally be economically restored, when unserviceable,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 identify the items eligible
for repair. Some examples are: communications equipment, radar, sonar, etc.

g. 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:

(1) Classified materiel (except Air Force).

(2)  Classified publications (Navy only).

(3)  Explosive ordnance items.

(4)° MDE (see Table 700-6) and initial logistics support whlch is normally
ordered for concurrent delivery with such items.

(5) SME.
(6) Lumber and other type commercial materiel.
(7) TDPs.

(8) Non-MDE excess defense articles (except DLA).

3. CLSSAs. CLSSAs are peacetime military logistics support arrangements designed
to provide responsive and continuous supply support at the depot level for U.S.-made military
materiel possessed by foreign countries and international organizations. The CLSSA is normally
the most effective means for providing common 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 execution of Foreign Military Sales Orders (FMSOs) covering stockage, storage,
and consumption as follows:
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a. FMSOQ 1. The FMSO I consists of an LOA covering the estimated dollar value
and total initial agreed list of items and quantities to be stocked and maintained on order from
procurement for support of the purchaser's U.S.-furnished equipment.

b. FMSO II. The FMSO II consists of an LOA covering the purchaser's
estimated withdrawals 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 criterta for establishing CLSSAs.
Further details regarding CLSSAs may be found in Chapter 8, this manual. CLSSA policy
questions may be referred to DSAA/OPS-E.]

4. Non-Standard Support. This includes hardware or services required to support
commercial end items; support of obsolete end items, including end items which have undergone
system support buy outs; and to support selected non-U.S. origin military equipment.

a. In the absence of special circumstances such as existing commercial support
arrangements, security assistance for these items may -be provided through normal FMS
procedures.

b. Requests involving sensitive technology or which have significant impact on
U.S. programs should be coordinated with DSAA

70003 PROCEDURES.

A. LOR. An eligible foreign country or international organization which desires P&R
data, P&A data, or an LOA from the USG conveys that desire to the U.S. Government in an LOR.

1. Format. Although no specific format is required for an LOR, the requestor must
assure that the request is complete as indicated below:

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

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

c. 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 DOD component.

d. When LORs are received which do not meet the requirements of paragraphs a.
through c. above, the DOD component initially receiving the request shall notify the requestor of
the deficiency and hold action on the request until the information is received.

2. hannels of mission 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:

a. SME. Requests to purchase 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
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the Bureau of Politico-Military Affairs, Department of State (SECSTATE-PM) and the Office of
the Secretary of Defense, Defense Security Assistance Agency (SECDEF/DSAA), and the unified
command. Requests to purchase SME which originate with purchaser country representatives in
the United States should also be addressed to the cognizant DOD component with an information
copy to the Bureau of Politico-Military Affairs, Department of State, and DSAA. For MDE items,
the cognizant DOD 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:

(1) The reason the nation desires the articles or services.

(2) 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. -

(3) The anticipated reactions of neighboring nations.

(4) 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.

(5) The source of financing and the economic impact of the proposed acquisi-
tion. ,

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

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

b. All other FMS (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 DOD element of the U.S. country team directly to the cognizant
DOD component, with an information copy to the Unified Command; Bureau of Politico-Military
Affairs, Department of State; and DSAA. 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 DSAA.

c. X ions.

(1) Dir mission r DSAA. In exceptional circumstances
requests for P&R, P&A, and LOAs may be submitted directly to the Bureau of Politico-Military
Affairs, Department of State, and DSAA. 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.

(2) Requirement for Copies Furnished. DOD components receiving
requests for P&R, P&A, or an LOA will 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 copies. Further, for MDE requests received from the purchaser's
representative 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.

700-6 Change No. 1, 20 October 1989



DOD 5105.38-M
70003.A.2.c.(3)

(3) Unknown DOD Component. When the cognizant DOD component
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.

d. DSAA_ and State Department Approval. Based upon receipt of the
information copy of the P&R, P&A, or the LOA request, DSAA and the State Department will,
within five working days, initiate the necessary coordination to determine if the request is
approved, disapproved, or if further correspondence by the DOD component with the requestor
should be suspended until 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 MDE or non-MDE request that is not approved, DSAA will immediately advise the cognizant
DOD 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 by DSAA, all requests will be processed for DSAA final coordination,
and countersignature in accordance with Chapter 7, Section 701, paragraphs 70103.1. and
70103.J.

e. DOD Component Recommendations. In the event 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.

B. Responses to Letters of Request.

1. 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 exceptional situations. See paragraph 70002.A.
above for a description of P&R and P&A data and paragraph 70003.A.2. above for the channels of
submission of requirements for data.

2. i ions with Foreign vernmen nd International Qrganiza-
tions. Economic, production, and budget uncertainties all contribute to DOD component
difficulties in making accurate cost and delivery estimates. The large volume of P&R estimates
which are processed also increases the likelihood 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.

3. 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 P&R data, e.g., list the:
N a. Quantity, major item/service, and estimated cost. (Cost must include adjust-
ments for inflation. In the absence of the availability of clear inflation trends on a given system,
OSD/Comptroller standard inflation factors should be used.)

b. Ancillary support equipment which is necessary for the operation and mainte-
nance of the system requested and include the estimated cost.

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

d. Estimated accessorial charges.
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e. Source of the data (e.g., last contract award, stock price).
f. Estimated availability of the articles/services.

g. Key assumptions used in developing the data, for example:

(1) Standard DOD component factors were used in developing the anc111ary
equipment and/or ILS elements necessary to support the quantity of items requested.

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

h. Key factors which will effect the above planning data, for example:
(D 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.

2) Productlon line is due to phase out by (1nd1cate date). Start-up costs
would have to be applied if an LOA is not accepted by (indicate date). :

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

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

j-  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.

k. The DD Form 1513 will not be used to provide P&R data.

4. 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 countries and international organizations will be
furnished the DSAA, Operations Directorate. Any country request for P&A preparation on a DD
Form 1513 will be conmdered as a request for an LOA P&A data should include the following
statement:

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

5. P&R and P&A Estimates are not Commitments. All responses for P&R
and P&A data will include the following note: "The 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 a U.S. Government commitment to provide the articles or

- services for which these estimates are provided." :

6. Aggms_Ee_es_Q[_Cgmmmgns Any P&R or P&A quotation which contains

agents fees or commissions will be coordinated with the Management Division of the DSAA
Operations Directorate before dispatch.
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7. DD Form 1513 - LOA.

a. Purpose. The DD Form 1513 will be used for all FMS of defense articles and
services and sales of design and construction services by all DOD components. Annex A of the
LOA contains the General Conditions which are an official part of every offer issued.

b. Periods of Effectiveness. The LOA will itemize the defense articles and
services offered, and when executed becomes an official tender by the USG. An accepted LOA is
effective until all articles offered are delivered and all services completed. LOAs for blanket order
FMS cases, training cases or cases covering the provision of a continuing service (e.g., contractor
administrative services or engine or component improvement programs), may provide for up to a
two year's duration, provided the total value of the case does not exceed $5 million. Exceptions to
this effective period and dollar limitation require the approval of the DSAA.

c. 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 international organization.

8. Response to Requests which Involve Less than EQQ. When a request is
received for P&R, P&A, or an LOA which cannot be supplied from stock and cannot be
immediately obtained from normal procurement because it represents less than an EOQ, the
response to such requests should provide the following information to the country or international
organization:

a. Whether the contractor would be willing to provide the quantity requested
under separate procurement, and if so at what price and availability date, and

b. Whether a USG 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 USG procurement. All such responses to a foreign
country or international organization must be coordinated with DSAA Operations.

9. Negative Responses. When it is determined that a DOD component cannot
respond favorably to the foreign country or international organization request, the proposed
negative reply must be coordinated with DSAA Operations. The DSAA 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 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:

a. 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

A ~ purchaser's inventory).

b. Notification of class cancellations for previously approved quotas.

c. Quota requests which cannot be accommodated within desired timeframe.
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d. Senior officer courses where annual foreign participation is limited and
restricted to those invited by chiefs of services.

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

1. The Director, Joint Staff, OJCS and the OUSD(A) must be advised by the DSAA
utilizing the format at Table 700-2 of all new requests for P&R, P&A, or an LOA which meet the
following criteria:

a. Allrequests for Coproduction or Licensing Agreements for MDE as defined in
paragraph 70002.B.1.(b) above.

b. 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.

2. The receipt of the information copy by DSAA of the P&R, P&A, or LOA request
required by paragraph 70003.A.2. will be the basis for the above notification.

[Note: All requests for information, no matter how informal the request, e.g., oral, letter, mes-
sage, 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
70003.A.2. above.]

D. Letter of Intent (LOD DD Form 2012, 2012-1. 2012-2).

1. Types of LOI. There are two Formats for LOIs: The DD Form 2012, used to
finance 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 acceptance by the purchasing country or international organizations.

2. Limitation of Cost or Funds. As both forms contemplate a speaﬁed dollar
limitation upon the liability of the purchaser for the procurement of long lead time items, in order to
comply with the requirements of the AECA, it is necessary that all cost-rermbursement contracts
awarded to implement a LOI (procurement as well as research and development) include a
Limitation of Cost or Funds contract clause (see FAR 52.232-20 and 52.232-21). That clause may
be deleted by contract amendment after the purchaser's acceptance of the LOA.

3. Approval of the DSAA. Use of the DD Form 2012 does not constitute
authorization 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 DOD component
is of the opinion that production scheduling requirements necessitate initiation of procurement of
long Iéad time items in advance of full compliance with Section 36(b) of the AECA, the DOD
component concerned shall, prior to transmitting a proposed LOI to the purchasing country, or
international organization, promptly forward its recommendations to the Director, DSAA, for a
decision. If an exception is made by the Director, DSAA, a modified version of the DD Form
" 2012 or 2012-1 will be provided to the DOD component by the DSAA on a case-by-case basis.

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

Form 2012-1.
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‘ . 5. Sample Formats. Refer to Tables 700-3, 700-4 and 700-5.

6. DSAA _Countersignature. DSAA countersignature is required prior to the sub-
mission of any DD Form 2012, DD Form 2012-1, and DD Form 2012-2 to the purchaser.
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Recoupment of Nonrecurring Costs on Sales of

Major Defense Equipment (MDE).
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TABLE 700-2 ‘ *k

MEMORANDUM FOR THE CHAIRMAN, JOINT CHIEFS OF STAFF
DEPUTY UNDER SECRETARY OF DEFENSE
(INDUSTRIAL AND INTERNATIONAL PROGRAMS) OUSD(A)

SUBJECT: Security Assistance Request (Insert Country or International Organization)

(*) The attached request from [Insert Country or International Organization] for [Insert
Identification of Articles] which is identified as MDE or is considered to be of a sensitive nature

has been received by this Agency.

(*) [Insert additional information, if required].

(*) If you have any views or recommendations regarding this request, pléase advise DSAA

by [Normally 15 days from date of this memo].

(Leave space for signature by)
(Director/Deputy Director, DSAA) .

Attachment[s]:
[Identify letter, message, or other request]

Copy Furnished:

OICS, Director, J-5
DUSD(TSP)

Applicable SAO

Applicable DOD Component
Applicable Unified Command
Applicable ASD (ISA or ISP)

*Memoranda will normally be classified Confidential.

TABLE 700-2. Memorandum -- Subject: Security Assistance Request
for MDE or Sensitive Articles. ' ‘
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. TABLE 700-3
- UNITED STATES DEPARTMENT OF DEFENSE LETTER OF INTENT
’ (DD Form 2012)

PURACHASER (Name sad addrvse
UNITED STATES DEPARTMENT OF DEFENSE
LETTER OF INTENTY

(Purchaser's Reforence) ) (Cone bdaniiforrs

The Government of :
acting through its Ministry of Delense (hereinafter referred (0 as the **Purchaser”) hereby declares its
firm intent to procure, under United States Arms Export Control Act (AECA) procedures, from the
Government of the United States, the following defense articles and defense services.

plans to present 10 the Purchaser a Letter of Offer and Acceptance (DD Form 1513) within __
days after signature of this Letter of Intent. Purchaser intends 1o sign said Letter of Offer and Accepl.
ancenot laterthan . days after receipt. Except o the extent directly inconsistent with
the provisions hereof, the terms and conditions set forth on Annex A of DD Form 1513 will
apply to all acuvities undertaken pursuant to this Letter of Intent, and the estimated costs of such
activities will be included in the Letter of Offer and Acceptance. In particular, Conditions B.8, B.9,
and C on Annex A of DD Form 1513 are hereby incarporated by reference and made an integral

. part of this Letter of Intent. This Letter of Inlent shall be superseded upon Purchaser’s siymature of
the Letter of Offer and Acceptance.

' 1. It is understood that the United States Department of the

2. In anuicipation of the Purchaser’s signature of the above-mentioned Letter of Offer and Accept-
ance the Purchaser commits his Government to the folliowing:

(a) In order to permit the United States Government Lo proceed immediately with the purchase
of long lead time items and to cover associated administrative expenses, the United States Department
of the .. is herewith authorized to incur obligations and expend up to
thesum of §. (which includes all estimated termination costs) on an FMS depend-
able undertaking basis, to be exceeded only in the event of a decision by either a Court or Board which
increases the contractor’s entitlement.

(b) The Purchaser agrees to pay the full amount of such authorized obligations and Lo make
funds available in such amounts and at such times as may be requested hy the United States Government
for expenditures against such obligations.

(c) It is estimated that the cost of the long lead time items, associaled administrative expenses
-, and estumated termination costs will not exceed the amount set forth in subparagraph (a) of this para-
@aph. However, if at any time prior to Purchaser’s sigrature of the akove-mentioned Letter of Offer
and Acceptance, the United States Department of the has
reason Lo believe that the costs which it expects o incur in the performance of this Letter of Intent
will exceed the amount set forth i1n subparagraph (a) of this paragraph, it shall promptly notify the
Purchaser in writing to that effect. The nouce shall state the estimated amount of and the dale by which
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the additional obligational authority (by a new or modified Letter of Intent) will be required from the
Purchaser in order to continue performance under this Letter of Intent. If, after such notification, the
additional obligational authority is not granted by the date set forth in the notification, the United
States Government is authorized, in its discretion, to terminate any and all activities under this Letter
of Intent at Purchaser’s expense, in accordance with subparagraph (b) above, in an amount not to
exceed the amount set forth in subparagraph (a) of this paragraph.

3. This Letter qf Intent does not prejudice the Purchaser’s decision on the acceptance of the
Letter of Offer. Moreover, the Purchaser may cancel all or any part of this Letter of Intent at any time
by notifying the United States Govennment.  Upon receipt of such notification the United States
Government is authorized to terminate any and all activities initiated hereunder, at Purchaser’s expense,
in accordance with paragraph 2(b), in an amount not to exceed the amount set forth in paragraph 2(a).

4. In the event of such cancellation or termination, the United States Government will use its
best efforts to minimize any termination costs.

5. Certain items for which procurements may be initiated hereunder are normally the subject of
definitization or provisioning conferences, at which specific items and quantities are agreed upon. If
it is necessary to place any such items on order prior to any such conference, the United States Depart-
ment of the is authorized to do so, using its best judgment, and will
fumish a list of the items so ordered at the conference.

Dated

N {Typed Name and Titie)

Accepted this ____ day of , 19

U.S. Department of the

Countersignature (0ffice of the Comptroller, DSAA) (Date)

TABLE 700-3. (Confinued),
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‘ TABLE 700-4
UNITED STATES DEPARTMENT OF DEFENSE LETTER OF INTENT
(DD Form 2012-1)

PURCHASER (Noms ond sddrvas)

UNITED STATES DEPARTMENT OF DEFENSE
LETTER OF INTENT

(Purchherr's Refecence) (Caoe 1dennifir)

The Government of
acting through its Ministry of Defense (hereinafter referred (0 as the “"Purchaser’’) hereby declares its
firm intent Lo procure, under United States Arms Export Control Act {AECA) procedures, from the
Govemnment of the United S'ules. the following defense articles and defense services.

1. A Letter of Offer and Acceptance (DD Form 1513) for such defense articles and defense
services was issued Lo the Purchaser by the United States Department of the
‘ on , 12 ____ . Purchaser intends to sign said Letter of Offer and Accept-

ance not later than days after receipt. Except to the extent directly inconsistent with the pro-
visions hereof, the terms and conditions set forth on Annex A of DD Form 1513 will apply to

all activities undertaken pursuant to this Letter of Intent, the estimated costs of which activities have
been included in the Letter of Offer and Acceptance. In particular, Conditions B.8, B.9, and C on
Annex A of DD Form 1513 are hereby incarporated by reference and made an integral part of this
Letter of Intent. This Letter of Inteat shall be superseded upon Purchaser's signature of the Letter
of Offer and Acceptance,

2. In anticipation of the Purchaser's signature of the above-mentioned Letter of Offer and Accept-
ance the Purchaser commits his Government to the following:

(a) In crder to permit the United States Govemment Lo proceed immediately with the pur-
chase of long lead ume items and Lo cover.associated sdministrative expenses, Lhe United States Depart-
ment of the is herewith authorized to incur obligations and expend up
tothe muimol § —— (which includes all estimated termination costs) on an FMS depend-
sble undertaking basis, to be exceeded only in the event of a decision by either a Court or Board which
incresses the contractor's entilement.

(b) The Purchaser agrees Lo pay the full amount of such authonzed obligations and to make
funds available in such amounts and at such times ss may be requested by the United States Govern-
ment for expenditures against such obligations.

.

(c) It is estimated that the cost of the long lead time items, associated administrative expenses
and estimated termination costs will not exceed the amount set forth in subparagraph (a) of this para-
wraph. However, if at any time prior Lo Purchaser’s signature of the above-mentioned Letter of Offer
and Acceplance, the United States Departmentofthe __ ____~ _ has reason to believe
thal the costs which it expects Lo incur in the performance of this Letter of Intent will exceed the
amount set forth in subparagraph (a) of this paragraph, it shall promptly notify the Purchaser in writing
to that effect. The notice shall slate the estimated amount of and the date by which the additional
obligaional authonty (by a new or modified Letter of Intent) wiil be sequired from the Purchaser in
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order to continue performance under this Letter of Intent. If, after such notification, the additional
obligationa] authority is not granted by the date set forth in the notification, the United States Govern-
ment is authorized, in its discretion, to terminate any and all activities under this Letter of Intent at
Purchaser’s expense, in accordance mth subparagraph (b) above, in an amount not to exceed the amount
set forth in subparagraph (a) of this paragraph.

3. This Letter of Intent does not prejudice the Purchaser’s decision on the acceptance of the
Letter of Offer. Moreover, the Purchaser may cancel all or any part of this Letter of Intent at any time
by notifying the United States Government. Upon receipt of such notification the United States Govem-
ment is authorized to terminate any and all activities initiated hereunder, at Purchaser’s expense, in
accordance with paragraph 2(b), in anyamount not to exceed the amount set forth in paragraph 2(a).

4. In the event of such cancellation or termination, the United States Govemment will use its best
efforts to minimize any termination costs. .

5. Certain items for which procurements may be initiated hereunder are nommally the subject of
definitization or provisioning conferences, at which specific items and quantities are agreed upon. If it
is necessary to place any such items on order prior to any such conference, the United States Department
of the is authorized to do so, using its best judgment, and will furnish a
list of the items so ordered at the conference.

(Typed Name and Title)

Accepted this __day of 19

U.S. Department of the

Countersignature (Office of the Comptroller, DSAA) (Date)

TABLE 700-4. (Continued)
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| TABLE 700-5
UNITED STATES DEPARTMENT OF DEFENSE LETTER OF INTENT
(DD Form 2012-2)

UNITED STATES DEPARTMENT OF DEFENSE
AMENDMENT TO LETTER OF INTENT

Dear Sirs:

Reference is made to the Letter of Intent between the Government of

dated

and the United States Department of the

{Dats)

identified by Case

Designator

The Govemment of

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

izes the Department of the

to incur obligations

and expend up to the sum of §

on}FMS dependable undertaking basis for

said Case.

{Typed Name and Title)

Countersignature

DD . 7255 20122

(Office of the Comptroller, DSAA) (Date)

TABLE 700-5. U.S. Departmént of Defense Letter of Intent (DD Form 2012-2).
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TABLE 700-6

MAJOR DEFENSE EQUIPMENT LIST

DSAA Approved Pro Rata
Nonrecurring Cost (NC)

CATEGORY I - FIREARMS
Rifle, 5.56mm M-16 Series (A)
Gun, Machine, 7.62mm, M240 (A)

CATEGORY II - ARTILLERY AND

PROJECTILES
Gun, M-61, 20mm (AF)

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

* Gun, Machine, 50 CAL, M-2 (A)
Howitzer, Towed, 105mm, M101A1 (A)
Howitzer, Med, Towed, 155mm, M-198 (A)

CATEGORY TIT - AMMUNITION
Cartridge, 20mm (A)

* Cartridge, 30mm (GAU-8) (AF)

* Cartridge, 40mm, HE (A)
Cartridge, 40mm, HE, M406 (A)

* Cartridge, 60mm, HE (A)

Cartridge, 60mm, HE, M49A2/A3/A4 (A)
Cartridge, 8 1mm, ILLUM (M301)(only) (A)
Cartridge, 8 1mm, HE, M374A2/A3 (A)

* Cartridge, 105mm, HE, HEP-T, M393A2 (A)
Cartridge, 105mm, HEAT-T MP M456 (A)
Cartridge, 105mm, M490 (A)

Cartridge, 105mm, M724A1 (A)

* Cartridge, 105mm, APFSDS-T M735 (A)
Cartridge, 105mm, APFSDS-T M774 (A)
Cartridge, 105mm, APFSDS-T M833
Cartridge, 120mm, APFSDS-T M829 (A)
Cartridge, 120mm, HEAT MP-T M830 (A)
Cartridge, 120mm, HEAT TP-T M831 (A)
Cartridge, 120mm, TPCSDS-T M865 (A)
Cartridge, 4.2", HE (A)

Cartridge, 4.2", HE, M329 (A)

* X %K ¥ X ¥

Cartridge, 4.2", ILLUM (M335) (mcludes MS577 fuze) (A)

Projectile, 5"/38 CAL (N)
Projectile, 5"/54 CAL (N)
Projectile, 155mm, M107 (A)
Projectile, 155mm, M483/M483A1 (A)
Projectile, 155mm, HE RAP (M549) (A)
- Projectile, 155mm, CLGP, M-712 COPPERHEAD (A)
Projectile, 155mm, ADAM M692/M731 (A)
Projectile, 175mm, HE, M437 (A)
Projectile, 8", HE, M106 (A)
Projectile, 8", HE, ICM (A)

[No Charge]
65.07

1,342.00
27,881.00
60,239.00

1.82
850.00
47,483.00

(a)

.50
11

(a)

.47

()

.04

(a)

(@)
3.59
.57
1.42
68.00
(a)

(a)
126.60
293.59
83.03
37.82
(a)

(a)
4.03
15.60
74.42
3.22
2.20
13.76
4,152.00
111.00
2.33

.04
15.48

DOD 5105.38-M

Date NC
Charge
Approved

28 Mar 89

6 Dec 84
22 Jan 81
11 Aug 82
28 Mar 89
11 Jun 87
14 Feb 86

28 Mar 89
28 Mar 89

28 Mar 89
7 May 81

7 May 81
7 May 81
7 May 81
28 Mar 89

2 Dec 88
2 Dec 88
2 Dec 88
2 Dec 88

9 Jul 84

4 May 84
21 May 79
2 Mar 82
5 Feb 81
17 Sep 81
30 May 86
26 Mar 80
21 May 79
21 May 79

TABLE 700-6.
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21 May 79

18 May 89
6 Dec 84

25 Mar 83
25 Mar 83
25 Mar 83
25 Mar3
6 Dec 84
6 Dec 84

1 Oct 84
6 Dec 84

20Jan 78

11 Dec 86
14 May 85
16 Sep 77
17 Nov 78
18 Nov 78
24 Sep 80

2 Dec 85
14 Dec 87
14 Dec 87
28 Mar 89

12 Mar 82
7 May 81
7 May 81
2 Jun 82

26 Oct 78
12 Mar 82
18 May 78
25 Mar 83
11 Aug 78

10 Jan 83
3 Feb 81
3 Nov 87
6 Dec 84
3 Nov 87
20 Apr 82
1 Oct 88

Projectile, 8", HE, ICM M509 (A) (@)
Projectile, 8", HE, M650 (A) 83.04
ATEGORY IV - LA H VEHICLE IDED
MISSILES., BALLISTI ISSILES, ROCKET
TORPEDQES, BOMBS., AND MINES
Bomb, BLU-109 w/FMU-143/B Fuze 1,097.00
Bomb, Anti-Armor Cluster Munition CBU-90 (AF) 3,351.00
Bomb, Combined Effects Bomblet, CBU-87 (AF) 1,080.00
Bomb, Cluster, TMD/Gator Mines, CBU-89 (N) (a)
Bomb, MK-20, Cluster Bomb, Rockeye (N) 117.39
Bomb, MK-82, 500#, General Purpose (N) 3.29
Bomb, MK-83, 1,000#, General Purpose (N) 10.40
Bomb, MK-84, 2,000#, General Purpose (N) 12.80
Bomb, M-117, 750#, General Purpose (AF) 20.00
Bomb, Guided, Walleye Series (N) 6,183.00
Fuel Air Explosive Weapon, FAE II (N) (a)
Gun Mount, 5"/54, MK-45 MODI (N) 142,566.00
Gun Mount, 76mm Gun, MK-75 (N) 62,749.00
Launcher, HARPOON Shipboard Command and

Launch Control System, AN/SWG-1 (V) (N) 80,562.00
Launcher, HARPOON Shipboard Command and

Launch Control System, AN/SWG-1A (V) (N) 109,603.00
Launcher, HELLFIRE (A) 14,715.00
Launcher, TOW (A) 3,029.00
Launcher, MK-13 (MODO thru 4) (N) 78,125.00
Launcher, PATRIOT (A) 214,782.00
Launcher, ROLAND (A) 324,828.00
Launcher, Multiple Launch Rocket System (MLRS) (A)  173,000.00
Launcher, Vertical, MK-41(w/o canister) (N) 1;232,863.00
Launcher, Vertical, MK-41(w/ canister) (N) 1,239,246.00
Light, Antitank Weapon, 66mm, LAW M72 Series (A) 1.32
Missile, AIM-120, AMRAAM (AF) (a)
Missile, AIM-4A-G, FALCON (AF) 3,321.00
Missile, AIM-7, SKYFLASH Portion (N) 820.30
Missile, AIM-7C/D/E SPARROW (N) 2,733.00
Missile, AIM/RIM-7F/M, SPARROW (N) 7,646.00
Missile, NATO SEASPARROW Surface Missile

System (NSSMS) (N) (a)
Missile, AIM-9H SIDEWINDER (N) 3,457.00
Missile, AIM-9 J/P/N, SIDEWINDER (AF) 134.00
Missile, AIM-9L SIDEWINDER (N) 2,604.00
Missile, AIM-9M SIDEWINDER (N) 6,368.00
Missile, AGM-45, SHRIKE (N) 4,890.00
Missile, AIM-54A-C, PHOENIX (N)

(Includes Front End - 35,019; Aft End - 36,276) 71,295.00
Missile, AGM-65A/B, MAVERICK (AF) 3,722.00
Missile, AGM-65D (AF) 5,343.00
Missile, AGM-65E, LASER MAVERICK (AF) 24,213.00
Missile, AGM-65F/G (AF) 6,331.00
Missile, AGM-88, HARM (N) 21,249.00
Army Tactical Missile System (ATACMS)(A) 148,275.00

TABLE 700-6. (Continued)
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* Missile, MIM-72 CHAPARRAL Series (A)

* Missile, MIM-72 CHAPARRAL (w/Smokeless Motor) (A)

Missile, DRAGON, HEAT and Practice (A)
Missile, R/lU/AGM-84 HARPOON (N)
- Missile, HELLFIRE, HEAT (A)
Missile, HELLFIRE, Dummy (A)
Missile, HELLFIRE, Training (A)
Missile, FHAWK Series (A)
Missile, LANCE (A)
Missile, NIKE HERCULES (A)

Missile, MIM-104 PATRIOT (includes canister) (A)

Missile, PERSHING Series (A)

Missile, REDEYE (A)

Missile, ROLAND (A)

Missile, Shore Defense, RBS-17 (Derivative of
HELLFIRE) (A) .

Missile, AGM-78, STANDARD ARM (N)

Missile, RGM-66D, STANDARD ARM, MR (N)

Missile, RIM-66B-2--66B, RIM-66E(MR),

RIM-67A-13(ER), Block V STANDARD SM-I (N)
* Missile, RIM-66D and RIM-67B STANDARD I,

MR, ER, SM-2 Block I (N)

* Missile, RIM-66D and RIM-67B STANDARD I,

MR, ER, SM-2 Block II (N)

Missile, 5" Rolling Airframe, RAM, X-RIM-116A (N)

Missile, STINGER (Basic)(A)
Missile, STINGER (Post)(A)
Missile, STINGER (RMP)(A)
Missile, TOMAHAWK (N)

Missile, BGM-71A, Basic TOW HEAT and Practice (A) -

Missile, I-TOW (A)

Missile, BGM-71D, TOW 2 (A)

Missile, M-65 Subsystem, Airborne TOW (A)
Rocket, Antisubmarine, ASROC (N)

Rocket, 2.75" Series (A)

Rocket, M-77, Multiple Launch Rocket System (MLRS)

Tactical, Practice, and Training (A)
* Rocket, Vertical Launch Antisubmarine (N)
Torpedo, MK-46 MOD 2 (N)
Torpedo, MK-46, NEARTIP O/A Kit
(Converts MK-46 MODs 1/2 to MOD 5) (N)
Torpedo, MK-46 MOD 5 (N)
Torpedo, MK-48 (N)
Torpedo, MK-48 ADCAP Kit (N)

ATEGORY V_- PROPELLANTS, EXPL
AND INCENDIARY AGENTS ,

|

2,099.91
2,102.91
378.00
44,083.00
4,124.00
531.00
2,719.00
7,053.00
76,205.00

448,055.00
82,836.00

128,378.00

(a)
4,422.00

3,300.00
(a)
(@)

12,602.00
89,651.00

40,253.00
(a)
7,600.00
302,200.00
3,700.00
(a)
293.00
487.00
658.00
28,578.00
855.00
.87

615.00
98.926.00
8,993.00

3,795.00
9,308.00
86,255.00

103,322.00

DOD 5105.38-M

16 Dec 88
16 Dec 88
24 Mar 80
20 Jan 78
14 May 85
14 May 85
14 May 85
12 Nov 80
21 May 79

18 Nov 82

24 Sep 80
20 May 87

15 Sep 77
6 Dec 84
21 Apr 89

20 Dec 88
20 Dec 88
20 Dec 88

16 Sep 77
3 Nov 81
19 Dec 83
7 May 81
20 Dec 84
26 Mar 80

2 Dec 85
14-Dec 88
26Jan 80

21 Jul 77
25 Nov 80

Items in this category which meet the dollar criteria for major defense equipment are not
significant military equipment as defined in the U.S. Munitions List.
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ATEGORY VII - TANK D _MI R

ATEGOR - EL A
P
CG - Guided Missile Cruiser (N)
DD-963 (N)

DD - Destroyer (N)

DDG - Guided Missile Destroyer (N)

FF-1040 (N)

FFG - Guided Missile Frigate (N)

FFG-1 (N)

LCAC - Landing Craft Air Cushion (N)

LHD - Amphibious Assault Ship (N)

LPD - Amphibious Transport Dock (N)

LSD - Dock Landing Ship (N)

LST - Tank Landing Ship (Newport Class)(N)

LKA - Amphibious Cargo Ship (N)

LPA - General Purpose Amphibious Assault Ship (N)

MSO - Minesweeper, Ocean, Nonmagnetic (N)

PHM --Patrol Combatant Missile, Hydrofoil
(Nato Configuration) (N)

PHM - Patrol Combatant Missile, Hydrofoil
(FRG Configuration) (N)

SS - Submarine, Conventionally Powered (N)

Carrier, Armored Personnel, M-113 Series (A)

Carrier, Mortar, M-106A1/2 (A)

Carrier, Mortar, M-125A1 (A)

Carrier, Cargo, M-548 Series (A)

Carrier, Command Post, M-577 Series (A)

Carrier, LANCE, M-667 (A)

Carrier, HAWK, M-727 (A)

Carrier, CHAPARRAL, M-730 (A)

Carrier, VULCAN, M-741 (A)

Gun, Self-propelled, 175mm, M-107 (A)

Howitzer, Self-propelled, 8", M-110 (A)

Howitzer, Self-propelled, 8", M-110A1 (A)

Howitzer, Self-propelled, 8", M-110A2 (A)

Howitzer, Self-propelled, 155mm, M-109A1-A3
(w/cannon assembly) (A)

Howitzer, Self-propelled, 155mm, M-109A1-A3
(w/o cannon assembly) (A)

Tank, M-48A1 (A) '

Tank, M-48A3 (A)

Tank, M-48A5 (A)

Tank, M-60A1 (A)

Tank, M-60A3 w/TTS (A)

Tank, M-60A3 w/o TTS (A)

Tank, M-1, ABRAMS (A)

Tank, M-1A1 (A)

Tank Engine, AVDS-1790 Series (A)

Vehicle, Assault Amphibian, AAV7A1 (N)

Vehicle, Armored Reconnaissance Assault, M-551 (A)

(a)
(a)
(a)
(a)

(a)
3,591,379.00
(a)

(a)

(a)

(b)

(b)
824,840.00
(b)

(b)

(b)

1,000,000.00

1,250,000.00
(b)

EHICLE

688.00
688.00
688.00
688.00
688.00
688.00
688.00
688.00
688.00
40,258.00
14,371.00
16,975.00
21,069.00

8,771.00

7,447.00
1,479.00
5,521.00
12,849.00
14,083.00
31,427.00
21,939.00
114,443.00
226,725.00
2,066.00
91,426.00
33,213.00

5105.38-M

18 Oct 78

25 Jan 84

28 Mar 89
28 Mar 89

11 Sep 78
11 Sep 78
11 Sep 78
11 Sep 78
11 Sep 78
11 Sep 78
11 Sep 78
11 Sep 78
11 Sep 78
26 Mar 80
26 Mar 80
26 Mar 80
26 Mar 80

23 Jun 87
23 Jun 87

3 Mar 80
3 Mar 80
3 Mar 80
27 Oct 88
27 Oct 88
3 Mar 80
20 Apr 82
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Vehicle, Combat Engineering Vehicle (CEV), M-728 (A) (a)
Vehicle, Fire Direction Control Center (FDCV) (A) 3,382.00 21 May 86
Vehicle, Fire Support Team (FISTV), M-981 (A) 68,476.00 3 Feb 86
Vehicle, Infantry Fighting (IFV), M2 (A) |
(w/o 25mm Cannon) 74,715.00 25 Jun 82
Vehicle, Infantry Fighting (IFV), M2 (A)
(with 25mm Cannon) 79,392.00 25 Jun 82
Vehicle, Infantry Fighting (IFV), M3 (A)
(w/o 25mm Cannon) 73,678.00 25 Jun 82
Vehicle, Infantry Fighting (IFV), M3 (A)
(with 25mm Cannon) 78,355.00 25 Jun 82
* Vehicle, Light Armored (LAV) (A)
LAYV 25 (w/o M242 Gun) 69,965.00 24 Aug 88
LAV Anti-Tank 69,965.00 24 Aug 88
LAYV Command and Control 69,965.00 24 Aug 88
LAYV Logistics 69,965.00 24 Aug 88
LAYV Mortar 69,965.00 24 Aug 88
LAYV Recovery 69,965.00 24 Aug 88
Vehicle, Mechanized Infantry Combat, M-723 (A) . (a)
* Vehicle, Recovery, M-88/M88A1 (A) 8,460.00 1 Nov 88
Vehicle, Recovery, M578 (A) (@)
Vulcan Air Defense System, M-163 and M-167 Series (A) 29,439.00 26 Mar 80
* High Mobility Multi-Purpose Wheeled Vehicle
HMMWYV) (A) 660.00 6 Apr 88
M966 Tow Carrier BSC Armor 660.00 6 Apr 88
M996 Ambulance, 2 Litter 660.00 6 Apr 88
M997 Ambulance, 4 Litter 660.00 6 Apr 88
M998 Cargo Troop Carrier 660.00 6 Apr 88
M1025 Armament Carrier BSC Armor w/o Weapons 660.00 6 Apr 88
M1026 Armament Carrier BSC Armor w/Weapons 660.00 6 Apr 88
M1027 GLLD Carrier 660.00 6 Apr 88
M1035 Soft Top Ambulance, 2 Litter 660.00 6 Apr 88
M1036 Tow Carrier BSC Armor w/Weapons 660.00 6 Apr 88
M1037 Shelter Carrier w/Weapons 660.00 6 Apr 88
M1038 Cargo Troop Carrier Soft Top 660.00 6 Apr 88
M1042 Shelter Carrier w/Weapons 660.00 6 Apr 88
M1044 Armament Carrier Supp Armor w/Weapons 660.00 6 Apr 88
M1045 Tow Carrier Supp Armor w/o Weapons 660.00 6 Apr 88
M1046 Tow Carrier Supp Armor w/Weapons 660.00 6 Apr 88
ATEGORY VIII - AIRCRAFT, SPACECRAF
D TIATED EQUIPMENT , :
* A-4A (w/o engine) (N) 15,165.00 20 Oct 83
* A-4B (w/o engine) (N) 12,864.00 20 Oct 83
* A-4C (w/o engine) (N) 15,523.00 20 Oct 83
* A-4E (w/o engine) (N) 27,929.00 20 Oct 83
* A-4F (w/o engine) (N) 32,226.00 20 Oct 83
* A-4M (w/o engine) (N) 132,000.00 20 Oct 83
A-6 (N) ()
A-7 (w/o FLIR) (N) 243,881.00 8 Sep 83
* A-10 (w/o TF-34 Engine (AF) 388,786.00 12 Mar 82
A-37 (AF) 19,651.00 '
TABLE 700-6. (Continued)
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AH-1S COBRA w/T-53-L-705 Engine, M-65 TOW

DOD 5105.38-M

& C-NITE Systems 163,860.00 17 May &9
AH-1J SEACOBRA (w/o engine) (N) 52,245.00 11 Oct 85
AH-1T SEACOBRA (w/o engine) (N) 486,665.00 11 Oct 85

* AH-64 APACHE (w/o 2 T-700 engines) 1,006,272.00 30 Dec 83 .
AV-8B (w/o UK Assessment) (N) 867,373.00 26 Jun 81
C-5A, GALAXY (AF) 12,661,728.00 12 Mar 82
C-130, HERCULES w/4 T-56 Engines (AF) 102,520.00 3 Aug 83
C-141A/B, STARLIFTER (AF) 892,254.00 12 Mar 82
CH-47A/B/C w/2 T-53-L-11A engines (A) 100,000.00
CH-47D CHINOOK (A) (a)

CH-53E/MH-53E (w/o T64 Engine) (N) 1,023,079.00 12 May 83

* E-2B (N) 298,400.00 22 Jur 89
E-2C (N) 2,625,904.00 18 May 78
E-3A, SENTRY (U.S./NATO Standard) (AF)

(Total U.S. NRC charge-$27.43M;

Total NATO NRC charge $5.59M) 33,021,000.00 26 Oct 81
EA-6 (N) (a)

* F-4A (w/o engines) (N) 129,712.00 20 Oct 83

* F-4B (w/o engines) (N) 70,450.00 20 Oct 83
F-4E (N) (w/engines) (25% discounted for ,

useful life) (N) 159,408.00 20 Oct 83
F-4G WILD WEASEL (MOD only) (AF) 667,241.00 12 Mar 82

* F-4] (w/o engines) (N) 122,089.00 20 Oct 83

* F/RF-5A, TIGER (w/o 2 J-85 engines) (AF) 40,000.00 1 Nov 71

* F/RF-5E, TIGER H (w/o 2 J-85 engines) (AF) 68,000.00 1 Nov 71

* F/RF-5F, TIGER II (w/o 2 J-85 engines) (AF) 207,000.00 25 Nov 75
F-8 (N) 56,859.00 12 May 81
F-14 (N) 1,600,000.00 29 Nov 76
F-15, EAGLE (AF) 1,600,000.00 29 Nov 76
F-16 A/B(w/J-79 engine) (AF) 456,934.00 1 May 81
F-16 A/B FIGHTING FALCON

(w/o EPG special NRC) (AF) 640,000.00 4 Jun 80
F-16A Simulated Aircraft Maintenance Trainer

(SAMT) (AF) 172,220.00 3 Jul 85

* F-16 C/D (w/o engine) (AF) 554,000.00 24 Feb 89
F-18 (N) 1,117,281.00 30 Mar 87
F-100A (AF) 37,840.00 6 Dec 84
F-100C (AF) 25,800.00 6 Dec 84
F-100D (AF) 25,440.00 6 Dec 84
F-100F (AF) 27,840.00 6 Dec 84
F-101B/F (AF) 65,560.00 6 Dec 84
F-102 (AF) 38,320.00 6 Dec 84
F-104A STARFIGHTER (AF) 42,080.00 6 Dec 84
F-104B/C/D (AF) 91,040.00 6 Dec 84

* F-104G/J (AF) 54,360.00 27 Nov 87
F-105B, THUNDERCHIEF (AF) 168,000.00 6 Dec 84
F-105D/F (AF) 78,400.00 6 Dec 84
F-106A/B, DELTA DART (AF) 159,200.00 6 Dec 84
F-111A/C/D/E/F (AF) 605,320.00 6 Dec 84
H-3E (N) (a)

H-46 (N) (a)
TABLE 700-6. (Continued)
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H-53 (5-65) (N) 166,029.00 27 Feb 79
KC-10, EXTENDER (AF) 1,176,667.00 12 Mar 82
KC-135A, STRATOTANKER (AF) 217,034.00 12 Mar 82
OH-6, CAYUSE (A) 18,000.00 11 Jun 87
" OH-58A, KIOWA (A) 22,000.00 11 Jun 87
OH-58C, KIOWA (A) 48,000.00 11 Jun 87 -
OV-1A/B/C, MOHAWK (A) 119,229.06 23 Jun 82
OV-10 (w/o engine) (N) 41,930.00 9 Jun 78
P-3A/B (N) 382,750.00 20 Oct 83
P-3C (N) 592,219.00 3Jan 78
P-3C AEW&C (N) 1,761,974.00 25 Feb 87
P-3C Update III Configuration (N) 1,044,128.00 17 May 89
Remotely Piloted Vehicle (RPV), ACQUILA (A) (a) e
* RF-4B (w/o engine) (N) 104,566.00 20 Oct 83
RF-4C, PHANTOM 1I (AF) 108,000.00 6 Dec 84
S-2A (w/o engines) (N) 18,987.00 20 Oct 83
S-2C (w/o engines) (N) 23,497.00 20 Oct 83
S-2D (w/o engines) (N) 38,448.00 20 Oct 83
S-2E (w/o engines) (N) 35,950.00 20 Oct 83
S-3 (N) . 3,502,643.00 26 Jun 81
SH-2/2D/2F LAMPS, MARK I) (w/2 T-58-GE '
Engines) (N) 325,423.00 6 Dec 84
SH-60B (LAMPS, MARK III Airframe without 2
T-700-GE-401 Engines (N) 859,636.00 150ct 82
SH-60B Minimum Avionics Suite (N) 366,236.00 15 Oct 82
SH-60B Mission Avionics Suite (N) 1,063,400.00 150ct 82 -
SH-60B Ship Electronics (N) 1,131,227.00 150ct 82
* SH-70C (w/o engine) (N) 855,284.00 23 Jun 87
T-2(N) 39,968.00 - 10 Jan 78
TA-4F (w/o engine) (N) 28,110.00 20 Oct 83
* TA-4) (w/o engine) (N) 51,176.00 . 200ct 83
T-33 (AF) 2,857.00 12 Mar 82
* T-37 (AF) 19,651.00 28 Mar 89
T-38A (AF) 80,972.00 12 Mar 82
TH-55, OSAGE (A) 6,000.00 11 Jun 87
UH-1H, IROQUOIS (A) 4,501.00 1 May 81
UH-IN (N) 48,032.00 12 Jul 85
UH-60A BLACKHAWK
(w/o 2 T-700-GE-700 engines) (A) 169,692.00 30ct 81
Engines .
* CFM-56 (AF) , 20,000.00 17 May 89
* CT7-2A/2D (derivative of T-700 eng.) (N) 29,697.00 21 Dec 88
* CT7-5A/TA (derivative of T-700 eng.) (A) 25,777.00 21 Dec 88
* CT7-6/9 (derivative of T-700 eng.) (N) (A) 9,236.00 21 Dec 88
CT-58 (Derivative of T-58) (N) 20,045.00 11 Jun 87
F-100-PW-100/200 (AF) 221,705.00 12 Mar 82
* F-100-PW-220 (AF) 464,050.00 24 Feb 89
F-101 (AF) (@) -
F-101X (AF) (a)
F-107 (N) ' (a) 13 Mar 87
* F-110-GE-100 (AF) 464,050.00 24 Feb 89
TABLE 700-6. (Continued)
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F-404 (N)

J-47 (AF)

J-52P-6A/B (N)

J-52P-8A/B (N)

J-52P-408 (N)

J-57P-6B (N)

J-57P-10 (N)

J-60P-3/3A (N)

J-75 (AF)

J-79-GE-8/10 (N)
J-79-GE-17/17A/119 (AF)

J-85 (AF)

PW-1120 (Derivative of F-100-PW-200) (AF)
T-33-P-100 (AF)

T-53 (N)

T-53-L-703 (A)

T-55 (A)

T-56 (N)

T-58 (N)

T-64 (N)

T-700-GE-401/401A (N)
T-700-GE-401C (N)
T-700-GE-700 (A)
T-700-GE-701/701A/701A1 (A)
T-700-GE-701C (A)

TF-30 (N)

TF-34 (N)

TF-39 (AF)
TF-41-A-2A/-2B/-400/-402/-402B (N)

Other
Modular Integrated Communication Navigation
System Ground Data Terminal (MICNS GDT) (A)

* ¥ ¥ ¥ X

AT - I
No items in this category are defined in the U.S. Munitions List as significant military
equipment.
T - R E
No items in this category are defined in the U.S. Munitions List as significant military
equipment.
AT - MILITAR D SP ECT

Avionics Intermediate Shop (AIS) (F-16A/B) (AF)
Avionics Intermediate Shop (AIS) (F-16C/D) (AF)
Countermeasure System Torpedo Ex Set 1 (N)
Countermeasures, AN/ALQ-126, SPJ System (N)
Countermeasures, AN/ALQ-165, ASPJ (N)
Countermeasures, ALQ-119 (AF)
Countermeasures, ALQ-131 w/receiver (AF)
Countermeasures, ALQ-131 w/o receiver (AF)
Countermeasures, AN/SLQ-32(V)1 (N)

DOD 5105.38-M

63,840.00
2,168.00
7,370.00

30,658.00

33,106.00
4,600.00
4,120.00
2,520.00

28,999.00
6,400.00

27,464.00

17,901.00

155,194.00
(a)
1,542.00
2,626.00
6,400.00

13,313.00

20,045.00

38,578.00

29,697.00

25,450.00

29,697.00

29,697.00

25,450.00

43,866.00

20,705.00

441,707.00

48,249.00

(@)

IP

1,190,000.00
2,400,000.00

(a)
26,631.00
111,425.00
6,138.09
26,970.00
24,108.00
115,000.00

30 Mar 87
12 Mar 82
8 Sep 83
8 Sep 83
8 Sep 83 .
8 Sep 83
8 Sep 83
8 Sep 83
12 Mar 82
8 Sep 83
1Oct 83
23 Mar 83
20 Oct-83

7 May 81
7 May 81

12 May 83
11 Jun 87
12 May 83
21 Dec 88
21 Dec 88
21 Dec 88
21 Dec 88
21 Dec 88
20 Jun 79
12 Mar 82
12 Mar 82

6 Dec 84

12 Apr 84
12 Apr 84

5 Jun 85
6 Dec 84
9 Dec 75
28 Sep 79
28 Sep 79
25 Apr 86
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Countermeasures, AN/SLQ-32(V)2 (N)
Countermeasures, AN/SLQ-32(V)3 (N)
Engagement Control System (ECS),
PATRIOT, AN/MSQ-104 (A) -
Joint Tactical Information Distribution System,
JTIDS (AF)
* Digital Mapping System, MK 90, (DMA)
Product Generation Module
Source Preparation Module
Data Services Module
Data Extraction Module
NAVSTAR Global Positioning System (GPS) (AF)
* Qcean Surveillance Information System (OSIS)
Baseline Upgrade (OBU) (N)
Radio, AN/ARA-54 (A)
Radio, AN/VRC-12 Series (12, 43 through 49) (A)
Radio, AN/TRC-170 (AF)
Sonar, AN/SQR-18A (N)
Sonar, AN/SQR-18A (CV) I(N)
Sonar, AN/SQR-19 (N)
* Sonar, AN/SQS-56 (N)
SURTASS, AN/UQQ-2(V)1 (N)

*

* SURTASS, AN/UQQ-2(V)1 (Shipboard System) (N)

Tactical Flag Command Center (N)

* Tactical Air Operations Center, AN/TYQ-23 (N)
Tactical Air Operations Center, TAOC-85 (N)
Tactical Air Operations System (TOS)

AN/UYQ-19 and AN/UYQ-36 (A)
Telephone, AN/TTC-38, Central (A)
Telephone, AN/TTC-39, (A)

Telephone, AN/TTC-42, Unit Level Circuit Switch (N)

Versatile Avonics Shop Test (VAST),
AN/USM-247(V) (N)

CATEGORY XII - FIRE CONTROL, RANGE

PTI D D
D ROL EQUIPMENT
AEGIS Weapon System (N)

(Note: NRC for AEGIS does not include the NRC for

the Standard Missile nor the Vertical Launch System)

Close in Weapon Systems, CIWS, PHALANX
(NRC is per gun mount) (N)

Computer, Fire Control, MK1A (N)

Director, Fire Control, MK51-2 (N)

Fire Control Gun System, MK-37 (N)

Fire Control System, Missile MK-74 MOD 4 (N)

Fire Control Gun System, MK-56 (N)

Fire Control Gun System, MK-68 (N)

Fire Control, System, ROLAND AN/GSG-11 (A)

Fire Control System, MK-86 (N) .

Fire Direction System, AN/GSG-10 TACFIRE (A)

Goggles, Night Vision, AN/PVS-5 (A)

250,350.00
381,803.00

548,311.00
50,828.00

91,898.00
432,291.00

34,254,561.00

324,248.00
1,000.00

11,586,364.00

39.84
70.00
60,622.00
267,069.00
601,837.00

1,349,593.00

173,193.00

3,029,374.00
1,785,000.00

(a)
198,600.00
(a)

121,128.00
(a)
(@)
(@)

(a)

16,288,000.00

287,842.00
(a)

(a)
24,800.00

(a)
15,400.00
60,000.00

324,828.00
- (a)
740,331.00
157.49

DOD 5105.38-M

25 Apr 86
25 Apr 86

15 Nov 82
30 Oct 82
18 May 89
18 May 89
18 May 89
18 May 89
11 Sep 87

15 Feb 84
15 Feb 84

24 May 84
29 Mar 82

19 Jul 88
28 Aug 89
28 Aug 89

17 May 89

25 Feb 87

28 Oct 78

6 Dec 84
6 Dec 84

6 Dec 84
24 Sep 80

31 Jan 80
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Guided Bomb Unit, GBU-10/12 w/o fuze (AF) 203.00
Guided Bomb Unit, GBU-10/12 w/FMU-81 fuze (AF) 243.00
Guided Bomb Unit, GBU-10/12 w/FMU-139A

A/B fuze (AF) 217.00
Guided Bomb Unit, GBU-15 (AF) . 12,528.00
Guided Bomb Unit, GBU-16 (N) (@)
Laser Target Designator, AN/AVQ-26,

PAVE TACK (AF) 643,071.00
MFCS MK-92 (N) (a)
Manpack System, Single Channel UHF, AN/PSC-1

and AN/PSC-7 (A) (a)
Manpack, LOREN, AN/PSN-6 (A) (@)
Marine Integrated Fire and Air Support System

(MIFASS) (N) (a)
Missile Minder, AN/TSQ-73 (A) 715,687.00
Mission Payload Subsystem (MPS), Daylight (A) (a)
MPS, Forward Lookling InfraRed (FLIR) (A) (a)

Modular Tactical Communications Center (MTCC) (A)

(a)
Navigation Pod, AN/AAQ-13 (LANTIRN) (AF) 217, 453.00

Pathfinder (Denvative of AN/AAQ-13) (AF) 32,618.00
PATRIOT Antenna Mast Set (A) 131,906.00
PATRIOT Electrical Power Plant (EPPII)(A) 339,464.00
Position Location Reporting System,

AN/TSQ-129 Master Station (A) 1,179,261.00
RT 1343/TSQ-129 Basic User Unit (A) 41,298.00
Radar, AN/APG-63, (AF) 410,407.00
Radar, AN/APG-65 (F-18) 29,471.00
Radar, AN/APG-65 (EFA Configuration) 23,543.00
Radar, AN/APG-66 (F-16A/B) (AF) 30,400.00
Radar, AN/APG-68 (F/16C/D) (AF) 101,120.00
Radar, AN/APS-145 (N) 1,078,582.00
Radar, Antenna, AN/APS-138 (AN/APS-145) (N) 162,047.00
Radar, ANJ/AWG-9 (PHOENIX) (AF) 338,403.00
Radar, AN/FPS-117 (AF) 883,053.00
Radar, AN/MPQ-53, (PATRIOT) (A) 2,383,426.00
Radar, AN/SPS-46 (N) (a)
Radar, AN/SPS-40B (N) 216,746.00

Radar, AN/SPS-48E (N) (a)

Radar, AN/SPS-49(V)5/(V)7 (N) 304,719.00
Radar, AN/TPQ-36 (A) 344,261.00
Radar, Low Altitude Surveillance Radar (LASR)

(Derivative of AN/TPQ-36 Radar) (A) 73,361.00
Radar, AN/TPQ-37 (A) 1,236,126.00
Radar, AN/TPS-43 w/basic antenna (AF) 27,462.00
Radar, AN/TPS-63 (USMC Baseline) (N) 45,557.00
Radar, AN/TPS-63 (Derivative configuration) (N) 31,890.00

Radar, Fire Control, MK-25 (N)

(a)
Targeting Pod, AN/AAQ-14 (AF) 201,057.00

Targeting Pod Support Equipment (FMS) (AF) 1,418,320.00
SHF System, Multichannel, AN/TSC-85

and AN/TSC-93 (A) (a)
SATCOM GND System, AN/TSC-86 (A) (a)

DOD 5105.38-M

15 Jun 87
15 Jun 87

15 Jun 87

11 Jun 87

18 May 89

12 Jul 89
18 Nov 82
18 Nov 78

30 Nov 88
30 Nov 88

30 Mar 87
21 Apr 89
12 Apr 84
12 Apr 84
25 Feb 87
25 Feb 87

20 Apr 89
18 Nov 82

7 May 82

15 Mar 84
17 May 79

1 Oct 84
17 May 89
5 Feb 86
7 May 87
7 May 87

18 May 89
18 May 89

TABLE 700-6. (Continued)

700-29

Change No. 1, 20 October 1989



DOD 5105.38-M

Target Acquisition Designation Sight (TADS) (A) 202,591.00 30 Dec 83
Target Acquisition System (TAS), MK-23 Mods 0-8 (N) (a) :
Terminal, Light for AN/TSC-86 (A) (a)

Terminal, Medium, AN/GSC-39(V) DSCS (A) (a)

Terminal, Single Subscriber (SST) (A) - } @)

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

- NOTES:

*  Indicates added, changed, revised, or new information.

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

(b) For older ship designs, a percentage charge (3.5%) nonrecurring cost recoupment
charge will be established at the time of actual request for an FMS or commercial sales
proposal.

(c) For administrative convenience, a date for the determination of the pro rata charge has

"~ been established as 28 March 1989 for this item.

- TABLE 700-6. (Continued)

700-30 Change No. 1, 20 October 1989



- DOD 5105.38-M

[This page intentionally left blank.]

700-31 Change No. 1, 20 October 1989



DOD 5105.38-M

[TSECTION 701 - PREPARATION AND PROCESSING OF FMS AGREEMENTS |

70101 PURPOSE. The purpose of this section is to provide specific instructions for respond-
ing to approved foreign country or international organization requests for a firm FMS offer from
the DOD. It also prescribes normal processing times and allowable timeframes between release
and expiration of the offers.

701 L
A. D rm 1513 - LOA.

- 1. The DD Form 1513, LOA, will be used for all foreign military sales of defense
articles and services by the MILDEPs and Defense Agencies. (See Table 701-1.)

2. The offer will itemize the defense articles and services offered and when executed
becomes an official tender by the USG.

3. The acceptance constitutes the agreement of the foreign government to the offer and
with applicable funding completes the contract. '

4. Annex A of the DD Form 1513 contains "General Conditions" which is an official
part of every offer issued. (See Table 701-2.)

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

6. If all line items cannot be listed on the first page of an offer and acceptance, show
only the program total and list the remaining line items on DD Form 1513c¢ continuation sheets.
(See Table 701-3.)

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

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

9. See Table 701-4 for detailed instructions on the filling in of the blocks on the LOA.
70103 PROCEDURES.
A. Consistent with the provisions of Chapter 7, Section 700, paragraph 70003.A.2., the

DOD component should proceed with the development of the LOA upon receipt of the LOR from
an FMS customer, American embassy, or SAQ.
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B. 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 700, paragraph
70003.A.2.

C. DOD components must formally acknowledge receipt of approved LORs within five
days.

D. 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.

E. The DOD component is responsible for inserting the appropriate MASL line data for each
line item on each LOA. Should there not be any applicable line in the MASL, it is the
responsibility of the DOD component preparing the LOA to establish a line in accordance with the
procedures outlined in Chapter 15, Section 1503, 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.

1. 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.

2. 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 NSN and generic codes
should be aggregated under a single line in the LOA.

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

F. DOD components will process LOAs which meet the thresholds for reporting to the
Congress in accordance with Section 703 of this chapter.

G. Maximum processing time between the receipt of a request for an LOA and its
submission or Amendment thereto to DSAA for coordination and/or countersignature is 60 days.
Earlier response will be made whenever possible.

1. General. The LOA, when signed, is an official agreement between the United
States and the purchasing country or international organization regarding terms and conditions
pertaining to furnishing certain goods or services. As such, the DD Form 1513 and its enclosures
must provide sufficient detailed information so as to make clear the obligations of the United
States and the Purchaser. The type and amount of information which must be conveyed will vary
depending on the nature of the sale. However, at least some information which 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.
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2. Supplemental Information and Coordination for LOAs.

a. Checklist. Table 701-7 provides a summary of supplementary information
which must either be addressed or considered when the LOA is developed. The chart indicates that
information must be provided to purchasers in the form of Notes or Supplemental Terms and
Conditions, depending upon the nature of the articles and/or services being sold. Items indicated
by "X" must be addressed in Notes or Supplemental Terms and Conditions to the DD Form 1513;
those indicated as being on an "as-required basis (A/R)" should be addressed if the nature of the
transaction so warrants. The following subparagraphs include instructions and discussion
regarding the nature of this supplemental information. The subparagraphs are aligned to the
column "Supplementary Information for Letters of Offer”. In addition, the Checklist shown in
Table 701-8 may be used for the coordination of selected LOAs.

b. Transportation Instructions.

(1) Related Chapters. Refer to Chapter 8, Section 802, this Manual, for
detailed transportation information and Chapter 5 for export licensing and customs clearance
requirements.

(2) Understanding between the U.S. Government and the Pur-

i There must be clear understanding between the U.S.

Government and the purchaser as to where and how the materiel purchased will be shipped.

Blocks (19), (20), (33) and (34) of the DD Form 1513 are designed to fulfill this purpose under

the normal FMS method of shipment (i.e., by collect commercial bill of lading to freight

forwarders, or by the use of codes prescribed in DOD 4140.17-M). However, supplementary

instructions are required to enable purchasers to fill out Blocks (33) and (34) properly. DOD

5105.38-D (MAPAD) identifies transaction instructions furnished by DLA to meet this need; it
should be used by all DOD components as a guide.

(3) Method of Transportation. It is DOD policy that to the extent
possible, FMS recipients should be self-sufficient in transportation of their materiel. The normal
method of movement of FMS materiel is by commercial carrier to the freight forwarder designated
by the purchaser. Exceptions to the basic DOD FMS self-sufficiency policy should be noted on the

" DD Form 1513 on a case-by-case basis and approved by DSAA with concurrence of ASD/P&L.
Normally, firearms, explosives, lethal chemicals, other hazardous materiel and occasionally,
classified materiel are moved within the DTS. Air cargo that exceeds commercial capability is also
delivered through DTS. Any other exceptions must be specifically approved by the DSAA on a
case-by-case basis. Use of the DTS, to include all related terms and conditions for movement,
must be stated in the LOA. Each request for an exception to use the DTS must be supported with a
statement that addresses projected tonnage, special transportation requirements, and other relevant
information that would justify the commitment of DOD transportation assets. Upon approval, the
extent-of authorization must be clearly delineated in the supplementary conditions in the LOA. This
would include identification, by specific item, when certain items in the LOA are to be shipped via
the purchaser's freight forwarders.

(4) Articles Returned to U,S, Facilities. The transportation of materiel
to U.S. facilities for repair and return is normally the responsibility of the FMS purchaser. Use of
the DTS for such materiel will be authorized only in exceptional situations. The factors, criteria,
and approval channels summarized in paragraph H.2.b.(3) above for authorizing the use of the
DTS also apply to such authorizations for the repair and return of foreign country owned materiel.
Table 701-10 provides instructions for completing the transportation related blocks of the LOA for
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repair and return FMS cases. 1t is the responsibility of the cognizant DOD component to assure
that the LOA for the repair and return of materiel is complete and provides all information required
by the purchaser. A complete CONUS address for return of each item or category of items must be
identified in the LOA.

(5) Aircraft Transportation. In the interest of public safety, the following
policy is established for the materiel condition of U.S. aircraft prior to delivery. The FMS
purchaser should advise whether aircraft will be delivered by commercial ferry service (arranged
by the customer), DOD ferry, or surface transportation. Sales agreements will contain the
stipulation that delivery will be made only under one of the following conditions:

(a) Flights Deliverv/Ferrying. In the event flight delivery of the
aircraft is desired by the purchaser, the aircraft must be placed in safe operating condition
consistent with established standards of the military service of origin or Federal Aviation Admin-
istration (FAA). Required maintenance may be done through negotiation with the service of origin
or a commercial FAA certified facility, and all costs will be borne by the purchaser. Aircraft will
be released for flight only after an inspection by the service or origin has determined that the
established military service standards have been met except where the purchaser elects to have
maintenance performed in an FAA certified facility, in which case release will be accomplished by
an FAA or service of origin inspection, as appropriate. See Tables 701-11 and 701-12 for addi-
tional terms and conditions for aircraft ferrying. These terms and conditions are provided for
illustration and may be amplified to comply with specific sale requirements.

(b) Surface Transportation. Aircraft not to be restored to the criteria
in paragraph H.1.b.(5) above will be sold with the understanding that they will be delivered to
destination by surface transportation only.

©) ditional Terms and Conditions. Additional terms and con-
ditions for transportation and services which may apply in certain cases are at Table 701-13.

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

d. Qualifications Regarding P&A Data. There must be as clear an
understanding as possible of the limitations of the validity of data included in the LOA; much of the
general conditions of the DD Form 1513 is designed for this purpose. However, any of the
following data which is pertinent to the case must be provided as "Notes" to the LOA.

(1) Any deviations or substitutions to quantities or equipment which was
included in the foreign country or international organization request for LOA, with explanation for
the deviation or substitution,

(2) The last date of validity of either price or availability data included in the
LOA, with an explanation of the reason why, if the Offer is time-sensitive. Even though each

" Offer carries an expiration date, it is important that the purchaser be aware of any criticality in that

date.
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(3) Any particular reservations regarding the price quoted in the LOA should
be noted and explained.

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

e. Personnel Movement to and from Country. Cases which provide for
the provision of technical assistance services, either by contractor or military personnel, should
specify to the extent known:

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

(2) Planned date of arrival in-country.

(3) In-country destination and "home station."

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

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

¢ n .
p L whil Agreements Regarding Status or Facilities for USG or Contractor he Host C :

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

consulted to provide the sahent agreements which protect that status of U.S. personnel in a given
country.

2) mple Terms an nditions. Table 701-14 sets forth sample
terms and conditions which can be used as a guide for negotiating agreements with countries on
programs involving the introduction of substantial numbers of contractor personnel. These
conditions may be used as a guide in developing similar agreements for countries for which no
Status of Forces Agreement (SOFA) exists. Where a SOFA exists, references should be made to
the SOFA.

3)

i Table 701-14 also provides examples of certain actions which
must be taken by the purchaser to insure success of the program, in terms of facilities, services, or -
persorinel. These actions will vary from program to program. It is essential that the responsi-
bilities of the U.S. Government and the purchasing nation be clearly and completely delineated as a
part of the LOA or its attachments.

g. Memorandum of Understanding or Statement of Work. Major FMS
undertakings may call for a MOU, or detailed Statements of Work (SOW), before they can be
‘undertaken by the USG. Such documents should be made an integral part of the LOA by reference
on the DD Form 1513 and, where appropriate, should be attached to thereto.
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h. Schedules of Personnel Training.

(1) Schedules Included in DD Form 1513. LOAs which call for

training of foreign personnel, should include firm scheduling of personnel into specific training

courses. When this is not feasible, LOAs should set forth training plans and schedules in general

terms, and should include information required to arrange for definitization of specific training
requirements at a later date.

(2) Purchasing Nation's Responsibilities. LOAs must specify pur-
chasing nation's responsibilities such as providing pay and allowances, housing, qualified
students, and any required supervision thereof.

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

i. Logistics Information.

(1) Supplemental Conditions to DD Form 1513. The sale of weapons
systems normally requires the establishment of understandings between the USG and the
purchaser regarding logistics arrangements and support. This subject must be addressed in,the
"Supplemental Conditions"” to the LOA to delineate USG responsibilities, specify the type of
equipment being provided, identify subsequent actions which must be taken by both the USG and
the purchaser, and occasionally to advise the purchaser of the nature of procurement action which
will be taken.

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

(3) Logistics Conferenc r_Si rveys. LOAs will include the
requirement for, and scheduling of logistics conferences or site surveys for the purpose of
definitizing procurements of spare parts and support equipment, when applicable.

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

one.

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

(6) S_Q_Q__S_Qu_r_c_e_ﬁg_guzgmem If the purchaser has specifically requested
that procurement of a particular item is to be provided from a sole source, the designation will be
addressed in the "Notes" to the LOA. (See Chapter 8, Section 801, paragraph 80102, for Sole
Source Procurement Provisions.)
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(7) USG Intent for Maintenance Support Plans. Any USG intent to
develop logistics or maintenance support plans will be specified in detail.

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

(9) Critical Long lLead Items. Insofar as possible, the LOA must
identify, by line item of equipment, any critical long-lead time items of spares or support
equipment which must be procured in advance of the definitization conference, to insure in-country
loglstlcs support of the weapons system by its scheduled delivery date.

<

j.  Financial Information. (Also refer to Section 702, this chapter)
(1) Einancial Annexes.

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

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

1. Include specific calendar dates when each payment is required.
2. Include specific amounts due on each calendar date. These

amounts will be equal in total to the amount reflected in the estimated total cost block (26) of the
LOA for the case involved. ‘

k. Condition of Equipment.

(1) Condition Must be Specified. The LOA must include information

which makes clear the condition of any equipment furnished from U.S. Government inventories;
the purchaser must not be surprised or disappointed if receiving equipment is in less than "like
new" condition. Any known limitations in condition must be specified in the LOA, using codes set
forthin Annex A of the DD Form 1513.

(a) Inspection. It is highly recommended that a purchaser inspect, in

advance of receipt of a LOA, major items and quantities of excess equipment being sold in "as
is/where-is" condition. It also is recommended for the USG to obtain written acceptance of the

“condition of the equipment as a result of this inspection. Any such acceptance should be noted in
the LOA.

(b) Rr_g_s_e_nl_(log_dg_ﬂg_n_ The condition of equipment sold "as
is/where-is" should be identified by Condition Codes (e.g., R-4), and the LOA should include a
short note of what Condition Codes indicate.
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(c) Repair Costs. The LOA must specify that the cost of any
repair/rehabilitation of excess items is not included in the "as-is/where-is" price.

1. Identification of Equipment to be Supported. LOAs for all requisition
cases (whether a CLSSA or Blanket Order) must specifically identify the major items of equipment
being supported by the case.

m. Description of Services to be Provided. There must be a clear and
comprehensive understanding of the extent and limitations of the obligation undertaken by the U.S.
Government when providing services under an FMS case. This may require a detailed Statement
of Work for major undertakings, but can be done by providing the following information for
routine cases:

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

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

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

n. Single Selling Price. It is DOD policy to provide a single unit price for
articles offered under FMS. It is not normal FMS practice to provide a detailed description of the
components of cost included in estimated prices for line items on LOAs. There may be instances
where the provisions of such information is desirable to clarify the service to be provided. For
example, when project management offices are established in the CONUS, to insure proper
management of major FMS projects, it sometimes is necessary to provide detailed cost data to
provide the purchaser with information which demonstrates that such costs are necessary.
Furnishing any cost breakouts beyond a single unit price requires the DSAA approval.

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

. p. B u! -lnl [ I -Ic Io [ B - -I- .

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

2) mmﬂigns__[mnam. The LOA will contain sufficient
information, either by "Note" or by reference to DOD instructions available to the purchaser to
enable the purchaser to initiate and route requisitions correctly.

(3) Repair and Return. The LOA will also contain sufficient disposition
instructions for articles (owncd by the purchaser) being returned by the purchaser to the CONUS
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for maintenance and repair services. To the extent possible, purchasers will be encouraged to
provide estimated repair schedules for inclusion in the LOA.

o Indemnificati | A . f Risk.
(1) Indemnity Clauses.

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

(b) If additional indemnity clauses are required for transportation, Tables
701-11 through 701-13 provide the pertinent clauses which should be used.

(2) Ammunition Sales. When a sale of ammumtxon is rcquested DOD
components should include the following note on the LOA:

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

r. Absen f ecific Information.

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

(2) Follow-On Communication. The LOA should include mformanon
sufficient to establish follow-on channels of communication between the purchaser and the USG
component responsible for implementing the FMS case.

s. Patent Rights. In the event that an individual, commercial entity or foreign
country should assert ownership of a foreign patent on an item intended for sale or being sold
under FMS, and there are reasonable grounds for the belief that a purchasing country or
international organization may be subjected to a possible claim for foreign patent infringement,
DOD components in coordination with DSAA, are authorized to make such a sale, provided a note
is added to the LOA for the FMS case advising the purchaser of the existing allegation of a foreign
patent right. The note should read substantially as follows: "(Name of individual, commercial
entity or foreign country, and address,) has alleged rights in certain components of the (Name of
FMS item) offered herein. In this connection, the Purchaser's particular attention is invited to
Conditions A.3 and C.1 on Annex A to the DD Form 1513."
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t. Security Assurances. One of the following notes should be included in all
LOAs, as appropriate:

(1) LOAs with Foreign Governments.

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

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

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

3) i k

ifi iel. When the purchaser proposes to take delivery and custody
of classified materiel and complies with the provisions of Chapter 5, Section 501, Paragraph
50111.C.1. and Chapter 8, Section 802, Paragraph 80206.B.9.(a) and (b), the DOD component
will incorporate the transmission instructions (an alternate for shipment of classified materiels) or
the requirement for an approved transportation plan (see Table 503-4) into the security require-

. ments of the U.S. Department of Defense Offer and Acceptance (DD Form 1513).

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

v. Retransfer of Defense Articles. All LOAs for the provision of defense
articles on the USML will include the note identified below. This requirement also applies to any
amendment adding USML defense articles to an existing LOA. LOAs limited to services should
not include this note. '

Note, Effective 22 December 1987 Sec. 562, P.L.. 100-202 (FY 88 CR), amended Section 620C
of the Foreign Assistance Act of 1961 with the following provision which applies to this Letter of
Offer and Acceptance:

(E)(1) Any agreement for the sale or provision of any article on the United States
Munitions List (established pursuant to Section 3B of the Arms Export Control Act)
entered into by the United States after the enactment of this provision shall
expressly state that the article is being provided by the United States only with the
understanding that it will not be transferred to Cyprus or otherwise used to further
the severance or division of Cyprus.

(2) The President shall report to, Congress any substantial evidence that equipment
provided under any such agreement has been used in a manner inconsistent with the
purposes of this subsection. !

3. llqcumgnm_tg_b.LLnghmgd_ﬂnh_DD_EQLm_lm
a. Financial Analysis.

(1) Purpose. The purpose of an analysis is to permit all approval echelons a
review for completeness and accuracy of financial data. The Financial Analysis will accompany
the LOA or amendment throughout the coordination cycle but will not be submitted to the
prospective purchaser. The DSAA Comptroller will provide a copy of the Financial Analysis and
LOA to SAAC after countersignature.

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

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

- (b) Recoupments of nonrecurring RDT&E and/orproduction costs.

' (c) Asset use charges (including contractor rentalpayments for USG-
owned plant and production equipment).

(d) A total line value of $14.0 million or more.

(3) Exceptions. A Financial Analysis is not réquircd for the following:
(a) Individual line items of $50,000 or less.
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(b) Line items where the only applicable cost factor is thc one pcrcent
asset use charge applicable to issues from stocks.

(¢) The Financial Analysis is not required for training, services, or
secondary/stock fund items. .

(4) Data Required. The following information will be included:

(a) Case designator, line item and complete descriptive data relative to the
item or service. .

(b) Source of the article. Examples are:

1. Excess inventory.
Inventory (without replacement).
Inventory (replacement with same item).

Inventory (replacement with improved item).

Mo N

Production.

(c) Source of price estimates. Examples are:
1. Prime contractor quote.
2. Prime and GFE contractor quotes.
3. Standard price.

4. DOD component estimate without contractor participation, based
on recent sale or similar experience, or in accordance with DOD 7290.3-M. [In this connection,
notice should be taken of Section 25.7303(A)(2) of the DOD FAR Supplement concerning the -
participation of the procuring contracting officer in the preparation of P&A Data and that the
provisions of this section are complied with.]

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

1. Agent's fees or commissions included in the FMS case and the
amqunt thereof. The DOD component certification of reasonableness in accordance with Subpart
3.4, FAR and DOD FAR Supplement, Section 25.7305(B) must be attached. If the fee cannot be
or has not been certified as reasonable, the DOD component notification or proposed notification to
the foreign country or international organization should also be attached for information or
coordination. See Chapter 8, Section 801, paragraph 80103, this Manual, for further guidance.

2. Inclusion of nonrecurring RDT&E and production cost recoup-

* ment in accordance with DOD Directive 2140.2.

3. Inclusion of adjustments for estimated inflation or other risk
factors.
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4. Replacement cost in accordance with the provisions of DOD
7290.3-M. :

Asset use charge as described in DOD 7290.3-M.
First destination transportation costs.
Recurring support costs.

Unfunded costs.

o ke N By

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

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

: (e) Sources of data used to make any of the above adjustments and their
application to the case.

() A comparison of LOA prices with budgeted or ongoing DOD com-
ponent procurement prices; €.g., the Selected Acquisition Report (SAR).

(g) Source for Schedule of Payments, including estimated date of con-
tract award. -

(h) A comparison of LOA prices with all other LOA prices for the same
item within the previous twelve months. This comparison should not be limited to sales within the
same region. _

(5) Format. Table 701-4 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.
Selected LLOAs. The purpose of this worksheet is to provide the Director, DSAA with
information concerning the implementing agency's determination of and plan for the collection of
an appropriate amount of funds to cover the liability that would accrue to the USG should the sales
agreement be terminated prior to normal completion. This worksheet is for internal management
purposés and normally will not be furnished to the purchaser of the defense article or service.

Note: For amendments and modxﬁcatxons exempt from countersignature, implementing agencies
should provide copies of Termination Liability Worksheets (TLW) directly to the DSAA
g Comptroller (FMD) and SAAC (FSRC). - -

(1) Offers of $7 Mllhgn or More. LOAs with a total case value of seven
mllhon dollars or more will be accompanied by a TLW 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.
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(2) Information to be Included. The following information will be included
on the worksheet:

(a) Deposit Date. Normally quarterly, in accordance with the schedule of
payments.

(b) Total Payment. Amount required to be deposited for both disburse-
ments and reserves.

(c) 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).

(d) Reserve Requirements. Amounts required to be collected in advance
and held in reserve during the period covered by the scheduled payment (i.e., the next 3 months
after payment date). Reserve requirements consist of:

1. Contractor Holdback. Amount earned by contractors or suppli-
ers during the period.

2. Termination Liability. Amount required to cover the financial
liability of the USG should the contract be terminated during the period.

(3) Format for Use. Table 701-5 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.

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

(a) CLSSA (FMSOI and II).
(b) Blanket Order.
(c) Other equipment or services; i.e., Source of Supply "S".

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

(e)  Cases with payment term "Cash with Acceptance.”
- (5) Distribution. Implementing Agencies will provide two copies of the TLW
with each applicable DD Form 1513, 1513-1, or 1513-2 presented to DSAA/COMPT (FMSCD)
for countersignature. The two copies will be attached to the cover letter forwarding the 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 receipt of the LOA and T/L worksheet, SAAC should ensure that the T/L worksheet is
separated from the advance LOA copy and retained after the purchaser-signed copy is received.
‘The T/L worksheet must be loaded into DIFS prior to implementation of the case, amendment, or
modification.

Note: For amendments and modifications exempt from countersignature, implementing agencies
should provide copies of T/L worksheets directly to the DSAA Comptroller and SAAC .
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(6) Quality Control. Implementing Agencies must ensure that adequate quality
controls exist to assure the mathematical integrity of T/L worksheets Termination
liability/contractor holdback reserve requirements must be projected to liquidate by the last
scheduled payment.

NRC Recoupment Summary. A data sheet in the format of Table 701- 6
will be 1nc1uded with all LOAs to identify whether NRC Recoupment Charges are included in the
LOA. DSAA will review this information and forward a copy to SAAC for information.

Note: For amendments and modifications exempt from countersignature, implementing agencies
should provide copies of the NRC recoupment summary worksheet directly to DSAA Comptroller
and SAAC.

1. DOD_Component Coordination. All LOAs and LOIs should indicate a
coordination by the comptroller and legal counsel of the appropriate DOD component.

2. DSAA Coordination. DSAA coordination will be accomplished by the Opera-
tions Directorate (DSAA-OPS) on 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 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).

J.  Countersignature. All LOAs and LOIs require DSAA countersignature. All amend-
ments and notices except as specifically exempted in Chapter 8 also 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.

1. 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.

-2, Return to Preparing DOD Component. Subsequent to DSAA coordination
and processing, the DSAA Comptroller will: countersign the document and return the original
copy to the originating DOD component for onward processing to the prospective purchaser;
forward a copy to the SAAC with the T/L worksheet, NRC recoupment worksheet, and financial
analysis, if applicable; and retain a copy in order to enter the appropriate information into the
DSAA FMS data base.

K. Incomplete Documentation. FMS transactions submitted for DSAA countersxg-
nature which 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 should be referred to the Director or Deputy,
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DSAA-OPS. DSAA-OPS, following its review, will coordinate with the Comptroller. If
approved, the transaction will be processed and countersigned.

L. DD Form 1513 - Duration of Offer.

1. [Expiration Date on Offer - Standard. Each LOA will include the date upon
which the offer expires. When the LOA is forwarded to the DSAA, for coordination and/or
countersignature, the date (Block 7) should be completed along with the signature and typed name
and title of the DOD component authorized representative. Additionally, Block 8 should contain an
expiration date of 85 days after the date placed in Block 7. 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.

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

M. Acceptance of Offer. The purchaser should complete the acceptance portion of the
DD Form 1513. The form should be signed, dated, and copies forwarded to the MILDEP and to
SAAC along with any required initial deposit before the expiration date listed on the LOA.

1. Requests for Extension. Requests by the purchasers for extensions to
expiration dates will be honored only after a full review by the preparing agency to insure that all
data included in the LOA 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.
SAAC and DSAA should be provided an information copy of the message. All concerned should
be advised of the consequence of extensions. Normally, the greater the period of time between
offer and acceptance the greater the likelihood of decreased accuracy of the P&A data contained in
the LOA.

2. Receipt and Recording of Acceptance. When the LOA is accepted, distri-
bution 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).

3. SAQ Notification of Acceptance or Rejection. Each SAO will immediately
advise DSAA (Comptroller), SAAC, and the MILDEP issuing the LOA by priority message when
each L OA has been accepted or rejectcd by the foreign country or international organization. In
those instances when the LOAs are processed by the foreign country or international organization
not served by SAOs, the LOA will have an annotation requiring the signature authority to
immediately notify DSAA-Comptroller, SAAC, and the appropriate issuing organization by
message when the LOA is accepted by an authorized representative of the purchaser. Each
message must contain the date of acceptance. Within five calendar days of acceptance or rejection
of the offer, DSAA, SAAC, and the issuing organization must be notified. If such notice is not

‘received within ten calendar days after the expiration date, the LOA, even though accepted, will be
automatically cancelled.
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4. Pen-and-Ink Changes - DD Forms 1513 and 1513-1. Pen-and-ink
changes are modifications to a DD Form 1513 or DD Form 1513-1 authorized by the issuing DOD
components prior to acceptance of the document. Pen-and-ink changes should be avoided to the
maximum extent 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 CD, 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-Comptroller, FMS CD. Extensive changes must be made by
issuance of a new or restated DD Form 1513 or DD Form 1513-1 (after acceptance of the basic
case) rather than by a pen-and-ink change. Copies of all DD Forms 1513 and DD Forms 1513-1
(including revised TLWs, if applicable) that have been modified by authorized pen-and-ink
changes must be disseminated to the required organizations (for example, SAAC).

N. Add f Militarv Depart Central Activities R ible for FMS

1. Army: Department of the Army
U.S. Army Security Affairs Command
5001 Eisenhower Avenue
Alexandria VA 22333-0001

2. Navy: Department of the Navy
Navy Office of Technology Transfer and
Security Assistance
Washington DC 20360-5000

3. ir Force: Department of the Air Force
Director of Military Assistance and Sales (AF/PRI)
Headquarters, U.S. Air Force
Washington DC 20330-0001

701-17




DOD 5105.38-M

. _ TABLE 701-1
- United States Department of Defense Offer and Acceptance (DD Form 1513)

UNITED STATES DEPARTMENT OF DEFENSE (1) PURCHASER (Neme ond Addrem) (2ip Code)
OFFER AND ACCEPTANCE

2) PURCHASER'S REFERENCE | L3} CASE IDENTIFIER

OFFER

Pursusnt 10 the Arme Export Control Act, the Government of the Unisd S1atee (USG) hecsoy olfars 10 esll 10 the sbowve purchesss the detenss srtr-
cles and debunse services 1u1ed below (Mrsinatier relsired to collectively o4 “items’ and Individually se “defenss erticies™ or “defanse servicas’), wb-
<1 10 1N 18 contamnad heren end CondiOns 8% 10vth in Annes A, snd 10 such other peciel e snd cOnditions which mey be & pert af, and
ppendnd W0, the Otter and Acosplance,

(L] (L]
Gignatisre (U Dupl/Agonsy Authorisad Rapresenioiive) (O/fiee of ihe Co DRAA) (Detes
(L) (11
Tyoad Neme snd Title Typed Noww end Tide
18} ADDRESS: {11) DBAA ACCOUNTING ACTIVITY
171 DATE:

(8} TriS OFFEA EXPIRGS:
NHOTE: Thus olfes must e acospiod nol latar than We dats shows La block §. Wilkia (ive (B) 481 of lis sceeplanes, you must aolily the Office of ihe
D3A and

A . Wais Offer is of laitial deposis by ofteyes peading diapalion lasirusticas shall nel be desmed o
wiver of such cancelislion. Meqest Jrompt aotificatvn If Lhis offes l 1o,
. e ESTIMATED Avar A< ogn | oa
on 1108 OAECINP 110N war wuly A | uveny
- Hiatmng Mo & Aumber oF Ano tast | Team
! 0 o vty QuantiTy | sdue wal CosT TQtad Cany tamanay | coot | coon
o " (] " [ i e (L)) un
1) ESTIMATED COST ]
Q2 ESTIMATEOD PACKING, CRATING, AND HANOLING COST s
23} ESTIMATED GENERAL ADMINISTRAATIVE COSTS F
{24) ESTHAATEQ CHARGES FOR SUPPLY SUPPOAT ARRANGEMENT |
26} OTHER ESTIMATED COSTS
{Seevify) s
{26) ESTIMATED TOTAL COSTS 3
an TeAMS (28) AMOUNT OF INITIAL DEPOSIT - §
-,
ACCEPTANCE .
291 1om s duiy ol the ot 133) MARK FOR CODE

. arst wpon bttt of | 134} FREIGHT FORWARDER COOE
(61 PROCURING AGENCY

eG Governmend, accept this of fer under the L91me $nd CONAILIONS CONLBINEC

herain (30) the dey of 10| 136) OESIGNATED PAYING OFFICE

un - 137} ADDRESS OF DESIGNATED PAYING OFFICE
SIGNATURE

3

TYPED NAME AND TITLE

: DD L2025, 1513 wweem e e e FAGE 1 o7 PAGES
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" TABLE 701-2
-General Conditions

GENERAL CONDITIONS Annen A
A, THE GOVEANMENT OF THE UNITED STATES:

Agives 1o furinh m.n ens fom ds Departinens uf Defense (her "DOD™) siucks snd resuurias, of 10 PIOCUIe
them yader 1erma amd wiih LOD and p ymnum. (.u the Pwcharer, the DOD shell, in genera)
ateploy the site CuniTect deusas, mc “wine cuniradt , and the seme g ar would be wsed (n procunng for itself,
CniePt o1 LB rnIng fequericd Dy (1he Pusihisscs and as ageed 1w Ly the DOD. Unless the purchaser has requested that & sole Wource contiacior be
Jdesignated, end tha Le of Olter 8nd Acceptence reflectsy acvepranne ul such dengnation by the DOD, the Puschaser undeisisnds 1hat selecton

b the cuntisstus source to Nl 18 Teyadsment 13 doicly 1he respuastbitity of the Goverament of the United Scates (Berelnalter refacred 10 o8 "USG").
Fusthes, the Puscheser agsees What e Uiitad Siates Dub ia solely seep tar the sms aag of all ecesary to
sQuutinenis W the Lattes of Offes.

Iruely nuuce @p1 1o the eaxternd pondle 10 obien any wular of wpesial cone

. The USU Jurther agicad tu exerving, wpon the Purchaser’s request, any figlis (including
wastetitaes) the USL iia) here wndes aa) cunirect conneuted with the prucuraanent of say wems. Any sdduivnal cost
PLOYIOOY uf waEts v, ue the gaeraine of nglily vader such PEoviswns Ur warfaniies, o a0y othes rights
¢ USG tha) have under suy cuntiact sunnecied with i procuremens of ue shall be chuged 10 ihe Puschases,

Yo, Shail, unicta cuadiiun B uiherine spevilied herain (e
DOV Uk whieh sre Jainaged of fumid 10 be defective 10 reapect uf m
Prat 1o peasge of tille, of fuund 10 be defeclive u Jesgn tu sunh & de,
were designed. Qualitied represatatives of the USG
Uability of the USG he

o A ) 1epau OF feplace al AG ERIED Jdelenpe lllkldl nuppln-l from
terual of worknianshinp, whea ot is bluhed (hat these s enuted
ihst the iteais cannul be wied a1 all (0r 1he purpuse fue which they

d uf the Puschawer, upon puisusnt $u b 1.4, Deluw, shall agiee on the
unda end the Carrective steps 10 be tahen

b. Walls seapest b e b Ptusured (01 sale 10 the Fuclwser, the USC agrees to eaercise wamanties un bedalfl of the Purcheser pur-
tueif 1y AJ. aDOYE tu bsewsy, tu the dalent pruvided by ihe warisaly, replacament oc correction of such iems fuund 10 be Jdefeciive,

. b aaditan, the USG watranty the titie uf ol Meins sold (o the Puss
thuse spectfivally st furth Refein, In partivular the USG Judl
aunulaiuse by ur fus Purcdasat vuiade the Uinited Siaie of ieny

ar hereunder. The USG, huwever, mahes Do warcenites osher
¢ any Lebiity resuliing fTum pasent infringement gccasoned by the wae of
tupplicd hefvunder

AGvins tu Jehver qnd b Litde (6 Ghe fteaw 16 (he Puschaser o1 the initie) puint of shipment unless otherwise specilied in ths Offer
stinbes procused (05 sale 1o the Purchaser, this will aumaliy b ¢ manulaciurens’ tuading facibities:
spet tu leuse arbicles tugsnbied frum wocks, this will surnially be s the U.S Jepol Astiches will be pached, crated us otherwise prepered

sent Pinnt to Lhe 10 wer I ol Delivery ™ o apevitied utherwine than the intial puint of Jnpment, the supying bibiiagy
meal uf Ihe itene 1o the authonced delivery POLDL AS feimbUrsable bermce bul will pass U
e tastial ot ul hipinent. the UG disclasmis any Labilly fur demase 07 luss 10 (he items UICUNTed afier pasage of UUIS LiTespectve of wheidst ‘
UnRAPI ALV U by cumBun camer of by the U.S. Ueicnse Transportation Srsten,

3. Adrises Lhet:
h The peice vt s fu Be procured Wil be ot thew 1utsl vust 10 the USG Uniess atherwise apecified, the cost estimatey of items 10 be

Prusured, s ailabiity deretmunsiion, pay ent schiedule, sud delivers POseciom quuicd are eslimates based on cwiteal avaiiable daty. The USC will
was 18 Dest Slluiiy tu edvise the Purchaser of s suibusiied reprasenisiives by DD Form 15133

Uniless otherwue speiilwed, USG standatd ilems will be furaished swihout regard 10 made o7 model.

A1) ul eny Wentitable cust InGIeuie thet DIGRE fenult 10 a0 Jncreass o thie “Ratu

ed Total Coms™ in eacess of 10 percent:
(1) ofany cdwnges in the peyment schedule(s). and
(3} ul a0y Jeiays which muight signdicanid) affect 1he estimaied delivery dates;
But 1s (auure 10 30 advae ol 10 abuve shall nul affect the Purchawet’s ubligaiien uider patagiaptn B L. and 8.3 below, -
< The USG wall, huwever, use ila beat «ffurts (o Jelives iems of tender seivices (07 the anuunt and al the times quoted,

. Usder unususl and compelhing sucumsianses wheo the natiunal interest of 1t United Stater o requises, ihe USG txservey 1he right 10
caudel ur suspend all ur part of 1his Ofter and Acveplencs at any nme prue 1o 1he debiver)y of Jelense ssticles of perl of vervices {
staiug). The USG shall be ble fur all custy uf s ! tesuiting from canceilations o8 suspeasions under Lhus parsgaph,

? Shall sefund tu the Puicharer sny pu) meats receaved hateunder which prove 10 be 1n excess of 1be 1
petfutmance ul tha Offer and Acceprance, o We nul fequised 1u Cuver asrcarages ua other open Ofls

i total cust uf deliver) end
and Acceplances of the Purchaser.

s Advier (et penunicl perturining Seleiae tervices prustiled under tlus (T s0d Accepiance will not petform any duties of & com.
Bataint noture, hcludug 30y duties 1elating 1 11, L adrning, of uiheraise providing saistance regarding combet activiiies, uultide mu Uasted
Stales w coRBeton with the perfurmance of (hese defonse servives.

v, Adviies (hat 1 the ansignment uf vinpluy ment of United Sistes personact fur the perfurmance of sbis Otfes 3¢ Acceplanse, the USG
will UL 18R LNIU acCount fave, Teligiun, Aatonal Wiigin T sea,

('8 Advues (hat, nutwithyaading Purcluner’s agfeeient 10 pay teresl 00 aay nei anmount By which Putchaser ma) Be in serenss 0n pays
3 (s pruvided Tur w pasegraph 8.0 g below), USG funds will not be used fui dnbusseimeann by DOD 1o ity cuntrectors in {he event of any
ik astean 1 parmnents, Accurdingly, fadure Dy the Pucluser tu atske 1mely paymenis in the smvunls due may fesult in Jalays 10 conirect per-
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tecnnetiun lisbiiny tue Digach ol sontract us termuaiiug of cuntiacts by (he USG under 1his or uiher opan Offers and Accepiances of the Puschiaser
ot Pucharer's capense,

a. THE PURCHASER:

e
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Agrees, i
s e 1o tusie by the USG fuidtedn
Wes a1¢ BSIag s eted, aid any dar
Paclmane’y 2o .(Ihlwu wl tha Offer
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