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work with DISAM to make certain the changes are added as we expect. 
The proposed cover Letter of Transmittal at the Signature Tab is 
needed to complete the package. 
Recommendation. Sign Letter of Transmittal at the Signature Tab. 
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DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, DC 20301-2800 
15 January 1991 

FOR CHIEF, COMMUNICATIONS MANAGEMENT DIVISION, OUSD(P) 

SUBJECT: Request for Use of Express Mail 

This request is provided in accordance with the Policy 
Cluster Postal Guide, June 1989, in order to justify use of USPS 
Express Mail. The Pentagon Post Office has previously confirmed 
that Express Mail is available to the destination zip code. 

The document to be mailed contains DOD input for a 
substantial change to a Department of Defense Manual which is 
expected to be published by early March 1991. In order to meet 
this schedule, the 110-page draft must be converted to final 
copy, edited, graphics completed, and all data released to the 
publisher as quickly as possible. It is also important that the 
document not go astray in the mailing process. Fast and 
verifiable mailing is required to avoid a gap in the preparation 
process and to help ensure that the change is published in time 
to meet commitments. 

psrmo 

Susan Ludlow-MacMurray 
Chief, Management Division 

Operations Directorate, DSAA 



DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, DC 20301·2800 

Letter of Transmittal 

The attached Change 3 to the 1 October 1988 SAMM 
should be reviewed as it is added to the manual in order 
that changes to current policies and procedures may be 
noted. 

Your suggestions for improving the manual continue 
to be welcome. Any recommended changes may be submitted 
as discussed in Chapter 1, Section 10008. 

Attachment 
As stated 

GLENN A. RUDD 
ACTING DIRECTOR 
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DOD 510S.38·M 
20202.B.7. 

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 Foreil=" 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 Manaa=ement. 

1. Recoyery 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. administering 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. Payment in u.s. Dollars. Sales may be made under FMS only if the eligible 
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 nonnally 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 received from FMS and from repayments 
of FMS credits shall not be used for financing new credits or guaranties. (Sec. 37, AECA). 

202-4 Change No. 2, 2 July 1990 
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PROPOSED CHANGE TO DOD S10S.38-M, SAMM 

Section 20202C.3.e. Change to read as follows: 

e. Air Travel. Military and civilian individuals who are 
travelling to and from a foreign country on SA business, 
whether the travel is financed by FMS administrative funds, 
FMS LOA funds, or FMF funds, should utilize a U. S. 
commercial air carrier, unless one of the two exceptions 
described below applies. In the absence of one of these 
exceptions, the SA traveler is required to use the same 
commercial carrier, routing, and class of service that the 
transportation officer requires of other DoD travelers. 
Waivers from normal travel procedures will be granted SA 
travelers on the same basis and in the same manner as 
provided for DoD personnel traveling on regular defense 
business.· The following exceptions to this general guidance 
apply: 

(1) Members of the U.S. Military Training Mission 
(USMTM) to Saudi Arabia and some other FMS-funded 
organizations in Saudi Arabia have been granted blanket 
authority to travel first-class within country on Saudia 
Airlines. This is necessary because only a first-class 
ticket guarantees a seat on Saudia Airlines. 

(2) In those instances where (a) the travel is being 
charged to a specific FMS LOA which is wholly financed with 
customer national funds and (b) the LOA provides for the 
utilization of a designated air carrier whenever possible 
and authorizes a class of service other than economy (or the 
FMS customer has dictated these travel arrangements in a 
separate written document such as a memorandum of agreement, 
etc.), the military or civilian traveler is expected to 
comply with the contractual arrangement. (NOTE: Insertion 
of designated foreign air carriers in new FMS LOAs wholly 
financed with customer national funds is discouraged unless 
the customer insists.) 

~: ~."'rn~ ~~ 
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TABLE 600·2 
FOREIGN COUNTRIES AND INTERNATIONAL ORGANIZATIONS ELIGIBLE TO 

PURCHASE DEFENSE ARTICLES AND DEFENSE SERVICES 

AFRICA 
Benin 
Botswana 
Burkina Fuo 
Cameroon 
Cape Vade 
Central African Rep. 
Chad 
Djibouti 
Equatorial Guinea 
Gabon 
Gambia 
Ghana 
Guinea 
Guinea-Bissau 
Ivory Coast 
Kenya 
Liberia 
Madagascar 
Malawi 
Mali 
Mauritania 
Mauritius 
Mozambique 
Niger 
Nigeria 
Rwanda 
Sao Tome end Principe 
Senegal 
Seychelles 
Sierra Leone 
Somalia 
Sudan 
Tanzania 
Togo 
Uganda 
Zaire 
Zimbabwe 

EAST ASIA 
AND PACIDC 

Australia Malaysia 

UNDER THE AUTHORITY OF THE AECA 

EUROPE 
Austria 
Belgium 
Denmark 
Finland 
France 
Germany (Fed. Rep.) 
Greece 
Iceland 
Ireland 
Italy 
Luxembourl 
Malta 
Netherlands 
Norway 
Portugal 
Spain 
Sweden 
Switzerland 
Turkey 
United Kinldom 

(inel Crown Agents) 
Yugoslavia 

NEAR EAST" 
SOUTH ASIA 
Aliena 
Bahrain 
Banlladesh 
Elypt 
India 
Israel 
Jordan 
Kuwlit 
Lebanon 
Morocco 
Nep.! 
Oman 
Pakistan 
Qatar 
Saudi Arabia 
Sri Lanka 
Tunisia 
United Arab Emirates 
Yemen ~Republic 

WESTERN 
HEMISPHERE 
AntiguaclBarbuda 
Argentina 
Bahamu 
Barbados 
Belize 
Bolivia 
Brazil 
Canada 
Chile 
Colombia 
Costa Rica 
Dominica 
Dominican Republic 
F.aIador 
EI Salndor 
Grenada 
Guatemala 
Haiti 
Honduras 
Jamaica 
Mexico 
Panama 
Paraguay 
Peru 
SL Cbristopher/Nevis 
SL Lucia 
SL Vincent cl the Grenadines 
Suriruune -
Trinidad cl TobaJo 
Uruguay 
Vmezuela 

Bnmei New Zealand 

INTERNATIONAL TREATY ORGANlZ&TIONS 
North Atlantic Treaty Organization (NATO) and its aaencies 
Organization of American States (OAS) 

Burma Papau-New Guniea International Commission of Control and Supervision in Vietnam 
International Commission of Control and Supervision in Laos 
United Nations (UN) and its aaencies, includinl the International 

China Philippines 
Fiji Singapore 
Indonesia Taiwan Civil Aviation Organization 
Japan iland 
Korea To N\~~ Also see Appendix D, Table D-S 

~, ""~1 
~ Sales to certain countries may have been suspended for legal or policy reasons. Any questions relative toJke 
eligibility . 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. 

CD 

-

)(..8 

600-16 Change Nt}. 2, 2 July 1990 -



TONGA 

POLICY CONSIDERATIONS 

Tonga is one of our most steadfast friends in the South 
Pacific. Our IMET program allows us to provide needed assistance 
to a reliable, friendly nation which actively supports a U.S. 
presence in the region and which has welcomed U.S. ship visits 
warmly. IMET is designed to enhance the military and 
professional skills of Defense Force personnel at both the 
officer and enlisted levels. Tonga has been declared eligible to 
procure U.S.defense articles and to receive excess military 
equipment through the FMS system using national funds. 

PROGRAM DESCRIPTION 

The proposed IMET program will provide technical, 
professional and managerial training for officers and enlisted 
personnel. Courses of instruction are expected to include flight 
training, military engineering, and command and staff training. 

272 



I Section 601 • Contractor Preference for Direct Commercial Sale 

60101 PURPOSE. This section pertains to U.S. contractors and DOD. It identifies the 
policies and procedures applicable to contractor requests to sell defense articles exclusively through 
direct commercial sales rather than through FMS. 

60102 GENERAL. 

A. Direct Sales Preference. As used in this section. the terms "direct sales" and 
"commercial sales" are synonymous, as are "direct sales preference" and "direct commercial sales 
preference." Direct sales preference is a procedure for recognizing contractor wishes to sell 
directly to countries approved to receive defense articles and services under the AECA. as opposed 
to Government-to-Government sales under FMS. The procedure is implemented as a courtesy to 
industry on a best efforts basis. 

B. DOD Neutrality. DOD is generally neutral as to whether a foreign country satisfies its 
requirements for a U.S. origin defense article through FMS or on a direct commercial basis. DOD 
inability or unwillingness to designate an item for direct sale preference should not be construed to 
reflect DOD preference for sale of an item via FMS. 

C. FMS Only Designation. The following criteria will form the basis for DOD 
components to recommend that an item be sold only through FMS channels: A legislative or 
Presidential restriction; DOD policy (e.g., NDP-l); international agreement; or a U.S. force 
interoperability or safety requirement. These criteria will be administered within DOD by DTSA 
through the export licensing process. Recommendations based on these criteria must be fully 
supported. Disagreements may be reconciled by DTSA or referred to the appropriate DOD element 
for resolution in accordance with NDP-l /fi1f DODD 2040.2, oJ'\ 1)0 t>t:> 5\,;1-0. 4~ • 

D. Concurrent FMS and Direct Nel:otiations. DOD Components will not, except 
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. Procedures in this section 
are designed to avoid or control such studies. 

E. USG Approval of Direct Sales. Agreement by DOD to notify a country of direct 
sales preference does not constitute a commitment by the USG that a munitions license will be 
issued or that the use of USG-owned plant and production equipment will be authorized. 
Disapproval of a contractor request for this preference does not prevent approval of a munitions 
license for a specific sale or of a contractor request to use USG-owned plant and production 
equipment 

F. Sales Activity Communications. In implementing these procedures, each DOD 
Component processing LORs or LOAs will keep other Components informed of significant 
commercial sales activities. 

G. Preference Life Span. Direct sale preference designations will normally be valid for 
three years. Confirmation that the article still qualifies will be accomplished prior to reinstatement 
or designation beyond three years. The responsibility to request continuation of the direct sale 
preference designation rests with the manufacturer of the article. 

H. Active Preference Summary. During January each year, DSAA will provide to 
affected DOD Components a list of approved direct sale preference articles and their commercial 

601-1 oc::::-Change l<Q'o. 3 
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'. DOD SlOS.38·M 

producers. DOD Components will use this list and the notifications provided at the time each direct 
commercial preference is approved in evaluating requests for P&A or an LOA for the articles. 

I. Indiyidual Proposals. If a request is received by DSAA which does not qualify for 
direct sale preference but identifies negotiations with one or more foreign countries, consideration 
will be given to preference for the transaction. A copy of the request for a price quotation from the 
country must be included. These notifications will be listed for one year as an appendix to the 
active preference summary. 

J. Extent of DOD Commitment. The process outlined in this section is a best efforts 
commitment by DOD to comply with industry preferences. Failure on the part of a DOD 
Component to comply with these procedures will not invalidate any resultant FMS transaction. 

60103 GUIDELINES. The following should be used to help select defense articles for 
which direct commercial preference will be requested and determine when the preference will be 
applied: 

A. Defense Article Exclusions. The following will not be designated for direct sale 
preference: 

1. Article provided on FMS LOA non-defined (dollar) lines or not significant military 
equipment on the USML. Automated procedures for supply under CLSSA, BO, CSP, or other 
dollar lines do not lend themselves to the manual process through which direct commercial 
preference operates. 

2. Two or more producers qualified and capable of producing the defense article. This 
is to avoid guiding purchasers to one manufacturer of an item when there are other qualified 
producers. 

3. Classified article. In most instances, for security reasons, classified articles require 
special handling which may not allow DOD to agree to a direct commercial preference commitment. 

4. Ammunition above 4Omm.' 

5. Article which includes GFE, including GFE manufactured in a Government
Owned, Government-Operated (GOGO) facility, unless authorized for sale to U.S. firms under 
DODD 4175.1. Controls for these items needed to sustain a surge production capacity are more 
difficult to manage under direct preference. 

6. Article where supply exclusively through commercial channels could reasonably be 
expected to adversely effect: 

a. Deliveries to meet DOD, including FMS, needs. 

b. DOD stockage levels (e.g., a substantial excess condition exists). 

7. Article required in conjunction with a system sale. 

8. A service. The difficulty in defining services to ensure equitable treatment of 
potential contractors normally prevents approval for direct commercial preference. 

B. Specific Sale Exclusions. Under one or more of the following conditions, items 
which have otherwise been approved for direct sale preference may be sold through FMS 
procedures: 

601-2 Change No.3 



DOD 5105.38·M 

1. Sales to the Governments of Thailand and the Federal Republic of Germany. These 
countries have requested and been granted exceptions to purchase, via FMS, articles and services 
designated for direct sale preference. 

2. The sale is financed with MAP funds. 

3. The item has unallocated SDAF or DOD long supply (including MAP disposable) 
stocks and, in the judgement of the DOD Component concerned, reduction of the stocks is 
desirable. 

4. Transfer through commercial channels could adversely effect deliveries under 
existing contracts. 

5. The sale is approved by the Director, DSAA. 

60104 COMMERCIAL SOURCE RESPONSIBILITIES. The manufacturer must 
inform DSAA Operations Directorate that it believes it is the sole U.S. producer and prefers to sell 
an SME item on a direct commercial basis. The notification must provide the following: Article 
designation or nomenclature, military model number and NSN (if available), date and number of 
the most recent contract with DOD, and the DOD recipient under the contract. 

60105 DSAA RESPONSIBILITIES. DSAA will determine whether an article is to be 
designated for direct sale preference based on the request of the manufacturer and information 
provided by the cognizant DOD Component. The DOD Component will be provided an 
information copy of the response to the manufacturer with instructions regarding processing of 
requests for articles which have been designated for direct sale preference. 

60106 DOD COMPONENT RESPONSIBILITIES. Correspondence pertaining to direct 
commercial preference should be coordinated with DSAA-OPS. 

A. Reguests for Preference. DSAA will ask DOD Components to provide input within 
30 days for responses to requests for preference. Input should include: 

1. Confirmation that the item is SME. In some instances (e.g., certain wheeled 
vehicles), non-SME items are offered as defined lines on LOAs. Non-SME status should not 
disqualify the item from direct commercial preference consideration in these instances. 

2. Contract history with the firm. 

3. Other sources capable of producing the article. 

4. Impact of preference designation on U.S. programs (e.g., delayed deliveries or 
inability to reduce excess stocks.) 

5. Confirmation that the item is manufactured without GFE or, if applicable, the firm's 
qualifications to purchase GFE under the provisions of ~ 175.1. 

DQDP 
6. Other comments regarding whether the item qualifies for direct preference based on 

Section 60 1 03 Guidelines. 

B. P&A or LOA Requests. In addition to retaining information within SA organizations, 
notices of direct commercial sale designation should be held at the item manager level to allow 
proper screening of P&A and LOA LORs for direct sale preference. Within three weeks of receipt 

601-3 Change No.3 
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DOD 5105.38-M 

Wf!nkg At telid,. of the LOR, notify the purchaser of any direct preference, using the following 
letter or message text: 

[Company] has advised 000 that it has the capability of providing [article], which 
you have requested to purchase via FMS, and prefers to market it on a direct commercial 
basis. 

DOD has no preference as to whether this item is procured through FMS or on a 
direct commercial basis. 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. 

C. P&A or an LOA versus a Commercial Proposal. SA countries may request 
FMS data after having solicited bids from contractors. Under these circumstances, data should not 
be offered until: 

1. The country conflrms that commercial negotiations have stopped and provides 
rationale for continuing with FMS. 

2~ When considered appropriate, contractor input is obtained. Since only one source 
usually exists for direct sale preference items, it will normally be presumed that contractor approval 
for FMS sale, versus no sale, is supported; however, DSAA or the DOD Component should obtain 
contractor comments prior to issuance of P&A or an LOA where necessary to make an informed 
FMS data release decision. 

3. DSAA has determined, based on the combination of information received from the 
foreign government, and contractor when possible, whether to satisfy the requirement under FMS. 

D. Withdrawal of LOAs. Instances could arise where an SA customer received an LOA 
and subsequently solicited bids from private industry for the same item. Such action does -not 
automatically require DOD withdrawal of the LOA. DOD Components should query the country as 
to its intentions and express a predilection for withdrawing the LOA in light of the commercial 
quotation request. 

601-4 Change No.3 
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70003.B.3.h. ~\.QR .Q.AA.. ® 
h. Key factors which will effect the above planning data. for example: 

. (1) Current contract for this item expires on (indicate date) and an WA must ( 
be accepted by (indicate date) so that options can be added to the current contracUf B:R LOA is Rot '* 
aeee}3t{;Q by the iReieated date, the price ma, rise stibstafttia:Hy Md Rew Qa~ 'Hm be required } 

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

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

r:- i, EJtJ)itatioli Date. . After chis date, if the artiele/sef\'iee is still 
-tinder review, iCvised data should be Iequested. j 

;,.. j. Validity: The above infonnation is not valid for purposes of preparing an WA 
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 WA. 

j . .k': The DD Form 1513 will not be used to provide p&Jriata. ~ 

4. PiA Estimates are not Commitments. All responses for P&A data will fo 
include the following note: "The provisions of the foregoing P&A data does not constitute an 'y 
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. " 

5. A2ents Fees or Commissions. Any P&A quotation which contains agents fees 
or commissions will be coordinated with the Management Division of the DSAA Operations 
Directorate before dispatch. 

6. 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 WA 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 impr~vement 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. 

7. Response to Reguests which Involve Less than EOQ. When a request is ~ 
received for 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: 

700-8 Change No.2, 2, Jlily 1990 
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ch~e 3 
DOD MOS:3S.M 

D. Letter of Intent (L,01l DD Form 2012. 2012.1. 2012·2). (1't».,,1~ 1~()·~ 
1. Types of L0I. There are two Formats for L¢Is: The DD Finn 2012, used to 

finance procurement of long lea£(,time items prior to the issuance of an LOi{~~d the DD Form 
2012:~, used to fmance procurement oflong lead time items during the period between issuance of 
an Lq'A and acceptance by the purchasing country or international organizations. AI s 0 ...a-e. e 70002.. A • '3, 

(Table 7tJtJ-4i " 
2. Limitation of Cost or Funds. As both forms contemplate a specified dollar 

limitation upon the liability of the purchaser for the procurement of long lead time items, in order to 
comply with the requirements of the AECA, it is necessary that all cost-reimbursement contracts 

tf:~~~~oo;~~~~:e~~~~~;n~ec=:(~~~;:l~t.~~;~~~:!Id ~~~2~;~~~)~r~::~t~~~~; 
be deleted by contract amendment after the purchaser's acceptance of the LOA. 

017 2.0) 2.. - ) 
3. Approyal of ~ DSAA. Use of the DD Form 2012 does not constitute 

authorization to take implementing action under such L0I in advance of compliance with the 
statutory reporting requirement of Section 36(b) of the AECA. In the event that a D,0D component 
is of the opinion that production scheduling requirements necessitate initiation of procurement of 
long leacOime 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. 

(T~bu.. 700-5) 
b, ~ Amendment to the LO!. 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. 

5 Samele Formats. Refer to Tables 700 3, 700-4 and 100-5 

r;;. ~ DSAA Countershmature. 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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DEFENSE SECURITY ASSISTANCE AGENCY ( Ch~11. gJ 

WASHINGTON, DC 20301-2800 

MEMORANDUM FOR OPERATIONS - E (MR. WELLS) 

SUBJECT:. Proposed Change to DOD S10S.38-M, SAMM 

2 1 DEC 1990 

Attached proposed change to DOD S10S.38-M, SAMM, is submitted 
for inclusion in the next published change. The change to Section 
70003.0.: 

(a) Identifies LOI forms and their purposes at the beginning 
of the section. 

(b) Adds new LOI preparation guidance. 

(C) Adds a new table - attachment to the LOI for line item 
detail. 

My point of contact is Mr. Jerry Friesz, 614-1173. 

Attachment 
As stated 

@ 
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SAMM CHANGE, LETTERS OF INTENT 

1. Paragraph 70003.D., page 700-10. Delete and substitute: 

"D. Letter of Intent (LOI) (DO Form 2012, 2012-1, 2012-2). 

1. Purpose. The Letter of Intent (LOI) authorizes the U.S. 
Government to purchase long lead time items associated with a 
pending sale of a major weapon system. The LOI is a pre-LOA 
instrument that is used when a LOA is in preparation or has been 
offered but not yet accepted by the purchaser. The LOI has three 
forms: 

a. DO Form 2012. Use to finance procurement of long lead 
items prior to the issuance of an LOA for the major system sale. 

~iM~b. DO Form 2012-1. Use to finance procurement of long 
leadAitems after issuance of an LOA but prior to LOA acceptance by 
the purchaser. 

c. DO Form 2012-2. Use to amend the LOI in the event that 
additional funds are needed prior to purchaser acceptance of the 
LOA. 

2. LOI Preparation. 

a. Case Designator. The LOI uses the same case designator 
as the LOA it prece,ds (e.g., BA-D-SAA). 

b. Line Item Detail. The LOI will include an attachment 
that itemizes the irticles and services to be purchased under the 
LOI (See Table 7002)t). 

c. Financial Annex and Payment Schedule. The provisions of 
Chapter 13, }tection 1304, apply. 

d. Terms of Financing. The provisions of Chapter 13, 
Section 1301, para 131014.c. apply. 

3. Limitation of Cost or Funds. Both the DO Form 2012 and the 
DO Form 2012-1 contemplate a specified dollar limffation upon_tne 
liability gi the purchaser for the~procurement of long lead+/f!ems. 
In order~ comply with the requ~ements of the AECA, it is~ 
necessary that all cost-reimbursement contracts awarded to 
implement a LOI (procurement as well as research and development) 
include a Limitation of Cost or Funds contr~t clause (see FAR 
52.232-20 and 52.232-21). That clause may b~ deleted by contract 
amendment after the purchaser's acceptance of the LOA. 

I 



4. Approval of the DSAA. Use of the DO Form 2012 or_2012-1 
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 lead 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 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. 

5. DSAA Countersignature. DSAA countersignature is 
required prior to submission of any DD Form 2012, DD Form 2012-1, 
and DD Form 2012-2 to the purchaser. 

6. Sample Formats. Refer to Tables 700-3, 700-4, 700-5, and 
700-6. 

7. Incorporation of LOI Provisions into Accepted LOA. The 
purchaser-signed LOA supercedes the LOI. Future adjustments to the 
FMS case will be accomplished by DO Form 1513-1 or 1513-2, as 
appropriate. Use of DD Form 2012-series documents in connection 
with an implemented FMS case is not authorized." 

2. Add new Table 700-6 (attached) and re-number subseqUent tablef 

~ . l. 



TABLE 700-6. Attachment One to LOI -- Line Item Detail 

LINE ITEM 
ITEM DESCRIPTION QTY U/I 

001 LONG LEAD -(/ ~f.. XX 
ITEMS 

XX 

UNIT 
COST 

N/A 

002 SPARE ENGINE 1 EA 12,000,000 

SUBTOTAL: 

003 CASE MGT XX XX N/A 

ESTIMATED COSTS: 

ADMINISTRATIVE COSTS: 

TOTAL COSTS: 

TERMS: FMS CREDIT (NOn-Repayable)' 

TOTAL 
COST 

10,000,000 

12,000,000 

22,000,000 

70,000 

22,070,000 

660,000 

22,730,000 

AVAILABILITY/ 
REMARKS 

P-36 
TA-S 

P-36 
TA-S 

S(1-12) 
TA-S 

Payments will be in accordance with the provisions of the 
financial annex. 

Draft, Brubaker, FMD, 43110, 26 Sep 90 
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DOD 510S.38·M 

70002.C.2.f.(7). 

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 .. orr is generally structured to suit individual purchaser requirements) 
related to some fonn 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) Irainin& Aid Deyices. These are used principally to supplement informa-
tion and/or training programs which the foreign purchaser uses for educational purposes. 
Examples are: video tapes, slides, 8116mm film, microfiche, transparencies, and aperture cards. 

(8) Repair of Reparable Items. Any items of supply of a durable nature which 
can nonnally 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 which is normally 

ordered for concurrent delivery with such items. 
(5) SME. 
(6) Lumber and other type commercial materiel. 
(7) TOPs. 
(8) Non-MOE excess defense articles (except DLA). 

3. CLSSAs. CLSSAs are ,.,...~ 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: 

a. FMSQ I. 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. FMSQ II. The FMSO II consists of an LOA covering the purchaser's 
estimated withdrawals of materiel from the supply system for an agreed period (nonnally one to * 
three years). This CLSSA requisition case is undefined as to items and quantities and reflects in a tic 

dollar amount, the estimated consumption for the agreed period. 

lN2U: DSAA is the central point for CLSSA policy guidance within 000. DOD Instruction 
2000.8 prescribes the policies and criteria for establishing CLSSAs. Further details regarding 
CLSSAs may be found in Chapter 8, this manual. CLSSA policy questions may be referred to 
DSANOPS-E.] 

700-4 Change No.2, 2 July 1990 
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PRIORITY 
P 150719Z JAN 91 
FM SECDEF WASHINGTON DC//USDP// 
TO AIG 8797 

UNCLAS 
FROM DSAA/OPS-E 

JOINT STAFF 
INFO SERVICE CENTER 

ZYUW RUEKJCS8047 0150719 

SUBJECT: SAMM CHANGE REGARDING CLSSA'S 
REFERENCE: A. SAMM, DOD 5105.38-M, 1 OCT 88 

B. DODD 2000.8, CLSSA'S 
1. THE FOLLOWING WILL BE INCLUDED IN A FUTURE CHANGE TO THE SAMM: 
SECTION 70002.C.3. DELETE "PEACETIME" IN THE FIRST LINE. 
2. THIS IS TO REDUCE CHANCES FOR ERRONEOUSLY CONCLUDING THAT CLSSA'S 
ARE SOLELY FOR PEACETIME SUPPORT. CONTROL OPTIONS REFLECTED IN REF B 
ARE NOT ALTERED BY THIS CHANGE TO REF A. BT 

JOINT STAFF 
ACTION J5(3) USDP:FILE(]) OIA(]) (o,U,A,6,F) 
INFO CJCS(1) VCJCS(l) J3(4) NIDS(]) J4(9) QUAL CONTROL(l) 

SECOEF-N(l) USDP:DSAA(~l. NMIC(l) DA-SA(1) DIO-WE(]) 
+SAFE 

30 

MCN=91015/02310 TOR-91015/0719Z TAD=91015/0856Z CDSN=MAJ563 

UNCLASSIFIED 
PAGE 1 OF 1 
150719Z JAN 91 
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DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, DC 20301-2800 

~~ 
.~ 

M 
- d f M R'~~ ,. ~ 

14 January ,1991 

emoran urn or ~._/t:iUU 7?;......~1f- ~ 
Through Mr. M . l1c~/t-/ --7'--

Mrs. BI undel 1J.. , 
Mrs. Ludlow~ aCMrra~ 

~ ~~ 7'.-eJc:.
?~/C./,./ ~ «Q £_J.,~O· 

~'_I F-~'o 

Subject: SAMM Change Concerning CLSSA Support 

Proposed message at Signature Tab is based on a call from the 
UK Embassy concerning section 70002.C.3. of the SAMM which says 
"CLSSAs are peacetime military logistics support 
arrangements ... ". UK is concerned that CLSSAs will automatically 
terminate if a conflict develops in the mideast. 

The proposed message is to delete "peacetime" to make the SAMM 
consistent with DODD 2000.8 and condition A.6. of the DO Form 
1513, which provide that we may change normal procedures for 
support of CLSSA's during crises in order to protect U.S. 
interests. 

Tab A shows the change, in SAMM context. 

Attachments 
As stated 

polwd2 

0~0~ 
Way~ Wells 
OPS-E, 78108 
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02 PP UUUU 

SECDEF WASHINGTON DC//USDP// 

AIG 8797 

UNCLAS 

FROM DSAA/OPS-E 

SUBJECT: SAMM CHANGE REGARDING CLSSA'S 

REFERENCE: A. SAMM, DOD 5105.38-M, 1 OCT 88 

B. DODD 2000.8, CLSSA'S 

1. THE FOLLOWING WILL BE INCLUDED IN A FUTURE CHANGE TO THE SAMM: 

SECTION 70002.C.3. DELETE "PEACETIME" IN THE FIRST LINE.A!U) eIWi6fil ~E" 

THIS IS TO REDUCE CHANCES FOR ERRONEOUSLY CONCLUDING THAT CLSSA'S 

SOLELY FOR PEACETIME SUPPORT. CONTROL OPTIONS REFLECTED IN REF B 

ARE NOT ALTERED BY THIS CHANGE TO REF A. 

USDP: DSAA/USDP FILE 

MR. WELLS, OPS-E 
11 JAN 91, X78108/POLEM 

UNCLASSIFIED 



~~~~ 
fN.-~ 17 
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TABLE 700-6 
MAJOR DEFENSE EQUIPMENT LIST 

CATEGORY I - FIREARMS 
Rifle, 5.56mm M-16 Series (A) 
Gun, Machine, 7.62mm, M240 (A) 

CATEGORY U - 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, MlOIAI (A) 
Howitzer, Med, Towed, 155mm, M-198 (A) 

CATEGORY III - AMMUNITION 
~dge,2Omm(A) 
Cartridge, 30mm (GAU-8) (AF) 
Cartridge, 4Omm, HE (A) 
Cartridge, 4Omm, HE, M406 (A) 
Cartridge, 6Omm, HE (A) 
Cartridge, 6Omm, HE, M49A2/A3/A4 (A) 
Cartridge, 81mm, ll..LUM (M301)(only) (A) 
Cartridge, 81mm, HE, M374A2/A3 (A) 
Cartridge, 105mm, HE, HEP-T, M393A2 (A) 
Cartridge, 105mm, HEAT-T MP M456 (A) 
~dge, 105mm,M490(A) 
~dge, 105nun, M724AI (A) 
Cartridge, 105nun, APFSDS-T M735 (A) 
Cartridge, 105mm, APFSDS-T M774 (A) 
Cartridge, 105nun, APFSDS-T M833 
Cartridge, 120nun, APFSDS-T M829 (A) 
~dge, 12Omm, HEAT MP-T M830 (A) 
~dge, l2Onun, HEAT TP-T M831 (A) 
~dge, 12Omm, TPCSDS-T M865 (A) 
Cartridge, 4.2", HE (A) 
Cartridge, 4.2", HE, M329 (A) 

DSAA Approved Pro Rata 
Nonrecurring Cost (NC) 

Recoupmept Chane S 

[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 
(a) 

.04 
(a) 
(a) 

3.59 
.57 

1.42 
68.00 

(a) 
(a) 

126.60 
293.59 

83.03 

~dge, 4.2", ll..LUM (M335) (includes M577 fuze) (A) 
Projectile, 5"/38 CAL (N) 

37.82 
(a) 
(a) 

4.03 
15.60 
74.42 

3.22 
2.20 

13.76 

Projectile, 5"/54 CAL (N) 
Projectile, 155nun, M107 (A) 
Projectile, 155mm, M483/M483Al (A) 
Projectile, 155mm, HE RAP (M549) (A) 
Projectile, 155mm, CLGP, M-712 COPPERHEAD (A)· 

~Projectile, 155nun, ADAM M692/M731 (A) 
- 11'ojectile, 175mm, HE, M437 (A) 

Projectile, 8", HE, MI06 (A) 
Projectile, 8", HE, ICM (A) 

TABLE 700-6. 

4,152.00 
111.00 

2.33 
.04 

15.48 

Date N 
Cbarge 

Approyed 

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 Jul84 
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 

?t f~~~} J0').f'fT'/l'n, ~el,i~AMc;, M7IS(M7'11 (PI) 57.00 ~ "v'\11O"Z-

700-19 -Chltftge No.2, 2 July 1~~6 



70103.H.3.a.(4). 

(4) Data Required. The following infonnation will be included: 

item or service. 
(a) Case designator, line item and complete descriptive data relative to the 

(b) 

(c) 

Source of the article. Examples are: 

1. Excess inventory. 

1. Inventory (without replacement). 

1. Inventory (replacement with same item). 

!. Inventory (replacement with improved item). 

.1. Production . 

Somce of price estimates. Examples are: 

1. Prime contractor quote. 

1.Prlme and OFE contractor quotes. 

1. Standard price. 
2t~. 7~o~(~li) 

_ !. DOD co ponent estimate without contractor participation, based 
on recent sale or similar experience, or' accordance with DOD 7290.3-M:1I»jqis connection, 
notice should be taken of Section. ) of the DOD F4R S"'PP'~ncerning the 
participation of the procuring contracting officer in the preparation of P&A Daffl and that the 
provisions of this section are complied with.] '-0 A.oI 

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

'2. ~ «!>. 7 bo 5 (c)( ~:.~)( c.) 
1. Agent's fees or co . ssions included in the FMS case and the 

amount thereof. The DOD compo'hent .. f~rtification f reasonableness in accordance with Subpart 
3.4, FAR and 009 FAR Stll'l'lemiKl!,.'5'ection. ) 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. 

1. Inclusion of nonrecurring RDT &E and production cost recoup
ment in accordance with DOD Directive 2140.2. 

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

.4.. Replacement cost in accordance with the provisions of DOD 
7290.3-M. 

701-12 --Change No.2. 2 July 1~~6 

- --
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70103.L. ,;.~~ 

L. DD Form 1513 - Duration of Qffer. 

1. Expiration Date on Qffer - 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. Expiration Date on Qffer • Exception. 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 QUer. 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. Reguests 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 die ~ data contained in 
the LOA. 

2. Receipt and Recordine of Acceptance. When the LOA is accepted, distri
bution will be made in accordance with the instructions contained in the LOA. 

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 LOA has been accepted or rejected 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. 

-

4. Pen-and-Ink Cbanees. \ ,.()~ a1td ~ See Section ** - "'-
80401.F. 0 v ~v 

701-16 CAaftge No. 2, 2 July 19~ 
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70103.N. ~ 

,.~- .... 

N. Addresses of Military Department Central Actiyities Responsible (or 
Preparjne and Processjne EMS Transactjons. 

** ) 
'-.-

1. Army: 

2. Na.v.y,: 

3. Air Force: 

Act jon Address-

Department of the Army ~ 
U.S. Anny Security ~ Command 
5001 Eisenhower Avenue 
Alexandria VA 22333-0001 

Messages - CDR USASAC Alexandria V AlIAMSACII 

Information Address-

Headquarters. Department of the Army 
Directorate for Security Assistance 
Washington DC 20310-0512 

Messages - DA Washington DC//DAlD-SAlI 

--. 

Department of the Navy 
Navy 9ffice of Tedmology Trailsfer anti !,)r~~~ ~~ ~ ~-
-8eeW'ity Assistance 
Washington DC 20350-5000 

N~VV t'f'o 
Messages - NAV~ Washington DC -

Department of the Air Force 
Director of Mililftfy I\ssistftftee BAd 8Mes (~ ~A.\. 
Headquarters. U.S. Air Force 7~ 
Washington DC 20330-00(» 5'2.'" (AF/pn-) 

3 
701-17 Change No.2, 2 Jtily 1996 
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00 under this LOA. Reimbursement shall be limited to those costs incurred, including 
applicable overhead and G&A, but excluding profit. 

G. Special Contim:encies Provision. 

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

2. The GO agrees, with respect to the Contractor, that in the event of the following 
situation(s) occurnng as a result of effort performed in support of this LOA in [countO'l. an 
adjustment to the resulting contract(s) will be made for: 

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

b. Additional costs incurred resulting from GO prevention of shipment of Con-
tractor or employee belongings in or out of [counU)'] within l20 days of the date such property is 
made available for shipment where transportation is otherwise reasonably available. 

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

d. An increase or decrease in costs incurred by the Contractor or its subcontractors "-~ ) 
resulting from the 00_ changing any laws, regulations, or policy in effect on the acceptance 
date of this LOA. -

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

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

b. To the extent that performance would have been delayed or interrupted or that costs 
would have been incurred due to the fault or negligence of the Contractor; or 

c. For which any adjustment is otherwise provided or excluded under any other 
provision of the resulting contract, such other provision shall be enforced in accordance with its 
terms. F" II R PM! 31 

4. The adjustments provided for in this provision may be made in the elivery or perfor-
mance dates and any other provision of the contract implementing this LOA, ted by the above 

" . conditions: Upward or downward adjustments may also be made in the contract rice, but shall be 
- limited to actu...!l c~J.!lc;J.yding overhead and G&A, but excluding profit. , . , 
~ Cost Principles, sTi'a1TOe Used in determining the amount of any price adjustment, and is not 

superseded by any provision herein. Costs reimbursed to the Contractor under this provision shall 
be paid out of funds which will be provided by the 00_ under this LOA 

701-41 

'~'-. ~'l J 
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70301 PURPOSE. The purpose of this section is to provide ooD components with the 
procedures to be followed during the processing of an LOA, DD Form 1513, when that LOA 
meets or exceeds the thresholds established for Congressional notification in the AECA and 
Congressional reporting in AECA, Section 36(b~an8 m l1t:le 19; USE!. This section enumerates 
the requirements of the AECA, Section 36(b), _4 \J8C, !fide 18, 8eetion 118 under which 
Congressional notifications and reports must be -submitted; defines the criteria, responsibilities, and 
procedures established for the submission of these Congressional notifications and reports; and 
prescribes the data elements, format (to include classification), and procedures for the submission 
of information to DSAA required for Congressional notifications and reports. 

70302 STATUTORY PROVISIONS. EXECUTIVE REOUIREMENTS. AND 
EXCEPTIONS. 

A. Statutory ProvisioDs. PIa, isieft8 er lilt .UJC/, .2Ej elu USC/lft'e 1&1 !~llif'. tK 
~ wbmissioAS to QIJRgH9S~ 

I ;f£ Section 36(b)(1) of the AECA requires that, in the case of any LOA to sell 
any defense articles or services under the Act for $50 million or more, any design and construction 
services for $200 million or more, or any MDE for $14 million or more, before such LOA is 
issued, a numbered certification must be submitted to the Congress indicating (a) the foreign 
country or international organization to which the defense article or service is to be offered for sale, 
(b) the dollar amount of the offer to sell and the number of defense articles to be offered, (c) a 
description of the defense article or service to be offered, and (d) the U.S. Armed Forces or other 
agency of the U.S. which is to make the offer to sell or, in the case of a sale of design and 
construction services, the following must be shown: (a) the purchaser, (b) the U.S. deparunent or 
agency responsible for implementing the sale, (c) an estimate of the dollar amount of the sale, and 
(d) a general description of the real property facilities to be constructed pursuant to such sale. In 
either type of submission, the certification must contain a description of any contribution, gift, 
commission. or fee paid or offered or agreed to be paid in order to solicit, promote, or otherwise to 
secure such LOA, including (a) the name of the person who made or will make such payment, 
contribution. gift. commis sion, or fee; (b) the name of any sales agent or other person who is to 
receive or has received such payment. contribution, gift, commission, or fee; (c) the date and 
amount of such payment, contribution, gift, commission, or fee; (d) a description of the sale in 
connection with which such payment, contribution, gift, commission, or fee was or will be paid; 
and (e) the identification of any business information considered confidential by the person 
submitting it which is included in the report. Such numbered certifications shall also contain an 
item, classified if necessary, identifying the sensitivity of technology contained in the defense 
articles, defense services, or design and construction services proposed to be sold, and a detailed 
justification providing the reasons necessitating the sale of such defense articles or services in view 
of the sensitivity of such technology. The AECA, Section 36(b). Paragraph (4) requires that each 
certification cite any quarterly report submitted under Section 28 of the Act which listed a P&A 
estimate or a request for LOA, which was a basis for the proposed sale. The FAA, Section 
62OC(d), requires a special certification for notifications of proposed sales to either Greece or 
Turkey. The International Security and Development Cooperation Act of 1985, Section 130(c), 
requires a special certification for notifications of proposed sales to Jordan pertaining to U.S. 
advanced aircraft, new air defense systems, or other new advanced military weapons. These 
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Jordan certifications, prepared by the State Department and signed by the President, will be 
appended to Section 36(b)(1) notifications to the Congress involving such items. 

2. ~ The AECA, Section 36(b)(1) states that the LOA shall not be issued to 
NATO, any NATO member country, Japan, Australia, or New Zealand, if the Congress, within 15 
calendar days after receiving such certification, or to any other country or organization, if the 
Congress within 30 calendar days after receiving such certification, adopts a joint resolution stating 
that it objects to the proposed sale, unless the President states in his certification that an emergency 
exists which requires such sale in the national security interests of the U.S. H the President states 
in his certification that an emergency exists he shall set forth in the certification a detailed 
justification for his determination, including a description of the emergency circumstances which 
necessitate the immediate issuance of the LOA and a discussion of the national security interests 
involved. 

~ ~ In addition, the President shall, upon the request of the Committee on 
Foreign Relations of the Senate or the Committee on Foreign Affairs of the House of 
Representatives, transmit promptly to both such committees a statement setting forth: 

• ~.;(l9. A detailed description of the defense articles, defense services, or 
design and construction services to be offered, including a brief description of the capabilities of 
any defense article to be offered; 

p,/ir An estimate of the number of officers and employees of the United 
States Government and of United States civilian contract personnel expected to be needed in such 
country to carry out the proposed sale; 

c. ~ The name of each contractor expected to provide the defense articles, 
defense services, or design and construction services proposed to be sold (if known on the date of 
transmittal of such statement); 

~ .~. An evaluation, prepared by the Director of the Arms Control and 
Disarmament Agency in consultation with the Secretary of State and the Secretary of Defense, of 
the manner, if any, in which the proposed sale would: 

U) ~ Contribute to an arms race; 
l"R Increase the possibility of an outbreak or escalation of conflict; 
~) Prejudice the negotiation of any arms controls; or 
e) Adversely affect the arms control policy of the United States; 

e. ~ The reasons why the foreign country or international organization to 
which the sale is proposed to be made needs the defense articles, def",nse services, or design and 
construction services which are the subject of such sale and a description of how such country or 
organization intends to use such defense articles, defense services, or design and construction 
services; 

\. ~ An analysis by the President of the impact of the proposed sale on the 
military stocks and the military preparedness of the United States; 

United States; 
,. ~ The reasons why the proposed sale is in the national interest of the 

h.~ An analysis by the President of the impact of the proposed sale on the 
military capabilities of the foreign country or international organization to which such sale would 
be made; 
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:'.~ An analysis by the President of how the proposed sale would affect 
the relative military strengths of countries in the region to which the defense articles, defense 
services, or design and construction services which are the subject of such sale would be delivered 
and whether other countries in the region have comparable kinds and amounts of defense articles, 
defense services, or design and construction services; 

l. eM) An estimate of the levels of trained personnel and maintenance 
facilities of the foreign country or international organization to which the sale would be made 
which are needed and available to utilize effectively the defense articles, defense services, or design 
and construction services proposed to be sold; 

~. t)Cf An analysis of the extent to which comparable kinds and amounts of 
defense articles, defense services, or design and construction services are available from other 
countries; 

t t~ An analysis of the impact of the proposed sale on United States 
relations with the countries in the region to which the defense articles, defense services, or design 
and construction services which are the subject of such sale would be delivered; 

10"\. ~ A detailed description of any agreement proposed to be entered into by 
the United States for the purchase or acquisition by the United States of defense articles, defense 
services, or design and construction services or defense equipment, or other articles, services, or 
equipment of the foreign country or international organization in connection with, or as 
consideration for, such LOA, including an analysis of the impact of such proposed agreement upon 
United States business concerns which might otherwise have provided such articles, services, or 
equipment to the United States, an estimate of the costs to be incurred by the United States in 
connection with such agreement compared with costs which would otherwise have been incurred, 
an estimate of the economic impact and unemployment which would result from entering into such 
proposed agreement, and an analysis of whether such costs and such domestic economic impact 
justify entering into such proposed agreement; 

.,. ti4) The projected delivery dates of the defense articles, defense services, 
or design and construction services to be offered; 

f>. ~ A detailed description of weapons and levels of munitions that may be 
required as support for the proposed sale; and 

p, ~ An analysis of the relationship of the proposed sale to projected 
procurements of the same item. 

703-3 



70302.A.2.b.(2). 

B. Executiye Requirements. 

~~ 

DOD SlOS.38·M 

1. Preparation and Submission of Notifications and Reports. Under 
Executive Order 11958, the SECDEF is delegated the responsibility of implementing Section 36(b) 
of the AECA in consultation with the Secretary of State. DSAA is responsible for preparing and 
submitting the.Congressional notifications and reports underJlnf AECA, SectieD 36(b).aas FepeRs 
under USC, Title 10, Section lli. To minimize delays in processing such notifications, consistent 
with the legislative and other requirements, the procedures in this section are placed itfeffect 

2. Adyance Section 36(b)(l) Notification. In order to provide Congress 
with sufficient time to review the proposed sale about to be notified under Section 36(b)(1), DSAA 
has agreed to provide Congress with advance notification of such offer at least 20 days prior to the 
submission of the statutory notification. Offers to NATO, any NATO member country, Japan, 
Australia, and New Zealand are exempt from the advance notification agreement. 

3. Sensitivity of Technol0I:Y. 

a. The AECA, Section 36(b)(1), as amended by Section 20(b) of the 
International Security Assistance Act of 1979, and the International Security and Development 
Cooperation Act of 1985 require a Sensitivity of Technology Statement concerning the extent to 
which the items to be included in the proposed sale contain sensitive technology or classified 
information and a justification for the proposed sale in view of the sensitivity of such technology. 

(1) For purposes of this requirement, the term "sensitivity of technology" 
will be construed to mean the extent to which the unauthorized disclosure or diversion of any 
equipment, technical data, training. services, or documentation required to be conveyed in 
connection with the proposed sale could be detrimental to the national security interests of the U.S 
The evaluation will address not only sensitive technological information contained in equipment 
components or technical documentation related to the sale, whethe. classified or not, but also 
restricted information contained in classified components or classified documentation required to be 
released in connection with the sale. 

(2) It should be noted that the evaluation of sensitivity is to be made solely 
with reference to unauthorized disclosure or diversion of the defense equipment, technical data, 
training, services, and documentation to be provided and need not address either the risk of such 
unauthorized disclosure or diversion (covered by NDP-1 procedures and OUSD (A) review) or the 
foreign policy implications of authorized use by the proposed recipient (covered by Arms Export 
Control Board (AECB) procedures). 

(3) Whenever the transfer of sensitive technological information is 
involved, the equipment components, types of documentation, or technical data containing the 
sensitive information are to be identified, and the reasons for considering them as sensitive 
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submission of Section 36(b)(S)(C) reports. A Section 36(b)(S)(A) report is not required before 
delivery of enhancements or upgrades previously identified in a Section 36(b)(S)(C) notification. 

c. Section 36(b)(S)(C) of the AECA requires that any enhancement or 
upgrade, the net cost of which meets or exceeds dollar thresholds for Section 36(b)(1) certification, 
as outlined in Paragraph 70302.A.l.(a) of this chapter, must be treated as though it were a separate 
LOA. Accordingly, if the net cost of an enhancement or upgrade of the previously described 
sensitivity of technology or capability of major defence equipment or defense articles as well as 
defense services or design and construction services meets or exceeds Section 36(b)(I) thresholds, 
the MILDEP or agency will provide 36(b)(1) input that clearly describes the enhancement or 
upgrade, explains the level of sensitivity or capability that the change produces, and provides the 
estimated net cost of the change. The requirement to report enhancement or upgrade of previously 
described capability or sensitivity of technology applies only to items or services that have not been 
delivered or performed. When the capability was clearly described in the Section 36(b)(1) 
certification and there is a current request to purchase an enhancement or upgrade thereof, data will 
be provided on Table 703-6C only when the net cost of the enhancement or upgrade portion 
reaches the Section 36(b)( 1) dollar threshold as follows: 

EquipmentlServices 
To Be Enhanced 

Major Defense Equipment 

Other Defense EquipmentlServices 

Design and Construction Services 

Net Cost of Enhancement 
(Millions) 

$14 

$50 

$200 

Statutory notification for enhancements or upgrades of sensitivity of technology should be 
submitted within 30 days of the request to purchase in the format provided in Table 703-6C to 
DSAA (FMSCD) for review and submission to Congress. Such changes in enhancement or 
upgrade requiring 36(b)(S)(C) certification may not be implemented nor maya corresponding DD 
Form 1513, DD Form 1513-1, or DD Form 1513-2 be issued until the certification has been 
processed to the Congress and the required time period pursuant to Section 36(b)( 1) has elapsed. 
Deliveries of unmodified items on a case for which other items are to be enhanced or upgraded, 
such as unmodified spare parts, are unaffected and may continue to be delivered without 
interruption. Advance 20-day notifications prior to the statutory certifications will not be required 
for enhancement certifications. 

plWtJ.. w.. fh'RA}.~ 
C . .A Exceptioo'L ' 

. No Secb 36(b) notification is required for the 
provision to a prospective purchaser of separately stated P&A data even though applicable 
notification thresholds are met or exceeded. 

@ 
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70303 CRITERIA AND RESPONSIBILITIES FOR CONGRESSIONAL 
SUBMISSIONS. 

A. ProcessinK Letters of Offer for $SO Million or More or for Major 
Defense Equipment of $14 Million or More. or for DesiKD and Construction 
Services for $200 Million or More. 

·1. In compliance with the AECA. Section 36(b)(I). Congress must be provided with 
a notification of all "Letters of Offer" to sell any defense articles or services for $50 million or 
more. any MDE of $14 million or more. or for design and construction services for $200 million 
or more. before such LOA is issued. DSAA has been designated to submit this notification to the 
Congress. 

P,"t> 
2. The @8a General Counsel has determined that the term "Letter of Offer" used in 

the AECA pertains to any proposed sale of defense articles or services to any foreign government 
or entity, whether or not the initial document (or set of documents) to be used to consummate the 
sale is a DD Form 1513 "Letter of Offer and Acceptance," or a document bearing another name. If 
a document other than a DD Form 1513 is used for this purpose, a DD Form 1513 shall be 
subsequently executed to conclude the final details of the agreement unless an exception is 
authorized by the Director, DSAA. If there is a conflict between the terms of the agreement and the 
DD Form 1513, the agreement shall provide that the DD Form 1513 will govern. 

. 3. The statutory requirement for notification, as well as the requirement for advance 
notification to Congress, extend to any undertaking by DOD to establish an FMS transaction. This 
includes, but is not limited to FMS transactions embodied in the following: 

a. MOU for Coproduction of military items, 

b. Cooperative Research and Development Agreements, and 

c. Providing specific items or services under any existing general agreements, 
such as the Engineering Assistance Agreement entered into between the Army Corps of Engineers 
and the Saudi Arabian Government in 1965. 

4. AECA, Section 36(b)(1), notifications to Congress are to be made when: 

a. An LOA under preparation is expected to meet or exceed the thresholds; 

b. An LOI, meeting or exceeding the thresholds, is authorized to be accepted 
by a DOD component; or 

c. An LOA amendment is prepared adding $50 million or more to an existing 
FMS case unless such amendment results solely from identifiable inflationary cost increases, and 
to any amendment adding MDE valued at $14 million or more. These provisions also apply to any 
amendment which would increase the value of an existing case from under $50 million to a value 
of $50 million or more, and any amendment which would increase the value of MDE in an existing 
case from under $14 million to a value of $14 million or more. New LOAs will be processed to 
cover the new requirements unless such amendments are absolutely necessary and justified, in 
writing, to the Director, DSAA. 

5. The following are examples of MDE FMS cases that must be notified under 
Section 36(b)(1): 

0.~ 
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70304. PROCEDURES. 

A. CateKorjes or Purchasers. 

1. The AECA makes a distinction between exempted purchasers (i.e., NATO, 
NATO countries, Japan, Australia, and New Zealand) and non-exempted purchasers (all others). 

2. For exempted purchasers: 

a. Advance notification is not required. 

b. The waiting period after statutory notification is 15 days. 

B. State and Defense Relationship. StaffinK AKreement. and TjmjoK. 

1. Prior to any advance or statutory notification to Congress under the AECA, 
Section 36(b)(1), the DSAA must receive clearance from the Department of State for that 
notification. -. , 

. /?"A~~~ 

2. Representatives of the State and Defense partments have agreed that State 

--

policy deliberations, intra-agency coordination, and sub ission for Presidential approval (if ___ 
required) and Defense preparation of the Section 36(b)(1)" and the LOA ~ 
all aim toward the common objective of completing these actions within 60 days after receipt of the /'1'P'fl 
prospective purchaser's complete request. The procedures established in this section are designed 
to meet these objectives. 

3. Under normal circumstances the milestones indicated in Tables 703-1 and 703-2 
should be met by all functional areas involved in the processing of Section 36(b)(1) notifications 
andLOAs. 

C. Submission or~uPPo~inK Data. 

~ 
51$"'0 

1. Concurr nt with LOA or LOI preparation, the cognizant DOD component must 
submit the supporting ata required for Congressional notification to the DSAA/Comptroller
Foreign Military Sale 'vision (DSAAlCompt-FMSCD). If the LOR case information has not 
been previously entered into the 1200 system, DSAA will make the entry. Supporting data 
(including purchaser's reference and date of receipt by the IA) are to be submitted, using the 
prescribed formats, within ten days of receipt of the LOR from the purchaser-In order to enable 
the notification process to begin as soon as possible after receipt of the country request, it is 
essential that appropriate actions be accomplished by ooD components. 'FIle sahmissioR is 19 

~ . mc1uc1e a statement as to whether Gf Rot a SectioR 118 report will be required to he seRt 19 the-
'J> ...cengRm;. 

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

3. Requests from exempted prospective purchasers require the following data to be 
submitted: Military Justification (see Table 703-4), Statutory Notification (see Table 703-5), and, 
as required, Sensitivity of Technology Statement (see Table 703-6A).-and Impact on CtHfCftt 
ReamBess RepOft Data (see Table 703-1}. 

4. Requests from non-exempted prospective purchasers require the following data to 
be submitted: Notification as specified in Table 703-3, Advance Notification; Table 703-4, 
Military Justification; and, as required, Table 703-6A, Sensitivity of Technology. 

5. To the extent possible for non-exempted prospective purchaser requests, the 
submission should also include the supporting data required to meet the statutory notification 
requirement as specified in Table 703-5. If these data can be provided during the initial 
submission, aBe Be SeetiOft lIB "peR is FeEiuiEeQ,.no further data are needed by DSAA to process 
the advance and statutory Section 36(b)(l) notifications. However, if all data are not available, the 
advance notification data only should be submitted to meet the ten-day data submission 
requirement. 

6. To the extent that it is not possible for DOD component to provide statutory 
notification Table 703-5 data with the initial submission, these data tioag with data in suppeR ef 
SestioD 11 g fepertiBg reqllirement (Table ""·7), if 81'l'fepPiatc. will be forwarded to 
DSAAlCompt-FMSCD as early as possible but no later than ten days after the start of the 20 day 
advance notification period so that the follow-on statutory notification will not be delayed. Should 
it be impractical to meet the ten day deadline, approval for extension must be sought from Chief, 
FMS Control Division, DSAA. 

7. As the process evolves, the cognizant DOD component will be informed via 
message of each Congressional notification and provided with a copy of the letters which transmit 
the advance and statutory Section 36(b)(I) notifications to Congress. 

8. Following completion of the 20 day advance notification period and after State 
clearance, the Director, DSAA, will provide the statutory Section 36(b)(I) notification of the 
proposed sale to the Congress. At this time, and after receiving express authority from the 
Comptroller, DSAA, and coordination with DSAA Operations, the cognizant DOD component will 
furnish a copy of the unsigned LOA to the purchaser as an enclosure to a transmittal letter in the 
format of Table 703-8 (Transmittal Letter for the Unsigned LOA). If Congress adopts a joint 
resolution objecting toa proposed sale, the Director, DSAA will promptly notify the applicable 
DOD component of that fact, seek the guidance of the President as to the course of action which 
should be taken, and advise the cognizant DOD component of the action to be taken. 

9. DOD components will submit signed LOAs to the DSAA/Compt-FMSCD, 
Countersignature Branch no later than five working days prior to completion of the statutory 15 or 
30 day Congressional review period. Unless there are appropriate reasons to do otherwise, the 
expiration date assigned by DOD components will allow for normal country review periods beyond 
the final date of the Congressional review. When the signed LOA and all subsequent amendments 
and notices are submitted to the DSAA, they will include in Block 11 under "DSAA Accounting 
Activity" the identifying DSAA Transmittal Number used for the statutory Congressional 
notification (e.g., 85-29). This number will be shown on the message sent to DOD component 
advising of the dispatch of the statutory notification. 
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ADVANCE NOTIFICATION DATA 

(CLASSIFICATION) 

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

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

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

a. ("') Prospective purchaser: 

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

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

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

e. ("') Description of total program of which this case is a part (including any 
associated weapons, training, construction, logistical support, or other direct supply implications 
not included in the case itself): 

f. ("') Estimated value of total program of which this case is a part (including the 
estimated number and dollar value of any increments and the duration of the total program, if it is a 
multi-year project): 

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

h. ("') DOD component 

i. ("') Estimated date LOA will be ready for statutory notification to Congress: 

j. ("') Case designator: 

CLASSIFIED BY: (See DOD 5105.38-M, Chapter 7, Section 703.) 

(CLASSIFICATION) 

TABLE 703-3. Advance Notification Data. 
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k. (*) A description of each payment, contribution gift, commission or fee paid or 
offered or agreed to be paid in order to solicit, promote or otherwise to secure such LOA. 
Description should include: 

(1) Name of person who made such a payment, contribution, gift, commission, 
or fee: 

(2) The name of any sales agent or other person to whom such payment, 
contribution, gift, commission, or fee was paid: 

(3) The date and amount of such payment, contribution, gift, commission, or 
fee: 

(4) A description of the sale in connection with which such payment, 
contribution, gift, commission, or fee was paid: 

(5) The identification of any business information considered confidential by 
the person submitting the information under the AECA, Section 39 to the Secretary of State: 

1. (*) Sensitivity of technology contained in the defense articles or defense services 
proposed to be sold (see Paragraph 70302.B.3. of this section for definitions, Note 1 below for 
entry requirements, and Table 703-6A for details of required data and format): 

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

n. (*) Third party transfer certification: 

(1) Name of the proposed third party recipient of these articles, training, or 
other defense services: 

(2 Reason for the proposed transfer: 
(3) Date on which such transfer is proposed to be made: 

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

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

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703. 

Attachment (see Note 2 below.): 

(CLASSIFICATION) 

TABLE 703·3. (Continued) 
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Note: 1. Whenever a proposed sale involves no transfer of sensitive technology or 
classified information, the word "None" will be entered under this heading. Whenever the transfer 
of sensitive technology or classified information is involved, the words "See Attachment " 
will be entered under the heading and the data specified in Table 703-6 will be attached to the 
submission. 

Note: 2. Attach the Military Justification (Table 703-4) and, if required, the Sensitivity of 
Technology Data (Table 703-6A), justification for security classification of the case and IDA after 
statutory notification..and the mtianaie why Se{;tioR 118 report wiD not be lequ~ If data is 
-available &ftd Section 118 lepoR will be reql1ileti, the data required hy Table 793 7 may alsa be 
attaGbee: 

TABLE 703-3. (Continued) 
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MEMORANDUM FOR (or LETTER TO) THE COMPTROLLER, DSAA (Attention: 
FMSCD) 

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

:t(.. (U) The following supporting data are provided in accordance with Chapter 7, DOD 
S10S.38-M: 

a. (*) Prospective purchaser; 

b. (*) DOD component; 

c. (*) Case designator; 

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

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

f. (*) Expected security classification of the sale after statutory notification (If the 
sale is to be classified, cite rationale and attach justification.); 

/ 

g. (*) Sales commission, fee, etc. paid, offered, or agreed to be paid (See Note 1); 

h. (*) The impact of such sales or transfers on the current readiness of United States 
forces; 

i. (*) The adequacy of reimbursements to cover, at the time of replenishment to 
United States' inventories, the full replacement costs of those items sold or transferred; 

j. (*) If reimbursements are inadequate, explain impact and justification for such 
disparity; 

CLASSIFIED BY: (See DOD S10S.38-M, Chapter 7, Section 703.) 

(CLASSIFICATION) 

TABLE 703·5. Statutory Notification Data. 

703-19 



- .. --.-.~--------.. --.-----------

(CLASSIFICATION) 

~~ 

DOD SlOS.38·M 

( k. (*) Sensitivity of technology contained in the defense articles or defense services 
proposed to be sold (see Paragraph 70302.B.3. of this chapter for definitions, Note 2 below for 
entry requirements, and Table 703-6A for details of required data and fonnat); 

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

m. (*) Third party transfer certification; 

(1) Name of the proposed third party recipient of these articles, training or other 
defense services; 

(2) Reason for the proposed transfer; 

(3) Date on which such transfer is proposed to be made; 

n. (*) Security classification of the LOA after statutory notification (If the LOA will 
be classified, cite rationale and attach justification.); 

o. (U) Action officer's name, office, and telephone number (For individuals located 
in the Washington area provide commercial number, others are to provide AUTOVON and 
commercial numbers.). 

- 2. (*) Impact eR Current Readiness (Section 118) Repm t will/will not be I equired. (If 
deemed as not fequired; pIOvide rationale and attach justifieetien.)(See Note 3 below ) 

.3 
Attachments (See Note)( below.): 

(CLASSIFICATION) 

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703. 

Note: 1. Information supplied under g. shall be in the same detail as is required to be 
supplied under l.j. of Table 703-3. 

Note: 2. Whenever a proposed sale involves no transfer of sensitive technology or 
classified information, the word "None" will be entered under this heading. Whenever the transfer 
of sensitive technology or classified information is involved, the words "See Attachment __ " 
will be entered under the heading and the data specified in Table 703-6A will be attached to the 
submission if required and previously not provided. 

TABLE 703·5. (Continued) 
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K. (*) Has the proposed sale of the enhancement or upgrade in capability or sensitivity 
of technology previously been reported in a DSAA(Q) 1138 Report? If so, for which fiscal year 
quarter? 

Attachment: Copy of original Section 36(b)(1) Notification. 

CLASSIFIED BY: (See DOD SlOS.38-M, Chapter 7, Section 703.) 

(CLASSIFICATION) 

(*) Indicate required security classification paragraph markings per Chapter 7, Section 703. 

TABLE 703·6C. (Continued.) 
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TABLE 703·7 

~~ 
DOD SIOS.38·M 

IMPACT ON CURRENT READINESS REPORT DATA 

(CLASSIFICATION) 

DATA FOR 
REPORT (U) 

IMPACT ON CURRENT 

1. (U) The f, owing supporting data are provided in acc 
Security Assistance Man ement Manual: 

a. (*) 

b. (*) 

c. (*) 

d. (*) 

e. (*) 

f. (*) 

g. (*) 

h. (*) 

(1) 

S (Section 118) 

(2) Percent ge of such requirement a eady delivered to U.S. forces or 
contracted for at this time: 

proposed sale: 

approved: 

2. 

(3) Th timetable for meeting the require nt for U.S. forces absent this 

(4) The timetable for meeting the requirement fo U.S. forces if this sale is 

Action officer's name, office, and telephone number: 

(See DOD SlOS.38-M, Chapter 7, Section 703.) 

(CLASSIFICATION) 

Indicate required security classification paragraph markings per Chapter 7, Section 7 

ata. 
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TABLE E-6 
Statutory Reports to Congress Submitted by DOD on Security Assistance 

REPORT ITEM 

I. Notification to Congress of 
Defense Articles. Services. 
Education and Training pro
vided under emergency 
drawdown authority 

z... ~;t.JJ.).. 
2. SteekpiJiDs of o-r-. Arliele, 

3. U.S. Armed Services Personnel 
Assigned to SADs: two reports 

(a) Presidential waiver of Con
gressional limitation of six 
Armed Forces personnel 
in country 

(b) Notification of increase in 
U.S. Armed Forces pe1SOtmel 
over levels indicated in the 
CPO for the FY in which 
the increase occurs 

4. Notification of Program Chlllges 
(Dollar Levels) 

AuTHORIzING 
LEGISLATION RECIPIENT· 

Sec. S06(b )(2). 
FAA of 1961 

PL \0\- ~IO 

Sec. §14~.). FAA 

Sec.515(c)(l). 
FAA of 1961 

Sec. 515(c)(2). 
FAA of 1961 

Sec. 634A, FAA 
of 1961 

SHR. Pres. of Senate, 
HFAC. SFRC. HAC. 
SAC 

Sl:Ii. Pres of Senate. 
HFhC. SFRC 

HFAC. SFRC 

HFAC,SFRC 

HFAC. SFRC, HAC 
SAC 

TRIGGER 

Any provision of aid 
lDlder Sec. 506. FAA of 
1961; at least monthly 

Creation of new. or addition 
-Ie 8ft eltisling IItoglcpile
vehled .MM. than S 10M 

RESPONSIBLE 
DOD COMPONENT 

OSAA/COMPT/FMO 

P.U,lDASD 'Dr begi!li .... 

30 days prior to introduction OSAAJPlanslI'rainins 
of additional personnel Orgllllization IIld Manpower 

30 days prior to introduction OSAAJPlanslI'raining 
of additional personnel Orgllllization and Manpower 

15 days in advance of obUga- OSAA/COMPT/FMO 
tion of funds not justified. 
or in excess of amounts 
justified to the Congress for 
obligation under the FAA 
andAECA 
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REPORT ITEM 

5. Notification of Obligation of 
Funds not justified for a 
particular fiscal year; Also, 
transfers under Sec. 610, FAA 
to IMET or to Foreign Military 
Financing 

6. Program Content Notification 

7. Notification of Status of 
FY 1989 MAP Merger Funds 

~&Uic:a&ioR of ,aI .. er ,, __ 

-from U.S. edve forees mven
~B er ew:fenl~ 

AUTHORIZING 
LEGISLATION RECIPIENT· 

Foreign Assistance HAC, SAC 
&: Related Programs 

Appropri;~~~ct, _ I q q I 
(For FY ,ec. 
523, P.L. 101-~ r I "2. 
See also Sec. 514, ., J 
first proviso 

Foreign Assistance HAC, SAC 
&: Related Programs 
Appropriations Act, - I cr q I 
(ForFY ~ec. 
523, fllst proviso, 
P.L. 101-~ s-, '3 

TRIGGER 
RESPONSIBLE 

DOD COMPONENT 

15 days in advance of 2lili: DSANCOMPT/FMD 
~ of funds not justified. 
or in excess of amounts 
justified to the Appropria-
tions Committees for a 
particular fIScal year 

15 days in advance of 
commiqnent of loan or 
grant funds for MDE or 
major defense items not 
justified. or 20% in excess 
of quantity previously 
justified 

DSAAJOPS/MGMI' 

Foreign Assistan~ HAC, SAC NL T March ht each year DSAAJCOMPT 
Export Financing 
&: Related Programs 
Appropriations Act 
for Military Assistance 0 k. A ~ , "> 
(For FY 1989, P.L. 
100(61) 

f'L \0\- ~IO 

16 use, Sa:. t tl ~MR, Pf:es. ef Settate; 
- IIASC, SASC 

"""telease ro Cbngress 

Derul e signing of til LOlti aSAAICGMPTJA4S. 
JD-tr.nsfer any defense iiriiClc- CcmClOI 
Yahsed at SSOM or more from 

-aetiYe-tl.S. rulCes' btvenlbr-
-1es or &oln Cttrreftt preduetiea 

I " 
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REPORT ITEM 

10. Sale of U.S. War Reserve Stocks, 
POMCUS, or decrement stock to 
non-NA m purchasers 

11. Report on NATO acquisition of 
non-interoperable major weapons 
systems to be used by U.S. 
forces in Europe under the terms 
of the North Atlantic Treaty . 

12. Notification of grant transfer 
of excess defense articles 
(See also Item 1#23) 

13. Report on Significant 
Hostilities or Terrorist Acts 

14. Billing upon delivery from 
stock with 120-day interest
free period after delivery 

15. Report on FMS Training 
Standardization Agreements 
with NATO, lapan. Australia, 
or New Zealand 

AuTHORIZING 
LEGISLATION RECIPIENT· 

10 USC, Sec. 975 

10 USC, Sec. 
2457(d) 

Sec. 516, FAA 
Sec. 517. FAA 
~t.c.. ~I"I F~\'\ 
~. c:, \::1) FPlP\ 

Sec. 21(c)(2), 
AECA 

Sec. 21(d) (last 
sentence). AECA 

Sec. 21(g), AECA 

SHR. Pres. of Senate, 
HASC, SASC 

SHR, Pres. of Senate, 
HASC,SASC 

HAC, SAC, SFRC, 
HFAC,SASC,HASC 

, SHR. Pres. Pro Tern. 
Senate 

SHR, Pres. of Senate, 
HAC, SAC 

SHR, HAC. SAC, 
HASC, SASC, HFAC, 
SFRC 

TRIGGER 

NLT 60 days after Presi
dential determination of 
an "international crisis" 

NL T February lst each 
year 

30 days prior to transfer 

RESPONSIBLE· 
DOD COMPONENT 

DSAA/OPS/Country Desk 
Officer 

USD(A) 

DSAAIOPS 

Within 48 hours of change General Counsel. DOD 
in status of hostilities or 
terrorist acts which would 
endanger American lives or 
property 

Presidential determination 
and budget request for 
emergency funds 

U.S. conclusion of any 
standardization agreement 
on training for identified 
purchaser 

DSANQPS/MGMT 

DSAA/COMPT/Training 
Organization and Manpower 
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AUTHORIZING 
REPORT ITEM LEGISLATION RECIPIENT-

21. Proposed Agreements for NATO Sec. 27(0, SHR. HASC. SASC, 
Cooperative Projects AECA HFAC, SFRC 

22. Quarterly Report on Price and Sec. 28. AECA SHR, S FRC 
Availability; LOA Requests for 
S7M or more of MOEI$25M or 
more of defense articles and services 
or for air-to-ground/ground-to-air 
missiles 

TRIGGER 

NLT 30 days prior to 
signarure of agreement 
on behalf of USG 

NL T 15 days after end 
of each calendar quarter 

RESPONSIBLE 
DOD COMPONENT 

OSAA/OPS/MGMT 

OSAA,COMPT/DMO 

23. List of all accepted and 
unaccepted LOAs to sell 
excess defense articles 
through FMS procedures 
(See also Itern 1112) 

HFAC Report No. SHR, SFRC NLT 60 days after end OSAA,COMPT/FMD 

24. Waivers of non-recurring 
recoupment charges 

25. Quarterly ReportS on Com
mercial and Governmental 
Military Exports: 

(a) List of all Wlaccepted LOAs 
valued at SIM or more 
for MOE 

96-70 (International , ofeach quarter. This is 
Security Assistance included in reports required 
Act of 1979), 24 by Sec. 36(a), AECA. 
March 1979, page 25; See Report Item '25 
5~ !?"I~{J:stf0oWw), EY~' Fi~ ~ ~ PB-\-
HGOC Report No. SHR, SFRC Included in reponsrequired OSAA/OPS/MGMT 
97-214,31 July by Sec. 36(a), AECA. 
1981 See Report Item '15 

Sec. 36(1), AECA 

Sec. 36(a)(1), AECA 

SHR,SFRC NLT 60 days after end of 
each quarter 

OSAA,COMPT/DMD 

OSAA,COMPT/DMO 

I I 

I 
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REPORT ITEM 

(b) List of all accepted LOAs 
valued at SIM or more for 
MOE; total value of all 
defense articles and services 
sold during the fiscal year 

(c) Cwnulative dollar amounts 
of FMS direct credit and 
guaranty agreements made 

~ 
during the fISCal year 

(d) Dollar amounts of Foreign txl 
r Military & Construction 
tTl Sales Agreements concluded 
tTl during the quarter, projec-, 
!=" tions for remaining quartt:rs 

-- (FMCS Staled separately) 
(j 
0 (e) Foreign Military Construc-g tion Sales (Sec. 29, AECA) 
::s made during dte quarter c 
('1) 

0- (0 Third-party transfer of defense --
"0 articles or services whose 
~ value (in terms of original (JQ 
('1) acquisition cost) is Sl,ooo,ooo 
-:I 
0 

or more 

~ (g) Transfers to non-DOD USG 
agencies of munitions list 
items worth S250,OOO or more 

(h) See Items 19,23 & 24 

AuTHORIZING 
LEGISLATION 

Sec. 36(a)(2), AECA 

Sec. 36(a)(3), AECA 

Sec. 36(a)(5) & (6), 
AECA 

Sec. 36(a)(9), AECA . 

Sec. 36(a)(10), AECA 

Sec. 36(a)(11), AEeA 

SEt,SLfe 
l-)t f~ 

RECIPIENT· 

Fy c,/ f~._ 
C?~~~I 

RESPONSIBLE 
TRIGGER DOD COMPONENT 

DSAAICOMPI'IDMD 

DSAA/COMPI'ICMMD 

DSAAICOMPI'IDMD 

DSAAICOMPI'IDMD 

DSAAICOMPI'IDMD 

PcllJDASD for Logistics 

®~. __________ ~A~~ ____ --------------------
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3 December 1990 
. () (' () g I 7/~ Je, 0 

Memorandum for Mr. Silber -7-1-·-~..!.:::::~~:"':"'-~-

. Mr. Malachowski _ 

Mr. Brandt ~ '~ill 
Subject: SAMM Update 

Changes at Tabs A and B are based on Mr. Silber's 
recommendation next under. Please review and provide your 
comments/clearance for inclusion in SAMM Change 3. 

This is my original, and only complete, copy. If you return 
to me when you have reviewed, I will be able to track its 
progress and avoid requesting status unnecessarily. 

Attachments 
as 

pscwd1 

Thanks, 

\:)~~~ 
Wayne Wells 
OPS-E/78108 



DEFENSE SECURITY ASSISTANCE AGENCY 
General Counsel 

November 28. 1990 

MEMO FOR Diehl McKalip 

SUBJECT: SAMM Update 

Sec. 1301 of the National Defense Authoriz
ation Act for Fiscal Year 1991 (Pub.L. 101-510, 
approved Nov. 5, 1990) repealed, inter alia, 
sections 117 and 118 of title 10 United States 
Code, and sec. 1303(b) repealed section 514(e) 
FAA. 

These reporting requirements as cited in 
SAMM Table E-6 as items #2, #8, and #9 should be 
eliminated. SAMM Section 703 needs to be purged 
of references to 10 USC 118. Also, item #12 of 
SAMM Table E-6 should be expanded to cover 
sections 518 and 519 FAA, while item #23 should 
be supplemented with the new EDA sales 
notification in sec. 548 (1st proviso) of the 
FY91 Foreign Ops Appropriations Act. 

Perhaps Willy Brandt and Ron Malachowski 
could help Wayne Wells update the SAMM in their 
respective areas now. 

cc: Ron Malachowski, DSAA(C)FMSCD 
Wayne Wells, DSAA(OPS-E) 
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80206.B.7.c. 

c. Discrepancies identified in paragraph 2.g.(1 lea) must be documented in 
r accordance with Processing Discrepancy Reports Against Foreign Military Sales Shipments 

; (DLAR4140.60, AR 12-12, NAVMATINST 4355.72, AFR 67-7, MC04140.1B) with the ROD 
'\.. sent to the OOD component 

'-. 

8. Small Parcel Shipments. 

(a) Small Parcel Defined .. Although basic policy prescribes consolidation of 
shipments, it is frequently necessary to ship small items or packages on an individual basis. More 
information may be found in Chapter 206, Military Traffic Management Regulation. 

(b) Authorized Transportation Modes. Transportation officers are 
authorized to utilize either the U.S. Postal Service parcel post facilities or commercial small parcel 
carrier equivalents. oE<::::::----

(c) Use or Commercial Packal:e Carriers. Shipments through such 
commercial carriers as United Parcel Service (UPS) may be made when such shipment mode is 
responsive and cost-effective. Charges for such shipments will be assessed the FMS purchaser. 
Commercial shipments will be addressed to the agents or representatives specifically designated by 
the purchaser in the MAP AD. When shipment is to be via domestic parcel post or commercial 
package carrier equivalents, the transportation officer should consult the various tariffs or package 
carriers to ensure that the desired service is available and meets the following criteria: 

(1) CWo Shipments will be made at the least cost for the service required. 

(2) Audit Trail. The transportation service selected must provide a proof 
of entry into the transportation network. 

(3) Speed or Service. The service selected must be responsive to required 
delivery date and priority. 

-if. ppoof-Pl-l>diN¥. T.Q preclude extensh'e DOD cemponent iR't'elYement in 
FMS elaim g\thmigsion~Small parcel shipments should be made by traceable means and sufficient 
records kept to enable proof of delivery. Insured shipments are authorized, if appropriate. Mode 
o~ shipment will be goyerned by the cost,. evidence of shi~ment, ~nd sJ?Ced of service requireme~ • 
cntena. Complete gUidance fur preGesslJ~g FMS RODs IS proVIded Jft DI aAR0n4tffl:60.aDd tI-. ~ 

d.... Shipments Beyond CONUS. If movement is directed beyond CONUS, ---=-
international parcel post, if specifically authorized by an FMS case, may be utilized and the 
purchaser charged pursuant to OOD 7290.3-M, if a better means of shipment is not available. As a 
rule, Military Postal Service (MPS) through APO or FPO will not be used for FMS shipments; 
however, exceptions to policy are authorized for classified shipments when the purchaser does not 
have approved facilities to receive classified items in the U.S., or where the sales order specifies 
delivery in country through the resident U.S. SAO. Such exceptions will be kept to the minimum 
and the cost of such shipments will be assessed to the purchaser. 

9. Transportation or Classified Materiels. Ifin the case of FMS processing or 
direct commercial contract processing, the purchaser proposes to take delivery and custody of 
classified materiels in the United States and use its own facilities and transportation for forward 
shipment to its territory, the foreign purchaser or its designated representative shall be required to 
submit a transportation plan for review and approval by the cognizant OOD component. This plan, 
as a minimum, shall specify the storage, facilities, delivery and transfer points, carriers, couriers or 
escorts, and methods of handling to be used from the CONUS point of origin to the final 

802-12 
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80206.B.12.a.(4) 

~ -:;, 
DOD SI0S.38-M 

(4) Initiating transportation discrepancy actions and documents prescribed in 
ARS5-28INAVSUPINST 4610.33C/AFR 75-181MCO 4610.19D, DLAR 4500.15, Reporting of 
Transportation Discrepancies in Shipments. 

b. Where there are U.S. military forces positioned or deployed in areas that are 
receiving FMS materiel, and where these forces are supported by U.S. Military Terminal Units or 
Support Activities, arrangements may be initiated by the local U.S. military representative who 
may designate these units to act as the agent or representative of the local U.S. representative to 
accomplish the functions incident to the delivery of FMS materiel to the recipient country via the 
DTS. 

~ 
c. If compliance with Paragraphs 'k( 1) or (2) above is not feasible or possible, the 

responsible DOD components will amend all agreements for FMS materiel to provide that custody 
shall pass within CONUS and that transportation support beyond CONUS will be the 
responsibility of the purchaser. 

13. Re-deliyery Policy and Use of the DIS. 

a. When a DOD component solicits the buy back of a defense item from an FMS 
purchaser, use of the DTS may be authorized if deemed appropriate by the cognizant DOD 
component with funding by that DOD component. 

b. When a DOD component is requested by an FMS purchaser to buy back 
previously purchased defense articles, transportation normally should be arranged and funded by 
the FMS purchaser. Unsolicited buy backs of sensitive, hazardous and classified cargoes may be 
moved within the DTS, with reimbursement from the FMS customer, if deemed appropriate by the 
cognizant DOD component. . 

14. Government Bill of Ladin&. 

a. Shipment via GBL is not authorized except when specified in the LOA and 
approved by the cognizant DOD component as an exception. 

b. When the GBL is used, the DOD retains responsibility for the associated 
administration of processing claims against carriers or for obtaining proof of delivery at destination 
on movements to freight forwarders/country representatives, military controlled terminals, and 
commercial ports. 

c. When a GBL is used, the DOD is performing a reimbursable service for the 
FMS purchaser and custody must not be construed to mean retention of title or acceptance by DOD 
of the risk of loss or damage. 

15 .. CCBL or Prepaid Shipment to Frei&ht Forwarder/Country 
Representatiyes. This procedure normally will be used for FMS shipments on movements to 
freight forwarders and country representatives. Purchasers will be informed by the DOD 
component concerned that they are responsible for: (1) acceptance and payment of CCBL 
shipments made in accordance with DD Form 1513 terms, (2) providing appropriate insurance 
coverage from the point of delivery to the carrier, and (3) in-transit accounting and settlement of 
claims against carriers. When shipment cannot be effected by collect CBL, due to tariff 
restrictions, refusal of carriers to accept collect freight shipments, or other reasons, the following 
are applicable: 

a. Only when the LOA so authorizes may the shipping transportation office 
guarantee payment of charges on collect CCBLs, or; 

802-15 
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80206.D.13. 

U.S. Air Force 
DAAlA».A/7kAddress: co,.,..,...~ 

fI----- I -·· ~) Air Forc~Logistics~1 
A1TN:~I~DsTrI 
Wright-Patterson AFB, OH 45433-~ 

SOD} 

Defense Loeistics Aeency . . 
Address: 
Headquarters. Defense Logistics Agency 
A1TN: CodeDLA-OT 
Cameron Station 
Alexandria, VA 22304-6100 

Telephone: 
Commercial 
(513)257~ 

DOD 5105.38-M 

3Lt2..2. 

Telephone: 
Commercial 
(202) 274-6754 

13. Claims for Loss or Damaee. The purchaser should assure that the freight 
forwarder can place claims for loss or damage ofFMS materiel while in custody of the carrier, and 
that the purchaser is credited with an amount recovered. RODs covering shortages (non-receipt) 
should be submitted by the purchaser to the freight forwarder for review and response prior to 
submitting them to the appropriate DOD Component's Security Assistance Organization. 

14. Claims Aeainst the DOD For Incorrect Shipment. The purchaser agrees 
by acceptance of the LOA, to provide complete and timely supporting documentation for claims, if 
any, against DOD for those alleged improper or incomplete shipments which are not the 
responsibility of commercial carriers. 

15. Reparable Retyrn Materiel. All materiel returned to the U.S. Government for 
repair and return (repair, overhaul, servicing, etc.) should normally be shipped at purchaser 
expense and handled outside the DTS unless use of the DTS is authorized on the LOA. Shipments 
are normally moved through the freight forwarder, who is responsible for clearing the shipment 
through U.S. Customs and transshipping materiel prepaid to the designated CONUS repair 
facility. The purchaser should assure that .a11 such reparable shipments are accompanied by 
appropriate shipping documents and a customs declaration, and that the purchaser's freight 
forwarder has the capability for receiving and transshipping such materiel. 

16. Insurance. Unless a purchaser is self-insured, commercial insurance should be 
obtained to provide coverage against loss and damage of property, injury to or death of persons, or 
other transportation risks incurred while the purchaser's property is in custody of the freight 
forwarder, aboard any carrier, or transiting any port facility. This includes shipment of reparable 
materiel. It is recommended that any commercial insurance be placed with United States private 
flrms, to the extent possible. Freight forwarders will normally be covered for liability insurance 
against injury or death of persons. Purchase of separate liability insur..nce by the customer would 
be a duplication. 

17. Updatine the MAPAD. This is a directory of purchaser representatives and 
freight forwarder addresses and codes ("Ship to," "Mark for") used by DOD shipping activities. It 
is essential that the purchaser maintain this directory in current status to assure delivery. 

E. Responsibilities of the Freieht Forwarder. 

1. General. The services of an international freight forwarder are procured under 
contract by the purchaser for the purpose of receiving, processing, and transshipping FMS 
materiel. The purchaser is responsible for negotiating with the freight forwarder for services and 
for management of the functions related to handling of FMS materiel. The usa has no 
jurisdiction, nor responsibility for, accomplishing these functions. This paragraph lists actions and 

802-20 



., . 

REPLY TO 

ATTN OF, 

- -----_. __ . -

~~~ 
DEPARTMENT OF THE AIR FORCE 
HEADQUARTERS AIR FORCE LOGISTICS ,COMMAND 

WRIGHT-PATTERSON AIR FORCE BASE, OHIO 45433-5001 

DST 31 JUL 1990 
Request for Change 
Management Manual 

to DOD 5l05.38-M, Security Assistance 

HQ USAF/PRIP ,I~ 
DSAA/OPS-E ""UJ 
IN TURN 

1. Request the following change be made to subject manual, 
paragraph 80206.D.12, page 802-20: 

U.s. AIR FORCE 

Address: 
HEADQUARTERS AIR FORCE LOGISTICS COMMAND 
ATTN: DSTTI 
WRIGHT-PATTERSON AFB OH 45433-5001 

Telephone: 
Commercial 
(513)257-3422 

2. Our point of contact is Mr Earnest Campbell, HQ AFLC/DSTTI, 
AUTOVON 787-3422. 

FOR THE COMMANDER 

~~ Colonel, USAf. cc: AFLC ILC/XMXB 

Director of Transportation 
DeS/Distribution _.~ 

APlaC=- COMBAT STRENGTH THROUGH LOGISTICS 
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80401. 

~1 ______ ~S~E~C~T_IO~N~8~O~4_.~A~M~E~N_D_M_E~N~T~S~A~N~D __ M_O __ O~IF~I_C_A_T_IO_N~S ________ ~I ** 

80401 GENERAL. 

A. Use of DO Form 1513. 1513-1. or 1513-2. In general, DO Forms 1513-2 are 
faster and simpler to develop and process than DO Forms 1513-1 which are faster and simpler than 
DO Fonns 1513. Conversely, use of DO Forms 1513-1 or 1513-2 makes long term accounting 
more difficult, makes program reconciliation more cumbersome, and delays LOA closeout. FMS 
programs are best served through use of the DO Fonn which best safeguards U.S. and non-U.S. 
interests while most efficiently accomplishing the needed program change within the constraints of 
Paragraphs 80402 and 80403. This must include both shott and long tenn considerations. If there 
is doubt as to whether to use the DO Fonn 1513, 1513-1, or 1513-2, the issue should be referred 
to DSAA Operations for resolution. 

B. Major Chanees in Scope. Major changes in scope nonnally require the preparation 
of a new LOA, DO Fonn 1513. Examples include addition of SME, including MDE, or a 
substantial expansion after the program has matured. 

note: 
C. Genera. Condjtjons. All DO Fonns 1513-1 and 1513-2 will contain the following 

'Except as expressly amended hereby. all tenns and conditions of the subject LOA 
(including without limitation the General Conditions) continue in full force and effect' 

D. Identification of Percentaee Rate for Certain Costs. Percentage rates, such 
as those used for determining PC&H, general administrative, or other costs should not be shown 
on LOAs, amendments, or modifications. 

E. $50.000 Break Point for Recordine Amendments. The DSAA data base will 
record amendments reflecting net increases of more than $50,000 in the fiscal year the DO Fonn 
1513-1 is accepted. DO Fonns 1513-1 which reflect net increases of $50,000 or less will be 
recorded in the year of the basic FMS case. 

F. Pen and Ink Chanees. Except for DSAA-issued changes to financing tenns, pen 
and ink changes to DO Fonns 1513-2 are not authorized. Pen and ink changes to DO Forms 

11£,'; aI\ 1513-1 may only be accomplished prior to case acceptance. Pen and ink changes are authorized 
when the changes are minor, administrative. or corrective in nature, such as extension of the offer 
expiration date or adjustment to the initial deposit or payment date. If the change provides for an 
increase in scope or revision of the terms of sale or total costs, the IA must obtain the concurrence 
of DSAA FMS Control Division and the Operations Directorate Regional Division prior to IA 
authorization. The IA must authorize all pen and ink changes, prior to the expiration date, by 
message or letter to the purchaser with a copy to SAAC/FRS. The IA must submit appropriate 
changes to the 1200 System data base in the S3 transaction type fonnat (Chapter 15) whenever a 
pen and ink change to the expiration date of LOAs is authorized. Extensive changes must be made 
by issuance of a restated DO Fonn 1513-1. Copies of LOAs and amendments, including revised 
TI..Ws if applicable, that have been modified by authorized pen and ink changes must be distributed 
by the IA to SAAC and other organizations following customer signature. 

@ 
804-1 -Change No.2, 2 Jul, 19~ 
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c.h~~ 3 
DOD 5105:38.M 

or services (normally identif'ulble to one or more end items) with no definitive listing of 
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 ClSC value. 

b. The customer's materiel requirements will normally be filled from procurement 
rather than from DOD stocks. 

= • 

i 
c. Blanket Order cases are established to facilitate and simplify procedures for 1 

(orcignPUIC~ ~ ot /1.. so LOJ/ oJ.iJIl:.L ~ 'boa- +ha.. vlAkt.. ":l; ~k> "",04 i 
~~ft"~u ~'AI,~p¥~r~"Ailiti4'Il~iJ'2f;~~u.. .. \;o11- ~ OnO.v\oV7\9!-' 1-0" 1-;;- \ 01\. ~ClM. """"" ~ TYU- \ 2.. _~~_) J .t AI\.i.oo. tb w' . ~ . ~a'o • Lo .. n_dT·~ 

p e. ~~er cases =e1drrurustra~ead~hne 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 Pans. Consumable or reparable items which become 
part of a higher assembly during period of use. Items are normally those listed in Allowance Pan 
Lists, Initial Spares Support Lists, Initial Outfitting Lists, and the Provisioning Master Data 

The case line items will identify the end item, weapon system or category of article or 
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 ClSC. 

(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 configuration as authorized by the DOD component concerned. The level of services 
must be specified in the ClSC. 

(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 pans needed to sustain repair at various levels; 
establishing failure rates and analyzing reported failure data to make adjusttnents. 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 

systems integration and training programs; Program Activation Teams; and Technical 
stance Teams. 

(6) Traininl. Formal (classroom) or informal (on the job (OJT» instruction 
foreign students by DOD components. contractors (including instruction at civilian institutions), 

7()()"3 ..change No.2, 2 July 1990" 
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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 buyouts; 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. LOB. An eligible foreign countty or international organization which desires P&A data * 
or an LOA from the usa conveys that desire to the U.S. Government in an LOR. 

1. FQrmat. Although no specific format is required for an LOR, the requestor must 
assure that the request is complete as indicated below: 

\.. .. ~hl.....!. Th~~O~~gstspecifywhatisdesired. Fol\. SO LO~, ~ IU.~ ~.u.. 
~ r" '_. ~I f'ff'\\MU 'cU.. pf\A>Y....:.A IL. 

1:). 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 OOD component 

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

e. LORs transmitted by U.S. embassies or SAOs should. when possible. refer to ** 
the countty letter or message requesting data. This can then be referenced in the LOA or other 
U.S. response. 

2. Channels of Submission of LOR. The Department of State has statutory 
responsibility for approving all requests for Foreign Military Sales to eligible countries and 
international organizations. All requests for P&A or an LOA are divided into one of two * 
categories: "Significant Military Equipment" as defined in the IT AR 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 000 component (see Paragraph 70103.N) 
with an information copy to the Bureau of Politico-Military Affairs. Department of State 
(SECSTA TE-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 countty 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 000 component will provide the applicable 
unified command and SAO with a copy or details of the purchaser's request. as appropriate. The 
following must be addressed in transmission of the request by the U.S. Embassy: 

@ 
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70003.B.3.h. 

h. Key factors which will effect the above planning data, for example: 

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

(2) Production line is due to phase out by (indicate date). Start-up costs 
would have to be applied if an lDA 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 infonnation is not valid for purposes of preparing an lDA 
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 lDA. 

k. The DD Form 1513 will not be used to provide P&R data. 

4. P&A Estimates are not Commitments. All responses for P&A data will 
include the following note: "The provisions of the foregoing 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." 

S. Aeents Fees or Commissions. Any P&A quotation which contains agents fees 
or commissions will be coordinated with the Management Division of the DSAA Operations 
Directorate before dispatch. 

6. 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 
lDA 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 lDA is 
effective until all articles offered are delivered and all services completed. LOAs for blanket order 

It 

It 
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~ ..-.M 4 AWf-' '1J~~o,j)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, 

7. Response to ReQuests which Involve Less than EOQ. When a request is It 

received for P&A or an LOA which cannot be supplied from stock and cannot be immediately It 

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: ~J 
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REPLY TO 

, , 

SECURITY ASSISTANCE ACCOUNTING CENTER 
DENVER CO 80279-5000 

ATTN OF FS 1. 8 JAN 1991 

SUBJECT Change to security Assistance Management Manual (SAMM) , DOD 
5105.38-M, Blanket Order Letter of Acceptance 

TO DSAA/OPS-E 
ATTN: Wayne Wells 
The Pentagon, Room 4B740 
Washington DC 20301-2800 

1. In reply to your memorandum, 1q December 1990, reference 
1-58198/90, on subject SAMM change the following comment is 
provided. Proposed paragraphs 70003 B.6.b. and 130503 A. 
appear to contradict one another. Paragraph 70003 states that 
the Letter of Acceptance (LOA) is effective until all 
performance is completed while paragraph 130503 states the LOA 

I is a candidate for closure if there is no performance within 
180 days. Recommend that the following statement be added to 
paragraph 70003 B.6.b. "or if the DOD component takes action to 
close the BO LOA if no orders have been placed against an open 
BO LOA for 180 days or more". 

2. If there are any questions 
AFA~C~S;P, DSN ,26-6249. 

:hr~ 
T, F. CONRf..D I COLO}~EL, USA 
Deputy IHreotor 

please contact John Hopper, 

cc: DSAA(C)/FMD 



---_.- -

70103.H.2.h. 

h. Schedules or Personnel Trajnjn~. 

VI..w,...u . c.w....". ~ 

DOD SlOS.38·M 

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

(2) PurchasiDl: Nation's Responsjbilitjes. 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. 

~::':'~:t:=j= :';' 
_c~. ,h-

i. LQ~jstjcs 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) Confi2uration. 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) L02istics Conferences or Site Surveys. 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!Repajr Parts. The DOD components authorized to 
make offers will assure that at least a one-year supply of "in-country" concurrent (initial) 
spare/repair parts, through fourth echelon requirements at U.S. peace-time usage rates, shall be 
included with equipment being offered. Such spare and repair parts packages should be identified 
by category and total value rather than by item. Nonnally. pricing of individual repair parts is not 
done. 

(5) Spare Parts Support Ayailability. 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) Sole Source Procurement. If the purchaser has specifically requested 
that procurement of a particular item is to be provided from a sole source. the designation will be 
addressed in the "Notes" to the LOA. (See Chapter 8. Section 801, paragraph 80102. for Sole 
Source Procurement Provisions.) t, 

701-6 
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80402 OD FORM 1513·1 - AMENDMENTS TO LOAs. 

A. General. 

1. Revision to an LOA which requires purchaser acceptance must be by an 
amendment (see Table 804-1). 

2. Initial deposits will be included (see Paragraph 130401) when the existing LOA 
payment schedule does not include sufficient amounts to cover costs from the expiration date of the 
DD Fonn 1513-1 until the next billing cycle. Show the initial deposit requirement in the right-hand 
comer of Block 28 by typing "28(a) Initial Deposit (Amendment _): $ __ ." Also, include the 
initial deposit in the financial annex payment schedule. 

3. For undercollected LOAs, unless prior approval is obtained from DSAA, lAs will 
inform the purchaser that the amendment cannot be implemented until sufficient payments have 

. been received to cover current financial requirements, including termination liability. 

B. DSAA Couotersjl:oaturc ReQujred. DSAA countersignature on the DD Form 
1513-1 is required for the following: 

1. The LOA has been the subject of a Congressional notification [Sec 36(b), AECA] 
or qualifies for notification based on the amendment (see Section 70303.A.4). 

2. The LOA value is increased (lilt noa,tisA i. Q , ~.11 ) 

3. Amendments to LOAs which involve FMS credit, MAP, SDAF, or third countty 
financing, including those that change the payment schedule or method of financing. All 
types/sources and amounts of fmancing should be shown. 

4. Amendment is outside parameters in C. below. 

C. DSAA Couotersil:oature Not Required. Copies of the following amendments, 
which are exempt from countersignature, will be provided to SAAC (FRSC) by the IA at the time 
of release to the FMS purchaser: 

1. Changes in performance periods of services LOAs, such as training or technical 
assistance, and changes in requirements for training LOAs, provided that the period during which 
the service is to be performed is not extended to more than a total of 36 months. 

e, l!iatcilSioilS to lhe onioRn! ,!lied 8ft RQ kQ/ID, pn, iii •• hl. "'. ,n'.~ :h . ! 
,. b ·tanH!!. 19 b~;.ret "tende d' 9 more 'be 2 'ete' at 3f..:lft.77th 

2.... Addition of supponing anicles (non-SME) or services, or definitization of 
undefined suppon lines, provided that the addition does not extend the date of delivery more than 
12 months past the longest projected availability on the original LOA. 

~. •. Minor increases in quantity of a defined line LOA for non-SME items, provided 
the time for ultimate delivery is not increased by more than 12 months past the longest projected 
availability on the original LOA. 

4. •. Changes in anicle or service configuration which do not substantially increase 
capability. 

804-2 
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80403.B.l. 

1. Modifications to LOAs which have been the subject of Congressional 
[Section 36{b), AECA] notifications (see Section 70303.A.4). . 

2. Modifications to WAs which involve FMS credit, MAP, SDAF, or third countty 
financing, including those that change the payment schedule or method of financing. This includes 
modifications that change the method of financing after purchaser signature on the LOA or 
amendment, but prior to implementation. All types/sources and amounts of fmancing should be 
shown. 

3. Shifts of case value between two or more FMS cases by concurrent 
modifications. The following conditions must be met: 

a. The FMS country official who requests the shift in value has the authority to 
accept WAs. 

b. Total amount(s) increased are no more than the total amount(s) decreased. 
H addition(s) to the LOA(s) being increased will generate a requirement for an initial deposit, a 
DD Form 1513-1 must be used. 

c. LOA(s) decreased have adequate funds available to cover remaining 
obligations. 

d. All Fonns 1513-2 are provided to DSAA as a package for countersignature 
and cross-reference each other in Block 11 as follows: (On decreased LOA) "Value of $ __ is 
hereby transferred to FMS _-_-_ (reference notice _ )" and (on increased LOA) "Value of 
$ __ is hereby transferred from FMS _-_-_ (reference notice _ )." 

4. O.LLW~ ~~ ~ ~ 01 N"f'VON-~ 9Q ~. 
c. Modificatllins Not Reguirin& J)SAACountersi&nature. Copies of the 

following modifications, which are exempt from countersignature, will be provided to SAAC 
(FRSC) by the IA at the time of release to the FMS purchaser: -

1. Price increasesMo\ o+hJJ\w~ ~~~ ~~ ~ 
~.t.A.. :v..... ~ ~CJ\I.L, , . 

2. Price decreases resulting from price reductions or from article or service 
reductions or deletions. 

"t-. date. 
3. ~aAges, ifteltJding exteftsions of 90 days or less, 9f the delivery eommibBeftt 5' 

~/..:t,.. Changes to transportation codes due to the requirement to use the DTS 
(e.g., shipment of hazardous or sensitive cargo). 

4-,,*, e. Addition to or revision of clarifying notes. 

~,-'., Changes in payment schedules where MAP, FMS credit, SDAF, or third country 
financing are not involved. 

~I ~... Changes in Generic or MASL coding to correct an administrative error only. 
There should be no change to the configuration (or description) of articles or services to be sold. 

® 
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DOD SUfS.3S·M 

A. GeneraL When order~(l articles have been physically delivered and ordered services 
performed,_Bii18 sa' ..ra candidate for closure. lAs should submit FMS Case Closure 
Certificates to SAAC in accordance with DOD 7290.3-M, Chapter 5 after the following actions are 
complete: ~or\ N\O o~ 'r-Av.L ~ ~ .~~ ~ PIOW1 ~o \...Dp.. ~I'\. 

\ ~o ~~ Of\. ("r'r\ol\.Q..) 4-hL 1..\\ ...o~IA\..rL V'Ih-.~ ~ \..01:\ 
1. Performjnce and BUlim:. Reports of Performance submitted to SAAC to 

report all delivered articles and services have processed and billed to Purchaser on FMS Quarterly 
Billing Statements. 

2. Reimbursement of Costs. Costs of articles and services have been reimbursed 
from FMS Trust Funds to DOD appropriations or usa equity accounts. 

3. FMS Accountin&: Balances. IA and SAAC accounting balances have been 
reconciled and all performance and disbursements have been properly reported and accounted for. 

4. Item Discrepancies. All outstanding ROD claims have been submitted to 
SAAC. 

B. Estimated Case Closure Dates. lAs should provide an "Estimated Case Closure 
Date" in all LOAs. Although a case closure date will not normally duplicate the final estimated 
delivery date referred to in LOAs, there should be a close correlation. The DOD Executive FMS 
Reconciliation and Case Closure Board provides the means whereby lAs can recommend fmal 
closure of cases when all deliveries are complete although charges on open contracts remain 
unbilled for the case and cannot otherwise be closed under current DOD guidelines. It is no longer 
necessary that cases remain unclosed on active files for years after full delivery of articles and 
services because contract overhead, renegotiation of profit, and similar costs are not finalized. 

-
C. Case Status. Cases must be implemented (status 'T') in the SAAC FMS accounting data 

file and the DSAA 1200 System in order to be reclassified closed (status tIC'). This also applies to 
instances when the Purchaser requests cancellation of a case (see paragraph 130705.B.3.). 

] 30504 DOD EXECUTIVE FMS RECONCILIATION AND CASE CLOSURE 
BOARD. 

A. Purpose. A DOD Executive FMS Reconciliation and Case Closure Board has been 
established as a means to close cases that cannot otherwise be closed. The general purpose, 
organization, and functions of this high-level board are described in DOD 7290.3-M, Section 503. 
The Deputy SECDEF has empowered the Board to authorize the billing actions and accounting 
adjustments which lAs recommend to bring case level records into agreement and allow closure in 
accordance with established DOD policy. 

B. Qualifyinl: Criteria for Board Review: The criteria which should be used by 
lAs to select cases for submission to the Board are as follows. 

1. The case cannot be closed under current DOD policy. 

2. There are abnormal balances in SAAC's central accounting system general ledger 
accounts and the case level trial balance. 

@ 
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DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, DC 20301-2800 I 0 DEC 1Q90 
In reply refer to: 
1-58198/90 ~ 

-~i:\ p~ 0"'''' 
".,.,..' _ \.. ,."r- , 

MEMORANDUM FOR DIRECTOR DEFENSE LOGISTICS AGENCY t,.. c.~i'\I.l 

ASSISTANT DEPUTY CHIEF OF STAFF FOR LOGISTIC~ ~~ o~~ 
(ADCSLOG) (SECURITY ASSISTANCE) ~ ~~)~f 
DEPARTMENT OF THE ARMY ". \',', r .~ 

~"'~ 
DIRECTOR, NAVY INTERNATIONAL PROGRAMS OFFICE .(~\.'1'\')J~\ ,-, 
DEPARTMENT OF THE NAVY rt""'u' ,_~ ,'Itfr 

" "" o)r ~ 
DIRECTOR OF INTERNATIONAL PROGRAMS/PRI~~~~~:.:~~~ 
DEPARTMENT OF THE AIR FORCE .. vd' ~~ 

,#,.t 
DIRECTOR SECURITY ASSISTANC~ AC~OU~TING CENTER,..1I1 

'V"::>~~ ~~). p~ \\~ 
SUBJECT: ~AMM Change, Blanket Order LOAs 

References: a. DOD 5105.38-M, SAMM 

b. DSAA memorandum 1-02805/90, 6 June 1990, 
subject: Period of Performance on Blanket Order 
and FMSO II LOAs (attached) 

The SAMM presently requires an ordering period of one to 
three years for blanket order (BO) and FMSO II LOAs. Reference 
b. requested input to validate or adjust the period. 

We propose to incorporate/the following into change 3 to the 
SAMM: 

paragraph 70002.c.2.d. Replace with "d. The scope of a 
BO LOA will be determined by funds made available for ordering. 
The LOA value for ordering may only be increased during the 12 
month period following implementation of the basic LOA." 

Paragraph 70003.A.1.a. Add "For BO LOAs, the required 
level of funding should also be provided." 

paragraph 70003.B.6.b. Replace with "b. Periods of 
Effectiveness. The LOA will itemize the defense articles and 
services offered and, when executed, becomes an official tender 
of the USG. An accepted LOA is effective until all articles 
offered are delivered and all services completed. BO LOAs remain 
in effect until the purchaser has requisitioned articles or 
services for up to the value of funds available on the LOA." 



.... 
- .. 

Paragraph 70103.H.2.h.(3), third line. Delete "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.". 

Paragraph S0402.C.2. pelete. Renumber C.3 through C.S as 
C.2 through C.4. 

paragraph S0403.C.1. Change to read "1. Price increases 
not otherwise requiring Countersignature as discussed in B 
above." 

Paragraph S0403.C.4. Delete. Renumber C.S through C.S as 
C.4 through C.7." 

Paragraph 130S03.A. Change to read "A. General. When 
ordered articles have been delivered and ordered services 
performed, or no orders have been placed against an open BO LOA 
for 180 days or more, the lA should consider the LOA a candidate 
for closure. lAs should submit FMS Case Closure Certificates to 
SAAC in accordance with DOD 7290.3-M, Chapter 5 after the 
following actions are complete:" 

For the present time, the period of performance for FMSO II 
LOAs will remain unchanged. 

Extracts of the SAMM, with changes annotated, are attached. 
Comments concerning these changes should be provided by 4 January 
1991. The DSAA point of contact is Mr. Wayne Wells, DSAA/OPS-E, 
DSN 227-8108. 

Attachment 
as stated 

cc: CDR, DISAM 

iflL-t? ~ 
GLENN A. RUDD 

DEPUTY DIRECTOR 



.~---.-. - - _._-- ._._---.- .. - .. - ... - - .. 

DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, DC 20301-2800 

2 1 DEC 1990 

MEMORANDUM FOR OPERATIONS - E (MR. WAYNE WELLS) 

SUBJECT: SAMM Change, Blanket Order LOAs 

Reference: Your memo dated 11 Dec 90, same subject 

We have no comments and concur with the proposed SAMM change 
for Blanket Order LOAs. 

Our point of contact is Mr. Jerry Friesz, COMPT-FMD, 614-1173. 



MEMORANDUM FOR DSAA COMPTROLLER 
DSAA PLANS . 

11 December 1990 

SUBJECT: SAMM Change, Blanket Order LOAs 

The memo attached, concerning a change to the ordering period 
for blanket order LOAs, is presently out for staffing. 

Any comments which your directorate might have should be 
provided to the undersigned by 4 January 1990. 

Attachment 

as 4 / . . 

/ !l 2,At~,/ 
/ 

pscnd3 
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80402.C.6. 

~3 
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6. A change in ttansponation delivery code(s), resulting in increased costs to the 
purchaser~ ..... +- ~.Q.O ~ ~ ~ O'I/~ \....O~ VM-L., ~ 

7. Changes to FMSO cases which do not change fund levels or the range of items to 
be ordered. 

80403 DD FORM 1513.2 • NOTICE OF MODIFICATION OF LOA. 

A. General. 

1. DD Forms 1513-2 (see Table 804-2) are used for U.S. unilateral changes. They 
record modifications to existing LOAs which do not constitute an increase in scope when 
acceptance of the change by the purchaser is not required. 

2. Acknowledgement of receipt of the DD Fonn 1513-2, while not required for 
implementation, serves to confmn that the Notice of Modification has been received by an 
authorized official of the FMS country. 

3. Costs charged under an LOA should not exceed the funds available on that LOA, 
and FMS countries do not nonnally want funds to sit in their FMS accounts unnecessarily. 
Balancing these factors is a key program management responsibility (Section 704) which requires 
analyses and careful monitorship to ensure LOA funding is adequate to avoid program disruption. 

a. If monitorship shows that early costs incurred on the implemented LOA are 
deviating from those estimated to the degree that later deviations are unlikely to bring overall costs 
into balance, or OA above case value will be required at some point in the program, a modification 
should nonnally be processed. 

b. The U.S. is committed to apply best efforts to provide the purchaser a 
modification when one of the following conditions exist: 

(1) Estimated total costs increase by ten percent, 

(2) The payment schedule changes, or 

(3) Significant delivery delays occur. 

A modification should also be provided for cost adjustments, even when relatively minor, when all 
items are on order and prices are reasonably firm. 

c. For cost increases, Block 11 should include, as applicable, reasons for the 
increase, contract status, FMS purchaser options to avoid the increase and financial impact of 
selecting the options, time limits for notifying the USG of a desire to cancel or reduce quantities, 
and terms of fmancing. 

d. Price increase modifications will be provided by the IA before the actual 
accrued costs exceed those estimated on the LOA 

4. Price increases or decreases discovered during case closure will be assessed 
during final billing if a closure certificate can be provided to SAAC within six months of the supply 
completion date. When case closure certification will take longer than six months from the supply 
completion date, a DD Form 1513-2 adjusting the case value is required. 

B. Modifications ReguiriDl: DSAA Countersienature. The following 
modifications require DSAA coordination and countersignature: 
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1. PARA 80402. B.2 OF REF A CONTAINS THE PARENTHETICAL 
PHRASE QUOTE (SEE EXCEPTION IN C.6 BELOW) UNQUOTE IN ERROR AND IS 
HEREBY AMENDED TO DELETE THAT PHRASE. 

2. FOR FURTHER CLARIFICATION. PARA 80402. C.6 IS REVISED 
TO READ AS FOLLOWS: QUOTE A CHANGE IN TRANSPORTATION DELIVERY 
coo£(S) WHICH MAY RESULT IN INCREASED COSTS TO THE PURCHASER BUT 
DOES NOT CAUSE AN OVERALL LOA VALUE INCREASE. UNQUOTE. 

3. THE FOREGOING CHANGES ARE EFFECTIVE IMMEDIATELY AND 
WILL BE PUBLISHED IN THE NEXT CHANGE TO REF. BT 
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INSlRUCfIONS FOR PREPARING TIlE UNITED STATES DEPARTMENT OF DEFENSE 
NOTICE OF MODIFICATION OF OFFER AND ACCEPTANCE (DD R:>RM 1513-2) 

A. BLOCK (1) PURCHASER. 

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

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

B. BLOCK (2) PURCHASER'S REFERENCE. A reference will be shown when appropriate. 
A reference may be a letter, message, conference,. meeting. oral request, etc. The reference will 
always include a date. 

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

D. BLOCK (4) CASE IDENl'lflliR. Enter the appropriate country or international organization 
code, implementing agency code and case designator (e.g., UK-P-DLG). 

E. BLOCK (5) SIGNAJVRE. This block should be filled in by an authorized representative. 

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

G. BLOCK Q) ADDRESS. Enter the name of the issuing organization along with the address. 

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

I. BLOCK (9) COUNTERSIGNATURE. The authorized representative for countersignature 
within the DSAA Comptroller will sign all DD Form 1513-2's within this block except as 
specifically exempted in this chapter. Signature will not occur unless all the necessary information 
is contained on the DD Form 1513-2, and all required attachments are furnished. Modifications 
exempted from countersignature should contain the following implementing agency entry: " Not 
Required: SAMM, Paragraph 804031: Date Reviewed (Enter Date)." 

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

K. BLOCK (11) DESCRIPTION OF AND REASONS FOR MODIFICATION.. Describe 
briefly the modification(s) and the reason(s) for the modifications(s). Such information should be 
sufficiently clear, complete and specific that it could reasonably be anticipated to satisfy the 
customer without recourse to further correspondence. (These remarks may be continued on the 
reverse of the DO Form 1513-2, under Box 26, Continuation). Enter the acceptance date of LOA 
or amendment being revised. If the sales agreement is financed by a combination of sources of 
financing. each term of sale and applicable amount will be cited. 

Table 804-2 (continued) 
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I SECTION 901 - ELIGIBILITY 

90101 GENERAL. To the extent feasible, foreign governments purchasing 
U.S. defense articles and services should be encouraged to pay cash. This 
helps to reduce the number of demands on an always limited availability of 
credit and also helps customers to obtain their purchases at the lowest 
overall cost. In those cases where cash purchases are not feasible, the 
purchasing country should be encouraged to use private financing (without 
USG guaranty), thus helping to conserve limited FMS credit resources. 
Credit financing will normally be extended when allowed by u.s. legislation 
and it has been determined that purchases of defense items cannot be 
financed reasonably by other means, taking into account any u.s. military 
and economic assistance that such countries may be receiving, and 
indigenous private financing. In addition to being evaluated for 
consistency with U.s. foreign policy interests (including human rights), 
other proposed arms purchases by the country and the suitability of items 
being purchases will also be taken into account. Of particular attention 
is the level of weapons sophistication and the capability of the country to 
maintain, support, and employ the items effectively. FMS credit assistance 
will not be extended solely to consummate a sale. 

90102 USE OF FINANCING. 

A. Loans issued under the AECA may be used to finance defense 
articles and defense services, including design and construction services, 
of U.s. origin. 

B. FMS Credit financing shall not normally be approved when: 

1. the transaction would place an undesirable burden on a 
purchasing country's foreign exchange resources, create excessive claims on 
future budgets (e.g., induce burdensome expenditures for maintenance, spare 
parts, replacement, and indirect support and organizational costs), or 
otherwise materially interfere with its development; 

2. it is to be used to finance production or coassembly/ 
coproduction projects overseas; and 

3. there is not a reasonable expectation of loan repayment. 

I 

C. Commercial contracts valued at less than $100,000.00 will~~!9t 
be financed with country funds and will not be considered for FMS 
financing. 

D. SAOs should ensure that the host government is aware of basic u.s. 
policies on uses for which FMS credit financing may be applied. Any 
requests for exceptions must be fully justified and submitted through the 
Chief of the U.s. Mission to DSAA for interagency coordination and 
approval/disapproval. No commitment whatsoever should be made to the host 
government prior to receipt of the resources from DSAA. 

901-1 ~Q8. Bu. it ! JUly 1990 
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90209.A.l.e.(1). 

(1) If the items or services are available from production in the U.S., 
purchases of materiel should be made to the maximum extent feasible from the prime manufacturer 
of assemblies or items, the assembler or a U.S.-based distributor licensed by the manufacturer 
who has had a longstanding relationship with the manufacturer and who has been provided with 
general domestic and/or international sales regions. 

(2) A prime contractor must demonstrate to the DSAA (by means of a 
DOD pre-award surveyor other means) its capability--including, for example, expertise, 
experience, facilities, and financial soundness-to perform by itself a substantial portion of the 
work. Prior successful completion of recent direct commercial contracts fmanced with FMS funds 
or DOD contracts for the same or essentially similar items shall normally satisfy this requirement 

(3) Funding with FMS fmancing will not be considered for a proc1;lI'ement 
agent, broker, import-export firm or other intermediary unless justified on factors relative to 
specific country needs and the country's ability to conduct commercial contracting. A request for 
exception will be considered if sufficient justification is provided by the purchasing government as 
to why the purchase is sought from a firm other than the manufactureI'. 

(4) A list of suppliers and subcontractors for the proposed contract, . . 
showing names, addresses, and the materiel and services to be procured by the prime eefttraetor 1"'\tf"Medlo."'J 
must be provided as part of the purchasing government's justification. PRme eofttraeters are ~ . . 
required to identify names and addresses of all projected suppliers and subcontractors applicablClo II'\~" \e..C'~ 
this contract. In such a case it is assumed that the purchasing government will be aware of the 
extent of additional cost or markup by the prime e~fttFaGtor and this data can be provided upon 
request. j{l{.er-rru. ~ • a. .. 'J 

f. Acquisition programs that include contingent agent fees up to $50,000 may 
be approved for financing. DSAA will disapprove FMS financing for acquisition programs, the 
price of which includes sales commissions or contingent fees which exceed $50,000. Contract 
splitting within an acquisition program is not authorized as a means to exceed the maximum 
allowable agents fee. It is not DSAA's intent to determine the amount of fees which suppliers may 
pay to a contingent agent for services perforined to secure a contract or sales agreement, but rather 
it is intended to place a dollar limitation upon the amount of FMS funds which a country may use 
to pay such costs. Such fees decrease the buying power of FMS funds, thereby reducing the 
advantages which the country can achieve from the FMS financing. DOD regulations have limited 
the amount of agents' commissions payable for FMS transactions. Under the DOD FAR 
Supplement 25.7305, sales commissions in excess of SSO,OOO on contracts implementing FMS 
transactions are not allowable costs. 

g. U.S. firms which are selling or have sold the same items to DOD are 
generally recognized as having adequate production and performance capabilities. It is recognized 
that many small businesses or firms that have not previously sold to DOD may be the best qualified 
to provide articles or services unique to country needs. To verify contractors' statements and 
determine their capability to perform under the contract terms, a DOD pre-award survey may be 
required as a condition to FMS financing. Such pre-award surveys normally are not required for 
finns with previous DOD contracting experience. 

h. Contractors and country representatives should plan for the time required by 
DOD to determine the extent of FMS financing authorization. The processing time for contracts 
that are fully in compliance with these guidelines is approximately 60 days. When the prospective 
purchase is from a contractor that does not regularly sell to the USG, the purchaser should allow 
an additional 90 days for USG representatives to conduct a survey of the contractor since this may 
be required by DSAA as a condition for FMS fmancing of the contract 
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herein are cumulative and not in limitation of or substitution for other rights or remedies of the 
Grantor. 

7.2 Any notice, demand or other communication hereunder shall be deemed to have been 
given if in writing and actually delivered at the addresses shown below: 

(a) In the case of the Grant Recipient to: 

(fo be inserted at the time the Grant Agreement is issued.) 

'* ~ ~~ f~\- ~ f',w.,."cri-
Director, Office of Market Development ~ 'v".,~ ovV,tA \-0 V M- VrfV-'~ 

(b) In the case of MARAD to: 

Maritime Administration ~~ 4 ~~~~ ~ ~ 
U.S. Department of Transportation ~ /)'Y"\~ eA ~~tuJ... 
Washington, D.C. 20590-0001 ~ ~ ~ P\~ ~~orlr 

(c) In the case of the Grantor to: ~tjVl).l Ihoo1- J/j'w;t<fNv-r~(AL ~ 
.w-\-~)- .rrvtfr ~ <At ~ ~ 

Director, Defense Security Assistance Agency f"'-'---'-\.. ~ t-o \;lL ~. 
The Pentagon 7" -, ~ 
Washington, D.C. 20301-2800 . 2 

or to such other addresses as may be specified in writing. . ¥ 

7.3 Notwithstanding Section 1.2 hereof, the Grant Proceeds shall also be availabl~fot' 
-refinancing any principal debt of the Grant Reeipient outstanding as of December 22, l~net ifl.. 
arFearnIoder=Leans made-ror gUaf8:flteed pl:lrsttam=t0 Section 23 Of Seetien--24(a) of-the Unired
States Arms &port Control Ac~ Advances requested to be made for such purpose shall be made 
upon delivery to the DSAA of a letter request from the Grant Recipient not less than fifteen 
business days before the disbursement date. 

7.4 (a) This Agreement shall be construed and interpreted in accordance with the laws of 
the United States of America, and if none is applicable, with those of the District of Colombia, 
United States of America. 

(b) In the event of a dispute regarding a Purchase Agreement between the Grant 
Recipient and a Military Department or Defense Agency of DOD that is approved for grant 
financing under this or other Grant Agreements, the Grantor reserves the right to make an advance 
hereunder, notwithstanding Section 1.3 hereof, if the Grant Recipient fails to deliver to DSAA a 
letter request for disbursement in the form set forth in Annex II or fails to comply with the 
documentation requirements set forth as Exhibit B, within fifteen business days after the date the 
disbursement was to have been made. 

(c) In the event of a dispute regarding a Purchase Agreement between the Grant 
Recipient and a Commercial Supplier that is approved for grant financing under this or other Grant 
Agreements, no advance hereunder can be made until the Grant Recipient complies with the 
provisions of Section 1.3 hereof, notwithstanding any dispute settlement provisions or procedures 
included in such a Purchase Agreement or dispute resolution. 

TABLE 902-3A. (Continued) 
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(c) In the case of the Lender to: 

Director, Defense Security Assistance Agency 
The Pentagon 

+0 tn-\oJu ~~ of f~~{;-L 
~_ 'lty->1-J:a OvJvti to ~ ) 
v~\.-<A S~~ ~ tvVA/vn~t- ~..Vl-

~/YY)~an~k.wl 
~~~~~~iJa~ 

or to such other addresses as may be specified in writing. ,~~ f:\ c..)- :¥~ ~~ .:t-

Washington, D.C. 20301-2800 

8.4 Notwithstanding Section 1.3 hereof, the Loan Proceed~~hall als~ ~ilable..( __ ':~ 
refmaneing any pri.Acipal debt of the Borrov/~r outstandi og as of December 22, 1984, nm.-in arFeat:S • 

-HAder Loans made Of gtlaranteed ptl1"Stlant to SeetWa 23 Gf SectiQR 24(a) of the Uaited States Amls 
Export CORB'OI A~ Advances requested to be made for such purpose shall be made upon delivery 
to the DSAA of a letter request from the Borrower not less than fifteen business days before the 
disbursement date. 

8.5 This Agreement and the Note shall be construed and interpreted in accordance with the 
laws of the United States of America, and if none is applicable, with those of the District of 
Columbia, United States of America. 

8.6 This Agreement shall be binding upon and inure to the benefit of the Borrower and the 
Lender and their respective successors and assigns, except that the Borrower may not assign its 
rights or obligations hereunder without the prior written consent of the DSAA. All agreements, 
covenants, representations and warranties made herein shall survive the delivery of the Note and 
the making of the advances hereunder. 

8.7 This Agreement may be executed in any number of counterparts, each of which when 
so executed and delivered shall be an original, but all the counterparts shall together constitute a 
single instrument Annexes I, II, Ill, and IV attached hereto are, by this reference, made a part of 
this Agreement 

8.8 All notices, demands, or other communications given under this Agreement, unless 
submitted in the English language, shall be accompanied by an English translation and such 
translation shall govern. 

8.9 In case anyone or more of the provisions contained in this Agreement or the Note 
should be invalid, illegal or unenforceable in any respect, the validity, legality and enforceability of 
the remaining provisions contained herein or therein shall not in any way be affected or impaired. 
This Agreement or the Note may be amended only with the mutual written consent of the 
Borrower, Lender, and holder of the Note. . 

IN WITNESS WHEREOF, the parties hereto have caused this Agreement to be executed by 
their duly authorized officers and representatives on the day and year first above written. 

GOVERNMENTOF ______________________ _ 

By ______________________ ~------

GOVERNMENT OF TIlE UNITED STATES OF AMERICA 

By ____________________________ __ 

TABLE 902-3. (Continued). 
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DEFENSE SECURITY ASSISTANCE AGENCY 
General Counsel 

January 16, 1991 

MEMO FOR Joan Brubaker, FMD 

THRU: Billy Murrell 

SUBJECT: Amendment of Standard Form of 
Loan/Grant Agreement 

Due to the enactment on November 5, 1990, 
of section 23(e) AECA, please amend Section 8.4 
of the Loan Agreement form to read: 

"Notwithstanding Section 1.3 hereof, the Loan 
Proceeds shall also be available to make payment 
of principal and interest owed to the United 
States Government under any loan made or 
guaranteed pursuant to the Arms Export Control 
Act except principal and interest not due at the 
time payment is to be made. Advances requested 
to be made for such purpose shall be made upon 
delivery to the DSAA of a letter request from 
the Borrower not less than fifteen business days 
before the disbursement date." 

Section 7.3 of the Grant Agreement form should 
read: 

"Notwithstanding Section 1.2 hereof, the 
Grant Proceeds shall also be available to make 
payment of principal and interest owed to the 
United States Government under any loan made or 
guaranteed pursuant to the Arms Export Control 
Act except principal and interest not due at the 
time payment is to be made. Advances requested 
to be made for such purpose shall be made upon 
delivery to the DSAA of a letter request from 
the Grant Recipient not less than fifteen 
business days before the disbursement date." 
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PUBLIC LAW 101-5l3-NOV. 5, 1990 104 STAT. 2045 

States Executive Director to such institution is compensated by the 
institution at a rate which, together with whatever compensation 
such Director receives from the United States, is in excess of the 
rate provided for an individual occupying a position at level IV of 
the Executive Schedule under section 5315 of title 5, United States 
Code, or while any alternate United States Director to such institu· 
tion is compensated by the institution at a rate in excess of the rate 
provided for an individual occupying a position at level V of the 
Executive Schedule under section 5316 of title 5, United States Code. 

(b) For purposes of this section, "international rmancial in· 
stitutions" are: the International Bank for Reconstruction and 
Development, the Inter-American Development Bank, the Asian 
Development Bank, the Asian Development Fund, the African 
Development Bank, the African Development Fund, the Inter· 
national Monetary Fund, and the European Bank for Reconstrue> 
tion and Development. 

WITHHOLDING or OBLlGATlON8 roR THB BtJROPBAN BANK roR 
RKCONBTRUCTION AND DEVELOPMENT 

SEC. 579. (a) None of the funds made available by this Act for the 
European Bank for Reconstruction and Development may be obli
gated until the President reaches an agreement or agreements, as 
necessary, with the Polish Government or with other creditors, the 
authority to enter into which he is hereby granted notwithstanding 
anT. other· provision of law, which accurately reflect the real collect
ability of the debts of the Polish Government to the Government of 
the United States and which adjusts the amount of debt and debt 
service payable by the Polish Government to the Government of the 
United States accordingly, subject to the following conditions: 

(1) an International Monetary Fund agreement is in effect 
with respect to Poland, and it is clear that it is the intent of the 
Polish Government to continue full implementation of that 
program, and 

(2) the recent historic change of the Polish Government into a 
democracy has been maintained, and 

(3) the Polish Government is seeking comparable treatment of 
both public and private external debt. . 

(b) If the President determines that, in order to substantially 
increase the probability of other creditor governments and cammer· 
cial bankers taking actions adjusting or restructuring their Polish 
debt to reflect its real collectability, it is beat for the United States 
. to use the authority contained in subsection (a), then the President 
may exercise the authority of subsection (a) unilaterall" 

(c) Funds may be obligated notwithstanding subsection (a) subject 
to the regular notification procedures of the Committees on Approe 
priations. 

no'roR I'MB DEBT REPAYMENT 

SEC. 580. Section 23 of the Arms Export Control Act is amended by 
inserting a new subsection (e), as follows! 

"(e)(l) Funds made available to carry out this section may be used 
by a foreign country to make payments of principal and interest 
which it owes to the United States Government on account of credits 
previously extended under this section or loana previously guaran. 
teed under section 24, subject to paragraph (2). 

Poland. 
Credit. 
President. 
International 
agreementa. 

22 USC 2768. 

104 STAT. 2046 PUBLIC LAW 101-SlS-NOV. S, 1990 

EfI"ecti .. date. 

IlepcnU. 

Poland. 
Foreign 
currenciel. 

"(2) Funds made available to carry out this section may not be 
used for prepayment of principal or interest pursuant to the author
ity of paragraph (1).". 

I'U'l't1RK A8818TANCK PJlOIBCTIONB 

SEC .. 581. The Congress finds that, 88 is the case with moet 
domesti~ p~~, overall constraints on the Federal budget will 
have a sIgJUficant Impact on the ability of the United States Govern. 
!Dent to meet p~am requirements in the coming years. Therefore, 
m order to assISt the Congress to make the difficult policy choices 
attendant to budget shortfalls, the Congressional Presentation Docu. 
men~ of deP!'rtmen!B ~d agencies included within this Act shall 
contain funding projections for each of its major program compo
nents for each of the three years following the year for which new 
bu~et o~ other authority is being requested. The requirements of 
this section shall be effective for the Congressional Presentation 
Documents submitted for the (l8Cal year 1992. 

RUMAN RlGH'l'8 

S~. 582. Not ~ter than thirty days after submission of the report 
reqUired by section 502B(b) of the Foreign Assistance Act of 1961 
t!te Sec~ of State shall SUbmit to the Committees on Appropria= 
tlOns a 1istlDg of those countries the governments of which are 
fou~d, based upon the criteria and rmdings in the report required by 
sectl~n 502B(b) of the Foreign Assistance Act of 1961, to engage in a 
consiBten~ patte~ Of. gross violations of internationally recognized 
human nghts. This list shall be accompanied by a report from the 
Secretary of State describing how, for each country receiving 8118ist
ance u~der the Foreign Military Financing Program, such ~ 
ance will be conducted to promote and advance human right. and 
how the United States will avoid identification with activities which 
.,., contrary to internationally recognized standards of human 

" rights. 

OTHER A88J8TANCK JOR RA8TBRN BURG,. 

SEC. 583. Notwithstanding any other provision of law a total of 
$500,000 of the Polish currencies which are held by the United 
States as of the date of the enactment of this Act which are derived 
from programs administered by the Commodity Credit Corporation 
or pursuant to the Agricultural Trade Development and Assistan~ 
Act of 1954, section 416(b) of the Agricultural Act of 1949, or the 
Food for Progress Act of 1985, shall be made available for the 
~rc~ Center on Jewish History and Culture of the JagieUonian 
UnlVerslty of Krakow, Poland: ProvUkd, That such currencies shall 
be.made available notwithstanding 31 U.S.C. 1306 and section 670 of 
thIS Act: Provickd further, That local currencies made available for 
the Jagiellonian University under this heading shall be made avail. 
able only to the extent that they do not diminish planned funding 
for the American Children's Hospital, Krakow, Poland. 

BtJaOPtiN BANK JOa RKCONBTRt1CTION AND DBVa.OPMBNT 

SEC .• 584. In all negotiations concerning the structure, bylaws, and 
operatlDg procedures of the European Bank for Reconstruction and 
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TABLE 1001-1 

TABLE OF DAILY SUPPLEMENTAL UVING AU.OW ANCES 
FOR IMET INTERNA TIONAL MILITARY STIJDENTS 

Officer Enljsted(1) 
[And Civilian Equivalents] 

In Travel Status, Including 
Unscheduled Delays(2). Various Various 

In Training Status: 
Dependents Authorized (3)(4)~ (12) .......................... . $40 

40 
27 
27 
24 
17 

Neither Quarters Nor Mess Available ............................ . 
Orientation Tour Participants (5) ..............................•.... 
Mess Available, Quarters Not (6) ................................. . 
Quarters Available, Mess Not (6) ................................. . 
Both Quarters and Mess Available (6)(7)(11).(13) ............. . 
Both Quarters and Mess Available, 

Officers Charged for Mess (Aboard Ship) ..................... . 
Both Quarters and Mess Available, 

Free of Charge (Aboard Ship) ................................... . 
In Military Hospital (8) ............................................• 
On Leave (~ ....................................................... . 

9 

12 

9 
9 

Various 

N/A 
$40 
N/A 

22 
20 
9 

N/A 

9 
9 

Various 

NOIES: 

(1) Not applicable to enlisted international military students (IMS) attending training at the 
Small Craft Instruction and Technical Training School (SCIA'ITS) or the Inter-American 
Air Forces Academy (lAAFA). The daily living allowance rate authorized for these enlisted 
IMS is $3.50 per day. 

(2) When IMET pays travel and living allowance, travel allowance rate is authorized to include 
the day of departure from home country to the day of arrival at, and day of departure from, 
each training installation, and the day of arrival at home country. Rates on travel status, 
including unscheduled delays, are based on rates equal to those in the JTR for U.S. 
personnel. 

(3) An additional $5 per day is authorized for accompanied IMS attending senior level 
professional military education courses as follows: Army Command and General Staff 
College, Army War College, and National Defense University; Air Force Command and 
Staff College and Air War College; Naval Staff College and Naval Command College; 
USMC Command and Staff College, Armed Forces Staff College; and USARSA 
Command and Staff College. 

(4) This rate is authorized only for accompanied IMS attending the following courses 
designated by the MILDEPs: Army Command and General Staff College, Army War 
College, and National Defense University; Air Force Squadron Officer School, Air Force 
Command and Staff College, Air War College, and Air Force Institute of Technology; 
Naval Staff College, Naval Command College, and Naval Postgraduate School; USMC 
Command and Staff College, USMC Amphibious Warfare School, Armed Forces Staff 
College; and USARSA Command and Staff College. This rate is also authorized for 
prerequisite courses, follow-on courses, and authorized leave periods. This rate is 
applicable regardless of availability of quarters and is payable whether IMS lives on or off 
post. 
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(5) Meal Allowance Only. Cost of quarters to be paid from programmed funds by Class A 
agent/cashier escort officer. 

(6) In overseas areas, including Hawaii where U.S. Government quarters and mess are not 
available, the rates authorized are equal to those authorized for U.S. personnel in the JTR. 
"Quarters Available" means that U.S. Government quarters were either furnished or made 
available. "Mess Available" means three meals per day were available in a U.S. 
Government mess, whether or not actually consumed. U.S. Government mess excludes 
open mess and is not considered available to officer IMS except during maneuvers, field 
exercises, training in the field or when an officer's field ration mess is specificaJIy available 
(e.g., officers field ration mess is available at Lackland AFB and Maxwell AFB, both with 
a heavy student load). All IMS not authorized a U.S. Government living allowance will 
pay for their meals. Meals taken in other food service facilities will be paid for by the IMS 
at the menu rates. 

(7) Enlisted students from countries that participate in partial cost-sharing of living allowances 
who are not entitled to meal cards may receive living allowance in an amount greater than 
$9. A higher rate is authorized as long as the programmed rate is less than the $9 plus the 
daily cost of mess hall meals. When the programmed rate reaches or exceeds the $9 plus 
the cost of meals, students will be issued meal cards and will be paid $9 per day. 

(8) In those cases where an officer IMS is authorized an increased living allowance for 
accompanying dependents and is subsequently hospitalized, an increased living allowance 
($40) shall apply during period of hospitalization rather than the reduced rate specified 
herein. 

(9) Living allowance for leave periods following termination of training is not authorized. 
Leave with living allowances may be granted during periods of class breaks, authorized 
holidays, between consecutive courses and delays at a port while awaiting transportation at . / 
the rate that is appropriate to the training status. t:: . 

t 
.lJ • (10) This rate is autflorized forgttest mlitl'UCWfS at (iX)NUS=USAR~SA:; ~\I.J.Q~ i,.....cA-~~~ ~, 
·~\A..~.?~S~:-_~.~~~~~~'o I~~~\~· 
~ "~/"\\ 'r\ ~lT ~'l'r'iUe of IMET living allowance for guest instructors a ~~S and . ./ 

IAAFA~will be the minimum n~essary :~Aed by the appr~ MILDEr agen~tA~"" e-
~f~J~~ tJ~4rr~~~t~~P. VM. p~'~ 75 .rrv--

(12) Foreign enlisted students are not authorized accompanied dependents except for students 
attending the U.S. Army Sergeant's Major Academy (SMA). The authorized living 
allowance for accompanied IMS at the SMA is $36 per day. 

(13) In addition to the $9 the enlisted IMS will receive directly, the MILDEPs will program 
additional funds to include reimbursement for meals and billeting fees. The programming 
figure will vary depending on type of government quarters available. 
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DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, DC Z0301-Z800 22 JUN 1990 

In reply refer to: 
I-002845/90 

MEMORANDUM FOR MR. WAYNE WELLS, DSAA OPS-E 

SUBJECT: Change to Table 1001-1, Footnote 10 of 000 5105.38-M, 
Security Assistance Management Manual (SAMM) 

The Department of the Army (DA) has identified an inequity 
in the amount of living allowance (LA) paid Guest Instructors at 
the U.S. Army School of the Americas (USARSA) as presently noted 
in subject table. Therefore, DA has requested the change noted 
below be made to subject table. 

Delete footnote 10 current language and in lieu 
thereof insert: "Guest Instructors assigned to the 
U.S. Army School of the Americas will be paid a living 
allowance based upon the installation's BAQ/VHA rates 
by grade and a standard subsistence allowance 
regardless of rank." 

This office poses no objection to this request since the LA in 
question is funded with Army OMA funds and not by Security 
Assistance. 

At the same time, this office recommends that the following 
other changes be made to subject table: 

Page 1001-10: 

a. Delete the reference to footnote (10) under "In Training 
Status: Dependents Authorized" 

b. Change the reference to footnote (10) to footnote (9) 
under "In Training Status: On Leave" 

Page 1001-11: change footnote (11) to read as follows: 

"The rate of IMET living allowance for Guest 
Instructors at SCIATTS and IAAFA will be the 
minimum necessary consonant with the person's 
grade and position as determined by the appropriate 
U.S. MILDEP." 

Request the above changes be included in the next SAMM 
revision. 

/frlf~ 
M.P. MEDLOCK 
COL, USAF 
CHIEF, PLANS TO&MD 
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LEASE AGREEMENT 

BElWEEN 

TIlEUNITEDSTATESGOVERNMENT,DEPARTMENTOFTIiE ____ (LESSOR) 

AND 

TIlE GOVERNMENT OF _______ (LESSEE) 

I. This Lease Agreement authorizes the use of U.S. Government property identified herein: 

QIY 

A. 
B. 
C. 
D. 
E. 

TOTAL VALUE 

n. Rental Payment 

$ 

RENTAL CHARGE 
(INCLUDING DEPRECIA nON) 

PERMON1H 

A. Initial Payment (with acceptance - as applicable); 
B. __ Qtr FY_: (Amount due) Date Due: (15th day of month preceding quarter) 

__ Qtr FY_: (Amount due) Date Due: (15th day of month preceding quarter) 

Total Rental $ 

m. Related FMS Case Designator (if known) per paragraph 12: 

TABLE 1200-3. (Continued) 

1200-14 
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CHAPTER THIRTEEN 

FINANCIAL PRINCIPLES AND PROCEDURES 

SECTION 1300 • GENERAL 

130001 PURPOSE. The purpose of this chapter is to provide a general description of the 
fmancial principles and procedures which apply to FMS transactions. It is designed to provide an 
overview of FMS financing and the responsibilities of DOD components. Detailed guidance on 
financial policies relating to pricing, budgeting, accounting and billing is included in 
000 7290.3-M. This chapter has a section corresponding to each of the nine chapters contained 
in that Manual. S.u.. C~ark0 14 kn~SDAF ~ tw'.c:vy...~. 

~~'''''"'~~~~1 

1300-1 -GJisftge Ne. 2,2 July 1~~ 
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CHAPTER 14 

SPECIAL PROGRAMS AND ACTIVITIES 

I SECTION 1400 - SPECIAL DEFENSE ACQUISITION FUND 

140001 AUTHORITY AND PURPOSE. 

A. Authority. SDAF was authorized in 1981 by enactment of Chapter 5 of the AECA. 
;1..t... SDAF Charter and Operation Instructions were approved by the Principal Deputy Assistant 

Secretary of Defense (Comptroller) on 30 De<fFmber 1982. Sec 51(a) of the AECA (22 U.S.C. 
2795(a» was amended in 1989 and providei. that SDAF may be used for narcotics control 
purposes. SDAF receives obligational authority through an annual appropriations act which 
addresses SA programs. 

B. Purpose. SDAF funds the procurement of defense articles in anticipation of their sale 
or transfer to foreign governments. The basic objective of the fund is to facilitate delivery of 
materiel in advance of normal PLT and establish a readily available source of selected items of 
materiel. Such source enhances usa capability to satisfy urgent military requirements of allied 
and friendly nations while avoiding diversions from production for U.S. forces or withdrawals 
from U.S. stocks. 

C. Policy Guidance. This chapter is the principal source of policy necessary for 
implementation of SDAF. ~J addition, oth~rft;uidance facilitating program execution include 
Section 718, DOD 7290.3-M';~DAF Charter; tandard Operating Procedures (SOPs) previously 
distributed to DOD components; and lA).impltmenting instructions. _ 

140002 MANAGEMENT. SDAF is implemented through the following components of the 
DOD organizational structure: 

A. DSAA. DSAA has overall management responsibility for SDAF. Specific DSAA 
responsibilities include, but are not limited to, the following: 

1. 

2. 
Fund; 

3. 

4. 

5. 

6. 

Preparation of the annual procurement plan; 

Issuance of SDAF funding documents to procure articles and services by the 

Allocation of SDAF assets for the USN and the USAF; 

Review of SDAF LOAs prior to DSAA countersignature; 

Periodic assessment of fund status to include Profit and Loss analysis; and 

The preparation of annual reports. 

B. lh The lAs have overall responsibility for program implementation of SDAF. Tasks 
performed by lAs for DSAA include, but are not limited to, those cited below: 

1. Submissions to the annual procurement plan; 

2. Program management of SDAF assets; 

1400-1 Change No.3 
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3. Contract management; 

4. Allocation of selected assets for NSA and the USA; and 

5. FMS LOA management for sell-out of SDAF equities from LOA preparation 
through delivery reporting. 

C. SAAC. SAAC performs centralized accounting and no other activity is authorized to 
disburse SDAF funds; he'Ne'/ef, see P8f'8graph 140013.B. ~OI9W\. Other accounting duties 
include, but are not limited to, the following: 

1. Performing general ledger accounting in accordance with applicable D{bD 
Comptroller guidance; 

2. Performing contract accounting and disbursing functions in accordance with the 
FAR; 

3. Performing FMS LOA accounting for SDAF LOAs in accordance with DOD 
7290.3-M; 

4. Assuring the adequacy of FMS Trust Fund deposits to meet case requirements of 
SDAF sell-out and transferring such amounts to the SDAF account as required; and 

5. Performing other accounting responsibilities as agreed between Director, AFAFC 
and Director, DSAA. 

140003 FUNDING. 

A. Sources of Capitalization. SDAF is a revolving fund managed by DSAA. From 
FY 82-86, SDAF was incrementally capitalized with miscellaneous receipt FMS funds from NC, 
asset use charges, and contractor rental payments for use of USG plant and production equipment. 
Following capitalization of SDAF, sale of defense articles that it has procured~ became the principal 
source of replenishment. This permits SDAF dollars to revolve within the limits established by 
Congress. The capitalization ceiling for SDAF was set at $1.07 billion for FY 1987 and each year 
thereafter. :.o>~ ~~ 

B. ~~hO~ ~f ~ol~i~r capitaliz:o~. ,The ~=r& outlined in Paragraph 
140003.A. ;; lei ZjC, Tthe SDAf> Wfb~ecaPitaliZed or for an increase to the 
capitalization ceiling. This method of collection! 0 into effect upon issuance of guidance by 
D<JD Comptroller in coordination with DSAA Comptroller. lAs deposit amounts collected on 
Ftis and commercial sales to SDAF Account Symbol llX4116. Monthly, each IA reports 
deposits to DSAA via the RCS 1147(M) Report. 

C. Administratiye Expenses. The cost to administer SDAF is included in the annual 
FMS Administrative Budget. Guidance is provided to lAs with each FMS Administrative Budget 
call. 

140004 OYERYIEW OF OPERATIONS. 

A. The operation of SDAF primarily encompasses two overlapping processes. These 
processes are described as buy-in and sales(oll ,.4L1l-~), 

1. Buy-in involves procurement of defense articles and services through the lAs. 

1400-2 Change No. 3 ~ 
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2. Sales involve procurement by foreign countries, through the established FMS 
process, of defense articles and services previously acquired. 

3. Sales value is typically $200-$300 million per year. 

B. Other operational activities related to the buy-in and sales processes include: 

1. Procurement Plan. An annual procurement plan, developed by OSAA in 
consultation with the lAs, the JCS, the CINCS, OMB, and 00S, determines the articles and 
services which the SOAP will procure citing a particular fiscal year of funding. 

~ 2. Apportionment. Following Congressional passage of the SA Appropriations Act, 
~ OMB provides an annual apportionment to the SOAP account This apportionment determines 
the amount of obligations SOAP can incur out of its total capitalization . 

..----::73. Procurement. Prior to the issuance of a MIPR, OSAA will coordinate with the 
procuring IA to define item configuration, ancillary items, and delivery scheduling for the 
purchase . 

..-----:::74. MIPR Issuance. Following the decision to buy an item, OSAA issues a MIPR, 
00 Form 448, to the appropriate IA to procure the item. 

...--::;:> 5. Allocations. When a sale is pending, SOAP assets are allocated by OSAA or the lAs 
as applicable, and reserved for the foreign purchaser. At the time of LOA acceptance, the asset 
moves from an allocated to a sold status. 

~. LOAs. Normal SOAF operation allows FMS countries to buyout the SOAP equity 
from on-going contracts prior to physical delivery to the USG. In general, standard procedures for 
developing, implementing, and closing an FMS LOA are followed by the SOAP. 

140005 PROCUREMENT CRITERIA. No single criterion determines whether an item 
qualifies for SOAP procurement; however, statute requires that emphasis be placed on items that 
are in short supply for U.S. forces and that also have anticipated FMS customer requirements. 
Items should: 

A. Be those which, based on experience, judgement, and an analysis of the historical data 
and a projection of needs, are most likely to be needed to meet foreign requirements in less than 
normalPLT; 

B. Be those whose withdrawal from active or reserve force inventories, or diversion from 
production dedicated to active or reserve forces, would result in seriously adverse impact on the 
combat readiness of U.S. forces; 

C. Be capable of being produced from existing or expanded production lines; 

O. Be required to meet established acquisition objectives of U.S. forces, if not transferred 
to meet foreign requirements; 

E. Have significant anticipated FMS demands; 

F. Be those with long PLTs (particularly over 24 months); 

G. Have the capability of being approved for foreign sales under current NDP. 

1400-3 Change No.3 
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cE-- Additionally, Sec}\ 51 (a) of the AECA states that SDAF may be used for procurement of 
defense articles that are particularly suited for narcotics control purposes.,; 

~e are certain items that do not meet procurement criteria because of uncertain future 
production of weapons; however, these items may be considered for procurement by SDAFxor 
production bases may be maintained as deemed necessary by DSAA when customer requirements 
e~ these items:.) 

Decisions to buy with SDAF funds also take into account service levels, production base 
availability, mobilization base requirements, availability of procurement options for replacement 
items, modification to meet foreign demand, NDP, available capital inlR' SDAF, and investment 
in items from previous procurements . 

140006 PROGRAM IMPLEMENTATION. 

A. fJ.an... DSAA develops an annual SDAF procurement plan in consultation with the 
lAs, the JCS, the CINCS, OM~nd D.0S. The procurement plan is provided annually to 
Congress in accordance with the AECA, Sec 53. The development of the plan is described in 
detail in Table 1400-1. 

B. Apportionment. In recent years, three-year obligational authority has been granted to 
lhc:. SDAF. Such authority is approved by Congress through an annual Appropriations Act. OMB 
gives the approval to obligate the funds through an annual apportionment to the SDAF account at a 
line item level. Later requests to amend the approved final Procurement Plan necessitate). 
reapportionmentbyOMB. /!liD ~oo~·..1 0. ~.L' .. 

t>f"~-a."O 2.00. J .~ ~t.Q_ -,~ 

C. MIPR Issuanc~ DSAA issues MIPRs to the appro riate IA for the purchase of 
SDAF items. ~ MIPiti:& processed generally in accordance with -
iHbt B.98 Coot=GiRated Pffle8~MeRl. lAs negotiate, wherever possible, separate contracts for 
SDAF procuriments. Where separate contracts are not feasible, SDAF items must be on separate 
contract lines."Category II method of funding (Direct Citation) is normally utilized. SAAC will be 
identified in each contract as the paying station. Each SDAF MIPR is restricted to one major end 
item and associated spare parts, ground support equipment, or other related items. 

------? ,. Upon receipt of the MIPR, the IA processes "Acceptance of MIPR," DD .f_~ 4~8-2. 
Affixing a stamp to the DD Form 448-2 as acceptance of the MIPR is not acceptable.:.:caregory I 
Method of Funding (Reimbursable) is prohibited unless agreed upon by DSAA in advance. 
Acceptance of MIPR requires the identification of costs in the categories shown in Table 1400-2 
"MIPR Cost Checklist," to assure SDAF fuel cost recovery. A completed copy of Table 1400-2 
must accompany the basic MIPR acceptance and balance to the MIPR value. See DOD 7290.3-M, 
Sections 700-722 for clarification on how to accumulate the costs for Table 1400.2. MIPR 
adjustments (i .e., requests for additional funds, withdrawing funds, change of quantity) are the 
responsibility of the procuring lAs to initiate. Any later requests to amend existing MIPRs will be 
justified in Blocks 12 and 13 on DD Form 448-2. Upward adjustments in funding requirements 
can only be requested via the lA, and require a MIPR amendment processed by DSAA. 
Adjustments changing MIPR quantity require DSAA approval. MIPR acceptances must be 
accompanied by a forecast of disbursements for the procurements covered by the MIPR. The 
disbursement forecast requires updating based on the cumulative disbursements for all contracts 
and in-house efforts. MIPR acceptances must also include estimated delivery dates and 
subsequently provide contract delivery dates, including adjustments, when known. 

If ' . d ~ ed\u.t;Mtnld' ~ f th' d odifi . f LOA' ----7 f· It IS etermm ue to t urgency 0 e reqUlrement, an m IcatIon 0 an IS 
not possible, a reverse M ~~sed. Aediti9Rally.. ~ reverse MIPR is required when SDAF-

~ 
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owned assets are used to pay back the IA for assets diverted from the lA's inventory to satisfy 
urgent FMS requirements. A reverse MIPR authorizes lAs to purchase defense equipment and 
services from the SDAP account. The procuring activity prepares and sends a MIPR to DSAA 
providing funds and requesting the purchase of assets previously identified by mutual agreement 
between the IA and DSAA. DSAA accepts the lA's MIPR and forwards the MIPR and MIPR 
Acceptance to SAAC. 

D. Procurement of SDAF Items. Procurements for SDAP are subject to the FAR 
and, in particular, to DFAR Supplement 25.7303 on notification to prospective sources of the 
procurement for a potential FMS and to DFAR Supplement 25.7304 on pricing such acquisitions_ 
Copies of contracts for SDAF procurements (except ammunition) must be provided to SAAC, 
FSRS, Denver, Colorado 80279-5000, within ten days of contract award. 

Tht.. 
E. Allocation Process. 4 SDAF allocation process is as follows: 

1. The applicable IA verifies the availability of SDAP assets to meet a foreign 
purchaser's request; 

2. IA~~DSAA SDAF Division immediately upon receipt of an LOR when 
SDAP assets are involved. aR:~ DSAA=wiM m~detellnil1atioII as to asset disbibatioR. 

3. SDAF Division initiates the decision process for allocating assetslQ 

4. Generally, SDAF assets are allocated by DSAA. In some instances, NSA issues 
priority allocations for COMSEC. The USA has allocation authority for ~the SDAP assets it 
manages upon approval by DS~ 

5. DSAA or USA issues an allocation message directing LOA preparation and 
specifying the item, quantity, etc. 

~
. ~s repare OAs. 0 - -nally, a SD~AOA:t:e gnat~rs ere as igne ~ (,f~"-I' fJ 1 

DsAA used an Code f "Q." C endy, th SA is -lizing "B" IA Ode, "]' desi nat r ~<I~\()' • 

~th "F' Source Supply, ode to in . cate SD . The U AP ha so bee autho - us of 1 
a "D" Code]Q.J:. de gnator for 'ts SDAF OAs. _ 

,.~. Asset allocations are reviewed periodically by DSAA and the lAs to assure that all 
transactions are completed or to initiate proper follow-up. 

140007 ~m SALES TO THE SDAF (BUY·IN)' 
• 

A. General. S31cs of l&teriel and recurring services in support of purchases ~ _ 
SDAP wi~ be pri9ed according to the requirements in OOD 7290.3-M, Section 71802. p~ ~ 
,.,-n"'1 b.c. ~ ~ TA\M. 1400 - 2-. 

,;B. . in P The fac rs cited low are ujd to deriie the 'rice qff 
itep(s proc ed fro SDAR / 7 ~ t- r-

1. 

2 

3. ~~ 
p~ -~ 

\"'10 '0 
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B. ~ Pricing of SDAF Items Purchased From Stocks. Stock funded items sold to 
SDAP will be priced at standard price plus the current replacement surcharge rate for non-CLSSA 
customers. The price of major items sold from stock will be based upon a determination as to 
when the items will be replaced in kind, replaced with an improved item, or not replaced. Also see 
DOD 7290.3-M, Section 71802. 

C,"R. Interdepartmental Orders. Sub-MIPRs issued by one IA to another may not cite 
SDAP funds. Sub-MIPRs must cite the issuing lA's funds. 

pJ!. Payments for CAS. lAs bill CAS to SAAC simultaneous with other CAS billings 
for FMS and SAAC makes payments to the lAs from the CAS account. The CAS account will be 
replenished at a 1.5% rate applied to contract disbursements on SDAF purchases. In the event 
SDAP assets or equities are sold to an FMS customer for which a reciprocal waiver of CAS is in 
effect, the amount for CAS paid to the IA will be refunded to the SDAP account. Payment of CAS 
is also required on ammunition purchases. 

140008 INVENTORY CONTROL AND REPORTING. 

A. Custodial Responsibility. SDAF inventory is the responsibility of the lAs. The 
procedures for proper inventory management followed for the lAs own inventory should be 
followed for the SDAP. SDAF items, as defined in the MIPR, are accounted for and traceable by 
established mechanisms such as serial numbers. Additionally, quarterly inventory reporting to 
DSAA in the format shown in Table 1400-3 is a responsibility of the lAs. 

B. Reporting Deliveries to the SDAF Account. Delivery of items to SDAF will be 
reported to DSAA as part of the quarterly inventory report (Table 1400-3). Delivery of items 
should correlate to the same end items for which MIPRj were provided. For items provided from 
D0D sources, SF 1080 billings with accompanying back-up detail, will serve as the source 
documents. For items provided from new procurement, SF 250s with accompanying back-up 
detail, will serve as the source documents. 

C. Storage of SDAF Inventories. Major SDAF equipment held in D0D inventories 
will normally be segregated from other D~D items. However, as an exception to this general 
policy, SDAF items may be co-mingled with Service inventories for specific purposes such as 
reduction of loss for shelf life items. lAs will forward bills for SDAP storage to SAAC. Bills will 
be for direct out-of-pocket costs incurred on major equipment. 

D. Inventory Losses. Secondary item prices include a pro-rata inventory loss cost; 
therefore, inventory losses related to SDAP secondary items will be absorbed at the time of the loss 
by the IA responsible for managing the items. If SDAP major items are lost while held in 
inventory, the responsible IA will conduct an investigation in accordance with the requirements of 

1400-6 ChangeNo·b 
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DOD 7200.10-M. Results of this investigation will be forward to the Director, DSAA for 
disposition. 

140009 PRICING SALES FROM THE SDAF (SELL-OUT), Sales from SDAP 
will be priced according to DOD 7290.3-M, Section 718. Sales from SDAP are distinguished 
from sales of D~D stocks and sales from new procurement. 

B. Sales to FMS Countries. The selling price for SDAF assets sold to FMS countries 
will be computed by establishing a base acquisition price as described below. Applicable NC 
charges will be added to the base price to arrive at the SDAP selling price. Applicable charges for 
PC&H and transportation, and FMS administrative surcharges are additives to and not a 
component of the item selling price. 

1. The SDAF full value base price will be the higher of the SDAP procurement price 
or the current DOD contract price which must match the current MIPR value. 

a. The SDAF procurement price is the total estimated unit price as reflected on 
SDAF procurement requests for the item being priced, and includes appropriate add on charges. 

1400-7 Change No.3 
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~:..L The current D0D contract price, identifying add on charges, will be 
estimated by the JJ.tOD component involved. 

2. In accordance with DOD 7290.3-M, Section 71802, if DSAA determines an 
SDAF item to be of reduced utility, an appropriate reduction to the price may be made. Such a 
reduction could conceivably lower the selling price to below the SDAF cost. 

140010 FMS SALES OF SDAF ITEMS. 

A. P&A Data. Requests for P&A for items that are on contract for SDAF procurement 
are coordinated with DSAA prior to responding to the LOR. DSAA, in conjunction with the lAs, 
will decide whether to fill the request from SDAF contracts, D.0D inventories, or new 
procurements. The IA responds with P&A data (~ Section 70002). Pricing information will be 
coordinated with DSAA prior to release. 

B. LOA Manaa:ement. LOAs for SDAF items prepared by lAs will be prepared in 
accordance with guidance provided in Chapter 7 except as follows: 

1. Originally, all SDAF LOA designators were assigned by DSAA and used an IA 
code of "Q". Currently, the USA is utilizing a "B" IA Code, "J" designator with "F" Source of 
Supply Code to indicate SDAF. The USAF has also been authorized the use of a "D" IA Code, 
"JQ" designator for its SDAF LOAs. 

2. SDAF and non-SDAF items are normally not included on the same LOA. Army 
"J" cases include both SDAF and non-SDAF lines. SDAF and non-SDAF items will not be 
commingled on the same LOA line. 

3. The SDAF FAW (Table 1400-4) must be provided for each line and is to be used 
in lieu of the regular FMS FA W when source of supply is SDAF. The SDAF FA W must include 
the SDAF MIPR line and support line numbers. DSAA SDAF Division requires an extra DD Form 
1513 accompanied by three sets of SDAF FA Ws (one copy for DSAA/Plans/SDAF Division; one 
copy for SAAC/SDAF; and one for SAAC/Country Manager). When a variation in price occurs on 
the LOA, a new SDAF FA W must be submitted for each line affected on the basic LOA (a new 
LOA need not be prepared unless directed by DSAA). 

4. For "J" cases, payment schedules must distinguish payments required for SDAF 
lines. Payment schedules must reflect disbursement profiles for applicable SDAF contracts. 
Payment schedule changes on SDAF LOAs must be approved by DSANSDAF Division. 

5. Initial deposits as normally computed for FMS LOAs will be increased by the 
value of disbursements already made for SDAF items being sold. SAAC will provide dis
bursement information on SDAF items upon request to activities preparing SDAF LOAs. 

6. Amendments or modifications to SDAF LOAs are generally not processed for 
normal changes to SDAF buy-in costs. However, country-specific changes which affect SDAF 
buy-in costs should be reflected by an amendment or modification. Other changes such as those 
relating to quantities, delivery schedules, and policy changes should also utilize an amendment or 
modification( fl~ &";) I 

7. Signed copies ofDD Forms 1513, 1513-1, and 1513-2, involving SDAF items, 
should be forwarded to DSAA, Attention: DSAAJPlans/SDAF Division. 

1400-8 ChangeNo.~ 
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C. ReQUisitionim: and BjlJina: Procedures for Items Purchased from 
DOn Stocks (ijiLS:tiUpl. For stock funded items, the requisitioning activity uses its own 
fund code, signal code L, and the activity's DODAAC. SAAC is billed by SF 1080 for all 
reimbursable cost. 

D. Payment for Transportation of SDAF Items. Costs incurred to transport 
materiel to assembly or holding points that are not included in the item price are funded on the 
original MIPR issued for such materiel. When a GBL is processed by a transportation officer, a 
copy of the GBL will be forwarded to SAAC. This will alert SAAC that transportation costs will 
be incurred against the original MIPR. Thus, SAAC will infonn SDAF that additional funds might 
be needed for transportation on the original MIPR. USAFAC is the paying office for all FMS 
GBLs. Attach copies of the GBLs to the copy of the Daily Register of Meal Tickets and 
Transportation Transactions provided to SAAC. Recoupment of transportation expenses for FMS 
sell-out will follow existing FMS guidance in DOD 7290.3-M, Chapter 8. 

E. Reports of Discrepancy. This supplements guidance contained in DOD 7290.3-M 
Section 802 and DOD 5105.38-M Secti9& 130802. Jti~~D policy that the appropriation that is 
credited with the proceeds of a sale ~pay jRe" ROO; or r~lace the material when the USG is 
deemed to be liable to the FMS customer. Hence, it is D,Y'D policy that SDAF should finance 
ROD,i on SDAF cases, when applicable. 

F. LOA Closure. See Section 130503. SDAF LOA closure involves additional reviews 
as follows: 

1. SDAF LOA Closure - "Q" Cases. SAAC informs DSANSDAF Division 
monthly of those LOAs for which all collections have been made, accounts are balanced, and 
which are ready for closure. 

2. Combined SDAF/IA LOA Closure - "B. D, p, M" LOAs - SAAC as 
Financial Manaa:er. SAAC is the financial manager for any FMS LOA line on IA LOAs that 
sell SDAF assets. Closure responsibilities are accomplished as agreed between SAAC and the 
appropriate IA for each SDAF LOA line. Once an LOA line is balanced, SAAC informs 
DSANSDAF Division that the line is ready for closure and requests approval. Final closure of an 
LOA line will not be accomplished until the amount of SDAF reimbursement is approved by 
DSANSDAF Division. 

3. SDAF LOA Closure - SAAC is not Financial Manaa:er. LOA closure 
responsibilities for the sale of SDAF assets transferred to a purchaser, wherein SAAC is not the 
LOA line manager, resides with the appropriate IA responsible for the FMS LOA or LOA line. 
DSAA SDAF Division assures recoupment of the appropriate amount to the SDAF account. 

140011 SDAF DELIVERY REPORTING 

A. Deliyery Reportina:. Assets sold to an FMS customer will be reported to SAAC by 
the lAs on DD 1517 (See DOD 7290.3-M, Sections 80302 and 80303). LSC must be excluded 
from the reported delivered price. Two categories of items will be reported to SAAC. 

1. Major Equipment. Major SDAF equipment items shipped to FMS customers 
will be reported to SAAC by the lAs on DD 1517 within ten days of shipment. 

2. Support Items. Support items owned by SDAF and sold to an FMS customer 
will be reported to SAAC by the lAs on DD 1517 (DOD 7290.3-M, Sections 80302 and 80303). 
Reports will be submitted to SAAC within seven days of the date of the drop from inventory and 
contain the latest FMS price for the items being sold 

1400-9 Change No. 31':!L\ 
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B. Deliyery Codes. SDAF shall use three delivery source codes. 

1. SA - Sale of items originally purchased from DOD inventories. 

2. SD - Sale of items procured from contractors by the Fund. This delivery source 
code will compute PC&H. 

3. SE - Sale of items procured from contractors and shipped directly from the 
contractor to the FMS customer, providing there is no requirement for any special packing, crating, 
or handling. This delivery source code will not compute PC&H. 

140012 EQUIPMENT LOANS. The AECA and the SDAF Charter and Operation 
Instructions permit assets procured by SDAF to be loaned to the lAs with SECDEF approval; 
however, leases of SDAF items are not permitted. SDAF items loaned to the lAs require either 
restoration to their original condition at the end of the loan period or replacement at IA expense. 
The receiving IA is responsible for storage and O&M costs incurred for the loaned equipment. In 
the event loaned equipment is permanently transferred to (IA the transaction is priced at the 
amountX specified in the loan agreement (See Table 1400(5). 

140013 REPORTING. Input for the report requirements (A through C) will be provided by 
SAAC. As part of the annual written report to Congress, required by Sec 2431(a) of Title 10, 
U.S.C., regarding procurement schedules for each weapon system for which funding 
authorization is required, DSAA shall provide a report estimating the likely procurements to be 
made through the Fund. 

A. Reportin2. SAAC prepares a number of reports in accordance with applicable 
sections of DOD 7220.9-M, D0D Accounting Manual. 

B. Collection Reportin2. If ~ SDAF were to be recapitalized, D¢D components 
would be responsible for identifying SDAF collections from authorized sources and for depositing 
these collections to account 11X4116. Monthly reporting of SDAF deposits to DSAA 
COMPT/FR&CPD is required by the 25th day of each month. As a minimum, a segregation of the 
SDAF deposits into the following subheads (limits) that show the source of collections is required. 

Accounting 
Subhead Source 

.1 Non-excess principal/major end items which will not be 
replaced within the obligation availability of current 
procurement appropriations . 

. 2 Excess stock fund and procurement secondary items . 

. 3 NC charges. 
v.~~ 

.6 Contractor rental payments for H.S. CO\l'emmeat plant and 
production equipment. 

.7 Payments from FMS Trust Fund or Military Assistance 
Appropriations for sale of SDAF equity in contracts and 
inventories. 

1400-10 Change No. b 
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.8 Payments from IA Appropriations for SDAF items transferred 
to the IA for temporary use and which are not returned. 

o,l{. CODl~ressjonal Reportjn2. By 31 December of each year, DSAA will submit to 
Congress a report to include: 

1. A description of each contract for the acquisition of defense articles or services 
which was entered into during the preceding fiscal year; 

2. A description of each contract for the acquisition of defense articles or services 
which is anticipated to be entered into during the current fiscal year; 

3. A description of each defense article or service acquired that was transferred to a 
foreign country or international organization during the preceding fiscal year; and 

4. An evaluation of the impact of the utilization of the authority of the SDAF on 
U.S. defense production and the readiness of the U.S. Armed Forces. 

C .l!. DOD Internal Reportin2. Defense items received from SDAF and taken into 
property accountability by the lAs require quarterly reporting to DSAA as described in Table 
1400-3. 

1400-11 ChangeNo.~ 
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Planning 
~* 

15 Jan 

31 Mar 

Apr-May 

25 May 

5 Aug 

Aug-Sep 

25 Sep 

1 Oct 

Oct-Dec 

--------------_. __ ._---------_ .. _ ... -. - --.~ -.~. 

DOD 5105.38-M 

Table 1400-1 

SOAP Schedule for Procurement Plan Development 

Actiyity 

DSAA memos (lAs and DSAA Operations and message 
(CINCISAOs) Sent, requesting nominations. 

Nomination replies to DSAA Plans. 

DSAA Plans prepares FY Plan (Draft). 

DSAA distributes FY Plan (Draft) for review. 

Replies to DSAA Plans 

DSAA Plans prepares FY Plan (Final). 

DSAA FY Plan (Final) to OMB. 

DSAA FY Plan (Final) to Congress 

DSAA Comptroller signs and issues MIPRs to implement Plan. 
(Note: Depends upon when Congress passes Appropriation. 

* The exact calendar date will vary slightly from year to year, based on weekends, holidays, 
or similar adjustments. 

Table 1400-1. SDAF Schedule for Procurement Plan Development 

1400-12 Change No.3 
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Table 1400·2 

Special Defense Acquisition Fund 
MIPR Cost Checklist 

MIPR#: Line#: 

MIPRLineValue: _$ _____ _ 

MIPR Cost Element Price 

a. Contractor Hardware & Related Equipment Costs 

b. Contractor Engineering & Support 

c. Government Furnished Material 

d. Engineering Services, Government 

e. Direct Labor (Example: A1F) 

f. Unfunded Civilian Pay Costs 

g. Unfunded Military Pay Costs 

h. Engineering Change Orders 

1. Proof and Acceptance 

J. First Destination Transportation 

k. Test Ammunition 

1. . Quality Assurance 

m. Contingent Liabilities 

n. Other (Explain) 
MIPRVALUE 

Unit Price 

DOD SI0S.38·M 

Quantity: 

[Acceptance of related MIPR requires identification of costs in the categories shown to assure full 
cost recovery. Accumulate above costs in accordance with DOD 7290.3-M, Sections 700-722. 
Other applicable surcharges will be applied at time of sale; such as, NC and PCH&T.] 

Table 1400-2. Special Defense Acquisition Fund MIPR Cost Checklist 

1400-13 Change No.3 tn::) 
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TABLE 1400-3 

DEFENSE SECURITY ASSISTANCE AGENCY 
SPECIAL DEFENSE ACQUISITION FUND 

INVENTORY REPORT 

By the tenth day following the end of the reporting quarter, the responsible Military Department will submit to DSAA an SDAF Inventory 
Report identifying items received and transferred during the quarter and the physical quarter-end invehtory on hand. . 

Minimum data required: 

1. Procurement Directive Program line and sub-line (i.e., MIPR) 
2. Item Description 
3. NSN 
4. Contract Date 
5. Total Quantity Due In 
6. Cumulative Quantity Received through End of Current Quarter 
7. Quantity Due In Next Quarter 
8. Date Last Due In 
9. Quantity Shipped - By FMS LOA 
10. Anticipated Shipments Next Quarter - Qty and FMS LOA 
11 Quantity Allocated - By Country and LOA 
12. Quantity On Hand at End of Current Quarter 

Inventory Report Format 

ShilEents Quantity Quantity 
Total Cumulative Quantity Dare Quantity NextQtr Allocared On Hand, 

MIPR Item Contract Quantity Quantity Due In Last Due Shipped ~~lY !YL~'Z Current 
Line Descriotion NSN Date Due In Receiv~ NextOtr In BvLOA Quarter 

I 

· 



.. 

------- - ... ---.. -.--- -_._- - .•. ---.------ --

Table 1400-4 

Defense Security Assistance Agency 
Special Defense Acquisition Fund 

Financial Analysis Worksheet 

LOA 

Item 

LOA Line 

Quantity 

I. SOAP Component Price 

LOA Preparer 

Organization 

Telephone No. 

Date Prepared 

A. SDAF Source Stabilized Unit Price; Higher of: 

(1) SDAP Contract MIPR-Line 

FY (2) Latest DOD Contract 

B. SDAP Other Source Unit Price 

(1) Support Contracts 

(2) DOD Work Orders 

(3) Stock Funded 

(4) Other (Explain) 

C. SDAP Adjusted Unit Price 

(1) Contract Administration Services 

(2) First Destination Transportation 

(3) Production & Engineering/Other 

(4) Recurring Support Cost: 

(a) Contract 

(b) Government 

(5) Long-Lead Recoupment 

* (6) Logistical Support Charge 

(7) Other (Explain) 

D. Sub-Total SDAP Adjusted Unit Price (IA+ffi+IC) 

MIPR-Line(s) 

MIPR-Line(s) 

MIPR-Line(s) 

MIPR-Line(s) 

MIPR-Line 

MIPR-Line 

MIPR-Line 

MIPR-Line 

MIPR-Line(s) 

MIPR-Line(s) 

MIPR-Line(s) 

DOD SI0S.38-M 

Table 1400-4. DSAA SDAP Financial Analysis Worksheet 
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Table 1400-4 

DSAA SDAF Financial Analysis Worksheet (Continued) 

II. FMS Component Price 

A. FMS Adjusted Unit Price 

** (1) NC (RDT&E) 
** (2)NC (Production) 

(3)Other (Explain) 

B. Sub-Total FMS Adjusted Unit Price (IIA) 

III. Total SDAF Unit Price (ID+IIB) 

IV. Remarks 

/ 

Note: To be used in lieu of regular FA W when source of supply is SDAF. Three of the SDAF 
FAWs are required. Distribution includes: 

First Copy: DSAA/Plans/SDAF Division 
Second Copy: SAAC/SDAF 

Third Copy: SAAC/Country Manager 

* LSC is computed on base price plus all add-ons. 
** If Applicable 

Table 1400-4. DSAA SDAF Financial Analysis Worksheet (Continued) 
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Table 1400-5 

Defense Security Assistance Agency 
Special Defense Acquisition Fund 

Loan Agreement 

Under the authority of Chapter 5 of the Arms Export Control Act (AECA) and enacted by the 
International Security and Development Cooperation Act of 1981, the defense items listed on 
the attached listing are loaned to the 1m lementin A enc 
The oj; mp ementm enc will bear the cos 0 ope Ci 
maintenance of the loaned items, e cost 0 restoratIon, or the cost of replacement with a new 
items upon the termination of the loan period. If the items are to be replaced at the end of the loan 
period, the replacement items will be of like kind and quantity and will be new and of equal or 
greater utility. The loan period begins .. ~ 

At the end of the loan perio4p .tr 7(l)atcll the " ([~plementin& AgencY}) 
will have completed the resfOration, rep~nt, or purchase of the loane items and will have 
reported the status and disposition of the loaned items to the Director, DSAA. If, at the end of the 
loan period, ~e .v 3Img!emen~ing A~en~ ha~no~ restored, re~laced, or 
purchased the Items, the * K!mp ementmg genc~ wIll not use the ltems any 
further without first executing a new SDAF loan agreement. 

Director, DSAA 
(Signature) 

(Date) 

Implementing Agency 
(Signature) 

(Date) 

Table 1400-5. DSAA SDAF Loan Agreement 

1400-17 Change No. 3~ 
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• IOATE ';fI ~·SO/P !NTEROFFICE COORDINATION SHEET 900 :16 1.061740 _;0.' 

SUBJECT ,CURREIIIT SUSPENSE OATE • u~.\G 
SAMM Change, SDAF Chapter 14 

SUMMARY (o.sc"o. orlefly rhe 0"91n• t>urt>ose .• cr,on ' • .v' • ..-' .... ..-w.n<J coorOln.tlon - (Arr.", orl91n.' r.sJclng - SO For,.,. ,~ .rc J) 

BACKGROUND. Section 1400, "Special Programs and Activities" as now published is at 
tAB B. Purpose of change is to improve the management and implementation 
of the SDAF. SAMM Change (TAB A) has been coordinated with the 
Implementing Agencies, DSAA Plans and Comptroller, and OPS. The General 
Counsel ha~e~ M 

IJ.4" . J f)SjJ 
RECOMMENDATION. ~pprove for SAMM Cnange 3 by initialing below. Please return to SDAF 

for forwarding to OPS-E. 

SEQ 
DIR/OFC INITIAL DATE SEQ 

DlR/OFC INITIAL DATE SEQ 
OtR.'OFC INITIAL DATI 

NO. (Mo,O.y) NO. (Mo.O.y) NO. (Mo tJ. 

OUSD/P 15P (el .. , PDUSD -' 5&R iCor d) 
uso," OIR EUR POL AOuSO<SEE) 

I AT uSOP I AOWSO(AI~) 
IMA OASO'NFIACP OiCSO 
I SA MA Nfl. ASSESSMENT 
I AOMIN TNF ~A 

COM!\,' MG~ S7RA i =ORCES COUSO· SP 
15A SACP OUSO:SP 

I ASO ISA MA 
MA , ,OASO'SOSIVP ~~C:IS 

I SA MA OIS 
, POASO ,"SA I VERIF.POL. I PO~ SUPPORT 
MA I SO I SPACE lEM!'tg~ 
FMRA I SPACE POLICY Icee 

I SPEC AO,,- SiF 
OASO/AFR 10ASOICFIACP I PsvOP 
AFR MA .9DUS0/ TSP 

I EUR SEC NEGOT OUSO/TSP 
OASO/EAP I!!!!JL T!-..."'-E GOT MA 
EAP sO·LIC .':" 2·':; I AOUSO ITSP 
'W,'Mi:' IASO/~LIC OTSA 

_M~ ,OIR 
OASO'I.A POASO /SO·LIC OEP OIR 
I·A MA _RESQIJR.C~ MGT 

IG~ 

OASOINESA OASD/FIR MUNITIONS 

NESA ,E?'R._P~ MUN TECH 
OIR, 81E ~SEC PLAN 

OASO/GA OIR, A STRAT.T_~ 

HUMAN ASSIST TE~H~ISEC 
NON:PRO'Lii: OASOIPIR TECH SECOPS 

IsP ; OIR. PP ,: .O.!M., I 

~ASD;ISP OIR. R l\.. ~ \bL...) Ifj WI W_Z2 
MA l\.. j)J~I~ ~ ~\ 

• SEC OEF'~eps OASO/MIA .~ .!!K OFFICER I. rJ1' ( rIUL'J. 
POASO/ISP OIR. MA .X rnIJN(J:1 IJt • .I. II ,,~. , I-- " 

MA OIR. CT X PLANS ""'1''' JCJV rl·" 
.' PDUsO/s&R .: : h·'.':· .. ··~ CONG REL ", ~ =:::r I 

OASO/EUR·NATO POUSO/SIR X COMPT ~ f.tjlj6'" v~jj 
EXEC OFFICER I AT POUSO/SIR X OPS " /lU. '/1 j.AP 'iljI£ 
PO EUR·NATO MA OTHER V J 

., 
OIA NATO POL J~OUSQ.(PP) ... MF M~v 9;/1' 

• NAM Of ORIGINATOR I OIRECTORA TE I OffiCI EXTENSION 

~ 
I I [7" ,.. 
A<..<. '.--..., BOBBY DAVIS Plans/SDAF X54448 . U~; 

iD .form 161, MAR 1O {~ 8'<:/0.0 ... eOltlons .re ~OS( 
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130104.C.2.a.(7). 

(7) "FMS Credit (Non-Repayable)." This term applies to payment ** 
for an FMS case wholly financed with non-repayable credit funds thereby qualifying the LOA for 
pricing benefits (exclusion of military salaries and NC of research, development, and production of 
MDE) as provided for in Sec. 503(A)(3) of the FAA of 1961 and Sec. 21(E) of the AECA. 
(Procedures for requesting advances of non-repayable FMS credits are contained in Table 902-3A. 
These advances are not automatic, as in the case for MAP merger disbursements. Purchasers 
should be encouraged to follow the procedures in Table 903-3A so as not to delay needed 
disbursements. 

b. Related Information . 

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

(2) In addition to the applicable Terms of Sale, the IA will enter the 
following statement in the "Terms" block of the LOA: "Payment will be in accordance with the 
provisions of the Financial Annex subject to paragraph B.3.f. of Annex A." However, this 
statement does not apply to Cash with Acceptance and FMSO I cases. If the purchaser is not 
authorized a Dependable Undertaking for Section 22 or Section 29 sales, the Term of Sale will be 
"Cash with Acceptance," unless specific DSAA approval is obtained. A Financial Annex is 
required for all LOAs except FMSO I agreements. Paragraph 70213.A.4., this section sets forth 
instructions for Financial Annexes. 

3. Type of Assistance (TAl Codes. 

/ 

a. Codes Identified. 

Code 3: 
Code 4: 

Code 5: 
Code 6: 

Code 7: 

Code 8: 

- Code M: 
- Code N: 
- Code U: 

Code V: 
Code Z: 

Sec 21 (b), AECA; Source of Supply "S", "R", "E". 
Mixed Sec 21(b), 22(a), or Sec 29 AECA or source 

undetermined; Source of Supply "X". 
Sec 22(a), AECA; Source of Supply "P". 
Sec 21(d), AECA; Payment on Delivery; Source of 

Supply "S", "R", "E". 
Sec 22(b), AECA; Dependable Undertaking with 120 
days payment after delivery; Source of Supply "P". 

Sec 21(d), AECA; Stock sales with 120 day payment 
Source of Supply "S", "R", "E". 

Sec 503(a)(3) Foreign Assistance Act, MAP Merger. 
Sec 23 or 24, AECA; FMS Credit (non-repayable). 
FMSO I, Source of Supply "P". 

"uff II S 1/ FMSO II, Source of Supply!!r . 
Sec 23 or 24, AECA; FMS Credit. 

b. Use with Source of Supply Codes. The type of assistance code may 
be interchanged when used in the "Availability and Remarks" block of the LOA. Example: TA3, 
TAZ. The Source of Supply codes shown in paragraph 3, Explanatory Notes, Annex A, to the 
LOA, must be determined and indicated independently. of TA codes. For example, the source of 
supply coding for FMSO n should be "5(*)" and the TA code for FMSO n should be "TAV" with 
both designations being shown in the "Availability and Remarks" block of the LOA. A summary 
of Terms of Sale and Type of Assistance Codes is at Table 1301-2. 

* 

@ 
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TYPE OF SOURCE OF 
ASSISTANCE SUPPLY 

TYPE OF SALE CODE CODE A V AILABILITY TERM!slOF SALE INITIAL DEPOSIT 

8. i\rtic/c(s)/Scrvices(s) sold 5 P a. To be dclivered/per- Cash with Acceptance 100% of "S" coded services 
only from procurement, formed over a period 
Sees. 22(a){l9 requiring 100% initial 

deposit 

b. To be delivered/per- Dependable Undertaking As shown in the Financial 

~ 
formed over a period Annex 
requiring initial deposit 

ttl of less than 100% 
t"'"' 
tTl 9. Mixed stock and procure- 4 X Not predetermined Dependable Undertaking As shown in the Financial ..... 

ment or source not pre- Cash Prior to Delivery Annex v,) ..... 0 determined, Sees. 21(b)/ v,) ..... 
0 , Sees. '7:1.(a){l9 ..... !V , ..... to. Artic1e(s) and/or service(s) 6 As Required Anytime Payment on Delivery None ....- ...-.. 

(j sold from stock, Sec. 21(b) 0 
::l and fint sentence of 21(d)" c. 
::l 

11. Artic1e(s) and/or service(s) Payment 120 days after None c: 7 As Required Anytime 

8- sold from Procurement Delivery ......- Sec. 22(b)··· 

12. Artic1e(s) and/or service(s) 8 As Required Anytime Payment 120 days after None 
sold from stock, final Delivery 
sentence of21(d)··· 

13. FMSO I. 0001200.8 U P N/A Cash with Acceptance, 5/17 of estimated cost plus 
'=' $----, balance as 100% of Administrative 
0 as billed charges 

/ 14. FMSO II. DODI 200.8 
'=' 

V A"S N/A Cash Prior to Delivery. As shown in the Financial - Ut 
Dependable Undertaking Annex ~ = Ut 

~ 
QC • 
3: 
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REPLY TO 

ATTN OF: 

SUBJECT: 

TO: 

• 

• 

XMXB 

DEPARTMENT OF THE AIR FORCE 

HEADQUARTERS INTERNATIONAL LOGISTICS CENTER (AFLC) 

WRIGHT-PATTERSON AIR FORCE. BASE, OHIO 45433 - 5000 

~ 9 SiP 1991 
'" 

Security Assistance Management Manual (SAMM) Change 3 (DSAA Ltr, 1 Mar 91) 

DSAA/OPS-E (Wayne Wells) 

1. The Source of Supply code for Cooperative Logistics Supply Support 
Arrangement (CLSSA) Foreign Military Sales Order II (FMSO II) cases was changed 
from "X" to "S" in Change 3 of the SAMM. Source of Supply code "X" means that 
the items will corne from a mixture of stock and procurement. Source of Supply 
code "s" means that the items will corne from stock. 

2. Under the USAF managed CLSSA program we allow the foreign customer to order 
items forecasted and other spares and repair parts that are not forecasted on 
their FMSO II case. The forecasted requirements are shipped from stock, 
however requirements not forecasted are normally obtained through procurement. 
The appropriate Source of Supply code for USAF managed FMSO II cases is "X" 
since the foreign customers receive their requirements from stock and 
procurement • 

3. The use of Source of Supply code "S" on our FMSO II cases is glVlng our 
foreign customers the wrong impression that all of their requirements are 
corning from stock. Request you give us authority to continue using Source of 
Supply code "X" for our FMSO II cases, and that the SAMM be updated accordingly 
in the next change. Please advise us of your decision by 11 October 91. 

4. POC is Dick Carter, I LC/XMXB , DSN 787-8168. 

i\~Q~ 
NANCY A\ HUDSON, Chief 
~olicy and Analysis Branch 
Directorate of ~lans & ~olicy 

cc: GB 
EC 

AF:'o-- COMBAT STRENGTH THROUGH LOGISTICS 



DEPARTMENT OF THE NAVY 

NAVY INTERNATIONAL PROGRAMS OFFICE 

WASHINGTON. D.C. 20350-5000 

4920 
Ser 0180U003723 

FIRST ENDORSEMENT on Commander, Naval Supply 
Itr 4920 Ser 0738/2291 dtd 

AUG 7990 
Systems Command 
17 Aug 1990 

From: Director, Navy International Programs Office 
To: Director, Defense Security Assistance Agency (DSAA/OPS) 

Subj: SOURCE OF SUPPLY CODE FOR FMSO II CASES 

1. Forwarded, recommending approval. 

~~ 
Deputy Director 



DEPARTMENT OF THE NAVY 
NAVAL SUPPLY SYSTEMS COMMAND 

WASHINGTON. D.C. 20376-5000 

Fran: Comnarrler, Naval Supply Systems canmand 
To: Director, Defense Security Assistance Agency (OOAA/CPS) 
Via: Director, Navy International Programs Office 

Subj: ~ OF SUPPLY CDDE FOR FMOO II CASES 

TELEPHONE NUMBER <. 

COMMERCIAL 

AUTOVON 

IN REPLY REFER TO: 

4920 
Ser 073B/2291 

AUG I 7 1990 

Ref: (a) PHCNCCN (DSAA/OPS-E) W. We11s/NAVSUP (SUP 073B) P. Baduini of 13 Aug 90 
(b) roD 5105.38~, Security Assistance Manual 

1. As discussed during reference (a), pages 1301-5 and 1301-10 of reference (b) 
are erroneous in stating that Source of Supply Ccxie "P" (procurement) is the 
appropriate Souce of Supply Ccxie for EMSO II cases. These cases are for the 
requisitioning and supply of material from stock (Sorce of Supply Ccxie "S") 
only. Request reference (b) be changed to avoid oonfusion among roD persormel 
and FMS custaners. 

2. The NAVSUP point of oontact is Mr. P. Baduini, 073B, XS3757. 

C. E. McKenna 
Acting Deputy COmmanQer 
Security Assistance 
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TYPE OF SALE 

IS. Any, Section 23 or 24 

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

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

18. Federal Republic or 
Germany 

19. Any, Section 23 or 24 

TYPE OF 
ASSISTANCE 

CODE 

z 

M 

N 

SOURCE OF 
SUPPLY 
CODE 

As Required 

As Required 

As Required 

• Contractor rebuildlrepair modifications must be coded "P: 
.. Requires approval of Director, DSAA. 

... Requires approval of the President 

AVAILABILITY TERM(s)OF SALE 

N/A 

Anytime ~MAPMerger 

(Show two or more 
terms, as appropriate) 

The DOD will draw re-
quired payments from the 
FRG's U.S Treasury Deposit 
Atcount as specified in the 
monthly scalemenl of fund 
requiret1YnlJ in ac.corrlance 
lIoilh nom" 1(1 n 

N/A 
F ~ 5 WtLi.1-(."..,.-

~"b n A;~enw:nt __ . , 

Dared 

INITIAL DEPOSIT 

As shown in the Financial 
Annex 

As shown in the Financial 
AMex 

As shown in the Financial 
Annex 

A! ~hcwn in the Hn:t:1Cla! 
Annex 

I. 



Table 1301-2, Page 1301-12, FOR TYPES OF SALE 15, 16, AND 19, 
CHANGE THE "TERMS ( s) OF SALE" COLUMN AS SHOWN BELOW: 

TYPE OF SALE TA CODE 

15. Any, Sec 23 or 24 Z 

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

19. Any, Sec 23 or 24 N 

TERMS(s) OF SALE 

DELB'l'B 

Loan Agreement with 
, NR. 

Dated , 
( line items) 

FY __ MAP Merger 

Loan Agreement with 
___ , NR. __ _ 

Dated ______ , 
( line items) 

SUBSTITlJ'l'E 

FMS Credit 

MAP Merger 

FMS Credit (Non
Repayable) 



--~.---.. ---------~~~-' --=-----

~:3 
DOD 5105.31~ 

TABLE 1301·3 

FOREIGN COUNTRIES AND INTERNATIONAL ORGANIZATIONS 

AUTHORIZED DIRECT ARRANGEMENTS FOR DEPENDABLE 

UNDERT AKING 

COUNTRIES 

Near East and South Asia 

) 
~--- .. 

• 
Algeria 
Botswana 
Cameroon 
Kenya 
Liberia 

Morocco 
Nigeria 
Sudan 
Tunisia 

Bahrain 
Bangladesh 
Egypt 
India 

'Ji'0 
Pakistan <t'~~~ 
Oman 0+.:"''' 

Austria 
Belgium 
Denmark 
France 
Germany (Fed. 

Rep. of) 
Greece 
Iceland 
Ireland 
Italy 
Luxembourg 

Australia 
Brunei 
Indonesia 
Japan 
Korea 
Malaysia 

Far East 

lW}ici6fie 
Netherlands 
Norway 
Portugal 
Spain 
Sweden 
Switzerland 
Turkey , 
United Kingdom 
Yugoslavia 

New Zealand 
People's Republic 
of China (PRC) 

Philippines 
Singapore 
Taiwan 
Thailand 

Israel 
Jordan 
Kuwait 
Malta 
Nepal 

~Arahla /. UnitedAMAAG.~ -
. tes "-

Ji.e~ -
Western Hemisphere 

Argentina 
Bahamas 
Barbados 
Brazil 
Canada 
Colombia 
Costa Rica 
Dominica 
Dominican Republic 
Ecuador 
EI Salvador 
Guatemala 

Haiti 
Honduras 
Jamaica 
Mexico 
Panama 
Peru 
St Lucia 
S1. Vincent 
Surinam 
Trinidad and 

Tobago 
Uruguay 
Venezuela 

International Or~anizations 

NATO (North Atlantic Treaty 
Organization and its agencies) 

TABLE 1301-3. Foreign Countries and International Organizations Authorized 
Direct Arrangements for Dependable Undertaking. J 

@ 
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SECTION 1303 - ACCOUNTING 

130301 FINANCIAL ADMINISTRATION OF THE FMS PROGRAM 

A. Trust Funds. A separate trust fund has been established to account for payments 
received from customers and disbursements against implemented FMS cases. This fund can be 
either cited directly on contracts for the procurement of defense articles or services for that 
customer or used to reimburse MILDEP appropriations for deliveries from 000 stocks. 

B. SAAC Responsibility. SAAC has been established as the central 000 office for 
dispatching billings to, and receiving payments from FMS customers. It provides the customer 
with a single source to which payments can be made and queries concerning these payments or 
other fmancial matters can be addressed. 

I 

C. Payments to Trust Funds. Cash payments deposited to the customer trust fund 
other than for initial deposits are based on requests for funds (FMS Billing Statement, DO Form 
645) submitted by SAAC. FMS customers are provided detailed information in support of billings 
for defense articles, defense services, design and construction, and related surcharges. SAAC is 
responsible for assurance that sufficient cash is available from the foreign governmentto cover 
accrued expenditures, costs to be incurred during the remainder of the current quarter, and to meet 
charges to be incurred during the forthcoming 90 day period; such as, contractor progress 
payments, contractor holdbacks, potential termination charges, and deliveries from DOD 
inventories. Therefore, billings will be the amount shown on the payment schedule (financial 
annex) attached to the DO Form 1513, or the quarterly forecast of the financial requirements 
accompanying the DO 645 bill, whichever is greater. The quarterly forecast will include accrued 
expenditures through the billing cutoff plus estimates of the costs to be incurred on behalf of the 
FMS customer through the calendar quarter following the quarter in which the bill will be mailed; 
for example, a statement prepared in January (Dece~J:.&~Qff with payment due March 15) will 
project financial requirements through June (see Table~ Accumulation of large unexpended 
balances in customer trust accounts for substantial periods must be avoided, except where related 
to contract holdbacks and other accrued or potential liabilities. 

D. Excess Payments. Payments received for an individual FMS case may be in excess 
of the final charges. These funds can be retained in the customer's holding account pending 
further instructions (see para 130402C.). Implementing agencies should not enter any remarks on 
FMS documents in regard to transferring Purchaser funds from one case to another. Such remarks 
can be misleading, contradictory to instructions given to SAAC by the Purchaser, and not effective 
if crossleveling is required. Any excess funds on a case are processed to the Purchaser's Trust 
Fund and can only be applied to another case at the Purchaser's request. 

130302 AUDITS AND INSPECTIONS 

A Purpose. This section prescribes the action to be taken by SAOs, UCOMs, and other 
activities having responsibilities for MAP, lMET, and FMS programs on audits, inspections, and 
reports by GAO; the ooDIG; and MILDEP Audit Agencies. 

B. Types of Audits/Inspections 

1. GAO Audits. The GAO is empowered by law and 000 authority to conduct 
independent audits of DOD agencies and functions. The audits consist of comprehensive 
examinations of an agency's organization, activities, and results of operations. The audit results 
are set forth in reports containing findings, conclusions, and recommendations that provide a 

-

@ 
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130401.H. 

H. Purchaser Reguests For Payment Scbedule Review. 

1. Purchasers are encouraged to raise payment schedule questions or problems at 
Security Assistance Reviews, Program Management Reviews, Program Reviews, etc., hosted by 
lAs. 

2. Purchasers who wish a review or revision of a specific case payment schedule 
should forward a request to the appropriate IA. Addresses of the three principal lAs are shown 
beioW! ;,.,.. 7010 '!>. N. 

U.S. Army; 

b. 

c. 

130402 COLLECTION OF FMS PAYMENTS. 

A. Trust Fund Accounts. The AECA requires FMS monies to be collected in advance 
of delivery, service performance, or contractual progress payments. SAAC performs accounting 
operations from two parent FMS trust fund accounts: (1) 978242, (Deposits, Advances, Foreign 
Military Sales, Defense) and (2) 97-11X8242, (Advances, Foreign Military Sales, Executive, 
Defense). The 978242 account is used for "receipt" of payments from customers for FMS sales. 
Account 97-11 X8242 is for "disbursements" made to suppliers on behalf of FMS purchasers. 

B. Inte2rjty of Payment Identification. Cash collections into the FMS Trust Fund 
are the result of initial deposits at acceptance or are based on requests for funds (billings) prepared 
by SAAC. Each deposit made is recorded to the appropriate FMS case accepted by the purchaser. 
If the deposit is not identifiable at the time of payment it is recorded in the FMS customers' 
"Holding Account" pending identification. Throughout the life of the FMS case, the integrity of 
case-level accounting for deposits will be maintained by SAAC. 

C. Holdjn2 Accounts. Payments in excess of the value of a particular case may be 
transferred into Trust Fund "Holding Accounts," similar to pseudo-cases, under the following 
conditions: 

** 

-

@ 
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TABLE 1304·1 

FINANCIAL ANNEX 
SUPPLEMENTARY FINANCIAL TERMS AND CONDITIONS 

<Yt~ 
1. This agreement is financed entirely with cash, FMS loan~ funds, MAP funds, or any 
combination thereof as indicated in Block 27 of DD Form 1513, Letter of Offer and Acceptance 
(LOA), or Block 28 ofDD Form 1513-1, Amendment to Offer and Acceptance. The Purchaser 
agrees to make payments in such amounts and at such times as may be specified by the usa, 
including any initial deposit indicated on the LOA required to meet financial requirements arising 
from this case. 

2. The Foreign Military Sales Billing Statement, DD Form 645, will serve as the statement of 
account and billing statement. An FMS Delivery Listing identifying items physically or 
constructively delivered, and services performed during the billing period, will be attached to the 
billing statement. The Security Assistance Accounting Center (SAAC) forwards billing statements 
to Purchasers no later than 45 days before payments are due, and Purchasers will forward 
payments in U.S. dollars (cash or request for advance of loan funds) to the usa in time to meet 
prescribed due dates. For cases financed with MAP funds. these funds are merged in the trust 
fund and applied to the cases. Such costs as may be in excess of the amount funded by MAP or 
credit agreement funds must be paid by the purchaser, if additional MAP/credit funds are not 
available. Questions concerning the content of DD Form 645 billing statements and requests for 
billing adjustments should be submitted to the Security Assistance Accounting Center (SAAClFS), 
Lowry AFB, Colorado 80279-5000. 

3. Cash payments in U.S. dollars for initial deposits and amounts due and payable on Quarterly 
Billing Statements (DD Form 645) are to be forwarded to the SAAC or other formally agreed upon 
repository in time to meet prescribed payment dates. The preferred method for forwarding cash 
payments is by bank wire transfer to the Department of the Treasury account at the Federal Reserve 
Bank of New York using the standard federal reserve funds transfer format. Wire transfers will be 
accepted by the Federal Reserve System (FRS) only from banks that are members of the FRS. 
therefore. non-U.S. banks must go through a U.S. correspondent FRS member bank. The 
following information is applicable to cash payments: 

a. Wire Transfer: 
Treasury Department Name: TREAS NYC 
Treasury Department Code: 021030004 
Agency Name: AFAFC/SAAC 
Agency Code: (3801) Air Force 
Third Party Information: Identify reason for funds transfer. 

b. Check Mailing Address: 
AFAFC/ ACFC/SAAClFSR 
P.O. Box 20030 
Denver, CO 80220-0030 

4. thorize payments of initial deposits required on LOAs or amounts due and 
FMS billing s ts from funds available under loan agree me rrower will submit a 
letter of request for eac of loan fund to the Secretary. Federal Financing 
Bank, c/o U.S. Department of the T , in ton D.C. 20220. Each request to the Federal 
Financing Bank nce will be forwarded to se Security Assistance Agency, 

PT-A&FD. Pentagon. Room 4B659. Washington, . letter 

TABLE 1304-1. Supplementary Financial Terms and Conditions 

1304-8 Qange No.2. 2 July 1990 
@ 
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5. If full payment is not received by SAAC by the prescribed due date, interest shall be charged 
as outlined in General Conditions, Paragraph B.3.g. of Annex A to the LOA. The principal of the 
arrearage will be computed as the excess of cumulative financial requirements over cumulative 
collections (cash and loan) shown in the FMS Billing Statement after the payment due date. 

6. . The initial deposit of $ required to accompany this LOA is an integral part of the 
Purchaser's acceptance. If the advance payment is· made from loan funds, the Credit Programs 
Division, DSAA, will submit payments to the SAAC in accordance with Borrower requests for 
loan advances described above. 

7. The payment schedule provided below is for planning purposes. The SAAC shall request 
Purchaser payment in accord with the payment schedule, unless DOD costs (including 90-day 
forecasted requirements) exceed the amounts required by the payment schedule. Should this 
occur, DOD would be unable to comply with the advance payment requirement of the Arins Export 
Control Act and the U.S. will use its best efforts to provide a revised payment schedule (DD Form 
1513-2) at least 45 days prior to the next payment due date. The Purchaser is required to make 
payments in accordance with quarterly billings (DD Form 645) issued by the SAAC regardless of 
the existing payment schedule. 

8. It is understood that the values on the LOA are estimates, and that the final amount to be 
charged for items or services furnished will be equal to the final total cost to the USG. When final 
deliveries are made and all known costs are billed and collected, the SAAC will provide a "Final 
Statement of Account" which will summarize total final costs of this agreement. Should the final 
total costs be less than the funds collected, such excess funds will be available for payment of 
unpaid billings for other agreements. If there are no such unpaid billings, excess funds will be 
disposed of as agreed upon between the Purchaser and the Comptroller, DSAA. 

9. To assist the Purchaser in developing fiscal plans and annual budgets, the USG provides its 
best estimate of anticipated costs of this agreement in the following estimated payment schedule: 

PAYMENT DATE 
Initial Deposit: 

ESTIMATED PAYMENT SCHEDULE 

QUARTERLY 

TABLE 1304-1. (Continued) 

CUMULATNE 

@ 
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PROPOSED CHANGES TO DOD 5105.38-M, SAMM 

Table 1304-1, FINANCIAL ANNEX, SUPPLEMENTARY FINANCIAL TERMS 
AND CONDITIONS 

Please rewrite paragraph 4. as follows: 

4. To authorize payments of initial deposits required on 
LOAs or amounts due and payable on FMS billing statements 
from funds available under loan or grant agreements, the 
Borrower will submit a letter of request for each advance of 
loan or grant funds (where requested by loan or grant 
agreement being cited as source of payment) addressed to the 
Defense Security Assistance Agency, 1400 Wilson Blvd., Suite 
535, Arlington VA 22209-235. Letter formats and specific 
instructions for processing required loan or grant advance 
requests are included in specific provisions of the 
applicable loan or grant agreement. Questions pertaining to 
status of loan or grant balances should be directed to the 
above DSAA address. 



DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, DC 20301-2800 

1 2 SEP 1990 

MEMORANDUM FOR DIRECTOR, OPERATIONS 

SUBJECT: Proposed Changes to DOD S10S.38-M, SAMM 

The attached Table 1304-1, Financial Annex, Supplementary 
Financial Terms and Conditions, of DOD S10S.38-M reflects our 
proposed changes as annotated. Paragraph 4 is being updated to 
include grant agreements and the correct mailing address for the 
Borrower's letter of request on advance funds. 

Request the changes to. Table 1304-1 be included in Change 3 to 
DOD S10S.38-M. 

Our point of contact is Mr. Jerry Friesz, DSAA/COMPT-FMD, 
694-1173. 

Attachment 
As stated 



-
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2. DD Form 1513 Presentation. The LSC is to be included in the single selling 
price presented to FMS purchasers in the LOA for those lines coded with the applicable generic 
codes listed in OOD 7290.3-M. 

.... !>~p~ \..sc.. 1 04'~k-l 
3. Reportim:. SAAC will apply 4e &pplieable pSK@3.1 pel" lit '1M' 

FYs 1987 Me 198~ to the extended value amounts reported by the lAs in the DD Comp(M) 1517 
billing reports. However. in accordance with Paragraph 71704C of the OOD 7290.3-M. the lAs 
will determine from SAAC the amount ofLSC to include in the lA's Case Closure Certificate to be 
submitted to SAAC. 

D. Nonrecurrim: Cost Recoupment Charles. 

1. Backl:round. Section 21 of the AECA requires that an appropriate charge be 
made for a proportionate amount of any NC of RDT&E. and production of MDE. Implementation 
guidance on establishment of charges, collections, and waivers is contained in DOD Directive 

2140.2. 00'0 ~~ 
2. DOD Component Responsibility. DOD components e responsible for 

determining recoupment charges for all items of defense equipment OOD co ponents must use 
actual, not program, cost data and may use estimates where the development 0 ore precise data 
is not possible; however, in the latter case, it must be demonstrated that a reason Ie approach was 

__ used and prior approval of alternative costing methods must be obtained from Accounting -
Policy), with DSAA concurrence. The costs to be applied against the foregoing threshold levels 
shall nonnally be determined based upon the roll-away, sail-away or fly-away cost of the end item, 
and assessments for product sales shall be made on the basis of end item sales. In the event an 
end-item contains one or more components which individually meet these thresholds, recoupment 
will be made on both end item and component sales. Nonrecurring RDT &E costs are those costs 
funded by an RDT &E appropriation to develop or improve the product or technology. This ----~)-
includes costs of any ECP initiated prior to the date of the contract with the customer, as well as 
projections of such costs, to the extent additional effort applicable to the sale model or technology ~ 
is necessary or planned. It does not include costs funded by either procurement or O&M 
appropriations to improve the product or for costs of publications. The costs of improvements are 
recurring costs and will be recovered in accordance with DOD 7290.3-M. Nonrecurring 
production costs are those one-time costs incurred in support of previous production of the model 
specified and those costs specifically incurred in support of the total projected production run from 
which delivery is to be made which would normally be expenses against a production run. These 
NCs include such costs as pre-production, special tooling, special test equipment, production 
engineering, product improvement, destructive testing, and pilot model production, testing, and 
evaluation. They do not include costs of government property or facilities for which rental or asset 
use charges will be assessed. "Special" nonrecurring RDT &E or production costs are those 
incurred at the request of, or for the benefit of, the customer in developing a special feature or 
unique requirement. These "special" costs must be paid by the customer as incurred. The 
objective of applying these recoupment charges is to ensure that a purchasing customer pays a fair 
price for the value of OOD "sunk" investment costs. The pro rata recoupment charge is to be 
included in the FMS or direct commercial sales price of the product or technology unless reduced 
or waived as outlined in paragraph h. below. Fair Pricing legislation exempted the assessment of * 
NC for those countries/organizations whose cases are fully funded with FMS Credit (non- * 
repayable), effective with deliveries reported to SAAC after 1 December 1989. * 

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

1307-6 ..Ghallge No. 2, 2:J:aty 1990 
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130402.F.3. 

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

4. These procedures do not apply to offers where SAAC has been notified that the 
initial deposit is in the hands of another usa agency, that a courtesy deposit has been made on 
SAAC's behalf. that funds have been wire transferred (with transaction number), or where the 
LOA is fmanced by MAP or FMS credit funds. 

130403 DISBURSEMENT AUTHORITY FOR FMS AGREEMENTS. 

A. Case-Leyel Accountjnl:. FMS monies collected in advance of delivery, service 
performance, or contractual progress payments are available for reimbursement to U.S. 
appropriations or direct-cite payment to U.S. producers. Although these disbursements are 
controlled on an FMS country basis, accounting for FMS transactions is on an individual case 
basis. In other words, country cash deposits may be disbursed for the financial requirements 
associated with any of that country's cases with its consent, expressed or implied, but the integrity 
of deposit and disbursement accounting for individual cases will be maintained. 

B. Expenditure Authorities. The total OOD expenditure authority for each FMS 
purchaser is equal to the amount of undisbursed monies on deposit for the purchaser in the FMS 
Trust Fund. Any subdivision of this authority must be requested by the OOD components. Based 
on the amount of a request and of available monies, the SAAC will formally release advice of 
expenditure authority in a specified amount at FMS country level to the DOD compone~e OOD 
component must exercise prudent control to ensure the disbursement limitation is not exceeded 
when paying contractors or reimbursing U.S. appropriations. 

130404 ACCOUNTING FOR CONTRACTUAL PROGRESS PAYMENTS. 

A. Incremental Payments. Most of the materiel furnished on FMS orders is procilred 
by the DOD on behalf of FMS purchasers. Associated with these procurement actions are 
incremental, contractual progress payments for work in process. Installment payments reduce the 
impact on customer budgets and reduce contractor investment in work in process. Similarly, it 
reduces the mutual risks inherent in case cancellation. It also provides continuing assessment of 
case requirements and pricing to update clements of inaccurate price estimation that may have 
occurred at the time of case offer. 

B. Sel:rel:atjnl: and AccQuntinl: (or FMS Costs. Sections 22 and 29 of the AECA 
necessitate accurate and prompt segregation and accounting for incremental costs to ensure that 
OOD appropriations are not adversely impacted by contractual payments on behalf of FMS orders. 
DOD policy is that contractors separately request progress payments when more than one country's 
requirements or U.S. requirements are included in the same contract, The OOD component that 
makes the progress payment must promptly report these costs to SAAC to insure that billings 
accurately reflect the rates at which disbursements are made. If the payment schedule appears to be 
inadequate, the DOD component should modify it (DD Form 1513-2 or 1513-1) with notification 
to both the FMS purchaser and SAAC. 

~ 
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c. An estimate of the full cost of the cooperative project, with an estimate of 
the part of the full cost to be incurred by the USG for its participation in such a cooperative project, 
including an estimate of the costs to be incurred as a result of waivers of charges which would 
otherwise be required under Sections 21 (e)( 1 )(A) and 43(b) of the AECA, and an estimate of that 
part of the full costs to be incurred by the other participants; 

d. An estimate of the dollar value of the funds to be contributed by the U.S. 
and each of the other participants on behalf of such a cooperative project; 

e. A description of the defense articles and defense services expected to be 
contributed by the U.S. and each of the other participants on behalf of such a cooperative project; 

f. A statement of the foreign policy and national security benefits anticipated to 
be derived from such a cooperative project; and, 

g. To the extent known, whether it is likely that prime contracts will be 
awarded to particular prime contractors or that subcontracts will be awarded to particular 
subcontractors to comply with the proposed agreement. 

5. Pursuant to the requirements of Executive Order 11958, the DSAA will consult 
with the Departments of State and Treasury regarding implementation of cooperative projects under 
Section 27, AECA, including waiver or reduction of charges, prior to Congressional certification. 

140107 REQUESTS FOR QFFSET PROCUREMENT. 

_ A. DOD Policy. It is DOD policy not to enter into government-to-government offset ar
rangements because of the inherent difficulties in negotiating and implementing such arrangements. 
Any foreign government requesting offset should be informed that the responsibility for negotiat
ing any offset arrangements resides with the U.S. contractor involved. The USG will not commit 
a U.S. contractor to an offset commitment without having its prior concurrence. 

"ftgiD~~riD!1~~:::'~:~tj:;'l~~a~=~!:!=~~ -Affait s; Assistaat Seeretary ef Defense fOI Intel national Seetiri~ Policy; Assistanc@ Seeretfli)'-'>f -
~t'eRse for Maftp9Wer, Reseue Affairs, and LogisticG.; the Department of ~fense General 
Counsel':)tW{ ~ and the MILDE~ will be responsible for publishing ~nnual report 
setting forth the status of 1K! existing and proposed compensatory<:$Qp1l sl'$ tiee SiftS offset 
agreements. Such reports will highlight the U.S. financial obligation and provide other detail as 

---
required. 

140108 
* o \A.S't)U\), ~ c...o~~ w~o.h O\l\~l)l~)~ 

RELEASE QF TECHNICAL DATA. 

A. General. It is DOD policy to treat defense-related technology as a valuable and limited 
national security resource. Any export or re-export of defense related technical data of U.S. origin 
to a foreign recipient for its indigenous defense requirements must be approved under the 
provisions of the AECA. The principal controls are those provided under FMS procedures or 
export licensing for commercial transactions by the Department of State, Office of Munitions .~~ 
Control. ~/ 

B. Definition or Technical Data. Technical data is defined in paragraph 140104.B. V 
above. The most prominent category of technical data is described as a TOP. The TOP normally 
includes technical design and manufacturing information sufficient to enable the construction or 
manufacture of a defense item, component, modification, or to enable the performance of certain 

1401-14 
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DOD 5105.38-M 

TABLE F-3 

TRANSPORTATION COST LOOK-UP TABLE 
(Effective 1 OCT 90) 

ARMY ANNEX 

NSN ITEM CODE 6* CODE 8* CODE 9* 

CHAPARRAL 

1410-01-095-3248 MSL, GM, INTERCEPT $ 302 $ 159 $ 1;119 
AERIAL, MIM-72E 

1410-01-150-2863 MISSILE, GM 302 159 1,119 
INTERCEPT AERIAL 
MIM-71F 

1410-01-216-3775 MISSILE, GM, 302 159 1,119 
INTERCEPT AERIAL 
MIM-72N 

440-01-069-8877 MSL, GM, INTERCEPT 12,485 5,149 61,829 
AERIAL, CARRIER 
MTD, M48A1 

1440-01-106-3089 MSL, GM, INTERCEPT 12,485 5,149 61,82.9 
AERIAL, CARRIER 
MTD, M48A2 

1440-01-181-6002 FLIR 319 243 1,232 
1440-01-198-5892 MSL, GM, INTERCEPT 12,485 5,149 60,602 

AERIAL, MTD, M48A2E1 
1440-01-937-3859 SYS, MISSILE, GM 12,209 4,873 60,525 

INTERCEPT AERIAL 
CARRIER, MTD, M48 

4935-01-104-9827 AN/TSM-96A 11,765 7,589 40,220 

DRAGON 

1427-00-163-8959 MISSILE $ 136 96 444 
1430-00-078-8340 TRACKER 268 258 517 
1430-01-046-9594 NIGHT TRACKER 308 278 735 

HAWK 

1337-00-484-8551 ROCKET MOTOR, Ml12 $ 650 $ 462 $ 3,532 
1410-00-234-3266 MISSILE 1,991 1,051 9,104 
1410-01-173-9990 MISSILE, MEl $ 1,991 $ 1,051 $ 9,104 

430-00-103-5270 IPCP, AN/MSW-11 11,182 4,699 39,191 
430-00-135-0267 ICWAR 7,075 2,810 24,558 
430-00-169-1859 ICC 11,766 5,112 40,043 



1430-00-178-8453 PAR 8,810 3,180 31,196 
1430-00-178-8454 ROR 6,642 2,718 22,920 
1430-00-782-9816 HPI 11,115 4,973 37,262 
1430-00-880-3357 AN/TPQ-29 6,210 3,943 21,561 
1430-01-042-4907 ICWAR/PIP, PHASE I 7,075 2,810 24,558 
1430-01-042-4908 PAR/PIP, PHASE I 7,075 2,810 24,558 
1430-01-042-4910 BCC/PIP, PHASE I 6,690 4,184 23,425 
1430-01-042-4915 IPCP, PHASE I 11,182 4,699 39,191 
1430-01-042-4918 ICC/PIP, PHASE I 11,549 5,066 39,624 
1430-01-078-9643 HPI/PIP, PHASE II 11,115 4,973 37,262 
1430-01-084-1130 IBCC,PHASE II 6,690 4,184 23,425 
1430-01-084-1131 IPCP, PHASE II 11,182 4,699 39,191 
1430-01-180-5318 PCP/PIP PHASE III 11,549 5,066 39,624 
1430-01-184-6768 CWAR/PIP PHASE III 6,424 2,671 22,180 
1430-01-191-8780 HPI/PIP PHASE III 11,115 4,973 37,262 
1430-01-213-9397 BIG PHASE III 2,014 1,670 16,462 
1440-00-602-5055 LSCB, PHASE I 104 92 416 
1440-00-805-3012 LAUNCHER 6,791 4,166 23,975 
1450-00-066-8873 LOADER, XM501E3 5,202 2,302 17,941 
4935-00-133-9770 SHOP EQUIP, 2,093 1,616 7,014 

AN/TSM-112 
W/SM 35 BEAM 

935-00-604-7460 IAFU OMC GRD 1,614 1,375 4,496 
4935-00-782-1957 SHOP EQUIP 6,210 3,943 21,561 

AN/TSM-105 
4935-00-880-4510 SHOP EQUIP 6,210 3,943 21,561 

AN/TSM-107 
4935-01-042-4909 SHOP EQUIP 6,210 3,943 21,561 

AN/TSM-107 
PIP 

4935-01-043-2244 SHOP EQUIP. (NO.1) 7,888 4,786 28,307 
PHASE I 

4935-01-051-8691 SHOP EQUIP 6,210 3,943 21,200 
AN/TSM-104 

4935-01-067-3362 SHOP EQUIP GM 2,093 1,616 7,486 
AN/TSM-120 

4935-00-083-3128 SHOP EQUIP (NO.8) 3,411 2,533 19,301 
4935-01-083-3129 SHOP EQUIP. (NO.1) 7,888 4,786 28,307 

PHASE II 
4935-01-085-5618 SHOP EQUIP (NO.9) 5,124 2,394 16,661 
4935-01-085-5679 SHOP EQUIP (T.A.G.) 4,269 3,792 11,392 
4935-01-091-4450 TAS MAINT. KIT 1,690 1,093 6,252 

PHASE II 
4935-01-218-7088 SHOP EQUIP. (NO.8) 5,775 2,533 19,301 

PHASE III 
5821-00-192-8668 TRANSMITTING SET 104 92 331 



HELICOPTER l UH-1 

1615-01-056-4550 HUB ASSEMBLY, 1,399 1,017 1,281 
MAIN ROTOR 

1615-00-183-0834 TRANSMISSION 1,904 1,522 1,981 
1615-01-237-0512 HUB ASSEMBLY, 

MAIN ROTOR 1,399 1,017 1,281 
2840-01-093-7451 ENGINE 1,208 826 1,261 
2840-01-134-4803 ENGINE 1,208 826 1,261 
2915-01-005-9197 FUEL CONTROL 1,025 886 1,162 
2915-01-216-9779 FUEL CONTROL 1,025 886 1,162 

MLRS 

1055-01-192-0358 AVMRL (LESS CARRIER) 13,474 5,285 95,076 
1055-01-251-9756 AVMRL 13,474 5,285 95,076 

PATRIOT 

1410-01-087-6343 GM INTERCEPT AERIAL 3,137 1,727 10,545 
1410-01-205-7066 GM INTERCEPT 3,137 1,727 10,545 

AERIAL 
10-01-267-6685 GM INTERCEPT AERIAL 3,137 1,727 10,545 

MIM-104-B 
1410-01-286-9689 GM INTERCEPT AERIAL 3,137 1,727 10,545 

MIM-104-C 
1430-01-087-6330 RADAR SET 24,552 8,515 104,613 
1430-01-087-6337 AN/MSQ-116 22,535 7,692 86,506 
1430-01-087-6338 AN/MGQ-104 22,535 7,692 88,671 
1430-01-131-5373 ANTENNA MAST 21,291 6,960 91,201 

GROUP TRK 
1430-01-131-5427 AN/MRC-137 21,904 7,061 80,483 
1440-01-087-9844 M901 21,904 7,061 80,668 

RED EYE 

1425-00-930-9923 M41 GUIDED MSL SYS 119 88 310 
1425-01-078-9258 M41 MSL W/METL CONT. 136 94 398 
1425-01-078-9259 M41 MSL ASSEMBLY 119 88 310 
6920-00-809-0399 GUIDED MSL TRAINING SET 301 280 740 

STINGER 

1425-01-024-9982 WPN ROUND 159 105 472 
1427-01-024-9967 MSL ROUND 119 84 433 
1427-01-219-7116 WPN ROUND, LESS 148 94 448 

GRIPSTOCK 
27-01-325-3158 MISSILE ROUND 119 84 433 

427-01-325-3160 WEAPON ROUND, PARTIAL 148 94 448 



1440-01-170-8618 GRIPSTOCK - CONTROL 15 13 56 
GROUP 

1440-01~281-9458 GRIPSTOCK, CONTROL GROUP 15 13 53 
6920-01-024-6948 THT 282 255 843 
6920-01-283-7826 TRAINING SET 282 255 843 

THERMAL IMAGERY 

5855-01-037-7340 NIGHT SIGHT, 221 211 511 
AN/TAS-6 

5855-01-037-7341 AN/TAM-3 229 172 852 
5855-01-083-9051 AN/UAS-11 345 273 1,379 
5855-01-154-3871 AN/TAM-3A 439 326 1,605 
5855-01-173-0808 NIGHT SIGHT, 256 229 922 

AN/UAS-12B 

TOW 

1410-01-007-2507 MISSILE 96 65 388 
1410-01-007-2508 MISSILE 90 59 375 

410-01-106-8514 I-TOW 96 65 388 
10-01-135-2092 TOW-2 MSL 96 65 388 

410-01-137-9976 MISSILE, PRACTICE 85 54 370 
1410-01-229-9948 MISSILE 96 65 388 
1410-01-257-7583 I-TOW MISSILE 96 65 388 
1410-01-300-0254 TOW-2A MISSILE W/CLM, 96 65 388 

BGM-71E-1B 
1410-01-301-0815 TOW-2 MISSILE.W/CLM, 96 65 388 

BGM-71D-1B 
1410-01-303-5172 TOW-2 MISSILE 90 59 375 
1410-01-309-8302 TWO PRACTICE MISSILE 90 59 375 

W/CLM, BTM-71A-1B 
1410-01-309-8303 I-TOW MISSILE W/CLM, 96 65 388 
1440-00-169-1764 LCHR 1,390 1,151 3,435 
1440-01-104-9834 LCHR, TUBULAR, GM, 1,390 1,151 3,772 

TOW-2 
1440-01-271-3015 TOW-2 LAUNCHER 1,390 1,151 3,772 
1440-01-298-9788 TOW-2 LAUNCHER 1,390 1,151 3,772 
4935-00-150-5905 CSS 3,078 1,994 10,819 
4935-01-070-3426 FIELD TEST SET 745 506 2,933 
4935-01-082-7023 ICSS 3,068 1,994 10,819 
4935-01-114-3919 CSS, TOW-2 3,068 1,994 10,819 
4935-01-142-9561 FIELD TEST SET, TOW-2 745 506 2,933 
4940-01-154-3957 IMP. CSS, TOW-2 5,225 3,077 18,590 
5855-01-083-9053 NIGHT SIGHT, 296 272 937 

AN/TAS 4A 
55-01-152-8781 NIGHT SIGHT, 303 276 975 

AN/UAS 12A 



5855-01-245-8689 
5855-01-301-0158 
6130-01-018-9786 
6920-00-179-7320 
6920-00-145-6098 

HARM MISSILE 

1337-01-162-3421 
1337-01-162-3422 
1410-01-242-4880 
1420-00-237-4082 
1420-01-241-5790 

HARPOON MISSILE 

1410-01-139-1741 
410-01-181-8546 
410-01-181-8548 
410-01-181-8549 

1410-01-198-7063 

MK 46 TORPEDO 

1356-01-063-3274 

SIDEWINDER MISSILE 

1336-01-017-4030 

1336-01-044-7430 
1337-01-145-1963 
1420-01-101-8233 

1427-01-114-2054 

SPARROW MISSILE 

1410-00-149-3507 
1410-00-149-3508 

AN/uAS-12A 
NIGHT SIGHT, AN/uAS 12-C 
BATTERY CHARGER 
M70 TRAINER, TOW 
M70 TRAINER, TOW-2 

NAVY ANNEX 

ROCKET MOTOR SECTION 
WARHEAD SECTION 
TACTICAL MISSILE 
GUIDANCE SECTION 
CONTROL SECTION 

RGM-84D-3 
AGM-84D-1 
AGM-84D-1 
UGM-84D-1 
RGM-84D-4 

TORPEDO 

SAFETY-ARMING 
DEVICE (S&A) 
WARHEAD 
ROCKET MOTOR (RM) 
TARGET DETECTOR 
(AOTD) 
GUIDANCE & CONTROL 
SECTION (GCS) 

AIM-7M 
AIM-7M 

303 
303 
123 
803 
803 

1,290 
1,290 
4,715 
1,290 
1,290 

1,350 
867 

1,309 
2,728 
1,356 

732 

38 

67 
229 
312 

628 

4,317 
2,274 

276 
276 

96 
564 
564 

1,216 
1,216 
4,115 
1,216 
1,216 

972 
611 
932 
988 
979 

470 

20 

34 
117 
306 

607 

3,637 
1,988 

975 
975 
494 

2,878 
2,878 

1,820 
1,820 
9,683 
1,820 
1,820 

6,641 
6,557 
4,846 
7,352 
6,94_0 

3,484 

276 

280 
760 
904 

1,292 

3,834 
3,896 



AIR FORCE ANNEX 

MAVERICK MISSILE 

1336-00-138-2910JE AGM-65B 4,519 4,309 6,876 
1336-00-883-5361 WARHEAD 1,510 1,460 3,446 
1336-00-883-2682 BOOSTER WARHEAD 1,453 2,901 1,466 
1337-01-118-4657 ROCKET MOTOR 1,546 1,467 2,140 
1410-00-125-6760JE AGM-65B 4,519 4,309 6,876 
1410-00-238-1486JE AGM-65A 4,519 4,309 6,876 
1410-01-089-2505JE AGM-65B 4,519 4,309 6,876 
1410-01-101-8490JE AGM-65A 4,519 4,309 6,876 

SIDEWINDER MISSILE 

1410-01-135-2771AB AIM-9L 255 177 1,502 
1410-01-137-5971AB AIM-9P-2 255 177 1,502 

410-01-137-5972AB AIM-9P-3 255 177 1,502 
10-01-162-9395AB AIM-9M 255 177 1,502 

SPARROW MISSILE 

1410-01-101-8237BL AIM-7E-3 466 321 3,082 
1410-01-135-6167BL AIM-7E 466 321 3,082 

*If the priority changes and the actual delivery of materiel does not 
correspond with the Delivery Term Code (DTC) designated in the LOA, a 
Transportation Bill Code (TBC) indicating the actual method of 
shipment is to be entered on the DD Form 1517 (Position 59). 
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USD/P INTEROFFICE COORDINATION SHEET I UA,~ .. ..,.." 

I· 61624/90 

SUBJECT. Transportation Cost Look-up Table -- Annual Update I CURRENT SUSPENSE DATE ('r 'mm..,D) 

ARY I' briefly the origin, purpose, action recommended and coordination - (Attach original tasking - SD Form 74, etc.» 

ORiGIN: SAMM. Appendix F requirement for annual update of the transportation look-up 
table. 

PURPOSE: To update the transportation cost look-up table. Inputs from mildepts have 
l been incorporated in the attached memorandum. 

, 
RECOMMENDATION: Recommend your signature . 

. 
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MA DIR 
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_MA_ DIR, CT PLANS 
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• ',VRoNATO PDUSD !S&R COMPT A .../ '.--
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DEFENSE SECURITY ASSISTANCE AGENCY 

WASHINGTON, DC 20301·2800 

o 1 OCT 1990 
In reply refer to: 
1-061624/90 

MEMORANDUM FOR ASSISTANT DEPUTY CHIEF OF STAFF FOR LOGISTICS 
(ADCSLOG) (SECURITY ASSISTANCE) 
DEPARTMENT OF THE ARMY 

DIRECTOR, NAVY INTERNATIONAL PROGRAMS OFFICE/NIPO 
DEPARTMENT OF THE NAVY 

DIRECTOR OF INTERNATIONAL PROGRAMS/PRI 
DEPARTMENT OF THE AIR FORCE 

DIRECTOR, SECURITY ASSISTANCE ACCOUNTING CENTER 
LOWRY, AFB 
DENVER, COLORADO 

DEFENSE INSTITUTE FOR SECURITY ASSISTANCE 
MANAGEMENT/DISAM 

SUBJECT: Revision to the Security Assistance Management Manual 
(SAMM) 

The purpose of this reV1S1on to the SAMM is to update the 
Transportation Cost Look-Up Table, Appendix F. 

The attached revision to th~ SAMM is effective beginning on 
October 1, 1990, and will be included in the next formal SAMM 
change. 

Attachment 
as stated 

Copy furnished: 
ASD(C)/MS 

Prep'd by: DR. BOUGHlgpd/x781oa 
DSAAlOP8-e 

Distribution: Orig Addee & cc 

CM9J1) CC: 

£..9PS-E SUBJ 
OP8-eCHRON 
OPS CHRON 

(BO./) 

-tiJl~~ 
(eddy G. Allen 

tJeu\enaI1t General. USA 
DireCIOr 
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THE UNDER SECRETARY OF DEFENSE 

WASHINGTON, D. C. 20301-2000 

JAN I t 1991 
POLICY 

In reply refer to: 
I-58801/90 

MEMORANDUM FOR COMPTROLLER 

SUBJECT: 000 Policy on the Recoupment of Nonrecurring Costs 

We do not concur in the proposed response to the November 13, 
1990, letter to the Deputy Secretary of Defense from the Aerospace 
Industries Association, the American Electronics Association and 
the Electronic Industries Association, at Tab A. The associations 
expressed their concerns about 000 nonrecurring cost recoupment 
policies and requested that the Deputy Secretary of Defense 
reconsider the policy and revise it. The proposed response, at 
Tab S, simply explains the history of and rationale for the 
policies and makes no commitments about revision. 

We support fully 000 policy on the recoupment of nonrecurring 
ts on sales of Major Defense Equipment (MOE), both on a Foreign 
itary Sales (FMS) basis, as mandated by the Arms Export Control 
, and on direct commercial sales, as established in 000 

Directive 2140.2. We do not support the continued imposition of 
nonrecurring cost charges on sales of nori-MDE. Since the 
imposition of this charge on sales of non-MOE is not statutorily 
mandated, 000 has the ability to abolish the charge by changing 
the regulation, 0000 2140.2, which established it. 

The Defense Policy Advisory Committee on Trade (DPACT) has 
frequently expressed its concerns about imposition of nonrecurring 
c;:o13:t_"reco~pment on sales of non-MDE. Most recently, DPACT 
addressed itself "to Deputy Secretary of Defense "Atwood on the 
issue. The Deputy Secretary of Defense committed to examine the 
issue. Tab C refers. We have consulted with the Under Secretary 
of Defense for AcquiSition and have together concluded that now is 
the time for 000 to abolish nonrecurring cost recoupment charges 
on sales of non-MOE. 

This conclusion is supported by recent Congressional attempts 
:0 prohibit imposition of such charges. We believe that DoD 
;hould take the initiative to abolish the charge, thus precluding 
"urther legislative efforts which could well spillover into 
ecoupment on sales of MOE. 
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We estimate that recoupments on sales of non-MOE constitute 
only a small percentage of annual nonrecurring cost recoupments, 
probably not more than $10 million of our annual $150 million 
receipts from recoupments. We therefore agree with the industry 
associations and the DPACT that the negative effects of imposing 
nonrecurring cost recoupment charges outweigh the benefit to the 
government in imposing them and believe that the charges should be 
abolished to enhance sales of U.S. non-MOE. 

We will support a recommendation to revise DoD Directive 
2140.2 to abolish nonrecurring cost recoupments on non-MOE and a 
reply to the industry associations and the DPACT which describes 
the changes to be made. If you are unable to agree with this 
proposal, we recommend you refer the issue to the Deputy Secretary 
of Defense for his decision. 

Attachments 
As stated 

CC: ASD/ISP 
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.l!RC)SPJ~CE INDUSTRIES ASSOCIAll0N 
I Street. N.H •• Hashtngton. D.C. 20005 

OFFICF. OF TiE 
t'~"-~"'i ~ .,,, rc- ,..~ ,~.~ .. ~ ~ 

AMERICAN ELECTRONICS ~ATlON 
1225 I Street. H.~ra..'~irSll!ngton... D.c. 20005 

"'''"1 .... 1 ru t .. 1 1· tt.> 

ELECTRONIC INDUSTRIES ASSOCIAll0N 
2001 Pennsylvanta Avenue, H.H., Hashtngton, D.C. 20006 

The Honorable Donald J. Atwood 
Deputy Secretary of Defense 
The Pentagon 
Washington, D.c. 20301-1000 

Dear Secretary Atwood: 

November 13, 1990 

The undersigned Associations are concerned about DoD's policy on 
Recoupment of Nonrecurring Costs. While this policy has been identified as 
a significant issue by DPACT, and is being addressed within that forum, we 
believe it is helpful and important for you to understand our concerns as 
well. As currently stated, DoD's Recoupment Policy is counter productive 
and detrimental to our national interests since it adversely affects U.S. 
industry's competitiveness at a time when we must be especially concerned 
about the country's economic health. 

The policy has been greatly expanded over the past few years by 
administrative fiat, far beyond the concept articulated by the Congress when 
it amended the Arms Export Control Act to permit recoupment on Foreign 
Military Sales of Major Defense Equipment, The administrative expansion now 
imposes surcharges on domestic as well as foreign commercial sales by 
American firms and includes levying surcharges on licensing of 
"technology.a It also applies to commercial "derivative" products. The 
impact of this expanded policy on our member firms cannot be exaggerated 
since the apolicy" as currently stated would encompass surcharges on 
strictly commercial products which arguably have 10% or more in common with 
an item earlier manufactured for 000. 

There are many negative aspects of this policy. We briefly point out 
the following: 

1. Price add-ons make U.S. products and technology licensing less 
competitive in the world marketplace. The policy has already resulted 
in loss of sales to overseas firms and has contributed to the loss of 
U.S. leadership in critical technologies. 

1tJ117J~ 
. ~0811 
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2. Because of the application to commercial -derivative- products. the 
policy could lead to compliance audits of firms and portions of firms 
having little or nothing to do with DoD business. This fact alone will 
encourage contractors to segregate their commercial and defense 
technology centers and will thus significantly discourage 
commercialization of defense technology and the employment of -dual use" 
technology. 

3. The policy will adversely impact our industrial mobilization base and 
will increase DoD's and the taxpayers' costs as a result of smaller 
production bases which will result from sales lost to foreign 
competitors and from discouraged -dual use" technology. 

4. The policy is a direct contravention of various laws and presidential 
policies regarding rights in patents. copyrights and technical data. 

5. The policy is costly and extremely difficult. if not impossible. to 
implement. 

Host importantly. this expanded policy is inconsistent with and 
undermines our national objective to efficiently restructure the defense 
industry to be a broader domestic and international force. 

We respectfully request you reconsider this expanded policy and revis~ 
it to that articulated by Congress. in the Arms Export Control Act i.e., 
Foreign Military sales of major defense equipment. 

Don Fuqua. 
President 

• 

Sincerely, 

Aerospace Industries Association 

Dan C. Heinemeier, 
Vice President 
Electronic Industries Association 

Association 
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OFFICE OF THE SECRETARY OF OEFENSE I:::::;::::::::::::::::::: MIUTARY DEPARTMENTS ~.():. 

SECRETARY OF DEFENSE Ij SECRETARY OF THE ARMY . 
DEPUTY SECRETARY OF DEFENSE J SECRETARY OF THE NAVY 

EXECUTIVE SECRETARY ~ SECRETARY OF THE AIR FORCE 

ESR INTERAGENCY I / • JOINT CHIEFS OF STAFF ]II] :::;;::::::(::::\: 
• UNDER SECRETARY FOR ACQUISITION ~ ~ CHAIRMAN 

ASD (01) / DIRECTOR, JOINT STAFF 

ASD (Production .t ' "",;w;,.~l .; I: <:}i:}},: DEFENSE AGENOES i:::t:::::::,::::::::::: 1::·:':::::\::: f',:::;:::::;:::.,:;:::,::. 

ASD (Research .t Technology) DEF ADV RSCH PROJ AGENCY 

Director, Defense Research & Engineering DEFENSE COMMUNICATIONS AGENCY 

UNDER SECRETARY FOR POLICY j DEFENSE CONTRACT AUDIT AGENCY 

DUSD (Policy) 
~ 

DEFENSE INTELLIGENCE AGENCY 

ASD (International Security AHairs) " DEFENSE INVESTIGATIVE SERVICE 

ASD (International Security Policy) DEFENSE LEGAL SERVICES AGENCY 

ASD (Special Operations I LlO /' / DEFENSE LOGISTICS AGENCY 

/ ASD (Comptroller) { , DEFENSE MAPPING AGENCY 

ASD (Force Management .t Personnel) DEFENSE NUCLEAR AGENCY 

- ASD (Health AHairs) 
~ 

DEFENSE SECURITY ASSISTANCE AGENCY 

ASD (Legislative AHairs) ./ NSAICENTRAL SECURITY SERVICE 
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REVISED COORDINATION PACKAGE. 

PLEASE DISCARD PREVIOUS PACKAGE DATED 4 DEC 1990.- O~iTqD 

DATE: 5 December 1990 TO: ~ 
~ 

SUBJECT: 000 Policy on Recoupment of Nonrecurring Costs 

FROM: Kay O'Brien 

ACCOUNTING POLICY, OFFICE OF DOD COMPTROLLER (MS) ROOM 3A882 

FOR QUESTIONS PLEASE CALL Kay O'Brien PHONE x73l35 

DUE DATE DECEMBER 7, 1990 

Joseph J. Collins 
LTC, USA 
Military Assistant to 
the IJnder Secretary (Policy) 

PLEASE CALL KAY FOR PICKUP 

\5 
'-, , \. 
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SUBJECT: DOD's Policy on Recoupment of Nonrecurring Costs 

COORDINATION: 

USDC A) __________________________________ ___ 

USPC P) __________________________________ ___ 

ASDCLA) ____________________________________ _ 

GENERAL COUNSEL -------------------------------



OFFICE OF niE COMPTROLLER OF niE DEPARTMENT OF DEFENSE 

WASHINGTON, DC 20301·1100 

(Management Systems) 

COVER BRIEF 

TO: COMPTROLLER 

TBRU: PRINCIPAL DEPUTY COMPTROLLER 
DEPUTY COMPTROLLER (MANAGEMENT SYSTEMS) ______ _ 

FROM: DIRECTOR FOR ACCOUNTING POLICY __________________ __ 

SUBJECT: DoD Policy on Recoupment of Nonrecurring Costs 

PURPOSE: To respond to a joint letter from three Defense 
Associations. 

DISCUSSION: 

• In a joint letter, three Defense Associations wrote the 
DEPSECDEF about DoD's policy on recouping nonrecurring 
investment costs on commercial sales. They do not object to 
the 000 recouping the costs on Foreign Military Sales (FMS) _ 
transactions. They believe that the current policy goes 
beyond that required by the Arms Export Control Act • 

• Our policies were established in 1967 and are a product of 
continuous reviews by 000 organizations, the audit community, 
and congressional committees. Rather than expanding the 
requirements of the Arms Export Control Act, our policies were 
the basis for the Act • 

• The proposed response provides information on DoD's policies. 

RECOMMENDATION: Sign the attached letters to the Associations. 

COORDINATION: OUSD(A), OUSD(P), OASD(LA), and OAGC(F&IG) concur 

Prepared by: K. O'Brien/ODC(MS)AP/3A882/7313S/NOV044/SDec90 
File: 304.02.2.12 



COMPTROLLER OF THE DEPARTMENT OF DEFENSE 

WASHINGTON. DC 20301-1100 

Mr. Don Fuqua 
President 
Aerospace Industries Association 
1250 I Street, N.W. 
Washington, D.C. 20005 

Dear Mr. Fuqua: 

This is in response to your letter of November 13, 1990, to 
Mr. Atwood, which requested a revision to the Department of 
Defense's policies regarding the recoupment of nonrecurring 
costs. . . 

The applicable 000 policies were adopted over 20 years ago. 
Over time, these policies have been refined to reflect the 
concerns of the Congress and the public. The underlying policy, 
however, remained constant--to recoup from non-Federal 
beneficiaries a fair share of DoD's investment costs. These 
policies are applied uniformly to all defense articles where the 
000 has a material investment. These policies ensure that the 
taxpayer does not pay the costs of special benefits that accrue 
only to certain recipients. In this way, the taxpayer does not 
indirectly underwrite the costs of developing defense articles 
purchased by foreign governments. These policies also ensure 
that the DoD does not give one u.s. contractor, whose products 
are government-financed, an unfair competitive advantage over 
another U.S. contractor, whose products are not government
financed. These policies also provide evidence to other foreign 
nations th~t the U.S. government is not directly or indirectly 
subsidizing its high-technology industry. 

DoD's policies have been, and continue to be, reviewed by 
organizations internal and external to the Department of Defense, 
including applicable congressional committees and the General 
Accounting Office. As a matter of fact, in 1976 the Congress 
extended the DoD policies to the Arms Export Control Act. 

Aside from the obvious benefit to the u.s. Treasury, I hope 
this explanation is helpful in understanding the positive aspects 
of DoD's long-standing policies on the recoupment of nonrecurring 
investment costs. 

Cordially, 

Sean O'Keefe 
Comptroller 



/ 

COMPTROLLER OF THE DEPARTMENT OF DEFENSE 

WASHINGTON, DC 20301-1100 

e.. 
Mr. Dan C. Heinemeir 
Vice President ~ 
Electronic Industries Association 
2001 Pennsylvania Avenue, N.W. 
Washington, D.C. 20006 
~ 

Dear Nr. -i!\:1qlla: 

This is in response to your letter of November 13, 1990, to 
Mr. Atwood, which requested a revision to the Department of 
Defense's policies regarding the recoupment of nonrecurring 
costs. 

The applicable 000 policies were adopted over 20 years ago. 
Over time, these policies have been refined to reflect the 
concerns of the Congress and the public. The underlying policy, 
however, remained constant--to recoup from non-Federal 
beneficiaries a fair share of DoD's investment costs. These 
policies are applied uniformly to all defense articles where the 
000 has a material investment. These policies ensure that the 
taxpayer does not pay the costs of special benefits that accrue 
only to certain recipients. In this way, the taxpayer does not 
indirectly underwrite the costs of developing defense articles _ 
purchased by foreign governments. These policies also ensure 
that the 000 does not give one u.s. contractor, whose products 
are government-financed, an unfair competitive advantage over 
another u.s. contractor, whose products are not government
financed. These policies also provide evidence to other foreign 
nations that the U.S. government is not directly or indirectly 
subsidizing its high-technology industry. 

DOD's policies have been, and continue to be, reviewed by 
organizations internal and external to the Department of Defense, 
including applicable congressional committees and the General 
Accounting Office. As a matter of fact, in 1976 the Congress 
extended the 000 policies to the Arms Export Control Act. 

Aside from the obvious benefit to the U.S. Treasury, I hope 
this explana~ion is helpful in understanding the positive aspects 
of DoD's long-standing policies on the recoupment of nonrecurring 
investment costs. 

Cordially, 

Sean O'Keefe 
Comptroller 



COMPTROLLER OF THE DEPARTMENT OF DEFENSE 

WASHINGTON, DC 20301-1100 

Mr. J. Richard Iverson 
President and CEO 
American Electronics Association 
1225 I Street, N.W. 
Washington, D.C. 20005 

Dear Mr. Iverson: 

This is in response to your letter of November 13, 1990, to 
Mr. Atwood, which requested a revision to the Department of 
Defense's policies regarding the recoupment of nonrecurring 
costs. ' 

The applicable DoD policies were adopted over 20 years ago. 
Over time, these policies have been refined to reflect the 
concerns of the Congress and the public. The underlying policy, 
however, remained constant--to recoup from non-Federal 
beneficiaries a fair share of DOD's investment costs. These 
policies are applied uniformly to all defense articles where the 
000 has a material investment. These policies ensure that the 
taxpayer does not pay the costs of ' special benefits that accrue 
only to certain recipients. In this way, the taxpayer does not 
indirectly underwrite the costs of developing defense articles 
purchased by foreign governments. These policies also ensure 
that the DoD does not give one u.s. contractor, whose products 
are government-financed, an unfair competitive advantage over 
another U.S. contractor, whose products are not government
financed. These policies also provide evidence to other foreign 
nations that the U.S. government is not directly or indirectly 
subsidizing its high-technology industry. 

DoD's policies have been, and continue to be, reviewed by 
organizations internal and external to the Department of Defense, 
including applicable congressional committees and the General 
Accounting Office. As a matter of fact, in 1976 the Congress 
extended the 000 policies to the Arms Export Control Act. 

Aside from the obvious benefit to the U.S. Treasury, I hope 
this explanation is helpful in understanding the posttive aspects 
of DoD's long-standing policies on the recoupment of nonrecurring 
investment costs. 

Cordially, 

Sean O'Keefe 
Comptroller 



----------------- ----- -- - ._-_._--------- - ----- -_. -------_.-.- -

13 November '1PPO 

Secretary or DereDto 
l1uhed State. Trade Rep~,cDtatlv. 

Summazy ot Soptember 25 DPACT ldec.dD. 

Anacbed fa I summary ot' tbe Defen8e Policy Advisory Committee on Trade (1)PACT) 
meelina held in the PentagoD on September 25. 1990. A wide rlDle of defeDae trldo ud 
related Industrial base, issue. were dlscu.sed. Four specific item. recelvlna cOD.iderable 
'UeDtion were: 

1. DPAC'r Deeds to Inleulatc its recommendations with respect to the U.S. 
negotiating positions in the Urupay Round oC Trade NeaotiatioDI. DPACT 
subsequently delivered a Jetter outlinlna the issues it finds mOSI \lraent to tho 
United Slates Trade Representative on 8 October 1990. 

2. Due to • decJlninl U.S. deCense budget and the need to keep production Uno. 
open. DPACT members suaae1ted that the Secretary of Defense consider iuulnl I 
statement emphasizing tbe imponance of defenae expon.. Such. statement 
Ihould call for a thorough review of bureaucratic impedimenta which 
unnecessarily inhibit dotense trade. including an examination of cumber~ome 
expon control procedure •. 

3. DPACT members ,\lgBe.ted tbat ,DoD policy concemlnl recoupment of non· 
rccurrlna costl on loreian .. Ie. and commercial derivativea be reviewed with 
the objective of cnlurina the policy: doc. not impede the exchanae ot techno}o,y 
between military and commercial products; and doe. not unreasonably Impede 
industl')'" ability to competc for forei,n .ale •• 

4. The financial and cash Clow problems in the defense industry are aeve~ aDd 
have a negative impact on competitiveness. DPACT member. ,u"estcd lhat DoD 
consIder actin, to improve timeliness 01 payments. incrcase pro,re" payment 
rates ,and continue uaing flexible payment provi.ions to ltabiJizo conl1lClOr 
investment. 

Thank )'ou for ),our continuing luppon of DPACI'. 

Sincerel)'. 

Normi: ~.IU'IID' airman 

:Ibl 
C90·078 

Attachment 

'" 



, . . . 
Summ'a of Whet MMtipr 

A meeWlI of the Dofenle PoUe)' AdvilOry Commltt" 011 Trade (I)PACI') wu beld OD 
September 25. 1990 ID the PeDtllon. The IpDd. for the meetlDa OODlilted or four WorkiDI 
Oroup report •• I brief"lDl b)' Undersccretary Wolfowitz OD tho future outlook for defense 
requlrementl. I discussion ot trade DelodllloD, with Amball.dor HIlJ.. and a briefjpa on DPACf 
ACtlvitie. with Deputy Seeretary Atwood. At the ouuet of the meetiDI. Mr. AUJUltine reminded 
the members that DPACT leu onl)' in III Idvisory role on defense trade and related U.S. 
Industrial bue iasueL Membera IDa), meet with Official. Irom the Government 10 dl"ut' opdons 
and eo1lcct Imormation in order to carry out their role u advllon, but In DO WI)' I. DPACT or its 
membera IUthorized to Delodate final DoD decisionl. Thl. poiD' WII allO addrelsed by Mr. 
Yocke)'. Deputy UDdenec"'", ot Defen.e lor AequilhioD. 

It WU Doted that proare .. OD a wide nn,e or i.lue. iD all of the WOrklD, GrouPI had 
beeD .lUbltantial. After con.idor.ble dlleu •• lon ot the i.IUOl, four .peelfie lteml were Identified 
for funber DPACT attentioD. 

1. n. Workln, Oroup OD Strensthenlnl the DofeDse Industrlll Bale will condnue to foeu •. 
OD Indu.try euh .honisci al the mOlt immediate problem impacdn, competitivene ... 
DPACT will continue to provide informa'ion on indu.t&')' calh flow concern. including 
the relationship between overa]) contractor investment and pl),ment dell),l. use of 
flexible progrc.. payment rate and tho marllnal rate of prosren pa),mentl. 

By tho nut DPACT meetinl tho Workinl Oroup on Improvlnl Oovemment/Industry 
ReJatiolu. focuslnl on Jonger term issues affectlna industry competitiveness. wiJI make 
recommendation. on tradeoffs durin a pro,ram developmental contracts. and reducinl 
frictions brought Ibout b), the oversight process. Makin, R&D a viable bu,incu IS 
dcfcDlc production rate. dccliDe wUl be cOD.ldercd In &he context of prOlram 
development conlrledDI. ' . 

3. The Wotkins Oroup on Expon Polic)' will condnue to provide DPACT Input to DSM on the 
Jllue of non-recurring cost recoupment .0 that I beuer under"lndinl ot the d1tCerenccl 
betwecn industry and the Government on thll I .. "e can be factored into the development 
of aD equitable DoD policy. 

4. The Workina Group OD Tnde NClodltion. Affecting Defense wUl provide the U.S. Tride 
RepreseDtative with • position paper on imponant Illues .rCectina the deren.e industry 
that elft be factored into the Uruluay Round negotiation.. Thi. paper will be delivered 
ba carl)' October. 

Workin, Oroup on Improx1u Opyernmc;nVIndultO' Relation. 

Mr. Weilz. Chairman 01 the Workin, Oroup. emphasized that Industry iD itself bu miD)' 
uuemll problems which need to be resolved independent of lovemment Icdon. It is not 
JU$& a DoD problem that the DPACT will be addressln,. The Workina Group identified five 
ke)' iuuea lhll It wUJ be euminins and a .ixth illuc .. I possible mechanism b)' which 
an ongoing dialogue between DoD and industry can be maintained over the Jons term. 
The five Issues Include up· front rulemaklns. flexible trad~of(1 In prolram development 
contractlns, {nereuins value-based .cquhition and usc of commercial practlces, 
reducfna friction. created b), ovenighl and audits and improvinl communication 
between DoD and InduI'ry on plannin, for future requirement •• 

1 
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Mr. Well' outlined three poilible mocbanlaml. alread), In UIC wi\hln varloUi pan. of DoD. 
which ml)' be uKful In crelllni an onlolnl dlalope between DoD Ind lndu.try. Thele 

"include participative manaaement. Total QuaUt~ Management (TQM) and laiC of IUppUer 
council I, a pr"tlce prevalent In many llrle companlel. Olber IUlleltlon. included 
1D0rt DoD and lnduatry elcbanle prolram. and Joint panlclpatlon in 'ralnlnl lemlnar. 
and lebooll. Senral DPACf member. commented on their own .uccell with the CRAO 
proaram. and endoned the expanlion of \hI. concept. It wu I,reed that the Illue of 
flelible tradeoff. in product development contrlcti~1 and reduclnl friction to ove"ilbt 
and audit aclloDl would be diKulled Ua detail at the nelt DPACl' meelln,. ,lnaU)'. me 
ability ot induauy to punue RAD conuactl with limited production WII added 10 the ' .. ue 
of flulblc tradoorfl in proaram development cOntractinl. 

WaTklD' Qmyp aD Stren,tb'QIPI the pereDIS IndYlt",1 a'la 

Mr. Schwartz. Cbalrman of the Worklnl Oroup. Identified three bluc. hll WorJdnl Oroup 
had conlldered: crrOCt of prolrell payment rate. on indultry competltlveneal: 
communication of planninl Information; maln\alnlnl competitive overhead rat.. In a 
reduced budaet cnvlronment.· or lbelO, the Worklnl Oroup focused primarily on the 
iasue of pro arc.. payment Btel. Mr. Schwanz Indicated that thll I •• ue WII by far lbe 
mOlt urtent Illue directly arrectlnl th~ financial health and competilivenol. of the 
defenlo ndultry whh which .omctblna could be done In lbe thon term. He praiteel DoD 
In their effona to rUld • solution to 1hit difficult Illue \hroulh the Ule of a formula 
whl~ i. pealed to lnteR'l fa"l. 

DPACI' memben ccnerall), alreed that the approach of Ullnl • {onnul. wa. a 100d ODe. It 
was allo a,reed that the overall resolution bad to be consi.tent with DoD budlctary IDd 
fundin, constraln1l. Many DPACT member. pointed out that reta1nlna tbe ule or flexible 
paymont fate. WII extremely important until the timellno.. of paymcntl to contractors II 
Ihonened to acceptable levels and con.lltentl)' applied throulhout 000. There wore lome 
differences of opinion on how quickly eontractorl ~urrently ,et paid 10 It Wit 'arced 
that DPACT would provide data from member companiel to help better \Jnderstand thla 
Illue. It WIS pointed out thlt amallcr companies arc even more severel), affected than 
laraer onel by tbe whole Islue or prOlre .. payment rate and cuh now. Onen timet Imall 
companle, cannot borrow mone)' from bank. except at extremely blab ratel lorclna 
Ulem out of the ddenlC bUllncll. PinaUy. It wa. aafeed that th~fe Is a decree of uraency 
to thla problem. It II bnponant to .end a polltlve alanal to the financial marketl. Bond 
ratinal tor derenae companiel are already belnl lowered. efrectlvely Increa.ID, 
borrowlnl rates and puttlnl oven more prellure on cash flow probleml. A po.hive· 
.Janal b)' DoD that they \lnderstaad the problema of industry and are wllllni to do 
.omethlnl to belp will aend a Ilronl effecdve Ilanal to the nnlDelaJ community. DoD 
indicated that a proposal for public comment wlll be developed within the Ilelt lilt)' daYI. 

lYotkin , Group gn BIPAn PgUe)' 

Mr. fl.b, Chairman of the Worklna Oroup, Identified III 1.lue. wblch bl' Workin, Oroup 
hIS been discuuina with 000 and the usn. Tbe.e ".uca include: defenso expon policy 
Itatement; 000 pollcy 011 recoupment of nonrc,urrinl cOlta on deren.e expoN and 
commercial product. IncorporatiDI deten.e teChnology; \lSO of DoD equipment lor 
demOnltrallonl to potential rorelan cUltomera; offlet Idmlnlltratlon CO.lI recovery on 
PMS contracu; defense uport license proviaol; and embasly IUppOrt for defen.e 
contractorl. 000 Ind the USTR are In leneral 'Ireement with 'he DPACT position on five 
of the IIx ISluca and aR con,iderinl bow these wl11 be Implemented. Tbe Workin, Oroup 
wlll contlAue to d"cull these with DoD/USTR. aad report prolrea. It the nell DPACT 
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• mee,lnl' . TIle .hnb laue, DoD polley OD Reoupment of nonrecurrfn, COlt.. needl more 
lDal),.11 IDd dl,culalon between DoD and IndUltry 10 better under.,and 1I1e underJ)'ln, 

. problem. wJth &bJ. 1t.1l1. 

MOlt of thl dlscuI.lon focuRd on the curren, DoD pollc)' of recoupment of Donreeurrinl 
COlli. The Work1nl Oroup'l poshlon I, tha' currenl DoD polley ,oe. well beyond the 
roquJ~meni' of JIW Ind Ict. to Inhibit loreip .ale. when .tlff 'orelp compe,ltlon 
011.11, furthermore, tho WOlkln. Orcup believe. the poUey I. an Impediment 10 
technoloJ)' elehan,c between coaunc~lal and defense product.. flnaU)'. the Workin, 
Oroup kllovo. thll the Donrecumn, COlt recoupment polley wlJI require e.tabUlhment 
01 co.ll)' man_aemeDt lr"kiDa 'yltem. and unnecenlf)' IDd dJrncult cenlncadon 
proeodu~l. Jt WI. poinled out that COD,rell. rcprellntln, the ICDtlment. of the public, 
hll been the prim II')' force behind the current DoD policy. It WIS I,rccd that I complete 
hillory of bow thele cOltl came Into belD' IDd the reuon lor dielr exlltenee be 
devllopecl. Prior dJKuldoD. betwCCD DPACT IDd DoD wUl try and Ion out thell 
4JtI'flnce •• 

. . 
Worl"», Qmu~ aD Trade Nc'QtI'tI~)ft1 AffCetipl PefeplF 

Ambiliador Hill' provided an overview of the current t1ruauay Round of Trade 
Neaod.lloru. which wilJ conclude in the nClt lorty-nve day.. The tou,hel' Issue. and the 
ke)' to the .u~cc •• or aU of the neloelatlon •• 1. I resolution of the a,rlculture faIUCI. The 
Europeans and the U.S. Ire It III far apan on thi. luue. Thl European. have expressed 
.ome wUlinlneli to addrell internal lupponl for a,rieulture. but have nol been wl1Un, 
to addRII oxpon sublldles and bunerl to lmpom. It the 'a"cuhure ".UCl cannot be 
re.olved. tho entire Vruaua)' Round of Trade Ne,otia,lon. ml)' concludo unluccenrully. 

Mr. Brian Rowe. Chafrman of the Workln, Oroup, hl,hllahted Intellectual propen)' 
nahla as the number one Issue or intcrelt to the DPAcr. He expressed concem that 
De,ollatlon. have ,otten ,au,ht up in 11')'In, to harmoDlze patent .y.tem. amonl -the 
developed world when the real Illue II obtainln, some level of I,Rement between the 
developed world and the undeveloped world. Ambassador Hilll Indlclted tha' thil wlJl 
need lOme type of hllh level pol1tical Intervention to ton oue theae problem.. The other 
major DPAcr illue oC inteR.t 1. on the .ub.ldlca code, plnlcularl), II RAD .ub.ld! .. 
relltUl, to detUM become I pin oC abe ao,0111&Ion •• 

Several DPACT membera reiterated that IntellectuII propen)' rlah'l w.. IU. IIlUe lot 
hlah lecb In dUll ric. and the deCenae IDdustry. and lbat the U.S. 'hould Dot back do","" 
from III current position. Ambaa.ador Hml reiterated the need lor DPAcr to provide h. 
po.ltlon DOW to her office 10 tha, the ae,ollaton wllJ have &he .entlmeall 01 U.S. 
jndu.lty u &hey 10 lato their flDal tony-flve daYI. DPAcr wllJ circulate luch a po.hion 
papet and deliver jl 10 the 1!STR office In earl)' October. 
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TO: 

UNCLASSIFIED 

DEFENSE SECURITY ASSISTANCE AGENCY 
OPERATIONS DIRECTORATE 

WASHINGTON, D.C. 20301-2800 

FACSIMILE TRANSMISSION 

CLIVE LUCKENBILL 

PHONE NUMBER: DSN 785-2994 

OFFICE: DISAM 

TELECOPIER NUMBER: (513) 255-4319 

REMARKS, INSTRUCTIONS, COMMENTS: 

FROM: 

MR. WELLS, DSAA/OPS-E 
AV 227-8108, CM (703) 697-8108 

TELECOPIER NUMBER: (703) 697-1656 

NUMBER OF PAGES INCLUDING HEADER: _....:;:.2 __ 

UNCLASSIFIED 
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TABLE D-11 
TYPE OF ASSISTANCE CODE - 1000 SYSTEM 

Code Meaning 

A Grant transfers of Excess Defense Articles (EDA) provided 
under the authority of the Foreign Assistance Act of 1961, 
as amended, for which the United States receives no 
reimbursement for the value of the material. 

~ER 

D-66 



WASHINGTON, DC 20301-2800 In reply refer to; 
1-05493/91 \' 

MEMORANDUM FOR ASStSTANT DEPUTY CHIEF OF STAFF FOR LOGISTICS 
DEP~~TMENT OF THE AFL~ 
DIRECTOR, NAVY INTERNATIONAL PROG.KA11 OFFICE 
DEPARTMENT OF THE NAVY 
ASSISTANT DEPUTY UNDER SECRETARY OF THE AIR 

FORCE FOR INTERNATIONAL AFFAIRS (S~~/IA) 
DEPARTMENT OF THE AIR FORCE 
DIRECTOR, DEFENSE LOGISTICS AGENCY {OLA} 
DEPUTY FOR SECURITY ASSISTANCE I DE:F'ENSE 

FINANCE AND ACCOUNTING SERVICE (DFAS-DE/F) 
COMMANDANT, DEFENSE INSTITUTE OF SECURITY 

ASSISTANCE Ml\NAGEMENT (OISAM)";( _ 

SUBJECT: Documents to be Submitted with DO FOfu~S 1513, 
1513-1, and 1513-2 

REFERENCE: (a) Direc~or, DSAA Me~orandum I-002339/91, 
21 May 1991, Subject: Security AE ,Jistance Process Action Teams. 

(b) Security Assistance Management Manual (SAMM), 
Chapter 7, Paragraph 7D103.H.3. 

The LOA Process Action Team (PAT) es~ablished by reference a 
provided, inter alia, specific recommendatlons regarding the 
Financial Analysis Worksheet (FAW) , ~he Termination Liability 
Worksheet (TLW), and the Nonrecurring Cost Recoupment Charges 
Summary (NRC). The recommendations are 5ubstan~ially approved as 
outlined below: 

(a) ~ The requirement for the submission of the FAW is 
v'hereby rescinaed except for each Special Defense Acquisition Fund 

(SOAF) item case line. 

(b) \?f0i>. The threshold for submission is "raised from 
S7 million to $25 million For cases bel 0',1 "Cne $25 million 
threshold, it is requested that a formal C~F~ifiCation that 
te:rmina 'Cion liability has been included il1/·r.ne payment schedule be 

Vinserted into the ca.se file by the case'T!}anager, 

(c f ~ Tr~e requirement for the submission of the NRC 
V'swnmary is hereby reccinded. 

. :~ ....... , ." . ,"'" / 

( 



! .-
• > -

: ;.:" ~~'. " 

'1."'_ ... 

While· the fc~eqoing requirements have been rescindeaor 
significantly revised, it is i~por~ant that the ctata be 
toain-cained by t.he implementing agencies (IAs) and be easily 
accessible to the appropria~e DSAA act.ion offices when 
required. The foreqoing are effective immediately and will 
be included in a fortheoming change ~o the s~. 

P~epared by: RONALD J. MALACEOHSK! 
X19303, F~SC~D, 4B659 

O!STR: 
DSM 
COLlN'SEL 

/ PLANS 
? --OPS 

eM!) 

COMPT 
COMPT-FMD 
FMSCRD 

v FMSCRD CHRON 

, 

GLENN A. RUOD 
ACTING DIRECTOR 

. I .f ~ 
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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. 

~ 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 Anns 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. Documents to be Included with DD Form 1513. 

•• • ~ \ & ~ ('.. \ I • - , ~ 1 AJ.J. I ytp(Q. a. Fmanclal AnalySIS. ~ fP\).M..o ~.,.., CS 'D~r \.. Oq ~. L 

~'1iew fOl COlItple~S!::== ~~:.a~~ ~~:!c~~:y~~:J~Ja~~~~~' 
th~~OA or amendment throughout the coordination cycle but will not be submitte;l-1'o the 
prospectiye purchaser. The DSAA Comptroller will provide a copy of the Financial j\nalysis and 
LOA to SAA~ after countersignature. // 

..... "......... /,,' 

'"\-2) Requirement. All LOAs and proposed amendments for the sale of end
items or services mustbt( accompanied by a Financial Analysis foreacb line item which contains 
one or more of the followin~ .,,' " 

~. . 
(a) Pricing)ased on supply from excess or non-excess stocks, when no 

replacement is required. '''~/'/ 

(b) Recoupme~,~_of n~ng RDT &E and/or production costs. 
" .... 

~ \ l\ (c) A ~!8l1ineva1ueof$14.0InilJ~onormore. * 
~~U\~ \~ \ // .,.~, 

11\'5..." \ (/J (~) . -Exceptions. A Financial Analysis is not '~uired for the following: 
~I r"/ , < ~~ __ // <a) Individual line items of $50,000 «less. ~ 

(b) The Financial Analysis is not required for training, services, or * 
secondary/stock fund items. "~/ -

'--

701-11 Change No.2, 2 July 1990 
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\ 
\ 

\ 

item or service. 

\ 

(4) Data Required. The following infonnation will be included: 

(a) Case designator, line item and complete descriptive data relativ 0 the 

(b) Source of the article. Examples are: 

Excess inventory. 

"'~ 
'''' .l. Inventory (replacement with same item). / 

"'!I.., Inventory (replacement with improv~). 
i. ~uction. / 

(c) Source of price estimates. ExamplesJire: 
\ / 

1. Prime c~np'actor quote. /1 
,,-, / 

1. Prime and G~ contractpT quotes. 
.'-,,' ' 

.l. Standard pnce. ''-../' , 

Inventory (without replacement). 

" ", 
~. OOD component e~tirriate without contractor participation, based 

on recent sale or similar experience, or in accordance with QOD 7290.3-M. [In this connection, 
notice should be taken of Section 225.7303(b)(2) of the DFAR&conceming the participation of the 
procuring contracting officer in the preparation of WAs and that-the provisions of this section are 
complied with.] '" 

'.. , , 
(d) The basis for making or adjusting estim~~. from any of the above 

sources. Examples are: / "" 

1. Ag~nt's fees or commissions included in thir.,MS case and the 
amount thereof. The DOD component certification of reasonableness in accordance with Subpart 
3.4, FAR and DFARS, Section 125.7305(c)(iii)(C) must be attached. If the fee ca'hQot be or has 
not been certified as reasonable, the DOD component notification or proposed notifi~tion to the 
foreign country or international organization should also be attached for info~tion or 
coordination. See Chapter'S, Section 801, paragraph 80103, this Manual, for further guidimpe. 

/ '\ 
I ' 

/ 1. Inclusion of nonrecurring RDT &E and production cost recoup-
ment in accordanCe)tth DOD Directive 2140.2. '\, 

/ .l. Inclusion of adjustments for estimated inflation or other risk \ 
/ factors. 

7297 ~. Replacement cost in accordance with the provisions of DOD 

701-12 Change No.3, 1 March 1991 
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------- - - -- -

/ ~-----

\"" 
'" 

.1. First destination transportation costs. 

b.. Recurring suppon costs. 

~ 1. Unfunded costs. 

"""~ concurrent spare parts:,-,,-, 
Application of factors for estimating " 

"'2.~'" Adjustments based on anticip . on of the receipt of other orders 
or DOD procurement of the itemm.volved which WOUld7' ely /sult in shared overhead costs and a 
reduced price for the item.' . 

(e) Sources of da used to .make any of the above adjustments and their 
application to the case. // 

(f) A compariso f LOA'Prices with budgeted or ongoing DOD com-
ponent procurement prices; e.g., the ~~~.~fed Acquisiti~eport ~SAR)~ . 

(g) Source for Schedule of Paym2nts, mcluding estImated date of con-
tract award. .' . ~ 

(h) ,.~ comparison of LOA prices with al~er LOA prices for the same 
item wi~in the previous-twelve months. This comparison should not b'e{mited to sales within the 
same regIon. / '" 

.// (5) Format. Table 701-4 is a suggested format for use ~resenting required 
Financial Analysis data. The format may be modified to meet the needs of th~ndividual DOD 
components. The financial analysis must,,.hgv:':! I eF, identify methods used in devel~' ng costs and 
provide the informationoQuU:i:Iled aho, til for each line item in sufficient detail to enable e reviewer 
to judge the accuracy, completeness, and firmness of the estimated prices. ____ ~- -, '--_ .. -..•.. - ..... __ .. _ ... -_ ..... - --'---'" . __ ..•..... '" .. --~ 

b. Termination Liability (TILl Worksheets to be Included with 
Selected LOAs. 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 usa should the sales 
agreement be terminated prior to normal completion. This worksheet is for internal management 
purposes and normally will not be furnished to the purchaser of the defense article or service. 

~: For amendments and modifications exempt from countersignature, implementing agencies 
should provide copies of Termination Liability Worksheets (TLW) directly to the DSAA 
Comptroller (FMD) and SAAC (FSRC). 

~S $~~~ 
(1) Offers of $'f'Million or More. LOAs with a total case value of ~ 

'\ ~illie:::~ or more will be accompanied by a TL W &S part of tIl@ ~yiHQ uAancial..aBIH),sis 
~ .-~ hen the ~~~ is submitted to tbg DSAA for countersignature. Any modifications or amendments 

" Ii);t;.) to these ~ that contain a revised payment schedule will also contain a revised termination 
, Q a\ liability worksheet. F-i)/\ LoA", 'p,.t.~ .\J....,t }Z$M ~\\.J ~ ~".L CV')~~..r.. 

V Ii' t+r<~ ~~'."......~,\~ \J..lI..: .. ~t.,,", !.~ ~ 'v.,,-.~;'. ~ +-k P~ 
?,IJ \ ~-.. vI",," ~ b.L. ~ ~ ~ \,. 0 t'l Yk. 
~. . 

.I 
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(6) Ouality Control. lAs must ensure that adequate quality controls exist to 
assure the mathematical integrity oflLW. Tennination liability/contractor holdback collections ). 
must be projected to liquidate by the last scheduled payment * 

c. • A data~h in the forma f Table4-6 
\J)\ ~ willr inc:!ud d with all LOA to identify )Yh~er NRC Rec pm t Charges 5. incluqea in e 

V' .. \ ~r DS , . I revi,1'his' ormatioR"and forward a co"py to S C for i ouyatio"/ 

~,\q?\tryND.k: 0; ame dm~s~and n}odific 'ons exe~~t IT ~untersignatur, imple~ng agen~ies 
,( ." IV , shoul provide ~o~s of the NRC oupment su aryworkshee~ d' tly to DSAA Comptroller 
Y LiI(J an' AAC. 7-- \ . 

or' 
, I. Coordination of LOAs. Amendments, Notices. and LOIs. 

1. DOD Component Coordination. All LOAs and LOIs should indicate a 
coordination by the comptroller and legal counsel of the appropriate ooD 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. Countershmature. All LOAs and WIs 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 Preparin2 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 lLW, 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 countersig
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, 
DSAA-OPS. DSAA-OPS, following its review, will coordinate with the Comptroller. If 
approved, the transaction will be processed and countersigned. 

70l-15 Change No.2, 2 July 1990 
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TABLE 701·4 

Financial Analysis Worksheet 

Case 
System 
Case Line 

Case Manager 
Organization 

Date Prepared 

PRICING TECHNIQUE 

A. NSN __ ~~ ___ _ 

B. QTY \ 

C. Sourceofltem (~One): 
1 . Excess ~ entory 
2. Inventory ·thout replacement) 
3. Inventory ( lacement with same item) 
4. Inventory (re acement with improved item) 
5. PToduction 
6. Other 

D. Source of Price (Check One): \\ 

1. __ Prime Contractor 
2. Price and GFE Contrac~r 
3. Standard Price \ 
4. Major Subordinate Corruri 
5. Other (explain) 

E. Source Unit Price _____ -+-__ ~ 

F. Adjusted ~ce (explain source 

1. Agent's Fees 0 Commissions 
2. Nonrecurrin~ osts (RDT&E) Rec pment Charges 
3. Nonrecurripg Costs (production) R upment Charges 
4. Replace~nt Costs 

DOD SI0S.38·M 

5. . Adjusted' for Inflation 
6. Contrattor Rental Payments for USG-O ned Plant and Production Equipment * 
7. CAS/Audit * 
8. ReCurring Support Costs __ Contract Government * 
9. First Destination Transportation * 

10. /Other (explain) * 
11. / Total Adjustment * 

G. Adiufnil Price _________ _ 

./ 
" 

/ 

701-22 



H. 

1. 
2. 
3. 
4. 
5. 

Prime Contractor 
. e and GPE Contractor 
ajor Subordinate Command Estimate 

Ot er (explain) 
Es· ated date of contract award 

I. Comparison with other ca 

a: 
(1) 
(2) 

J. Remarks (use continuation sheets, as 

* If different m above adjusted unit price. 

/ 

701-23 
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TABLE 701-6 
Nonrecurring Cost Recoupment Charges Summary 

NRC CHARGES INCLUDED: 

IF NO, 

REASON CHARGES NOT INCLUDED ( C~ APPLICABLE BLOCK): 

// "'. 1. NOT APPLICABLE TO ANYLINE ITEM"" 

2. CHARGES W AIVERj6{ REDUCED) BY ~M 
(IDENTIFY SO OF WAIVER NOTIFICA ON) 

IF YES. NRC ~ • .Lr""'" 

Line/S~ ine 
Nomenclature 

/ 
Identify 

MDf)Non-MDE 
Pro Rata 
Chan~e 

701-25 

Total 
Included 

Signature of MILDEP 
Case Manager 

(OfficeffelephonelDate ) 

} 
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b. The current DOD contract price, identifying add on charges, will. be 
estimated by the DOD component involved. 

2. In accordance with DOD 7290.3-M, Section 71802, if DSAA determines an 
SDAF item to be of reduced utility, an appropriate reduction to the price may be made. Such a 
reduction could conceivably lower the selling price to below the SDAF cost. 

140010 FMS SALES OF SDAF ITEMS. 

A. P&A Data. Requests for P&A for items that are on contract for SDAF procurement 
are coordinated with DSAA prior to responding to the LOR. DSAA, in conjunction with the lAs, 
will decide whether to fill the request from SDAF contracts, DOD inventories, or new 
procurements. The IA responds with P&A data (Section 70002). Pricing information will be 
coordinated with DSAA prior to release. 

B. LOA Manaeement. LOAs for SDAF items prepared by lAs will be prepared in 
accordance with guidance provided in Chapter 7 except as follows: 

1. Originally, all SDAF LOA designators were assigned by DSAA and used an IA 
code of "Q". Currently, the USA is utilizing a "B" IA Code, "]" designator with "F" Source of 
Supply Code to indicate SDAF. The USAF has also been authorized the use of a "D" IA Code, 
"]Q" designator for its SDAF LOAs. 

2. SD¥ and non-SDAF items are normally not included on the same WA. Army 
"]" cases include both SDAF and non-SDAF lines. SDAF and non-SDAF items will not be 
commingled on the same WA line. 

l 

3. The SDAF FA W (Table 1400-4) must be provided for each line and is to be used ~ ~ ~?'V 
.In liey ef fRe te8u1ar pUS ~A¥f'when source of supply is SDAF. The SDAF FA W must include () ~P\ 
the SDAF MIPR line and support line numbers. DSAA SDAF Division requires an extra DD Form) . y? \ 
1513 accompanied by three sets of SDAF FA W s (one copy for DSAA/Plans/SDAF Division; one \ ~ l"if 
copy for SAAC/SDAF; and one for SAAC/Country Manager). When a variation in price occurs on 
the LOA, a new SDAF FA W must be submitted for each line affected on the basic LOA (a new 
WA need not be prepared unless directed by DSAA). 

4. For "]" cases, payment schedules must distinguish payments required for SDAF 
lines. Payment schedules must reflect disbursement profiles for applicable SDAF contracts. 
Payment schedule changes on SDAF WAs must be approved by DSAAISDAF Division. 

5. Initial deposits as normally computed for FMS LOAs will be increased by the 
value of disbursements already made for SDAF items being sold. SAAC will provide dis
bursement information on SDAP items upon request to activities preparing SDAP LOAs. 

6. Amendments or modifications to SDAP LOAs are generally not processed for 
normal changes to SDAF buy-in costs. However, country-specific changes which affect SDAF 
buy-in costs should be reflected by an amendment or modification. Other changes such as those 
relating to quantities, delivery schedules, and policy changes should also utilize an amendment or 
modification (Section 804). 

7. Signed copies of DD Forms 1513, 1513-1, and 1513-2, involving SDAF items, 
should be forwarded to DSAA, Attention: DSAAlPlans/SDAP Division. 


	



