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Change 8 to the 1 October 1988 Security Assistance Management Manual
includes greater emphasis on end use monitoring, an updated list of countries eligible
to acquire items under the AECA or FAA, refinements to the rules regarding cargo
preference, several logistics changes, and an update of Spec1a1 Defense Acquisition
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Any comments regarding publication or distribution of the manual, including
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SECURITY ASSISTANCE MANAGEMENT MANUAL (SAMM)
FORMAL CHANGE NO. 8 INCLUDES THE FOLLOWING INFORMATION:

MAJOR CHANGES (by Chapter) are as follows:

CHAPTER 2 Section 202. Commercial Air Travel guidance moved to Section 20202.E
Section 203, Paragraphs 20301.J., K., and L. Updated guidance on
Depleted Uranium Rounds, Stinger, and Anti-Personnel Landmines.

CHAPTER 6 Section 600, Paragraph 60003. This paragraph has been rewritten,

reformatted and expanded.

Table 600-1. Update of country and organization information, some
UCOM and Regional changes and updates of FMS, Dependable
Undertaking and Defense Transportation Service authorizations.

Section 603, Paragraph 60302. End items in GFE/GFM sales defined.

CHAPTER 7 Section 700, Paragraph 70002 Non Standard support guidance moved to
this section.

Table 700-2, Security Assistance Request for MDE or Sensitive Articles.
This table has been updated.

Table 700-6, Major Defense Equipment List. Table has been updated.

Section 701, Paragraph 70105. MANPADS security prov151ons revised
and moved to paragraph 70105.L.9.

Section 703, Paragraph 70304 Congressional submission of supporting
data refinement.

CHAPTER 8 Section 801, Paragraph 801.D. FMS Purchaser Involvement moved from
section 80102.

Section 802, Parégrapb 80201. This section has been rewritten and
updated.

' ~ Section 802, Paragraph 80206.C. Refinements to ocean cargo preference.

Paragraph 80206.G. Paragraph 80206.G.1.c.(1), reference -
shipment of sensitive materiel has been updated and refined.

Paragraphs 80206 N. and O. Previous paragraphs replaced.
Paragraph 80206.P (Documentation) has been moved to Section 80207.

' \
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CHAPTER 12

N

CHAPTER 13

CHAPTER 14

APPENDIX F

DOD 5105.38-M
Section 802, Paragraph 80207.- This section, Processing Supply
Discrepancy Reports (formerly RODs) has been added.
Table 802-1. Added
Table 802-2. This table has been updated.

Section 1200. Refinements have been made reference lease terms and
conditions and updates have been made to Table 1200-3.

Section 1300, Paragraph 130104.B. This section reference Cost
Recoupment Waivers and Exclusions, including Nonrecurring Cost Charges
has been revised and updated.

Table 1301-1. Table has been revised and updated.

Section 1400. . This section réfgrenée SDAF has been revised and
reformatted.-. S v

Transportation Cost Look-Up Table. Table has been updated and
replaced.

MISCELLANEOUS EDITORIAL CHANGES

This change also includes miscellaneous editorial changes and refinements to correct and/or
update office symbols, addresses, telephone numbers, etc.’ :

Change No. 8, 1 April, 1998




FOREWORD *

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

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

Change No. 2, 2 July 1990
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CHAPTER ONE
INTRODUCTION TO SECURITY ASSISTANCE

1 @@Séction 100 - Manual Purpose and Maintenance 1

10001 General This Manual applies to OSD, its separate agencies, the MILDEPs, UCOMs and
their agencies, SAOs, the Organization of the Joint Staff (OJS), and all other Defense agencies
(hereinafter referred to collectively as "DoD Components") engaged in the management or
implementation of security assistance. It is to assist in complying with FAA, AECA, and related
statutes and directives; complying with policies, procedures, and reporting requirements; and
facilitating changes to SA policies and procedures. Unless otherwise indicated, provisions are
effective on the date of transmittal. Deviations from policies may not be implemented without
the explicit prior approval of the Director, DSCA.

10002 MAINTENANCE The Defense Security Cooperation Agency (DSCA) is responsible
for developing Manual changes. Changes will normally be made through the centralized
database. Routine USG access will be via the DSCA Homepage http://www.dsaa.osd.mil/ or
DoD Issuance Library http://web7.whs.osd.mil/corres.htm. Access is also possible through CD
ROM DAD disk, see http://web.deskbook.osd.mil/ . Upon formal request through SA channels,
hard copy will be provided by the Defense Institute of Security Assistance Management, 2335
Seventh Street, Wright-Patterson Air Force Base, OH 45433-7803. Subscriptions to hard copy
SAMM and other DISAM publications are available for sale to the public. Call (937) 255-2994
for details. : :

A. Substantial changes since the previous hard copy republication are indicated by at-at
("@@") symbols at the beginning and end of the changes.

B. Requests for interpretations or changes should be submitted through SA management
channels to DSCA (Attn: DSCA/MEAN-AP), Washington DC, 20301-2800; telephone (703)
604-6612/DSN 664-6612; datafax (703) 604-6541. Guidance that appears to be in conflict with
other DoD issuances or governing statutes and regulations should be reported to DSCA.
(Rewritten 28 Sep 98)@@ ’
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[ Section 101 - Rationale and Scope

| o
- @

10101 _PURPOSE. This section summarizes the rationale and scope of the SA program.
10102 RATIONALE FOR SECURITY ASSISTANCE PROGRAM. '

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

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

10103 _SA SCOPE.

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

B. SA consists of the following major programs:
1. Programs administered by DoD: =

a. FMS

b. FMF (FMS and Commercial)
c. MAP

d. IMET

2. Programs administered by the Department of State:
a. ESF |
b. PKO
¢. Commercial Export Sales licensed under the AECA

10104 IMPLEMENTATION. DoD administers and manages all transactions that involve
the transfer of defense articles and services. In this regard, SA is an integral element of the DoD
mission. The development and execution of the program shall be accorded the same high degree
of attention and efficiency as other DoD programs. To the extent practical, security assistance
requirements shall be integrated with other DoD requirements and implemented through the
same DoD systems, facilities, and procedures.

101-1 Change No. 6, 10 May 1994
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CHAPTER TWO
MAJOR STATUTORY AND POLICY PROVISIONS

Section 200 - General

20001 PURPOSE. This chapter highlights the fundamental legal authorities and restrictions
that apply to the components of the overall security assistance program managed by the DOD.

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

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

1. The sale of defense articles, services, and training (FMS).
The sale of design and construction services (FMCS).

The extension of direct and guaranteed credit in connection with sales (FMSCR).

The transfer of MAP funds to the FMS Trust Fund.

2

3

4. The lease of defense articles.

5

6. The provision of grant training under the IMET Program.
7

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

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

C. m the event that the fegular foreign aid appropriations are not legislated prior to
the beginning of the fiscal year, essential FMSCR, MAP, and IMET activities are usually carried
out under a CRA which constitutes temporary or stop-gap appropriations made by the Congress.

200-1
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Section 201 - Grant Aid

20101 GENERAL. Grant aid is furnished through programs for MAP and IMET.

20102 MAP.
A. " General authority and cohditions of eligibility appear in Chapter 2 of the FAA. -

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

- C. Except for administrative costs and the close-out of country programs initiated prior to
FY 1982, funded programs are implemented under the provisions of Section 503(a)(3) which
permits the transfer of MAP funds to the countries' FMS trust accounts. Articles, services, and
training acquired with such funds are indistinguishable from other FMS acquisitions and thus are
treated identically. x
20103 IMET. The IMET program is operated as a dlscrete grant aid program under unique
policies and procedures. Refer to Chapter 10 for details.

201-1
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Section 202 - FMS

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

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

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

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

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

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

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

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

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

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

6. Arms Control. Arms control consequences must be taken into consideration
when evaluating any FMS sale [FAA, Sec. 511; AECA, Sec. 38(a)(2) AECA, Sec. 42(a)(3)].

202-1
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Decisions to issue licenses or approve sales under the Arms Export Control Act or to furnish
military assistance under the FAA of 1961, as amended, shall be made in coordination with the
Director of the Arms Control and Disarmament Agency and shall take into account the Director’s
opinion on the extent to which such exports, sales, or assistance will contribute to an arms race,
increase the possibility of outbreak or escalation of conflict, or prejudice the development of
bilateral or multilateral arms control arrangements.

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

8. Sources of Sales Materiel. Defense articles or services may be sold from the

stocks of the DOD, or the DOD may enter into contracts for procurement of defense articles or
defense services for sale to eligible forelgn countries or international orgamzanons (AECA, Secs.
21 and 22).

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

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

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

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

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

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

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

friendly countries to equip their forces with due regard to the impact of sales on social and
economic development and on arms races; and
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d.  Declared the sense of the Congress that all such sales be approved only when
they are consistent with US foreign policy interests.

B. Materiel Transfer Policy.

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

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

3. Proper Use of Materiel. Consistent with its resources and the situation
prevailing in country. the designated US SAO is responsible for supervising and reporting on the
utilization by the foreign country of defense articles and services acquired through FMS or leased
to the recipient by the DoD.

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

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

6. Delivern Commitments. The availability data set forth in FMS cases which have
been properly accepted and funded by the purchasing country or international organization
constitute commitments by the US. Fulfillment of these commitments is an important measure
of the good faith of the US in dealing with its friends and allies. Accordingly. all DoD
components shall assurz that FMS delivery commitments are fully coordinated. and that the
material conforms to the standards on the LOA. and can be delivered in the agreed time period.
Cases where proposed sales involve the delivery of major equipment which is in relativelyv short
supply. or in less than procurement lead time. or which the IA determines to be in conflict with
US requirements. shall be referred promptly to the DSAA. In this matter, early awareness of
foreign requirements which generate production or delivery conflicts will enable DoD 1o
establish the most favorably attainable delivery schedule.
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7. Matceriel Standards. It i1s DoD policy that defense articles should reflect
favorably on the United States. »

a. 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 tor issue to US forces. If the customer
country desires exclusively new end items of equipment. the requirement will be stated in the

LOA. If the customer wishes to purchase “as is” (no assurance of serviceability). lhlS will also
be stated in the LOA.

3

b. In addition to full disclosure of item condition. best efforts will be applied to
inform Purchaser of unusual safety or environmental risks known at the time of sale. This
information will be included in the LOA with reference to separate publications or
correspondence as appropriate.

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

C. Financial Management.

1. Recovery of Cost. The FMS program must be managed at no cost to the USG
(with certain exceptions specifically covered by law), while insuring prompt and: complete
service to the customer. This requires a thorough understanding of procedures for pricing items
or services furmished, 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 US Dollars. Sales may be made under FMS orﬂ_v if the eligible
Purchaser agrees to pay in US dollars (AECA Secs 21 and 22). Payment in kind (barter) is
authorized by Section 21(h) AECA under the limited circumstances specified therein.

3. Credits.
a. Use of Credit for Essential Items. Credit and credit guaranties under the

AECA will be used only to assist countries in acquiring essential items which cannot reasonably
be financed by other means and normally will be used only to finance investment requirements.

b.- Use of Concessionary Credit Terms. Concessionary credit terms (i.c..

interest rates less than cost of money to the USG) will be granted only when determmed by the
Presndem (Sec 23. AECA).

c. Repavment of Credit. FMS credits must be repaid in US dollars within 12
vears after the loan agreement has been signed on behalt of the USG (Sec 23. AECA): unless
otherwise provided for by LS law.

d.. Use of Credit Pavments. Cash received from FMS and from repavments of
FMS credits shall not be used for financing new credits'or guaranties (Sec 37. AECA).

4.  Financing of Sales.

a. LS Guaranties. Financing by any individual. corporation. ﬁannership or
other judicial entity doing business in the US (e\cludmg USG agencies other than the Federal
Fmancmg Bank) may be guarameed by the USG if such financing is in connection with FMS or
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FMCS or direct commercial sales of defense items. Fees shall be charged for such guaranties
(Sec 24. AECA).

b.  Export-lmport Bank. Export-lmport Bank financing of sales of degnsc
items to cconomically less developed countries is prohibited (Sec 32, AECA).

D. Logistics Support.

1. DoD considers the suppon of US origin defense articles to be crmcal to the
success of the SA Program.

2. Systems in use with US forces will be supported through the normal. DoD

procurement system (also see Section 802).

3. When a system is to be phased out of the DoD inventory, countries which have
acquired the system under FMS will be given the opportunity to determine support item
requirements and to place final orders designed to maintain the capabilities of the system through
the remainder of its service life. These orders will be consolidated to ensure the -most
economical final buys (also see Section 80204).

4. DoD will take reasonable steps to support systems which are not used by US
forces. This policy may also apply 1o items which were never adopted by US forces.

a. Support should be provided for these items when mutually satisfactory
arrangements can be made with the country involved and supply sources are available.

b. Support items which continue to be stocked, stored, and issued due to
common application with end items remaining in use should continue to be routinely provided

even though supported end items may have been acquired commercially or svstem support
buyout has been completed.

c. As an exception to policy. special efforts should be made to support non-
standard items. whether acquired commercially or through FMS. when circumstances dictate
these efforts in order to best service US interests.

E. Commercial Air Travel. US military and DoD civilian officials and employees who
travel to and from a foreign country on SA business. whether the travel is financed by FMS
administrative or case funds. must use the same-commercial air carrier. class of service. and
routing that the transpontation officer requires of other DoD travelers. Waivers from the normal
travel procedures shall be granted SA travelers on the same basis and in the same manner as
provided for DoD personnel traveling on regular defense business.

202-5 Change No. 8, 1 April 1998
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TABLE 202-1
Part 121 -- The United States Munitions List

q
t .

[Extracted from Amendments to the International Traffic in Arms Regulations (ITAR) printed in
22 Code Federal Regulations (CFR) Part 120, et al, by DoS, July 1993. Further details can be
found in the CFR ]

Enumeration of Articles

Sec.

121.1  General. The United States Munitions List

121.2  Interpretations of the United States
Munitions List and the Missile Technology
Control Regime Annex.

1213 Aircraft and related articles.

1214  Amphidbious vehicles.

1215 Apparatus and devices under Category
IV(c).

1216  Cantnidge and shell casings.

121.7  Chemical agents.

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

1219  Fyearms.

121.10  Forgings, castings and machined bodies.

121.11 Military demolition blocks and blasting
caps.

121.12  Military explosives.

12113 Military fuel thickeners.

12i.14  Propellants.

121.15  Vessels of war and special naval equipment.

121.16 Missile Technology Control Regime Annex.

Authority: Sec.2, 38, and 71, Pub.L. 90-629, 90

St 744 (22 U.S.C. 2752, 2778, 2797); E.O. 11958,

42FR4311;3CFR 1977 Comp. p. 79, U.S.C. 2658.

ENUMERATION OF ARTICLES
§ i21.1 General. The United States munitions list

(a) The [ollowing articles services and related
tectnical data are designaied as defense asticles and
delense services pursuant 1o sections 38 and 47(7) of
the Arms Contol Act (22 U.S.C. 2778 and 2794(7)).
Changes in designations will be published in the
Federal Register. Information and clasifications on
whe her specific items are decfense articles and
services under this subchapter may appear periodically
in Ce Defense Trade News published by the Center
for Defense Trade.

(b) Significant military equipment: An asterisk
precedes certain defense asucies in the followwrg list.
The asterisk means that the article is deemed to be
“sigrificant military equipment” to the extent specified
in § 120.19. The asterisk is placed as a converuence o
heir idenufy such articles.

(c) Ceruin items in the following list are placed
in brackets. The brackets mean that the stem is (1)
scheduled 10 be moved o the licensing junsdiction of
the Department of Commerce upon establishment of &
foreign policy control or (2) in the case of spacecraft
and related equipment, the item is under review by an
interagency space technical working group. The
interagency review will result in & recommendation as
10 whether an item should be moved o the surisdiction
of the Department of Commetce or o USML category
XV which was established for that purpose.

(d) Missile Technology Control Regime Annex
(MTCR). Certain defense articles and services are
identified in § 121.16 as being on the list of MTCR
Annex items on the United States Munitions List.
These are articles as specified in § 120.29 of this
subchapter and appear on the list at §121.16

Category I --Firearms

*(a) Nonautomalic, semi-automatic and fully
avlomatic firearms to caliber .50 inclusive, and all
components and pasts for such firearms. (See § 1219
and §§ 123.16--123.19 of this subchapter.)

(b) Riflescopes manufactured to militsry
specifications, and specifically designed or modified
components therefor; firearm silencers and
suppressors, including flash suppressors.

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

(d) Technical dats {as defined in § 120.2} of thus
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defcnse
articles enumerated in paragraphs (a) through (c¢) of
this category. ( See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipmer:-(SME)
shall jtself be designated SME.

Category [I--Artillery Projectors

*(a) Guns over caliber .50, howijtzers, mortas,
and recoilless nifles..

{Note: “Significant military equipment” mcans articles for which special export conurols are warranted because of
their capacity {or substantial military utility.) '
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*(b) Military flamcthrowers and projectors.

(c) Components, parts, accessories and
attachments for the articles in paragraph (a) and (b) of
this category, including but not limited to mounts and
carriages for these articles.

(d) Technical data (as defined in 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
articles enumerated in paragraphs (a) through (c) of
this category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME )
shall itself be designated SME.

Category III--Ammunition

*(a) Ammunition for the arms in Categories |
and II of this section. (See § 121.6.)

(b) Components, parts, accessories, and
attachments for articles in paragraph (a) of this
category, including but not limited to cartridge cases,
powder bags, bullets, jackets, cores, shells (excluding
shotgun shells), projectiles, boosters, fuzes and
components therefor, primers, and other detonating
devices for such ammunition. (See § 121.6.)

(c) Ammunition belting and linking machines.

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

(e) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
articles enumerated in paragraphs (a) through (d) of
this category. (See § 125.4 of this subchapter for
exceptions.) Technical data directly related to the
manufacture or production of any defense article
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

Category IV--Launch Vehicles, Guided Misstles,
Balllstlc Missiles, Rockets, Torpedoes, Bombs and
Mines

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

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

(c) Apparatus, devices, and materials for the
handling, control, activation, monitoring, detection,
protection, discharge, or detonation of the articles in
paragraphs (a) and (b) of this category. (Sce § 121.5.)
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*(d)
powerplants.

*(e) Military explosive excavating devices.

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

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

(h) All specifically designed or modified
components, parls, accessories, attachments, and
associated equipment for the articles in this category.

(i) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
articles enumerated in paragraphs (a) through (h) of
this category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

Missile and space launch vehicle

Category V --Exploslves, Propellants, Incendlary
Agents, and Thelr Constituents

*(a) Military explosives. (Sece § 121.12)

*(b) Military fuel thickeners. (See § 121.13)

(¢) Propellants for the articles in Categories III
and IV of this section. (See § 121.14)

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

(e) All components specifically formulated for
the articles in this category.

(f) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
articles enumerated in paragraphs (a) through (e) of
this category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

Category VI --Vessels of War and Speclal Naval
Equipment

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

*(b) Turrets and gun mounts, arresting gear,
special weapons systems, protective systems,
submarine storage balleries, catapults and other
components, parls, attachments, and accessorics
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specifically designed or modified for combatant

vessels.

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

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

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

() Al specifically designed or modifies
components, parts, accessories, attachments, and
associated equipment for the articles in this category.

(g) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8) directly related to .the defense articles
enumerated in paragraphs (a) through (f) of this
category. (See § 125.4 of this subchapter for
“exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated. elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

Category VI1I --Tanks and Military Vehicles

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

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

*(c) Self-propelled guns and howitzers.

(d) Military trucks, trailers, hoists, and skids
specifically designed, modified, or equipped to mount
or carry weapons of Categories I, II and IV or for
carrying and handling the articles in paragraph (a) of
Categories [Tl and IV.

*(e) Military recovery vehicles.

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

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

(h) All specifically designed or modified
components and parts, accessories, altachments, and
associated equipment for the articles in this category,
including but not limited to military bridging and deep
water fording kits. '

(i) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as deflined in §
120.8 of this subchapter) directly related to the defense
articles enumecrated in paragraphs (a) through (h) of
this category. (See § 1254 of this subchapter for
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exemptions.) Technical data directly related to the

manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

Category  VIII--Alrcraft, [Spacecraft] and
Assoclated Equipment

*(a) Aircraft, including but not limited to
helicopters, non-expansive balloons, drones, and
lighter-than-air aircraft, which are specifically
designed, modified, or equipped for military purposes.
This includes but is not limited to the following
military purposes: Gunnery, bombing, rocket or
missile launching, electronic and other surveillance,

reconnaissance, refueling, aerial mapping, military’

liaison, cargo carrying or dropping, personnel
dropping, airborne warning and control, and military
training. (See § 121.3) -

*(b) Military aircraft engines, except
reciprocating engines, [and spacecraft engines]
specifically designed or modified for the aircraft in
paragraph (a) of this category.

*(c) Cartridge-actuated devices utilized in
emergency escape or personnel and airborne
equipment (including but not limited to airborne
refueling equipment) specifically designed or modified
for use with the aircraft, {spacecraft] and engines of
the types in paragraphs (a), (b), [ and (h)] of this
category. '

(d) - Launching_and recovery equipment for the
articles in paragraph (a) [and (i)] of this category, if
the equipment is specifically designed or modified for
military use [or for use with spacecraft]. Fixed land-
bases arresting gear is not included in this category.

*(e) Inertial navigation systems, aided or hybrid
inertial navigation systems, Inertial Measurement
Units (IMUs), and Attitude and Heading Reflcrence
Systems (ARHS) specifically designed, modified, or
configured for military use and all specifically
designed components, parts and accessories. For other
inertial reference systems and related components
refer to Category XII(d).

*(f) Developmental aircraft and components
thereof which have a significant military applicability,
excluding such aircraft and components that have been
certified by the Federal Aviation Administration and
determined through the commodity jurisdiction
procedure specificd in § 120.4 of this subchapter, to be
subject to the export control jurisdiction of the
Department of Commerce for purposes of section
17(c) of the Export Administration Act, as amended.

*(g) Ground effects machines (GEMS)
specifically designed or modified for military use,
including but not limited to surface effect machincs
and other air cushion vchicles, and all components,
parts, and accessories, attachments, and associated
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equipment specifically designed or modified for use
with such machines.

() *

Spacecraft, including manned and

unmanned, active and passive satellites (except those

listed in Category XV).
' {(i) Power supplies and energy sources specially
designed or modified for spacecraft in paragraph (h).]

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

(k) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
articles enumerated in paragraphs (a) through (j) of
this category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

[(1) Non-military aircraft inertial navigation
systems, except those systems or components that are
standard equipment in civil aircraft, including spare
parts and spare units to be used exclusively for the
maintenance of inertial navigation equipment
incorporated in civil aircraft and that are certified by
the Federal Aviation Administration (FAA) as being
an integral part of such aircraft.}

[(m) Technical data for the design, development,
production or manufacture of inertial navigation
equipment or its related parts, components or
subsystems which are standard equipment in civil
aircraft and which are certified by the Federal Aviation
Administration as being an integral part of such
aircraft. FAA certified inertial navigation systems and
all other technical data associated with such systems is
under the licensing jurisdiction of the Department of
Commerce.] -

Category IX --Miliitary Training Equipment

(a) Military training equipment including but not
limited to attack trainers, radar target trainers, radar
target generators, gunnery training devices,
antisubmarine warfare trainers, target equipment,
armament training units, operational flight trainers, air
combat training systems, radar trainers, navigational
trainers, and simulation devices related to defense
articles.

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

(c) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
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. articles enumerated in paragraphs (a) and (b) of this

category. (See § 125.4 for exemptions.)
Category X --Protective Personnel Equipment

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

(b) Partial pressure suits and liquid oxygen
converters used in aircraft in Category VIII(a).

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

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

(e¢) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
articles enumerated in paragraphs (a) through (d) of
this category. (See § 125.4 of this subchapter for
exemptions.)

Category XI --Military [ and Space] Electronics

(a) Electronic equipment not included in
Category XII of the U.S. Munitions List which is
specifically designed, modified or configured for
military application. This equipment includes but is
not limited to:

*(1) Underwater sound equipment to include
active and passive detection, identification, tracking,
and weapons control equipment.

*(2) Underwater acoustic active and passive
countenmeasures and counter-countermeasures.

(3) Radar systems, with capabilities such as:

*(i) Search,

*(ii) Acquisition,

*(iii) Tracking,

*(iv) Moving target indication,

*(v) Imaging radar systems,

(vi) Any ground air traffic control radar which is
specifically designed or modified for military
application.

*(4) Electronic combat equipment, such as:

(i) Active and passive countermeasures,

(ii) Active and passive counter-countermeasurcs,
and

(iii) Radios (including transceivers) specifically
designed or modified to interfere with other
communication devices or transmissions.
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*(5) Command, control and communications
systems to include radios ( transceivers), navigation,
and identification equipment.

(6) Computers specifically designed or
developed for military application and any computer
specifically modified for use with any defense article
in any category of the U.S. Munitions List.

(7) Any experimental or developmental
electronic equipment specifically designed or modified
for military applications or specifically designed or
modified for use with a military system.

*(b) Electronic systems or equipment
specifically designed, modified, or configured for
intelligence, security, or military purposes for use in
search, reconnaissance, collection, monitoring,
direction-finding, display, analysis and production of
information from the electromagnetic spectrum and
electronic systems or equipment designed or modified
to counteract electronic surveillance or monitoring. A
system meeting this definition is controlled under this
subchapter even in instances where any individual
pieces of equipment constituting ‘the system may be
subject to the controls of another U.S. government
agency. Such systems or equipment described above
include, but are not limited to, those:

(1) Designed or modified to use cryptographic
techniques to generate the spreading code for spread
spectrum or hopping codes for frequency agility. This
does not include fixed code techniques for spread
spectrum.

(2) Designed or modified using burst techniques
(e.g., time compression techniques ) for intelligence,
security or military purposes.

(3) Designed or modified for the purpose of
information security to suppress the compromising
emanations of information-bearing signals. This
covers TEMPEST suppression technology and
equipment meeting or designed to meet government
TEMPEST standards. This definition is not intended

to include equipment designed to meet Federal’

-Communications Commission (FCC) commercial
electro-rnagnetic interference standards or equipment
designed for health and safety.

[(c) Space electronics:

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

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

(3) Components, parts, accessories, attachments,
and associated equipment specifically designed or
modified for use with the equipment in subparagraphs
(1)and (2).]

(d) Components, parts, accessories, attachments,
and associated equipment specifically designed or
modified for use with the equipment in subparagraphs
(a) and (b) of this category, except for such items as
are in normal commercial use.
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(e) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense

articles enumerated.in paragraphs (a) through (d) of

this category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

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

~ *(a) Fire control systems; gun and missile
tracking and guidance systems; gun range, position,
height finders, spotting instruments and laying
equipment; aiming devices (electronic, optic, and
acoustic); bomb sights, bombing computers, military
television sighting and viewing units, and periscopes
for the articles of this section.

*(b) lasers specifically designed, modified or
configured for military application including those
used in military communication devices, target
designators and range finders, target detection
systems, and directed energy weapons.

*(c) Infrared focal plane array detectors
specifically designed, modified or configured for
military use; image intensification and other night

sighting equipment or systems specifically designed,

modified, or configured for military use; second
generation and above military intensification tubes
(defined below) specifically designed, developed,
modified, or configured for military use, and, infrared,
visible, and ultraviolet devices specifically designed,
developed, modified, or configured for military
application. ’

Note: Special Definition.. For purposes of this
subparagraph, second and third generation image
intensifier tubes are defined as having:

A peak response within the 0.4 to 1.05 micron
wavelength and incorporating a microchannel plate for
electron image amplification having a hole pitch
(center-to-center spacing) of less than 25 microns, and
having either:

(a) An S-20, S-25 or multialkali photocathode; or

(b)- A semiconductor photocathode;

*(d) Inertial platforms or sensors for weapons or
weapon systems; guidance, control and stabilization
systems except for those systems covered in category
VHI; astro-compasses and star trackers and military
and [non-military] accelerometers. and gyros. For
aircraft inertial reference systems and related
components refer to Category VIII.

[(e) Non-military second generation and above

image intensification tubes, non-military infrared focal
plane arrays, and image intensification tubes identified
in paragraph (c) of this section when a part of a
commercial system (i.e., those systems originally
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designed for commercial use). This does not include
military systems comprises of non-military
specification components.]

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

(g8) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 ) directly related to the defense articles
enumerated in paragraphs (a) through (f) of this
category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

Category X1 --Auxiliary Military Equipment

(a) Cameras { including space cameras] and
specialized processing equipment therefor,
photointerpretation, stereoscopic plotting, and
photogrammetry equipment which are spccifically
-designed or modified for military purposes, and
components specifically designed or modified
therefor;

(b) Information Security Systems and equipment,
cryptographic devices, software, and components
specifically designed or modified therefor, including:

(1) Cryptographic ( including key management)
systems, equipment, assemblies, modules, integrated
circuits, components or soltware with the capability of
maintaining secrecy or confidentiality of information
or information systems, except cryptographic
equipment and software as follows:

(i) Restricted to decryption functions specifically
designed to allow the execution of copy protected
software, provided the decryption functions are not
user-accessible.

(ii) Specially designed, developed or modified
for use in machines for banking or money transactions,
and restricted to. use only in such transactions.
Machines for banking or money transactions include
automatic teller machines, self-service statement
printers, point of sale terminals or equipment for the
encryption of interbanking transactions.

(iii) Employing only analog techniques to
provide the cryptographic processing that ensures
information security in the following applications:

(A) Fixed (defined below) band scrambling not
exceeding 8 bands and in which the transpositions
change not more frequently than once every second;

(B) Fixed (defined below) band scrambling
exceeding 8 bands and in which the transpositions
change not more frequently than once every ten
seconds;
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.

(C) Fixed (defined below) frequency inversion
and in which the transpositions change not more
frequently than once every second;

(D) Facsimile equipment;

(E) Restricted audience broadcast equipment;

(F) Civil television equipment.

Note: Special definition. For purposes of this
subparagraph, fixed means that the coding or
compression algorithm cannot accept externally
supplied parameters (e.g., cryptographic or key
variables) and cannot be modified by the user.

(iv) Personalized smart cards using cryptography
restricted for use only in equipment or systems
exempted from the controls of the USML.

(v) Limited to access control, such as automatic
teller machines, self-service statement printers or point
of sale terminals, which protects passwords or
personal identification numbers (PIN) or similar data
to prevent unauthorized access to facilities but does
not allow for encryption of files or text, except as
directly related to the password of PIN protection.

(vi) Limited to data authentication which
calculates a Message Authentication Code (MAC) or
similar result to ensure no alteration of text has taken
place, or to authenticate users, but does not allow for
encryption of data, text or other media other than that
necded for the authentication.

(vii) Restricled to fixed data compression or
coding techniques.

(viil) Limited to receiving for radio broadcasts,
pay television or similar restricted audience television
of the consumer type, without digital encryption and
where digital decryption is limited to the video, audio
or management functions.

(ix) Software designed or modified to protect
against malicious computer damage, (e.g., viruses),

Note: A procedure has been established to
facilitate the expeditious transfer to the Commodity
Control List of mass market software products with
encryption that meet specified criteria regarding
encryption for the privacy of data and the associated
key management. Requests to transfer commodity
jurisdiction of mass market software products
designed to meet the specified criteria may be
submitted in accordance with the commodity
jurisdiction provisions of § 120.4. Questions
regarding the specified criteria or the commodity
jurisdiction process should be addressed to the Office
of Defense Trade Controls. All mass market software
products with cryptography that were previously
granted transfers of commodity jurisdiction will
remain under Department of Commerce control. Mass
market software governed by this note is software that
is generally available to the public by being sold from
stock at retail selling points, without restriction, by
means of over the counter transactions, mail order
transactions, or telephone call transactions; and
designed for installation by the user without further
substantial support by the supplier.
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(2) Cryptographic (including key management)

‘systems, equipment, assemblies, modules, integrated
circuits, components or software which have the
capability or generating spreading or hopping codes
for spread spectrum systems or equipment.

(3) Cryptanalytic systems, equipment,
assemblies, modules, integrated circuits, components
. or software.

‘(4) Systems, equipment, assemblies, modules,
integrated circuits, components or software providing
centified or certifiable multi-level security or user

isolation exceeding class B2 of the Trusted Computer’

Systems Evaluation Criteria (TCSEC) and software to
certify such systems, equipment or software.

(5) Ancillary equipment specifically designed or
modified for paragraphs (b) (1), (2), (3), (4) and (5) of
this category; '

(c) Self-contdined diving and underwater
breathing apparatus as follows:

(1) Closed and semi-closed circuits (rebreathing)
apparatus;

{(2) Specially designed components for use in the
conversion of open-circuit apparatus to military use;

. and

(3) Articles exclusively designed for military use
with self-contained diving and underwater swnmmmg
apparatus.

(d) Carbon/carbon billets and preforms which are
reinforced with continuous unidirectional tows, tapes,
or woven cloths in three or more dimensional planes
(i.e., 3D, 4D, etc.). This is exclusive of carbon/carbon
billets and preforms where reinforcement in the third
dimension is limited to interlocking of adjacent layers
only, and carbon/carbon 3D, 4D, etc. end items which
have not been specifically designed or modified for
defense articles ( e.g., brakes for commercial aircraft
or high speed trains). Armor (e.g., organic, ceramic,
metallic), and reactive armor which has been
specifically designed or modified for defense articles.
Structural materials including carbon/carbon and metal
matrix composites, plate, forgings, castings, welding
consumablés and rolled and extruded shapes which
have been specifically designed or modified for
defense articles.

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

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

(g) Chemx]ummescent compounds and solid state
devices specifically designed or modified for military
application.

(h) Devices embodying particle beam and
electromagnetic pulse technology and associated
components and subassemblies (e.g., ion beam current
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injectors, particle accelerators for ncutral or charged
particles, beam handling and projection equipment,
beam steering, fire control, and pointing equipment,
test and diagnostic instruments, and targets) which are
specifically designed or modified for directed energy
weapon applications.

(i) Metal embritiling agents.-

*(j) Hardware and equipment, which has been
specifically designed or modified for military
applications, that is associated with the measurement
or modification of system signatures for detection of
defense articles. This. includes but is not limited to
signature measurement equipment; prediction
techniques and codes; signature materials and
treatments; and signature control design methodology.

(k) Technical data (as defined in § 120.21 of this
_subchapter) and defense services (as defined in §
120.8 of this subchapter) related to the defense articles
listed in this category. (See § 125.4 of this subchapter
for exemptions; see also § 123.21 of this subchapter).
Technical data directly related to the manufacture or
production of any defense articles enumerated
elsewhere in this category that are designated as
Significant Military Equipment (SME) shall itself be
designated SME.

Category XIV --Toxicological Agents and
Equipment and Radiological Equipment

*(a) Chemical agents including but not limited to’

lung irritants, vesicants, lachrymators, tear gases
(except tear gas formulations containing 1% or less
CN or CS), sternutators and irritant smoke, and nerve
gases and incapacitating agents. (See § 121.7.)

*(b) Biological agents.

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

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

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

(f) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) related to the defense articles
enumerated in paragraphs (a) through (e) of this
category. (See § 125.4 of this subchapter for
exemptions; see also § 123.21 of this subchapter).
Technical data directly related to the manufacture or
production of any defense articles enumerated
elsewhere in this category that are designated as
Significant Military Eqmpment (SME) shall itself be
desngnaled SME.

TABLE 202-1.
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Category XV --Spacecraft Systems and Associated
Equipment

*(a) Spacecraft and associated hardware,
including ground support equipment, specifically
designed or modified for military use.

(bX1) [Reserved)

(2) Communications satellites (excluding ground
stations and their associated equipment and technical
data not enumerated elsewhere in § 121.1 of this
subchapter; for controls on such ground stations, see
the Commerce Control List) with any of the following
characteristics:

(i) Anti-jam capability. Antennas and/or
antenna-systems with ability to respond to incoming
interference by adaptively reducing antenna gain in the
direction of the interference.

(ii) Antennas:

(A). With aperture (overall dimension of the
radiating portions of the antenna) greater than 30 feet;
ot

(B). With sidelobes less than or equal to -35dB;
or

(C). Designed, modified, or configured to
provide coverage area on the surface of the earth less
than 200 nm in diameter, where "coverage area” is
defined as that area on the surface of the earth that is
illuminated by the main beam width of the antenna
(which is the angular distance between half power
points of the beam).

(iii) Designed, modified or configured for
intersatellite data relay links that do not involve a
ground relay terminal (“cross-links").

(iv) Spaceborne baseband processing equipment
that uses any technique other than frequency
translation which can be changed several times a day
on a channel by channel basis among previously
assigned fixed frequencies.

(v) Employing any of the cryptographic items
controlled under Category XIII(b) of this subchapter.

(vi) Employing radiation-hardened devices
controlled elsewhere in § 121.1 that are not
"embedded in the satellite in such a way as to deny
physical access. (Here, “embedded” means that the
device either cannot feasibly be removed from the
satellite or be used for other purposes.)

(vii)) Having propulsion systems which permit
acceleration of the satellite on-orbit (i.e., after mission
orbit injection) at rates greater than 0.1g.

(viii) Having attitude control and determination
systems designed to provide spacecraft pointing
determination and control better than 0.02 degrees
azimuth and elevation.

(ix) Having orbit transfer engines ("kickmotors™)
which remain permanently with the spacecraft and are
capable of being restarted after achievement of
mission orbit and providing acceleration greater than
1g. (Orbit transfer engines which are not designed,
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built, and shipped as an integral part of the satcllitc are
controlled under Category IV of this subchapter.)

(c) Global Positioning System (GPS) receiving
equipment specifically designed, modified or
configured for military use; or GPS receiving
equipment with any of the following characteristics:

(1) Designed for encryption or decryption (e.g.,
Y-Code) of GPS precise positioning service (PPS)
signals;

(2) Designed for producing navigation results
above 60,000 feet altitude and at 1,000 knots velocity
or greater;

(3) Specifically designed or modified for use
with a null steering antenna or including a null -
steering antenna designed to reduce or avoid jamming
signals;

(4) Designed or modified for use with unmanned
air vehicle systems capable of delivering at least a 500
kg payload to a range of at least 300 km.

Note: GPS receivers designed or modified for
use with military unmanned air vehicle systems with
less capability are considered to be specifically
designed, modified or configured for military use and
therefore covered under this subparagraph.

Any GPS equipment not meeting this definition is
subject to the jurisdiction of the Department of
Commerce (DOC). Manufacturers or exporters. of
equipment under DOC jurisdiction are advised that the
U.S. Government does not assure the availability of
the GPS P-Code for civil navigation. It is the policy of
the Department of Defense (DOD) that GPS receivers
using P-Code without clarification as to whether or not
those receivers were designed or modified to use Y-
Code will be presumed to be Y-Code capable and
covered under this subparagraph. The DOD policy
further requires that a notice be attached to all P-Code
receivers presented for export. The notice must state
the following: "ADVISORY NOTICE: This receiver
uses the GPS P-Code signal, which by U.S. policy,
may be switched off without notice.”

(d) Components, parts, accessories, attachments,
and associated equipment (including ground support
equipment) specifically designed, modified or
configured for the articles in paragraphs (a) through
(c) of this category, as well as for any satellites under -
the export licensing jurisdiction of the Department of
Commerce, except as noted below:

Explanatory Note

This language is not intended to preclude a
license application of a complete satellite that is under
the jurisdiction of the Department of Commerce from
including in that license application any directly
associaled components, parts, accessories, attachments
and associated equipment (including ground support
equipment) unless such items are specifically
identified for control in paragraphs (a) or (b) of this

TABLE 202-1.

202-13

[Continued]

Change No. 6, 10 May 94



category or any other category of § 121.1 of this
subchapter. It is understood that spares, replacement
parts, ground support and test equipment, payload
adapter/interface hardware, etc. are typically provided
as part of a satellite launch campaign; however, such
items are only exempt from USML licensing when
their intended use is directly related to supporting the
Commerce-licensed satellite launch campaign. Once
the satellite has been successfully launched, it is
understood that such items remaining unlaunched will
be returned to the United States.

(e) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the
defense articles enumerated in paragraphs (a) though
(d) of this category. (See § 125.4 of this subchapter
for exemptions.) Technical data directy related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME. In addition, detailed
design, development, production or manufacturing

data for all spacecraft systems and specifically-

designed or modified components thereof, regardless
of which U.S. government agency has jurisdiction for
export of the hardware.(See § 125.4 of this subchapter
for exceptions.) This restriction does not include that
level of technical data (including marketing data)
necessary and reasonable for a purchaser to have
assurance that a U.S.-built item intended to operate in
space has been designed, manufactured and tested in
conformance with specified contract requirements
(e.g., operational performance, reliability, lifetime,
product quality, or delivery expectations) and data
necessary to evaluate in-orbit anomalies and to operate
and maintain associated ground equipment.

Category XVI --Nuclear Weapons Design and Test
Equipment '

*(a) Any article, material, equipment, or device
which is specifically designed or modified for use in
the design, development, or fabrication of nuclear
weapons or nuclear explosive devices. ( See § 123.21
of this subchapter and Department of Commerce
Export Regulations, 15 CFR part 778).

*(b) Any article, material, equipment, or device
which is specifically designed or modified for use in
the devising, carrying out, or evaluating of nuclear
weapons tests or any other nuclear weapons
explosions, except such items as are in normal
commercial use for other purposes.

(¢) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
articles enumerated in paragraphs (a) through (b) of
this category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
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enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

Category XVII --Classlified Articles, technical Data
and Defense Services Not Otherwise Enumerated

*(a) All articles, technical data ( as defined in §
120.21 of this subchapter) an defense services ( as
defined in § 120.8 of this subchapter) relating thereto
which are classified in the interest of national security
and which are not otherwise enumerated in the U.S.
Munitions List.

Category X VIII ---( Reserved )
Category XIX ---( Reserved )

Category XX ---Submersible Vessels,
Oceanographic and Associated Equipment

*(a) Submersible vessels, manned or unmanned,
tethered or untethered, designed or modified for
military purposes, or powered by nuclear propulsion
plants.

*(b) Swimmer delivery vehicles designed or
modified for military purposes.

(c) Equipment, components, parts, accessories,
and attachments specifically designed or notified for
any of the articles in paragraphs (a) and (b) of this
category. :

(d) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapter) directly related to the defense
articles enumerated in paragraphs (a) through (c) of
this category. (See § 125.4 of this subchapter for
exemptions.) Technical data directly related to the
manufacture or production of any defense articles
enumerated elsewhere in this category that are
designated as Significant Military Equipment (SME)
shall itself be designated SME.

Category XXI ---Milscellaneous Articles

{(a) Any article not specifically enumerated in the
other categories of the U.S. Munitions List which has
substantial military applicability and which has been
specifically designed or modified for military
purposes. The decision on whether any article may be
included in this category shall be made by the Director
of the Office of Defense Trade Controls.

(b) Technical data (as defined in § 120.21 of this
subchapter) and defense services (as defined in §
120.8 of this subchapiter) directly related to the defense
articles enumnerated in paragraphs (a) of this category.

TABLE 202-1.
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Section 203 - Special Provisions J

20301 CONSTRAINTS ON ELIGIBILITY.

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

B. Nationalization of US Property. Assistance will be suspended for countries which
have nationalized, expropriated, or seized US property, or have imposed discriminatory taxes.
Assistance is also to be suspended if a country has initiated steps to repudiate or nullify existing
agreements with US citizens or entities without taking proper compensatory action [Sec. 620(e), -
FAA] :

C. Transfer. The Purchaser or grant recipient must agree not to transfer title or
possession of any defense article or related training or other defense services to any other country
without prior US consent; the President must report to the Congress before such consent is given.
[Sec. 3(a)(2), AECA, and Sec. 505(a), FAA]. Special care must be taken to ensure that minor
repair parts, fuel, or other defense articles which lose identity when co-mingled, are controlled by
the recipient government using a procedure which will reasonably assure there will be no non-
approved transfers (see Section 90006).

D. Proper Use of Materiel. Sales and assistance may be made to countries only for
purposes of internal security, legitimate self-defense, civic action, or regional or collective
arrangements consistent with the United Nations (U.N.) Charter, or requested by the U.N. (Sec.
4, AECA, and Sec. 502, FAA).

E. Communist-Controlled Countries. Assistance may be provided to Communist
countries only if the President exercises his waiver authority under section 614(a), FAA and
concomitantly finds and reports to Congress that such assistance is vital to the security of the
United States and promotes the independence of the recipient country from international

communism. [Sec. 620(f), FAA].

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

G. Violations. Any government using American equipment and/or Services in substantial
violation of an applicable agreement entered into under US law with that government shall be
made ineligible for future US assistance until such time when the President determines that such

violations have ceased and has been assured that they will not recur. [Sec. 505(d), FAA, and
Sec. 3(c), AECA].

H. Police, Counterterrorism, and Military Intelligence Programs.
1. The FAA prohibits using funds authorized under the Act to conduct any police

training or related programs either in a foreign country, or in the United States. All military
assistance, not just training, is subject to this prohibition.
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2. Police training in the context of the FAA prohibition includes military police as
well as civilian police, if the military police perform on-going civilian law enforcement
functions. Neither the name given to a unit nor the ministerial authority under which it operates
is sufficient to determine whether a particular unit is a "police unit." The determining factor is
the nature of the functions performed by the unit. Assistance in foreign countries for any phase
of civilian law enforcement (except maritime law enforcement or international narcotics control) -
is prohibited.

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

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

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

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

7. If some personnel from a smaller unit within a larger unit that is eligible for
assistance are detailed to on-going civilian law enforcement functions, then just the smaller unit
will be prohibited from receiving grant support under the FAA. However, no grant funds may be
used in any program of internal intelligence or surveillance on behalf of any foreign government
either within the US or abroad. '

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

9. Limited military intelligence training is available. The scope of this type training
shall be limited to training that is directly related to combat or operational intelligence or
intelligence management of combat or operational intelligence at the joint military staff level. In
case of doubt about whether or not a particular course or type of training falls into one of these
two categories, obtain a clarification from the DSCA.

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

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

12. Prior DSCA approval must be obtained for the sale or lease of defense articles,

defense services, or training to foreign organizations or personnel if they are engaged in on-going

- civilian police functions under the direction and control of the ministry responsible for defense
matters.
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I. Incendiary Items, White Phosp‘ horous, and Riot Control Agents. The following is
USG policy regarding the sale of these items:

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

2. Requests for white phosphorus munitions should be submitted in accordance with
the procedures established for SME (Section 700). Requests should indicate, by type of
ammunition requested, the quantity and intended use of the ammunition. Requests should be
accompanied by the US mission's opinions as to whether the amount requested is reasonable in
relation to the intended use, current on-hand inventories, and predictable usage rates of such
items; and requests must also contain assurance from the host government that the white
phosphorus munitions will be used only for purposes such as signalling and smoke screening.
DSCA will be responsible for coordinating approval of the request. Upon approval, DSCA will

advise the cognizant DoD component of the approval along with the conditions for its use which
will be made a part of the LOA. :

3. Riot control agents may not be provided via FMS, but certain types are available

on a commercial basis. Such proposed commercial sales require that an export license be
obtained from the DoS, Office of Defense Trade Controls.

J.  M-833 and Comparable Depleted Uranium Rounds. FAA Sec 620G prohibits sale
of M-833 depleted uranium ammunition and comparable anti-tank rounds containing a depleted
uranium penetrating component except to NATO member countries, major non-NATO allies,
Taiwan, and countries for which a Presidential national security interest determination has been
completed. ‘Such a determination has been completed for the M-833 round for Barhrain and
Saudi Arabia and the M-829 round for Saudi Arabia and Kuwait. -

- K. Stinger/MANPADS @@ Section 532, Foreign Operations, Export Financing, and
Related Programs Appropriations Act, FY94 continues the prohibition on provision of Stringer
to countries bordering the Persian Gulf (Iraq, Iran, Kuwait, Saudi Arabia, Qatar, United Arab
Emirates, and Oman).. Based on a Presidential Determination and other specific circumstances
discussed in Section 581, Foreign Operations, Export Financing, and Related Programs
Appropriations Act, 1990/PL 101-167, this prohibition does not apply to Bahrain’s one-for-one
purchanse of replacement missiles.

1. The DoS will ensure that transfers of MANPADS under FAA Sec 506(a)
include the security requirements as previously mentioned in this paragraph.

2. The following procedures apply after an LOA for the purchase of a
MANPADS has been accepted or if MANPADS are provided under the authority of Section
506(a).

-a.  The US Army will provide a copy of the LOA to the in-country SAO.
b. US Army personnel will irispect the physical security arrangements prior

to the delivery of the first shipment of MANPADs to ensure that security meets US
requirements.

. ¢. The US Army will notify the SAO when delivery of the missiles has
begun; serial numbers will be provided to the SAO for missiles received by the foreign
government.
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d. The STINGER system and all its variants shall be accounted for by
verifying receipt of missiles and, as applicable, launchers or gripstocks.

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

f.  Except for missiles deployed to hostile areas, the SAO must physically
inventory all MANPADS by serial number. This requirement cannot be satisfied by the foreign
government, or through a review of host nation records.

: (1) Inventory will consist of 100 percent comparison of serial numbers
on missile containers and lists discussed in c. above. At least five percent of those containers,
selected to ensure an accurate sample of all country inventory, will be opened to ensure container
and missile serial numbers correspond.

" (2) The CINC may determine, based on assessment of the threat to
security of missiles in the area, if a percentage of missiles higher than five percent should be
sampled.

(3) For MANPADS obtained through foreign coproductlon or
manufacture, the inventory requirements imposed by the MOU and any implementing
instructions will govern, subJect to minimum standards in (1) and (2) above.

g; The SAO must, at least once a year, randomly review the rec1p1ent
government’s records of monthly, two-man verifications.

“h. A report of the SAO findings shall be sent to DSCA/MEAN and US Army
U SASAC) with an information copy to the applicable UCOM. (Changed 12 Aug 98) @@

L. Anti-Personnel Landmines. Section 556 of the Foreign Operations, Export
Financing, and Related Programs Appropriations Act of FY97 (PL 104-208) extends the

moratorium on sale, transfer, or assistance with respect to the provision of anti-personnel
landmines.

20302 SHIP TRANSFERS.

A. Vessels 20 years old or more and no more than 3,000 tons (light load displacement) or
less may be transferred after 30 continuous days of the date that the USN notifies Congress of its
intent to make the transfer. Naval vessels less than 20 years old or more than 3,000 tons may be
transferred only after enactment of specified legislation authorizing the transfer. These criteria
and Congressional oversight provisions are prescribed by 10 USC 7307.

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

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

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

2. Ship transfers are coordinated by the Director, Navy IPO. DSCA coordinates all
transfers within OSD and with DoS. DSCA ensures compliance with statutory notification and

authorizing legislation requirements. The Navy prescribes policies and procedures for ship
transfers in SECNAYV Instruction 4900.48 series.

3. Navy IPO submits each request for sale to the Director, DSCA. This takes the
form of either a draft Congressional notification letter or a draft ship transfer bill, pursuant to 10
USC 7307. Each request will include a statement of approval from the Secretary of the Navy or
his designee.

4. Lease procedures are found in Chapter 12. Leases entered into under the authority
of specific legislation (per 10 USG 7307) will be coordinated and staffed on a case-by-case basis.
Director, DSCA, will coordinate all ship lease requests and advise Navy IPO of approval or
disapproval. If approved, Navy IPO may offer the ship to the requesting country concerned,
when statutory notification or legislative authorization requirements have been met.

20303 SUSPENSIONS AND CANCELLATIONS OF SECURITY ASSISTANCE.

A. If DoS determines that it is necessary to suspend security assistance to a pamcular
country, the Director, DSCA, will issue instructions to the SA program IAs. The following
procedures normally will be employed:

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

2. If procurements have been started, but contracts have not been awarded, the IA
should inform DSCA of the details and ask for guidance.

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

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

be stored by the apprOpnate DoD component using the most economical storage unt11 further
DSCA instructions arrive. _

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

6.  Requisitions submitted against either a CLSSA or a blanket order FMS case will
be held by the receiver. Requisitions from an embargoed country will not be filled.
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7.  With regard to training funded through an FMS case or under IMET, students in
training before the suspension date notification may complete their course. Sequential training
(proceeding to the next scheduled course) is excluded unless specifically authorized by the
Director, DSCA. Students who have not started training by the suspension date will not begin a
course. Instructions on what to do with students from embargoed countries will be provided by
the DSCA (also see 100120.G.).

8. Within ten days of a suspension notification, the IA will advise DSCA of the
impact of the suspension. This should include the identification of major items and significant
secondary items that are within the DTS and which are scheduled for release to the embargoed
country within 30 days, and those items that are on order but which have not been shipped. As
soon as possible and not later than 21 days after the suspension, DSCA should be advised of all
‘other materiel that is either enroute, scheduled for shipment within 30 days, or on order but
unshipped. The latter report should also identify the total unused dollar value on blanket order
and CLSSA (FMSO II) cases.

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

C. DoS has responsibility for issuing instructions with respect to revoking and refusing to
issue export licenses and will deal directly with foreign government representatives in cases
where title has passed to the Purchaser but which may be in storage or in transit within the
United States. '
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CHAPTER THREE
RESPONSIBILITIES AND RELATIONSHIPS

Section 300 - Responsibilities |

30001 GENERAL.

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

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

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

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

30002. THE DEPARTMENT OF DEFENSE.

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

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

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

1. USDP acts for the SecDef and is his principal representative and spokesman on
SA matters. He works closely with the Director, DSAA, who provides staff support for SA mat-
ters. USDP is responsible for overall policy and relationships in regard to the NATO Alliance,
and individual nations therein and other alliances and security partners and to ensure that both
US and allied technology receive the appropriate and necessary protection through management
of technology security. USDP will provide coordination with State for all bilateral/multilateral
agreements.
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2. The OUSD(P) Assistant Secretaries with regional responsibilities have an interest **
and coordination responsibilities in security assistance policy that directly affects their regions
and work with the Director, DSAA, on regional SA policy matters and budget development.

3. USD(A&T) in coordination with USD(P) is responsible to promote coordination, **
cooperation, and mutual understanding of all matters related to assigned activities, both inside
and outside of DoD, including oversight and policy formulation for international agreements on
systems acquisition matters with NATO allies and other friendly nations. Serves as National
Armaments Director (NAD) and interfaces with allied NADs. Responsible for delivery and
movement policy and policy formulation for international logistics and military construction
agreements and implementation of coproduction agreements with NATO allies and other friendly
nations in coordination with USD(P). Also responsible for development of policies, systems,
plans, and reviews directed at industrial base and resources, industrial preparedness, production
and manufacturing support, technical data management. The DoD procurement focal point for
armaments cooperation and international acquisition policy.

4. ASD(C) establishes policy and procedures involving financial management, fiscal
matters, accounting, pricing, auditing, and international balance of payments as these matters
relate to security assistance. *

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

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

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

8. The Director, DLA advises the SecDef on all SA matters impacting on or relating
to DLA and acts for the SecDef where responsibility for such action is delegated. DLA is
responsible for preparing FMS cases for articles and services managed for DoD by DLA, *
including cataloging services, contract administration services on US allies’ commercial
contracts for defense supplies and equipment produced in the US, and the sale of DoD and MAP
disposable defense articles. DLA will coordinate on military service FMS cases relating
exclusively to medical equipment and supplies, clothing and textiles (C&T), subsistence, and
bulk petroleum. As the item manager for consumable stock-funded secondary items, DLA
supply centers will work closely with the military services in filling requisitions, processing
RODs, case closure, and other actions related to items for which they are the managers.
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9. JCS correlates SA objectives with joint military force planning. The Chairman of
the JCS provides the SecDef with military advice on SA. The OJCS and, as appropriate, the JCS
shall provide a military perspective and advice on proposed transfers of MDE and technology
and participate in national disclosure policy considerations.

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

11. Security Assistance Organizations.

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

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

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

(5) Administrative support
(6) Promoting RSI, and other armaments cooperation measures
(7) Liaison functions exclusive of advisory and training assistance

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

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

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

300-3 Change No. 8, 1 April 1998



DOD 5105.38-M

(2) Advisory and Training. Personnel assigned to SAOs may provide
advisory and training assistance to the host country military establishment; however, this -
assistance must be kept to an absolute minimum and cannot impact on the ab111ty of the SAO to
fully perform its SA management responsibilities.

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

d. Those functions which are more properly performed by other than SA
personnel assigned and funded under the authority of FAA Sec 515 are broken into the followmg
categorles

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

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

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

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

(1) The functions of the SAO as a whole and of each of its members must
be related primarily to SA management. SAO manning must be justified based on the SA duties
to be performed. If it is a 'SA management requirement, manning should be requested and
funded through SA channels. If the requirement involves training and advising, it should be
funded by the country. If the requirement is non-SA, manning requests should be justified and
processed with the UCOM Special Activities Joint Manpower Program (JMP) and funded by
other appropriation (e.g., O&M, MPA, or R&D). -

(2) When a major US policy initiative with a country results in the need for
personnel to support exercises, prepositioning, ship visits, or other efforts, these personnel should
be provided under other appropriations. When these functions gradually accrue to the SAO, it is
more difficult to determine the threshold at which personnel should be shifted to other
appropriations or new personnel added. As a general rule, an individual should be on the SA
JMP if he spends 50 percent or more of his time performing SA functions. Conversely, personnel

300-4 Change No. 8, 1 April 1998




DOD 5105.38-M

spending S0 percent or more of their time performing non-SA functions should be carried as, or
transferred to, an alternatively funded position.

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

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

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

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

(7) Positions that are approved by authority other than an SAO JMP to
perform non-SA functions under the oversight and supervision of the Chief of the SAO (or in his
capacity as the US Defense Representative) should be clearly identified as such on the SAO JMP
but not as an SAO personnel authorization.

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

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

h.  The SAO is responsible for safeguarding US classified information located
in foreign countries which is required for conduct of the SA mission. Except for classified
information that has been authorized for release to a foreign government or international
organization pursuant to DoD Directive 5230.11, and is under the security control of that
government or organization, the retention of US classified materiel is authorized only if it is
necessary to satisfy USG requirements of the SA mission. This includes classified materiel
temporarily transferred into a foreign country via USG personnel authorized to escort or
handcarry such materiel. Whether permanently or temporarily retained, classified materiels shall
be stored under USG control as follows:
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(1) At aUS military installation, or a location where the US enjoys rights' of
inviolability, such as an embassy or consulate.

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

(3) AtaUSG activity located in a building _hot used exclusively by USG
tenants nor under host government control, provided the classified materiel is stored in security
containers approved by the GSA and is placed under 24-hour control by USG personnel.

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

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

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

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

for control of non-releasable US classified information also apply to foreign nationals employed
by the US.

i.  Procedures for implementing AECA Sec 21(c)(2) require a report to
Congress, under certain- conditions, within 48 hours of the existence or change in status of
significant hostilities or terrorist acts, or a series of such acts, that may endanger American lives

or property.

(1) The report is required when all the following criteria are met, including
instances where there is doubt in this regard:

(@) US military or US civilian personnel are in-country performing
services under the AECA or the FAA, other than those assigned to SAOs. The term “defense
services,” does not include administrative services performed by the SAO assigned with the US
diplomatic mission to manage SA. The term “US civilian personnel” means USG civilian
employees and United States employees of US firms under DoD contracts financed by SA funds,
including FMS customer funds. If the SAO is the subject of hostile or terrorist acts, but there is
no one else in country performing defense services, a report to Congress is not requlred
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(b) The existence or the change in status of hostilities or terrorist acts
from the previous situation must be of a meaningful nature.

(¢) The hostilities or terrorist acts constitute a general threat to
American lives or property.

(2) Responsibility for identifying these situations rests with the Chief,
SAO. The SAO will transmit a message by the most rapid means available to USD(P); DoD
General Counsel (GC); CJCS; CINC UCOM,; Director, DSAA; Director, DIA; and Secretary of
State.

(3) The SAO report must show the identity of the country; description of
the hostilities or acts, including an explanation of how they constitute a meaningful change in the
existing situation; the estimated number of US personnel present in country; and any additional
information needed to assist report recipients in evaluating the situation.

(4) Upon receipt of a report, the Director, DSAA, through DSAA GC, will
consult immediately with the DoD GC, providing relevant facts and a recommendation as to
whether a report to Congress under Sec 21(c)(2) should be made. DoD GC will then consult
with USD(P), CJCS, DoS, and others as appropriate, to determine whether a report to Congress
will be made and will advise the SecDef or DepSecDef of the conclusion.

(5) If a report to Congress is required, DoD GC will advise the Director,
DSAA, and provide an approved draft of the report. The Director, DSAA, will submit the
required report to Congress. If a report is not required, DoD GC will prepare a memorandum for
record and provide a copy to Director, DSAA.
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TABLE 300-1. Decision Channels for Security Assistance. % I

300-8 ' Change No. 6, 10 May 1994



TABLE 300-2

DOD 5105.38-M

ARMAMENTS COOPERATION DECISION RELATIONSHIPS FOR SAOs
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TABLE 300-2. Armaments Cooperation Decision Relationships for SAOs.
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TABLE 300-3

ARMAMENTS COOPERATION PROGRAMS ‘

IYPE_OF PROGRAM
U.S. development and écquxsmon involving the expenditure

of U.S. funds, or equivalent compensation, to acquire foreign
technical information or components.

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

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

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

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

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

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

Cooperative logistics support arrangements for alliance fielded
equipments.

DOD 5105.38-M

RESPONSIBLE OFFICE

USD(A)
USD(A)

USD(A)

DSAA

USD(A)
DSAA

DSAA

ASD (P&L)

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

Maintain liaison among DoD componcents, the appropriate elements of the US Diplomatic
Mission, and the foreign defense organization in order to:

10.

Enable the foreign government to acquire information needed to make decisions concerning
the acquisition, use, and required training involved in obtaining defense articles and services
from the United States through SA programs (keeping in mind that the host countries are to

be encouraged to establish and depend. to the extent possible. upon their own procurement
missions in the United States).

Obtain information needed to evaluate host military capability to employ and maintain

equipment being requested and to assist. as required, in the processing of the foreign
government's security assistance proposals.

Enable the United States to request the foreign government to take action in order to

facilitate the timely. efficient. and responsible implementation of approved security
assistance programs.

Assist US Military Departments and their subordinate elements in arranging for the receipt.

transfer, and acceptance of security assistance materiel, training, and other services for
recipient countries.

Monitor the progress of DoD security assistance programs and transactions, initiating appro-

priate remedial action or advising appropriate DoD components on problems and issues
encountered.

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

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

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

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

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

TABLE 300-4.  SAO Security Assistance Program Management and
Oversight Functions.
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12.

13.

14.

15.

16.
17.
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Observe and report on the utilization by the host country of defense articles, defense
services, and training of US origin. This function should be carried out as a secondary duty.
How and to what extent such observation and reporting should and can be done will vary
considerably from country to country, and thus no standard procedures are prescribed. The
process for accumulation of information should use all available resources (e.g., country
reporting or documentation, TDY personnel assigned in country performing other duties,
other elements of the US Diplomatic Mission, and spot checks during the normal course of
SAO duties and travel). Reporting should be done on an exception basis through
established security assistance channels. Records, as accumulated, should be kept on file at
the SAO. . -

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

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

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

When authorized, coordinate and facilitate the interface between US defense industry repre-
sentatives and the host nation defense establishment, and provide oversight, without
limitation -to any particular country or group of countries, for in-country RSI and DIC
agreements and initiatives.

Manage the C-12 aircraft activities, when assigned to the SAO.

Perform SAO administrative functions to include preparing and admiﬁistering the SAO
budget and continuously reviewing SAO organizational and manning requirements

consistent with US law and DoD manning criteria.

TABLE 300-4." SAO Security Assistance"Program Management and
~ Oversight Functions. (Continued)
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TABLE 300-5
SAO ARMAMENTS COOPERATION FUNCTIONS

1. In support of overall armaments cooperation activities:

a.

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

Representations,

Information exchange,

Coordination of contacts,

Advisor on in-country technical capabilities and military developments.

* Advisor/liaison for Armaments Director for cooperation in research, development, pro-

duction and support of military systems for:

« Identification of possibilities and contacts,

e Transmittal of proposals and liaison with contacts,

»  Point of contact for exchange of data, information, and questions on DoD and
NATO cooperative initiatives and programs, 4

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

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

» Identification of problem areas and proposing solutions.

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

a.

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

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

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

a.

Substantive and administrative participation and support for:

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

Point of contact for MOD and foreign firms on DoD acquisition and logistics practices
and contacts for:

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

TABLE 300-5. SAO Armaments Cooperation Functions.
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Point of contact for OSD and foreign governments to support initiatives to establish
new reciprocal procurement MOU/MOA.

Applicable to all of the above categories are other activities including:

a.

Monitoring participating arrangements for protection of US and allied technologies and
military systems as necessary to ensure continued cooperative activities. -

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

Providing liaison and advisory support for the Services' activities in support of
cooperative programs. _

Providing administrative support for visits in connection with above.
) _

Serving as POC for US defense indus‘try visits.

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

30101 CHANNELS OF COMMUNICATIONS,

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

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

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

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

30102 DIRECTIVES AND RECORD COMMUNICATIONS, Security assistance direc-
tives and record communications to the Unified Commands, SAOs, and MILDEPs that have
military operational or policy implications require coordination with the OJCS. All JCS SA
directives and record communications to the Unified Commands (e.g., new fighter aircraft sales
policy recommendations), SAOs, and MILDEPs require coordination with the Director, DSAA. If
appropriate, the Director, DSAA will coordinate further within the Office of the SECDEF and the
Executive Branch.
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CHAPTER FOUR
SECURITY ASSISTANCE PLANNING

Section 400 - General

. The purpose of this chapter is to discuss the SA planning
process, where it fits into the national security planning process, and its importance in US
cooperative security efforts with foreign countries.

40002 POLICY. DoD SA planning activities must be in consonance with US military strategic
plans and objectives and policy guidance issued by the SecDef and the SecState (DoDD 5132.3).

40003 GENERAL,

A. Plans are intended to accomplish a common objective, normally within a given time and
space (JCS Pub. 1).

B. SA programs support US national security and foreign policy objectives. SA programs
increase the ability of our friends and allies to deter and defend against possible aggression, to
promote the shouldering of the common defense burden, and to foster regional stability.

C. Long-range SA planning is intended to assist friendly and allied governments to identify
and assess military capabilities and requirements, to provide justification for scarce USG SA
funding, and to provide orderly program implementation. The transfer of end-items is
accompanied by the necessary planning of follow-on support and other elements of continuity.
The reliability of the US on a long-term basis depends on this “total package approach.”

D. Involvement of a friendly government in SA planning and programing normally entails
the release of essential information and data (see Section 50203).

. The following shows principal planning agencies, primary
responsibilities for SA planning, and the corresponding document outlining those responsibilities:

A. Security Assistance Offices. “Evaluation and planning of the host government’s
military capabilities and requirements” (FAA Sec 515(a))

B. Unified Commands. “Provide to the JCS a military assessment and impact upon SA
programs within their respective areas of responsibility” (DoDD 5132.3)

C. The Joint Staff. “Coordinate SA with military plans and programs and provide the
SecDef with military advice concerning SA programs, actions, and activities” (DoDD 5132.3)

D. Defense Security Assistance Agency. Direct, administer, and supervise the

execution of SA programs (DoDD 5105.38)
40005 PLANNING CONSIDERATIONS

A. SA planning is at times complex, but must remain adaptive and flexible to ensure that
security assistance is a valuable tool of US national security and foreign policy objectives.

400-1 Change No. 7, 5 January 1996
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B. Friendly governments have the fundamental responsibility to determine and plan their
own security objectives.

C. SA planning differs from the DoD FYDP and planning program budget system. This is
because the USG does not promote defense sales (except in rare instances), financing is obtained
on a year-to-year basis, and funding is usually not assured for the long term. The USG does not
plan for countries; friendly governments shall do their own planning based on their respective
security priorities. The level of planning capability varies from country-to-country; the more
sophisticated the planning in a country, the less likely the country is to make the USG privy to its
plans. Lastly, crises, conflicts, and other events frequently intervene to change directions in
programs and overall financing options. Within these limits, some estimates of needs and
priorities can be made, and every effort must be made to anticipate the shape of the future without
expecting it will result in a definitive SA plan.

D. Discussions and communications between DoD representatives and foreign governmental
officials incidental to the development of plans, programs, and related data shall be conducted in
such a way as to ensure mutual understanding that such discussions or communications do not
constitute or imply any commitment on the part of the US (DoDD 2100.2).

E. SA plans shall take into consideration the economic capabilities of the respective foreign
government, the support provided by third parties, and the overall US conventional arms transfer
policy and respective regional conventional arms transfer policies. Except for overriding military
considerations, the build-up of military forces that the prospective recipient country ultimately
cannot support shall be discouraged. In providing SA to less developed countries, emphasis shall
be placed on the development of their capabilities to organize, employ, and manage national
resources allocated to defense.

F. A friendly government needs assessment is critical to the establishment of any long-range
SA plan. The assessment is generally a list of items the country team believes is necessary for the
maintenance of the country’s defense needs.

40006 PLANNING ACTIVITIES AND TOOLS. SA planning is important to both USG-
funded programs and to country-financed (cash) sales. Several planning tools already exist:

. Fiscal Year Planning Assessment (FYPA). The single most important planning
instrument for USG-funded programs is the FYPA which is prepared by the country team,
normally with the SAO as the focal point. The FYPA provides certain information required as part
of the federal budget development process. If the annual FYPA submission is to have strong
impact, it must be timely and complete. Subsequent to submission of the FYPA to DoS, and the
completion of initial staffing, the Security Assistance Planning and Review Working Group
(SAPRWG) may meet to review the SA programs for the budget year. After this staff effort,
formal interagency coordination (which includes the Department of Defense) takes place before
DoS submits the budget to OMB. If DoS and OMB disagree, resolution of issues may take place
in the White House Budget Review Board. The final SA budget for the upcoming fiscal year is
presented in detail and justified to the Congress in the annual Congressional Presentation
Document (CPD). The CPD is required by law to be presented to the Congress by 1 February
each year.

B. ﬂmm&muwm. On or before 1 February of each year, the
President shall transmit to Congress the annual “Arms Sales Proposal” covering all sales, including
USG-funded and cash FMS and licensed commercial exports of major weapons or weapons-
related defense equipment for $7M or more, or of any other weapons-related defense equipment
for $25M or more, which are considered eligible for approval during the next fiscal year (see Table
E-6).
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C. Security Assistance Survey Teams (AECA Sec 26). Teams consisting of USG
personnel, along with host country, commercial contractor, or other representatives, conduct
surveys in a country, as requested by the country. These teams (Table 400-1) review country
military capabilities and deficiencies, generally or in a specific area, and make recommendations to
meet SA objectives. These include defense requirements surveys, site surveys, general surveys or
studies, and engineering assessment surveys. Funding is discussed in Section 702. Logistics
conferences for program definitization, as discussed in Section 701, are excluded. A
comprehensive survey of a country’s military capabilities may be requested at the time a new
program is initiated in order to provide a baseline for program development. More often, surveys
are conducted in the context of ongoing programs to address specific needs.

D. Annual Legislative Initiatives. Each year DSAA sohcus input from the MILDEPs
and UCOMs, through the Joint Staff, regarding the upcoming year’s SA legislative initiatives.
These initiatives are reviewed for submission within the Administration’s proposed annual foreign
aid and defense legislation. DSAA forwards its legislative proposals to the DoD General Counsel
or DoS§, as appropriate, for departmental and interagency coordination. The DoD General Counsel
or DoS then submits the initiatives to OMB for approval prior to their being sent to the Congress.

E. Materiel Notices. These notices inform countries of events which will have an impact
on their ability to acquire or support an item through FMS. They normally call for submission of
an LOR to ensure an ability to acquire items or associated support.

1. TAs may consider preparation of notice messages or letters under conditions such as
when US production for the items is scheduled to end (for support items, see Section 80204) or
the US is making a periodic buy of items for which there may be foreign demand.

2. Notices will be disseminated only to those countries that have previously shown an
interest in the items. Interest might include purchase, request for P& A data or an LOA for which
data have been released, or purchase of weapon systems which utilize the items. IAs will assure
that countries addressed on the notices are eligible to purchase the items under the NDP. Notices
will be coordinated with DSAA (which will in turn coordinate with DoS) prior to dispatch.

3. Notices initially will be developed within the respective MILDEP. The MILDEP will
coordinate proposed notices with other involved DoD Components and then with DSAA prior to
dispatch. Notice correspondence must include rationale for issuing the notification, the final date
for receipt of an LOR, and the final date for acceptance of the LOA.

40007 SECURITY ASSISTANCE IN WARTIME. Under normal FMS procedures, the
USG is precluded from making commitments which would extend into wartime. The US will
continue SA programs to the extent that US national security requirements permit.

A. The following AECA Sec 42(e)(1) provision is contained in each LOA: Each contract for
sale entered into under Secs 21, 22, 29, and 30 of this Act, and each contract entered into under
Sec 27(d) of this Act, shall prov1dc that such contract may be canceled in whole or in part, or its
execution suspended, by the United States at any time under unusual or compelling circumstances
if the national interest so requires.

B. While FMS arrangements may be canceled in certain situations, it is normally in the US
interest to continue some or all of the arrangements. Assets may not be sufficient to meet all
requirements. Outlined below are some of the considerations and a summary of possible
alternatives.
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1. In most situations, SA programs will continue. They may increase for some
countries directly involved in the emergency. ’

2. DSAA, through the IAs, will identify materiel in the FMS pipeline and the Director,
DSAA, in consultation with the Joint Staff, will reallocate this materiel among FMS countries. The
Joint Staff will consult with the combatant commands as necessary.

3. Assets may be allocated between US and FMS requirements based on the level of
conflict and other pertinent factors.

4. The Joint Staff Joint Materiel Priorities and Allocation Board (JMPAB) may review
requirements based on MILDEP/UCOM input and recommend to the SecDef a worldwide
Allocation Plan. At some point, the US and the FMS logistics flow may be merged into a single
pipeline allocated to the theater by the JMPAB. Within the theater, the UCOM may allocate to US,
allied, and friendly forces. '

5. A Presidential Determination might be proposed to exercise emergency authorities;
for example, waiver of AECA Sec 36(b) pre-sale notification requirements or authority to bill after
delivery (AECA Sec 21(d)).

_ 6. After consultation between DoS and DoD, emergency legislation might be presented
to Congress to meet the needs of the situation; for example, modification of Congressional
reporting requirements or a supplemental SA funding request.

C. Each country should evaluate its own needs, stock more critical items if it deems this to-
be necessary to reduce its risk during time of war, keep open the mechanism for expedited supply
by keeping blanket order and CLSSA cases active, and unilaterally develop contingency plans to
the Minimum Essential Security Assistance Requirements (MESAR) level in order to process
orders quickly through those cases in an emergency.
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TABLE 400-1

SECURITY ASSISTANCE SURVEY TEAMS
(Under AECA Sec 26)

I. GENERAL

A. OASD(SA) coordinates DoD actions relating to surveys to assess country or
international organization capabilities and to identify future needs. This includes the required
interface with DoS, ACDA, and other agencies. Survey actions, including personnel details, also
are coordinated with the Joint Staff and DSAA.

B. The decision to dispatch a survey team will include an assessment of US and country
impact of funding the program for which the survey is being conducted, the program’s regional
arms control implications, interface with current arms sales policies, and pertinent data beyond
strictly military considerations, such as human rights factors. This information will be reflected in
the Terms of Reference (TOR) developed by the combatant command/lead agency and provided to
the team.

C. Teams normally will be led by DoD, with DoS invited to provide a deputy team chief of
roughly comparable rank. MILDEDP affiliation shall be determined by the purpose of the survey.
For surveys to meet a requirement rather than to evaluate overall capabilities, the lead agency will
be identified during initial staffing of the requirement. When a joint team is required, the team
chief will be determined on the basis of the MILDEP having predominant interest. DoD
participation shall be limited to the minimum number required to gather effectively the technical
information necessary to ensure the success of the information-gathering effort. The SecState will
have final authority to rule on the participation on the survey team by agencies other than DoD,
although these decisions normally are reached by DoD/DoS consensus. Concerns of other
agencies will be carefully considered in determining team composition.

D. DSAA, based on AECA Sec 26(b), and as part of the overall AECA Sec 36(a) quarterly
report to Congress, will include a list of SA Surveys authorized during the preceding calendar
quarter. The report will include the following information: Country surveyed, dates of survey,
purpose of survey, and number of USG personnel participating.

1. The lead MILDERP is responsible for submitting the report to DSAA/OPS not later
than 30 days after the end of each quarter. The report will identify SA Surveys conducted during
the preceding quarter. Negative replies are required.

2. DSAA will review each submission and provide a consolidated report with the
quarterly report to Congress. :

TABLE 400-1. Security Assistance Survey Teams (Pg 1 of 4)
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E. Necessary staffing should be accomplished before finalization of survey reports to ensure
that each report reflects a coordinated USG position. Coordination with DSAA is required for each
draft survey report within 30 days of its preparation. Consistent with AECA Sec 26(c), individual
survey reports should not be provided to Congress unless a specific request is received. The lead
MILDEDP should ensure that a copy of each such request is forwarded to the Director, DSAA, for
submission to Congress.

II. GENERAL TERMS OF REFERENCE

A. Teams:

1. Will report to the US Ambassador or, in his/her absence, the charge d’affaires upon
arrival in country and will serve under the overall supervision of the Ambassador. Formal
consultations “with the host country will be conducted subject to the concurrence of the
Ambassador, with the participation of .such embassy staff as s/he may direct (the SAO office is
normally the coordination office within the mission). Prior to departure, the team will brief the
Ambassador as well as the SAO office on its preliminary conclusions. Additionally, the team will
consider, on a case-by-case basis, whether its evaluation warrants leaving an interim report with
the host country upon departure.

2. Will erisurerecommendations reflect the ’total package concept including end-items,
ancillary equipment, training, and logistics. Recommendations should not necessarily be based on
US force solutions. At least three levels of funding alternatives should be presented in the report.

3. Should evaluate thc military manpowcr base, its capac1ty, the ex1st1ng logistics
support capability, the capablhty of the country to prevent compromxsc of sensitive data and
cqulpment training requirements, and compatibility of recommended cqu1pment with that currently
in the host country inventory.

- 4. Will debrief the respectlve combatant command on prelumnary findings prior to its
return to the US. e : .

£

B. .‘sTea‘rhs should avoid: S , s

1. Making comments to host governments concerning possible availability of USG
resources in any form. i -

2. Providing the host government any P&A data, DoD lead times on equipment, or
indicate any prospects for accelerated deliveries. The team, however, may provide general orders
of magnitude information concerning P&A for illustrative purposes. Firm estimates can be
provided only through normal channels and only in response to specific requests conveyed through
the US Embassy, not through the survey team.

3. Committing the USG to the sale of any specific defense article or service.

TABLE 400-1. Security Assistance Survey Teams (Pg 2 of 4)
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4. Providing any possible indication that the USG would assist in construction of
airfields, camps, or other military facilities.

5. Providing any kind of independent assessment or confirmation of the external threat
as perceived by the host country. Release of classified information will be in accordance with
NDP-1.

6. Providing military advice concering tactics, doctrine, basing, combat planning, or
operations.
7. Making commitments to follow-up technical discussion or further surveys.

8. Except as discussed in I.A.1 above, providing the host country with an interim
report.

ITI. SECURITY ASSISTANCE TEAM PROCEDURES

A. Consideration of conducting a survey normally is a result of presenting the USG with a
significant defense sales request, or requesting the USG survey defensive capabilities and
requirements. Also, the USG may, at its own initiative, propose a survey team.

B. The normal response to the initial request for a survey shall be that the scope of the
request requires review before a decision on the survey can be given. A comprehensive review of
current defense sales restraint policies, regional arms control considerations, potential economic
impacts, and human rights implications of defense sales is then initiated.

C. DoS, DoD, and ACDA shall review the defense sales request within the context of policy
guidance, highlighting areas requiring policy decisions. DoD will prepare a preliminary
assessment of the availability of the requested equipment or services, as well as the requesting
nation’s requirement for and technical ability to absorb the items in question. DoS will review the
FMF situation for the host country, where applicable. Any statement regarding FMF beyond the
current fiscal year’s approved budget must receive Executive Office clearance by NSC and OMB.
Future financing contributions can only be made in accordance with prevailing procedures.

D. DoS and AID will estimate the extent of the ability of the host country to devote its
economic resources to defense purchases without an unduly deleterious effect on the host country
economy. Needs for additional information will be identified during this review.

E. Simultaneously with the above review, the US embassy will be instructed by the DoS to
contact appropriate host country ministries to ascertain the extent to which the host country is
willing to commit its own resources to military purposes over the next three-five years, noting that
financial parameters are essential ingredients in a realistic survey effort.

F. The Director, Central Intelligence Agency, will be requested to produce an interagency
threat assessment.

TABLE 400-1. Security Assistance Survey Teams (Pg 3 of 4)
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G. Information gathered above is incorporated by DoS (PM) into an Action Memorandum to
the SecState, coordinated with ACDA, DoD, OMB, and NSC, to determine (1) whether to send a
survey team and (2) the mission of the team. In the event a decision is made to send the team prior
to completion of the information gathering process outlined above, as many of the above steps as
are possible will nevertheless be completed prior to the departure of the team. Affirmative
decisions will be reported to Congress by DSAA as required by AECA Sec 26(b).

H. If the decision is made to dispatch a survey team, TOR and team composition will be
developed by DoD in coordination with DoS, ACDA, and AID, if appropriate. The NSC and
OMB must clear TOR and team composition. The US embassy will ensure that the government of
the country to be surveyed understands and accepts the projected scope. If a decision is made not
to dispatch the survey team, the US embassy, by direction of DoS, will convey this decision to the
government, with explanatory rationale.

I.  Pre-departure briefings for survey teams will include:

1. Scope and mission of the survey, Congressional or legal considerations, and arms
control considerations (DoS/DoD).

2. Condition of the host country economy (DoS/AID).
3. Political situation in the host country and personal conduct-in-country (DoS).
4. . Threat assessment and armed forces (CIA/DIA). |

-J.  In-country gathering of information. Conduct of the survey team will be in accordance
with the TOR. :

" K. Withinten duty days after returning to CONUS, a preliminary briefing will be given by
the team chief for relevant DoS, DoD, ACDA, AID, NSC, OMB, CIA, and DIA personnel, with
special attention to issues requiring high level pohcy review.

L. Within 30 days of its return to CONUS, the team will provide the draft report for review.

M. All appropriate agencies will simultaneously review the draft review. The Arms Transfer
Management Group (ATMG) will serve as the interagency forum for the coordination of the report
and the formulation of policy issues. The NSC staff, as necessary, will review the survey findings
and make recommendations to the President.

N. The approved report will be presented to the host country and to Congress, if requested,
pursuant to AECA Sec 26(c).

TABLE 400-1. Security Assistance Survey Teams (Pg 4 of 4)

400-8 Change No. 7, S January 1996




TABLE OF CONTENTS
CHAPTER FIVE

TECHNOLOGY TRANSFER, CLASSIFIED MILITARY

INFORMATION AND SECURITY

Section 500 - General

50001 Purpose
50002 Definitions
50003 Policy

Section 501 - Disclosure of Classified Information to Foreign
Governments and International Organizations

50101 Purpose
50102 Policy

50103 Disclosure Authorities

50104 Responsibilites

50105 Disclosure Decisions

50106 False Impressions

50107 Control of Foreign Representatives

50108 Industrial Security

50109 Defense Industrial Clearance Office (DISCO)

50110 User Agency Contracts Requiring Overseas Deliveries
50111 Transmission of Classified Materiel to Foreign Governments
50112 U.S Contract to Foreign Firms

Section 502 - Security Classification and Release of Information

50201 Purpose

50202 Security Classification Guidelines

50203 Release of Information

50204 RCS:DSAA (AR) 1200 FMS Report Submissions

50205 Foreign Country Involvement in the DOD Contractual Process
50206 Foreign Government Information

Section 503 - Export License and Customs Clearance Guidance
for FMS Customers

50301 Purpose
50302 U.S. DOD Sponsored Shipments of FMS Materiel
50303 Shipments of Unclassified FMS Purchased Materiel through
Country Representatives or Freight Forwarders
50304 FMS Customer Responsibility
50305 In-transit Shipments of Unclassified Defense Articles
50306 State Department Approval of Proposed Sales Relating to SME
50307 Procedures for the Export of Classified Defense Articles/Services
50308 FMS Credit Financed Direct Commercial Contracts
Table 503-1 - Form DSP-94
Table 503-2 - Form DSP-61
Table 503-3 - Form DSP-85
Table 503-4 - Transportation Plan
Table 503-5 - Equivalent Foreign and International Pact
Organization Security Classifications

500-i

Page

500-1
500-1
500-1
500-2

501-1

501-1
501-1
501-1
501-1
501-1
501-2
501-2
501-2
501-3
501-3
501-3
501-5

502-1
502-1
502-1
502-3
502-5
502-5
502-6

503-1
503-1
503-1

503-1

- 503-3

503-4
503-4
503-5
503-5
503-6
503-7
503-8
503-9

503-10



DOD 5105.38-M
[This page left intentionally blank]

500-ii Change No. 8, 1.April 1998



| .

50001. ‘ DOD 5105.38-M

CHAPTER FIVE

TECHNOLOGY TRANSFER, CLASSIFIED MILITARY
INFORMATION AND SECURITY

Section 500 - Transfer of Technology

50001 PURPOSE. The purpose of this section is to provide specific instructions and
guidance for responding to requests for transfer of technology to an approved foreign country or
international organization.

50002 DEFINITIONS. ‘Also See Appendix B.

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

B. Critical Technology. Technologies which consist of (a) arrays of de31gn and
manufacturing know-how (including technical data); (b) keystone manufacturing, inspection, and
test equipment; (c) keystone materials; and (d) goods accompanied by sophisticated operation,
application, or maintenance know-how that could make a significant contribution to the military
potential of any country or combination of countries that may prove detrimental to the security of

the United States (also referred to as Militarily Critical Technology).

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

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

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

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

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

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

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

G. Munitions. Includes:

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

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

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

H. S_ma_t_egi_c_]”_mg_q_ﬂam. Thcse are cases involving technology and goods that are
dual-use in nature; i.e., which could be used either for legitimate civilian purposes, or which could
be applied or diverted to aid in increasing a nation's military potential.

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

3. Information which is directly related to the design, engineering, development,
production, processing, manufacture, use, operation, overhaul, repair, maintenance, modification,
or reconstruction of defense articles. This includes, for example, information in the form of blue-
prints, drawings, photographs, plans, instructions, computer software, and documentation. This
also includes information which advances the state of the art of articles on the Munitions List. This

does not include information concerning general scientific, mathematical or engineering principles.

J. Technical Assistance Agreement. An agreement for the performance of defense
services or the disclosure of technical data, as opposed to an-agreement granting a right or license
to manufacture defense articles.

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

1. Through sales at newsstands and/or bookstores;

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

3. Through second class mailing privileges granted by the USG; or,
4. Atlibraries open to the public.
30003 POLICY.

A. DODD 2040.2, International Transfers of Technology, Goods, Services and Munitions,
establishes the following pohcy

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

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

make a contribution to the military potential of any other country or combination of countries which
could prove detrimental to our national security interests.
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3. Manage transfers of technology, goods, services, and munitions consistent with
U.S. foreign policy and national security objectives.
4. Limit the transfer to any country or international organization of advanced design
and manufacturing know-how regarding technology, goods, services and munitions subject to
control under the AECA to those transfers which support specific national security objectives.

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

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

C. Procedures. For munitions licensing and FMS cases, applicable MILDEPs will:

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

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

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

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

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

. The purpose of this section is to describe the policy and procedures to be
followed in the authorization for the disclosure of classified military information to foreign
governments and international orgamzauons 1n support of security assistance programs

50102 POLICY. DOD D1rect1ve 5230. 11 prescrlbes that:

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

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

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

D. To ensure consistency of disclosure decisions, the DOD component having responsi-
bility for taking the action outlined in paragraph 3., above, shall notify other DOD components of
significant negotiations and disclosure dec151ons concerning subject matter in which they have a
direct or related interest.

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

50104 RESPONSIBILITIES. The Deputy Under Secretary of Defense (Policy) has been
designated by the SECDEF to assume DOD responsibility for the oversight and effective

implementation of the national disclosure policy and operation of the NDPC under the provisions
of NDP-1.

1 E I

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

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

1. All decisions made by disclosure officials regarding release of classified docu-
mentary information or materiel. These are normally made within the guidelines of the NDP.
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2. All decisions on requests for exceptions to policy.
3. All disclosures involving top secret information.
4. All DOD decisions on munitions license applications.

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

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

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

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

50107 CONTROL OF FOREIGN REPRESENTATIVES. DOD Instruction 5230.20,
entitled Policy and Procedures for the Control of Foreign Representatives, sets forth standard
procedures concerning requests for visits, accreditations, and attendance at classified meetings by
foreign representatives. Accreditation, as used in DODI 5230.20, pertains only to foreign
representatives, military or civilian, to include U.S. citizens, who are officially employed by a
particular foreign government. As implemented by the MILDEPs and the Defense Intelligence
Agency (DIA), "accreditations” are extended only to the foreign government-sponsored officials
who have a frequent need for contacts with DOD departments and agencies, such as liaison officers
and procurement officials. Normally, those individuals are assigned to the foreign embassy or
mission in the United States. Those foreign officials who do not have a frequent need, such as
foreign government officials stationed outside the U.S. and foreign industry representatives, must
apply for either a one-time visit authorization or an extended visit authorization.

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

30109 DEFENSE INDUSTRIAL SECURITY CLEARANCE OFFICE (DISCQ).
The Defense Industrial Security Program (DISP) establishes procedures for safeguarding classified
defense information which is entrusted to contractors. Included in these procedures is a system for
determining the eligibility of industrial personnel for access to classified defense information. This
function is performed centrally by DISCO.

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

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

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

B. Classified materiel that is suitable for transfer by courier or postal service, and which
cannot be transferred directly to a foreign government's designated representative as specified in
paragraph A. above shall be transmitted by the Defense Courier Service, authorized DOD
component courier service, Department of State courier system, or U.S. registered ma11 as
prescribed by DOD 5200.1-R for the designated classification level to:

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

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

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

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

3. Delivery within th ni Territories, or P ion
Delivery of classified materiel to a foreign government at a point within the United States, 1ts
territories, or its possessions, shall be made only to a person identified in writing by the recipient
government as its designated representative as specified above. The only authorized delivery
points are:

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

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

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

d. Freight forwarder facility that is identified by the recipient government as its
designated representative and that is cleared in accordance with subparagraph 6 below, to the level
of the classified materiel to be received. In these cases, a person identified as a designated repre-
sentative must be present to accept delivery of the classified materiel and receipt for it, to include
full acceptance of security respon51b1ht}q _

4. D l. Q :I .l “ ﬂ _.l I SI | I| I .l . E . .

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

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

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

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

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

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

50202 SECURITY CLASSIFICATION GUIDELINES.

A. General Guidelines.

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

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

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

B. Specific Guidelines.

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

2. FMS.

a. The primary factors considered by the Department of State ASD/ISA, ASD/

ISP, and the Director, DSCA in requiring classification of FMS information under paragraphs (b)

and (c) below are: the extent to which disclosure of the information would reveal the purchaser's
order of battle, taking into consideration the nature and quantity of defense articles being sold
and the degree to which the purchaser relies on the U.S. as a source of military supply; and, the
extent to which disclosure of the information could be expected to stimulate demands by third
countries upon the U.S. or upon other supplying nations for defense articles, thus encouraging
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global or regional instability or fostering an arms race. Classification of FMS information under
paragraphs (b) and (c) below in the interest of U.S. foreign relations, is to prevent unauthorized
disclosure of the fact that a specific defense article (e.g., F-16 aircraft) is or may be sold to a
particular foreign government. :

b. LORs. @@ In accordance with paragraph 11-100 of DOD 5200.1-R, DOD
elements will respect the security classification of documents originated by foreign governments,
including LORs. LOAs, however, will not be classified unless authorized under paragraph
50202.A.1 above or paragraph (c), below. ( Changed 12 Aug 98) @@ _

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

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

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

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

"CLASSIFIED BY SAMM (DOD 5105.38-M), DECLASSIFY ON OADR"
[Note: Originating Agency's Determination Required.]

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

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

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

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

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

3. Coproduction. For all countries and international organizations, information
which indicates by specific type any item of MDE (e.g., F-16 aircraft) is classified in
coproduction proposals only. Such information will be declassified upon termination of
negotiations. Such information will be marked: o

"CLASSIFIED BY SAMM (DOD 5105.38-M), DECLASSIFY ON
TERMINATION OF NEGOTIATIONS"
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4. NRC Recoupment Charges. Worksheets showing calculations which contain
projections of dollar levels of future U.S. investment in the development of a defense item and
projections of future multiple foreign requirements will be classified (see Chapter Seven of this
Manual). Worksheets will be declassified when the defense item becomes obsolete to U.S.
requirements. Worksheets will be marked:

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

5.  Section 36(b) Notifications. Specific classification directions and guidelines for
Section 36(b) notifications and input data elements for these documents are specified in Chapter
Seven of this Manual.

50203 RELEASE OF INFORMATION.

A. Unclassified. It is DOD policy to comply fully with both the specified provisions and
the general intent of the Freedom of Information Act (FOIA), as amended. Release under the
FOIA of records containing SA-related information, including LOAs and FMS procurement
contracts, will be in accordance with procedures established by DODD 5400.7-R and DODI
5400.10.

1. Under FOIA exemption (B)(4), commercial or financial information provided to
the USG in confidence by a person (including a foreign government or a US or foreign business)
may be exempt from disclosure to the public if it is not the type of information that is usually
released by the originator, if disclosure is likely to cause substantial competitive harm to the
originator, if disclosure is likely to impair the ability of the USG to obtain necessary commercial
or financial information in the future, or if disclosure is likely to impair some other legitimate
USG interest.

2. Any request under the FOIA for an LOA or FMS procurement contract should be
referred to the appropriate counsel of the DOD component for action. If a DOD component
determines that it may be required to disclose commercial information obtained in confidence
from a person, corporation, or foreign government, it shall notify the submitter of the information
in accordance with DODD 5400.7-R and Executive Order 12600, 23 June 1987, “Predisclosure
Notification Procedures for Confidential Commercial Information,” 5 USC 552 note. Final

decisions to withhold or release, in whole or in part, LOAs already accepted or in preparation
shall be coordinated with DSCA.

3. The DSCA 1200 FMS information system is a frequent source for providing
information to the public. DSCA maintains a consolidated data base which contains information
about each FMS case by collecting essential data from a variety of sources over the life of each

case. The 1200 system is the exclusive source for such consolidated data and contains records
from the inception of the FMS program.

4. Unclassified information may be released to the concerned country or
international organization as appropriate for purposes related to security assistance. Price data
may be released to MAP and IMET recipient countries and international organizations, subject to
recipients’ understanding that prices are provided for procurement planning and related purposes
only, and that prices quoted are estimates and are not necessarily those which have been or will

be applied to articles delivered or services rendered or training furnished to the country or
organization as Grant Aid.

B. " Classified.
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1. Compilations of Program Data. A large percentage of individual records in the
1200 system are unclassified. They may, however, when grouped, produce a complete or
virtually complete compilation of data. These kinds of groupings include but are not limited to:
all current LORs, current undelivered balances of MDE, or groupings of generic classes of items
such as "all surface to air missile sales". Such groupings may then reveal concepts about a
country's order of battle plans or current or planned defense posture of a country, region, or
geographical area and result in a Confidential classified compilation of individually unclassified
data. Such a compilation then, by DOD 5200.1-R, paragraph 2-211, would be denied public
release. Classification and denial of release to the public on this basis shall be fully supported by
a documentary explanation that will identify with the specific criteria which resulted in such a
judgment.

2. Compilations of FMS Case-Level Data. On June 25, 1985, the SECDEF
decided that a compilation of FMS case-level data should be classified Confidential. For this
purpose, a compilation is defined as consisting of data provided to the Congress quarterly
pursuant to paragraphs (1) and (2) of section 36(a) of the AECA that covers a single period
longer than five consecutive calendar quarters.

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

b. The Data Management Division, Office of the DSCA Comptroller, ensures
that quarterly reports of FMS case-level data are provided only to persons having a need-to-know
who hold a current personnel security clearance if such persons already possess sufficient
numbers of quarterly reports so that the provision of additional reports would constitute a .
compilation thereof.

c. This classification shall only be applicable to compilations of quarterly
reports preparedvafter June 25, 1985.

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

commitment by the United States.

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

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

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

50204 __RCS: DSAA (AR) 1200 FMS REPORT SUBMISSIONS.

A. Entry of Data. Each entry into the DSCA 1200 system of data pertaining to a new
FMS case will indicate whether that data is classified under the criteria of paragraph 50202.A.1
or 50202.B.2.(c) above. The security classification, for foreign relations purposes, of an FMS
case in the 1200 system is based on the identification in that system of the fact that a specific
defense article (e.g., Hawk missile) is or may be sold to particular foreign government. The
existence of classified technical data concerning defense articles which are or may be sold under

an FMS case does not warrant classification of that FMS case in the 1200 system, since such
technical data are not entered into the 1200 system.

B. Declassification. The implementing agency must notify in writing the Director,
DSCA of any FMS agreement which is declassified under the national defense classification
criteria of DOD 5200.1-R and corresponding MILDEP regulations. This notification will
identify the case designator and the date of declassification. The Director, DSCA will also

ensure that declassification of any data in the 1200 system is reflected in that system within 15
working days after it occurs.

C. Codes: Card Columns. Machine readable code "U" will designate unclassified FMS
cases; code "C" will designate CONFIDENTIAL cases. The proper code for classification or

declassification as appropriate, will be entered in column 78 of the "1" Card. See Chapter 15 of
this manual for DSCA(AR) 1200 report entry details.

50205 FOREI%N COUNTRY INVOLVEMENT IN THE DOD CONTRACTUAL
PROCESS.

A. DOD Policy. Procurements made for FMS requirements must comply with U.S.
Government acquisition regulations and procedures. Accordingly, such procurements are
normally conducted by the same DOD component that would procure the same article or service
for a U.S. DOD requirement. The DOD component responsible for the FMS offer and
acceptance will assure that sufficient details are included in the LOA to enable the U.S.
contracting officer to negotiate and award a contract without foreign country representation or
direct involvement in the formal negotiation process. Required discussions with the foreign
purchaser must be undertaken during the development of the LOA and prior to actual
implementation in order to assure that the contracting community has all the data required to
award a contract consistent with contracting regulations and the foreign country desires.

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

502-5 Based on I-98/72261 12 August, 98



DOD 5105.38-M

C. Any questions or requests for exception to these provisions must be forwarded to the
Director, DSCA. : _

50206 FOREIGN GOVERNMENT INFORMATION.

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

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

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

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

50301 PURPOSE. Paragraphs 50302 through 50305 provide guidance and instructions for
processing export licenses and customs clearances for items purchased on a government-to-
government basis under the FMS program. Paragraph 50306 provides information on the require-
ment for State Department approval prior to the submission of sales proposals or presentations for
SME items and/or technical data. Paragraph 50307 provides information on the export of
classified defense articles and services.

30302 U.S. POD SPONSORED SHIPMENTS OF FMS MATERIEL.

A. US./DOD Exemption from Export Licensing. Under certain conditions, no
license is required for the export of defense articles or defense services made by an agency of the
USG. When DOD sponsored FMS materiel is shipped through the DTS on GBLs or other
transportation documents, or by DOD-owned, controlled, or arranged transportation, with DOD
retaining custody until arrival at the overseas port of discharge of the destination country, the DOD
is exempt from the requirement for an Export License and the completion of the Shipper's Export
Declaration. Under no circumstances will these exemptions be extended to shipments made by any
foreign government.

B. Annotation of Transporfation Documents: When DOD retains custody of the
shipment and transportation responsibility until arrival of the shipment at the overseas port of
discharge of the destination country, under the conditions defined above, and when movement is
effected under Delivery Term Codes "6," "7," and "9," all GBLs and other transportation
documents issued to cover movement of such shipments will be annotated "(APPLICABLE
MILITARY DEPARTMENT) SPONSORED FOREIGN MILITARY SALES SHIPMENT -- NO
EXPORT DECLARATION OR LICENSE REQUIRED 22 CFR 126-4(a) APPLICABLE." The
signature of the issuing officer on the GBL/document will serve as a certification of this statement.
NOTE: Under no circumstances will this annotation be made on GBL(s) or other transportation
documents for FMS shipments made through or by a forwarding agent or by any representative of
a foreign country.

C. Reporting of FMS Export Shipments. All U.S./DOD sponsored shlpmcnts of
FMS export materiel moving overseas within the DTS or under U.S./DOD auspices and control,
identified by Delivery Term Codes "6," "7," and "9" will be reported monthly by MTMC to the
Foreign Trade Division, Bureau of Census, Dcpartmcnt of Commerce, in the Foreign Trade Report
to comply with the conditions under which the above-mentioned waiver was granted and to satisfy
the export data requirements of the U.S. Department of Commerce.

30303 SHIPMENTS OF UNCLASSIFIED FMS PURCHASED MATERIEL
THOUGH COUNTRY REPRESENTATIVES OR FREIGHT
FORWARDERS.

A. Policy. The Department of State has established policy and procedures in the ITAR,
Section 126.6, relative to the permanent export of unclassified defense articles purchased on a
government-to-government basis under the FMS program. This section of the ITAR provides for
Form DSP-94 (Table 503-1) to be used instead of an export license for shipments through
commercial channels of unclassified defense articles sold under the FMS program.

B. Country/Freight Forwarder Requirements. To make use of DSP-94, freight
forwarders must be registered with the Office of Munitions Control (OMC), file a letter with OMC
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from the foreign embassy or government appointing them as forwarding agent for that govern-
ment's shipments, and file a statement with OMC assurmng full responsibility for comphance with ’
the ITAR

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

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

@ G_eg_cx_'al. A license is not required for the export of any defense article if:

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

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

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

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

(© Procedures for the Foreign Military Sales Program.

(1) General. District directors of customs are authorized to permit the export of
unclassified defense articles, defense services, and technical data without a license if they were sold by the
U.S. Department of Defense to foreign governments or international organizations under the Foreign

- Military Sales (FMS) program of the Arms Export Control Act. This procedure may be used only if a
proposed export is: ‘

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

(i) Accompanied by a properly executed DSP-94, and
(iii) Made by the relevant foreign diplomatic mission of the purchasing country or

its authorized freight forwarder, provided that the freight forwarder is registered with the Office of
Munitions Control pursuant to Part 122 of this subchapter.

(2) FKiling of Documents.

(i) The original copy of completed Form DSP-94, together with one copy of the
corresponding authenticated DD Form 1513 and a shipper's export declaration, must be filed with the
District director of customs at the port of exit prior to actual shipment. An executed DD Form 1513 is
one which has been signed by:

(A) An authorized Department of Defense representative and coumexs:gned by
the Comptroller Dcfense Secumy Assistance Agency (DSAA), and

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

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

30304 FMS CUSTOMER RESPONSIBILITY.

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

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

1. Export declaration (U.S. Department of Commerce Form 7525-V, Shipper’s
Export Declaration) must be prepared by the foreign country representative/freight forwarder for all
FMS materiel which is not moved by the USG. Declarations must be filed with and authenticated
by a District Director of Customs. Provisions of law and regulations concerning export
declarations are found on the reverse side of Commerce Form 7525-V, and in 22 CFR 123.9,
123.25, and 126.6.

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

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

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

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

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

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

E. Reporting of Export Traffic. All export of FMS materiel from the U.S. will be

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

B. Procedures for Repair and Return.

1. Department of State and U.S. Customs Service Requirements. The
foreign government is responsible for obtaining the DSP-61 and the appropriate U.S. Customs
clearance in accordance with paragraphs 123.3 and 123.5 of the ITAR. The U.S. Customs
Service will accept an approved DSP-61 as authority from the Department of State, for duty-free
entry into the U.S. and U.S.-origin defense articles which are the property of a foreign govern-
ment and which are being temporarily imported for repair and maintenance pursuant to an FMS
agreement. The DSP-61 must cite the FMS case in block 10 and a copy of the DD Form 1513
must be attached. This will eliminate the need for foreign governments to request separately a
duty-free exemption from the Department of State.

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

3. EMS LOA Requirements. DOD Components preparing LOAs for repair and
return programs will include a supplemental condition, when applicable, indicating the requirement

for the foreign country to obtain an approved DSP-61 from the Department of State.

30306 STATE DEPARTMENT APPROVAL OF PROPOSALS RELATING TO
SME. )

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

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

B. ITAR Provisions. The policy and procedures relative to State Department approval
requirements regarding sales proposals or presentations are in the ITAR, Section 126.8. If
marketing efforts will entail the disclosure of technical data or temporary export of defense articles,
the appropriate export license must be obtained.
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30307 PROCEDURES FOR THE EXPORT OF CLASSIFIED DEFENSE ARTI-
CLES AND SERVICES. Application for export license for the export or import of classified
defense articles and services must be made on Department of State Form DSP-85 (See Table 503-
3). Application must be made by a U.S. national in accordance with the provisions of Part 125 of
the ITAR. Classified materiel may only be released to a foreign government representative who
has been designated in writing by the recipient government. A foreign government may designate
a freight forwarder as their agent. The written designation shall contain assurances that the person
has a security clearance at the appropriate level and that the person will assume full security
responsibility for the materiel on behalf of the foreign government. The recipient will be required
to execute a receipt for the materiel, regardless of the level of classification. Classified shipments
resulting from direct commercial sales must comply with the same security standards that apply to
FMS contracts. Prior to consummation of a commercial contract that will result in the shipment of
classified materiel, contractors must consult with the purchasing government, the DIS Cognizant
Security Office and the responsible DOD Component to obtain approval of the transportation plan.
The transportation plan is at Table 503-4. In the event the defense contractor is unable to make
suitable arrangements for shipment of classified materiel being procured under a direct commercial
contract, the contractor should notify the foreign customer to make appropriate arrangements for
DTS shipment under an FMS LOA.

50308 FMS CREDIT FINANCED DIRECT COMMERCIAL CONTRACTS. Con-
sistent with the guidelines in Chapter 9, Section 902, Paragraph 90209, DSAA reviews direct
commercial contracts submitted by FMS credit recipients for FMS credit financing approval. The
review for financing approval is separate and distinct from the munitions/export licensing
requirement of the Department of State or Department of Commerce, as applicable. Approval of
financing for a commercial contract does not relieve the exporter from the necessity of obtaining
required export licenses, nor imply automatic USG approval of such licenses when requested.
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TABLE 503-1
Authority to Export Defense Articles and Defense Services Sold under the
Foreign Military Sales Program (Form DSP-94)

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

UNITED STATES OF AMERICA
DEPARTMENT OF STATE

AUTHORITY TO EX.PORT DEFENSE ARTICLES AND DEFENSE SERVICES SOLD UNDER
THE FOREIGN MILITARY SALES PROGRAM ’

This form, when properly executed and accompanied by an authenlicated Depariment of Delense Otler and Acceplance (DD Form 1513}, constitutes authority
under seclion 126.6 of the International Trallic in Arms Regulahons (ITAR} to export the defense articles and defense services listed thereon. This form may
be used in lieu of a Departiment of State export license 10 export defense arlicles and services sold by the Depanmenl ot Defense under the Foreign Military
Sates (FMS) program. This export authority is valid lor 2 years from Ihe dale shown in ilem 12 belcw. .

The Department of Stale may, without prior notice to the exporter, deny, revoke, suspend, or amend lhis authority consistent with ITAR section 126 7.

Willful viotation of the ITAR, making an untrue t of 8 material facl, or omission of a malerial fact required to be stated on this form are subject
to prosecution and, upon conviction, fines up to $100,000 or up 1o 2 years' imprisonment, or bolh. (Seclion 38(c), Arms Export Control Act; section 127.3, ITAR )
1. PM/MC Applicant Code . 2. Country of Ultimate Destination/Purchaser * 3. Port of Exit from U.S. -*
4. Applicant’s Name, Address, ZIP Code, Tel. No. 5. Fbveign Military Sales Case Idenlifier 6. Dale of FMS Case Implementation
’ - : 7. Tolal Value of Delense Arlicles and Defense .
Services of Original FMS Case s :
8. Only the unshipped balance, valuedat$ -~ of this FMS case is covered
by this DSP-94. Prev-ous shipments of this FMS case were covered by a Form DSP- 94
dated . __ and/or Depanmenl of State license No.

9. Form DSP-94 constilutes an dment to the value and/or quanlity of detense articles and services aulhorized under this FMS case as shown in the
altached amended DD Form 1513. - - ves (3 -ne O

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

11. U.S. Munilions List Categorias (sea section 121.1 of the ITAR). Please check the appropriale calegories lo indicale the lypes of defense articles and/or
delense services included on this FMS case:

[ VI, Xl XVi. XX
. : vil. Xt XVii.

LR VI, xm Xvin,

V. X, Xiv. XIX.

V. X. XV. XX.

12. Exporier's Stalement
3 . hereby exercise the aulhouly to elfect the export described above;
warrant the truth of all statements made herein; and acknowledge, understand, and will comply with the provisions of Title 22 CFR Part 120-128 and
130 and any conditions and limitations imposed.

Signalure Date
{Authority valid for 24 months from above date )

FORM DSP-94
185 1-AUTHORITY TO EXPORT

TABLE 503-1. Authority to Export Defense Articles and Defense Services Sold
under the Foreign Military Sales Program (Form DSP-94).
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TABLE 503-2

AFPLICADIONLILE NS S uh
FEMPUKARY IMPORT OF LUNCLASSIP It L 1 E St ARTICLES

CUMMERTS REUESTEL BY

FHum
11 0v0/ORSE 1) tama U acoa
1) anmy 0 eunnem 0 nasa
11 navy (3 neasna [} entnGy
11 A FORCE ) arn 0
{4 Fssas (7 anasure
[ bounta {) oLsisat 0

Application/License for Temporﬁry Import of
Unclassified Defense Articles (Form DSP-61)

CASE NO RECEWVED PM/MC OATE STAFFED

HEPLY 3 HE AND HEJUMN 10 Uik O MUNITIONS CONITHOL, DEPARIMENT OF STATE, WASIINGTON, D.C 20620

1} @aiuve eru g 1 ypunt nenve/wnitaats Cumnwnis

1wt ove meipiovnon

L) teay
1 Dete prasered 1 PMIMC spptcant cude 3. Foregn countty l1om whch shpped |4 U'S port of import
WXWX 8 Agpicant's neme, sddeens, 21P cods, 1ol no. 6 Foremn country of wilvnety 7.0.8. port of snpory

e tsnein

MNeine, Stats, end telaphone Number ol sppixant contact if U.8. Governmaent
eeds 2ddi 10Nl MIOTRSLION

TELEPHONE NUMUER
+ MUNITION:
v, QUANTITY 10 COMMUDITY (imiuate us erhaulireparrimmnlifk atna cval VMU IONS 12, VALUE
- Qu if applicabis sml Anvwa_ folluw instrustwns corspully) CATLGORY '
[ra7votaL vacue $

14 Source or inenwtaciuter OF COMMOtity

1$ Speciic purpose for which the matesiwl is ¥npor 1ed forerhew), repay,
mandificetion, o7 trensshipmeni 10 o third couniry)

15 MNane et achieois 0 Owiral Of SOy 1 10N COUNLY harm which
Wped

17. Nome end addram 0l conggnos in I0reugh COuNYY §10m whch thipped

10 Nasms ond schirvas OF CONsgrag i 10vegn country OF UlisNets daeliNaLION

19 Nema ond sadrew of sad usee n toiaign country of vilumats destinstion

20 Nare it a0 ess OF 10181gN 191 MEdBLs CONEYes

21 Meme snd mihoss of U §. {ovrerhant/rep
o ireassh pmeal agent)

facllsy

27 tne IDENTICAL comnmaniity (] wes 1Kensed (9 the COunLry in ik )
windes I one no O wes1nenma

t0 GINET Countrmy waler Lienme No

2. APPLICANT'S STATEMENT [See Insinecinmng)

" . heroby apply {er o Iconee t0

UJmwas dunwd 10 the cuntiy « DIoch 3 unier voudud Ixconss A
[l iever inenmsd lor this ipincent

1Trped Nome)

s #bove; wartant the truth of il statementy
Meds Nucen, ami schnowiodis. undsiiiend ond waull camaly with Ihe pro-
witny of J2CFR 121128 end 1J0 end any conditons and laneielions

24 e NSE TO BE SENT 1O Mane, stdiars, £1P code

¥

Conmody 1 lessrms o smaonaion of US manulscivie,

WV W ! ocornaty . Wewed 0N CONDLDIIwE Bvalence, Me cUMINOUIly wes AOL
¥ YV W letnighond o Wwent Usin 10, O s uwited wihuul ull peynrent by 8 I0regn
bw SR Aneal Uit & 1o1eagn SRIINCS Prog @M of the U S 81 sat 10rth s Titie
'VQVV 22 CFR 171 12% snd 130
YWAVVY
w
W
w$‘gw w
VXW
WXW
nae 05P 61 . ) arPROVIL
g HISCARU PHLVIOUS EOILHIUNS 2-REFERRAL roHmM o

OME NO. 4ROV

TABLE 503-2. Application/License for Temporary Import of Unclassified
Defense Articles (Form DSP-61).
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TABLE 503-3

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

Temporary Import
Technical Data

{DEPARTMENT OF STATE USE ONLY)

seaL Signature

License i heroby grented to the soplicent for the dascribed commodity
to be permanently exported from the U.S., 10 be temporerily exporied
from end returned to the U.S., or to de temporsrily lmported into the
U.S. snd returnad .10 the foreign owner, pravided shipment s mede In
sccordence with the Department of Defenms Industre! Security Manusl.
Thig licanse may be revoked, wipended or smended by 1he Secretary of
Stare without prior notice whenever The Sacretsry desms such action
esdviwsbie. (DO NOT REPRODUCE THIS LICENSE {121.201c))

LICENSE VALIOFOR 24
MONTHS FROM ABOVE DATE

LICENSE NO.

UNITED STATES OF AMERICA

APPLICATION/LICENSE FOR PERMANENT/TEMPORARY EXPORT OR TEMPORARY

DEPARTMENT OF STATE

IMPORT OF CLASSIFIED DEFENSE ARTICLES AND RELATED
CLASSIFIED TECHNICAL DATA

1. Oate prapered 2. PM/MC spplicant code 3. Chack one. 4, Country of ultimate destingtion O sojourn 8. Couniry trom which
) Permanent export thipoed (temporary
O Temporery export impons only}
O Temporery import
6. Applicant’s neme, sddress, Z1P code, tel. no,
K 7. Names snd telephone numbery of U.S. Government personnel (nol PM/MC)
?, familisr with the commodity
AN
MO
:n:k 24
o'e'e’s 8. Name, State and telephone number of applicant contaet it U.S. Government
X X needs pdditions! information
{ TELEPHONE NUMBER:
1. 12. MUNITIONS
9. OUANTITY 10. COMMODITY (Forlow Ingtructions corvlully) LASSIF S LIST 13. VALUE
TION CATEGORY
O Herdware {0 Technics! Dste
14 TOTAL VALUE: $

15. Source or manuiecturer of commodity

16. Specitic purpose for which the material is required, including spexitic
progrem/end item

17. Neme end addrem of selier In United Stetes

18. Neme snd sddver of conignor in United Stetes

19. Name and eddrens of cognizant DIS mcurity office

X

449048,
80004
.00,

XXX

0. Nome and sddrans of forsign consignee

\/
21. Nome snd sddress af foreign end-user

22 Oete and leve! (TS, $ or C) of security clesrsnce of fecility In item §

Oste: . Lovel

24. 1 commodity Is being provided under & Foreign Mititary Setes [FMS) or
Gront Ald (GADI program, state which and give (he cose
no. .

23 This or . OoNnLY
O ONLY 1he unshipped batance of ficens no,
NOTE: APPLICATION CAN NOT INCLUDE 80TH

v new

20. Would spprovst of this spplicetion rasuit in sn spplicstion to sxport more
highly clessitied commodities?

ONo. OYer 1 yes, expiain in 8 cover fetter (8 coples).

25. The IDENTICAL commodity DJwai licensed to 1he country In block 3
under license no. : Dwes ticonsed
10 other countries under licensm no, H
O wes denisd 10 the country in block 3 under. voided ficsns no.
: ;D wes never lieensed far 1his spplicent

28 LICENSE COPY TO BE SENT TO: Name, oddrens, 21P code

27 APPLICANT SSTATEMENT (See Instructions)

' . heraby spply for » ticense 10 com-

» (Typed neme} y «
03 » plete the trenwartion described sbove: werrent the truth of all ststements mede
¢ » Neroln; and arknowledge, understend snd witl comply with the provisions of
: 04 Titte 22 CFA 121 128 and 130, any candltions snd Himitetiony impord, and
M 2 1he DOD iIndustrig! Security Manus!.

'n Sigreture

FORM D! FORM APPROVED

P48
11/82 (DISCARD PREVIOUS EDITIONS)

1-APPLICATION/LICENSE

OMB NO. 1405 0022

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

Data (Form DSP-85).
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TABLE 503-4
TRANSPORTATION PLAN

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

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

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

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

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

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

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

shipped;

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

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

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

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

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

TABLE 503-4. Transportation Plan.
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TABLE §03-5
EQUIVALENT FOREIGN AND INTERNATIONAL PACT ORGANIZATION

SECURITY CLASSIFICATIONS

CONFIDENTIAL'

DOD 5105.38-M

COUNTRY TOP SECRET * SECRET  CONFIDENTIAL  -eeceeeeo-.
Argentina ESTRICTAMENTE SECRETO CONFIDENCIAL RESERVADO
© SECRETO _ . :
Australia TOP SECRET SECRET CONFIDENTIAL ‘RESTRICTED ~ ¢
Austria STRENG GEHEIM GEHEM VERSCHLUSS
Belgium: ‘ g ’ 4 ‘ .
(French) TRES SECRET SECRET CONFIDENTIEL DIFFUSION
RESTREINTS
(Flemish) ZEER GEHEIM GEHEM VERTROUWELDK _BEPERTKE
: VERSPREIDING
Bolivia SUPERSECRETO or SECRETO CONFIDENCIAL RESERVADO
MUY SECRETO | ' ' B
Brazil L. ULTRASECRETO SECRETO CONFIDENCIAL RESERVADO
Cambodia TRES SECRET SECRET SECRET/ .
' CONFIDENTIEL
Cariada’ TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Chile SECRETO SECRETO RESERVADO RESERVADO
Columbia ULTRASECRETO SECRETO RESERVADO CONFIDENCIAL
‘ RESTRINGIDO
* Costa Rica ALTO SECRETO SECRETO CONFIDENCIAL
Denmark " YDERSTHEMMELIGT ~ HEMMELIGT FORTROLIGT ., TL
, TIENESTEBRUG
Ecuador SECRETISIMO SECRETO CONFIDENCIAL RESERVADO
El Salvador ULTRA SECRETO SECRETO CONFIDENCIAL RESERVADO
Ethiopia YEMLAZ BIRTOU MISTIR KILKIL
MISTIR
Finland ERITTAINSALAINEN  SALAINEN
France TRES SECRET SECRETDEFENSE ~ CONFIDENTIEL " DIFFUSION
DEFENSE RESTREINTE
Germany STRENG GEHEM - GEHEIM VS-VERTRAULICH o
Greece AKPOL ) NEPINPIINENEL
A o ANOPPHTON DOITRTION e
Guatemala ALTO SECRETO SECRETO CONFIDENCIAL RESERVADO
Haiti * . SECRET CONFIDENTIAL
‘Honduras SUPER SCERETO SECRETO CONFIDENCIAL RESERVADO

TABLE 503_-5 Equivalent Foreign and International Pact Orgamzatlon Security

Classifications.
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COUNTRY TOP SECRET . SECRET CONFIDENTIAL ---ccceonee
Hong Kong TOP SECRET SECRET CONHFIDENTIAL RESTRICTED
Hungary SZIGORUAN TITKOS TITKOS BIZALMAS
India TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Indonesia SANGAT RAHASIA RAHASIA TERBATAS
Iran BEKOLI SERRI SERRI KHEILI MAHRAMANEH
i o o MAHRAMANEH ey
Iraq e o~ Y, p »% 4 Do
(Absolutely secret) (Secret) (Limited)
Iceland ALGIJORTI TRUNADARMAL
Ireland TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Gaelic AN-SICREIDEACH SICREIDEACH RUNDA SRIANTA
Israel SODI BEYOTER SODI SHAMUR MUGBAL
NIy D ‘o Noe Y3310
Italy SEGRETISSIMO SEGRETO RISERVATISSIMO RISERVATO
Japan KIMITSU GOKUHt HI TORIATSUKAICP.IUI
i E PP S A3 B
BUGAIHI 2 #} ik
Jordan I.J., ¢ e Qo ’ »L Iy doa
MAKTUM JIDDAN MAKTUM SIRRI MAHDUD
Korea 13 vy 0% vy X4y
| kup P1 MIL - 11 KUP PI MIL 111 kup P1 MIL
Laos TRES SECRET SECRET SECRET/ DIFFUSION
CONFIDENTIEL RESTREINTE
Lebanon TRES SECRET SECRET CONFIDENTIEL
Mexico ALTO SECRETO SECRETO CONHFIDENCIAL RESTRINGIDO
Netherlands ~ ZEER GEHEIM GEHEIM CONFIDENTIEEL or DIENSTGEHEIM
. VERTROUWELIK
New Zealand TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Nicaragua ALTO SECRETO SECRETO CONFIDENCIAL RESERVADO
Norway STRENGT HEMMELIG HEMMELIG - - KONFIDENSIELL BEGRENSET
Pakistan ~ TOPSECRET SECRET CONFIDENTIAL RESTRICTED
Paraguay SECRETO SECRETO CONFIDENCIAL RESERVADO
Peru ESTRICTAMENTE SECRETO CONFIDENCIAL RESERVADO
SECRETO

DOD 5105.38-M

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

Classifications.

(Continued)
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COUNTRY

DOD 5105.38-M

TOP SECRET SECRET CONFIDENTIAL ---c.... .e-
Philippines TOP SECRET SECRET . CONFIDENTIAL RESTRICTED
Portugal MUITO SECRETO SECRETO CONFIDENCIAL RESERVADO
Saudi Arabia SAUDI TOP SECRET SAUDI VERY SECRET  SAUDI SECRET SAUDI RESTRICTED
Singapore TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Spain MAXIMO SECRETO SECRETO CONFIDENCIAL DIFFUSSION
. . LIMITADA
Sweden .
(Red Borders)
Switzerland [Three languages. Top Secret has a registration number to distinguish from Secret and Confidential.}
French TRES SECRET SECRET DEFENSE CONFIDENTIEL DEFENSE  DIFFUSION
RESTREINTE
German STRENG GEHEIM GEHEIM VERTRAULICH
Italian SEGRETISSIMO SEGRETO RISERVATISSIMO RISERVATO
. P - v
Taiwan R e fEibe T3S 1
. - J -
Thailand LUPTISUD glxsn  LUPMAAG §ian  LUP 4 POK PID YnDh
Turkey goK clzud clzud UzEL HIZMET DZEL
Union ‘of
So. Africa
English TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Afrikaans UITERS GEHEIM GEHEM VERTROULIK BEPERK
United Arab '
Republic il o~ & L 2 FY cann
(Egypt) . TOP SECRET VERY SECRET SECRET OFFICIAL
United
Kingdom TOP SECRET SECRET CONFIDENTIAL RESTRICTED
Uruguay ULTRA SECRETO SECRETO CONFIDENCIAL RESERVADO
USSR COBEPWEHHO ETHO HE N0AAEXAmMY MR CIMXZBHOrQ
CEKPETHO CERP OTJAUEHKHD NOAbLJOBAHHA
Viet Nam:
French TRES SECRET SECRET DEFENSE CONFIDENTIEL DIFFUSION
N ’ DEFENSE RESTREINTE
Vietnamese £01-M-T "@ r KIN TV VAT
——— —— e ——
International
Organization  TOP SECRET SECRET CONFIDENTIAL
NATO COSMIC TOP SECRET NATO SECRET NATO CONFIDENTIAL NATO RESTRICTED
NOTES:

In all instances foreign security classification systems are not exactly parallel to the U.S. system and exact equivalent
classifications cannot be stated. The classifications given above represent the nearest comparable designations that are
used to signify degrees of protection and control similar to those prescribed for the equivalent U.S. classifications.

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

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

Classifications. (Continued)
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CHAPTER SIX
MILITARY EXPORT SALES POLICIES AND CONSIDERATIONS

Section 600 - Policy Considerations

60001 GENERAL. Basic sales policy is as outlined in Chapter Two.

A. Benefits. FMS supports US foreign policy and security objectives. Historically, FMS
has improved internal order; increased prospects for regional stability and reduced the likelihood
of US military involvement; increased standardization of materiel, doctrine, and training among
our allies and friends; helped sustain the US production base; increased US employment; reduced
research. development. and unit production costs; and facilitated forward materiel support.

B. Eligibility. Eligible countries and international organizations, determined by the
President, are listed in Table 600-1. Sales to certain customers may be suspended for legal or

policy reasons. Questions relative to eligibility should be referred to DSAA Regional
Directorate.

C. USML. The US Munitions List is shown Table 202-1. SME items are highlighted
with an asterisk (**"). '

D. Neutrality. Except as described in Section 601. the Purchaser has the option to buy
defense articles or services commercially or through FMS channels. In some instances, such as
for certain GFE and GFM, controls provided within AECA Sec 38(a)(3) are applied and items
are sold only via FMS. '

E. Marketing. In accordance with FAA Sec 515, “The President shall continue to instruct
US diplomatic and military personnel in the US missions abroad that they should not encourage,
promote, or influence the purchase by any foreign country of US-made military equipment,
unless they are specifically instructed to do so by an appropriate official of the executive
branch.” Section 602 provides general instrucitons to SAOs and DoS has furnished similar
guidance to country teams as a whole. Additional instructions may be provided for specific

- programs.

F. Constraints. In general the USG offers to sell equipment to eligible countries and

-intermational organizations after a case-by-case review of each request. Factors considered

include:
1. Legislative Restraints. See examples in SAMM Section 203.

2. Type of Equipment. Sales of small numbers of low technology items which are in
use by US forces are normally easiest to approve.

3. Country and Region. The requirement, threat being faced, impact on capability to
participate in collective security efforts with the US. ability to maintain and use the item.

compatibility with existing inventory. and impact on perceptions or actions of neighbors are
considered.

4. World Situation. Changes in terms of foreign policy. diplomacy, economy.
finances, and security reflecting the changing world-wide situation can cause adjustments in the
overall US approach to foreign sales.

600-1 Change No. 8, 1 April 1998
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5. National Disclosure Policy. NDP-1 shows levels of classification which the USG
is willing in general to release to specific countries. - Requests for exceptions to policy
established by this document are handled bv the National Disclosure Policy Board, which is
chaired by DoD at the Under Secretary level.

6. Counterbalancing of Positive and Negative Factors. Positive contributions to US
interests and objectives must more than offset detrimental effects of the transfer.

G. Consultation. The USG welcomes consultation with our friends and allies regarding
planning to meet their defense needs or to undertake research, development, production, and
logistic support programs of mutual interest. Information obtained through consultation is
important in the planning process (Chapter Four).

60002 DISBURSING AGENT/NON-US ADMINISTRATIVE SUPPORT COSTS. The
USG does not serve as the disbursing agent for funds received under LOAs unless those funds
are required for materiel or services provided by DoD, another Federal agency, or through a DoD
procurement contract. LOAs will not include transportation, lodging, per diem, or other
administrative expenses of foreign government representatives. even though such expenses may
be relatable to the materiel or service being provided. In exceptional situations, DSAA may
specifically authorize an LOA to include the payment of travel and living allowances for
International Military Students.

60003 PROPER USE OF US-ORIGIN ITEMS. Proper use of US-origin items is a joint
responsibility of the recipient and US personnel. US representatives normally have primary
responsibility until items are physically transferred to the recipient. The recipient then assumes
this responsibility, based on agreements under which transfers are made. including transfer to a
third party or other disposal. The following applies to FMS items, including those purchased
with MAP Merger funds. Section 1101 provides guidance for items granted under the FAA.

A. Guidance Interface. Other specific guidance is in Sections 300 (SAO monitoring
duties), 100109 (monitoring of trainees). and 140105 (monitoring of international agreements,
including co-production programs). The booklet " End Use Monitoring of Defense Articles and
Services,” available from DISAM. provides references to legislation and other details regarding

usage controls. These complement other US controls which, together, extend throughout item
life.

B. End Use Monitoring. EUM encompasses all laws, polncnes regulations, and processes
which ensure proper use of defense items. It includes all actions to prevent misuse, including
illicit transfer, of these items. Its end objective is to minimize the security and safety risks
inherent in arms transfers. consistent with the need to support US policy objectives. While items
are in US hands. it is integral to formal and informal accountability processes. The capability
and will of a recipient to provide EUM controls is a primary factor in determining if programs
with foreign countries or international organizations will be allowed to start or continue.
Controls established by the receiving country provide the primary means for assuring that
defense articles are used. from receipt to final disposition, according to agreements with the US.
The SAO and others with knowledge of usage must be alert to indications of unauthorized use
and report such use to the appropriate host country or US country team organization.

1. - When an indication of unauthorized end-use is found within a country, checked
locally, and not resolved. the country team forwards the information to DoS (PM/DTC and
PM/ATEC). DoS will normally determine if AECA Sec 3 criteria for a report to Congress of a
possible end-use violation'have been met.

600-2 Change No. 8, 1 April 1998
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2. The need for SAO-led post-delivery sample checks is indicated when an AECA
Sec 3 violation may have occurred, ties are developing with countries to which US defense
exports are proscribed (e.g., ITAR Part 126.1), unusual political or military upheaval has
occurred or is impending, countries unfriendly to the US in the region are seeking US equipment
or support items of the types held by the legitimate user, or substantial problems are found during
a GSOMIA security survey.

3. Checks are mandatory at any time DoS reports an AECA Sec 3 violation. Within
60 calendar days after notification, SAO will initiate action to complete sample checks of at least
two US-origin items for each Sec 3 report. The SAO may conduct those checks. Assistance
from other country team offices, the UCOM, or experienced country counterparts can often
facilitate a level of checks not possible using SAO resources alone. Items selected for special
checks will be those where receipt and subsequent accountability have been representative of the
item involved in the DoS Sec 3 report.

4. Checks are to help ascertain adequacy of country accounting, with a determination
if problems exist for the specific items chosen of secondary interest. They help determine if the
country’s generally sound process failed due to unusual circumstances, 1tem accounting is not
given sufficient priority, or country interests are diverging from those of the US.

5. Those making these checks should be alert for unauthorized use of hardware items
or information provided during training or in technical assistance support. This includes misuse
of O&M, study, or production technical data. Information gained should be shared through the
country leadershlp with DoS, DSCA, and the UCOM, particularly when a violation of end-use or
retransfer assurances is indicated.-

6. Information from personnel not members of the country team should be reborted
through the chain of command to DoS (PM/DTC and PM/ATEC).

C. Disposal. Special attention must be given to EUM during the disposal stage of item
life. At this time, items often move from operating force units to holding areas, where awareness
of classified features, potential lethality, or other sensitivity may be reduced. Operation,
maintenance, regular inventories, and other activities which could disclose misuse or diversion
may also be reduced.

1. Special Items. Classified features must be neutralized during the disposal process.
Features which pose dangers, directly or through environmental hazards, should also be
neutralized pnor to or during the disposal process.

2. Demilitarization. This involves destruction of item military capability. If in-
country demilitarization practices do not appear to meet US standards, the recipient country
should be encouraged to use US demilitarization guidance in DoD 4160.21-M-1 which may be
obtained through FMS publications LOAs. Assistance may also be obtained from the DoD
integrated materiel managers or DRMS. A disposal process which fails to meet US standards
should be raised to the appropriate US level of the command chain, either within the host country
or in the US, for resolution.

\

3. Disposal Avenues.

a. Migration to Non-Defense Articles. Scrap (Condition Code S) items,
including unserviceable consumable items, non-consumable items beyond repairability, and
those for which demilitarization or special item controls have been applied, are no longer defense
articles and may be disposed without US involvement. Migration may occur through
consumable item wearout, incineration -or melting, controlled deep water dumping, or
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comparable destruction. Cannibalization may be viewed as disposal if controlled parts removal

causes item migration to non-defense article status. Because potential for unauthorized

disclosure of classified or sensitive information, safety concerns, and other factors vary among
countries, use of DoD disposal procedures is encouraged.

b. @@Defense Articles. Items may retain military capability and be transferred
to another country. It will normally be the responsibility of the transferring country to locate a
purchaser from among countries and international organizations listed in Table 600-1. This
requires DoS approval (see 60004). @@ ( Changed 24 Dec 98)

60004 @@__THIRD PARTY TRANSFERS DoS is responsible for control of third party
transfer of US-origin defense articles or defense services worldwide and has approved this
guidance for requesting approval of these transfers. The Office of Regional Security and Arms
Transfer Policy (PM/RSAT)-is responsible for processing requests for USG consent to the
retransfer of defense articles which were provided under the FAA (e.g., MAP, 516 grant and 525
sale EDA, 506 drawdowns) or the AECA through FMS to a foreign government. Defense.
articles or services transferred under a commercial export license pursuant to AECA Sec 38 are
subject to similar requirements but under different procedures administered by the Office of
Defense Trade Controls (PM/DTC). DTC is also responsible for the temporary import of
defense articles. Department of Treasury’s Bureau of Alcohol, Tobacco, and Firearms (BATF) is - -
responsible for control of the permanent import of USML items into the US. DoS approval of a
retransfer request by a foreign government must precede and be separate from submission by the
importer of a Form 6 import license application to BATF. SAOs will normally be directly
involved only in actions related to retransfers of items received through DoD-administered
programs. Information below pertaining to direct commercial programs is provided for use in
advising country counterparts to contact the proper embassy personnel.

A. Retransfer of Items Transferred Government-To-Government. The US retransfer
Policy is to approve the transfer of US-origin military equipment only to third countries to which
the USG would approve the transfer of the equipment directly. Procedures below address the
transfer/disposal of items acquired by foreign governments through FMS, MAP, and EDA.
Retransfer of US-origin equipment acquired via direct commercial sale is addressed in C. below.

1. Requests should be made by message from the Embassy to PM/RSAT, with
information copies to DSCA and the SAO of the proposed third party recipient. The original of
the transferor’s formal request for transfer should be mailed to PM/RSAT. - A Copy should be
emailed or faxed to allow 1nitiation of action as soon as possible.

2. Requests must include --

a. A clear description of the item being transferred including model, serial
number(s), and any classified components or data.

b. The source program of the defense articles proposed for transfer: e.g., MAP,
grant EDA, FAA Sec 506 drawdown, or FMS.

c. The original acquisition cost or best estimate of that cost. If no reliable
estimate is available, for Congressional reporting requirements the request should, at a minimum,
include a statement indicating whether the total value of the items requested for transfer exceeds
$1,000,000.

d. For articles where the source program was grant (e.g., MAP, grant EDA, 506
drawdown), a best estimate of the current net value. This value will normally be the anticipated
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gross proceeds of sale less reasonable administrative, transportation, and other direct disposal
costs. For these items, the request should also include a statement of whether retention of funds
by the host nation is requested. DoS policy is not to permit retention of net proceeds. If the
SAOQ believes that special circumstances warrant an exception to this policy, a clear justification
should be provided. Also see Section 1101.

e. When possible, the name, title, and phone number of a contact in the recipient
country, familiar with the proposed transfer to whom required assurance commmnent language
can be referred.

f. The proposed new use for the defense equipment.

g. US and recipient security interests served by the proposed transfer.
h. Proposed timeframe or time constraints.

i. How demilitarization, if required, will be accomplished.

3. Followmg review, DoS will request end-use and retransfer assurances from the
recipient government’s Ministry of Foreign Affairs (MFA) through the US embassy. These
assurances are a mandatory prerequisite to transfer and are generally non-negotiable. -

4. Assurances must be binding on the entire government of the new recipient.
Typically, MFA statements to another government are binding on the entire government.
Country teams should determine, based on a review of the domestic legal system, whether
assurances issued by a ministry other than MFA are considered binding. If assurances may be
provided by another department, such as the MoD, they must begin with the text “For, and on
behalf of, the Government of " Any questions regarding this issue should be
directed in writing to PM/RSAT.

5. When the embassy receives end-use and transfer assurances from the host
government and they do not deviate from the DoS-supplied text, the country team should notify
PM/RSAT that assurance requirements have been met. The message, with information copies to
DSCA and the transferring country, should provide the new recipient the correspondence’s pouch
registration number and date of transmission. A translated copy of the signed assurance
language may also be faxed to PM/RSAT to speed up the final steps towards reaching a decision.
- . Where language supplied to the new recipient-country team does not appear to meet US
requirements, the supplied language should be relayed to DoS for review. -

B. Transfers to Private Entities, Defense articles are transferred to serve US policy,
including national security interests. Therefore, it is the policy of the USG not to approve
requests for transfer of US-origin military equipment to private entities either in the US or
abroad. As a result, the DoS will consider these requests on a case-by-case basis only when the
following criteria have been scrupulously fulfilled.

1. Transfer to a Private Entity in the US.
a. End-use must be specified when the request for retransfer is made.

b. Entity must agree not to use the item for any purpose other than that 1dent1ﬁed
in the request and approved by the DoS in writing.
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c. Entity must provide proof that the item will be used in the public interest;
specifically, to fulfill a government contract or, when demilitarized to DoD standards, for static
display in a bona fide museum. :

d. Entity_ must provide end-use and retransfer assurances.

e. The foreign selling government or organization must agree title does not
transfer to the US purchaser until the item is within US Customs jurisdiction.

f. Transfer must take place in accordance with US laws and regulations, including
all Customs and Treasury requirements for demilitarization and import.

2. Requests or questions regarding transfers to foreign entities should be referred to
. PM/RSAT. : '

C. Retransfer of US-Origin Items Originally Transferred via Direct Commercial Sale.
For items originally transferred via direct sale, the written approval of PM/DTC must be obtained
before the resale, transfer, transshipment, or disposal of a defense article to any end-user, end-
use, or destination other than as stated on the export license. Procedures for requesting approval
for retransfer, re-export, or change in end-use of a commercially-acquired defense article are
outlined in ITAR section 123.9. AECA Sec 3(b), implemented in ITAR section 123.9,
authorizes third party transfer of US-origin components incorporated into foreign defense articles
to a government of a NATO member country, Australia, or Japan. This transfer may take place
without the prior written authorization of PM/DTC provided that the conditions of ITAR
123.9(e) are met. ,

D. Congressional Notification and Reports. Third-party transfers are subject to
Congressional notification and reporting requirements.

. 1. Third-party transfers are subject to requirements for Congressional notification

under AECA Sec 3(d), using guidelines similar to those in Section 703. This reporting
requirement does not apply to the following:

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

b. Transfer of maintenance, repair, or overhaul defense services, or of repair parts
or other defense articles used in furnishing such services, if the transfer will not result in any
increase, relative to the original specifications, in the military capability of the items.

c. Transfers pursuant to arrangements among NATO members for cooperative
cross-servicing. :

d. Transfers pursuant to arrangements among NATO members, or between NATO
and any of its member countries for lead-nation procurement. If the item to be transferred was
originally purchased from the US and was notified to Congress under AECA Sec 36(b), the
transfer is exempt from Sec 3(d) reporting if the Sec 36(b) report identified the transferee on
whose behalf the lead-nation procurement was proposed. For Sec 36(b) sales to a NATO
member country purchasing on behalf of a third NATO party, information as to possible
subsequent transfers shall be provided to DSCA in accordance with SAMM Section 703.
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2. Re-export of commercial sale-origin defense amcles are subject to the requirements
of AECA section 36 (¢ and d).

3. DosS lists, in a quarterly report to Congress (AECA 36(a)(1)), approved consents to
third-party transfers of defense articles or services, if the original acquisition cost of the defense
goods or services to be transferred is $1,000,000 or more. @@ (Rewritten 30 Dec 1998)

60005 FOREIGN MILITARY DESIGN AND CONSTRUCTION SALES

A. General. AECA Sec 29 authorizes the sale of design and construction services to
eligible foreign countries and international organizations provided that full costs are paid to the
"~ US If such services are to be procured by the USG, the Purchaser must make funds available in
such amounts and at such times as they may be needed to meet the payments required by the
contract and any damages and costs that may accrue from the cancellation of such contract, in .
advance of the time funds are required. Congressional reporting required in AECA Sec 36(b)
applies to design and construction programs valued at $200 million or more.

B. Procedure. Design and construction services will be offered under normal FMS
procedures.

1. When part of a larger program, the services will be included in the total package LOA
under the cognizance of the managing IA. A note will indicate that the services are offered under
the authority of AECA Sec 29 and will identify the construction agent for this portion of the
program,; e.g., US Army Corps of Engineers. When required, the IA and construction agent may
conclude an internal agreement to show program management relationships.

2. When these services are stand-alone, the construction agent will also normally be the
IA.

60006 COMMUNICATIONS SECURITY (COMSEC) PROGRAMS. Discussions
relating to COMSEC will not be initiated without obtaining prior approval from DSCA.:
Requests for information will be forwarded to DSCA for staffing and approval. Following
approval, standard procedures apply. The IA is responsible for assuring that NDP requirements
are satisfied and that program details are staffed with appropriate security activities before a
response is provided to the purchaser. Refer to NACSI 6001, Foreign Military Sales of
Communications Security and Services to Foreign Governments and International
Organizations, and JCS Memo 131, Joint and Combined Communications Security, dated 18
July 1983.

60007 TRANSLATION SERVICES. Responsibility for translation of documents rests with
the user or recipient country. SAOs should make this point clear to host country counterparts.

A. SAOs may provide, for purposes of communicating between USG and purchaser
representatives only, “informal translations” using the same practices as the local US diplomatic
mission, when the chief of the SAO determines an informal translation of an English text is in
the US interest. Translators must clearly mark the translated document “Informal and unofficial
translation--English text governs.” SAOs should ensure that a forwarding letter accompanies
each contractual document (i.e., LOA) emphasizing that the English text is the officially binding
document. '

B. Translation assistance shall be limited to officials of the US or host country. Other
requestors should be advised to seek assistance from local translators.
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60008 EXCLUSIVE LICENSING ARRANGEMENTS. When a request for P&A or an
LOA is received from an FMS customer and the request falls within an exclusive commercial
license arrangement for the article or service, the customer will be informed that the specific
foreign firm has excluswe nghts in that country relatlng to the sale of the item being sought.

A. If the customer still pursues an FMS transaction, the customer should be advised that
the request should be set forth in a letter from the MOD Deputy MOD, or equivalent, to
Director, DSCA showmg why purchase via an FMS transaction is desired.

B. Upon receipt of wntten requests containing justification, in order to comply with
AECA Sec 42(a), DSCA will advise the foreign firm involved (or its representative in the US) in
writing of the requests. DSCA will provide the firm with a copy of the written request, if
unclassified, and other unclassified records germane to the transaction, and give the firm an

opportunity to provide data pertinent to the request, including a statement as to the amount of

financial return to the US economy should such a sale be made by the foreign firm. The firm
will normally be allowed 30 days to provide comments. ,

C. IfP&A data is to be provided, or an LOA is to be issued to the requesting government,
the Director, DSCA will so advise the foreign firm and will provide upon its request relevant
unclassified and non-proprietary P&A data. DSCA will advise the firm of LOA renewals,
modifications, or extensions prior to acceptance by the purchasing country.

’
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The following acronymns or abbreviations are used in this table:

Country/Organization and Code. The short names and two digit Code listed are those

assigned for FMS purposes (e.g., for assignment of LOA identifiers or SA communications) and

- are generally consistent with National Institute of Standards and Technology (NIST) codes in

Publication 10-4, “Federal Information Processing Standards,” maintained by NIMA. If a

territory, the host country Code is listed in parenthesis to the right of the Country name. Where
FMS and NIST codes differ, NIST codes are listed parenthetically to the right of the SA Code.

UCOM (unified command area). NR - Nonregional, AT - Atlantic Command, CE - Central
Command, EU - European Command, PA - Pacific Command, and SO - Southern Command

Reg (Region/Congressional grouping). NR - Nonregional, AFR - Africa Region, AR -
Amerlcan Republic, EUR - European, EAP - East Asia and Pacific, NESA - Near East and South
Asia

FMS (AECA eligibility). F - Countries/Organizations determined by the President under
AECA Sec 3(a)(1) to be eligible to purchase defense articles and defense services under authority
of the AECA. A determination by itself does not signify that sales will be made since sales may

have been suspended for legal or policy reasons. Questlons regarding eligibility may be referred
to DSCA Operations.

DU (dependable undertaking). U - authorized terms of sale DU.
. . @@ BES- @@ (Deleted 4 Dec 1998)
All interim or permanent changes to this table must be made by DSCA Operations Directorate,

Management Division. Country/organization/ other codes which are not included below will not
be introduced into records, including automated local records, without formal approval.

@

Country Code UCOM Reg FMS DU D_'IC%
Afghanistan AF CE NESA F\l
Albania AL EU EUR F _

© Algeria AG EU NESA F U

~ Andorra AN EU EUR C
Angola AO EU AFR (0]
Anguilla AV AT AR L
Antigua and Barbuda (UK) AC AT AR F U
Argentina AR SO . AR F U M
Armenia AM EU4 EUR N
Australia AT(AS) PA EAP F U
Austria AU EU EUR F U
Azerbaijan Al EU4 EUR '

TABLE 600-1. Country and International Organization Information (Pg 1 of 8)
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Country Code UCOM Reg -FMS DU
Bahamas BF AT . AR F U ‘
Bahrain BA CE NESA F U
Bangladesh BG PA NESA F . U
Barbados : BB AT AR F U
Belarus ‘ BO EUM EUR D
Belgium BE EU EUR F U E
Belize (UK) . BH SO AR F L
Benin _ DA(BN) EU AFR F E
Bermuda (UK) BD AT AR T
Bhutan ' BT PA NESA E
Bolivia BL SO AR F D
Bolivia INC D1 SO AR F
Bosnia-Herzegovina BK EU . EUR F
Botswana - BC EU AFR F U
Brazil BR- SO AR F U 4
British Indian Ocean (UK) I0 PA NESA
British Virgin Islands (UK) VI AT AR D
Brunei : BX PA EAP F U E
Bulgaria BU ~ EU EUR F C
Burkina Faso ' uv EU AFR F
Burma - see Myanmar - - -
Burundi BY EU - AFR F
Cambodia CB PA EAP F 1 o
Cameroon : CM EU AFR F U 9 .
Canada CN(CA) NR EUR F U 9
Cape Verde, Republic of Ccv AT AFR F 8
Cayman Islands (UK) S 04 AT AR :
Central African Republic cT EU ~AFR F
Chad - CD EU AFR F
Chile o CI . SO AR F U
China CH PA EAP F U
Colombia Cco SO AR F U
Colombia INC -~ D5 SO AR F U
Comoros _ CR(CN) PA AFR F
~ Congo (Brazzaville) - CF EU AFR F
Congo (Kinshasa) CX(CG) EU AFR F
Cook Islands CwW PA EAP F
Costa Rica CS SO AR F 8]
Croatia HR EU EUR
Cuba : CuU AT AR
Cyprus CYy EU EUR
Czech Republic EZ EU EUR F
Denmark DE (DA) EU EUR F U
Djibouti ‘ DJ CE AFR F
- Dominica. DO AT AR F U
Dominican Republic DR AT AR F U
TABLE 600-1. Country and International Organization Information (Pg 2 of 8) .
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Country Code UCOM Reg FMS DU
C ) Ecuador EC SO AR F U
Ecuador INC D6 SO AR F U
Egypt EG CE NESA F U
El Salvador ES SO AR F U
Equatorial Guinea EK EU AFR F
Eritrea ER CE AFR F
Estonia EN EU EUR F
Ethiopia ET CE AFR F
Falkland Islands (UK) FA AT AR
Faeroe Islands FO AT EUR
Fiji FJ PA EAP F
Finland FI EU EUR F U
France FR EU EUR F U
French Guiana (FR) FG SO AR
French Polynesia (FR) FP PA EAP
Gabon , GB EU AFR F
Gambia : GA EU AFR F
Georgia GG EU EUR F
Germany GY(GM) EU EUR F U
Ghana GH EU AFR F
Gibraltar (UK) GI EU EUR
Greece GR EU EUR F U
o Greenland (DE) GL AT AR
. Grenada GJ AT AR F
Guadeloupe (FR) GP AT AR
Guatemala GT SO AR F U
Guinea GV EU AFR F
Guinea-Bissau ' PU EU AFR F
Guyana - GU SO AR F
Haiti HA AT AR F U
Honduras - HO SO AR F U
Hong Kong HK PA - EAP .
Hungary HU EU EUR F
Iceland IL (IC) AT EUR F U
India IN PA NESA F U
Indochina IC PA EAP
Indonesia ID PA EAP F U
Iran IR CE NESA '

Iraq - 1Q CE - NESA .
Ireland , EI ' EU EUR F U
Israel IS EU NESA F U
Italy , IT EU EUR F U
Ivory Coast JAY EU AFR F

. TABLE 600-1. Country and International Organization Information (Pg 3 of 8)
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Country Code UCOM Reg FMS DU
Jamaica M AT AR F U .
Japan JA PA EAP F U _
Jordan JO CE NESA F U
Kazakstan KZ CEM4 EUR F
Kenya ' KE CE - AFR F U
Kiribati KR PA EAP
Korea (Seoul) KS PA EAP F U
Kuwait : KU CE NESA F U
Kyrgyzstan : KG CE4 EUR F :
Laos . . LA PA EAP F\l
Latvia ' LG EU EUR F
Lebanon _ LE EU NESA" F U
Lesotho ' LT EU AFR F
Liberia LI EU - AFR F U
Libya LY EU NESA F\l
Liechtenstein LS EU EUR
Lithuania LH - EU EUR F
Luxembourg LX(LU) EU EUR F U
Macau (PT) ' : MC PA EAP
Macedonia, Former Yugoslav
Republic of (FYROM) MK EU EUR F
Madagascar MA PA AFR F
Malawi . ' Ml EU AFR F
Malaysia MF (MY) PA EAP F U
Maldives . MV PA NESA
Mali _ RM ML) EU AFR F
Malta : MT EU EUR F U
Marshall Islands - RI(RM) PA EAP F
Martinique (FR) MB AT AR
Mauritania MR EU AFR F
Mauritius MP PA AFR F
Mexico MX NR AR F 8)
Micronesia FM PA EAP F
Moldova : MD -EUd EUR F
Monaco MN EU EUR
- Mongolia ' MG ‘PA EAP F
Montserrat (UK) ) MH AT AR
Morocco MO EU NESA F U
Mozambique ' MZ EU AFR F
Myanmar (formerly Burma) BM PA EAP F
‘Namibia WA EU AFR F
Nauru ‘NR -~ PA EAP
Nepal NP PA - NESA F 8]
Netherlands NE(NL) EU EUR F U
-Netherlands Antilles (NE) NA(NT) AT AR '
TABLE 600-1. Country and International Organization Information (Pg 4 of 8) ' .
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. Country Code - UCOM Reg FMS DU

‘ New Caledonia (FR) NC PA EAP -
New Zealand NZ PA EAP F 8]
Nicaragua NU SO AR F\1
Niger NK(NG) EU AFR F
Nigeria NI EU AFR F U
Niue : ' NQ PA EAP
Norfolk Islands (AT) NF PA EAP :
Norway - : NO EU EUR F U
Oman MU CE NESA F U
Pakistan PK CE NESA F\l U
Panama ' PN(PM) SO AR F U
Papua-New Guinea PP PA . EAP F
Paraguay PA SO AR F
Peru PE . SO AR F U
Peru INC D3 SO " AR F U
Philippines _ P1 (RP) PA EAP F U
Pitcairn (UK) PC PA EAP
Poland ‘ PL EU EUR F
Portugal PT(PO) EU EUR F U
Qatar QA CE NESA F 8]
: : Reunion (FR) ‘ RE PA AFR
. Romania . RO EU AFR F
Russia : RS NR EUR F
Rwanda RW EU AFR F
San Marino SM EU EUR
Sao Tome and Principe TP AT AFR F
Saudi Arabia SR(@ESA) CE NESA ~ F U
Saudi Arabia National Guard  SI CE NESA F U
Senegal SK(SG) EU AFR F
Serbia S2 (SR) EU EUR
Seychelles SE PA - AFR F
Sierra Leone SL EU AFR F
Singapore SN PA EAP F U
Slovak Republic ‘ .~ LO EU EUR F )
Slovenia S3 (SI) EU EUR F
Solomon Islands BP PA EAP F
Somalia SO CE AFR F
South Africa UA(SF) EU AFR F
Spain . SP EU EUR F U
Sri Lanka CE PA NESA F
St Helena (UK) SH AT AFR
St Kitts and Nevis SC AT AR F
St Lucia ST AT AR F U
' TABLE 600-1. Country and International Organization Information (Pg S of 8)
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Country _ Code UCOM Reg .FMS DU
St Pierre and Miquelon (FR)  SB AT AR ‘
St Vincent and Grenadines vC AT AR F U
Sudan SU CE AFR F U
Suriname NS SO AR ~ F U
Swaziland WZ EU AFR
Sweden SwW EU - EUR F U
Switzerland v SZ EU EUR F U
Syria SY EU NESA '
Taiwan ™W PA EAP F U
Tanzania - . TZ | EU AFR F
Tajikistan TI CEV . EUR
Thailand TH . PA ~ EAP F U
Togo TO EU AFR F.
Tokelau (NZ) L . PA EAP
Tonga TN PA EAP F
Trinidad-Tobago D AT AR F U
Tunisia ' TU(TS) EU NESA F U

. Turkey TK(TU) EU EUR F U
Turkmenistan ' TX CEv EUR F
Turks and Caicos (UK) TS AT AR

~ Tuvalu . TV PA EAP
Uganda UG EU AFR F
Ukraine UP . EU‘ EUR F
United Arab Emirates AE CE NESA F U

(previously code TC) :
United Kingdom UK EU EUR F U
United Kingdom Polaris Project UZ EU - EUR _
Uruguay Uy SO AR F U
Uzbekistan . U2 CEv4 EUR F
' Vanuatu _ NH PA EAP F :
Venezuela VE SO AR F U
Vietnam VS (VM) PA EAP F\l
Western Sahara WI EU AFR ‘
Western Samoa WS PA EAP F
Yemen YE(YM) CE NESA F\l1
Yemen, Aden ' YS(YM) CE NESA
Zaire (see Congo, Kinshasa)
Zambia - ZA EU AFR F
Zimbabwe ZI EU - AFR F @@
TABLE 600-1. Country and International Organization Information (Pg 6 of 8) .
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Organization \2 /Other Code UCOM Reg FMS DU
' Central Treaty Organization (CENTO) T3 NR NR
DSCA\DFAS reserved _ -
Airborne Warning and Control System w1 NR NR\3
Department of Defense 00 NR NR
European Participating Group F16 follow on PG NR NR
Expanded IMET (Nonspecific) , 66 NR NR
F-16, Belgium F1 NR NR
F-16, Denmark F2 NR NR
F-16, Netherlands F3 NR NR
F-16, Norway F4 NR NR
FAA Grants — Other S7 NR NR
FAA Sec 607 Sales, Reimbursable
(Delayed Payment) S5. NR NR
FAA Sec 607 Sales, Payment in Advance . Sé6 NR NR
FAA Sec 632 Transactions S4 NR NR
FMF Administration (DFAS use through FY95) 55 NR NR
FMS Agreements (FACTS Data, DSCA) C2 NR NR
General Cost-MAP (GC-MAP) 22 NR NR
MAP Owned Materiel (DSCA Records) M3 NR NR
MAP Property Sales and Disposal (MAPSAD) M2 NR NR
Panama Canal Area Military Schools (PACAMS) 11 SO AR
Seasparrow (Sec 1004, P.L. 98-525) N3 NR NR\3
Special Defense Acquisition Fund (SDAF) D2 NR NR
‘ Intl Civil Def Organization (ICDO) T8 NR NR
NATO ' N2 EU EUR F U
Headquarters Né EU EUR F U
Airborne Early Warning and Control
Operations and Support Budget (O+S) K7 EU EUR F U
Prog Mgt Ofc NAPMO) N1 EU EUR F U
C3 Agency (NC3A) K4 EU EUR F U
NEFMA (historic use only) M1 EU EUR F U
‘HAWK Prod & Log Org (NHPLO) -M6 EU EUR F U
Missile Firing Installation (NAMFI) N9 EU. EUR F U
EF2000 and Tornado Dev, Prod, & Log Mgt
Agency (NETMA) K3 EU EUR F U
Mutual Weapons Dev Prog (MWDP) N8 EU EUR F U
NAMSA-F104 + C-130 K2 EU EUR F U
NAMSA General + Nike N4 EU EUR F U
NAMSA-HAWK N7 EU EUR F U
NAMSA-Weapons - M5 EU EUR F U
Southern Region Signal/Communications M7 EU EUR F U
Supreme Allied Commander, Atlantic (SACLANT) K5 EU EURF U
Supreme HQ, Allied Powers, Europe (SHAPE) A2 EU EUR F U
Organization of African Unity _ A3 NR NR F
Organization of American States (OAS) Al NR NR F T
. ‘ TABLE 600-1. Country and International Organization Information (Pg 7 of 8)
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Organization \2 /Other Code UCOM Reg FMS DU

Regions : ‘
Africa ' R6 EU AFR
American Republic RS SO AR
East Asia and Pacific = ' R4 PA EAP
European R2 EU EUR
Near East and South Asia R3 EU NESA

SE Asia Treaty Organization (céased 24Sep75) T4 NR NR

Trust Territory, Pacific Islands PS PA  EAP
United Nations | T9 NR - NR
International Civil Aviation Org (ICAOQ) T7 NR = NR

Office for the Coordination of UN Humanitarian
and Economic Assistance Programs (UNOCHA) A4 NR NR
Dept of Humanitarian Affairs (UNDHA) A5 NR' NR:

xsBe s B s R o

\l Program is currently restricted or suspended (suspension is noted only if extant for a
prolonged period).

\2 International Treaty Organizations include:
North Atlantic Treaty Organization (NATO) and its agenc1es
Organization of African Unity (OAU)
. Organization of American States (OAS) -
United Nations (UN) and its agencies . : ~.
Intl Commission of Control and Supervision in Vietnam (inactive)
Intl Commission of Control and Supervision in Laos (inactive)

\3 Affiliated with, but not eligible for FMS as part of, NATO. |
\4 EU effective 1 October 1998. CE effective 1 October 1999. NR until effective date.

TABLE 600-1. Country and International Organization Information (Pg 8 of 8)
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@@Section 601 — FMS — Commercial Intertace

60101 GENERAL DoD prefers that countries friendly to the US fill defense requirements with
US origin items. DoD is generally neutral as to whether a country satisfies requirements for US
origin defense articles or services through FMS or on a commercial basis. This section supports
these policies and shows actions to interface FMS and commercial activities.

60102 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-1); international agreement; or a US 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-1, DoDD 2040.2, or DoDD 5120.49. :

60103 DIRECT COMMERCIAL SALES (DCS) PREFERENCE If a request is received by
the IA or DSCA which identifies formal negotiations with one or more foreign countries,
consideration will be given to DSC for the transaction. A copy of the request for a price
quotation from the country must be included. When approved, these preferences will be honored
for one year. Approved DCS preferences should be held within SA organizations and at the item
manager level to allow proper screening of LORs. The process outlined in this section is a best
efforts commitment by DoD. Failure on the part of a DoD component to comply with these
procedures will not invalidate any resultant FMS transaction. Before approving DCS preference
for a specific transaction, the following will be considered:

A. Article or Service Exclusions Automated procedures for supply under CLSSA,
BO,CSP, or other dollar lines do not lend themselves to the manual process through which
commercial preference operates. Also, system packages which may include dollar and defined
lines, are routinely sold. Therefore, items provided on FMS LOA dollar lines and those required
in conjunction with a system sale do not normally qualify for DCS preference.

B. Specific Sale Exclusions For certain countries and when the sale is to be financed with
MAP or FMS funds (see Chap 9), articles or services which may otherwise qualify for DCS
preference must be sold through FMS procedures. FMS for a spec1ﬁc sale may also be mandated
by the Director, DSCA.

C. P&A or LOA Requests Within three weeks of receipt of the LOR, notify the Purchaser
of any DCS preference, using the following text:

“[Company] has advised us that it is actively negotiating with you a program under which
[article or service] is to be provided commercially.

“Although we have no preference as to whether this item is procured through FMS or on a
commercial basis, we do not normally provide price and availability information that could
conflict with information formally requested from commercial firms. If a commercial
transaction is undertaken, the US Government will not be a party to the contract; therefore, all
aspects of contract performance must be between your Government and the company.

“If you do not desire to pursue a commercial purchase, please advise us as to the basis for this
decision.”
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Based on the rationale provided, the IA must determine that commercial activity has ceased,
determine if guidance in 60104 below applies, or seek further guidance from DSCA.

60104 CONCURRENT FMS AND COMMERCIAL NEGOTIATIONS IAs will not
normally engage in foreign government requested FMS-commercial comparison studies.

A. Seeking Comparison Data In certain instances, national policy or specific
circumstances may dictate that both FMS and commercial data must be obtained. The FMS
customer is not precluded from first obtaining FMS data and later determining it should request a
commercial price quote. In such instances, the customer should avoid concurrent FMS and
commercial requests. If it is determined commercial acquisition is desired after FMS data has
been requested, but before receipt of the data, the customer should cancel the LOR prior to
requesting commercial data. When a contractor has been granted commercial preference per
60103 above, commercial data should be obtained and evaluated before FMS data are requested.
If, after evaluating the commercial data, the decision is made to purchase via FMS, the customer
should provide information showing commercial acquisition efforts have ceased and request any
commercial preference be waived in order to meet the requirement.

B. Withdrawal of LOAs Instances may arise where an SA customer received an LOA and
subsequently solicited formal bids from private industry for the same item. Such action does not
automatically require DoD withdrawal of the LOA. Upon receipt of a copy of the bid request
and statement from the contractor that FMS data could jeopardize any commercial program, the
IA should query the country as to its intentions and express a predilection for withdrawing the
LOA in light of the commercial bid request. @@ (Rewritten 4 Dec 1998)
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Section 602 - SAO - Industry SA Relations

- 60201 PURPOSE. This section contains policy and guidelines for SAO assistance to
industry representatives marketing U.S.-produced defense articles or services in the host country.
It also summarizes actions which the commercial marketer can take to help assure success of these
efforts.

60202 SAO GUIDELINES.
A. Individuals marketing U.S. defense products should receive the same courtesies and
support offered to persons marketing any other U.S. product. The principal point of contact for

most U.S. defense industry representatives marketing defense equipment in U.S. missions is
normally the SAQ, rather than the commercial attache.

B. If a country intends to purchase a defense article it is in both the U.S. national security
and economic interests that the purchase be a U.S. product. Consequently, SAOs should support
the marketing efforts of U.S. companies while maintaining strict neutrality between U.S.
competitors. In general and subject to releasability considerations, including export licensing, the
SAOQ should facilitate the flow of information regarding U.S. systems to allow countries to make
acquisition decisions, commercially or through FMS, while avoiding advocacy of a program with a
specific U.S. producer (Also see Paragraph 7.)

C. DSAA is working closely with industry representatives to develop a mutually
supportive relationship. The following guidance for SAOs is designed to supplement that provided
from the State Department and to define the appropriate relationship that the SAOs should have
with representatives of U.S. industry.

1. Providing Country Information. An important function of the SAQ is to be
well informed about, and properly responsive to, U.S. defense industry interests in the host
country. Upon request, and subject to such factors as availability of resources and country
sensitivity to release of specific data, the SAO should be prepared to provide industry
representatives with the following kinds of unclassified information:

a. Data on the defense budget cycle in the host country including the share of
that budget devoted to procurement. Industry representatives may also be made aware of the
country's current FMS and MAP budgets.

b. Information on the national decision making process, both formal and
informal, and on decision makers in the MOD and military services.

c. Information on the national procurement process, to include bidding
procedures, legal or policy impediments to procurement from U.S. sources, and other information
needed for the American commercial competitor to deal effectively with the country.

d. Estimates as to the kind of equipment the country currently needs to fill
defense requirements and that it is likely to need in the future, as well as procurement plans for this
equipment as known and appropriate to reveal.

e. Information as to the marketing efforts of foreign competitors.

f.  Information on the major in-country defense firms and their products. This

can assist U.S. firms when trying to identify possible subcontract support services needed or for
exploring teaming, licensing, or other cooperative arrangements.
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In providing this information the SAO should attempt to draw on any expertise resident in the
Embassy. As an example, it might be useful for industry representatives to be aware of the overall
financial position of the country, any International Monetary Fund (IMF) controls/restrictions on
credit, and the relationship between the MOD and other branches of the government. This might
mean drawing on the expertise of the Commercial, Economic, or Political Officers in the Embassy.

2. Reciprocal Procurement Agreements. The countries that have entered into
reciprocal procurement agreements with the DOD (covering mutual cooperation in R&D,
production, procurement, and logistics) have agreed to provide equal access by each party to the
defense market of the other. Based on these agreements, SAOs should have a working knowledge
of the host country's acquisition system and, in conjunction with the Embassy Commercial
Attache, have a process for obtaining advance procurement information on bid solicitations which
is simultaneous with the bid solicitations provided to in-country suppliers. The information on the
reciprocal agreement and on the host country's defense solicitations should be provided to
appropriate U.S. industry representatives. The exchange of information between the SAO and the
industry representative can be used to monitor host country compliance with the reciprocal
agreement. If it is suspected that U.S. companies are not being provided equal access to the
defense market of the host country or if U.S. industry representatives can provide information
which indicates that the agreement is not being honored, the SAO should work with the Embassy
Commercial Attache to resolve the issue as well as advise the host country procurement officials
and appropriate OSD activities.

3. Appointments. The SAO should assist industry representatives with visit
appointments elsewhere in the Embassy and, as time and circumstances permit, facilitate
appointments in the host country MOD and services. This will normally be accomplished by
advising industry representatives of the proper country individuals/offices to contact. In order to
avoid the impression of SAO endorsement of a given item or service, making calls for
appointments with country officials will normally be done by the industry representatives involved
in a marketing effort, unless the host country prefers to deal with SAOs for appointments and the
SAO concurs with the approach. If requested by the industry representatives and the host
government, the SAO may sit in on key meetings to help assess defense requirements and the
extent of U.S. industries' ability to meet those requirements.

4. U.S., Competitors. Unlike most other countries that sell defense equipment,
the U.S. is likely to have more than one producer of any given weapons system. An SAO
obviously should maintain neutrality between such competitors. When more than one U.S.
competitor is involved, the SAO should still be able to explain to host country personnel why the
purchase of a U.S. system would be to the country's advantage. If asked by a representative of
one U.S. company, the SAO can acknowledge whether and when other U.S. vendors have come
through the country, but he should not divulge any marketing strategy or other proprietary
information of any U.S. competitor. In cases where is it clear that there is only one U.S. source or
producer marketing a system, the SAO may endorse a specific American product to the host
government. If it has not already been communicated to the SAO that a specific product or-
capability is to be supported, the SAO may inquire from DSAA whether DOD can actively
participate in supporting a specific sale.

5. Commercial Versus FMS Sales.

a. DOD policy is that it generally has no preference as to whether a foreign
country fills its valid defense needs through FMS or commercial channels. Moreover, DOD policy
provides that DOD should try to accommodate a U.S. contractor preference for direct sales if such
a preference is indicated by the contractor, unless the host country requests to make the purchase
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through FMS. DOD policy also provides that price quotes will not normally be provided for
comparison of FMS with direct sales.

b. A particular concern of industry is that SAOs may be requested to provide
pricing data on an informal basis, and that the planning data provided may be unfavorable to a
commercial sale because the data does not reflect a considered response prepared by a MILDEP
procurement activity. All inquiries on pricing should be referred back to the appropriate MILDEP
and/or DSAA in accordance with the procedures elsewhere in this manual. This is the only way to
assure that an SAO response will provide the most accurate P& A data possible. Even then it will
be noted that a particular sale, either FMS or commercial, may include marked differences in
delivery schedules, equipment modifications, spare parts, and training packages, and the recipient
should exercise considerable cayfion in comparing FMS and commercial data.

¢.  The SAO should endeavor to be of assistance to a broad spectrum of U.S. .

defense industry marketing efforts. The SAO should endeavor to see that defense industry
representatives marketing less complex, less expensive equipment receive attention just as do
representatives marketing more sophisticated equipment. It is not uncommon for various levels of
any Embassy to be involved in promoting particularly large sales of American equipment. While
smaller vendors cannot expect this level of support, they should receive as much attention from the
SAO and the mission staff as time and the specific case permits. .

6. Follow-Up. The SAO should encourage visiting U.S. contractors to debrief
him and other relevant members of the mission staff on their experiences in country. The SAO
should also be prepared to respond to possible follow-up inquiries from industry representatives
with respect to any reactions from host country officials or subsequent marketing efforts by foreign
competitors. Embassy staff may also be alerted by the SAO about obtaining reactions from the
host country officials and passing these on to industry representatives.

7. Exceptional Circumstances. It is reaffirmed that, in general, industry
representatives are to receive assistance for defense materiel or service marketing efforts when
requested. In the unusual event that assistance is requested but, in the judgement of the SAO,
marketing efforts do not coincide with overall U.S. defense interests (e.g., the product is wrong
for the country), or have potential for damaging U.S. credibility and relations with the country,
SAO concerns should be relayed to the appropriate MILDEP and/or DSAA along with a request for
instructions on how to proceed.

2 IDE
This subsection is directed toward representatives of U.S. industry. It is included as information
in recognition of overlapping DOD and commercial interests in the area of defense salesiand as a
courtesy to the commercial organizations which purchase and use this manual as a reference
document in their marketing efforts. It shows actions which U.S. commercial marketers may take
which, when working with SAOs, will support U.S. interests while improving the opportunities
for marketing success.

A. Background.

1. It is the mutual responsibility of the USG and U.S. industry to understand the
merits of transferring U.S. military items and services in furtherance of U.S. objectives, including
enhancement of U.S. defenses through support to friendly countries. It is to the advantage of both
parties to build these defenses through both FMS and commercial channels and, in the process, to
support U.S. policy and foster U.S. trade.
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2. Inorder to carry defense marketing efforts out effectively, a working knowlcdgc
of the major differences between FMS and direct commercial sales should be helpful. A DOD
booklet, A Comparison of Direct Commercial Sales and Foreign Military Sales for the Acquisition
of U.S. Defense Articles and,Services, as well as other DOD publications pertaining to security
assistance, are available from the Defense Institute of Security Assistance Management
(DISAM/DIR), Building 125, Area B, Wright-Patterson Air Force Base, OH 45433-5000;
telephone (513) 255-2994/3669.

‘B.  SAO-Host Country-Industry Interface. Representatives of U.S. industry
should take into consideration that SAOs are responsible for long-term mutually beneficial
relationships_between the U.S. and host countries. This "honest broker" role has, as one
important aspect, the need to stress maximum defensive capability within available resources. This
and other factors are weighed by SAOs, who give their overall mission precedence over the
benefits of a specific prospective sale.

C. Contacts with Country Representatives. When dealing with international
customers for the first time, it will be found that ethics, customs, policies, and laws sometimes
vary from those which are accepted or in force in the United States. It is important to become
aware of these distinctions before consequential problems develop; therefore, industry
representatives should familiarize themselves with U.S. laws which have a bearing on the conduct
of international business.

D. Quality of Products and Support.

1. Industry representatives should be knowledgeable and forthnght concerning
follow-on support arrangements and should assist customer countries in using the available
logistics infrastructure to operate and maintain marketed equipment. This is especially important in
less developed countries.

2. Inany direct sale, but particularly those for items which are not in the DOD
inventory, industry should make every effort to provide a total package, including concurrent and
follow-on spare parts, special tools, publications, training, and a repair and return program.

3. Quality control and customer service should be carried to delivery and acceptance
since small nations often have great difficulty in correcting even minor problems.

E. Administration Actions. Thirty days in advance of initial visits, defense industry
representatives should provide SAOs:

1. A synopsis of equipment and services prdposed for sale.
2. Current export license information, including restrictions and provisos.
3. Dates of planned in-country travel.

4. Non-proprietary information already provided to the host country, or other
contacts concerning this equipment or service. .

5.  Specific support (briefings, appointments) rcquestcd

In order to help insure program continuity, industry representatives should also backbrief SAOs
before departure.
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SECTION 603 - SALE OF GFE, GFM, AND RELATED SERVICES . |

o

60301 PURPOSE. This provides guidance to execute authority in AECA Sec 30 to sell to US
companies defense articles and defense services (items) in connection with proposed direct
commercial exports pursuant to the ITAR. This section is based on the legislative history of
AECA Sec 30 and constitutes the consistent legal interpretation of its authority and limitations.

© 60302 _GENERAL.

A. 1A Execution. The IA shall execute the functions conferred by AECA Sec 30 and may
redelegate the authority not below the level of the commanding officer or head of a contracting
activity of the 1A responsible for acquisition of the applicable end item.

B. Records and Reporting. A central IA record will be maintained showing the
purchaser, item being sold, source (stock, DoD production, or procurement), cost estimate or (if
delivered) billed price, end item (if applicable), ultimate recipient (country or international
organization), and export license number and date or other DoS approval. Informatlon from this
record will be provided to DSAA upon request.

C. Authorized Items. Items shall not be sold if they are available to the purchaser
directly from US commercial sources at such times as may be required to meet the delivery
schedule. Sales may be authorized for:

1. Articles of a type approved for FMS, which have been or would be supplied as
GFE or GFM in connection with DoD procurement of the end items, including concurrent or
follow-on support, and where the sale would simplify and expedite the direct commercial sale
involved. End items in this context means the end product of the commercial program, such as a
tank, ship, or plane, a combination of such items, or a mix of SME and non-SME, with or
without services, that form the program.

2. Services, such as transportation, installation, testing, or certification, which are directly
associated with the sale. They may be performed only in the US in support of the sale of defense
articles. Services alone may not be provided.

D. Authorized Purchasers. Sales may be authorized to a company incorporated in the
US when one of the following applies:

1. The company is an existing end item prime contractor as defined in this paragraph,
with an approved license under the ITAR, under which contract final assembly or manufacture of
the end item will take place in the US. The license must provide for inclusion of GFE or GFM in
the end item which is furnished for use of the armed forces of a specific country or international
organization. The licensee shall identify the end item which has been or will be exported, and
the ultimate recipient. For this purpose, existing prime contractors include contractors with a
DoD contract or those known to be qualified. or those considered by the commanding officer of
the 1A procuring activity to be a responsible contractor, and which are not debarred, ineligible. or .
suspended for defense procurement or sales contracts or for export or import violations.

2. In the case of ammunition components, a known manufacturer, assembler, or
developer that is (1) a US subcontractor (at any tier) to an authorized purchaser as defined in
paragraph 1. or (2) a US contractor or US subcontractor with a foreign company that is supplying
items 10 a friendly foreign government or international organization, provided in both (1) and (2)
that the end items incorporating the ammunition components must be delivered directly to the
friendly foreign government or international organization.
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60303 PRIORITIES AND ALLOCATIONS

A. Sales from Stock. Unless approved by USD(P) in coordination with ASD(P&L) sales
are not authorized if they result in stockage dropping below the reorder point. See section 80203
concerning adverse impact on combat readiness.

B. Acquisition. When procurement or manufacture in Government-owned facilities is
required. the IA shall determine whether a sale will be concluded. In determining production
priorities, the 1A shall consider existing requirements and schedule manufacture, allocation, and
delivery, normally on a first-in, first-out basis, guided by DoDD 4410.6 and related assignments
of FADs by JCS. Questions of priority between two or more competing foreign requirements
will be resolved by the Director, DSAA.

60304 FINANCIAL MATTERS

A. Charges and Payments. Prices, accountability,-and disposition of collections shall be
in accordance with DoD 7220.9-M. Administrative surcharges and accessorial charges will be
accountable as, and no less than, corresponding FMS charges. Sales shall be in cash, with
payment upon signature of the sales agreement by the USG and US company representatives.

Payment, in US dollars, shall precede procurement or production action or, in cases of stock
-sales, delivery. -

B. Planning Data. To allow planning and marketing, IAs are authorized to provide cost
and delivery data to authorized potential purchasers in advance of execution of a sales agreement.
Although efforts shall be made to provide accurate data, such data will be identified as estimates
which are not binding on the USG.

C. Full Cost Recoupment. Funds obligated for a reimbursable procurement, or internal
production of articles or provision of services, may not exceed the cash received from an
authorized purchaser. If there is an increase in the cost, the purchaser shall be required to make
additional cash payment to fund the costs, plus applicable surcharges, when such increase is
known. The cash received must be sufficient to fund the replacement cost of articles shipped
from DoD stocks.

60305 SALES AGREEMENT The sales agreement shall be approved by the appropriate [A

General Counsel, or designee, prior to signature by the USG representatwe It vnl] include the
following: Co

A. Company identity, items and quantity being sold. estimated availability, source,
estimated price, and end item application (if applicable), end item purchaser (country or
international organization). The number and date of the munmons export license, or.other DoS
approval. are also required.

B. Provisions that the USG---

1. Retains the right to cancel in whole or in part or to suspend performance at any time
under unusual or compelling circumstances if the national interest so requires.

2. Provides no warranty or guaranlee either expressed or implied, regarding the item
being sold. :

3. Shall provide best efforts to comply with the deliv ery leadnme cited, but will incur no
liability for failure to meet an indicated delivery schedule

H
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4. Shall use its best efforts to deliver at the estimated price, but that the purchaser is
obligated 1o reimbursec the USG for the total cost if it is greater than that price.

C. The sales agreement shall also provide that--

I. The item sold to a US company may be used only for incorporation into end items (or
as concurrent or follow-on support in conjunction with a sale of the end item) for export under an
approved export license and may not be used for other purposes.

2. The purchaser renounces all claims against the USG, its officers. agents, and employees
arising out of or incident to this agreement. whether concerning injury to or death of personnel.
damage to or destruction of property, or other matters, and will indemnify and hold harmless the

USQG. its officers, agents. and employees against any such claims of third parties and any loss or -

damage to USG property.

3. The US company agrees to provide for protection of classified information and will

require the agreement with the foreign government to provide for protection of US classified
information.

4. The purchaser is responsible for any insurance desired and, when applicable, export
customs clearance.

5. The purchaser is required to reimburse the USG for all costs incurred by the USG if the
purchase agreement is canceled by the purchaser before item delivery.

6. Delivery will be FOB point of origin. The purchaser must arrange for CONUS

transportation (except for sensitive or hazardous cargo, which normally shall be shipped via
DTS).

7. Payment terms.

a. Sales of articles from stock. Total payment is required in advance for the full cost
of any USG shipment.

b. Sales of articles or services from procurement, or sales of services from resources
on hand. Payment will normally be cash payable in full at the time the agreement is signed.
Based on Purchaser request, a payment schedule may be considered when full funding will not
be immediately required. When requested by the Purchaser, the 1A, in coordination with the
contracting officer, may negotiate a payment schedule which complies with SAMM paragraphs.
60304.A and C. Funds must be available prior to USG entering into a contract. submitting. a
MIPR, or making other obligations. Payment will be equal to the full cost of the obligations plus
reasonable uncertainties, such as costs which could be incurred should it become necessary to
prematurely terminate the Sales Agreement.
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CHAPTER SEVEN
PREPARATION AND PROCESSING OF FMS CASES

ECTI - GENERA RMATION, FMS AGREEME

70001 PURPOSE. The purpose of this section is to provide background, definitions and
policy which apply to FMS Agreements.

20002 BACKGROUND/DEFINITIONS.

A. Types of Requests. FMS customers may request P&A data (for preliminary
planmng) or an LOA (when plans to purchase defense articles or services are relatively firm). All
requests, no matter how informal, must be consistent with the provisions for processing these
data.

1. P&A Data. Price and Availability estimates reflect rough order magnitude data,
provided for planning purposes, showing projected availabilities and estimated costs for defense
articles or services. P&A will normally be provided within 45 days of receipt of the LOR. P&A
data are not normally valid for use in preparation of an LOA. To avoid confusion, the term P&A
should not be used in reference to data developed for completxon of an LOA, this should be
referred to as LOA data.

a. DoD components should ensure that P&A is sufﬁcicntly accurate for planning,
although not necessarily for budgeting, purposes. For MDE, the cognizant DoD component must
assure that approval from DSAA has been received for release. When DSAA approval is provided
within five working days of receipt of the request, unless otherwise advised, no further staffing
with DSAA is required.

b. Data should not be released without reasonable assurance that an LOA, if
requested, would be provided; i.e., the DoD component can recommend release and any further
clearances needed, such as Congressional notification or disclosure approval, are obtainable.

¢. P&A data for systems will normally reflect the incorporation of standard US
subsystems.

(1) In exceptional cases, when requested and justified by the prospective
purchasing government and approved by DSAA, P&A data for one or more non-standard
subsystems may also be provided, either in lieu of or in conjunction with data for the standard US
subsystem. A description of the performance characteristics of the desired non-standard
subsystem(s) and supporting justification should accompany the Purchaser’s P&A request.

(2) If an IA believes it should modify contractor-furnished data for the non-
standard subsystem(s), the IA, when time permits, should expeditiously notify the contractor of
the proposed modification, and contractor comments should be considered prior to the issuance of
the data. If warranted, significant differences should be rcconcﬂed

2. LOA. The Letter of Offer and Acceptance is the authorized document for use by the
USG to offer to sell defense articles and defense services to a foreign country or international
organization. The IA will forward LOAs for DSAA countersignature no later than 60 days after
receipt of a complete request.
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3. LOI. Letters of Intent are used on an exceptional basis to authorize expenditures for
a relatively small portion of a major LOA which has not yet been implemented. Examples of use
might include early purchase of castings or start of training to allow a program to proceed on
schedule. Since LOIs entail a risk that the program of which they are part may not proceed, LOIs
should be used only when clearly required to allow a program to proceed on schedule and within
the projected cost.

B. Categories of Items and Services.

1. Qg&n&Aﬂxﬂgs_anﬂ_m&n&Smm Categories of defense articles and
services are identified in the International Traffic in Arms Regulations (ITAR), Part 121, "Arms,
Ammunition and Implements of War." Items thus identified constitute the United States Munitions
List (Reference Table 202-1). The import and export of such items is under the control of the
Office of Defense Trade Controls, Bureau of Politico-Military Affairs, DoS. The munitions list is
not all inclusive nor are FMS limited solely to those items.

a. SME. Articles in those defense articles and services on the US Munitions List
which are preceded by an asterisk are referred to as SME.

b. MDE. A US defense article is considered to be an item of major defense
equipment when it is identified as SME on the USML and when the USG has incurred either a
nonrecurring research and development cost for the item of more than $50 million or the item has
had a total production cost of more than $200 million. These dollar thresholds encompass all
expenditures to date, including both US military services and security assistance requirements.
Each DoD component is responsible for identification of MDE items under its cognizance, and for
notification of MDE items to DSAA. DoD components will notify DSAA of applicable MDE items
by providing information cited in Table 700-1. Once identified as MDE, the item is then recorded
on the Major Defense Equipment List (MDEL), which designates equipment for special scrutiny
when considered for sale to foreign governments either through foreign military sales or
commercial sales channels. See Table 700-6 for the current MDEL.

C. Standard FMS Cases. Standard FMS cases are Defined Order, Blanket Order, and
CLSSA. These cases generally allow DoD to provide to FMS Purchasers the same kinds of
defense articles and services used by US forces. Defined Order and Blanket Order cases are also
routinely used to provide hardware or services to support commercial end items, obsolete end
items (including end items which have undergone system support buy outs), and selected non-US
origin military equipment.

1. Defined Order Cases. Most commonly used for sale of items requiring item-by-
item trade security control throughout the sales process, items to be provided are stated explicitly
on the LOA based on an LOA data study. SME, including MDE, and the related initial support
package; explosives, including munitions; specific services; and TDPs are typical of items provided
under these cases. Orders are normally placed by the IA following LOA implementation and,
unless the IA (ICP head for secondary items) approves issue from stock, customer requirements
~ are filled from DoD procurement.

2. Blanket Order Cases. Used for sale of relatively minor, non-SME, items which
do not require intensive by-item control, to avoid the need for numerous defined line LOAs and
thus reduce administrative burden and order leadtime. LOAs for these cases reflect categories
(normally to support one or more end items) with no definitive listing of items or quantities. Scope
is limited to described item categories and the Purchaser-furnished LOA dollar value. The
‘Purchaser normally submits requisitions following LOA implementation as requirements occur

*%

and, unless the IA, normally at ICP head level, approves issue from stock, requisitions are filled

from DoD procurement.
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!

a. Examples of types of non-SME items which lend themselves to BO LOAs
include: Spare and repair parts (consumables and reparables); publications (forms, catalog data,
manuals, stock lists, reports. books, maps); support equipment (tools, test equipment); supplies
(fuel, personnel items, commercial consumable items); maintenance (repair, rebuild, minor
modifications or alterations); technical assistance (specialist advice or actions, site survey teams,
system integration, item checkout, systems evaluation, study groups to develop engineering
requirement plans, technical assistance teams); training (formal or informal); and training aids.

b. Classified materiel (Air Force has been granted an exception); SME, including
MDE (Table 700-6) and the related initial support item package; commercial items more readily
provided from in-country (e.g., lumber, sand, gravel, household goods); TDPs; and ozone
depleting substances (ODS) will not be provided through a BO LOA.

3. Cooperative Logistics Supply Support Arrangements. CLSSAs provide, under
Foreign Military Sales Order I and Il LOAs, for FMS pre-stockage, storage, and consumption for
DoD-stocked non-SME items which will be needed by the Purchaser on a recurring basis.
Weapon system WCF-managed repair parts are typical of items included. CLSSAs are not to be
used for initial provisioning of repair parts. CLSSA LOAs reflect support for end items with no
definitive listing of items or quantities, although items and quantities may be negotiated with the
Purchaser as part of the CLSSA management process. Scope is limited by the LOA description
of end items to be supported and dollar values of the FMSOs I and II which make up each
CLSSA. FMSO I and II dollar values are based on the cost of forecasted requirements for the
anticipated period of support.  The Purchaser submits requisitions following LOA
implementation as requirements occur. Also see 80202.

a. FMSO I LOAs provide for purchase and sustainment of an equity in DoD
inventory and pipeline, normally equal to 17 months projected recurring demand. Following
receipt of adequate stocks for sustained fill of incoming requisitions (i.e., FMSO I maturity), the

"FMSO I normally provides for 5 months on hand (FMSO 1A) and 12 months on order (FMSO

1B). The DoD components use this equity investment (capitalization) to procure additional
stocks of secondary items, in preparation for Purchaser stock withdrawals.

b. FMSO II complements the FMSO I FMS case and allows the Purchaser to
withdraw stocks from DoD inventories and deposit funds for routine FMSO I replenishment.
Unless item stock levels are adequate to support all customers, FMSO II case requisitions
received prior to receipt of augmentation stock are normally placed on backorder pending
maturity of the FMSO I. As augmentation stocks become available, requisitions received under
the FMSO Il can be filled from stock. Requisitions received for materiel valued in excess of
FMSO I investments will normally be treated as BO case requisitions.

c. For items to be supplied by DLA, the IA shall submit to DLA requirements

~ information and the appropriate funds as soon as possnble after signing of a new arrangement, or

when an arrangement is revised.

d. When items subject to CLSSA augmentation are transferred from one DoD
component to another, CLSSA program data and funds will be provxded to the receiving
component, as mutually agreed, during the transfer process.

e.  Performance standards and measurement records shall be maintained by the
DoD Components, including DLA, in such a manner that overall effectiveness for supplies
provided under CLSSAs can be determined and compared with like US forces in a timely and
efficient manner. The standards to be used are to be the same as those used for US forces.
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f. Demand records shall be reviewed before excess materiel is transferred or
declared surplus. If stockage of excess items resulted from CLSSA requirements, Purchasers

shall be notified, in a timely manner, of their liability, along with a request for disposition
instructions.

g.  When a requirement exists to terminate a CLSSA, action shall be taken to
ensure close-out is completed within six months. The IA, in coordination with other appropriate
DoD components, including managers of items included in the CLSSA, will identify to
customers their pro-rata share, in either quantities or dollar value, of stocks on hand and on order,
above the level of DoD requirements, that are applicable to weapon systems and equxpmem
being supported. '

" 4. Non-Standard Support. This includes hardware or services required to support
commercial end items; support of obsolete end items, including end items which have undergone
system support buy outs; and to support selected non-US 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
US programs should be coordinated with DSAA.

70003 PROCEDURES.

. A. LOR. An eligible foreign country or international organization which desires P&A
data or an LOA from the USG conveys that desire to the US 00vemment inan LOR.

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

a. The LOR must specify what is desired. For BO LOAs, the recjuired level of
funding must be provided.

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

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

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

e. LORs transmitted by US embassies or SAOs should, when possible, refer to
the country letter or message requesting data. This can then be referenced in the LOA or other
US response.

2. Channels of Submission of LOR. DoS has statutory responsibility'for approving
requests for FMS. DoS has established the following procedures for the submission of requests:

a. SME. Requests for SME, which originate in country, should be transmitted

by the US Embassy sy (rather than by the SAO or similar military element of the Embassy) and
should be addressed to the cognizant DoD component (see Paragraph 70105.N) with an
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information copy to the Bureau of Political-Military Affairs, Department of State (SecState-PM)
and the Office of the Secretary of Defense, Defense Security Assistance Agency
(SecDef/DSAA), and the UCOM. Requests regarding SME which originate with Purchaser
country representatives in the US should also be addressed to the cognizant DoD component with
an information copy to the Bureau of Political-Military Affairs and DSAA. For MDE items, the
cognizant DoD component will provide the applicable unified command and SAO with a copy or
details of the Purchaser's request. as appropriate. The following must be addressed in
transmission of the request by the US Embassy:

(1) The reason the nation desires the articles or services.

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

(3) The anticipated reactions of neighboring nations.

(4) The ability of the Purchaser to operate, maintain, and suppbrt the article.
Training required either in-country or in the US and the possible impact of any in-country US
presence that might be required as a result of providing the article.

(5) The source of financing and the economic impact of the proposed acquisi-
tion.

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

(7) Whether the US Government should approve transfer of the article and
reasons therefore.

b. Non-SME (All other FMS). Requests for P&A or an LOA which originate
in the Purchaser's country should be.transmitted either by the customer country's authorized
representative or the DoD element of the US country team directly to the cognizant DoD
component (see Paragraph 70105.N), with an information copy to the UCOM, Bureau of
Political-Military Affairs, DoS, and DSAA. Requests originated by foreign representatives of
the customer country in the US should be sent directly to the cognizant DoD component with an
information copy to the Bureau of Political-Military Affairs, DoS, and DSAA.

¢. Exceptions.

(1) Direct Submission_to State or DSAA. In exceptional circumstances
requests for P&A and LOAs may be submitted directly to the Bureau of Political-Military
Affairs, DoS, and DSAA. Such submission should be used only when the US embassy in-
country or the Purchaser's representative in the US believes that the request is sensitive enough to
require a higher level policy determination.

(2) Requirement for Copies Furnished. DoD components receiving
requests for P&A or an LOA will assure that the Department of State and DSAA are on
distribution for copies of the Purchaser's request. If copies have not been furnished, immediate
action is required to furnish the copies. Further, for MDE requests received from the Purchaser's

representative in the US. the DoD component will provide the UCOM and SAO with a copy or
details of the Purchaser's request, as appropriate.
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(3) Unknown Implementing Agency. When the LOA IA cannot be readily
determined by the Purchaser or the SAO/US embassy, the P&A or LOA request should be
submitted to SecState/PM and SecDef/DSAA for further dissemination.

d. DSAA and State Department Approval. Based upon receipt of the
information copy of the P& A or LOA request, DSAA and DoS will, within five working days,
initiate the necessary coordination to determine if the request is approved, disapproved, or if
further correspondence by the DoD component with the requestor should be suspended until
completion of the required coordination. For MDE items, DSAA will immediately advise the IA
of the initial approval or if difficulties are foreseen. For any MDE or non-MDE request that is
not approved, DSAA will immediately advise the 1A to stop further processing on the Purchaser's
request, the rationale for the decision, and of the further actions required with regard to a
response to the Purchaser. In the absence of such notification by DSAA, all requests will be

processed for DSAA final coordination and countersignature in accordance with Paragraphs
70103.G. and 70103.H.

e. IA Disapproval Recommendation. In the event the IA recommends that the
Purchaser's request be disapproved, the DSAA Operations Directorate will be notified. DSAA
will coordinate the disapproval with the DoS Bureau of Political-Military Affairs.

f. OT&E Incomplete. The IA will refer any LOR to DSAA before responding
to a request for any MDE item that has not completed Operational Testing and Evaluation. LOA
or P&A data will not be released pending approval by DSAA. A note, discussed further in
Section 701, will be included in the P&A correspondence or on the LOA.

g. Integration of Non-US Subsystems. Requests for integration or certification
services for installation of non-US subsystems will be assessed carefully and coordinated with
DSAA Weapons Systems Division prior to development of P& A or an LOA.

B. Responses to Letters of Request.

I. General. Normally, when preliminary data are required by a foreign country or

international organization for planmng or in anticipation of a purchase under FMS, P&A data
wxll be provided.

2. Discussions with Foreign Governments and International Organizations.
Economic, production, and budget uncertainties all contribute to DoD component difficulties in
making accurate cost and delivery estimates. The large volume of P&A estimates which are
processed also increases the likelihood of human error. In any event the utmost discretion must
be exercised by members of the country team or other US officials in discussion of P&A data
with foreign government or international organization officials. Only specific data approved and
provided by the DoD component or the DSAA should be used.

3. Format for P&A Data. P&A data will not be used to develop an LOA. The
following format must be used in responding to a request for P& A data. List the:

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

b.  Ancillary support equipment which is necessary for the operatxon and mamte-
nance of the system requested and include the estimated cost.
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c. Estimated dollar value of ILS element items in addition to those in
subparagraph (b) above which are necessary to support the system; e.g., training and
publications.

d. Estimated accessorial charges.

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

f. Estimated availability of the articles or services.

g. Key assumptions used in developing the data, for example:

(1) Standard DoD component factors were used in developing the ancillary
equipment or ILS elements necessary to support the quantity of items requested.

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

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

(1) Current contract for this item expires on (indicate date) and an LOA must
be accepted by (indicate date) so that options can be added to the current contract.

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

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

i.  Validity: The above information is not valid for purposes of prepariné an
LOA and may not be adequate for budgetary purposes. It is planning information for review

purposes only, to assist in your government's determination of the feasibility of requesting an
LOA.

4. P&A Estimates are not Commitments. All responses for P& A data will include
the following note: “If the Government of (insert the appropriate foreign country) is interested in
pursuing this potential purchase, it must request a Letter of Offer and Acceptance.”

5. Agents 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. LOA. The LOA will not be used to provide P&A data.

a. Purpose. The LOA (Table 701-1) will be used for all FMS of defense articles
and services and sales of design and construction services.

b. Periods of Effectiveness. The LOA will itemize the defense articles and
services offered, and when executed becomes an official tender by the USG. An accepted LOA
is effective until all articles offered are delivered and all services completed. BO LOAs remain

in effect until the Purchaser has requisitioned articles or services up to funds available on the
LOA (also see Section 130503).

700-7 Change No. 8, 1 April 1998



DOD 5105.38-M
7008.B.1.c.

c. Acceptance. Signing of the LOA by the designated foreign official, together
with applicable funding, constitutes the agreement of the Purchaser and constitutes a contractual
commitment between the US and foreign govemment or international organization.

7. Response to Requests which Involve Less than EOQQ. 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:

a. Whether the contractor would be willing to provide the quantity requested
under separate procurement, and if so at what price and availability date, and

b. Whether a USG procurement is planned for the near future, the anticipated
price of such procurement and the anticipated delay if the requirement were held pending such
procurement in conjunction with USG procurement. All such responses to a foreign country or
international organization must be coordinated with DSAA Regional Directorate.

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

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

b. Notification of class cancellations for previously approved quotas.
c. Quota requests which cannot be accommodated within the desired timeframe.

d. Courses where annual foreign participation is restricted to those invited by
chiefs of services. '

C; Coordination of Requests for P&A or an LOA.

1.  The Director, Joint Staff, OJCS and the OUSD(A&T) must be advised by DSAA,

utilizing the format at Table 700-2, of all new requests for P&A or an LOA which meet the
following criteria:

_ a. Coproduction or licensing agreements for MDE: as defined in paragraph
70002.B.1.(b). - i

b.  All other requests for MDE which are expected to result in a notification to the
Congress or those determined by the Director, DSAA Operations to be of a sensitive nature.
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2. Only the OUSD(A&T) must be advised when LORs are received for which
operational testing and evaluation are incomplete.

3. The receipt of the information copy by DSAA of the P&A or LOA request required
by paragraph 70003.A.2. will be the basis for the above notifications.

[Note: All requests for information, no matter how informal the request, e.g., oral, letter, or
message, are considered to be P&A requests and require the same channels of submission as
outlined in paragraph 70003.A.2.]

D. Letter of Intent (LOI) Procedures. The LO! and amendment formats in Tables 700-3,
700-4, and 700-5 are designed to finance procurement of items prior to acceptance of an LOA by

the purchasing country. “Items" in this context are extracts from LOA line items, and not
necessarily items of hardware.

1. Limitation of Cost or Funds. Cost-reimbursement contracts awarded to
implement an LOI must include a Limitation of Cost or Funds clause (FAR 52.232-20, 52.232-

21, and 52-232.22). The clause may be deleted by contract amendment after the Purchaser's
acceptance of the LOA.

2. Sec 36(b), AECA Applicability. When the parent LOA requires Sec 36(b) AECA
reporting, the LOI must be approved by the Director, DSAA. If the LOI data fall within
parameters for Sec 36(b) reporting, such reporting must be completed in the same manner as
would be accomplished for an LOA, and prior to any LOI implementing action.

3. IA Signature and DSAA_Approval. DSAA countersignature is required
following IA signature and prior to submission of an LOI to the Purchaser and before
implementation of an LOI amendment. If Congressional notification must be completed before
the LOA can be issued, the following note will be added to the LOI: "It is understood that
United States law requires that the United States Congress must be afforded a formal opportunity
to review the proposed sale before the sales offer may be issued to the Purchaser and that a law
may be enacted to prohibit such issuance. The Purchaser shall bear the risk that the offer may
not be issued for reasons such as enactment of a prohibition."

4. LOI Preparation. Deviations from the format in Table 700-4 are not authorized.
Deviations from the format in Table 700-3 may be recommended to DSAA, but should be
carefully justified and kept to a minimum. The LOI uses the same designator as the parent LOA.
Items to be provided should include the line item number and line (including MASL) data from
the LOA. Terms of payment and payment schedule information should be included in the

defense articles and services field. If available space is inadequate, an attachment should be
used. )

5. LOI Amendment. Amendments, in Table 700-5 format, are processed as country
requests, reviewed, approved and signed by the LOA IA, and recommended to DSAA for
countersignature. "Acceptance” occurs upon DSAA countersignature and completion of any
changes in the LOI financial arrangements. A copy of the basic LOI and any previous:
amendment(s) must accompany each LOI Amendment recommended for countersignature.
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TABLE 700-1. Recoupment of Nonrecurring Costs on Sales of
- Major Defense Equipment (MDE).
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MEMORANDUM FOR THE CHAIRMAN, JOiNT CHIEFS OF STAFF

OFFICE OF THE UNDER SECRETARY OF DEFENSE -
(ACQUISITION AND TECHNOLOGY)
INTERNATIONAL AND COMMERCIAL PROGRAMS

SUBJECT: Security Assistance Request [Country or International Organization}(*)

* The attached request from [Country or International Organization] for
{Identification of Articles] which is identified as MDE or is considered to be of a sensitive

nature has been received by this Agency.

(*) [Insert additional information, if required].

(*) Request that you review the Government of [Country] request. Comments should be
provided by [Normally 15 days from date of this memo]. My point of contact for this action
is [Name, office symbol, and phone number of DSAA contact]. :

(Space for signature by-Director '
or Deputy Director. DSAA)

Attachment([s]
as stated

Copy furnished:
OASD(ISA)
0OIJCS. Director, J-5
ADUSD(P)-PS
DTSA(PD/AC&PA), viaroom 4B687
DoS (PM/ATEC)
Applicable SAO
Applicable DoD Component
Applicable Unified Command

*Memoranda will be classified if applicable.

TABLE 700-2, Memorandum — Security Assistance Request ok ‘
-for MDE or Sensitive Articles.
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Purchaser name and address
UNITED STATES DEPARTMENT OF DEFENSE

LETTER OF INTENT * [self-explanatory]

. *

Purchaser’s reference LOA ldentifier

A The Government of *, acting through its Ministry of Defense (hereafter referred to as the Purchaser)
hereby declares its firm intent to procure, under United States Arms Export Control Act (AECA) procedures,
from the Government of the United States (USG), items pertaining to the following:

*{use line item numbers and line data from the LOA. Include terms of payment and LOA dependable undertaking
payment schedule.]

B Standard Terms and Conditions - United States (US) Department of Defense (DoD) Letter of Intent
(LOI), attached, are hereby made part of this agreement. In order to permit the USG to proceed immediately
with the purchase described herein and to cover associated administrative expenses, the US DoD is herewith
authorized to incur obligations and expend up to the sum of $ * (which includes estimated administrative and
termination costs) on a Foreign Military Sales dependable undertaking basis, to be exceeded only in the event
of a decision by either a Court or' Board which increases the contractor’s entitlement.

[Use the applicable section C version shown below. The first version is to be used when the LOA has not yet been
provided to the Purchaser. The second is to be used when the LOA has been issued to the Purchaser.]

C It is understood that the US Department of the * [Army, Navy, or Air Force] plans to present to the
Purchaser a Letter of Offer and Acceptance within * days after signature of the Letter of Intent. [Add
AECA Sec 36(b) note if applicable (Paragraph 70003.D.3).]

or

C A Letter of Offer and Acceptance that includes items in Section A was issued to the Purchaser by the US
Department of the *[Army, Navy, or Air Force] on * [date LOA released]. Purchaser intends to sign said

Letter of Offer and Acceptance not later than * [date by which the LOA is expected to be signed, normally not
later than the expiration date].

D The undersigned are authorized representatives of their governments and hereby commit their
governments to this Letter of Intent (LOI):

* * LR *e
US Signature . Date Purchaser Signature Date

* s

Typed name and title Typed name and title
* *%

Implementing Agency Agency

E1l sxs

DSAA ' Date
%X *

Data entered by 1A

Typed name and title ) ** Entered by Purchaser
*** Entered by DSAA, Office of Comptroller

TABLE 700-3. US DoD Letter of Intent.
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Standard Terms and Conditions - United States (LTS)
Department of Defense (DoD) Letter of Intent (LOI)

1 Except to the extent directly inconsistent with the provisions hereof, the terms and conditions set
forth in “Letter of Offer and Acceptance Standard Terms and Conditions™ of the Letter of Offer and
Acceptance on which this LOI is based will apply to all activities undertaken pursuant to this LOI, and
the estimated costs of such activities will be included in the Letter of Offer and Acceptance. In
particular, Conditions 2.2, 2.3. and 3 are hereby incorporated by reference and made an integral part of

this LOI.  This LOI shall be superseded upon Purchaser’s signature of the Letter of Offer and
Acceptance.

2 In anticipation of the Purchaser’s signature of the above mentioned Letter of Offer and Acceptance.

the Purchaser Government commits to the following:

2.1 If, prior to Purchaser signature of the above mentioned Letter of Offer and Acceptance. the US
DoD has reason to believe that the costs which it expects to incur in the performance of this LOI will
exceed the amount set forth in block section B, it shall promptly notify the Purchaser in writing to that
effect. The notice shall state the estimated amount of and the date by which the additional obligational

authority (by a new or amended LOI) will be required from the Purchaser in order to continue
performance.

2.2 If. after such notification. the additional obligational authority is not granted by the date set
forth in the notification, the US Government is authorized, at its discretion, to terminate any and all
activities under this LOI at Purchaser’s expense. in accordance with section 2.3 below, in an amount not
to exceed the amount set forth in section B.

2.3 The Purchaser agrees to pay the full amount of such authorized obligations and to make funds
available in such amounts and at such times as may be requested bv the US Government for expenditures
against such obligations.

3 This LOI does not prejudice the Purchaser’s decision on the acceptance of the Letter of Offer.
Moreover. the Purchaser may cance! all or any part of -this LOI at any time by notifving the US
Government. Upon receipt of such notification the US Government is authorized to terminate any and
all activities initiated hereunder. at Purchaser’s expense. in accordance with secnon 2.3 above. in an
amount not to exceed the amount set forth tn section B.

4  Cenain items for which procurements. may be initiated hereunder are normally the subject of
definitization conferences, at which specific items and quantities are agreed upon. If it is necessary to
place any such items on order prior to any such conference. the US DoD is authorized to do so. using its
best judgment. and will furnish a list of the items so ordered at the conference.

TABLE 700-4. LOI Standard Terms and Conditions
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* [Purchaser letterhead)

* [date]

* [DoD Military Department address]

Reference is made to the Letter of Intent between the Government of * [purchasing country} and the
United States Department of the * {Army. Navy, or Air Force], which we signed * [date of the LOI],
identified by LOA designator * {two character country code: code B, P, or D: and three character LOA
identifier]. The Government of * [purchasing country] desires to * [show change desired]) and
herewith authorizes the Department of the * [DoD Military Department] to incur obligations and

expend up to the sum of § * [revised LOI value] on a Foreign Military Sales dependable
undertaking basis for said Letter of Intent.

* [Purchaser signature]

* [Purchaser typed name and title]

** (MILDEP signature and date)
** (MILDEP typed name and title)

**+ (DSAA Office of Comptroller signature and date)
*** (DSAA Office of Comptroller typed name and title)

*  Completed by the Purchaser in consultation with the DoD Military Department

Completed by the implementing US DoD Military Department
#++ Completed by DSAA. Office of the Comptroller

L 2 )

TABLE 700-5. Amendment to US DoD Letter of Intent.
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ITEM DESCRIPTION

CATEGORY I - FIREARMS

GUN. MACHINE. M2. 30 CAL. (A)
GUN. MACHINE. M240 SERIES (A) -
GUN. RIFLE, M16 SERIES. 5.56MM (A)

CATEGORY Il - ARTILLERY AND PROJECTILES

GUN. 20MM. M61 (AF)

GUN, 30MM, GAU-8 (AF)

GUN POD. 30MM, GPU-5/A (AF)
HOWITZER, MI101A1, TOWED. 105MM (A)

CATEGORY III - AMMUNITION

CARTRIDGE, 20MM (A)
CARTRIDGE, 30MM GAU-8 (AF)
CARTRIDGE, 40MM. HE (A) -
CARTRIDGE, 40MM. M922A1 DUMMY (A)
CARTRIDGE, 40MM, M406 HE (A)
CARTRIDGE. 40MM, M433 FXD HEDP.

SNGL RD 72/BX (A)
CARTRIDGE. 60MM. HE (A)
CARTRIDGE, 60MM. M49A2/A3/A4 HE (A)
CARTRIDGE. 60MM M720 HE W/FMO

M734 (LAP) (A)
CARTRIDGE. 81MM. M301 ILLUM (ONLY) (A)
CARTRIDGE. 81MM. M374A2/A3 HE (A)
CARTRIDGE. 81MM. M374A3 HE W.M567 FUZE (A)
CARTRIDGE. 103MM. M393A2 HE, HEP-T (A)
CARTRIDGE. 105MM. M456 HEAT-T MP (A)
CARTRIDGE. 105MM. M490 (A)
CARTRIDGE. 105MM. M724A1 (A)
CARTRIDGE. 103MM. M774 APFSDSD-5 2'BX (A)
CARTRIDGE. 105MM. M833 APFSDS-T (A)
CARTRIDGE. 105MM HE (A)
CARTRIDGE. 120MM. M829 APFSDS-T (A)
CARTRIDGE. 120MM. M830 HEAT MP-T (A)
CARTRIDGE. 120MM. M831 HEAT TP-T (A)
CARTRIDGE. 120MM. M865 TPCSDS-T (A)
CARTRIDGE. 4.2". M329 HE (A)
CARTRIDGE. 4.2". M329A2 HE W/O FUZE

W OLD OBTURATOR (LAP) (A) |
CARTRIDGE. 4.2". M335 ILLUM (INCLUDES

M377 FUZE) (A)
CARTRIDGE. 4 2", HE (A)

DOD 5105.38-M

EFFECTIVE

APPROVED
CHARGE  DATE/NOTES
2 28M AR89
65 28MARS9
8 25SMARS0
1342 06DEC84
27,88 22JANSI
160,239 “11ALGS2
850 11JUN8?
0.50 28MARS9(B)
0.11 28MARB89(B)
0.19 1SMAY9]
0.43 ISMAY9] -
0.47 28MARY]
5.00 ISMAY9!
0.04 07MAYS]
3.24 1SMAY9]
3.59 07TMAY8I
0.57 07MAYSI
1.42 07TMAY8I
24.00 1SMAY9I
88.00 0SJUL9!
0.87 2IMAY79
12660 02DECS8
93.39 02DECSS8
83.03 02DEC88
37.82 02DEC88
1.08 ISMAY9]
4.03 20JANS2

(B)
(B)

(D)

(D)

(D)

(D)

(D)

(D)

TABLE 700-6. Major Defense Equipment List (MDEL) (Page 1 of 14)
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PROJECTILE. 155SMM_ MI107 (A) 32 2IMAY79
PROJECTILE. 155MM, M483/M483A1 (A) 2.20 02MARS2
PROJECTILE. 155MM. M549 HE RAP (A) 13.76 0SFEBS|
PROJECTILE. 13SMM. M692/M731 -

HE ADAM (A) : 111.00 JOMAYS86
PROJECTILE. 135MM,. M712 CLGP

COPPERHEAD (A) 4,152.00 17SEPS!
PROJECTILE. I 33MM_ M718/M741 RAAMS (A) 57.00 30MAYS86
PROQJECTILE. 155MM. M864 HE (A) 47.00 10AUG93  (A)
PROJECTILE. 175MM, M337 HE (A) 2.33 26MARS80
PROIJECTILE. 5"'38 CAL (N) 15.60 09JULS4
PROJECTILE. 3"'54 CAL ON) 74 .42 04MAY 84
PROJECTILE. 8" M106 HE (A) 0.04 2IMAY79
PROJECTILE. 8" M309 HE ICM (A) (D)
PROJECTILE. 8" M650 HE (A) 83.04 2IMAY79
PROJECTILE. 8" HE ICM (A) 1548 2IMAY79
CATEGORY IV - LAUNCH VEHICLES, GUIDED MISSILES, BALLISTIC MISSILES,
ROCKETS TORPEDOES, BOMBS AND MINES
BOMB, BLU-109 (AF) 747 18MAYS89
BOMB. CBU-87 COMBINED EFFECTS '

BOMBLETS (AF) 1,080 06DEC84
BOMB. CBU-89 CLUSTER, TMD/GATOR MINES (N) (D)
BOMB, CBU-90 ANTI-ARMOR CLUSTER

MUNITION (AF) 3.351 28MARS9 (B)
BOMB. MK20. CLUSTER BOMB ROCKEYE (N) 117 25MARS3 -
BOMB. MK82 5004 GENERAL PURPOSE (N) 3 2SMARS3
BOMB, MK83 1000# GENERAL PURPOSE (N) 10 25MARS3
BOMB, MK84 20004 GENERAL PURPOSE (N) 13 25MARS3
BOMB, M117, 7504, GENERAL PURPOSE (AF) 20 06DECS84
BOMB. GUIDED UNIT. GBU-24 2,720 02JUL97
BOMB. GUIDED. WALLEYE SERIES (V) 6.183 06DEC84
COUNTERMEASURE. MK214'MK216 SEA GNAT(N) 145 01APR92
GRENADE. M42 (A) 0.01 IOMAYO91
GUN MOUNT. M75. 76 MM GUN (V) 62.749 06DECS84

GUN MOUNT. MK45 MOD 1. 5"/34 (N) 142,566 010CT84 -
LAUNCHER. MK 13 (MOD 0 TO MOD 3)(N) 78.125 17NOV78
LAUNCHER. MK41 VERTICAL LAUNCHING ’

SYSTEM (VLS) (29 OR 61 CELLS)(\) 1.232.863 14DECS87

SYSTEM (VLS)(8 CELL VARIANT) 154,108 JINOVSE9
MINE. CANNISTER M87 (VOLCANO) (A) 270 15MAY9I
MISSILE. AGM-45- SHRIKE (ON) 4.890 1TAUGTS8
MISSILE. AGM-63A B MAVERICK (AF) g2 03FEBSI
MISSILE. AGM-63D MAVERICK (AF) 3.343 03NOVE7
MISSILE. AGM-63E LASER MAVERICK (AF) 24213 06DECS84
MISSILE. AGM-65F/G MAVERICK (AF) 6.331 03NOVSE7
MISSILE. AGM-78 STANDARD ARM (\) (D)
MISSILE. AGM-88 HARM (N) 31249 20APRS?
MISSILE. AGM-130 POWERED STANDOFF WPN 167.000 07JAN97
MISSILE. AGM-142A/B:C D HAVE NAP 56.764 23MAY97
MISSILE. AIM-1A-G. FALCON (AF) 3.321 12MARS?2

TABLE 700-6. Major Defense Equipment List (MDEL) (Page 2 of 14) _
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MISSILE. AIM-7 SKYFLASH PORTION (N) 820 07TMAYS8I
MISSILE. AIM-7. C/D/E SPARROW (N) 2.733 07MAY8!
MISSILE. AIM/RIM-7F/M SPARROW (N) 7.646 02JUNS2
MISSILE. AIM/RIM-7P SPARROW (N) 40.258 24APR9!
MISSILE. AIM-9H SIDEWINDER (N) 3.457 030CT78
MISSILE. AIM-9 J/P/N SIDEWINDER (AF) 134 12MARS?2
MISSILE. AIM-9L SIDEWINDER (N) 2.604 18MAY 78
MISSILE, AIM-9M SIDEWINDER (N) 6.368 25SMARS3
MISSILE, AIM-54A-C PHOENIX (N)

(INCLUDES FRONT END - 35,019:

AFT END - 36.276) 71.295 10JANS3
MISSILE. MIM-72 CHAPARRAL SERIES (A) 2,100 16DEC88
MISSILE, RGM-66D STANDARD ARM (N\) ‘ (D)
MISSILE. RIM-66B/B-2, RIM-66E

RIM-67A-13 STANDARD | (SM-1) . 1

BLOCK V STANDARD (N) 12,602 15SEP77
MISSILE, RIM-66D AND RIM-67B

STANDARD 2 (SM-2) (N) 89,651 ., 06DEC84
MISSILE, RIM-66D AND RIM-67B :

STANDARD 2 (SM-2) BLOCK 11 (N) 40,253 21APR89
MISSILE, RIM-66G/H/1 STANDARD 2

(SM-2) BLOCK [ (N) 64.192 22JULYI1
MISSILE, RIM-66G/H/l STANDARD 2

(SM-2) BLOCK 11 (N) 25423 © 22JUL91
MISSILE, RIM-66G/H/l STANDARD 2 4

(SM-2) BLOCK 11l (N) 38,465 22JULY!I
MISSILE, X-RIM-116A. 5" ROLLING

AIRFRAME, RAM (N) (D)
MISSILE, DRAGON. HEAT AND PRACTICE (A) 378 24MARS0
MISSILE, I-HAWK SERIES (A) 7.053 12NOVS0
MISSILE, LANCE (A) 76.205 2IMAY79
MISSILE. NIKE HERCULES (A) 418,055 28MARS89(B)
MISSILE, PERSHING SERIES (A) 128.37 X
MISSILE. REDEYE (A) (D)
MISSILE, TOMAHAWK (N) (D)
MISSILE. NATO SEASPARROW SURFACE -

MISSILE SYSTEM (NSSMS) (N) (D)
MISSILE SYSTEM. AMRAAM (AF) .
~ MISSILE. AIM-120 114.182 22JANG?
'MISSILE. AIM-120 AIR VEHICLE g

INSTRUMENTED (AAV]) (AF) 114,182 22JANG2

LAUNCHER. LAL-127°A (F’A-18) 3.530 22JANG2

LAUNCHER. LAL-128°A (F-1%) 3.530 22JANG?

LAUNCHER. LAU-129 A (F-16) 3.530 22JANG2
MISSILE SYSTEM. ARMY TACTICAL ,

(ATACMS) (A) 192.959 19JUN9T
MISSILE SYSTEM. HARPOON (N)

LAUNCHER. AN'SWG-1(V) BASELINE 80.562 20JANTS

LAUNCHER. HARPOON SHIPBOARD ‘

COMMAND AND LAUNCH CONTROL SYSTEM. ,
AN/SWG-1A(V) (HSCALCS) 109.603 1 1DEC86

MISSILE. AGM-84 (RGM/UGM) 44,083 ' 20JAN78

TABLE 700-6. Major Defense Equnpment List (MDEL) (Page 3 of 14)
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MISSILE SYSTEM, AGM-114 HELLFIRE (A)
LAUNCHER. HELLFIRE
MISSILE AGM-114A/B/C HELLFIRE
MISSILE SYSTEM, PATRIOT, MIM-104 (A)
ANTENNA MAST SET
ELECTRICAL POWER PLANT (EPPID)
ENGAGEMENT CONTROL SYSTEM (ECS)
AN/MSQ-104
LAUNCHER
MISSILE W/CANISTER
RADAR, AN/MPQ-53
MISSILE SYSTEM, ROLAND (A)
FIRE CONTROL., AN/GSG-11 MISSILE
SYSTEM, (MECS)
LAUNCHER
MISSILE
MISSILE SYSTEM STINGER (A)
MISSILE/TUBE, STINGER BASIC
MISSILE/TUBE, STINGER POST
MISSILE/TUBE, RMP
MISSILE SYSTEM, TOW (A)
LAUNCHER
MISSILE, BGM-71A BASIC TOW
. HEAT AND PRACTICE
MISSILE, BGM-71D TOW 2
MISSILE, BGM-7T1E TOW 2A
MISSILE, M65 SUBSYSTEM AIRBORNE TOW
MISSILE, I-TOW (Basic + Warhead)
ROCKET. 2.75" SERIES (A)
ROCKET, M72 SERIES. LIGHT ANTITANK
WEAPON (LAW), 66MM (A)
ROCKET, ANTISUBMARINE, (ASROC) (N)
ROCKET, VERTICAL LAUNCH ANTISUBMARINE
(ASROC) (VLAY (N)
ROCKET, MLRS EXTENDED RANGE
ROCKET SYSTEM. M77. MULTIPLE LAUNCH
(MLRS), TACTICAL. PRACTICE. TRAINING (A)
LAUNCHER
ROCKET (6 ROCKETS PER POD)
TORPEDO, MK46 MOD 2 (\)
TORPEDO. MK46. NEARTIP O/A KIT
(CONVERTS MK46 MODS 12 TOMOD 5 (N\)
TORPEDO. MK46 MOD 5 (\)
TORPEDO. MK 48 (V)
TORPEDO. MK48 ADCAP KIT (\)
WEAPON. FUEL AIR EXPLOSIVE. FAE H (N)

14.715
4,124
3.700,725
131,906
339.464

548311
214,782
82,836
2,383,426

324,828
324.828
4,422

3,800
66,100
3,000

3.029

293
658

27,800
487
0.87

1.32
885

98.926
4,445

173.000
615
8,993

3.795
9.308
86.255

103.322

DOD 5105.38-M

14MAY 85

18NOVE2

24SEP80

03MAY91

16SEP77

16SEP77
19DECS3

17TMAY89
03NOVSI
26MARS0

28MAR89
20DEC84

14DEC87
18JUL97

02DEC85

28MARS9
26JANBO

21JUL??
25N0V80

CATEGORY V- PROPELLANTS, EXPLOSIVES AND INCENDIARY AGENTS

(B)

(D)

[tems in this category which meet the dollar criteria for major defense equipment are not significant

military equipment as defined in the US Munitions List.
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CATEGORY VI - VESSELS OF WAR AND SPECIAL NAVAL EQUIPMENT

CG- GUIDED MISSILE CRUISER (N) (D)
DD-963. DESTROYER (N) : (D)
DD - DESTROYER (N) : (D)
DDG - GUIDED MISSILE DESTROYER (N) (D)
FF - FAST FRIGATE. GARCIA CLASS (N) | 24APRS9

FF-1041 USS BRADLEY 754.810

FF-1043 USS EDWARD MCDONNELL | 767.515

FF-1047 USS VOGE 1.597.365

FF-1048 USS SAMPLE 703.430

FF-1050 USS ALBERT DAVID 689.885

FF-1051 USS O'CALLAHAN _ 629.895
FFG - GUIDED MISSILE FRIGATE.

FFG-7 CLASS (N) 2,975,714 21SEP9S
FFG - GUIDED MISSILE FRIGATE.

BROOKE CLASS (N) 21APR89

FFG-1 USS BROOKE 1,276,485

FFG-2 USS RAMSEY | 1,101,730

FFG-3 USS SCHOFIELD 1.104.670

FFG-4 USS TALBOT 1,059,345

FEG-5 USS RICHARD L. PAGE 886,235 '
LCAC - LANDING CRAFT AIR CUSHION (N) | - (D)
LHD - AMPHIBIOUS ASSAULT SHIP (N) : » | (D)
LPD - AMPHIBIOUS TRANSPORT DOCK (N) (B
LSD - DOCK LANDING SHIP (N) (E)
LST - TANK LANDING SHIP \ :

(NEWPORT CLASS) (N) 824,840 25JANS4
LKA - AMPHIBIOUS CARGO SHIP (N) - . (E)
LPA - GENERAL PURPOSE AMPHIBIOUS A |

ASSAULT SHIP (N) ~(F)
MSO - MINESWEEPER. OCEAN. |

NONMAGNETIC (N) ‘ (E)
PHM - PATROL COMBATANT MISSILE

(NATO) HYDROFOIL (\) 1.000,000 28MAR89  (B)
PHM - PATROL COMBATANT MISSILE ‘ | a

(FRG VARIANT) HYDROFOIL (N) 1.250,000 28MAR89 (B)
SS - SUBMARINE. CONVENTIONALLY

POWERED (N) | (E)

CATEGORY VII - TANKS AND MILITARY VEHICLES

AIR DEFENSE SYSTEM. M163 AND

MI167 SERIES. VLLCAN (A) 29.439 26MARSO
GUN. M107 SELF-PROPELLED.
175MM (A) : : - 40,258 26MARS0

HOWITZER. M109A]-A3
SELF-PROPELLED. 135MM. (A)

(INCLUDES CANNON ASSEMBLY) 8.771 | 23JUNS7
(WITHOUT CANNON-ASSEMBLY) : 7,447 23JUNS7
-TABLE 700-6. Major Defense Equipment List ,(MD.EL) (Page 5 of 14) ‘
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HOWITZER, M110A SELF-PROPELLED, 8" (A) 14,371 26MARS0
HOWITZER. M110A1 SELF-PROPELLED. 8" (A) 16.975 26MARSB0
HOWITZER, M110A2 SELF-PROPELLED, 8" (A) 21,069 J6MARS80
HOWITZER. M198 TOWED. 153MM (A) 47,483 14FEB86
TANK. M1 ABRAMS (A) 114,443 270CT88
TANK. MIA1 (A) 226,725 270CT88
TANK, MIA2 (A) 248.001 07JAN93  (A)
TANK, Mi8A1 (A) 1.479 '
TANK. M48A3 (A) 5.521
TANK. M48AS (A) 12,849
TANK. M60A1 (A) 14,083 03MARS0
TANK. M60A3 (A)

W/Thermal Tank Sights 31,427 03MARS80

W/O Thermal Tank Sights 21,939 03MARS0
TANK ENGINE, AGT-1500 - 18,714 07JAN93  (A)

(M1 TANK SERIES)A)
TANK ENGINE, AVDS-1790

(M60AT TANK) (A) 2,066 03MARS0
TRANSMISSION, HMPT 500-3 BRADLEY (A) 3,564 0SAPR91
VEHICLE, AAV7AI/AAVAI ASSAULT

AMPHIBIOUS (N) 91,426 20APRS2
VEHICLE, LAV-25 SERIES LIGHT

ARMORED (LAV) (N) 1 7JUNO]

LAV-25 (INCLUDES LAV-25 TURRET) 2.818

LAV-LOGISTICS 7,610

LAV-RECOVERY 26.305

LAV-MORTAR 14,383

LAV-CMD/CONTROL 16,723

LAV-ANTITANK (INCLUDES LAV-25 TURRET) 13473

LAV-BASELINE 800

LAV-25 TURRET 1,600
VEHICLE, M2 INFANTRY FIGHTING (IFV)(A) 51,989 22NOV89

M2A1 (IFV) 74,937 .

M2A1 (MINUS) (IFV) 57.580

M2A2 (IFV) 106.593
VEHICLE, M3 CALVARY FIGHTING

VEHICLE (CFV)(A) 50.549 22NOV89

M3A1 (CFV) 73.497

M3AT (MINUS) (CFV) 36.140

M3A2 (CFV) 106,113
VEHICLE. M88M88A1 RECOVERY (A) 8.460 01NOV8S
VEHICLE. M88A2, IMPROVED RECOVERY (A) 74,400 03JUL97
VEHICLE. M113 SERIES. ARMORED

PERSONNEL CARRIER (APC) 688 I 1SEP™8

FAMILY OF VEHICLES (FOV) (A)

CARRIER. M106A 12 MORTAR

CARRIER. M348 SERIES. CARGO

CARRIER. M377 SERIES. COMMAND POST

CARRIER. M667 LANCE

CARRIER. M™27 HAWK

CARRIER. M730 CHAPARRAL

CARRIER. M741 VULCAN ,
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VEHICLE. M5S51 ARMORED : ;

RECONNAISSANCE ASSAULT (A) 33.213
VEHICLE. M578 RECOVERY (A) , (D)
VEHICLE. M723 MECHANIZED '

INFANTRY COMBAT (A) (D)
VEHICLE. M728 COMBAT

ENGINEERING (CEV,)(A) : (D)
VEHICLE. M981 FIRE SUPPORT

TEAM (FISTV) (A) 68.476 03FEB86
VEHICLE, M992 FIELD ARTILLERY .

AMMUNITION SUPPORT (FAASV)A) 12,805 22NOV389
VEHICLE. M998 SERIES. HIGH : '

MOBILITY MULTI-PURPOSE

WHEELED (HMMWYV) (A).
CARRIER, M996 TOW MISSILE 232 260CT90
CARRIER, M1025 ARMAMENT, BASIC ARMOR 232 260CT90
CARRIER, M1026 ARMAMENT. BASIC ARMOR 232 260CT90
CARRIER, M1036 TOW MISSILE, BASIC 232 260CT9Q
CARRIER, M1043 ARMAMENT, SUPPLEMENTAL : 232 260CT90
CARRIER, M1044 ARMAMENT, SUPPLEMENTAL 232 260CT90
CARRIER, M1045 TOW MISSILE. SUPPLEMENTAL 232 260CT90
CARRIER. M1046 TOW MISSILE, BASIC C232 260CT90
VEHICLE, FIRE DIRECTION CONTROL :
CENTER (FDCV) (A) - 3382 JIMAY86

CATEGORY VIII - AIRCRAFT, SPACECRAFT AND ASSOCIATED EQUIPMENT

AIRCRAFT

767 AWACS (AF) 8.700,000 - 11AUG92
BASIC CONFIGURATION ($6.900.000) ,
INFORMATION SYSTEM.

JTIDS ($1.600.000)
RADIO. HAVE QUICK ($200.000)
A-NET SYSTEM

A-4A (N) . 15,165 200CT83

A-4B (N) 12,864 200CT83
A-4C(N) 15.523 200CT83
A-4E (N) ' , 27.929 200CT83
A-4F (N) 33.226 ' 200CT83
A-6(N) , (D)
A-7 (W/O FLIR) (N) . 243881 - O08SEPS83
A-10 (W/O TF-34 ENGINE) (AF) 388.786 12MARS2
A-37(AF) ‘ 19.651 28MARS89 (B)
AV-8B HARRIER (WO UK ASSESSMENT) (N) 867.373 26JUNSI
C-5A GALAXY (AF) 12.661.728 12MARS?2
C-130 HERCULES W/4 T-36 : .

ENGINES (AF) 102,320 03AUGS3
C-141A'B STARLIFTER (AF) 892.254 12MARS2
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E-2B (W/ENGINES) (N) 298.400 22JUNS9
E-2C(N) 2,625,904 18MAY78
E-3 AWACS (AIRBORNE WARNING AND
CONTROL SYSTEM) (AF)
ENHANCEMENTS (SPECIAL
RECOUPMENT. EXP. 01JULSY) 461.797 28SEP90
E-3A SENTRY, USNATO
STANDARD (AF) 33.021.000 260CT8!

(TOTAL USNC CHARGE 327 43M:
TOTAL NATO NC CHARGE $5.59M)

EA-6 (N) (D)
F-4A (N) 129,712 200CT83
F-4B (N) 70,450 200CT83
F-4] (N) 122,089 200CT83
F-4E (N) (W/ ENGINES)

(25% DISCOUNTED FOR USEFUL LIFE) (N) 159,408 200CT83
F/RF-SA TIGER (W/O 2 J-85 |
ENGINES) (AF) 40,000 0INOV7I
F/RF-SE TIGER 11 (W/O 2 J-85

ENGINES)AF) 68,000 0INOV7I
F/RF-SF TIGER [} (W/O 2 J-85

ENGINES) (AF) 207,000 25NOV75
F-8 CRUSADER (N) 56,859 12MAY8I
F-14 (W/ENGINE) (N) 1.600.000 29NOV76
F-15A/B EAGLE W/MSIP 2,040,322 24JUL96.

F-15A/B EAGLE (W/O ENGINES.
AN’/APG-63 RADARS. MSIP. &

TEWS) (AF) 1,660,591 24JUL96
F-15C/D EAGLE W/MSIP 2,467,773 24JUL96
F-15C/D EAGLE (W/O ENGINES.

AN/APG-63 RADARS. MSIP. &

TEWS)(AF) ' 2.088,042 24JUL96
F-1SE W/MSIP 3,191,610 24JUN96

F-15E EAGLE (W'O ENGINES.
AN/APG-63 RADARS. MSIP, &

TEWS) (AF) 2.811,879 24JUL96
F-16 A/B FIGHTING FALCON

(W/O EPG SPECIAL

NC $85.000) (AF) 640.000 04JUNBO
F-16C/D (W/ ENGINES) (AF) 1.018.050 24FEB89
F-18 Airframe (N) 1.117.281 50MARS7
F-20 (AF) 941.504 J0MARS?
F-100A (AF) 37.840 06DEC84
F-100C (AF) 23.800 06DEC84
F-100D (AF) 25440 06DEC84
F-100F (AF) 27.840 06DEC84
F-101B/F (AF) 65.560 06DECS84
F-102 (AF) 38320 06DECS84
F-104A STARFIGHTER (AF) 42.080 06DEC84
F-104B C'D (AF) 91.040 06DEC84
F-104G'J (AF) 54.360 2TNOV8?
F-105B THUNDERCHIEF (AF) 168.000 06DEC84
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. 78.400 06DEC84
F-106A/B DELTA DART (AF) 159.200 06DEC84
F-111A/C/D/EF (AF) 605.320 06DEC84
KC-10 EXTENDER (AF) 1.176.667 12MARS2
KC-135A STRATOTANKER (AF) 217,034 I12MARS2
OV-1A/B/C MOHAWK (A) 119.229 23JUNS2
OV-10 (W/O ENGINE) (N) 41,930 _09JANT7S
P-3A/B (W/ENGINE) (N) 382,750 03JANT8
P-3C (N) 592,219 03JAN78
AEW&C 1.761.974 2SFEB87
UPDATE Iii 1,044,128 1TMAY89
RF-4B (N) 104,566 200CT83
RF-4C PHANTOM (AF) 108,000 06DEC84
S-2 (W/ENGINE) (N) : 85,449 28AUGS|
S-2A/US-2 (W/O ENGINE) (N) 18,987 200CT83
S-2C (W/O ENGINE) (N) 23,497 200CT83
S-2D (W/O ENGINE) (N) 38,448 200CT83
S-2E (W/O ENGINE) (N) 35,950 200CT83
S-3A VIKING (N) 3,502,643 26JUNSI
T-2(N) 39,968 10JAN78
TA-4F (W/O ENGINE) (N) 28,110 200CT83
TA-4] (W/O ENGINE) (N) 51.176 200CT83
T-33A (AF) » 2.857 12MARS2
T-37 (AF) 19.651 28MAR89  (B)
T-38A (AF) 80,972 12MARS2
TH-55 OSAGE (A) 6,000 11JUN87
VEHICLE. REMOTELY PILOTED (RPV) .
ACQUILA (A) (D)
HELICOPTERS
AH-1J AIRFRAME, SEACOBRA (N) 52,245 110CT85
AH-1S COBRA (W/T-53-L-703
ENGINE) (A) 147.604 1TMAY89
(W/T-53-L-703 ENGINE. M653 : o

AIRBORNE TOW MISSILE AND o .

C-NITE SYSTEM) 163,860 17MAY89
AH-1T AIRFRAME, SEACOBRA (N) 486.665 110CT8S
AH-1W SUPER COBRA

(W72 T-700-GE-401 ENGINES) (N) 326,461 18JUN90
AH-64 APACHE (W/2 T-700 ;

ENGINES) (A) 1,045,566 30DEC83
CH-47A/B/C (INCLUDES _

T-53-L-11A ENGINE) (A) 100.000 0TNOV70
CH-47D CHINOOK (WO T-35 ENGINES) (A) 143,279 07AUG91
CH-33E MH-33E (W/O T-64 - S

ENGINE) (N) 1,023,079 12MAY83
H3EN) (D)
H-46 (N) (D)
H-53 (S-65) (N) 166,029 27FEB79

-OH-6 CAYUSE 18.000 1 1JUN87
OH-58A KIOWA (A) 22,000 11JUN87’
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OH-58C KIOWA (A) 48,000 1 1JUN87
OH-58D KIOWA

(W/MAST MOUNTED SIGHTS) (A) 663,082 10AUGY93 (A)
SH-22D2F LAMPS. MARK |

(W72 T-38-GE ENGINES)(N) 325,423 06DEC84
SH-2G (W72 T-700-GE-401 ENGINES) (N) 607.149 03JUNSI
SH-60B AIRFRAME () 689,944 150CT82

(LAMPS. MARK |11 AIRFRAME

W/O T-700-GE-401 ENGINES) 859,636

MINIMUM AVIONICS SUITE 366,236

MISSION AVIONICS SUITE 1,063,400

SHIP ELECTRONICS 1,131,227
TH-55 OSAGE 6,000 H1JUN87?
UH-1H IROQUOIS (A) 4,501 0IMAYS!
UH-IN(N) 48,032 12JUL8S
UH-60A BLACKHAWK AIRFRAME (A) 169,692 030CT81
ENGINES
CFM-56 (AF) 20,000 2JSMAY89
CFM-56 ENGINE INTEGRATION., E-3 (AF)

(SPECIAL RECOUPMENT, EXP. 01JUL94) . 3,257,810 28SEP90
CT7-2A72D (N) 29,697 21DECS88
CT7-5A/7A (N) 25,777 21DECS88
CT7-6/9 (N) 4 9,236 21DEC88
F100-PW-100/200 ALTERNATE FIGHTER .

ENGINE (AFE) (AF) 284,001 27JAN92
F100-PW-220 ALTERNATE FIGHTER

ENGINE (AFE) (AF) 458,232 24JUL96
F100-PW-229 INCREASED PERFORMANCE

ENGINE (IPE) (AF) 283,217 24UL96
F101 (AF) (D)
F101X (AF) (D)
FIO7T(N) (D)
F-109-GA-100 TURBOFAN (AF) 86,546 14MAY9I
F110-GE-100 ALTERNATE FIGHTER

ENGINE (AFE) (AF) 458,232 24JUL96
F110-GE-129 INCREASED PERFORMANCE : '

ENGINE (IPE) (AF) 283.217 24JUL96
F404 (\) 63.840 30MARS7
F404-GE-400:402 164,222 090CT92 (A)
J47 (AF) 2.168 12MARS2
J52P-6AB (N) 1,370 08SEP83
J52P-8AB(N\) 30.658 O08SEP83
J52P-408 (N) ' 33,106 08SEP83
J57P-6B (\N) 4,600 08SEP83
J57P-10(N\) _ 4,120 O08SEP83
J6OP-3/3A ™\ 2.520 08SEP83
J75 (AF) 28,999 12MARS2
J79-GE-8/10 (\) 6.400 08SEP83
J79-GE-17/17A 119 (AF) 27464 010CT83
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J85 (AF) 17.901 23MARS3 y
RM-12 110.029° 090CT92 (A) y
T33-P-100 (AF) ., (D) '
TS3 (N) 1.542 07MAYS8]
T53-L-703 (A) 2.220 1TMAY89 -
TS5 (A) - 3,200 ~ 06NOV70
TS6 (AF) 13.313 © 12MAYS83
TS8 (N) 20.045 11JUN87
T64 (N) - 38,578 12MAY83
T700-GE-700 (A) 29.697 21DECS8
T700-GE-401 (NC ADDITIVE To

T700-GE-700 ENGINE) (N) ' 78.039 150CT83
T700-GE-401/401A (N) 29.697 21DECS88
T700-GE-401C (N) ‘ 25.450 21DEC88
T700-GE-701/701A/701A1 (A) 29,697 21DEC88
T700-GE-701C (A) 25.450 21DECS88-
TF30 (N) 43.866 20JUN79
TF34 (N) 20,705 12MARS2
TF39 (AF) ' _ 441,707 12MARS2
TF41-A-2A/2B/400/402/402B (N) - 48,249 06DEC84
CATEGORY IX - MILITARY TRAINING EQUIPMENT

NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITIONS LIST AS
SIGNIFICANT MILITARY EQUIPMENT.
CATEGORY X - PROTECTIVE PERSONNEL EQUIPMENT
NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITION LIST AS

SIGNIFICANT MILITARY EQUIPMENT.
CATEGORY XI - MILITARY AND SPACE ELECTRONICS
CENTER. AN/TYQ-23. TACTICAL AIR

"OPERATIONS (TAOC) (N) 198.000 17TMAY89
CENTER. TAOC-85. TACTICAL AIR

OPERATIONS (N) ' (D)
CENTER. MODULAR TACTICAL COMMUNICATIONS

(MTCC)(A) (D)
CENTER. TACTICAL FLAG COMMAND (\) (D)
COMMUNICATION, AN/TSC-86 SATELLITE -

(SATCOM) GROUND SYSTEM (AF) (D)
COUNTERMEASURE. AN/ALQ-119 (AF) 6.138 09DEC73
COUNTERMEASURE. AN/ALQ-126.

SPJ SYSTEM (N) - 26.631 03JUNSS
COUNTERMEASURE, AN/ALQ-131 :

(W/RECEIVER) (AF) : ' 26.970 28SEP79
COUNTERMEASURE, AN/ALQ-13]

(W/O RECEIVER) (AF) 24.108 28SEP79
COUNTERMEASURE, AN/ALQ-165. ASPJ (\) 111.425 06DEC84 -
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COUNTERMEASURE, AN/SLQ-32(V)1 (N)

COUNTERMEASURE, AN/SLQ-32(V)2 (N)

COUNTERMEASURE, AN/SLQ-32(V)3 (N)

COUNTERMEASURE, TORPEDO EX SET 1
SYSTEM (N)

ELECTRONIC WARFARE SUPPORT, TACTICAL
(TEWS) SYSTEM (AF)

EQUIPMENT, VERSATILE AVIONICS SHOP
TEST (VAST) (AN/USM-247(V) (N)

INFORMATION SYSTEM, JOINT TACTICAL,
INFORMATION DISTRIBUTION SYSTEM

(JTIDS) (AF)

INFORMATION SYSTEM, OCEAN SURVEILLANCE

(OSIS), BASELINE UPGRADE (OBU) (N)
OSIS, REMOTE GRAPHIC WORKSTATION

MAPPING SYSTEM, MK90 DIGITAL (DMA)
DATA EXTRACTION MODULE
DATA SERVICES MODULE
PRODUCT GENERATION MODULE
SOURCE PREPARATION MODULE

POSITIONING SYSTEM, NAVSTAR GLOBAL
(GPS) (AF)

RADIO, AN/ARA-54 (A)

RADIO, AN/PRC-119 SINCGARS (A)

RADIO, AN/TRC-170 (AF)

RADIO, AN/VRC-12 SERIES
(12, 43 THROUGH 49) (A)

RADIO, AN/VRC-87 THROUGH 92 SINCGARS (A)

RADIO, RT-1439 RECEIVER/TRANSMITTER (A)

RADIO, HAVE QUICK A-NET SYSTEM (AF)

SONAR, AN/SQQ-32 MINE HUNTING

SONAR, AN/SQR-18A (N)

SONAR, AN/SQR-18A(V)1 (N)

SONAR, AN/SQR-19, COMPLETE SYSTEM (N)
SHIPBOARD ELECTRONIC SYSTEM (SES)
TOWED ARRAY GROUP (TAG)

SONAR, AN/SQS-56 (N)

SONAR SYSTEM, AN/UQQ-2(V)1
SURTASS (COMBINED SHIP AND
SHORE SYSTEM) (N)

SONAR SYSTEM, AN/UQQ-2(V)1
SURTASS, SHIPBOARD SYSTEM (N)

TELEPHONE, AN/TTC-38, CENTRAL (A)

TELEPHONE, AN/TTC-39 (A)

TELEPHONE, AN/TTC-42, UNIT LEVEL
CIRCUIT SWITCH (N)

115,000
250,350
381,803

225,434

1,600,000

6,551,852
5,874,074
35,102,998
324,248
34,254,561
91,898
432,291

1,000
40
803
60,622

70

803

296
200,000
1,562,124
267,069
601,837
1,756,900
1,071,800
359,400
173,193

3,029,374
1,785,000

25APR86
25APR86
25APR86

05FEB92

11AUG92

27JAN92
27JAN92
18MAY89

280CT87
28MARS9
26JAN9S0
15FEB84

I5FEB84-

26JAN9S0
26JANSO
11AUG92
130CT92

24MAY84
21IMAR%0
21IMAR9S0
2IMAR%0

19JUL88

28AUG89
28AUG89

CATEGORY XII - FIRE CONTROL, RANGE FINDER., OPTICAL AND

GUIDANCE AND CONTROL EQUIPMENT

FIRE CONTROL, AN/GSG-10 DIRECTOR,
TACFIRE (A)

740,331

DOD 5105.38-M

D)

)

(A)

(A)
(A) *

(D)
D)

D)
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FIRE CONTROL, AN/GSG-11 DIRECTOR,
TACFIRE (A)

FIRE CONTROL, MK1A COMPUTER (N)

FIRE CONTROL, MK25 RADAR (N)

FIRE CONTROL, MK37 GUN SYSTEM (N)

FIRE CONTROL, MK51-2 DIRECTOR (N)

FIRE CONTROL, MK56 GUN SYSTEM (N)

FIRE CONTROL, MK68 GUN SYSTEM (N)

FIRE CONTROL, MK74 MOD-4 MISSILE
SYSTEM (MFCS) (N)

FIRE CONTROL, MK86 GUN SYSTEM (N)

24,800

15,400
60,000

FIRE CONTROL, MK92 MISSILE SYSTEM (MFCS) (N)

FREQUENCY, AN/TSC-85 AND AN/TSC-93

SUPER HIGH (SHF) SYSTEM, MULTICHANNEL

GUIDED BOMB UNIT, GBU-10/12 (AF)
GUIDED BOMB UNIT, GBU-15 (AF)
GUIDED BOMB UNIT, GBU-16 (AF)
LANTIRN NAVIGATION AND TARGETING
SYSTEM (AF)
NAVIGATION POD, AN/AAQ-13
TARGETING POD, AN/AAQ-14
MANPACK, AN/PSC-1 AND AN/PSC-7
SINGLE CHANNEL UHF SYSTEM (A)
MANPACK, AN/PSN-6 LOREN
MISSION PAYLOAD SUBSYSTEM (MPS)
DAYLIGHT (A)
MISSION PAYLOAD SUBSYSTEM (MPS)
FORWARD LOOKING INFRARED (FLIR) (A)
NIGHT VISION, AN/PVS-5 GOGGLES (A)
NIGHT VISION, AN/PVS-7A/B GOGGLES (A)
POSITION LOCATION REPORTING SYSTEM,
(PLRS) (A)
BASIC USER UNIT, RT-1343/TSQ-129
MASTER STATION, AN/TSQ-129
RADAR, AN/APG-63 (AF)
RADAR, AN/APG-65 (F-18) (N)
RADAR, AN/APG-65 (EPA MOU ONLY)
RADAR, AN/APG-66 (F-16A/B) (AF)
RADAR, AN/APG-68 (F-16C/D) (AF)
RADAR, AN/APS-138 (AN/APS-145)
ANTENNA (N)
RADAR, AN/APS-145 (N)
RADAR, AN/AWG-9 PHOENIX (N)
RADAR, AN/FPS-117 (AF)
RADAR, AN/FPS-118, OVER-THE-HORIZON
BACKSCATTER (OTH-B) (AF)
PRIME SECTOR
SECOND SECTOR
THIRD SECTOR
RADAR, AN/MPS-39 MULTIPLE
OBJECTS TRACKING RADAR (A)

203
12,528

217,453
201,057

50

11,775,783
41,298
1,179,261
410,407
29,471
23,543
30,400
101,120

162,047
1,078,582
338,403
883,053

93,682,000
89,098,000
3,534,000

1,050,000

320,471

11IMAYS1
o

- 06DEC84

06DEC84
06DEC84

15JUN87

18MAY89
18MAY89

19JUNO91
30NOVS88

28MAR89
30MARS87
21APR89
12APR84
12APR84

25FEB87
25FEB87
28MARS9
20APR89

07JUN91

21JAN93

DOD 5105.38-M

(D)
D)
D)

D)

(D)
(D)
D)

®)

(D)
D)

®)

D)
©

(B)

(A)
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RADAR, AN/SPS-40B (N)

RADAR, AN/SPS-46 (N)

RADAR, AN/SPS-48E (N)

RADAR, AN/SPS-49(V)1-4 (N)
AN/SPS-49(V)S
AN/SPS-49(V)6
AN/SPS-49(V)7

RADAR, AN/TPQ-36 (A)

RADAR, AN/TPQ-37 (A)

RADAR, AN/TPS-43 (W/BASIC ANTENNA) (AF)

RADAR, AN/TPS-63 (USMC BASELINE) (N)

RADAR, AN/TPS-71 RELOCATABLE OVER
THE HORIZON (ROHTR) (N)

SIGHT, MAST MOUNTED (A)

SYSTEM, MARINE INTEGRATED FIRE
AND AIR SUPPORT SYSTEM (MIFASS) (N)

TARGET ACQUISITION, MK23 MOD-0/8,
SYSTEM (TAS) (A)

TARGET ACQUISITION DESIGNATION
SIGHT (TADS) (A)

TARGET DESIGNATOR, AN/AVQ-26 LASER
PAVE TACK (AF)

TERMINAL, AN/GSC-39(V) DSCS
MEDIUM (A)

TERMINAL, LIGHT FOR AN/TSC-86 (A)

TERMINAL, SINGLE SUBSCRIBER (SST) (A)

WEAPON SYSTEM, MK7, AEGIS,
(W/O STANDARD MISSILE AND MK41
VERTICAL LAUNCH SYSTEM) (N)

WEAPON SYSTEM, CLOSE IN (CIWS),
PHALANX (NC IS PER GUN MOUNT) (N)

216,746

143,460
149,146
143,460
149,146
252,968
920,149

27,462
-45,557

15,076,923
209,265

202,591
643,071

16,288,000
287,842

CATEGORY XIII - AUXILIARY MILITARY EQUIPMENT

NO ITEMS IN THIS CATEGORY ARE DEFINED IN THE US MUNITIONS LIST AS

SIGNIFICANTLY MILITARY EQUIPMENT.

NOTES
NEW SINCE 12AUG92.

NO CHARGE

o0 wp

DOD 5105.38-M

07TMAYS2

12APR90
12APR90
12APR90
12APR90
05JULS1
05JUL91
OSFEB86
07TMAYS7

20APR%0
10AUG93

30DECS83
11JUN87

25FEB8&7
280CT78

IF THERE HAS BEEN AN INVESTMENT IN NONRECURRING COST AND THE
CALCULATION OF THE CHARGE HAS NOT BEEN COMPLETED AND A SALEIS

PENDING, CONTACT DSAA TO OBTAIN THE REQUIRED CHARGE.

m

OF NONRECURRING COST WILL BE ESTABLISHED AT A TIME OF ACTUAL
DEMAND FOR FMS OR COMMERCIAL SALE PROPOSALS.

(D)
D)

(A)

N

D)

D)
D)

THE EFFECTIVE DATE OF 28MAR89 HAS BEEN ASSIGNED TO ITEMS WHERE ONE
CHARGE EXISTS WITHOUT AN EFFECTIVE DATE IDENTIFIED

FOR OLDER SHIP DESIGN, A PERCENTAGE CHARGE (3.5%) FOR RECOUPMENT

TABLE 700-6. Major Defense Equipment List (MDEL) (Page 14 of 14)

700-29

Change No. 7, 5 January 1996



DOD 5105.38-M

[This page intentionally left blank.] . l“

700-30 Change No. 7, 5 January 1996



DOD 5105.38-M
70101

‘ L SECTION 701 - PREPARATION AND PROCESSING OF LOAs B

70101  PURPOSE. This section provides instructions for LOA‘ preparation in response to
country requests. It also cites other sections which bear directly on LOA preparation.

70102 POLICIES.

A. LOA Use. The LOA will be used for FMS of defense articles and services (items). It
will list items offered and. when properly developed. becomes an official tender by the USG.

The acceptance constitutes the agreement by the Purchaser and. with applicable funding,
completes the contract.

B. Standard Information. Standard Terms and Conditions in Table 701-1 are an official
part of each LOA, whether or not they are attached to a particular copy. LOA Information in
Table 701-1 provides courtesy information only. Both must be attached to the original LOA,
which will ultimately be signed by the customer. A copy of the LOA and all attachments must
be retained by the LOA preparer or its successor organization in the official US LOA record file.
With exception of the US record copy held by the IA, the Table 701-1 attachments should
accompany only the original LOA. To help prevent unauthorized versions of the LOA, computer
or manually-generated replicas of the Standard Terms and Conditions or Information in Table
701-1 will not be used.

C. Supplemental Information. Standard Terms must be supplemented with additional
items or notes for each Offer in order to make obligations clear. When LOAs are prepared before
details are known. "notes” (which include "supplemental conditions”) will include general
coverage of this information and an estimate of when specific information on these topics can be

‘ provided to the Purchaser. Inclusion of all terms and information as a complete package within

the LOA, rather than orally or by separate correspondence, reduces misunderstandings regarding
FMS commitments. '

D. Quality Control. 1As must ensure that adequate controls exist to assure mathematical
and factual integrity. and completeness. of the LOA package.

E. Program Consolidation. LOAs involving major systems or end items will include
supporting items as opposed to negotiating separate LOAs for each of these items.

F. Travel for Purchaser Personnel. The Purchaser is responsible for all travel for its

personnel on assignment in the US or required in conjunction with FMS programs. These
services or costs will not be included on the LOA.

G. NC Charges. LOAs will not normally be established for the sole purpose of collecting
nonrecurring costs. LOAs that sell a TDP for production purposes must include an obligation for
the Purchaser to pay the USG an NC charge per unit of production which may be fixed
subsequently by an LOA Amendment. Pro rata NC charges for articles sold under FMS will be
included in the unit price. Due to inclusion of sensitive US technical production information.
data regarding USG cost pool and production quantities used to determine NC charges will not
normally be released outside DoD. (see also DoDD 2140.2)
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70103 GENERAL PROCEDURES.

A. LOR Validation. Upon receipt, the LOR must be validated to ensure the potential
customer is an eligible FMS recipient, that the item sought may be sold, and that the request was
received through proper channels (see paragraph 70003.A.2).

B. Timeframes. The IA must formally acknowledge receipt of LORs within 5 days.
Transactions for valid LORs must be submitted to DSAA for input into the 1200 System within
10 calendar days of receipt of the request (see Chapter 15). LOAs must be listed in the 1200
System prior to requesting DoS approval; i.e., prior to countersignature or, if applicable,
forwarding directly to the requestor. The maximum IA processing time between the LOR and
release of the LOA or Amendment should normally be no more than 60 days.

C. Cost Data Exclusion. The percentage rate used for détermining PC&H,
administrative, CLSSA, or other costs should not be indicated in the LOA.

D. Individual Responsible. The name and telephone number of the individual within the
IA who is responsible for the LOA should appear in the Signed Copy Distribution field as
illustrated in Tables 701-1 and 804-1.

E. Coordination. LOAs and LOIs should be coordinated through the IA comptroller and
legal counsel. The DSAA point of entry for coordination is the DSAA COMPT FMS. DSAA,
including OSD. coordination will be accomplished by Operations Directorate, including

documents which require countersignature. DSAA approwal/dxsapprm al will be provided from
FMS.

F. Documents to Accompany LOAs During Coordination. Documents discussed in
this paragraph will not be provided to the Purchaser. See Section 703 for LOAs which meet
criteria for reporting to Congress and Section 140008 for Financial Analysis for SDAF lines.
Termination Liability Worksheets (see Table 701-2), to provide the 1A’s plan for the collection of
funds to cover the llablht\ to the USG should the LOA be terminated prior to normal completion.
are 10 be included with selected LOASs as follows:

1. LOAs with a total value of $23M or more will be accompanied by a TLW when
submitted to DSAA for countersignature. Modifications or Amendments that contain a revised
payment schedule will also contain a revised TLW. For LOAs below the $25M threshold. a

formal certification that termination liability has been included in the payment schedule should
be added to the LOA file.

2. Entries for each date should show both the quarterly transactions and the
cumulative totals. The TLW will include:

a, The deposit date. normally quarterly. in accordance with the schedule of
payments. ‘ ‘

b. The total payment. including the amount to be deposited for both
disbursements and reserves.

¢. Anticipated payments to contractors or suppliers during the three months after
payment date plus amounts required to cover potential costs during that period for:

(1) Contractor holdback. which is a percentage of the amount eamned by the
contractors or suppliers that is retained by the USG to ensure contract compliance.
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(2) Termination liability, to cover the financial lability of the USG should
the contract be terminated.

3. TLWs are not required for CLSSA. BO, source code "S", or "Cash with
Acceptance” LOAs.

4. lAs will attach two copies of the TLW with the cover letter forwarding the LOA
package to DSAA COMPT FMS for countersignature. FMS will provide one copy to COMPT
FM and the other to DFAS-DE/l with the advance copy of the LOA. DFAS-DE will ensure the
TLW is retained after the Purchaser signed copy of the LOA is received. The TLW must be
loaded into DIFS prior to implementation. For any LOA, Amendment, or Modification exempt
from countersignature, [As should provide TLW copies to DSAA COMPT and DFAS-DE/I.

G. Countersignature. Unless specifically exempted (e.g., LOA Amendments and
Modifications exempted in Section 804), all LOAs, Amendments, Modifications, and LOls
require DSAA countersignature. Those exempted will show, in the countersignature block, the
pertinent SAMM section or other authority for exemption.

1. Upon finalization, or five days prior to the expiration of the Congressional review
period for AECA Sec 36(b) notifications, IAs will forward the signed original documents plus
two copies (three when FMF or MAP funded) to DSAA. DSAA COMPT will forward all
submissions to DSAA Regional Directorate for coordination. .

2. Subsequent to countersngn'ature DSAA COMPT will return the original to the 1A
for processing to the prospective Purchaser; forward a copy to DFAS-DE/ with the TLW if

applicable; and retain a copy in order to enter appropriate information into the DSAA FMS data
base.

H. Automated Case Approval System (ACAS). ACAS is designed to expedite DoS
clearance for certain LOAs, amendments, and modifications. If a case does not require clearance
by DoS, ACAS processing is not applicable.

1. ACAS will not be used for defined line LOAs, amendments, and modifications,
other than for training; LOAs, amendments, or modifications included in AECA Sec 36(b)
notifications; offering SDAF, EDA, or TDPs; or cases involving FMF. including residual MAP
merger, or third country financing; LOAs with waived costs (except where previously approved):
country-cash ﬁnancmg by El Salvador. Greece, Honduras, Japan with dual payment schedules
Jordan. Kuwait basic cases, Pakistan, Saudi Arabia, Taiwan, or Turkey.

2. With exception of exclusions listed above, and following DoS approval. IAs may
‘issue to the Purchaser ACAS-processed BO. CLSSA, and defined line training LOA documents.
This includes basic LOAs, amendments with an overall dollar value increase: concurrent notices
of modification: and scope increases, irrespective of dollar value. For hardware cases where costs
are increased by $13M or more. a statement must be included that “this case contains no MDE.”
When services involving travel to the recipient country (such as a TAFT) are included, a

statement must show “this case contains PCS personnel.” These statements. when appropriate.
should follow the item description.

3. 1As should annotate the LOA on the DSAA countersignature line "SAMM
70103.H." The DSAA countersignature line date should reflect the date of DoS approval or
- later.-

4. The IAs will provide one copy of each LOA issued to a foreign government or

international organization, along with applicable termination liability worksheets (TLWs) to
DSAA/COMPT-FM and DFAS.
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70104 PREPARING THE LETTER OF OFFER AND ACCEPTANCE. A sample
completed LOA is included in Table 701-1. Information which is not part of the basic format is
bracketed and in bold type for emphasis (brackets should be excluded. and normal type used, in
actual LOAs). The following guidance also applies.

A. LOAs reported under AECA Sec 36(b) will include at the end of Terms of Sale on page
one the DSAA transmittal number used in the statutory Congressional notification (e.g..
Congressional notification 92-135).

B. An expiration date of 85 days (25 days for additional administrative processing and 60
for country review) following 1A signature should be used. A note should explain any instances
when the Purchaser will have less than 60 days for review; for example. where the Purchaser

requested expedited shipment or the quote is contingent on award by a certain date.

C. The blank entry in "This page through bage _ attached are..." will be the total pages
of the LOA, excluding the Standard Terms and Conditions and courtesy Information.

D. The LOA should be signed for the US prior to forwarding to DSAA for
countersignature or, when applicable, directly to the requestor.  The US Signature is an
authorized |A representative. The date is the day, month, and year the LOA is forwarded.

E. The Items to be Supplied information should show the following--

1. The LOA will contain a separate line for each article that is measured in units (U/1
"EA" in Section 1503). For LOAs with more than one significant article or service, number each
consecutively, normally grouping items and support from most to least substantial (e.g.,
determined by line dollar value, sequence of phased execution, or other organized breakout).
Sub-lines may be used to the extent they are compatible with MASL breakout and reporting by
generic code identification.

2. The LOA will group dollar-denominated items (U/1 "XX" or blank), such as spare
parts and training. to the extent that common generic codes apply (e.g.. tool kits with identical
generic codes should be under a single line).

3. Item Description’Condition must include the correct Generic Code and MASL line
data (Section 1503), NSN or part number, MDE(Y)/non-MDE(N) code. a description of the
articles or services. and the condition code or reference to a note in which the condition will be
shown.

a. References to other information within the LOA may also be included; for
example, for weapons systems. the reference may relate to an attachment to the LOA which will
include descriptive information for individual items grouped generically in the item description
column.

b. When EDA are sold unaer the AECA and included in an LOA line. "Excess
Defense Articles, Acquisition Value is $ " must be at the bottom of the item
description for that line.

4. If all line items cannot be listed on the second page of an LOA. show only the
program total and list the remaining items on continuation sheets.

F. Quantity, Unit of Issue. and Unit and Total Costs information should be entered, as

applicable. Source Code, Months (availability following acceptance), Type of Assistance (TA)
or Training Notes, Offer Release Code, and Delivery Term Code entries are discussed in LOA
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Information (Table 701-1). When more than one code applies, "Note __ " should be shown and
an explanatory note should be included in the LOA.

G. Where the unit or extended price exceeds $100, cost information may be rounded to the
nearest whole dollar. Charges other than those below should be detailed in a note.

1. Net Estimated Cost is the estimated articles and services costs, which should not
include administrative or assessorial charges.

2. Charges for Packing, Crating, and Handling; Administrative Charge; and Supply
Support Arrangement are based on percentages in the FMR.

_ H. Terms of Sale are based on Paragraph 130104.C (Cash, FMS Credit, FMS Credit Non-
Repayable, or MAP). The IA should enter the type and amount of funds. DSAA will adjust the
type and amount of funds at the time of countersignature, consistent with availability of funds, or
return the LOA to the IA for repricing as required. In order to reduce prices charged to MAP or
FMS Credit Non-Repayable, the IA should advise recipients to use these funds to wholly finance
LOAs which include NC or military pay costs.

I.  "Initial Deposit" will be shown in lieu of the date as the first entry under Payment Date,
with the amount under Quarterly and Cumulative.

70105 _ADDITIONAL CONSIDERATIONS. The following subparagraphs are aligned to
the column "Supplementary Information for Letters of Offer and Acceptance" in Table 701-3.
The Checklist shown in Table 701-4 may be used at the option of the IA.

A. Shipments. See Section 802 for additional transportation information and Tables 701-
5 and 701-6 for additional transportation terms and conditions. See Chapter 5 for export
* licensing and customs clearances.

1. FMS recipients must have the continuing capability to transport their materiel.
Any use of DTS, to include related terms and conditions for movement, must be stated in the
LOA. DBOF items; firearms; explosives; lethal chemicals; other hazardous materiel, air cargo
that exceeds commercial capability; and, occasionally, classified materiel are moved within DTS.

2. Other use of DTS must be approved by DSAA and OUSD(A&T) on a case-by-case
basis. Each request to allow special use of DTS must be supported with a statement that shows
projected tonnage, special transportation requirements, and other relevant information that would
justify the commitment of DoD transportation assets. Upon approval, the extent of the
authorization must be shown in the LOA.

3. For items not routinely shipped via DTS, the normal method of movement of FMS
materiel is by commercial carrier to the freight forwarder designated by the Purchaser. Offer
Release, Delivery Term, Mark For, and Freight Forwarder codes help the USG and Purchaser
understand that materiel will be shipped by collect commercial bill of lading to freight
forwarders or as coded based on DoD 4140.17-M. DoD 4000.25-8-M (MAPAD) should be used
to guide Purchasers to provide Mark For and Freight Forwarder codes.

4. Procedures above also apply to repair and return. The IA should assure that the
LOA for the repair and return of materiel provides, when possible, a Purchaser schedule for
returns and a CONUS address for return of each item.

5. The FMS Purchaser must advise whether aircraft will be delivered by commercial

ferry service (arranged by the customer), DoD ferry, or surface transportation. LOAs will
contain the stipulation that delivery will be made only under one of the following conditions:

701-5 Change No. 8, 1 April 1998



DOD 5105.38-M

a. In the event flight delivery of the aircraft is desired by the Purchaser, the
aircraft must be placed in safe condition consistent with established standards of the military
service of origin or FAA. Required maintenance may be done through negotiation with the IA or
FAA certified facility, and costs will be borne by the Purchaser. Aircraft will be released for
flight only after an inspection by the service or FAA, as appropriate, has determined that
standards have been met. Table 701-5 shows examples of terms and conditions for aircraft
ferrying, which may be amplified to comply with specific requirements.

b.  Aircraft not to be restored to the criteria above will be sold with the
understanding that they will be delivered to destination by surface transportation only.

B. Delivery Schedule. The MOS (months) entry on the LOA provides the estimated
leadtime from the date of LOA acceptance to the date of delivery. A schedule of estimated in-
country or CONUS equipment deliveries by month will be provided for major end items. When,
due to Purchaser request or to meet program scheduling needs, items are not to be delivered
earlier than a specified date, this should be shown on the LOA.

C. Personnel Movement. Coordination of actions necessary to select and schedule
personnel travel required to provide services under the LOA is normally completed concurrent
with other steps taken to complete the program.

D. Qualifications Regarding Validity of Data. Deviations from the LOR, extraordinary

reservations concerning the price quoted, and the extent to which either the price or availability is
dependent on action to be taken by the USG (e.g., selection of equipment for US forces) are
examples where further explanation should be included.

E. PCS and TDY Clearance With US Chief of Mission. The IA will notify the SAO by
message of any requirements for assignment of PCS (but not TDY) personnel to Purchaser -
country, including projected start date and duration, number by rank or grade and specialty, and
in-country location. DSAA Operations, the unified command, SecState (FMP/MP and
PM/DRSA), and the embassy will be information addressees. The SAO will coordinate with the
US chief of mission and report PCS personnel support cost data, as well as obstacles to their
acceptance or support, to the IA. The IA will include PCS personnel support costs in the LOA-
and will advise of the PCS requirement and of any support problems in the cover letter when the
LOA is submitted to DSAA for countersignature. LOAs which include PCS or TDY personnel
should specify, to the extent known:

1. The number of personnel who will perform the task.
2. Planned dates of arrival and departure

3. In- country destination and "home station."

4. Extent of in-country travel required. -

F. Personnel Protection and Related Costs. For the purpose of performing services
outside the US, “US personnel” as discussed below and in Table 701-7 pertains to personnel
involved in the performance of actions under the LOA.

1. In carrying out LOA programs, it is desirable that US personnel operate to the
extent possible in safety and immunity in US-type conditions. A government-to-government
SOFA is commonly used for acquiring safety and immunity for US personnel. Where the

MILDEP General Counsel (GC) indicates a SOFA (see Table 701-8) or SOFA-like agreement
exists, which is pertinent to the SA case at hand, that agreement may be referenced in the LOA
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and noted in the countersignature cover memo in order to highlight to DSAA that DSAA/Dol)
GC approval may be required.

2. The DoD GC has advised that inclusion of SOF A-like status provisions in an LOA
requires that the LOA bhe satted through DoD in accordance with procedures for staffing
international agreements in DoDD 33303 (see Section 140103). Since these procedures are
complex and require the development of specialized supporting documentation. inclusion of
status provisions in LOAs should be avoided if possible. Status provisions will not normally be
used to require compliance when authority to ensure compliance is outside the Purchaser’s

defense establishment. Individual situations should be brought to the attention of DSAA for
coordination during LOA preparation.

5. Provisions for recouping costs associated with in-country duty (e.g.. currency
revaluation. unanticipated import/export charges) are covered in LOA Standard Terms and
Conditions and do not normally require special LOA provisions. Where it is envisioned that
failure by the Purchaser to abide by existing SOFA or other status provisions may result in
increased costs associated with an FMS program. Table 701-7 shows sample terms and
conditions and required Purchaser actions which can be used as a guide.

G. Separate MOU or Detailed Statement of Work (SOW). Major programs may call
for an MOU or SOW, which should be referenced or attached to the LOA. For routine LOAs. a
detailed SOW can be avoided by providing the following information:

1. Description of the nature of the service to be performed. together with its purpose:

2. Statement of where and how the service will be performed: and

5. Statement of the anticipated result when the service is completed, together with any
information of which the Purchaser should be aware regarding USG reservations or
qualifications as to the probable success of the project.

H. Schedule of Personnel Training. Defined line LOAs should include tirm scheduling
of personnel into specific training courses. When this is not feasible. LOAs should set forth
training plans and schedules in general terms. and should show the need to define training needs
at a later date. BO LOAs for training will include "notes” to explain the scope of coverage and
methods for definitizing and requesting courses. LOAs must specify Purchaser responsibilities

such as providing pay and allowances. housing. qualified students. and any required supervision
thereof.

I.  Logistics Information. This supplements Section 802.

1. LOAs will show 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 risks which might be assumed as a result of the variance. The notes
will highlight any purchase of a configuration contrany to thai recommended by the USG.
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2. LOAs will include any requirement for, and scheduling of. logistics conferences or

other program management actions for the purpose of definitization.  The costs of 'such
conferences which oceur prior to acceptance of the 1.LOA can be funded from the Administrative

Budget Account Allocation of the LA, with reimbursement from the Program Management line of

the LOA after it is accepted. Funding is discussed in Section 702. These actions pertain to
approved-programs and are distinguished from AECA Sec 26 sunvey teams (Section 400).

3. The IA will assure that at least a one-vear supply of concurrent (initial) spare parts.
through fourth echelon. at US peacetime usage rates. are included with equipment being offered.
Such spare parts packages should be identified on the LOA by category and total value rather
than by article.

4. For offers of MDE items. the Purchaser will be advised of the estimated period that
USG repair parts support will be available.

5. If the Purchaser has requested that procurement of a particular item is to be
provided from a single source. the designation will be addressed in the "notes” (see Section
80102).

6. Any USG intent to develop logistics or maintenance support plans will be
specified.

7. The bases for logistics support costs will be specified. These should include the
period of support of the initial spares package. operational deplovment of equipment, level of
maintenance to be accomplished by the Purchaser. number of maintenance sites. or other basis as
applicable. '

8. To ensure logistics support of weapons systems. the LOA should identify critical
long-leadtime items which must be procured in advance of total program definitization.

9.  Known limitations in condition must be shown using codes in Table 701-1 or in
"notes”. The LOA should specify that the cost of any rehabilitation is not included in the "as-is"
price. The Purchaser should normally be invited to inspect. in advance of receipt of the LOA if
possible. major items and substantial .quantities of excess equipment being sold in “as-is"
condition. :

10. CLSSA and BO LOAs must show supported major items.

J. Responsibility for Initiation of Requisitions. The LOA will show which panty is to
initiate requisitions. If a Purchaser responsibility. the LOA will contain information to enable
correct requisition initiation and routing.

K. Pavment Schedule Requirement. Unless the initial deposit constitutes the total value
of the LOA. each LOA financed under Terms of Sale Dependable Undertaking. Cash Prior to
Delivery. FMS Credit. MAP. or any combination thereof will include a pavment schedule. This
payment schedule will show the calendar dates when each payment is required and the amount
due on each calendar date. The total of these amounts will be equal to the amount retlected on
the LOA "Towal §" line. An LOA for any Purchaser currently or anticipated to be approved for
FMS tunding will include the tollowing note:

“If terms of sale specify pavment under a Foreign Military Financing (FMF) agreement
between the Purchaser and DoD. Purchaser will pay to the USG. on a dependable undertaking
basis. such costs as may be in excess of the amount funded by the FMF agreement.”

L. Additional Notes. Advice should be obtained from the IA legal oftice when special
circumstances require an expansion of standard or supplemental indemnity clauses included in
this Section. '
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1. Ammunition and Other Explosives. Offcers for these items will include the

tollowing:

The USG is a selt-insurer and. in this connection. vour attention 1s invited to
Standard Terms and Conditions 1.2 and 3.1.  DoD shall employ the same
inspection procedures for ammunition and other explosives as would be used in
the procurement of these types of items for itself. Lot production of ammunition
and other explosives. however. carries risks associated with the items' resultant
performance. This risk is assumed by the USG in procurement for its own use.
and this risk is also assumed by the Purchaser in procurement for its use under this
Offer. Accordingly. financial restitution will not be made for claims made on SF
364 ROD (see Standard Condition 3.4) for deficiencies pertaining to these items
unless such claims involve damage due to USG actions with respect to
compliance with applicable inspection critenia and procedures. or USG actions
with respect 1o packing. crating. handling. or transportation, or unless the USG
can obtain equal restitution from its contractor.

2. Patent Rights. In the event that an individual. commercial entity. or foreign

country should assert ownership of a foreign patent on an item to be sold under FMS. and there
are reasonable grounds for the belief that a Purchaser may be subjected to a possible claim for
infringement. DoD components. in coordination with DSAA, are authorized to make such a sale.
provided a note is added advising the Purchaser of the existing allegation of a foreign patent
right. The note should read substantially as follows:

LOAs:

(Name of individual. commercial entity. or foreign country. and address) has
alleged rights in certain components of the (item) offered herein. In this
connection. the Purchaser's particular attention is invited to Standard Condition 3.

3. Security_Assurances. As appropriate. the following note should be included in

a. ForLOAs with NATO Commands or Agencies -

All US classitied material or information (to include plans. designs.
specifications. and technical data) provided under this Letter of Offer and
Acceptance shall be protected as NATO classified information of an equivalent
classification level in accordance with the policy and procedures contained in

NATO Document C-M(33)15 (Final). ‘Security Within the North Atlantic Treaty
prganization'.

l

b. For Purchasers who propose to xéke custody of classifed materiel in the US.

and who comply with the provisions of Paragraph 30111.C.1. the 1A will incorporate the
transmission instructions (an alternative for shipment of classified materials) or the requirement
for an approved transpontation plan (see Table 303-4) into the security requirements of the LOA.

{When

4. Offset Administrative Costs. All LOAs will contain the following note:

The DoD is not a party to any offset agreements/arrangements which may be
required by the Purchaser in relation to the sales made in this LOA and assumes

no obligation to administer or satisfyv any offset requirements or bear any of the
associated costs.

*

a contractor requests inclusion of offset administrative costs in the line item unit

cost. see Section 140107))

»

7019 - Change No. 8. 1 April 1998
2



7010~5-L.5- DOD 5105.38-M

3. Shipment Consolidation. 1.0OAs shall contain the following note when substantial
shipment consolidation of the articles thereon is anticipated:

This is supplemental to LOA Standard Terms and Conditions provision 5.4. If the
UiSG determines that delivery was delayed more than 90 days following passage
of title due to shipment consolidation. the date of the shipment from the
consolidation location may pe used as the start point in determining the one vear
period for claim cligibility only.

6. OT&E Incomplete. If the LOA includes developmental systems which have not
vet been approved tor US production [i.e.. Defense Acquisition Board full rate production.
following successful final OT&E (Milestone 3.b): has not been approved]. a note will be added
which concisely summarizes the potential effects on the program if the system does not receive
production approval.

7. Environmental Hazards. Add the following when unusual environmental
hazards are expected as a result of the sale:

“There may be items included in this sale that require special skills or equipment
for operation. maintenance. or disposal in a manner which will minimize environmenta! hazards.
Purchaser should refer to [technical manual or other source data] for details.”

8. TOW-2B. For each FMS offer of TOW 2B missiles. the applicable DSAA
country director will be consulted regarding the need 1o add the following LOA note:

Phyvsical Security _and Accountability. The [SAO] will be permitted. at its
discretion. to conduct an inspection and physical inventory of all missiles transferred under this
LOA. Upon request. the inventory and accountability records maintained by the Purchaser will
be made available to the US personnel conducting this inspection.

9. Man-Portable Air Defense Svstems

a.  The following note should apply to sales to NATO. NATO Nations. Japan.
Australia. and New Zealand:

"Purchaser agrees to adhere to the following additional security requirements
associated with [insert appropriate missile/system]. Modification of specitied requirements to
meet indigenous conditions may be approved by the Office of the Deputy Chief of Staft for
Operations and Plans (DANMO-ODL-S). US Army.

“a. Physical Security. The [insert appropriate missile] will be stored in
magazines that are at least equivalent in strength to US Army requirements as specified in
subparagraph (1) below. The Purchaser also agrees to comply with US Army specified
requirements for lighting. doors. locks. kevs. fencing. and surveillance and guard systems.
Specific requirements will be agreed upon and installed prior to delivery of the missile system.

US Army representatives will be allowed 1o verify security measures and procedures established

for implementation of these requirements.

“1. Magazines. Reintorced concrete. arch tvpe. earth covered whose
construction is at least equivalent in strength to the requirements of Chapter 5. Department of
Defense Manual 6035.9 - STD. Ammunition and Explosive Safety Standards. July 1984, will be
used for storage (standards of which will be provided to the Purchaser).

“2. Lighting. Lighting will be provided for exterior doors and along
perimeter barriers. Security lighting requirements will conform to the ammunition and safety

701-10 Change No. 8.1 April 1998
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by-the Purchaser will be made available to the US personnel conductlng this
inspect:

‘_ \mﬁe&it\hjs LOA. Upon request, the inventory and accountability records mai {

9. Man-Portable\/{'r Defense Systems

a. The followir} te should apply to sales to NATO, NAT'J Nations, Japan,
Australia, and New Zealand:

“Purchaser agrees to adhere to the following additional se/g;r/zty requirements associated with
[insert appropriate missile/system]. Modific catkn of spegified requirements to meet indigenous

conditions may be approved by the Office of the\l{pu v Chief of Staff for Operations and Plans
(DAMO-ODL-S), US Army.

/

“a. Physical Security. The [insert appropriate pissile] will be stored in magazines that
are at least equivalent in strength to [ Szjfmy requirements as specified in subparagraph
(1) below. The Purchaser also agr s to comply with-JsS ' Army specified requirements for
lighting, doors, locks, keys, fengvg and surveillance and\guard systems. Specific
requirements will be agreed upon and installed prior to deliver of the missile system. US
Army representatives will,. & allowed to verify security measure);>nd procedures
established for implenge ation of these requirements.

y
' “1. Magazip 1é6s. Reinforced concrete, arch type, earth covered whos\cKstructzon
- is at leaﬂaequzvalent in strength to the requirements of Chapter 5, Depaﬂ ent of
Defe/t ¢ Manual 6055.9 -- STD, Ammunition and Explosive Safety Standards ul%
, will be used for storage (standards of which will be provlded to the
urchaser)

“2. Lighting. Lighting will be provided for exterior doors and along perimeter
barriers. Security lighting requirements will conform to the ammunition and safety
requirements of US Army Technical Manual 9-13 00—206 appendix C. (standards of
which will be provided to the Purchaser).

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

“4. Fencing. Fencing will be six foot (minimum) steel chain link with a one foot
overhang mounted on steel or reinforced concrete posts over firm base. Clear zones
will be established 30 feet inside and 12 feet outside the perimeter fence (provided
there is adequate space).
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“5. Surveillance and Guard. A full-time guard force or combination guard force
. and intrusion detection system (IDS) will be provided. When the IDS is not
operational, 24 hour guard surveillance is required.

“6. Access to Storage Facilities. Two authorized persons will be required to be
present during any activity which affords access to storage facilities containing
[insert missile/system]. Lock and key procedures will be developed to ensure that no
single individual can obtain unescorted or unobserved access to [insert
missile/system] storage facilities.

“b. Accountability.

“1. A 100 percent physical inventory of [insert items required to be inventoried],
when applicable, will be taken monthly by the Purchaser. A 100 percent physical
inventory by serial number shall be taken quarterly of [insert items] issued at the
operational unit level. A 100 percent physical inventory by serial number shall be
taken semiannually of [insert items] stored or retained at installation, depot, post, or
base level. All inventories must be conducted by two authorized persons to ensure
verification. [Insert items] expended during peacetime will be accounted for by
serial number.

“2. The [insert appropriate foreign country SAO] will be permitted to conduct a US
inspection and inventory of [insert items] by serial number annually. [As

‘ appropriate, insert {items} are required to be inventoried annually by physical
count.] Inventory and accountability records maintained by the Purchaser will be
made available for review.

“c. Transportation. Movements of [insert appropriate missile] will meet US standards
for safeguarding classified materiel in transit as specified by the USG in DoD 5100.76-M,
Physical Security of Sensitive Conventional Arms, Munitions, and Explosives (standards of
which will be provided to the Purchaser), and paragraph 8 below.

“d. Access to Hardware and Classified Information.

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

“2. Maintenance which requires access to the interior of the [insert missile,
operational system, etc] beyond that required of the operator, and maintenance or
repair which requires access to the interior of the guidance assembly of [insert
item(s) ] will be performed under US control.

. - “e. Compromise, Loss, Theft, and Unauthorized Use. The Purchaser will report through
the security assistance office and country team to the DoS by the most expeditious means
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any instances of compromise, unauthorized use, loss or theft of any [missile and any other
material] or related information. This will be followed by prompt investigation and the
results of the investigation will be provided through the same channels.

“f. Third-Party Access. The recipient will agree that no information on [insert
appropriate missile] will be released to a third-country government, person or other-third-
country entity without US approval. :

“g. Damaged/Expended Materiels. Damaged | insert systems, material] will be returned
to the US Army for repair or demilitarization.

“h. Conditions of Shipment and Storage for [insert missile system]. Principal
components (missiles and, as applicable, gripstocks or launchers) of the [insert missile
system and any other items requiring separate storage] will be stored in at least two
separate locations and will be shipped [show how; e.g., in separate containers,
separately]. The storage locations will be physically separated sufficiently so that a
penetration of the security at one site will not place other sites at risk.

“i. Conditions of Use. Assembly of the system will not be permitted for field exercises or
deployments wherein the use of the [insert appropriate missile] system is simulated. In
such cases, inert training devices may be used. The recipient will use information on the
[insert appropriate missile] only for the purpose for which it was given.”

b. All sales of MANPADS to nations other than those identified in a. above will
include notes in a., with exception of subparagraph i. Subparagraph i, “Conditions of
Use,” will be replaced with:

“i. Conditions of Use.

“1. The two principle components of the [insert appropriate missile system and any
other items ] may be brought together and assembled under the following
circumstances:

“(a) In the event of hostilities or imminent hostilities.

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

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

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



List Bullet 4;

“2. The Purchaser will advise the US Security Assistance Organization in advance
of any assembly of the various missile and [insert any other items] for the [insert
appropriate missile] for training or lot testing.

‘{ The US Government will be notified of deployments through the Securzty
Assgstance Organization.

»

“The Purchaser agrees thgUuS Government will not incur liability for adverse reactions,
morbidity, mortality, or anygother actual or possible consequential damages resulting from
use, storage, or handling of a@thrax vaccine by the Purchaser, to include acts or omissions
of its officials, agents, or emplgyees. The Purchaser further agrees to indemnify and hold

“harmless the US Government t%y and all liability in the event liability is incurred.”
@@ (Added by E-Change 1, 12 Ajg 98)

11. @@ Waiver of NC Charges Adgyone of the following notes, as applicable, for each

defined line LOA:

of this LOA. The customer’s waiver of

“ ‘Nonrecurring costs (NC) apply to line item [nu} ‘
by DSCA memorandum I-[number]

NC costs against line item [number] has been approv
dated [date] and no NC costs are included herein.’

“ ‘Nonrecurring costs (NC) apply to line item [number] of this LOA. The customer’s request for
waiver of NC costs against line item [number] is under revievgand was forwarded to DSCA on
[date]. An LOA Amendment or Modification will be prepared igreflect this waiver if approved.’

If desired, a request for
'or consideration prior to

“ ‘Nonrecurring costs (NC) apply to line item [number] of this L%
waiver of NC costs must be forwarded, with appropriate justificati
your acceptance of the LOA.’

“ ‘No Nonrecurring costs (NC) apply to this FMS sale.”” @@ (Added b\
1998)

-Change 6, 30 Dec .

12. @@ Unauthorized Use of Defense Articles. All LOAs will contaié‘he following
note: :

Defense articles furnished under this LOA may be used only for those authorized
purposes set forth in section 2.2 of the Standard Terms and Conditions, unless the
written consent of the U.S. government has been obtained for a different usgy The
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“3. The US Government will be notified of deployments through the Security
Assistance Organization.” . _

e @ (Paragraphs 70105.L.9.c through 70105.L.9.d.(8) moved to
Paragraph 20301.K.) @@

10. @@ (Added 12 Aug 98) Anthrax Vaccine. The following note applies to all
LOAs with anthrax vaccine: "The Purchaser agrees the US Government will not incur liability
for adverse reactions, morbidity, mortality, or any other actual or possible consequential damages
resulting from use, storage, or handling of anthrax vaccine by the Purchaser, to include acts or
omissions of its officials, agents, or employees. The Purchaser further agrees to indemnify and
hold harmless the US Government for any and all liability in the event liability is incurred." @@

M. Acceptance Process. The Purchaser should sign the LOA and complete the Typed
Name, Title, Agency, and Information to be Provided by the Purchaser portions. Copies should

be forwarded to the IA and to DFAS-DE/ along with the required initial deposit before the
expiration date.

1. Normally, the greater the period of time between Offer and Acceptance, the greater
the likelihood of decreased accuracy of data. Requests for extension of the expiration date by the
Purchaser will be honored only after a review by the IA. The Purchaser should be authorized to
make any pen and ink change to the expiration date via message, with a copy to DFAS-DE/L. All
concerned should be advised of the consequences of extension.

2. Pen and ink changes should be kept to a minimum, with processing as follows:

a. Minor changes, made prior to implementation of a Modification or Purchaser
signature of an LOA or Amendment, may be approved by the IA. This may include insignificant
technical corrections such as a small arithmetic change which does not increase total value and
administrative changes such as an address correction, initial deposit or payment schedule
adjustment, or extension of the offer expiration date.

b. More significant changes, such as an increase in program scope (including a
revision of the terms of sale or total costs), Modification changes other than those in paragraph a.
above, and any change to an LOA or Amendment which has been signed by the Purchaser,
require DSCA (through Compt-FM) concurrence. Changes initiated after a Modification has
been implemented will normally be completed in another Modification versus a pen and ink
change. Changes initiated after LOA or Amendment Purchaser signature will normally be

accomplished through a corrective Amendment implemented subsequent to the basic LOA or
Amendment.

c. In conjunction with these changes, the IA must (1) formally confirm all
authorized pen and ink changes, prior to the expiration date, to the Purchaser with a copy to
document distribution addresses; (2) submit appropriate S3 transactions (Section 1500) for
expiration date changes; (3) following acknowledgment of receipt of Modification or Purchaser
signature of the LOA or Amendment, furnish those documents, altered by authorized pen and ink
changes, to their distribution addresses; and (4) furnish revised TLWs (Paral40008) if applicable.

When an LOA or Amendment is signed by the Purchaser and returned to the IA with
unauthorized pen and mlg changes, it will normally be processed as a counter-offer. Re-statement
and re-offer, or cancellation and a new LOA or Amendment, will be the routine courses of action

< 3. When accepted, distribution will be made in accordance w1th instructions in the
LOA. '

701-13 Based on I-98/72261, 12 Aug 1998
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4. Each SAO will immediately advise DSCA COMPT and the IA by priority message
when the LOA has been accepted or rejected. When LOAs are accepted for a foreign country or
international organization not served by an SAO, or where LOAs are often routinely signed
- without direct SAO involvement, the LOA will have an annotation requiring the signature
authority to immediately notify DFAS- DE/I and the IA by message showing the acceptance date.
If notice of acceptance is not received within ten calendar days after the expiration date, the
LOA, even though accepted, may be cancelled.

N. Central FMS Transaction Processing Activities.

Army Action Address -
- Department of the Army '
US Army Security Assistance Command
5001 Eisenhower Avenue
Alexandria VA 22333-0001

Messages - CDR USASAC Alexandria VA/AMSAC//

Information Address -

Department of the Army

Deputy Undersecretary of the Army (IA)
~ Washington DC 20310-0512

Messages - DA WASHINGTON DC//SAUS-1A//

Department of the Navy

Navy International Programs Office
Crystal Gateway North, Suite 701E,
1111 Jefferson Davis Highway
Arlington VA 22202-1111

£

Messages - NAVY IPO WASHINGTON DC

Air Force - Communications, Electronics. Aircraft. and
Missile Systems -
Headquarters, US Air Force (SAF/IAX)
Washington DC 20330-1000

Follow-On Support -
Air Force Materiel Command

Air Force Security Assistance Center
Wright-Patterson AFB OH 45433-5000

Training - ' .
Air Force Security A551stance Training Group
Randolph AFB TX 48150-5001

=)
-
>

Excess Property -
Defense Reutilization and Marketing Service
74 N. Washington Street
Federal Center
: Attn: DRMS-DPDS
< Battle Creek MI 49016-3412

701- 14 Based on [-98/72261, 12 Aug 1998
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Messages — Fort Belvoir Va// MMCI

Contract Administration Service (CAS) -

Defense Contract Managment Area New York
International Logistics Office

201 Varick Street

New York NY 10014-4811

Messages - DCMAO NEW YORK NY/INTL LOG OFC//

Cataloging Services -

Defense Logistics Service Center

74 N. Washington Street

Federal Center

Attn: DLSC-FD -

Battle Creek MI 49016-3412

Messages - DLSC BATTLE CREEK MI/DLSC/FD//

Cataloging Training -

Defense Logistics Agency

Attn: DLA-MMCI

8725 Kingman Road, Suite 2533
Fort Belvoir VA 22060-0221

National Imaging and Mapping Agency

6001 Mac Arthur Blve
Bethesda MD 20816-5001

701-15 Based on 1-98/72261, 12 Aug 1998



DOD 5105.38-M

United States of America
Letter of Offer and Acceptance (LOA)

[AT-P-BLZ]
Based on [AUSTDEF ltr 2/265 of 10 Apr 92]

Pursuant to the Arms Export Control Act, the Government of the United States (USG) offers
to sell to [the Government of Australia, Office of the Naval Attache, 1601 Massachusetts
Ave., NW, Washington, DC 20036] the defense articles or defense services (which may include
defense de51gn and construction services) collectively referred to as “items,” set forth herein,
subject to the provisions, terms, and conditions in this LOA.

~ This LOA is for [Standard Missile Block VI, support items, and services.]
Estimated Cost: [$19,510,825] Initial Dep051t [$19,360,450]
Terms of Sale: [Cash prior to dellvery/dependable undertaking.
Congressional notification 92-17]

 This offer expires on [22 July 1992] Unless a request for extension is made by the
Purchaser and granted by the’ USG, the offer will terminate on the expiration date.

- This page through page [4], plus Letter of Offer and Acceptance Standard Terms and
Conditions attached, are a part of this LOA.

The undersigned are authorized representatives of their Governments and hereby offer and

accept, respectively, this LOA: ' .
: [30 May 92]
US Signature Date Purchaser Signature Date
[A.R. DiTrapani”
Director] -
Typed Name and Title Typed Name and Title
'm avy International Programs Office] '
Implementmg Agency Agency
DSCA Date

Information to be provided by the Purchaser:

Mark For Code ___, Freight Forwarder Code , Purchaser Procuring Agéncy
Code___ , Name and Address of the Purchaser's Paying Office

Table 701-1. Page 1 of [13] pages

Explan4tions for acronyms and codes, and financial information, may be found in attached
“Letter of Offer and Acceptance Information.”

701-16 Based on 1-98/72261, 12 Aug 1998
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Items to be Supplied (costs and months for delivery are estimates):

3) ) @ O
(69) Qty, @) SC/MOS/ Ofr Del
Itm ) Unitof Costs TA or Rel Trm
Nbr Description/Condition _Issue (a) Unit (b)Total  Notes Cde -- Cde
1. B2D 141000STDMSYS(Y)40 EA  $448,732 $17,949,280 S@4) v/ 8
STANDARD MISSILE TA3
BLOCK VI (Note 1)
2. B2D 141000STDCONT(N) : 347,631 X4) A 4
CONTAINERS (Note 2) TA 4
3. MiB 020200M1SSLTA(N) 150,375 X(24) A 4]
TECHNICAL SERVICES . TA 4
(Note 3)
(8) Net Estimated Cost $[ 18,447,286
(9) Packing, Crating, and Handling 231,800
(10) Administrative Charge 553,419
(11) Transportation 278,320
(12) Other [specify when applicable]
(13) Total Estimated Cost ' ~19,510,825]

To assist in fiscal planning, the USG provides the following anticipated costs of this LOA:

ESTIMATED PAYMENT SCHEDULE

Payment Date Quarterly Cumulative
[Initial Deposit $19,360,450 $19,360,450
15 Dec 92 21,483 19,381,933

15 Mar 93 21,482 . 19,403,415

15 Jun 93 : 21,482 19,424,897

15 Sep 93 - 21,482 _ 19,446,379

15 Dec 93 21,482 19,467,861

15 Mar 94 21,482 19,489,343

15 Jun 94 ' 21,482 19,510,825]

Table 701-1. Page 2 of [13] pages
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Signed Copy Distribution:

1. Upon acceptance, the Purchaser should return one signed copy of this LOA to Defense
Finance and Accounting Service (DFAS), ATTN:DFAS-DE/I, Denver, CO 80279-5000.
[Simultaneously, wire transfer of the Initial Deposit should be made to: United States
Treasury, New York, NY, 021030004, DFAS-DE/I, Agency Code 00003801, showing
"Payment from Australia for AT-P-BLZ"; or, a check for the initial deposit should
accompany the signed copy of the LOA or be sent simultaneously to DFAS, with a letter
identifying the purchasing country and the LOA identifier.]

2. One signed copy plus a copy of the letter of transmittal forwarding payment to DFAS, or
other evidence of payment, should be returned to [Department of the Navy, Navy
International Programs Office, Washington, DC 20350-5000].

| Questions may be directed to Mr. Baillie, Navy IPO 049, DSN 222-0704, CML (703) 692-0704.

LETTER OF OFFER AND ACCEPTANCE STANDARD TERMS AND CONDITIONS, attached
Jfollowing page (4], are a part of this LOA. The following terms and conditions also apply:

[Note 1. The configuration of the Standard Missile will be specified in NAVSEA Drawing
Number 5246986-13. The missile and its components are classified. All missiles will be
issued from stock in Condition Code A and configured with the MK 45 MOD 6 target
detecting device. A listing of the exact configuration with ORDALTS and the remaining
service life of each component, if applicable, will be provided prior to delivery. The dual
thrust rocket motors have a remaining service life of ten years. USN assets will be replaced
in kind from procurement. The estimated cost is based on the contract cost, including
management of the replacement procurement. The expected delivery date is 30 November
1992.

Note 2. Containers are being provided for shipment and storage of item 1 defense articles
based on documented requests from the Purchaser.

Note 3. This includes initial estimated USN or contractor engineering support related to
the LOA such as performing technical reviews, analyzing firing data, and answering
general technical queries. Specifics will be defined in program management meetings.

Note 4. The Offer expiration date allows less than the normal time for review in order to
meet the contract award date for the replacement procurement.

Note 5. The Purchaser will be charged for the use of USG sponsored (Government Bill of
Lading) transportation services for items which are classified Confidential or are explosive.

" This is effective for Offer/Release Code Z and Delivery Term Code 8 items. Items other
than classified or hazardous will be shipped Collect Commercial Bill of Lading to
applicable freight forwarders.

Note 6. The projected LOA closure date is March 2000.

Note 7. This LOA will be implemented under the Standard Accounting and Reporting
System (STARS).

Table 701-1. Page 3 of [13] pages
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Note 8. The Purchaser may cancel this LOA upon request to the Implementing Agency;
however, an administrative charge that equals one-half of the applicable administrative
charge rate times the ordered LOA value, which is earned on acceptance, or the applicable .
administrative charge rate times the actual LOA value at closure, whichever is higher, may
be assessed if cancelled after implementation.

Note 9. The USG is a self-insurer, and in this connection your attention is invited to
Standard Terms and Conditions Section 5.3. The US Department of Defense shall employ
the same inspection procedures for this ammunition as would be used in the procurement
of this type of ammunition for itself. Lot production of ammunition, however, carries risks
associated with the ammunition's performance. This risk is assumed by the USG in
procurement for its own use, and this risk is also assumed by the Purchaser in procurement
for its use under this LOA. Accordingly, financial restitution will not be made for claims
made on SF 364, Report of Discrepancy (ROD) (see Standard Terms and Conditions
Section 5.4) for ammunition deficiencies unless such claims involve damage due to USG
. actions with respect to packing, crating, handling, or transportation, or unless the USG can
obtain equal restitution from its contractor.]

Table 701-1. Page 4 of {13] pages
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LETTER OF OFFER AND ACCEPTANCE STANDARD TERMS AND CONDITIONS

Section ) : :
Conditions — United States Government (USG) Obligations
Conditions ~ General Purchaser Agreements
Indemnification and Assumption of Risks

Financial Terms and Conditions

Transportation and Discrepancy Provisions

Warranties '

Dispute Resolution

QO L B W R —

1  Conditions — United States Government (USG) Obligations

1.1 Unless otherwise specified, items will be those which are standard to the US Department of Defensé
(DoD), without regard to make or model. ’ :

1.2 The USG will furnish the items from its stocks and resources, or will procure them under terms and
conditions consistent with DoD regulations and procedures. When procuring for the Purchaser, DoD
will, in general, employ the same contract clauses, the same contract administration, and the same quality
and audit inspection procedures as would be used in procuring for itself, except as otherwise requested
by the Purchaser and as agreed to by DoD and set forth in this LOA. Unless the Purchaser has requested,
in writing, that a sole source contractor be designated, and this LOA reflects acceptance of such
designation by DoD, the Purchaser understands that selection of the contractor source to fill requirements
is the responsibility of the USG, which will select the contractor on the same basis used to select
contractors for USG requirements. Further, the Purchaser agrees that the US DoD is solely responsible
for negotiating the terms and conditions of contracts necessary to fulfill the requirements in this LOA.

1.3 The USG will use its best efforts to provide the items for the dollar amount and within the
availability cited. ‘

1.4 Under unusual and compelling circumstances, when the national interest of the US requires, the
USG reserves the right to cancel or suspend all or part of this LOA at any time prior to the delivery of
defense articles or performance of defense services. The USG shall be responsible for termination costs
of its suppliers resulting from cancellation or suspension under this section. Termination by the USG of
its contracts with its suppliers, other actions pertaining to such contracts, or cessation of deliveries or
performance of defense services is not to be construed as cancellation or suspension of this LOA itself
under this section. '

- 1.5 US personnel performing defense services under this LOA will not perform duties of a combatant
nature, including duties relating to training and advising that may engage US personnel in combat
activities outside the US, in connection with the performance of these defense services.

1.6 The assignment or employment of US persbnnel for the performance of this LOA by the USG will
not take into account race, religion, national origin, or sex.

1.7 Unless otherwise specified, this LOA may be made available for public inspection consistent with
the national security of the United States.

2  Conditions — General Purchaser Agreements

2.1 The Purchaser may cancel this LOA or delete items at any time prior to delivery of defense articles
or performance of defense services. The Purchaser is responsible for all costs resulting from cancellation
under this section.

2.2 The Purchaser agrees, except as may otherwise be mutually agreed in writing, to use the defense
articles sold hereunder only:
.2.2.1 For purposes specified in any Mutual Defense Assistance Agreement between the USG and the
Purchaser; :

2.2.2 For purposes specified in any bilateral or regional defense treaty to which the USG and the
Purchaser are both parties, if section 2.2.1 is inapplicable; or,

2.2.3 For internal security, individual self-defense, or civic action, if sections 2.2.1 and 2.2.2 are
inapplicable.
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. 2.3 The Purchaser will not transfer title to, or possession of, the defense articles, components and

associated support material, related training or other defense services (including plans, specifications, or
information), or technology furnished under this LOA to anyone who is not an officer, employee, or
agent of the Purchaser (excluding transportation agencies), and shall not use or permit their use for
purposes other than those authorized, unless the written consent of the USG has first been obtained. The
Purchaser will ensure, by all means available to it, respect for proprietary rights in any items and any
plans, specifications, or information furnished, whether patented or not. The Purchaser also agrees that
the defense articles offered will not be transferred to Cyprus or otherwise used to further the severance or
division of Cyprus, and recognizes that the US Congress is required to be notified of any substantial
evidence that the defense articles sold in this LOA have been used in a manner which is inconsistent with
this provision. '

2.4 To the extent that items, including plans, designs, specifications, technical data, or information,
furnished in connection with this LOA may be classified by the USG for security purposes, the Purchaser
certifies that it will maintain a similar classification and employ measures necessary to preserve such
security, equivalent to those employed by the USG and commensurate with security agreements between
the USG and the Purchaser. If such security agreements do not exist, the Purchaser certifies that
classifed items will be provided only to those individuals having an adequate security clearance and a
specific need to know in order to carry out the LOA program and that it will promptly and fully inform
the USG of any compromise, or possible compromise, of US classified material or information furnished
pursuant to this LOA. The Purchaser further certifies that if a US classified item is to be furnished to its
contractor pursuant to this LOA: (a) items will be exchanged through official government channels, (b)
the specified contractor has been granted a facility security clearance by the Purchaser at a level at least
equal to the classification level of the US information involved, (c) all contractor personnel requiring
access to such items have been cleared to the appropriate level by the Purchaser, and (d) the Purchaser
will assume responsibility for administering security measures while in the contractor’s possession. If a
commercial transportation agent is to be used for shipment, the Purchaser certifies that such agent has
been cleared at the appropriate level for handling classified items. These measures will be maintained
throughout the period during which the USG may maintain such classification. The USG will use its
best efforts to notify the Purchaser if the classification is changed.

3 Indemnification and Assumption of Risks

3.1 The Purchaser recognizes that the USG will procure and furnish the items described in this LOA on
a non-profit basis for the benefit of the Purchaser. The Purchaser therefore undertakes to indemnify and
hold the USG, its agents, officers, and employees harmless from any and all loss or liability (whether in
tort or in contract) which might arise in connection with this LOA because of:

3.1.1 Injury to or death of personnel of Purchaser or third parties, or

3.1.2 Damage to or destruction of (a) property of DoD furnished to Purchaser or suppliers specifically
to implement this LOA, (b) property of Purchaser (including the items ordered by Purchaser pursuant to
this LOA, before or after passage of title to Purchaser), or (3) property of third parties, or

3.1.3 Infringement or other violations of intellectual property or technical data rights.

3.2 Subject to express, special contractual warranties obtained for the Purchaser, the Purchaser agrees to

relieve the contractors and subcontractors of the USG from liability for, and will assume the risk of, loss
or damage to: ‘

3.2.1 Purchaser’s property (including items procured pursuant to this LOA, before or after passage of
title to Purchaser), and

3.2.2 Property of DoD furnished to suppliers to implement this LOA, to the same extent that the USG
would assume for its property if it were procuring for itself the items being procured.

4 Financial Terms and Conditions

4.1 The prices of items to be procured will be billed at their total cost to the USG. Unless otherwise
specified. the cost of items to be procured, availability determination, payment schedule, and delivery

projections quoted are estimates based on the best available data. The USG will use its best efforts to
advise the Purchaser or its authorized representatives of:
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4.1.1 Identifiable cost increases that might result in an overall increase in the estimated costs in excess
of ten percent of the total value of this LOA,

4.1.2 Changes in the payment schedule, and :
4.1.3 Delays which might significantly affect estimated delivery dates. USG failure to advise of the
above will not change the Purchaser's obligation under all subsections of section 4.4.

4.2 The USG will refund any payments received for this LOA which prove to be in excess of the final
total cost of delivery and performance and which are not required to cover arrearages on other LOAs of
the Purchaser.

4.3 Purchaser failure to make timely payments in the amounts due may result in delays in contract
performance by DoD contractors, claims by contractors for increased costs, claims by contractors for
termination liability for breach of contract, claims by USG or DoD contractors for storage costs, or
termination of contracts by the USG under this or other open Letters of Offer and Acceptance of the
Purchaser at the Purchaser's expense.

4.4 The Purchaser agrees:

4.4.1 To pay to the USG the total cost to the USG of the items even if costs exceed the amounts
estimated in this LOA.

4.4.2 To make payment(s) by check or wire transfer payable in US dollars to the Treasurer of the
United States.

4.43 'If Terms of Sale specify "Cash with acceptance”, to forward with this LOA a check or wire
transfer in the full amount shown as the estimated Total cost, and agrees to make additional payment(s)
upon notification of cost increase(s) and request(s) for funds to cover such increase(s).

4.4.4 1f Terms of Sale specify payment to be "Cash prior to delivery", to pay to the USG such amounts
at such times as may be specified by the USG (including initial deposit) in order to meet payment
requirements for items to be furnished from the resources of DoD. USG requests for funds may be based
on estimated costs to cover forecasted deliveries of items. Payments are required 90 days in advance of
the time DoD plans such deliveries or incurs such expenses on behalf of the Purchaser.

4.4.5 If Terms of Sale specify payment by "Dependable undertaking”, to pay to the USG such amounts
at such times as may be specified by the USG (including initial deposit) in order to meet payments
required by contracts under which items are being procured, and any damages and costs that may accrue
from termination of contracts by the USG because of Purchaser's cancellation of this LOA. USG
requests for funds may be based upon estimated requirements for

advance and progress payments to suppliers, estimated termination liability, delivery forecasts, or
evidence of constructive delivery, as the case may be. Payments are required 90 days in advance of the
time USG makes payments on behalf of the Purchaser.

4.4.6 If Terms of Sale specify "Payment on delivery”, that bills may be dated as of the date(s) of
delivery of the items, or upon forecasts of the date(s) thereof.

4.4.7 That requests for funds or billings are due and payable in full on presentation or, if a payment date
is specified in the request for funds or bill, on the payment date so specified, even if such payment date is
not in accord with the estimated payment schedule, if any, contained in this LOA. Without affecting
Purchaser's obligation to make such payment(s) when due, documentation concerning advance and
progress payments, estimated termination liability, or evidence of constructive delivery or shipment in
support of requests for funds or bills will be made available to the Purchaser by DoD upon request.
When appropriate, the Purchaser may request adjustment of any questioned billed items by subsequent
submission of discrepancy reports, Standard Form 364.

4.4.8 To pay interest on any net amount by which it is in arrears on payments, determined by
considering collectively all of the Purchaser's open LOAs with DoD. Interest will be calculated on a
daily basis. The principal amount of the arrearage will be computed as the excess of cumulative
financial requirements of the Purchaser over total cumulative payments after quarterly billing payment
due dates. The rate of interest paid will be a rate not less than a rate determined by the Secretary of the
Treasury taking into consideration the current average market yield on outstanding short-term
obligations of the USG as of the last day of the month preceding the net arrearage and shall be computed
from the date of net arrearage. _

4.49 To designate the Procuring Agency and responsible Paying Office and address thereof to which
the USG will submit requests for funds and bills under this LOA.
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5 Transportation and Discrepancy Provisions

5.1 The USG agrees to deliver and pass title to the Purchaser at the initial point of shipment unless
otherwise specified in this LOA. With respect to items procured for sale to the Purchaser, this will
normally be at the manufacturer's loading facility; with respect to items furnished from USG stocks, this
will normally be at the US. depot. Articles will be packed, crated, or otherwise prepared for shipment
prior to the time title passes. If "Point of Delivery” is specified other than the initial point of shipment,
the supplying US Department or Agency will arrange movement of the articles to the authorized delivery
point as a reimbursable service but will pass title at the initial point of shipment. The USG disclaims any
liability for damage or loss to the items incurred after passage of title irrespective of whether
transportation is by common carrier or by the US Defense Transportation System.

5.2 The Purchaser agrees to furnish shipping instructions which include Mark For and Freight
Forwarder Codes based on the Offer/Release Code. :

5.3 The Purchaser is responsible for obtaining insurance coverage and customs clearances. Except for
articles exported by the USG, the Purchaser is responsible for ensuring that export licenses are obtained
prior to export of US defense articles. The USG incurs no liability if export licenses are not granted or
they are withdrawn before items are exported.

5.4 The Purchaser agrees to accept DD Forms 645 or other delivery documents as évidence that title has
passed and items have been delivered. Title to defense articles transported by parcel post passes to the
Purchaser at the time of parcel post shipment. Standard Form 364 will be used in submitting claims to
the USG for overage, shortage, damage, duplicate billing, item deficiency, improper identification,
improper documentation, or non-shipment of defense articles and non-performance of defense services
and will be submitted promptly by the Purchaser. DoD will not accept claims related to items of $200.
or less for overages, shortages, damages, non-shipment, or non-performance. Any claim, including a
claim for shortage (but excluding a claim for nonshipment/nonreceipt of an entire lot), received after one
year from passage of title to the article or from scheduled performance of the service will be disallowed
by the USG unless the USG determines that unusual and compelling circumstances involving latent
defects justify consideration of the claim. Claims, received after one year from date of passage of title or
initial billing, whichever is later, for nonshipment/nonreceipt of an entire lot will be disallowed by the

USG. The Purchaser agrees to return discrepant articles to USG custody within 180 days from the date
of USG approval of such return.

6 Warranties

6.1 The USG does not warrant or guarantee any of the items sold pursuant to this LOA except as
provided in section 6.1.1. DoD contracts include warranty clauses only on an exception basis. If
requested by the Purchaser, the USG will, with respect to items being procured, and upon timely notice,
attempt to obtain contract provisions to provide the requested warranties. The USG further agrees to
exercise, upon the Purchaser's request, rights (including those arising under any warranties) the USG
may have under contracts connected with the procurement of these items. Additional costs resulting
from obtaining special contract provisions or warranties, or the exercise of rights under such provisions
or warranties, will be charged to the Purchaser. : ‘

6.1.1 The USG warrants the title of items sold to the Purchaser hereunder but makes no warranties other
- than those set forth herein. In particular the USG disclaims liability resulting from infringement or other
violation of intellectual property or technical data rights occasioned by the use or manufacture outside
the US by or for the Purchaser of items supplied hereunder.

6.1.2 The USG agrees to exercise warranties on behalf of the Purchaser to assure, to the extent provided

by the warranty, replacement or correction of such items found to be defective, when such materiel is
procured for the Purchaser.
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6.2 Unless the condition of defense articles is identified to be other than serviceable (for example, "As

is"), DoD will repair or replace at no extra cost defense articles supplied from DoD stocks which are
damaged or found to be defective in respect to material or workmanship when it is established that these .
deficiencies existed prior to passage of title, or found to be defective in design to such a degree that the

items cannot be used for the purpose for which they were designed. Qualified representatives of the

USG and of the Purchaser will agree on the liability hereunder and the corrective steps to be taken.

7 Dispute Resolution
7.1 This LOA is subject to US Federal procurement law. ‘
7.2 The USG and the Purchaser agree to resolve any disagreement regarding this LOA by consultations

between the USG and the Purchaser and not to refer any such disagreement to any international tribunal
or third party for settlement. ‘
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LETTER OF OFFER AND ACCEPTANCE INFORMATION

1. GENERAL. This provides basic information pertaining to the LOA for US and Purchaser use.
Additional information may be obtained from the Security Assistance Management Manual, DoD

5105.38-M, the in-country Security Assistance Office, the DSCA Country Director, or from the
implementing agency.

2. INFORMATION ENTERED BY THE USG.

a. Terms of Sale, and Purchaser responsibilities under those Terms, are described on the LOA.
A list of all Terms of Sale, with explanations for each, are shown in DoD 5105.38-M.

b. Description/Condition. The item description consists of coding for use in US management of
the LOA (starting with Generic/MASL and MDE “(Y)” or non-MDE “(N)” data such as that in DoD
5105.38-M, Appendix D) plus a short description of what is to be provided. When items are serviceable,
Code "A" (new, repaired, or reconditioned material which meets US Armed Forces standards of
serviceability) may be used; otherwise, Code "B" (unserviceable or mixed condition without repair,
restoration, or rehabilitation which may be required) may be used. In some instances, reference to a note
in the Terms and Conditions may complement or replace these codes.

c. The Unit of Issue is normally "EA" (each, or one; for example, 40 EA) or blank (unit of issue
not applicable; for example, services or several less significant items consolidated under one LOA Item
Number). When blank, a quantity or Unit Cost is not shown.

d. The Source Code (SC) in the Articles or Services to be Supplied Section is one or more of the
following: '
' S - Shipment from DoD stocks or performance by DoD personnel
P - From new procurement
R - From rebuild, repair, or modification by the USG
X - Mixed source, such as stock and procurement, or undetermined
E - Excess items, as-is
F - Special Defense Acquisition Fund (SDAF) items

e. Availability leadtime cited is the number of months (MOS) estimated for complete delivery of
defense articles or performance of defense services. The leadtime starts with Acceptance of this Offer,

including the conclusion of appropriate financial arrangements, and ends when items are made available
to transportation.

f.  Type of Assistance (TA) Codes are as follows:
3 - Source Code S, R, or E; based on Arms Export Control Act (AECA) Section 21(b).
4 - Source Code X; AECA Sections 21(b), 22(a), 29, or source undetermined.
5 - Source Code P; AECA Section 22(a).
6 - Source Code S, R, or E, payment on delivery; AECA Section 21(d).
7 - Source Code P, dependable undertaking with 120 days payment after delivery; AECA
Section 22(b).

8 - Source Code S, R, or E, stock sales with 120 days payment after dellvery, AECA
Section 21(d).

M - MAP Merger; Forexgn Assistance Act (FAA) Section 503(2)(3).

N - FMS Credit (Nonrepayable); AECA Sections 23 or 24.

U - Source Code P; Cooperative Logistics Supply Support Arrangement (CLSSA)
Foreign Military Sales Order (FMSO) 1.

V - Source Code S; CLSSA FMSO II stocks acquired under FMSO I
Z - FMS Credit; AECA Sections 23 or 24.

¢
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g. Training notes: AP - Annual training program; SP - Special training designed to support
purchases of US equipment; NC - This offer does not constitute a commitment to provide US training;
SC - US training concurrently being addressed in separate LOA NR No US trammg is requxred in
support of this purchase. :

h. Offer Release Codes (Ofr Rel Cde) and Delivery Term Codes (Del Trm Cde) below may also
be found in DoD 4500.32-R, MILSTAMP, Appendix M, Figure M-1. The following Offer Release
Codes also pertain to release of items for shxpment back to Purchaser on repair LOAs:

A - Freight and parcel post shipments will be released automatically by the shipping activity
without advance notice of availability.

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

Z - Advance notice is required, before release of shxpment thppmo activity will follow—up on
the notice of availability until release instructions are furnished. Parcel post shipments will be
automatically released. ,

X - The Implementing Agency (IA) and country representative have agreed that the:

-- IA will sponsor the shipment to a country address. Under this agreement, the Freight
Forwarder Code must also contain X and a Customer-within-Country. (CC) Code must be entered in the
Mark For Code on the front page of the LOA. The MAPAD must contain the CC Code and addresses for
each type of shipment (parcel post or freight).

-- Shipments are to be made to an assembly point or staging area as indicated by clear
instructions on exception requisitions. Under this agreement, the Freight Forwarder Code must contain
W. A Mark For Code may be entered in the Mark For Code space on the front page of the LOA and the
MAPAD must contain the Mark For Code if the Mark For Address is to be used on the shipment to the
assembly point or staging area.

i.  For the following Delivery Term Codes, DoD delivers:
2 - To a CONUS inland point (or overseas inland point when the origin and destmanon are
both in the same geographic area)
3 - At the CONUS POE alongside the vessel or aircraft
4 - Not applicable (Purchaser has full responsibility at the pomt of origin. Often forwarded
" collect to country freight forwarder.)
5 - At the CONUS POE on the inland carrier's equipment
6 - At the overseas POD on board the vessel or aircraft
"7 - At the overseas inland destination on board the inland carrier's equipment
8 - At the CONUS POE on board the vessel or aircraft
9 - At the overseas POD alongside the vessel or aircraft

Delivery Term Codes showing DoD transportation responsibility for repair LOAs are shown below.
The LOA will provide a CONUS address for each item identified for repair. The customer must assure
this address is shown on all containers and documentation when materiel is returned.

A - From overseas POE tﬁrough CONUS destination to overseas POD on board the vessel or
aircraft '

B - From overseas POE through CONUS destination to CONUS POE on board the vessel or
aircraft - '
C - From CONUS POD on board the vessel or aircraft through CONUS destination to CONUS
POE on board the vessel or aircraft

D - From CONUS POD on board the vessel.or aircraft through the CONUS destination to
overseas POD on board the vessel or aircraft

E - Not applicable (Purchaser has complete responsibility.)

F - From overseas inland point through CONUS destination to overseas inland destination
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G - From overseas POE through CONUS destination to overseas POD alongside vessel or
aircraft

H - (For classified items) From CONUS inland point to CONUS POE alongside vessel or
aircraft

J - (For classified cryptographic items) From CONUS inland point to overseas inland
destination

3. INFORMATION TO BE ENTERED BY THE PURCHASER. Mark For and Freight
Forwarder Codes are maintained in the Military Assistance Program Address Directory (MAPAD),
DoD 4000.25-8. The Purchaser Procuring Agency should show the code for the Purchaser's Army,
Navy, Air Force, or other agency which is purchasing the item(s). The Name and Address of the
Purchaser's Paying Office is also required. .

a. Mark For Code. This Code should be entered for use in identifying the address of the
organization in the Purchaser country which is to receive the items. This. includes return of items
repaired under an LOA.

(1) This address will be added by the US DoD to the Ship To address on all freight
containers. It will also appear on items forwarded by small parcel delivery service, including parcel post.
The address should include the port of discharge name and designator (water or air); country name,
country service name, street, city, state or province, and (if applicable) in-country zip or similar address
code.

(2) Shippers are not authorized to apply shipment markings. If codes and addresses are not
published, containers will be received at the freight forwarder or US military representative in-country
unmarked for onward shipment with resultant losses, delays, and added costs. The USG will sponsor
shipment of this materiel to FOB US point of origin.

b. Freight Forwarder Code. When Offer Release Code X applies, Code X or W, discussed
under Offer Release Code X above, must be entered.

4. FINANCIAL.

a. The method of financing is shown in the LOA, Amendment, or Modification. The initial
deposit required with Purc