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CHAPTER 9

INTERNATIONAL AGREEMENTS

0901 OVERVIEW

090101. Purpose.This chapterestablisheghe financial procedures thashall be
followed whenDoD Components initiate, develop, anequestformal review of international
agreements and any annexes, appendices, amendments, or modifications thereto.

0902 GENERAL

090201. DoD Directive 5530.3, “International Agreements,” provides the DoD
policies for the approval ofinternational agreements and establishes varzatsgories of
international agreements. The term “international agreement” inchgegyreement with one or
more foreign governmen(sicluding their agencies, instrumentalities, or political subdivisions) or
with an international organization. It includesy documentidentified as an international
agreement, memorandum of understanding, memorandum of agré&tekt, memoradum of
arrangements, exchange mftes,exchange of letterdechnical arrangement, etc. dbes not
include Foreign Military Sale@=MS) transactions and contracts entered into undegrthasions
of the Federalcquisition Regulation or agreements financed with security assistance funds. The
latter agreements are implemented under provisions identified in Volume 15 of this Regulation.

090202. Pending a revision t®oD Directive 5503.3, the DEPSECDESigned a
memorandum, on Septembet, 1994 mplementing streamlineprocedures for thdevelopment
of International Cooperative Research and Development Agreementisat memorandum, the
DEPSECDEF designated tHerincipal Deputy Assistant Secretary of Defense for Dual Use
Technology Policy and International Programs (PDASD(DUTP&IP)) as the DoD manager for the
development of International Research and Development Agreements. Accordingly, the
PDASD(DUTP&IP) issued procedures fetreamliningthe development and coordination of
international agreements. Those proceduredude instructionsfor the preparation of a
SummaryStatement of Intent (SSOI). The SS@bvides to international agreement reviewers
basic information pertaining to proposed agreemelmtstructions for the preparation of a SSOI
are contained in Appendix A at the end of this chapter.

090203. There are various typesimkrnational agreements with differdimancial
implications. Regardless, such international agreements must be consistent with established DoD
issuances, unless approval to deviate from such guidance is obtainethdrpnoponent of that
applicable guidance.

090204. Each international agreement package submitted for coordination must
contain informationincluding legalauthority, fiscal information,and either an overview of the
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proposed agreement,SummaryStatement of Intent (SSOI), or the proposed agreement. The
fiscal informationshould identify all financial implications ofthe agreement and provide all
information requiredor a complete understanding aadalysis ofthoseimplications. The legal
information shouldidentify the statutory authority foany obligation orexpenditure ofU.S.
appropriated or nonappropriatéthds involved inthe agreement, asell asthe legal basis for

any use of U.SGovernment property by or doehalf of a foreigrgovernment or international
organization contemplated by the agreement.

090205. DoDDirective 5530.3 stipulateshat nointernational agreemershall be
negotiated or entered into without the concurrence ofGfiee of the Under Secretary of
Defense (Comptroller). Ithe case of a proposegdternational agreement withithhe approval
authority of aboD Component outside theffice of the Secretary of Defense, concurreshall
be obtained fronthe DoDComponent senidinancialmanager. A checklist has been developed
and shall beused to ensure thatl financial and pricing requirements have begken into
consideration. The checklist is illustrated at the end of this chapter in Appendix B.

0903 LEGAL CONSIDERATIONS

090301. General. Legal authority information is critical tiee preparation of an
agreement and is thmsisfor determiningthe legal authority for entering into the agreement and
subsequent financial requirements. The legal information is used by financial management officials
to review applicable international agreements and determine the existence of any special pricing or
funding requirements. The legal information normally provides the following information:

A. Special Legal Pricing Requirements. Tegislativeauthority to enter into
an agreement also may mandate special pricing requirements on the United States. [Ega$, the
authority information shouldlentify any peculiar pricinghatmust be reflected in the agreement.
In the absence of specific legal authority to price on other than a full costbaBiservices and
materials shall be priced on a full cost basis.

B. Legal Requirement fothe Disposition of Monies Collected by the
Department of Defense.  This is especiallymportant because amounts collected as
reimbursement$or DoD material or services or new procurements mustldggosited into the
miscellaneous receipts ahe U.S. Treasuryunlessthere isspecific legalauthority to credit
collections to aDoD appropriation offund. Thelegal citation for the disposition omonies
clearly should bestated. Specialcare must be taken with respect to the cooperdgvelopment
or production agreements described in paragraphs 090510.B. and 090510.C. &wilabe
for deposit of collectionscludedeposit to an appropriation accountammercial banlaccount
approved by the Treasury Department, or a U.S. Treasury deposit account.

C. Legal Requirement for Recognition of Obligational Authority in DoD
Appropriations. Obligational authority can be creaialy to the extent thatash is collected and
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deposited into the U.S. Treasuumnlessthere islegalauthority to createbligational authority on
a dependable undertaking (contract authority) basis.

D. Special Prohibitions or Requirementstbe Use of Appropriate&unds.
Thelegal informationsection shoulddentify any special prohibitions aequirements on the use
of appropriatedunds insupport of the agreemenf hese special prohibitiorere in addition to
the standingprohibitions discussed in paragraph. é&xample of a special requirement is when
FMS credit fundsare to be used ténance co-production oricensedproduction in aforeign
country. The approval of such use requires the SecretéByatéfirst to advisethe Congress.
(See Section 42(b) of the Arms Export Control Act (AECA).)

0904 FISCAL CONSIDERATIONS

The fiscal informationsection documents the variofisancial considerations involved in
implementing an international agreement. Speafiosiderations to be included the fiscal
information section are as follows:

090401. Financing Sources for U.S. Costs

A. The fiscal information section shall include aschedule ofproposed
financing sources to be used by the sponsod@d Component tamplementthe agreement.
Financingsourcesmay becurrent appropriations or fundgrovision forinclusion inthe Future
Years Defense Progra(RYDP), or a statement of an intentibelude infuture program and/or
budget requests or FYDPsThis informationmay be either imarrative or schedule form. A
schedule form is preferred and is illustrated in T&le When current appropriations or funds
are to be used asfmancing source, thdiscal informationsection shoulddentify the specific
appropriation(s) or fund(s), the FYDP Program Element, the amoarg#bletherein, and the
respective amounts to be used. If the sourcénahcing incurrent appropriations is in two
accounts, thapplicablesources ofinancingshould besupported byletails showinghe specific
financing appropriation account symbols.

B. If the proposed international agreement is, in fact, a firm ordgofds or

services, a formal certification of furalailability shall beincluded. Applicable fundshall be
committed in accordance with Volume 3 of this Regulation.
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TABLE 9-1 EXAMPLE INTERNATIONAL AGREEMENT FINANCING SCHEDULE

($ in Millions)

Financing

Sources FY 1996 FY 1997 FY 1998 Totals
U.S./PE 0603456 1.5 1.0 0.0 2.5
U.S./PE 0603567 0.0 0.5 1.0 1.5
France 1.5 1.5 1.0 4.0
Germany 1.5 1.5 1.0 4.0
Totals 4.5 4.5 3.0 12.0

090402. Provisions for the Disposition of Funds Collected. fiBleal information

section should descrilibe planned disposition ainy fundscollected from thdoreign country or
international organization. The fopossible alternativef®r disposition of amounts collected are
as follows:

A. Reimbursement to FinancinddoD Appropriations or Funds. If
reimbursementsaare to be returned to thinancing DoD appropriation accounts, tHescal
memorandum or SSOI should identify the accounts to be reimbursed. This identification need not
specify the fiscal year ofthe appropriations. Normakimbursable accountingroceduresshall

apply.

B. Deposit in the U.S. Treasury EBscellaneous Receipts. Withostatutory
authority to reimburse DoD appropriations or funds or to nodlkerdisposition, collectionshall
be deposited into the U.$reasury asniscellaneouseceipts. Theniscellaneouseceipt account
to be credited with such collectiosball be specified bthe depositor. DoRccounting systems
should accumulateostsincurred onbehalf of the other participant(sygstablish amaccounts
receivable identified to the applicable miscellaneous receipts account and bill such amounts.

C. Deposit in a U.STreasury Deposit Account. If a Treasury deposit
accounthas been establishefdr the agreement, th@scal memorandum shall identify the
appropriate U.S. Treasury account symbol.

D. Deposit in a Commercial Bank Account.

1. If execution of a proposed agreement contemplates use of a
commercial banlaccount for doreign country’s funds, such a provisishall be included in the
fiscal memorandum o8SOIlwith a description of intended bank account operation. Preference
shall be given to commercidlanks whichare designated depositories of theS. Treasury
Department. When approved, such accounteay beused for the deposit ahonies from
participating nations or international organizations andpByments made in accordanagh
direction from an authorizedfficial. To determinavhether a proposedstitution is a Treasury
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designated depositorgontact thelnternational Funds Branch, Department of Treasury, 3700
East WesHighway, Room 6005 Hyattsville, Maryland20782. The telephonsumber is (202)
874-8915.

2. For contractsadministered bythe Department of Defense, two
funding accounts must be cited: thH&oD appropriation account for the U.Share and the
commercial bankaccount for the share of th@her participant(s). Thé&nd citation on the
contract shall indicate the commercial bankaccount rather than the normal accounting
classificationcode. Inthis casepnly the Department can draw down on ttemmercial bank
account.

090403. Use of Amounts Credited. Foreign contributions collected by a DoD
Component under terms of a cooperative project on a cost shasiggfrom a foreigoountry or
North Atlantic Treaty Organization (NATO) may be credited fonancingDoD appropriation or
fund. Such contributions, however, areailable onlyfor the payment ofthe share of project
expenses allocated to thHereign country or NATOmaking the contribution. Thefiscal
memorandum oISSOI should certify hat such collectionsare to be used for purposes as
prescribed herein. Payments for which such amounts are available include the following:

A. Payments taontractorsand other suppliers (includinghe Department of
Defense) and other participants acting as suppliers) for necessary articles and services.

B. Paymentdor any damages andostsresulting fromthe performance or
cancellation of any contract or other obligation.

C. Payments or reimbursements other program expenses,including
program office overhead and administrative costs.

D. Refunds to other participants.

090404. Availability of FinancingSources. There atevo general prohibitions on
the use of appropriatefdinds for international agreements. In additidhe legal section may
identify otherprohibitions. It isimplicit in the identification ofthe financingsources set forth in
paragraph 090401, théands are available. It is desirabldjowever, toinclude inthe fiscal
information section a certificatiothat all legaland policy prohibitions othe use ofunds have
been complied with. The general prohibitions are as follows:

A. No funds designated bthe Congress for NATO omajor non-NATO
cooperative research and development undéy.B0C. 2350anay beused to procurequipment
or services from any foreiggovernment, foreign research organizationptirer foreign entity
(including NATO participants) to the agreement.
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B. U.S. Government military assstance funds (i.e.Military Assistance
Program (MAP), FMS loans, or FMS credits) aad available to finance a foreigmarticipant’s
share of thecost of a cooperative projeatithorized by section 27 of tlems Export Control
Act or a cooperative development project with a major non-NATO ally under 10 U.S.C. 2350a.

090405. Foreign Currency, Services, and Materials Provided. A contribution to an
international agreementay be inthe form of currencymaterial, or services. lthe event that a
foreign country or international organization is to provide services or materhraof its
equitable share, a pri@alysismust be made to ensuittee valuation assigned to such services
and materials is fair and reasonabléhe fiscal informationsectionshall summarizéhe results of
such an analysis. The price analysis shabbdsed on priocostexperience fotheitem or service
to be provided, a comparison with DoD cost for itken or service$or similar services; anghall
considerall applicablecircumstances in the pri@alysis. When a foreigrontribution is in the
form of foreign currency othe awarding of @ontract in &oreign countrythe foreign currency
contributiongenerally shall bealued athe exchangeate current at theme that theagreement
is prepared. Therghall be nasubsequent modification tfie valuation because of changes in the
currency exchangeate. Exceptions to this general rule require advance consultation with the
Treasury Department working through the OUSD(C). Titeal memorandum o8SOI shall
display the value ofthe currency in terms d.S. dollars. Also, the use dbreign currency
requires approval by the Department of the Treasury. Such approval should be documented in the
fiscal informationsection. Chapter 12/olume 5, of this Regulation, provides guidance for the
use of foreign currency.

090406. Valuation oDoD Services and Material. The value a@f non-financial
(articles, materiel, background data/informati@ugftware, or services) contributions to an
agreement by the Department@fense is to be determined and considerethfoevaluation of
equitableness ahe proposed project. THiscal memorandum ditnancial section of the SSOI
shall describethe non-financialcontributions, indicate their value, asthte the method used in
determining the valuation. The alternatives fatetermining the value of non-financial
contributions are as follows:

A. Full Costs. It is importamot toconfuse thect ofaccumulatindull costs
with the necessity tbill cost. Chapter 1 dfolume 11A of this Regulation provides guidance on
the specificcostelements and identification methofts pricing sales to privatparties. These
same methodshall be followed in valuing non-financialcontributions to an international
agreement.

B. Other Than Full Costs. An agreement that requires the identification or use
of less tharfull cost isnormally authorizedonly when areciprocal pricing agreement hbsen
entered into by the Department and dtker party (parties) to the agreement. Egeeement
should demonstratthat costs to bexcluded mutually haveot been considered bthe other
party in a determination of equitableness.
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C. Cost Recoupmenwaivers. Inthe event that less thdull cost isbeing
identified on the basis of @stwaiver, thedate of the waiveand its approving authority must be
provided in the SSOI. Copies of such waivers shall be made available on request.

090407. Reasonable and Necessary ExpenseAny obligation of DoD
appropriations under an international agreement musupported by ashowingthat it is a
reasonable and necessary expense requiretthd@ccomplishment oDoD missions, unless the
use of DoD funds for other than a DoD mission specifically is authorized by statute.

0905 PROPOSED AGREEMENT

090501. An agreement must contain language ithatementsthe requirements
established by.S. law or regulation. This section discuss$ks financial policiesthat must be
followed and provides appropriateoss references tther parts othis Regulatiorthat provide
more specific guidance.

090502. Fund Availability Qualification

A. As a general rule, there is no intentdeeate a Dolfinancial obligation
upon signature of an agreement. The major exception to thisgaleswhen an agreement is
entered into inlieu of a contract awarded under th@wovisions ofthe FederalAcquisition
Regulation. However, if the agreement donescontain an appropriatgualificationstatement, it
may be deemed an “obligatidgcument.” In this eventhe dollarvalue ofthe DoDcontribution
shall berecordedimmediately as an obligation afurrently available appropriation orfund
accounts. If the recording of such abligation results in exceedirtge fund availability in an
appropriation or fun@ccount or in amdministrative subdivisiothereof, an apparentolation of
the Antideficiency Act (31 U.S.C. 1341 or 1517(aphall haveoccurred. Guidance on the
investigation and reporting of such violations is contained in Volume 14 of this Regulation.
Normally, the signatory of eontract or agreementmamed ashe individual responsibléor such
a violation. The major exception would be wiieanceand accountingfficials improperly have
certified the availability of funds.

B. Examples of typical fund availability qualificatiorlauses inserted in an
international agreement follow:

1. “All undertakings othe U.S.Government under this MOA and any
annexes, appendices, amendments, or modificatibeseto, areexpressly subject to the
availability of U.S. funds for such purpose.”

2. “The obligations of each participant under this M@w# subject to
the availability of funds for those purposes.”
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090503. Reconciliation of Agreement Dollar Value tinancing Sources. An
international agreement musst forth thedollar value ofthe agreement and portions of thalar
valuethat must be borne by each participarnthis costsharingmay be inthe form of monies,
services, or material. Adreliminary requirement is to ensurthat any obligationsthat the
Departmenimay berequired to incur in implementation tife agreement havmeen identified in
the fiscal information section.

090504. Adherence to Prescribed Pricing Rules.

A. In the event that amternational agreement provides 100D services or
material to berendered, there must be assuratitat properpricing procedures havéeen
followed. Paragraphs 090405 and 090406 disspesial requirementhatmay be applicable to
certain agreements. Thext of anagreement must be reviewedrefully to ensurecompliance
with these paragraphs. An areaspgcial pricingattention is charges faxistingDoD technical
data and computer software, or such data developed outside the agreement.

B. When the Department provides pre-existiaghnicaldataand computer
software or suclilata developed outside the scope of an agreemearnially isreferred to as
background data.Generally, wherDepartment developed background data isoa-financial
contribution, its valudor determining equitability is itfull (total) cost of develement, adjusted
for any special modifications, shipping, installation, etc.

C. Background datenay beprovided for use in furtherance of the purpose of
an international agreement as long as it is used solely in connectiortheifurpose of the
agreement. However, an agreement nspsctifythat if the backgrounehformation is used for
any other purposeapproval of theoriginating participant must be obtained. Tiolowing
specifics apply:

1. If the data are to be used for cooperative production purposes, the
Department must receive approprifiteincial credit as part of the DoBhare of projectost,
unless acost recoupment waiver has been approvedny provision for waiver should be
identified in the fiscal information section.

2. If the data is to be used fdevelopment and production purposes,
a technology transfer feway be applicabléor the development phas@&his feemay beoffset by
a nonrecurring cost recoupment charge when production occurs.

3. All background information exchangstall beusedonly for the
purposes of the agreement, andas to betransferred tanythird party without the approval of
the originating participant.

090505. Determination of Program Equitableness.
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A. DoD policy requiresall international agreements to be equitable to the
United States. TheSummaryStatement of Intent (SSOI) @ccompanying documentation to a
proposednternational agreement mugearly explain whythe agreement is considerequitable
to the UnitedStates. Prior t@approval ofall proposednternational agreements, a determination
of agreement equitability must be made by the approving DoD officials. It is critical that sufficient
detail and information be provided to clearly demonstrate to those DoD officials that the proposed
international agreement is equitable to the United States.

B. Every proposed international agreemérat requires the Unitetates to
provide more than an equal share of the resources, or results in the Statiesteceiving less
than an equal share of thenefits, must bexplicitly explainedand justified inthe SSOI or
supporting documentaticaiccompanyinghe proposed agreement. For these purposes, an equal
share means a contribution or benefit of exattly same value ashe shares ofll other
participating nations. Equal share of the resource requirements contributednteraational
agreement includasonfinancialcontributions (i.e., background information, manpoveilities,
equipment, hardware, softwaedc.), as well afunds. Nonfinanciatontributionsshall be valued
at the DoD’sfull cost. Section 090406 providasformation onthe valuation ofDoD services
and material.

C. Calculation of Expected.S. Funding Share. Isupport of arequitability
determination bypoD approvingofficials, the expected U.Sunding share should be calculated
and presented in the SSOI or supporting documentation using one of the methods below:

1. Number of Participants MethodThis isthe preferred method of
calculatingthe expected U.Sfunding sharefor cooperativefeasibility studies, research and
development (R&D) efforts, antestand evaluatio(T&E) programs and for agreemerttgat
establish management or oversigihbgram offices. It ishe method thashould be employed
when estimated unproduction quantities areot known. Under thenumber of participants
method, the expected U.finding share is determined loyviding the agreement costs by the
number of participating nations. A favoraleS. funding share isvhereall participating nations
equallyshare the totatostand thebenefits. Equal funding of an international agreement by all
participating nations, whethe benefits are sharedequally, does notrequire anequitability
justification. An example of this method is provided in Table 9-2.

2. Estimated Unit Production Methodrlhis isthe preferred method
of calculatingthe U.S.funding shardor an agreemerthat cooperatively establishes a program
for the production of defense articles or weapon systems. It is usedspéduiic unitproduction
guantities are known or can be estimated. Under the unit production methadStHending
share is considered to be equitable wienDoDfunding isproportionately equal to the share of
the program production to be received by the Uniiates. Anexample of thismethod is
provided in Table9-3. An equitability statement is required in the SSOI ascompanying
documentation, and it musilearly present thecalculation showingproduction estimates in
relation to the total cost of the international agreement or production program.
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3. Other Methods ofCalculation. There may be situationswhen
neither of the abovéwo methods apply, andnothercalculation is possible.For example, an
agreement under the auspices of NATO, between the Ustedsand other NATO nations,
may require the UnitedStates to contribute an amouwtual to theusual percentage df.S.
contributions to NATO. Arequitability statement is required in the SSOI aecompanying
documentation. The calculation and justificatifmm use of thatcalculation must belearly
presented.

D. U.S. Funding Share Determined by Negotiation. Occasionally,
contributions to an agreement, by participating natioreg, bedetermined by negotiation and are
not based on one of the above methodar example, an agreememtay callfor participating
nations to unequallyshare thebenefits or rights tahe benefits, and sharthe cost of the
agreement in theameproportions ashey shardghe benefits, or an agreememiay require equal
sharing ofthe benefits,but require the Unite&tates to contribute more than otlparticipating
nations. In such agreements, eqquitability statement is required in the SSOlamcompanying
documentation and must providecampelling explanatiothat justifies the proposedharing of
costsand benefits. Detail and very explicit information muspb®vided. Without aompelling
justification, the agreement wilhot be approved.Negotiation that results in thdnited States
payingmore than an equal share &grving ashe contracting natiorserving asthe program
manager, using 8.S. prime contractor, orreceivingother similar privileges donot make an
agreement equitable and, generally, will not be approved.
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Step 1:

Step 2:

Step 3:

Step 4.

Step 5:

CALCULATION OF EXPECTED U.S. FUNDING SHARE USING THE

NUMBER OF PARTICIPANTS METHOD
(Dollars in Millions)

Determine the total program cost to the U.S. and other participants.

U.S. Share $150
Other Participants 200
Total Cost $350

Determine the percentage of the U.S. share of the total costs under the agree
U.S. Share $150 = 43% share
Total Cost 350

Determinethe total number of participants and calculatiee U.S.share on &
percentage basis.

Total Participants 3

ment.

U.S. 1 =331/3% U.S. as a percentage of Participants

Compare the results of step to step three. If the result of stego isequal to or
less tharthe result of step three, the U.S. appears tpayeng a favorablexpected
funding share.

If the result of step two is greater than the result of step three, the U.S. appe
payingmore than itamathematicallyexpectedunding share. This situation shou
be specifically explainedand justified inthe SSOI or otheraccompanying
justification.

TABLE 9-2

ars to be
d
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Step 1.

Step 2:

Step 3:

Step 4.

Step 5:

Step 6:

CALCULATION OF EXPECTED U.S. FUNDING SHARE USING THE

ESTIMATED UNIT PRODUCTION METHOD
(Dollars in Millions)

Determine the total program cost to the U.S. and other participants.

U.S. Share $150
Other Participants 200
Total Cost $350

Determine the percentage of the U.S. share of the total costs under the agree

U.S. Share $150
Total Cost 350 = 43% share

Determine the total number of production units to be produced under the agre

U.S. Units 20,000
Other Participants 40,000
Total Production 60,000

Determinethe percentage of the U.Share of the totahumber of units to b
produced under the agreement.

U.S. Units 20,000
Total Units 60,000 = 33% share

Compare the results of step to step four. If the result of stdpo isequal to or

ment.

ement.

A4

less than that of step four, the U.S. appears to be paying a favorable funding share.

If the result of stepo isgreater than the result of step four, thh&. appears to b
payingmore than itamathematicallyexpectedunding share. This situation shou
be specifically explained in the narrative determination of program equitablenes

S.

TABLE 9-3
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090506. Sales and Transfers Tdchnical Data Developednder an Agreement.
An agreement should providbkat, in theevent technicatlata developed under the agreement is
sold or transferred to third parties, a changgy bemade torecoup a pro-ratghare of each
participant’s investment. The agreement also must prokatebackgroundhformation anddata
developed outside the program not be retransferred without the prior approval of the owner of the
information ordata,and contain provisions fany applicableharges. Fothird party sales and
transfers, or the addition of new participamtisy recoupment charge for theformation ordata
developed under the program must be shared onb#ises of the participants’financial
contribution to the development of titem or technology. The amount thfe charge and the
procedures foassessing and distributingsihall bedetermined mutually bthe participants prior
to the approval ofany such third party sale consistent withe policies and laws of each
participant. The agreement also should provit any participantmay reduce orwaive the
assessment of its share of {eey in accordance with its laws and policiefurthermore, the
agreement should provide for rights of useirdbrmation developed undé¢he agreement for
defense purposes of a participant without payment to the other participant(s).

090507. Taxes, Duties, a@imilar Charges. Agreementsay providethat,insofar
as existing laws and regulations perrthie participantshalluse their best efforts to ensutat
readily identifiabletaxes, customs duties, asthilar charges on the program components and
servicesshall not belevied inconnection with the project. If an agreement obligatedtis
Government to bear theost ofany U.S. taxes, duties, aimilar chargedevied in connection
with the program, théegal memorandum d8SOI musidentify the legal authority for suchJ.S.
obligation.

090508. Advance of DoD Funds

A. An advance constitutes a disbursemenbob funds before an authorized
DoD official has certifiedhat materials have been deliveredmderedservices performed. An
agreemenshallnot provide forDoD advance payments, unlgse conditions for such advances,
as set forth in Chapter ¥olume 4, of this Regulatioare met. Basically, advances to foreign
countries are authorized when required for compliance with the lawsiarsterialregulations of
the foreign country and is further required by the agreement.

B. When possible, advancehall bemade for no more thathe amount
necessary tdulfill the DoDshare of project expenses for one morldvances and prepayments
shallnot exceed the amoumecessary tdulfill the DoDshare of project expenses for a current
fiscal quarter. If monies are paid in advance and depositedanimercial banks, provision must
be made to ensure that the agreement requires:

1. payment of interest at competitive rates,

2. timely identification of interest earned by each party, and
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3. interest disposition in accordance with the participants’ instructions.

C. The DoD share dindingrequired to support anternational projecshall
be obtained irfull by appropriation, and npart of such fundingshall bederived from interest
earnings onJ.S. contributions. In view of this policjthe U.S.Government share of interest
earned on U.Sadvance payments must teturned to the U.S[reasury Miscellaneous Receipts
Account 3210;General Fund Proprietary Receipts, Defehlitary, Not OtherwiseClassified.”
The interesshallnot beused to reduce a future call for fundsy used forany project cost that
would result in funding derived outside the appropriation process.

D. Advances ofDoD funds in excess of 90 days or $Billion require
consultation with the Department of the TreasuBontactwith the Department of the Treasury
shall be through the Office of the Under Secretary of Defense (Comptroller) (OUSD(C)).

0905009. Billing Requirements. When paymeai® to be made, the agreement or
subsequent financial arrangements must include the following information:

A. Billing Cycle. Bills for incurred costs are to be rendered on a 30egiale.
This is aU.S. Treasury requirement and must be adhered to by the Department of Defense.
However, in the negotiation process and atinitetion of otherparticipants, agreementay be
reached on up to a 90-day billing cycle.

B. Collecting Office. The agreement or subsequdnancial arrangements
shall provide thename andcddress of the organization wiich payments shall bmade. It also
is desirable toset forth a positiortitle and a telephone number which questionsmay be
addressed.

C. Paying Office or Offices. The agreement or subsequefmancial
arrangementshall provide thename andaddress of the organizatidhat is responsible for
making paymentander the agreement. It alsadssirable tcset forth a telephoneumber and a
position title to which questions may be addressed.

D. Payment Terms. The paymehie dateshall not bemore than 3Qdays
from the date of the invoice, unless otherwise specified in the agreement.

E. Documentation inSupport of Billings. The agreement or subsequent
financial arrangements must identify the form of the bill and the specific supporting details.

F. Currency of Payment. Normally, paymehgll be inthe currency of the
supplying nation othe lead country if jointfinancing isprovided for in the agreement. The
invoice shall identifythe amountpaid in foreign currency ahe currentexchangerate and the
equivalent conversion rate in U.S. dollars.
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090510. Special Types of Agreements

A. Agreements for Reciprocal Exchange of MaterialsSarvices. These
agreements must set forth tth@e period allowed for exchange ofaterials and servicesThey
also musset forthfinancial settlementshat must be made the exchangealoes not tak@lace.
DoD services or materials providedte priced in accordance with chapter IVofume 11A of
this Regulation,

B. Cooperative Research, Developmdrdstand Evaluation, Technic@ata
Exchange, Co-productiot,icensedProduction, and Related Standardization Agreements That
Are Not Implemented through the Security Assistance Progfarhcosts must balentified and
shared equitably. Cost sharing may be accomplished through the following:

1. Pooling of monies and designation okad country tananage the
program, collect cash, and award contra@gpecific shares gbrogram cost are set forth in the
agreement.

2. No pooling of monies or designation of a leaintry. Specific

efforts to be accomplished by each participating country and estimasésl ofsuch efforts are
set forth in the agreement.
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APPENDIX A
GUIDELINES FOR THE PREPARATION OF
SUMMARY STATEMENT OF INTENT (SSOI)

Header Information:

Short Title of Proposed Project
DoD Proponent

Country/ies Involved

Overview of International Agreement

Briefly describehe project. Bespecific as tovhat the projecwill deliver. Is this a new
or existingU.S. project? Is thereurrently a Memorandum of Understandingather
international agreement in effect that is applicable to this effort?

Is this proposed forNunn funding? Ifso, whattechnological development is to be
pursuedwhich is necessary to develop new defense equipment or munitiomd)abr
existing military equipment would be modified to meet U.S. requirements?

Operational Requirement

What U.S. operational requirement would thisroject satisfy and/or what critical
deficiency or shortfall would this project address? If known, cite applicable documents.

Briefly describe the project’s objectives.

Provide an estimated schedule fioe project, andhitial OperationalCapability (I0OC), if
applicable.

Partner Nation(s)

Which nations are posed partners®hich nations have agreed to be partners? What
is the assessment (and your basis for it) of foreign interest/commitment?

Briefly describe the proposed negotiation strategy and negotiation schedule.

9-16



DoD Financial Management Regulation Volume 12, Chapter 9

Describe any planned variations from the policy guidance contaired iatest approved
version ofthe International Agreements Generator (“IA Generator”), amd resulting
variations to the required International Agreement text that are known.

Legal Authority

State the statutoriegal authority for the proposed agreement. If section 27 of the
AECA is not being used, explain why not.

Project Management

Briefly describe how the project will be structured and managed.
Benefits/Risks to the United States

List the advantages and disadvantageshaf cooperativeproject. Address project
timing, developmental aniife cycle costs,technology to be shred and obtained, impact

on U.S. and foreign military capability, and rationalization, standardization and
interoperability (RSI) considerations. Indicate whether there are any risks associated with
conducting thigroject as an international cooperative program,laiedly describe how

these risks are to be managed. Is a similar project currently in development or production
in the U.S. or amllied nation? Ifso,could that projecsatisfy or be modified iscope to

satisfy the U.S. requirement?

Potential Industrial Base Impact

Briefly describethe potentialindustrial base impact. Do you anticipate workshare
arrangements, requests for offsets, or offshore productiontenfs restricted to
procurement in the United States? Are you awar@ngfkeyparts or componentsith
single source of production? WHatS. Governmenfacilities and/orcontractorswvould

be likely to participate in this cooperative effort? Will thereabg significant effectépro

or con) on any U.S. companies or U.S. industrial sector(s)?

Funding Availability and Requirements

List thetotal estimatedcost(in U.S. dollars) of the International Agreement. The total
cost should include all U.S. and foreign government financial and non-financial costs.

List the cost shares (inU.S. dollars) of each participant. Also lisiy non-financial
contributions, their value (in U.S. dollars), and describe how the value was determined.
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10.

If not equitablefinancially, justify on aprogrambasis(show therelative benefit to the
DoD). An equitable agreement is defined ase which a participant’'sshare is
commensurate withthat participant's share of the anticipatdeknefits from the
agreement.

List the Department’s estimatedsts(in U.S. dollars) byfiscal year, appropriation, and
program element. Indicatetlie funds required to pay thesests havéeen, or will be,
approved in the budget and are available for use.

List other participant’s estimated costs (in U.S. dollars) by fiscal year.
If applicable, outlinethe likelihood of follow-on research or acquisition and the
proponent’s commitment to fund such follow-on action.

Procurement

Will the Department oDefense participation ithe projectinvolve contracting? If so,
what agency will perform the contracting, and for what part of the project work?

Will a participantother thanDoD perform contracting? o, which participants and for
what part of the work?

Will contracting de done on a competitive basis? If not, what justification will be used?

Information Security and Technology Transfer Issues

Briefly identify the products and/or technologies involved in the program and their NDPC
category anctlassification. TheMilitarily Critical Technologies List (MCTL)may be
used as a guide.

Is an exception required to the National DisclosBadicy? If so, provide date of
approval or datghat a request W be submitted to the National Disclosuiolicy
Committee (NDPC).

If known, describehe foreign availability of comparable systems and technologies and
whether the U.Stechnology has been shardwmlough other programs, e.g., FMS, DEA,
etc.

Briefly describethe risk of compromise oflassifiedand export controlledtechnology
and/or productsnd the technology advantages in the event of such comprengse
negating primaryl.S. technological advantage(sjgvealingU.S. system weaknesses,
development of countermeasures, susceptibility to reverse engineering).
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» Identify any measures proposed tainimize the potentialrisks and/orminimize any
damagehat might occur due to losgliversions, or compromise of sensitive classified or
unclassified controlledlata or hardware. Specify NDPC categoriesnvolved, where
applicable. Include any phased release of information designed to #raguméormation
is disseminated only wheand to the extent required to conduct the program; restrictions
on release of specific information (including classificatidascription, and disclosure
methods); release of components, softwargformation in modified forn{e.g., export
versions, exclusion of design rationale and deletiodatd on weaponsot sold to the
participant); and special securipyocedures (both government andustrial) to control
access to restricted material and information.

11. Proponent’s Points of Contact

* Include organization, name, telephone, fax, and Internet address. Assure that this POC or
an alternate igavailable toanswerany questions from reviewing offices durinige RAD
review period.
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APPENDIX B

CHECKLIST FOR INTERNATIONAL AGREEMENTS

OSD/JCS Sponsor:

Implementing DoD Component:

Subject:

10.

11.

LEGAL AUTHORITY:
Requirement

Legal Basis for Agreement:

Special Pricing Requirements:

Instructions for Disposition of
Monies Collected by DoD:

Special Instructions for Recognition
of Budget Authority in DoD
Appropriations or Funds:

Special Prohibitions on the Use

of Appropriated Funds:

FISCAL INFORMATION:

Requirement

Financing Sources Identified
for DoD Share:

Proper Disposition of Funds Collected:
Certification that Restrictions on

the Use of Appropriated Funds Have
Been Adhered to:
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12. Proper Valuation of Foreign Services
and Material:

13. Proper Valuation of DoD Services and
Material:

14. If commercial bank is used, it is a
Treasury-designated depository:

Acceptable
Requirement _Yes ‘No

C. PROPOSED AGREEMENT:
15. Agreement Provision on Fund Availability:
16. Total Dollar Value of Agreement Identified:
17. DoD share of Agreement Reconciled to Financing Sources:
18. Agreement Reflects Prescribed Pricing Rules:
(a) For DoD Provided Services or Material:
(b) For DoD Developed Technical Data:
19. Agreement Reflects Equitableness:
20. Agreement Provision for Third Party Sales:
21. Taxes, Duties and Similar Charges Excluded:
22. Agreement Provisions for Advance of DoD Funds:
23. (a) Agreement Provisions for Disposition of Interest Earned:
23. (b) Advance exceeds paragraph 090508.C. thresholds:

24. Billing Instructions in Agreement:
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APPENDIX B
INSTRUCTIONS FOR COMPLETION OF CHECKLIST FOR INTERNATIONAL
AGREEMENTS
Item Number Description of Effort Performed
GENERAL INFORMATION
1. Identify OSD/JCS sponsor.
2. Identify the DoD Component that igesponsiblefor implementingthe international

agreement if signed, e.g., Department of the Navy.

3. Set forth full subject of agreement.
LEGAL AUTHORITY
4. Deternine if the legal basidor entering into the agreementdearly set forth in thdegal

authority section.

5. Identify if the legal authority section sets fortlany special pricingrequirements.
Summarize any special pricing requirements in the “remarks” section.

6. Identify if the legal authority section sets forémy specialnstructions for thelisposition
of amounts collected by the Department of DefenS&ammarize requirements in the
“remarks” section.

7. Identify if the legal authority section sets forthpecial rulesfor recognition of budget
authority. Summarize any special rules in the “remarks” section.

8. Identify if the legal authority sectiondentifies any prohibitions othe use of appropriated
funds. Summarize requirements in the “remarks” section.

FISCAL INFORMATION

9. Identify paragraph OR SCHEDULE thatlentifies financingsources to be used to
implementthe international agreement. Check acceptabfaancial sourceshave been
identified.

10. Identify paragraph that provides instructions for disposition of any funds collected.
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11.

12.

13.

14.

15.

16.

17.

18.a.

18.b.

19.a.

19.b.

If thelegalauthority cites restrictions on the use of appropriated fudelstify paragraph
that certifies that these restrictions are adhered to, otherwise annotate with “N/A.”

To validate equitablénancing whenthe foreign contribution is irother thancurrency,
identify paragraph thatsummarizesthe results of a priceanalysis of the foreign
contribution, otherwise annotate with “N/A.”

To validate equitablinancing, identifyparagraph thadescribeghe valuation method for
DoD provided services and material, otherweseotate with “N/A.” Iffull costing is
used, checKyes” in the acceptableolumn if all chapter 1 of Volume 11A othis

Regulation pricing elementsere considered. If other thdull costpricing isused, cite
the legal authority.

If a commercial bank issed, the bank should bdJaS. Treasury-designated depository.
Identify if there is a description of how the bank account is to operate.

PROPOSED AGREEMENT

Identify the paragraph of the proposed agreement that containiriteavailability
gualification clause.

Identifythe paragraph of the proposed agreenteait sets forth the totalollar value of
the agreement. Check acceptablthi$ amount reconciles tihe value identified in the
fiscal information section.

Identify the paragraph of the proposed agreement that sets forth thew@dliarof the
DoD share of the agreement. Check acceptalthesifamount reconciles tie financing
sources identified in the fiscal information section.

Identify the paragraph thairovides for theprovision of services, materials, dnancial
contribution.

Identify the paragraph thairovides for theprovision of DoD technicaldatadeveloped
prior to implementation othe agreement. Check acceptable if priced in accordaitice
this chapter.

If the agreement msquitable basis from &nancial viewpoint, identify the agreement
paragraph and attach the worksheet prepared in acconddhdais chapter. Indicate in
the acceptable column if the worksheet reflects equitability.

If the agreement ot financially equitable and is justified on @ogram basisattach a
copy of the program or equitability justification.
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20. Identify the paragraph that sets forth procedurestliod party sales and transfers of
technicaldata developed under the agreeme@heck acceptable if there c@mpliance
with this chapter.

21. If applicable, identify theparagraph thaexcludes taxes, duties, amstmilar charges.
Check acceptable if there is compliance with this chapter.

22. If applicable, identifyagreement paragraphat provides for advance dboD funds.
Assure that advances meet requirements of this chapter.

23.a. If advances are made, ensure the agreement comtagessary provisions on the
disposition of interest earned.

23.b. If advance exceeds thresholds, Department of the Treasury concurrence must be obtained.
Check acceptable if the Directorate for Accountitalicy, Office ofthe Under Secretary
of Defense (Comptroller) has obtained coordination.

24. If billing is applicable, identifyagreement provisions fdulling. Check acceptable if there
is compliance with this chapter.
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