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Overview

In 1984 the U.S. Department of Defense (DoD) established guiddines for the processing and
review of commercid contracts for direct purchase from U.S. firms of U.S. defense articles and services
to be financed with funds gppropriated by the Congress. These revised guidelines supersede the
guidelines dated January 1995.

Direct commercial contracts (DCCs) are contracts to which the U.S. Government (USG) is not
apaty. Foreign governments enter into contract directly with U.S. companies. Foreign Military
Financing (FMF) may be used to fund DCCs, when approved on a case-by-case basis by the Defense
Security Cooperation Agency (DSCA), for the purchase of defense articles, defense services, and
design and condruction services. However, as indicated in the financing agreement to which the USG
and the foreign governments are parties, the USG is under no obligation to approve any specific DCC
for FMF funding.

The financing of DCCs comes under the review and scrutiny of the Generd Accounting Office,
the DoD Inspector Generd, the Department of Jugtice, and the Congress. Revisions of the guidelines,
over time, reflect DoD's effort to minimize vulnerability to waste, fraud, and abuse, and where possible,
maximize application of acquisition sreamlining and reform principles.

The Security Assistance Management Manua (SAMM), DoD 5105.38-M and thefollowing

guiddines explain DoD'’s policies and procedures for the use of FMF of DCCs between U.S. industry
and foreign countries:

Contractor Eligibility

1. The prime contractor must be aU.S. supplier or manufacturer incorporated or licensed to do
businessin the United States.

2. Purchase agreements should be made directly with the prime manufacturer of the defense article or
sarvice, if possible. The contractor is expected to add value to the product being sold.

A. Purchases of materid should be made, to the maximum extent feasible, from the prime
manufacturer, or assembler, or from a U.S.-based distributor of a manufacturer or assembler pursuant
to along standing contractua or licensed relationship.

B. The prime contractor must demondirate to the DSCA (through completion of a DoD
preaward survey or other means) its capability--induding, e.g., expertise, experience, plant, and
financid soundness--to perform by itself a substantia portion of the work. Prior successful completion



of recent direct commercia contracts financed with FMF funds or DoD contracts for the same or
essentidly smilar items shdl normdly satisfy this requiremen.

C. When gpplicable, purchasing countries should insure that the items purchased
demondtrate interoperability to enhance U.S. and dlied nation compatibility and standardization.

D. Fundingwith FMF will not be considered for a procurement agent, broker, import-
export firm or other intermediary unless judtified by factors relating to specific country needs and the
country's ahilities to conduct commercid contracting. A regquest for exception will be consdered if
sufficient judtification is provided by the purchasing country as to why the purchase is sought from afirm
other than the manufacturer.

E. Prime Contractors are required to insure that dl first and second tier suppliers and
subcontractors are not excluded from federal programs (see paragraph 25). Prime contractors will
maintain alist showing the names and addresses and materid s/'services procured of al first and second
tier suppliers and subcontractors gpplicable to the DCC. The prime contractor must provide thislist to
DSCA on request.

Standard/Nonstandard Items

3. DCCs are intended for procurement of non-standard items, e.g., itemsthat do not have a nationa
stock number (NSN). The purchasing country must demonstrate items are non-standard by providing
catalog data or information received from the U.S. military department (MilDeps) or DoD components.

4. DCCsnormally will not be permitted for items that are sandard to DoD, e.g., items that have
NSNs. However, the purchasing country may request exceptions from DSCA for the commercid
procurement of standard DoD items. When doing so, the purchasing country must provide written
judtification to DSCA supporting itsrequest. The judtification should include the item description,
required delivery date, and any other information that may be pertinent to the exception decison. In
those ingtances where additional information regarding availability, performance, characterigtics,
releasability, etc. are required, DSCA will consult with the appropriate MilDep or DoD component.

A. Purchaser representatives should alow approximately 60 days for DSCA to process an
exception request and provide awritten decision.

B. If DSCA has gpproved use of the DCC channd to meet the requirement, the Purchaser
may then submit a contract to DSCA for consderation of FMF. When the contract is submitted for
review, the Purchaser must attach the exception letter (see Enclosure 1).

5. Theuse of FMF for DCCsis permissible for the development and/or procurement of articles and
servicesin support of mgor country-unique programs. The Purchaser should consult with DSCA and
receive gpproval prior to proceeding with contract negotiations on mgor unique systems. Written
judtification supporting the Purchaser’ s request to use FMF for a DCC should be provided to DSCA as



far in advance as possible, but not less than 60 days before solicitation of offers or initiation of contract
negotiations. Thiswill dlow sufficient time to evauate the proposed acquisition and, if necessary,
consult with the appropriate MilDep or DoD component. If judtification is not provided to the DSCA
prior to submission of a contract, processing of the request for funding gpprova may be delayed or the
contract may be returned without review.

U.S. and Non-U.S. Content

6. In order for acontract to be approved for FMF funding, the defense articles and services purchased
must be manufactured and assembled in the United States, purchased from U.S. manufacturers or
suppliers, and composed of U.S.-origin materiel, components, goods, and services (heresafter
“content”). Contractors must maintain and provide, if requested, supporting documentation for the
vaue of both U.S. and non-U.S. origin content. 1n the event the purchase of aU.S. end item conssts of
both U.S. and non-U.S. origin content, only the vaue of the U.S. origin content will normaly be
financed.

A. An exception for FMF may be congdered for items originaly manufactured in the U.S.
and purchased by a U.S. contractor from foreign sources.

B. An exception for FMF may be consdered for Non-U.S. content that is an integra part
of end items manufactured and assembled in the United States when the USG has procured or is
procuring the same item from the same source. To dlow this exception DSCA requires, as a minimum,
identification of the foreign content item, its value, and the corresponding USG contract number.

C. NonU.S. content thet is an integrd part of commercidly available off-the-shef items
may be digible for FMF if the item is manufactured and assembled in the United Statesby aU.S.
company and is composed of at least 51% U.S. origin content. Commercidly available off-the-shelf
item means acommercid item sold in substantia quantities in the commercid marketplace and offered
to the U.S. Government without modification and in the same form in which it is sold in the commercid
marketplace (see 41 USC 431). It does not include bulk cargo such as agricultura products and
petroleum products.

D. Contracts should specify dl non-U.S. origin content. If not identified in the contract,
non-U.S. content must be identified to DSCA by the Purchaser in supporting documents. To facilitate
this

(1) The contractor isrequired to identify to the Purchaser any non-U.S.
content, the corresponding value contained in the contract, and where applicable, supporting
documentation to demongtrate that the USG has procured or is procuring the same nontU.S. origin
items, components, or services from the same source. Supporting documentation should include the
USG contract number(s) under which the non-U.S. content was purchased, if appropriate, and any
other pertinent information.

(2) If raw materids, components, or items used in the manufacturing process
are procured from both U.S. and foreign sources, and are not segregated asto origin, and are



incorporated on an interchangeable basis into the contractor’ s products, the actua dollar value need not
beidentified. A non-U.S. content estimating methodology or system (for example, an annud survey)
may be used by the contractor. The use of such a methodology must be provided to DSCA prior to
DSCA finance approvad.

E. Any licensefeeto be paid by the contractor to anonU.S. entity should be identified as
non-U.S. content.

F. Expensesincurred by foreign subsidiaries of U.S. companies are not consdered to be
U.S. content. Reasonable expenses for support of U.S. contractor personnd in the foreign country are
considered U.S. content and may be FMF-funded.

G. Profit earned and G& A expensesincurred, if any, by U.S. companies are consdered to
be U.S. content and eements of the Purchase Agreement Price.

Contract Dollar Threshold

7. Contracts for less than $100,000 will not normally be approved for FMF. All amendments and
modifications to commercid contracts funded with FMF, including no cost amendments that do not
change contract scope, must be submitted to DSCA for review and gpprova. Changes should be
submitted in chronologica order and numbered accordingly.

A. Any contract change that adds, deletes, or substitutes previoudy contracted items must
be accomplished through contract amendment. If the contractor has previoudy received payment for
the items deleted and not replaced, the contractor will be required to refund the amount of these
payments. In any event, the contract price will be reduced accordingly.

B. Contract changes requiring additiond FMF will not normally be funded later than five

years from the date DSCA approved financing of the basic contract. A request for exception may be
goproved if sufficient judtification is provided to DSCA by the Purchaser.

Competition Requirements

8. Itishighly recommended that the Purchaser contact severd U.S. companies or firmsfor solicitation
of offersto meet their specific needs. All contracts awarded on a competitive basis will require the
Purchaser to identify, in writing, the various contractors solicited and the prices submitted. If the lowest
offeror was not selected, the Purchaser mugt provide awritten explanation of the basis for the contract
award. If thisinformation is not provided, the contract will be returned to the Purchaser for inclusion of
such data

! Contracts for the Government of Israel less than $30,000 will not normally be approved for FMF.



Preaward Surveys

9. To verify the contractors statements and determine their cagpability to perform under the contract
terms, aDoD preaward survey or verification of contractor’s certification such as SO 9000, may be
required as a condition of FMF approval. Preaward surveys are not required for U.S. firmsthat are
sdling or have recently sold the same itemsto DaD.

10. Contractors and country representatives should plan for the time required by DoD to perform the
processing necessary to determine the extent of FMF funding authorization. The processing time for
contracts that are fully in compliance with these guiddines is gpproximately 30 caendar days. The
purchasing country is responsible for providing copies of the DSCA Guidelines and the Contractor’'s
Certification to the contractor. If the contract is submitted without the required certification, the contract
will be returned to the Purchaser for inclusion of such data. When the prospective purchaseisfrom a
contractor that does not regularly sdll to the U.S. Government, the Purchaser should set a
commencement date for the contract that allows at least an additiona 30 days for the U.S. Government
to conduct a preaward survey.

Contract Financing

11. The contracts or purchase orders must clearly identify the amount of any contract financing
payments and be in accordance with the following limitations:

A. The purchasing country is responsible for demonstrating the reasonableness and security
of contract financing arrangements.

B. Advance payments for FMF-funded DCCs made before performance of work under
the contract shal not exceed 15 percent of the contract price. The purchasing country shdl obtain
adequate security for such payments in accordance with paragraph F below.

C. Contract financing arrangements may provide for payments to be made on the basis of
accomplishment of specific milestones detailed in the contract, or other basis such asingalments.
Ingtalments shdl be payable no more frequently than quarterly.

D. Cumulative contract financing shal not exceed 85 percent of the contract price of
undelivered items. See F below for security requirements.

E. Full contract payment shal not be made until after complete performance of the
contract.

F. All unliquidated advance and interim financing payments made by the U.S. Government
shall be secured by guarantee documents, such as Letters of Guarantee, Letters of Credit, or
Performance Bonds (see paragraph 17). The security shdl be at least equal to the amount of the



unliquidated contract financing. Contracts lacking adequate provisons to ensure prompt payment
directly to the U.S. Government will not be accepted.

G. Purchasing countries may not assess charges to United States contractors for processing
contracts or invoices for payment. FMF will be withdrawn if such charges are determined to have been
assessed or if the purchasing country representatives have solicited U.S. contractors to provide free
materid, services, advertisng, or other smilar forms of benefits as a condition of award of a contract or
processing of invoices.

H. After vaidation of invoices, the purchasing country should submit them within 30

caendar days of receipt from the contractor to Defense Finance and Accounting Service (DFAS)
Denver for payment.

Essential Elements of Contract

12. The Purchaser must submit complete copies of al contracts and contract provisons to DSCA for
FMF funding review. The Purchaser mugt aso submit al subsegquent modifications, anendments, sde
letters, or supplementary agreements that affect the contractud relationship between the Purchaser and
the contractor.

A. Contracts should include, as aminimum, al essentia contract éements outlined below:
(1) Country.
(2) Completeidentification of U.S. Contractor to include name, address, and telephone
number.
(3) Contract number.
(4) Complete nomenclature of defense articles and description of servicesto be
provided.
(5) Complete description of quantities and prices.
(6) Complete decription of financia arrangements:
- Unit prices
- Advance payment
- Payment schedule (to include method of liquidating advance payment based
on deliveries)
(7) Contract clauses for contract audit.
(8) Identification of shipment terms.
(9) Guarantee Documents (see paragraph 17). Identification of any guarantee documents
or clauses that could result in arefund to the Purchaser, such as but not limited to:
- Advance payment guarantee documents
- Interim payment guarantee documents
- Liquidated damages
(10) Acceptance (signature) by both parties.



B. Inaddition to the contract, the following supporting documentation must be provided to
DSCA for FMF funding approval:

(1) Identification of dl non-U.S. origin content.

(2) Identification of offsets.

(3) Contractor's Certification and Agreement with DSCA with origind signatures.

(4) Lig of offerorsand prices submitted on competitive procurements.

(5) Judtification for selection of other than the lowest offeror on competitive contracts.

(6) Copy of country request for exception to use adirect commercia contract (if
gpplicable e.g. to purchase an NSN item).

Contractor Disclosures & Certifications

13. DSCA requires contractors to make disclosures and execute certifications in the proposa and the
contracting process. Full and accurate disclosures and certifications are prerequisites for DSCA
gpprova to use FMF funds.

A. For contracts valued at $100,000 or more, the “ Contractor’ s Certification and Agreement
with Defense Security Cooperation Agency” must be signed by the contractor and submitted by the
Purchaser to the DSCA when the contract is provided for funding review. The date of the current
Certification is May 2000. The certification submitted to DSCA should have origind sgnatures of
company officias other than those who signed the contract or purchase order.

B. Contractors who execute many DCCs for identical items or categories of itemswith the
same country may request DSCA gpprove an annua “Contractor’ s Certification and Agreement with
Defense Security Cooperation Agency.” To do so, contractors must demondirate that their particular
business operations promote the use of an annual Certification and they have a sound estimeting
methodology to provide the information required by the Certification.

Offset Provisions

14. Requesting FMF funding for contracts containing offset provisons as a condition for securing the
purchase is not encouraged. FMF grants (nonrepayable FMF funds) may not be used to pay for any
offsets, to include direct and indirect offsets, or the related costs of offset implementation. Offsets are
compensation practices required as a condition of purchase. Direct offsets are contractual
arrangements that involve articles and services being financed under the contract. An indirect offset is
any other offset arrangement. If the direct commercia contract is whally financed with repayable FMF
credit or amix of repayable FMF credit and foreign Purchaser funds, offset costs may beincluded in
the contract funding. However, if any nonrepayable FMF funds are used to fund a DCC, offset costs
may only be paid if they are paid in full by repayable FMF credit or foreign Purchaser's national funds.
The amount of offset costs included in such contracts must be disclosed to the USG.



Commissions or Contingent Fees

15. Commissions or contingent fees related to the sale must be disclosed by the contractor during
contract negotiations and to DSCA at the time the contract is presented for funding approva. The
contractor shal maintain documents and records to demondirate that commissions or contingent fees are
not funded by the USG.

Commissions or contingent fees for the purpose of securing the purchase agreement may not be
included in the price of an FMF funded contract, unless such payments have been identified to and
gpproved in writing by the Purchaser prior to contract award for payment in full with repayable FMF
credit or foreign Purchaser's nationa funds’.

Personnel Travel

16. FMF will not be approved for payments for travel, per diem, accommodations, lodging, car rentd,
persona expenses, entertainment, or other smilar expenses incurred by or for the purchasing country
personnd that relae directly or indirectly in any way with a direct commercia contract or purchase
agreement. The reasonable cost of business medsis an dlowable cost that may be incurred by the
contractor.

L etters of Credit / Guarantee

17. FMF will not be approved for financing of commercid |etters of credit or other guarantees which
assure payment to the prime contractor or subcontractor. FMF funding may be gpproved if the
contract requires letters of credit, performance bonds, or other forms of guarantees from the prime
contractor; they must be issued by abank or financid inditution licensed in and doing businessin the
United States.

A. Only federdly insured financid inditutions rated investment grade or higher shdl issue or
confirm an irrevocable letter of credit (ILC). Unlessthe financid indtitution issuing the ILC had letter of
credit business of a least $25 million in the past year, ILCs over $5 million must be confirmed by
another acceptable financid indtitution that had letter of credit business of at least $25 million in the past
year.

B. DFASwill not disperse payments to contractors until it recelves al copies of the bonding or
guarantee documents applicable to the purchase agreement.

2 Neither Egypt nor Israel receive repayable FMF funds and the U.S. Congress has not currently appropriated
repayable FMF funds to any other country.



Contracts with Transportation Reguirements

18. The use of FMF will only be approved for the financing of trangportation performed by U.S.
cariers. Any waivers (generd, security, or non-availability) will be in accordance with the country's
agreement with DSCA. The waivers are described in the agreements and may apply to ether specific
shipments or for a specific period of financing. Contractors will include these requirementsin
subcontracts or purchase orders applicable to this contract.

A. For ocean transportation of FMF shipments, the contractor and the Purchaser will use,
or cause to be used, privately owned U.S. flag commercid vessels. For contractor-originated ocean
shipments, the contractor will, within 20 days of loading, submit one legible copy of the rated on-board
ocean hill of lading for each shipment to: Chief, Divison of National Cargo, Office of Market
Development, Maritime Administration, U.S. Department of Transportation, 400- 7th Street, SW.,
Washington, DC 20590. The hill of lading will identify: contract number; name of vessd; flag of
regidry; date and port of loading; port of find discharge; description, weight, and vaue of cargo; and
total ocean freight revenue.

B. No paymentswill be made to freight forwarders with FMF unless, prior to July 1,
1994, DSCA had authorized the purchasing country to use FMF-funded DCCs to procure freight
forwarding services. Rated, on-board bills of lading or rated airway bills may be approved for direct
payments to U.S. ocean or air carriers upon request.

Refunds, Penalties, Liquidated Damages, Perfor mance Bonds, Remittances

19. Any purchase agreement that provides for arefund, pendty, liquidated damages, bonding
provisons, or any other form of financid reimbursement to the purchasing country must be structured to
ensure that such payment is made by the contractor or designated agent (including the contractor's
commercia bank) directly and without undue delay, from the payor to the U.S. Government. Should
the Purchaser exercise adraw down on aletter of credit, it must ensure that the funds are transferred
directly from the payor to the U.S. Government.

A. Bonding and guarantee documents, such as Performance Bonds, Letters of Guarantee,
Letters of Credit, and any other such insrument that is established by the contractor or his agent
pursuant to the Purchase Agreement, must be sent to the DFAS Denver and made part of the Purchase
Agreement file. Thisisa prerequisite to disbursement of FMF funds to the contractor. Bonding and
guarantee documents lacking adequate provisions to ensure prompt payment to the U.S. Government
will not be accepted, and payments for the Purchase Agreement will not be made until this requirement
is satidfied.

B. Reimbursement payments must be remitted to the addresses noted below. These
payments, when received by the DFAS Denver, will be credited to the purchasing country's FM S trust
fund account. Any reimbursement equa to or less than the FMF funds paid by the DSCA on the



Purchase Agreement may be gpplied to any FMS or commercid case approved for FMF. If a
reimbursement exceeds the amount of FMF funds paid by the DSCA, the excess amount of may be
applied as"cash'" to any FM S case.

C. Remittances should be processed asfollows:

(1) Payments by check must be accompanied by a letter which identifies the purchasing
country and the DSCA case identifier. The check must be made payable to the "United States
Treasury" and mailed to:

DFAS-DE/IADD Phone: (303) 676-6667
6760 E. Irvington Place
Denver, CO 80279-2000

(2) Paymentsby wire transfer should be transferred as follows:

United States Treasury
New York, New Y ork
021-030-004
DFAS-DE/IADD
Agency Code 3801

Refund from: (Name of Company)
For purchase made by the: Government of (Country)
DSCA case__ (Identifier)

Audits

20. All FMF-funded DCCs are subject to audit by the Defense Contract Audit Agency (DCAA).
DCAA will perform audits, a the U.S. Government expense, to ensure contractor’s compliance with
the requirementsin the certification. DCAA audits may be initiated at any time up to three years
following receipt by the contractor of the fina payment on the contract.

21. The Defense Contract Management Agency (DCMA) can perform quality assurance servicesiif
required by the contract, or requested by the Purchaser, or directed by DSCA.

A. The cost of DCMA quality assurance services may be provided in the contract and paid
to the DFAS by the contractor on behaf of the Purchaser; however, the purchasing country is required
to arrange for these services through an FM S agreement with the DCMA.,

B. For some contracts or purchase orders, DSCA may require DCMA qudity assurance
verification before ddivery to assure that the quaity of the items or servicesis in accordance with
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contract terms. If DSCA determines such quality assurance verification is required as a condition for
FMF funding, DSCA will notify the Purchaser and the Purchaser is obligated to notify the contractor.
Generdly, DoD quality assurance services are provided by the Defense Logigtics Agency (DLA),
through the DCMA Internationa Logigtics Office (ILO) in New Y ork:

Defense Contract Management Area Operations New Y ork
ATTN: DCMDN-GNIP

207 New Y ork Avenue

Staten Idand, NY 10305-5013

(718) 390-1066
(718) 390-1093 (Fax)

Field Pricing Support

22. Fidd pricing support is required prior to contract award for al sole-source procurements of
$750,000 or more. DCMA, with DCAA assistance as required, will provide fild pricing support, at
the Purchaser’ s expense, as a condition for FMF funding of the contract. The Purchaser must provide a
copy of the offer to DCMA for its use in providing this support.

A. The DCMA- ILO, with DCAA assstance as required, will perform price and cost
andyses and technica eva uations to determine price reasonableness of offers submitted. The
Purchaser should alow at least 45 cdendar days for the U.S. Government representative to perform
these execute these functions and provide the subject reports to the Purchaser.

B. The purchasing country must include a copy of the price and cost andysis as part of the
judtification submitted to DSCA in support of its request to use FMF to fund a contract.

C. The purchasing country will be required to pay for this service under an FMS Letter of
Offer and Acceptance (LOA) negotiated with DLA.

D. On dl amendments of $750,000 or more for contracts previoudy approved for FMF
funding the Purchaser will consult with DSCA to determineif aprice and cost andysisreview will be
required.

E. The Purchaser isrequired to incorporate contract clauses consistent with the
requirements detailed in Enclosure 2 into its requests for proposa on FMF-funded DCCs.

11



F. For sole source purchases of $750,000 or more of commercidly available off-the-shdf
items that are sold pursuant to published catalog prices, DSCA will consider, on a case-by-case basis,
the Purchaser’ s request for waiver of the DCMA fidld pricing andlyss. All such requests must be
accompanied by supporting documentation that demonstrates the reasonableness of the proposed price.

Contract Administration/Audit Services

23. On dll contracts of $500,000 or more (sole source or competitive awards) the purchasing country
is required to contract with DCMA for contract audit servicesusngaDLA FMS case. At aminimum,
DCMA will arrange with DCAA to monitor the contractor's performance to ensure compliance with the
DSCA Contractor’s Certification throughout the life of the contract. The Purchaser isrequired to
incorporate the following contract clause into its FMFfunded DCCs of $500,000 or more:

As a condition of FMF funding of the contract, the contractor agrees that Defense
Contract Audit Agency (DCAA) contract audit services will be performed to ensure that the
contractor isin compliance with the Defense Security Cooperation Agency (DSCA) Contractor’s
Certification and Agreement. DCAA will perform contract audit services in accordance with the
contractor’s certification. To ensure contractor compliance DCAA contract administrative and
audit services will be provided over the life of the contract and will be coordinated with Defense
Contract Management Agency's International Logistics Office.

Accounting Principles

24. Contractors must comply with generally accepted accounting principles and, if a contractor
otherwise contracts with DoD, the contractor must comply with the gpplicable cost accounting
standards. FMF may be disallowed for contracts which result in additiona costs being transferred to
the DoD. The DCAA has expressed concerns about the formation by U.S. prime contractors of
separate corporate segments to conduct foreign sales. 1n some cases, when significant intracompany
contracting isinvolved, the resulting dlocations of costs are inconsistent with cost accounting standards
and result unjudtifiably in the dlocation of additional coststo DoD contracts. If DoD prime contractors
establish separate companies or other corporate segments for the purpose of conducting foreign saes
and request FMF for sdles by such segments, DSCA will request DCAA review of the transaction.
FMF will be gpproved only upon confirmation by the DCAA that the arrangement is consistent with
cost accounting standards and that there would be no unjustifiable additional cost on DoD contracts
with the prime contractor.

Parties Excluded from FMF Funding

25. The DLA is executive agency for debarment and suspension proceedings.

A. FMF funding will not be gpproved for DCCswith U.S. companies, firms, or persons
included on the U.S. Generd Services Administration List of Parties Excluded From Federd

12



Procurement or Nonprocurement Programs, the U.S. Commerce List of Denid Orders Currently
Affecting Export Privileges, or Smilar determinations in which the U.S. Department of State has made
certain contractorsindigible to export materid under the Internationd Traffic in Arms Regulations
(ITAR).

B. The applicable web dte for the Generd Service Adminidration lig is
http://epls.ar net.gov; the Commerce Lig is http:/Mmwww.bxa.doc.qov/DPL ; and the State Department
lig is http://mww. pmdtc.or g/debar 059.htm.

C. Before such contracts can be considered for FMF funding, the U.S. contractor involved
must take gppropriate adminigtrative or legd steps to remove the relevant organization or individud from
the debarment/suspension list. Such action should be taken directly with the agency that has debarment

respongbility.

I nsur ance Requirements

26. Use of aU.S. insurance firm isnormdly required if FMF funding is used to pay this cost.

Contract Dispute /Arbitration

27. Contract dispute resolution and/or arbitration, if the contract includes an arbitration clause, must
take place in either the United States or a mutually agreed third country, but not in the Purchaser
country. The arbitration clause shdl provide that the arbitrator(s) shdl determine the matters in dispute
in accordance with the commercia law of the United States or any state of the United States, as agreed
by the parties and set forth in the contract, notwithstanding thet the rules of private internationd law
(choice-of-law rules) might otherwise lead to the application of some other law.

DSCA Points of Contact

28. Contracts and supporting documentation should be submitted by the purchasing country to the
following address:

Defense Security Cooperation Agency

Crystal Gateway North, 3 Floor

ATTN: Director, Program Support Directorate
1111 Jefferson Davis Highway

Arlington, VA 22202

29. Inquiries concerning these polices and procedures or the contract review process should be
directed to the above address or by phone to (703) 604-6630 or 601-3714.
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30. A copy of these Guiddines or the Contractor’s Certification and Agreement with DSCA, dated
January 2000, may be downloaded from the following internet address:
http:/DI SAM.OSD.MIL

Endosures. As stated
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ENCLOSURE 1

REQUESTS FOR EXCEPTIONS

Requests for exceptions for standard DoD items and/or justification for mgor-unique itemsto be
funded with U.S. FMF funds mugt, a a minimum, incdlude the following:

A. Country:
B. Identification of Requirements:

(1) U.S. Defense Items or Services (item description and NSN).

(2) Quartity.

(3) Edimated Purchase Agreement Vduein U.S. Dallars.

(4) Projected date of submission of contract to DSCA for funding approva.
(5) Required ddlivery date.

C. Badsfor requesting exception to alow FMF funding of a Direct Commercia Contract,
induding, but not limited to the following:

(1) Statement asto why a DCC should be used instead of FMS.

(2) Anticipated source of goods or services.
(3) Documentation from MilDep or DoD component supporting FMF-DCC request.

15



ENCLOSURE 2

FIELD PRICING SUPPORT

1. Asacondition of FMF funding of sole source contracts of $750,000 or more, or in other
circumstances where such a pricing review is required by DSCA, the contractor must agree to the
requirement for field pricing support. This support will be provided by Defense Contract Management
Command (DCMA) and Defense Contract Audit Agency (DCAA), and may include technicd and cost
andysis of the contractor’s proposal.

2. The Purchaser shdl request fidd pricing support through the DCMA International Logigtics Office
(http:/Amww.demdedla.mil/DCM Anewyork). Feld pricing support may include areview by the
cognizant contract audit activity before concluding negotiation of the contract or any modification. The
contractor may be required to submit cost or pricing datain connection with pricing of this contract or
any modification to this contract that affects the price of the contract.

3. USG representatives shdl have the right to examine and audit al the contractor’ s books, records,
documents, and other data, related to proposing, negotiating, pricing, or performing the contract, in
order to evaluate the accuracy, completeness, and currency of the cost or pricing data. The right of
examination shal extend to al documents necessary to permit adequate evauation of the cost or pricing
data submitted, aong with the computations and projections used. The contractor shal make available
a itsoffice, a al reasonable times, the materials described above for examination, audit, or
reproduction, until 3 years after final payment under the contract. General access to the offeror’ s books
and financia records shal be limited to USG representatives. The USG representatives shal verbaly
notify the Purchaser immediately of data provided that is so deficient asto preclude review, or where
the contractor has denied access to records or to cost or pricing data considered essentia to the
performance of a satisfactory review. This verbd notification shal be promptly confirmed in writing to
the Purchaser describing the deficiency or the denia of accessto data or records. A contractor’ sfailure
to provide adequate cost and pricing data may disqudify the contract from consideration for FMF
approval.

4. Fidd pricing support is intended to give the Purchaser a detailed andlysis of the proposd for usein
contract negotiations to determine afair and reasonable price. 1t normaly is an audit review by the
cognizant audit activity and atechnica andyssby DCMA tha may include the following:

a. DCMA Priceandysis
(1) Veification of cost or pricing data and evauation of cost eements.
(2) Evauation of the offeror’s current practices to ensure thet the effects of inefficient
or uneconomical past practices do not unreasonably increase the price of the contract.
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b. Comparison of costs proposed by the offeror for individua cost eements with:
(1) Actua cogts previoudy incurred by the same offeror;
(2) Previous cost estimates from the offeror or from other offerors for the
same or amilar items,
(3) Other cost estimates received in response to the Purchaser’ s request;
(4) Independent cost estimates by technica personnd;
(5) Forecasts or planned expenditures.

c. Veification that the offeror’s cost submissons are in accordance with U.S. DoD
contract cost principles and procedures, generally accepted accounting principles, and the requirements
and procedures of the cost accounting standards when applicable.

d. Review to determinethat al cost or pricing data necessary to make the contractor’s
proposa accurate, complete, and current has been either submitted or identified in writing by the
contractor.

e. Andyssof the results of any make-or-buy program reviews, in evauating subcontractor
costs.

5. Technica andyss should include areview and assessment of: the quantities and kinds of materid
proposed; the need for the number and kinds of labor hours and the |abor mix; any specid tooling and
facilities proposed; reasonableness of proposed scrap and spoilage factors, and any other datathat may
be pertinent to the cost or price anayss.

6. Non-competitively awarded subcontracts meeting the $750,000 or more threshold are subject to the
same field pricing requirements as the prime contractor.
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