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CHAPTER 7

PRICING

0701 GENERAL
070101. Purpose

The purpose of this chapter is to estahtishing policy for articles, services, and training
andto ensure the Department of Defense (DoD) Compsnamformly and consistently apply
pricing methodologies that recoup current periodt€@nd a reasonable contribution to sunk
investment costs. Sunk investment costs reprdssturical decisions to expend research and
development (R&D) funds to develop new equipmertbgrurchase assets or facilities. Foreign
Military Sales (FMS) purchasers aiidtle 10, United States Code (U.S.C.), Building tRar
Capacity (BPC) partner natiobenefit from the investment decision, although iased entirely
on DoD requirements when they purchase relatecpewnt or wherthe use of the assets and
facilities is necessary in order to provide ordesetVices or to deliver ordered materiel.

070102. Authoritative Guidance
The Arms Export Control Act (AECA) (Public Law 90-62% codified as 22 U.S.C.,

Chapter 39, and the Foreign Assistance AEtAA) (Public Law 87-19% as amended, codified as
22 U.S.C, Chapter 32, provide the authority and general rules for FMiSipg policy.

0702 RESPONSIBITIES
070201. Price Establishment

The DoD Components that sell defense articles oricees underthe authority of the
AECA must:

A. Ensure defense articles and services prowm&d1S purchasers are priced
in accordance with the policies established in thisgpterand

B. Establish a single selling price for defengeles and services. A single
selling price includes the additional charges fonnecurring research, development, test, and
evaluation (RDT&E) and production costs, costs fecurring procurement support efforts,
transportation costs when the use of DoD transpontas approved, and other applicable
surcharges

070202. Price Information
The DoD Components must:

A. Ensure each price estimate provided to a FMS peathis a reasonable
approximation of the final price. However, thetfdmat an estimate is not consistent with the final
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cost accumulation does not negate the requirenzeestablish a final price (actual cost) in
accordance with this chapter;

B. Provide detailed price and cost information upequest by the FMS
purchaser. Proprietary cost and pricing data nmadt be disclosed unless there is prior
authorization of the contractor concerned,;

C. Present prices of defense articles and servicebsI® purchaserand DoD
Componentsn the format of FMS Letters of Offer and AccemtafLOAs)or BPC pseudo LOAs
(unless otherwise specified, references to an L@Ahis chapter apply to both types of
documents) The administrative surcharge percentage presttrib this chapter is subject to
change without prior approval of the purchasere @atiministrative surcharge applicable to each
line on the LOA is to be specified a notein each LOA document. The LO/ustbe used
unless a waiver is obtained from the Director, De&eSecurity Cooperation Agency (DSCA), to
use a suitable substitute instrument. Any sulistitostrumentmust contain the same cost
elements as those identified on the L@Ag

D. Cite directly the FMS Trust Fund (11X8242) purdtés) subaccount(s)
on contractual documents for new procurementsabeiti as a result of FMSrders (FMSOSs)

070203. Transportation

The DoD Components mustgure that the transportation of materiel, othantbefense
Working Capital Fund (DWCF) materiel, sold to FM8rghasers is accomplished through the
use of collect commercial bills of lading to theximum extent possible. When transportation is
accomplished through the use of Government Billlsaafing (GBLS) including DWCF materiel,
the GBL must be annotated to show that Interstatami@erce Act, Section 10721
(49 U.S.C, Section 10721) is not applicable and that normal commercialgateist be billed to
the US. Government (USG) for the shipment. Refer to th®CB 5105.38-M, Security
Assistance Management Manual (SAMMhapter 7 andChapter 15 for guidance on the use of
the Defense Transportation Systé@pTS) in support of FMS and BPC cases.

070204. Case Management
A. The DoD Components mustsign a case manager to each active FMS case.
The case manager is responsible for the total éiahand logistical aspects of the casanclude
ensuring

1. Prescribed pricing policies are followed;

2. Delivery reports have been processed to the Defemsace and
Accounting Service (DFAS), Security Cooperation éuating (SCA); and

3. Reconciliation of the FMS case financially and logistically
throughout the life of the FMS cakas occurregand not less than annually:
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a. On the anniversary of each major case, and/or
b. In preparation for a review with the FMS purchaser
B. The case manager’s authority to direct other stpppactivities must be

commensurate withthe responsibilitiesin subparagraphs 070204.A.1-3Refer to SAMM,
Chapter 2 for additional discussion on case management radpbies.

070205. Buy Back

The DoD Component mustnsure that the USG “buy back” of items from foreign
governments initially sold under FMS programs isiducted in accordance with procurement
rules involving the obligation of DoD appropriat&anMonies due as a result of such procurement
may be paid by the DoD paying office into the FM®SE Fund in accordance with the foreign
government’s instructions (e.g., applied to a aase cash refund). The FMS purchaser's "buy
back" holding account is used as an audit traithertransaction. A direct exchange is permitted
for a reparable item of the same type under certainumstances (seesulparagraphs
071502.B.23).

0703 ESTIMATING PRICES AND BILLED VALUES FOR AN LOA

FMS pricing policy for an LOA stipulates how costee determined when the FMS
purchaser is billed and establishes how to devalgpice estimate. An essential difference
between the billed price and the estimated pricarooffer is the degree of firmness associated
with each pricing methodTitle 22, U.S.C 8 2751 states that sales are approved only when they
are consistent with the foreign policy interestred United States and the purpose and principles
of the United Nations Charter.

070301. Pricing Requirements

A. Defense Articles and Services from Stodktle 22, U.S.C.8 2761(a)(1)
states that a foreign country or international argation pays in U.S. dollafsr:

1. Defense article not intended to be replaced at the time a sales
agreement is entered into, not less than the acalhag;

2. Defense article intended to be replaced at the time a sales
agreement is entered into, the estimated cosptdeement of such article, including the contract
or production costs less any depreciation in theevaf such articlepr

3. Defense servic for the full cost to the USG of furnishing such
service,except in the case of training sold to a purchaséler the terms in paragrapfi2101
In this latter case, onijnoseadditional costs that are incurred in furnishingtsassistance must
be recovered.
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B. Charges Applicable to the Sale of Defense ArtidesServices. Title
22, U.S.C82767(e)(1) states that the selling price must include appatgicharges for:

1. Administrative services, calculated on an avegeentage basis
to recover the full estimated costs (excluding @ ata share of fixed base operations costs) of
administration of sales made to all purchasersic slefense articles and services as specified in
22 U.S.C82792(b) and (c);

2. A proportionate amount of any nonrecurring cost€) of R&D
and production of major defense equipment (MDEgegx for equipment wholly paid for either
from U.S. military assistance funds un@@ru.S.C 8 2311(a)(3), or from U.S. credit funds made
available on a non-repayable basis urk#lJ.S.C 8 2763; and

3. The recovery of ordinary inventory losses assediatith the sale
of defense articles that are being stored at tperese of the purchaser of such articles.

C. Price of New ProcurementTitle 22, U.S.C.8 2762 requires eligible
countries or international organizations to payftiieamount of the contract and any damages
and costs that may accrue due to the cancellafisnah contracts (termination liability) when
the USG enters into a contract for a new procureéroeriheir behalf. Payment to the USG by
the foreign country or international organizationghbe in U.S. dollars.

D. Price of Design and Construction ServiceSitle 22, U.S.C.8 2769
requires that foreign countries or internationajamizations pay the full cost of design and
construction serviceand any damages and costs that may accrue die ¢amcellation of such
contractswhen the USG enters into a contract for designcandtruction services on their behalf.

070302. LOA Values

On the LOA, the estimated price is to be a readersgtproximation of the amount which
will ultimately be billed, to include the Office difie Under Secretary of Defense (Comptroller)
(OUSD(Q)) inflation indices and other factors. Aunds to be placed on the LOA, except unit
price, will be rounded to the next whole dollalOAs are written either as a defined order, blanket
order, or as &ooperative_ogisticsSupply SupportAgreement (CLSSA). Pricing for each type
of LOA requires special treatment. Moreover, anrALi@ay involve lines that are defined order
or blanket order, while CLSSA cases have no othes! An LOA must include only prices for
defense articles and services sold to FMS purchas®t must not be adjusted for any reason
other than authorized by this chapter (such amftation or for contingencies).

A. Defined OrderLOAs. Defined Order LOAs are for specified defense
articles or services and are usually written f@ #tquisition of systems. Orders are normally
placed by the Implementing Agency (IA) following BOmplementation.

1. Cost Estimates.lAs involved in procuring such systems should
have available estimates of the expected costsedsasis for developing the FMS price. These
estimates, however, must be validated for the gondition to be delivered. Additional charges
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detailed in other sections of this chapter must &ks applied. When developing estimates for
weapon systems in different configurations tharséhfmr which IA estimates are available, the
IA should obtain contractor estimates for the défe configurations.

2. Inflation. When a price estimate must be inflated for deyive a
weapon system several years in the future, OUSp@Blished inflation indices must be used. If
other price inflation or alternate OUSD(C) publightactors apply, those factors must be
documented in case files and justified to OUSD(E Japproval before finalizing LOAS.

B. Blanket Ordet. OAs. Blanket Order LOAs are for categories of defense
articles or services with no definitive listingitgms or quantities to be provided.

1. Cost Estimates

a. For hardware support items, the price developeg be
based on either a computer listing of specifiedspar a percentage of the cost of the major system
to be supported. In other instances, the pricehenLOA may simply be a dollar value line to
enable the purchaser to requisition those items tipe dollar ceiling in the Letter of Request. In
the latter case, the amount written into the LOA caly in part on the estimated activity in the
country’s program.

b. In developing a price for LOA purposes where ankdd
order is involved, the source of supply might nekbown. In this case, certain assumptions must
be made. For example, in writing a blanket ordesecfor spare parts for an aircraft, an agency
may have to make assumptions about the sourceand of items in order to estimate various
pricing elements. This allows the analyst to apgpb/appropriate costs and charges. At the time
of the billing for delivery of an item charged twetcase, the appropriate surcharges must be applied
by DFAS SCA in accordance with Chapter8gencies that have developed an ordering history
for certain countries or weapon systems may betalulevelop a ratitr items using procurement
data and items from stock that enable a more megplication of surcharges for the estimate.

2. Inflation. When developing a price for items to be delivdyegond
the period for which pricing data is availablewitl be necessary to apply inflation factors as in
defined order cases.

C. CLSSA. CLSSA LOAs are designed to providgossive and continuous
supply support at the depot level for U.S.-madetamny materiel possessed by foreign countries
and international organizations. CLSSAs are ndgnthke most effective means for providing
common repair parts and secondary item suppoddoipment of U.S. origin that is in allied and
friendly country’s inventories. Pricing for CLSS2As must be estimated per section 870

070303. Billing Values

On theDoD (DD) Form 645,'FMS Billing Statement the price, at the point in time when
actual costs are known and reported to DFAS SCaulslhbe firm and exact (the exception being
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“E” (Estimated) price code transactions). Thedgiltost (except when a rounded dollar indicator
code is utilized) is detailed in dollars and cents.

074 ACCESSORIAL COSTS

Accessorial costs represent certain expenses micideissues, sales, and transfers of
materiel that may or may not be included in th@d&ad price or contract cost of materiélhe
various types of accessorial costs that may beicgippe to FMS shipmentsiclude packing,
crating, and handling (PC&H); transportation; doeding and unloading; and staging

070401. PC&H

PC&H includes thecosts incurred at DoD facilities for labor, matésjeor services in
removing requisitioned articles from storage lamasi, preparing them for shipment from the
storage or distribution points, and processing s&gy materiel release confirmation documents.

A. PC&H costs will bebased ortheoriginal acquisition valuef materiel sold
from DoD inventories to recover the cost excepti@VCF items delivered after October 1, 1990
since DWCF standard pricing already includes PC&PIC&H will not be assessed on articles
shipped directly from the manufacturer since ndamse DoD labor, material, or services are
involved. The use of actual costs, when knowrighly encouraged. If actual costs are not
available or are not cost effective to obtain, clsarge rate can be used. Prescribed PC&H rates
are:

1. A PC&H rate of 3.5 percent added to dhiginal acquisition value
of materiel with a unit price of $50,000 or [dSsAMM, C9.T4); and

2. An additional charge added a rateequal to 1 percent of that
portion of theoriginal acquisition valuef materiel over $50,00(BAMM, C9.T4)

B. The PC&H charge for service/maintenance casespieal to the
acquisition cost of the item(s) sold or servicedf the cost of the service. The rate(s) in
sulparagraph70401.A.1-2apply.

C. For excess items, PC&H is computed on the origaguisition value and
not the excess reduced value. The use of actstd,ashen known, is highly encouraged.

D. For pricing blanket order lines on LOAs, use 3&bcent on the line value
since the unit price is unknown.

070402. Transportation
Transportation costs include DoD-supplied or Dolaficed transportation (land, air,

inland and coastwise waterways) within and outideLhited States and overseas transportation
by vessel or air. This includes parcel post vidase or air.
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A. Non-DWCF. The transportation of FMS materiel must be onecol
commercial bills of ladingo the maximum extent possibl®/hen transportation is accomplished
usinga GBL, it must show that 49 U.S.€10721is not applicablend thanormal commercial
ratesmust bebilled to the USG for the shipment. Shipping atitd¢ must clearly identify materiel
as DWCF or non-DWCF to ensure the appropriate Giteds issued for inlan@ontinental United
States CONUS transportation

B. DWCEF. Effective October 1, 1990, DWCF standard pricingludes
transportation costs within CONUS. If the firststieation transportation is accomplished
through GBLs, it must contain the DWCF fund ciéd show that 49 U.S.C. § 10721 is not
applicable and that normal commercial rates mubillezl to the USG for the shipment. Shipping
activities must clearly identify materiel as DWCFron-DWCF to ensure the appropriate fund
cite is issued for inland CONUS transportation.

C. Pricing TransportationPrice transportation on LOAs as follows:

1. Above-the-Line Transportation Services. WIRMS purchasers
useDTS, an estimated amount is placed above-the-lin@ydf@r transportation services that are
not appropriate to be funded with below-the-linéneates. Examples of these transportation
services include premium transportation such asi8péssignment Airlift Mission flights,
securing a vessel for a one time only shipmengirsgacost for consolidating shipments, Radio-
Frequency Identification tagging and tracking desicspecial security (guards hired to escort the
shipment), and other unique requirements.

2. Below-the-Line Transportation Services. WH&AS purchasers
useDTS, a Delivery Term Code (DTC) percentage is appicethe line to compute an estimated
amount for these costs on the LOA. DTC percentagedased on the mode of transportation
provided (e.g., port-to-port, depot-to-in-countsstination) and the rate area where articles are
being delivered.For more information on DTC percentages, see thel MAChapter 7.

3. Exception. The DoD Components must appdgtimated actual
totals contained in the SAMMIransportationCost Look-Up Tables, Appendix 2, to estimate
transportation cosfor items normally shipped iDTS (e.g., sensitive/hazardous end items) when
costs using standard transportation percentagesguidéicantly different from actual charges.

4, Excess ltems.For excess items, transportation is computedhen t
original acquisition value and not the excess redu@lue, excepthen accountability for excess
items has been transferred to "Property Dispoghk" provisions of the Defense Materiel
Disposition ManualDoD 4160.21-M, Volume 3 must apply The use of actual costs, when
known, is highly encouraged.

070403. Port Loading and Unloading Costs

Port loading and unloading costs include DoD-swgaptir DoD-financed labor, materials,
or services for loading, unloading, and handlingats of embarkation or debarkation.
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070404. Staging

The actual costs of staging must be recovered asfan above-the-line service charge.
Such charges must not be duplicative of any otbegssorial cost.

A. Costs for the staging of materiel in CONUS DoD nswWCF
owned/operated) facilities are additional BI'S costs, and a 3 percent staging charge is
applicable, if DSCA has authorized below-the-lirequpment of staging.

B. DWCF activities must bill actual costs incurred @s above-the-line
service.

C. When non-excess materiel is supplied for DoDagfe points located
Outside CONUSQ@QCONUS, the applicable rates must be charged as a ptepusg cost.

0706 FMS ADMINISTRATIVE SURCHARGE

An administrative surcharge must be added to alSRMses (unless waived pursuant to
legal authority, seeestion0713 to recover DoD expenses. SAMNM9.T4gives further guidance
on the current FMS administrative surcharges andthey are applied.

070B01. Prescribed Standard FMS Administrative Surcharge

A. FMS Administrative Surcharge. The applicalfimS administrative
surcharge is dependent upon variables associatadtive LOA. For cost increases within the
scope of the LOA, modifications retain the FMS adistrative surcharge rates associated with
the lines modified. When an amendment adds a mewtbd an existing FMS case, the FMS
administrative surcharge rate in effect at thattinapplied. The following FMS administrative
surcharge rates are applicable for LOA standardstises and for the periods shown:

* 1. Effective June 1, 2018. A uniform 3.2 perceltS~administrative
surcharge is effective for all new LOA lines ac@sgpby the purchaser on or after June 1, 2018.

2. November 1, 2012 May 31, 2018 A uniform 3.5 percent FMS
administrative surcharge is effective for all ne@A. lines accepted by the purchaser on or after
November 1, 201¢hrough May 31, 2018

3. August 1, 2006 — October 31, 2012. A uniform @eBcent FMS
administrative surchargatewas used for all new LOA lines accepted by thecpaser during
this period. Program Management Lines were nodoagplicable to new cases accepted on or
after this date. USG services, over or above thosered by the FMS administrative surcharge,
were provided on well-defined line items. All cagecepted on or after August 1, 2@0@ugh
October 31, 2012collected a minimum charge to ensure sufficiamids to prepare and
implement each case by includingmall case management lineSCML). The FMS
administrative surcharge rate is not applied agaimes SCML. This application was suspended
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for cases accepted, implemented, or decreased afteorJuly 3, 2012. Refer to the SAMM,
C9.4.7 for specific information concerning the applicatiof the SCML.

4, June 1, 1999 - July 31, 2006. A uniform 2.5 petcEMS
administrative surcharge rate for standard linesSapercent for nonstandard lines on LOAs was
effectiveon or after June 1, 1999 through July 31, 2006

5. October 1, 1977 - May 31, 1999. A uniform 3 petcéMS
administrative surcharge rate for LOA standardckasiservices lines was effectioa or after
October 1, 1977 through May 31, 1999

6. March 10, 1977 - September 30, 1977. A uniforpeient FMS
administrative surchargatewas effective for LOASs signed by the bk or after March 10, 1977
through September 30, 1977

7. January 29, 1970 - March 9, 1977. A 2 percent Eldi&inistrative
surchargerate was appliedon January 29, 1970 through March 9, 19ufless the supplying
Military Department determined that the rate wathesi insufficient or in excess of actual
administrative expenses, for any single FMS caBlee use of actual FMS case administrative
expenses was authorized.

B. Supply Support Arrangements. An FMS admiaiste surcharge of 5
percent must be added to the basic sales prickeoinitial on-hand portion of CLSSA. See
paragrapl®70803 and SAMM C9.T4

C. FMSOsfor Nonstandard Articles and Services. For caseslaccepted
prior to August 1, 2006, an FMS administrative argerateof 5 percent must be added to the
basic sales price 8fMSOsfor nonstandard articles and services. Howeverstandard rate in
effect must be applied under the following circuamses:

1. A contractor is designated as the sourceigply in lieu of a DoD
Component performing additional work for the nonstad articles and services, or

2. A case/program management line is includedha LOA that
specifically recovers costs associated with théstgserformed in support of the sale of
nonstandard articles or services.

070602. DoD Component Administrative Expenses

Administrative expense calculations of componelSFprogram support costsiust
include a pro rata share of manpower and cont@stisc The DoD Component administrative
support costs must not include costs prescribékisi/olume as above-the-line cost®r should
the costs include DoD mission costs. See SANIM.4.2for case related manpower functions
and appropriate funding sources.
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A. The personnel portion of actual administrativeesgesnustinclude a pro
rata share of those personnel who spend 10 pescembre of their time performing FMS duties.
This same measure applies to contractor-providggbati for FMS administrative functions.
These functions may be indirect (e.g., support sraultiple purchasers/cases) or direct (e.g.,
support to a specific case or program).

B. DoD organizations that provide general administeasupport to the FMS
program must recoup the full cost (excluding a @ share of fixed base operations costs) to
provide such support.

07003. FMS Administrative Surcharge on Cases Closed ati&astior No Value

A. For any case that is closed, the USG willirefands to pay for estimated
administrative costs associated with the case, dvemarticles or services have been delivered
($0 delivered value). The minimum, nonrefundalt®mant will be the value when combining the
SCML (if applicable) and the FMS administrative charge value; one-half of the FMS
administrative surcharge estimated on the casé¢heoistandard FMS administrative surcharge
percentage of the expended value, whichever iggre&ee SAMMCE.8.

B. DSCADirectorate of Business Operatioi@30) may approve reductions
to the minimum nonrefundable amounhen it can be clearly shown that the actual vahfes
administrative costs on the case are less thamithienum nonrefundable amouot if the case is
cancelled for the convenience of the USG.

C. Case Managers wishing to request that a aaskbed at $0 articles and/or
services value, must contact DSCA DBO for approvde DSCA DBO reply is sent to the Case
Manager and DFAS SCA.

D. Cases candeld for the convenience of the USG may not incur an
administratve cancellation fee, but require the amounttlted FMS administrative surcharge
assessed be approved by DSCA DBO.

E. For cases with an ordered value greater thaguwal to $25,000,000, and
closing at $0 delivered articles and/or serviceugalthe IA will submit a recommended
nonrefundable FMS administrative surcharge amau3CA DBO for approval.

070604. Waived FMS Administrative Surcharge

A. General. Normally, the amount of the FMS auistrative surcharge that
has been waived or reduced for a particular FM$,qagrsuant to statute, must be reimbursed to
the FMS administrative surcharge account. For seichbursements, the IA (which is the propo-
nent of the case on which the charge has been d)aimeist obligate its current available
appropriations for the full amount being waived whbe case is implemented. DFAS SCA
calculates the amount of the earned FMS administrasurcharge on cases with waived
administrative surcharge and submits quarterlyng to the appropriate IA.
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B. Funds Control. The LOA package for cases withived FMS
administrative surcharge must cite the authoritpjladl amount waivedand obligating document
number in a case note. The IA must include a aifpye certified document committing the
funds as part of the LOA coordination package. \&#ame 14 for guidance on the administrative
control of appropriations.

0706 LOGISTICS SUPPORT CHARGE (LSC)

LSC was applicable to materiel and services ifiedton the Military Articles and Services
List, excluding DWCF materiel. LSC was assessed.htpercent of the articles and services
reported delivered on or after April 1, 1987 antipto October 1, 2007. The SAMM, C9.T4
explains the elimination of the LSC and how to tyg#or year LSC charges.

0707 PROGRAM MANAGEMENT SERVICES
070701. Level of Service
A. FMS Administrative Surcharge Funded Manpowé€&here is a certain level

of routine support provided to an FMS customerachecase. Costs associated with this workload
are captured via the FM&Iministrativesurcharge assessed against the case.

B. LOA Funded Manpower An IA may determine there are additional
services directly related to the defense articleseovices being providethat are over or above
the routine level of support generally provide@toFMS customer. These costs may be included
on an FMS case as an above-the-line cost at thieseqf the FMS purchaser or by the USG based
on the analysis of what will be required to suctigdgsimplement and execute the requested
program/case. An auditable methodology must bd tselocument all costs included on these
lines.

* C. DoD Component Operating Funds.accordance with OUSD(C) Memo,
“Budget Policy on use of DoD Component Operatinghdauin Support of Foreign Security
Forces,” Military Departments have the responsibility to d®p, maintain, and
institutionalize the capabilities of Service menshbeand DoD Expeditionary Civilian
personnel to support DoD efforts to organize, traguip, and advise foreign military forces
and relevant supporting institutions. DoD Compdsesre to budget in their operating
accounts all costs for DoD military and civilianrpennel in Afghanistan, Iraq, and other
countries, as well as reach back support, encoragdssDoD Assistance Appropriations.

1. Costs include, but are not limited to, militgrgy, special pay,
transportation, pre-deployment training and tragjnmtheater, forward base operating costs,
life support, communications, vehicle maintenapregram management, and contracts for
linguists, logistics, security, and infrastructumeeded to support such DoD personnel in-
country.
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2. Where the Military Department has discretion, awadter of
budget policy, the following activities will be bgeted and paid from DoD Assistance
Appropriations and not budgeted or paid from DoDrfponent operating accounts:

a. In circumstances where DSCA provides services
pursuant to the Economy Act to the organizationgiheded by the Secretary of Defense or
Deputy Secretary of Defense to have managemenomesjlity for the DoD Assistance
Appropriation (Managing Organization), amounts fremch DoD Assistance Appropriation
will be used to reimburse DSCA for its administratexpenses in providing the ordered
services;

b. In circumstances where the Multi-National Awati
Special Project Office (MASPO) provides servicesspant to the Economy Act to the
Managing Organization, amounts from such DoD Aasist Appropriation will be used to
reimburse MASPO for the actual costs of the promanat, sustainment, and technical
support services;

C. In circumstances where the U.S. Army Corps dfiigers
(USACE) provides services to the Managing Orgarnatamounts from such DoD Assistance
Appropriation will be used to reimburse USACE ftw project design, contract preparation and
award, and supervision and administration expeimsesoviding the ordered services;

d. In circumstances where an organization fdndg a
DWCF provides supplies or services pursuant to 18.Cl 8 2208 to the Managing
Organization, amounts from such DoD Assistance Appation will be used to pay the
working capital-funded organization for the cosftspooviding the ordered supplies or
services;

e. In circumstances where the Managing Orgéiniza
arranges for a member of an eligible foreign sé¢gdoirce to receive education or training at a
U.S. Service school, amounts from such DoD Asst&taAppropriation will be used to
reimburse the Service school at the lowest rategeluto other foreign countries; and

f. In circumstances where the Managing Orgditina
arranges for a member of an eligible foreign séguiorce to attend a U.S. Service
Academy, amounts from such DoD Assistance Appraprawill be used to reimburse the
U.S. Service Academy at the lowest rate chargedtt®r foreign countries, unless
reimbursement for the cost of attendance is wapteduant to 10 U.S.G 347(a)(6)(B).

070702. Cost Allocation

DoD Components must ensure that each type of sadtdcated only once and only on
one basis to an FMS case. Additional discussionamsistency in allocating costs incurred for
the same purpose is contained in Volume 4. Carstine taken to ensure against “double
charging” for the same cost3.he FMS CaseRrelated Manpower Functions and Funding Source
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ManpowerMatrix (SAMM, C9.T2) describsin detail the manpower functions that may be fuhde
on FMS cases and the funding source for thoseerkelaists.

078 CLSSA
070801. CLSSA Management

DoD Instruction 2010.06, “Materiel Interoperability and StandardizatiorthvAllies and
Coalition Partners and the SAMM,C5.4.3.3 prescribe the policies and criteria for estabfighi
CLSSAs. CLSSAs provide for the execution of FMS€wering stock, consumption, and
storage. Two FMS cases are required for supplp@t@rrangementan FMSO | case and a
FMSO Il case. Both cases must be executed in d&MS requirements to be anticipated and
to be satisfied on an equal footing with U.S. regumients.

A. FMSO |

1. The FMSO | case is subdivided into two parts: t Rarepresents
the on-hand portion of the inventory (normally 5ntis) and Part B represents an on-order
dependable undertaking (normally a 12-month periot) unusual circumstances, it may be
determined that the 5-month on-hand and 12-montbrder levels are inappropriate for the
particular equipment being supported. In theseuaonstances, the on-hand and on-order
requirements may be adjusted to more realisticalict DoD on-hand and on-order levels for
the items being supported; a renegotiation of th&%A may be necessary. The office that
developed the CLSSA must retain documentation apstt of such determinations.

2. For new FMSO | cases accepted on or after Septedthe2005,
the on-hand portion of the inventory list will b@ Bercent of the total investment/equity list. For
FMSO | cases accepted prior to September 20, 200%n-hand portion of the inventory list will
remain at 5/17 of the total investment/equity list.

B. FMSO II. The FMSO Il case represents the foreign purchsaasticipated
yearly consumption under CLSSA.

C. Cash Reqguirements

1. Cash paid on acceptance of the FMSO | should eqadPart A on-
hand portion of the inventory and administrativecharge. The cash required to liquidate
obligations incurred with suppliers for the on-argertion is the cash paid by the purchaser in
connection with the FMSO Il case and, in turn, ¥saa new order received and recreates
obligational authoritfOA) back to the FMSO 1.

2. If the amount of progress payments required byl#hearies by
more than 10 percent of the Part A value, the Dallh@onent must:

a. Amend the case to bring the Part A value in linehwite
DoD Component progress payment requiremeint
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b. Request additional progress payments to equal theAPa
value.

3. Cash to cover requisitions is paid in advanceachejuarter covered
by the case. The cycle of obligation, acquisiticgquisition, issuance, and payment can be
summarized as follows:

a. TheFMSO I, Parts A and B, grant the DoD Componémns
up to the case amount

b. The cash provided under FMSO |, Part A, finanee dh-
hand inventory

C. Requisitions made by the purchaser are filled ftbenon-
hand inventory

d. Replenishment of on-hand inventory is made fromtrexts
awarded unde®A granted by FMSO I, Part B;

e. Payments to contractors are made from funds peovid
accordance with FMSO Il termand

f. Liquidation of obligations by payment to contrastan
effect recreate®A granted by FMSO I, Part B, and the cycle commeaga.

D. OA

1. The entire amount of the FMSO | case represéwts Normally,
no cash billings are required against the FMSCQalt B, unless the CLSSA is either partly or
wholly terminated. The FMSO Il case provideg only to the extent purchaser orders are
received. Thus, proper working of the FMSO | anghbuld result in a constant 12 month©af
in the applicable appropriation or fund accounterenore or less, after the on-hand inventory of
FMSO I, Part A, has been acquired.

2. The cash an@A derived from the FMSO | and FMSO Il are to be
transferred to the commodity command or supply egdhat is expected to provide supply
support to the foreign country. This command @pdy agency must use such cash amwdto
increase stock and on-order quantities in antimpaobf requisitions from the country which
entered into the CLSSA.

E. Both parts of the FMSO | provideA equal to its value in the DoD
Component activity giving the supply support to fuechaser.

070802. GeneralPricing

Usethe pricing requirements subparagraph 071502.B to price CLSSA cases
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070803. FMS Administrative Surcharge

A. EMSO | (Part A) A one-time nonrefundable, administrative surghaof
5 percent must be charged on the on-hand portiart /) of the FMSO | case. For amendments
that decrease the value of the on-hand portiort @athere must be no adjustment made to the
administrative surcharge. However, for amendmiatisincrease the value of the on-hand portion
(Part A), the 5 percent nonrefundable administeasiircharge must be charged on the total value
of the increase. The following is an example ef éldministrative fee computation:

Revised Increase or (Decrease)5% Admin Fee Admin Fee

On-Hand to Previous On-Hand  Charge on Accrued
Document | Materiel Value Materiel Value Increase Expenditures
Basic LOA $3,000,000 $3,000,000 $150,000 $150,000
Amend 1 4,000,000 1,000,000 50,000 2aD,00
Amend 2 2,000,000 (2,000,000) N/A (Decrease) 200,000
Amend 3 3,000,000 1,000,000 50,000 283D,00
Amend 4 5,000,000 2,000,000 100,000 350,000
Amend 5 4,000,000 (1,000,000) N/A (Decrease) 350,000

B. FMSO | (Part B) No administrative surcharge must be chargederoh-

order portion (Part B) of the FMSO | case. Therenir administrative surchargd.2 percent
must be charged on requisitions processed underG-M®ases. If a FMSO | agreement is
terminated, the current administrative surchargstrna charged for the inventory over and above
the on-hand portion of the case. There must b&dddional surcharge on the on-hand portion of
the case, since the purchaser has made advancemaghthe administrative charges applicable
to this portion of the case.

070804. Storage Costs

There is no annual inventory maintenance and gtoicharge for DWCF items for
CLSSAs, as the DWCF standard (stabilized) priceups all costs. For non-DWCF items, storage
fees must be chargedn the value of stored assdiased on the on-hand portion of the FMSO I.
The annual storage fee is 1.5 percent. For casteseemaining open a full year, a fee®125
percentpermonth must be chargdBAMM C9.T4).

070805. Normal Operating Inventory Loss

The standard prices paid by the foreign governrwerstock level of DWCF items already
include a surcharge for estimated normal operatisges in storage.

070806. Unusual Inventory Loss
Stock losses due to enemy action, major disastether casualty from a natural

phenomenon must be assessed against the foreignngoent in an amount proportionate to the
ratio that the value of its stock case bears tddte value of stocks in storage.
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070807. Obsolete Materiel

A. Obsolete or Excess to the United Statéfsan item becomes obsolete or
excess to the tlted Statesbut not to the foreign government, theitéd Statesmay request the
foreign government to withdraw its undelivered ditgrof the item. Additional quantities may
be offered to the foreign government at fair vagiuees (sesulparagraph071503.A-B).

B. Obsolete or Excess to the Foreign Governméintems become obsolete
or excess to the requirements of the foreign gowent but not to the tlted States the foreign
government may request thanitéd Statesto consider cancellation of its order and to apfdy
equity in the undelivered quantity to subsequeners for other items. If cancellation is not
agreed to, arrangements must be made for thied)Statesto dispose of the materiel and credit
the net proceeds to the foreign government. Ifthiged Stateshas a need for the materiel, credit
the stock level for the return of materiel to Usocks in accordance with departmental
procedures.

C. Obsolete or Excess to the United States and Fofeayernment If items
become obsolete or excess to the requirements tf the ULhited States and the foreign
government, arrangements must be made for theetlStatesto dispose of the materiel and the
proportional share of the net proceeds of sale imeistredited to the foreign government.

070808. Purchaser Equity

CLSSAs are written in terms of an absolute dadlaount of support to be provided under
the arrangement. A listing of the specific itereguired to support the weapon system is not
developed. Under this "dollar value" concept, FMS purchaser's equity must remain valued at
the cash deposited for the FMSO I. Upon termimate review must be made of the foreign
country’s demand data for specific items. When @etndata results in the procurement of stock
above the DoD-approved retention levels, the foreiguntry must be informed that applicable
stocks owned by that country must be drawn dowthatr a settlement agreeable to both parties
must be reached.

070® STORAGE, REPAIR, OR MODIFICATION OF PURCHASER-OWRBVMATERIEL
070001. Storage
Costs applicable to storage of purchaser-ownedestinclude the functions of receiving,
care and preservation, set assembly and relatedtiast and overhead operations (such as re-
warehousing, maintenance of operating equipmensipal inventories, and cleaning areas).
A. Storage charges are applicable to the non-DWCHhama+ portion of
FMSO | cases, cases on which DoD is ready to detipplicable items but has been requested

by the purchaser to delay delivery, and cases achwioD cannot deliver due to legal or policy
restrictions.
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B. Charges commence 15 days following the date afadibity (there is no
annual inventory maintenance and storage chargp\W€F items for CLSSAs, as the DWCF
standard (stabilized) price recoups all costs).

C. A uniform DoD annual rate of 1.5 percent®i25 percent of the average
monthly value of purchaser-owned materiel will Iarged to applicable FMS cases to recover
an activity’'s storage caogiinless a separate charge is negotiated with dinage facility.

D. A separate line on the LOA(s) should capture tbeage-related costs. If
this line did not previously exist, it can be addean LOA modification.

07002. Repair or Modification

When a foreign government requests the repairoamdbdification of items from non-
DWCF activities, the actual or estimated cost efwlork will be priced on a job order basis. An
illustration of price computation is at Figurel7-

A. Labor costs will be computed in accordanceénsiction072Q

B. Materials and supplies obtained from the mmilitsupply system stocks will
be priced in accordance with secti®nla

C. Materials, supplies, or services obtainedatlyedrom contractors will be
priced in accordance with sectibiil6

D. Transportation and related costs incurredawement of the materials and
supplies used during repair and/or modification inngspriced in accordance with sectior0d.7
Seesulparagrapl®70402.Bfor treatment of DWCF materiel.

E. Indirect labor, material, and contractual sy will be priced in
accordance with the guidance in this chapter alodated to job orders.

F. Appropriate incoming and outgoing transpootatcosts related to FMS
equipment or materiel processed by repair or ovefiaailities will be paid by the FMS purchaser.
If the repair facility ships the repaired item b@ tpurchaser, then the transportation costs must be
charged tahe FMScase
070203. FMS Administrative Surcharge

The FMS administrative surcharge must be appbeitdirect and indirect costs billed in
connection with storage, repair, and/or modificatio

070004. Special Instructions Applicable to DWCF Activities

DWCEF activities must charge approved DoD stahdires and prices for defense articles
and services in support of FMS cases. Materiedédnby DWCF, including depdevel
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reparables, must be priced at the standard (stab)lprice in effect at the time the item is drappe
from inventory or at the net/exchange price, iflaygble, for a direct exchange transaction. The
standard (stabilized) price or rate charged to AM&hasers of DWCF activities for defense
articles and services must be adjusted to inclad@aount for unfunded civilian retiremdltCR)
and post-retirement health benefits costs in a@earel with paragrapb72005

0710 USE OR EXPANSION OF DOD FACILITIES AND EQUIPMENT

All costs of construction or expansion of facilgidesired by and for the exclusive use of
the foreign government must be financed and furmette foreign government. Charges by the
USG for labor, materiel, or services must be reirebd in accordance with the provisions of
sectiond0715and072Q Any expansion of facilities or equipment reqdifer DoD use, which
may also be available for FMS, must be funded thindhe normal DoD budget process.

071001 Reimbursement of Proportionate Share

In addition to the costs identified gection 0710a proportionate share of operating costs
must be reimbursed.

071002 Work at DoD Test Facilities and Laboratories

Case and line managers must inform performingiéies when work requested at DoD
test facilities and laboratories involves FMS. W priced to ensure full reimbursement of
direct, indirect, and overhead costs to the teagslitiaor laboratory for the FMS effort.

071003 Embedded Computer SoftwgEeCS)Facilities

A. ECS support is normally supplied through avieess case (or line) of a
system sale. Arequirement for a new facility esgmentation of an existing facility that is funded
by the FMS purchaser is incidental to the serviBegardless of the costs charged to an FMS
purchaser for use or augmentation of a facilityPOmwns and operates the facility.

B. Software support may be supplied by a sepéaatkty dedicated to FMS
or from a facility supporting both DoD and FMS prags. The FMS purchaser pays a prorated
share of the total softwaseipportcosts.
0711 COSTS ALLOCABLE FOR JOINTLY USED FACILITIES
When specific agreements or arrangements are noadéd joint use of USG facilities

(e.g., sharing of storage spaces, dedicated trpfaiilities), a pro rata share of the operatingtco
financed by operating appropriations must be clthtgehe foreign purchaser.
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071101. Joint Useof Office or Storage Space

A. When jointly used storage or office space iimed, the pro rata share of
operating costs must be determirEsedon space assigned to the foreign government versus
total space available for assignment.

B. Operating costs must include, but are not seandy limited to, the cost of
maintenance and upkeep of the facilitiescluding access roads, security, communications,
utilities, and rent, if the USG must make rentafrpants under lease agreements.

071102. Joint Use of Satellites

When jointly used satellites are involved, thenlgu cost must be allocated to each
participant based on pre-launch negotiations tbasider the expected benefits accruing to each
participant. Recurring operating costs must begtea based on the time each participant actually
uses the satellite.

0712 PERIODIC REVIEW AND RATES/SURCHARGREVISION
071201. Periodic Review

Rates that may be developed to recoup accessostd and surcharges (see sectiodi$07
and07) are subject to periodic review. OUSD(C) showdtifyy the applicable DoD Components
when such reviews are being conducted and requefdD Components’ participation.

071202 Rate Revision

No charges, or surcharges based on a percentagesst be made to recover any element
of cost unless the charge or percentage charg@isssly prescribed in thisolume, or the charge
based on the percentage rate is proposed in wtitiagd is approved by OUSD(C). Whenever a
DoD Component believes a prescribed rate shouldewased, it should submit its request with
supporting data to OUSD(C), through the DoD Compoisenior Financial Manager and DSCA
DBO. DSCA DBO will conduct its assessment of thguest and provide either its endorsement
of or objection to OUSD(C). Sufficient data must@mpany the request to enable evaluation of
the merits of the proposed revision.

0713 COST RECOUPMENT WAIVERS AND EXCLUSIONS

A cost recoupment waives the exercise of legal authority to partially oralbtt waive
recoupment of incurred costs. A cost recoupmenmiew@ not an exception to pricing policy

071301. Waiver of NC Recoupment Charges
A. Title 22, U.S.C.8 2761(e)(2)(A)authorizes the President to reduce or

waive the NC recoupment charge or charges whichHdvoilnerwise be considered appropriate
under22U.S.C. § 2761(e)(1)(Bfor particular sales that would, if made, sigrafily advance
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USG interest itNorth Atlantic Treaty OrganizatioNATO) standardizatiorstandardization with
the Armed Forces of Japan, Australia, the Republidorea, Israel] or New Zealand, in
furtherance of the mutual defense treaties betwkenlhited Statesand those countrie®r
foreign procurement in therited Statesunder coproduction agreements.

B. Title 22, U.S.C. § 2761(e)(2)(Bauthorizes the President to waive NC
recoupment charges for a particular sale if itasedmined that:

1. Imposition of the charge or chardésly would result in the loss
of the saleor

2. The waiver of the charge or charges for MDE woubkllein a
savings to the bited Statesthat substantially offsets the revenue due tovlaiser.

C. Title 22, U.S.C. § 2761(e)(2)(@)ves the President the authority to waive,
for particular sales of MDE, any increase in a gkeasr charges previously considered appropriate
under22U.S.C. § 2761(e)(1)(B) This authority is given if the increase restitsn a correction
of an estimate (reasonable when made) of the ptiothuguantity base that was used for
calculating the charge or charges for purposesdi paragraph.

D. Theauthority to waive NC recoupment charges has lgedegated to the
Director, DSCA. All waiver requests must be cooeded with theUSD for Research and
Engineering (R&E), USD for Acquisition and Sustaemh (A&S),and the OUSD(C).

071302 Special Waiver Authority for NATO Airborne Warmgrand Control System
(AWACS)

Notwithstandingsulparagrapt070504.A 10 U.S.C.8 2350e authorizes the Secretary of
Defense, in carrying out the NATO AWACS program, to

A. Waive reimbursement for the costs of the followfagctions performed
by personnel other than personnel employed in ti& Rir Force AWACS program office:

1 Auditing;

2 Quality assurance

3 Codification

4 Inspection

5. Contract administratign
6. Acceptance testing

7. Certification servicesand
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8 Planning, programming, and management services;
B. Waive any surcharge for administrative servicéentise chargeable; and
C. Assume contingent liability for:

1 Any program losses resulting from the gross neglog of any

contractingofficer of the Uhited States

2. Identifiable taxes, customs duties, and othergdwsfevied within
the Unhited Stateson the program; and

3 The U.S. share of unfunded termination liability.
071303 Waiver of Contract Administration Services (CA® Cataloging Services

A. Title 22, U.S.C. 8§ 2761(hauthorizes the President to provide (without
charge) quality assurance, inspection, CAS, contmadit defense services, cataloging datal
cataloging servicesTitle 22, U.S.C. § 2761(lgpplies to:

1. Any contract or subcontract for defense artiolledenseservices, or
design and construction services entered into @itewber 29, 197under FMS or direct commercial
sales on behalf of a foreign government that iseenber of NATO or the Governments of Australia,
New Zealand, Japan, the Republic of Korea, or lisrdde authority applies only if the foreign
government provides these services in accordartbeawiagreement on a reciprocal basis, without
charge, to the USG

2. Any contract or subcontract for defense artialesenseservices, or
design and construction services pursuant to th& QASecurity Investment Program. The
authority applies only in accordance with a reagatoagreement under which the foreign
governments participating in the NATO Security Istveent Program provide such services,
without charge, in connection with similar contsaot subcontractsnd

3. Cataloging data and cataloging services providedATO, toany
member government of NATO, or to the GovernmenthefRepublic of Korea, Australia, New
Zealand, Japan, or Israel,tifat organization, member government, or the Governmehtke
Republic of Korea, Australia, New Zealand, Japan]scael provides such data and services
without charge to the tted Statesin accordance with a reciprocal agreement.

B. The authority to negotiate and conclude thesgmecal agreements has
been delegated to OUSD(A% Upon approval of the agreement, OUSD@&@&will provide a
copy of that agreement to DSCA.

C. When a waiver is approved, the cost of CAS inpsupof the applicable

effort must be funded by a DoD appropriation. iBdk for such actual costs must not be submitted
against the FMS Trust Fund. The waiver under earhement applies only to new FMS LOAs
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with implementation dates (as recorded in the Dede®ecurity Assistance Management System)
on or after the effective date of the reciprocakagent.

D. Countries with CAS waivers are listedtimee SAMM, C9.T5, C9.T6, and
C9.T7. DSCA is responsible for updating and maintairtimgg CAS waiver tabke

071304 Special Waiver Authority for NATO Cooperative Rcts

A. Title 22, U.S.C. 8§ 2767(e)(19tipulates that the President may reduce or
waive the charge or charges in connection with ecatpve projects or agreements entered into
under the authority of that section. The charpes inay be reduced or waived are those that are
otherwise considered appropriate uridl2iJ.S.C8 2761 (e)seesulparagrapl®70301.B for sales
of defense articles and services from stocks orpreaurements when the other participants agree
to waive or reduce such charges.

B. Waiver authority of the President und22 U.S.C.§ 2767 has been
delegated to the Director, DSCA.

C. Administrative surcharges must not be increaseadtioar sales made under
the U.S.C.in order to compensate for any cost waivers thatgaanted pursuant 2 U.S.C.8
2767(d) Funds received pursuant to such other salesmotigte available to reimburse the costs
incurred by the USG for which waiver or reductisrapproved by the President undru.S.C.

8 2767

071305. Exclusion of the Cost of Military Pay and Entitlents for Defense Services
Funded by the Military Assistance Program (MAPNon-Repayable Foreign Military Financing
(FMF)

A. Title 22, U.S.C8§ 2767(a)(3)permits the exclusion of salaries of members
of the Armed Forces (other than Coast Guard) if dhkes case for defense articles, services
(including training), or for design and construatgervices is totally financed by MAP Merger or
by non-repayable FMF.

B. Services provided undér2 U.S.C.882761,2762 2769 or 2770 must be
priced to exclude military pay and entitlementli{iiling retired pay accrual) only for those cases
with LOAs exclusivelyciting MAP Merger funds and/or non-repayable FMB&Cand Foreign
Security Forces (FSFrases which are funded with DoD or Department aiteSt(DoS)
appropriated funds (Pakistan Counterinsurgency F(@RGF), Pakistan Counterinsurgency
Capability Fund (PCCF), Coalition Readiness Suppoogram (CRSPYSF: authority to build
capacity under 10 U.S.@.333, Counter-Islamic State in Iraq and Syria (ISIS), Gtew-Islamic
State of Iraq and the Levant (ISILCyain and Equip Fund (CTEFAfghanistan Security Forces
Fund (ASFF), otraq Train and Equip (ITEF))

1. The exclusion of military pay and entitlementspricing applies
when services are performed regardless of theafatee LOA. For MAP Merger, this pricing
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applies to services provided after September 386;1r non-repayable FMF, this pricing applies
to services provided after September 30, 1989.

2. Any subsequent amendment or modification that ceduMAP
Merger or non-repayable FMF funding below 100 petrcequires re-pricing to add military pay
and entitlements to the entire case.

C. A separate price for DWCF goods and services moisbe established to
exclude military pay and entitlements when the caséully funded by MAP Mergeris a
non-repayable FMFor is a BPC case.

071306. Exchange of Unit Training and Related Support

Title 22, U.S.C8 2770(a)empowers the President to provide training andedlaupport
to military and civilian defense personnel of aefdly foreign country or an international
organization. This authority applies only to e$isfted military units, not to ad hoc units or
individual members of units.

A. Such training and related support is specificalybe provided by a
Secretary of a Military Department and only whee thcipient foreign country or international
organization agrees, pursuant to an agreementhar @rrangement, to provide comparable
training and related support on a reciprocal b&sipersonnel under the jurisdiction of the
Secretary providing the training.

B. The reciprocal training must be provided withireasonable period of time
that is not later than one year after the provisibtraining and related support. If such training
is not provided, then the country or internationgganization receiving the training must be
required to reimburse thended States See Volume 11A, Chapter 10 aBAMM, Chapter 10,
for the financial policies associated with thisipeacal program.

071307. Special Authorities.

In accordancewith the administration of the European Air Defen&greements, the
Secretary of Defense is authorized under the latemnal Security and Development Cooperation
Act of 1985, Section 132 (s€2 U.S.C8 2767(e) to:

A. Waive any surcharge for administrative services rotlse chargeable
under22 U.S.C82761(e)(1)(A),and

B. Waive any charge not otherwise waived for servicesoeated with

contract administration for the sale (under the AEEGf PatriotAir DefenseMissile Fire units to
the Federal Republic of Germany contemplated iratireements.
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071308. Fair Pricing

Under22 U.S.C.882761and2792 the recoupment of NC is not required for FMS sase
wholly funded with MAP Merger or non-repayable FMBPC or FSFcases which are funded
with DoD or DoS appropriated funds (e.g., ASFF, PCCF, PCF, CRSEF, ITEF,or FSF:
authority to build capacity under 10 U.S.C. 8§ B33Effective with delivery reports after
December 1, 1989, asset use charges are no lopgkeadble to FMS transactions. When such
asset use expenses are included in, or are afprestandard prices/stabilized rates charged for
defense articles and services furnished by DWGEparate price must not be established for sales
from, or services furnished by, DWCF in connectith FMS cases. In addition, military salaries
and the unfunded costs of civilian retirement atiteo benefits are not included in the FMS
administrative account.

0714 EXCEPTION TO PRICING POLICIES

An exception to prescribed pricing policies referapproval of an alternative method of
identifying applicable cost(s). Requests for exiogs to the policies prescribed herein or waivers
of DoD costs for which DSCA is not delegated as\wlaver authority, must be submitted to
OUSD(C), through the DoD Component Senior Finandiahager, and DSCA DBO. (Note: A
cost recoupment waiver is not an exception to pgigbolicy.) DSCA DBO will conduct its
assessment of the request and provide either esrTderg or objections to OUSD(C). Sufficient
data must accompany the request to enable OUSD(€ydluate the merits of the proposed
deviation.

0715 CASH SALES OF DEFENSE ARTICLES ISSUED FROM STOCK
071501. General

Title 22, U.S.C. § 276authorizes the sale of defense articles from simekigible foreign
governments and international organizations. Tiseses include all sales of items from DoD
inventories, whether delivered from storage or finmcurements that were initiated to maintain
adequate DoD inventory levels. Procurements speltif for FMS requirements (excluding
CLSSAs) may not be considered a sale from stockcuPements initiated to replace stocks sold
from DoD inventories are not FMS new procurements.

071502. Sale of Defense Articles

A. Sale Price of Nom=xcess Defense Articles. Non-excess defense aracke
assets within the approved force acquisition objecind approved force retention stock of all
DoD Components. Also included in the non-excessgray are articles procured in anticipation
of military assistance or sales requirements assaltr of CLSSAS, or pursuant to a military
assistance or sales order. The selling price eistetermined when the item is dropped from
inventory or the LOA is prepared, if a firm pricedetermined in accordance with the provisions
of paragrapt®71504
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B. Sale oDWCEF Articles

1. The selling price of DWCF articles to FMS ghaisers must be
determined at the time the article is dropped froventory. The standard price charged to FMS
purchasers for DWCF articles must be adjusted ¢tud® an amount for unfunded civilian
retirement and post-retirement health benefitssc(ste paragrapbir2005. See Volume 2B,
Chapter 9Volume 11A, Chapter;land Volume 11B, Chapter 11 for additional inforioat

2. If a purchaser returns a reparable DWCF item repair or
replacement, the overhaul service must be pricadénrdance with paragrapi0902 The price
of the replacement/exchange item would be the exgdharice or net price (standard price less
credit) basis adjusted for the unfunded retirenagak benefits.

3. As an invested participant, a CLSSA purchasay return a fully
serviceable reparable item to the appropriate DVeQvity for credit, when the item is within
the activity's approved acquisition objective. Tdredit will only be issued after the item is
received and inspected at the activity. Fundsit@édnay be paid by the DoD disbursing office
into the FMS Trust Fund in accordance with theruttton of the foreign purchaser or DSCA.

4, Prior to October 1, 2001, petroleum, oil, &araricants (POL) was
priced at standard (stabilized) pricestfective October 1, 2001 the selling price of P@lLthe
replacement cost of the PQduring the period of the sale, plus associatedhmaat. See Volume
11A, Chapter 1 and Volume 11B, Chapter 11 for aoldi# information on overhead.

C. Sale of Non-DWCF Articles. The pricing anelatment of reimbursements
of non-DWCF articles sold are dependent upon whethe item(s) being sold requires
replacement. An illustration of the price compigtatisin Figure 72.

1. Item Not to be Replaced. When an item id §@m the stocks of
DoD and is not intended to be replaced, it is aergd a free asset. The free asset price is not
less than the actual value of the article.

a. The price of the item must be the most recent actual
procurement cost of the series and model being, sl¢ the cost of any modifications or
improvements incorporated after production andajhyicable NC recoupment charge.

b. Reductions to the sale price may be made whee thean
actual difference in utility or desirability amongits of issue of an item due to age or condition.

C. The cost of the last major overhaul or outfitting
accomplished before the sale date is added toalcelated price and is not reduced for age or
condition. The overhaul costs will be proratedrave interval between the last actual overhaul
and the next scheduled overh&deFigure 73).

(2) If a future overhaul is not scheduled, the coghef
previous overhaul will be prorated over the norenadrage interval between overhauls.
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(2) If an overhaul schedule is not available, the most
appropriate time span for that series and modeildhze used.

3) In the case where actual costs are not availalle f
the last overhaul, a reasonable estimate fromatiity normally performing overhauls for the
type of item to be sold may be used.

4) In the case where a maintenance schedule has not
been established, a period of at least five ydavsld be used.

(5) A request for waiver of the overhaul cost may be
submitted to OUSD(C) in accordance with secthi@i3

d. In the case of a naval vessel that is 20 or meaesyold, and
3,000 tons or les2 U.S.C. § 2761(a)(Provides that the actual value is not less thargteater
of the scrap value or the fair value (includingwersion costs) as determined by the Secretary of
Defense. SeeFigure7-4 for an example of the price computation fohg ghat is greater than
3,000 tons

e. The amounts received as payment for free assats the
FMS purchaser must be deposited into the Miscaeblandreceipts of the U.S. Treasury. See
Volume 3, Chapter 1%aragraph 150206r additional informatioron proceeds from assets sold

* 2. Item to be Replaced.The sale from stock with replacement
represents the sale of assets for cash and thecgidrs replacement of assets with cash proceeds.
The sale and replacement represent two separagattzons generally occurring months or years
apart.

a. Like Items. Title 22, U.S.C. § 2761 authoriztbe
replacement of materiel using proceeds from saié®ut further congressional approval, so long
as the item sold will be replaced with an itemlod tdentical type, model, and series (e.g., the
sale of C-130E aircraft and purchase of C-130&aicor a modified version of the same basic
model. Obligations to replace the assets willdmognized as direct obligations.

(1)  The price of the item to be replaced must be &%t b
estimated cost of the replacement item availabtbeatime the item is dropped from inventory,
plus theNC recoupment charge of the item being sold, adjusteits remaining service life. The
final bill will utilize the best pricing informatio available if actual replacement procurement cost
is not known. This must be the final cost to thechaser regardless of the actual cost of final
replacement procurement. Inventory managers mealize that this prescribed pricing
methodology may not result in a one-for-one reptamat. If exact quantities are needed in
inventory in order to maintain readiness, the it@gn manager must recommend FMS
procurement and not approve a shipment out of stock

(2)  When itis imperative that stock be replaced tgrou
accelerated procurements, and normal pricing maigvill not adequately recoup replacement
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costs, an exception to DoD pricing policies mustdrpiested from the OUSD(C). Sectiil4
specifies guidance on exception requests. Norpthkyexception would be to add a replacement
factor or delay final pricing until the contract fieplacement items is financially complete.

b. Dissimilar or Modified Items. Congress authorizég
replacement of materiel using proceeds from safesdissimilar or modified items. The
replacement item must be a later series or modvezdion of the same basic model (e.g., sale of
a C-130A aircrafand the purchase of a C-13@iEcraft) or an acceptable substitute itfeng, sale
of an M-48 tank and the purchase of an M-60 Yarflhe purchase of upgrading or a modification
kit is not considered a replacement even thoughupiggade or modification would result in an
end item similar to the items that are being a@glirIn this situation, an item of materiel sold
will require replacement to compensate DoD invaatofor the resultant loss of capability or
readiness. The replacement mostshown under the direct budget program and repnoging
action taken prior to replacementhe obligations to replace the assets will be rezegl and
accounted for as direct obligations, rather thanreasibursements to annual procurement
appropriations.

D. Sale of Ammunition. The selling price of anraunition item must be the
current standard price plus any applicable NC rpownt charge.

071503 Excess Defense Articles

Excess defense articles are assets in excess ApgrovedForceAcquisitionObjective
and ApprovedForce RetentionStock of all the DoD Components (see paragr@pth502for
additional discussion). Excess defense articlestiine sold in an "as is" condition. The cost of
repairing, rehabilitating, or modifying such aréisl must be computed in accordance with
paragrapl®70902

A. Excess articles may be sold at reduced pricescimgnize depreciation for
the age and condition of the article. PC&H andn$pmortation (PCH&T) is computed on the
original acquisition value and not on the reducedep The level of effort for the PCH&T is not
less for an article that is considered excessetbes, the expenses for the PCH&T do not decrease
and must be recovered in total from purchaserss ddlicy applieso procurement appropriations
andDWCF. An illustration of the price computatitor Non-DWCFis in Figure 75.

B. The selling price of excess articles, exclusiveragair or modification
costs, must be the highest of:

1. Its market value for which the applicable K&€oupment charge
must be assumed to be included (market value iprilse at which bona fide sales have been
consummated for products of like kind, quality, apntity)

2. Its scrap value plus NC recoupment charge taedlast major

overhaul costs incurred (scrap value is the amthaitwould be expected to be obtained from
selling the asset at the end of its useful life); o
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3. Its fair value, plus NC recoupment charge anorated major
overhaul costs (fair value is the price for whichigm can be bought or sold in an arm’s length
transaction between unrelated parties).

C. The fair value is computed using the fair valates associated with the
Federal Condition Code of the asset multipliedHeydstablished inventory price. See Table 7-
If the IA proposes the price of materiel to be s the 5 percent minimum threshold indicated
in Table 74 or proposedo waive the overhaul costs, a detailed justiftcaimust be sent to the
DSCA DBO in accordance with sectifiil3 If DSCA endorses the IA proposal, it will forvdar
that package to OUSD(C) for final approval.

D. The overhaul costs will be prorated over the irdkbetween the most
recent prior overhaul and the next scheduled owtrhida future overhaul is not scheduled, the
cost of the last overhaul will be prorated overitioemal average interval between overhauls. In
the case where actual costs are not availablééolast overhaul, a reasonable estimate from the
facility normally performing overhauls for the typéitem to be sold may be used. In the case
where a maintenance schedule has not been es&hlesiperiod of at least five years should be
used. An example of computing these costs istilitesd at Figure 3:

* E. When accountability for excess items has beersteared to "Property
Disposal," the provisions of the Defense Materiedgdsition ManualDoD 4160.21-M, Volume

3 must apply. This manual provides specific guadafor the disposition of amounts realized
from the sale of such equipmeridefense Logistics Agency Disposition Serviea calculate
PC&H based on theriginal acquisitiorvalue of assets sold or transferred

F. A request for exception to established pricingqyobf excess materiel for
FMS will be submitted in accordance with sectidfi4and must address the following:

1. Whether the item has been screened for patsate to purchasers
and whether there is any existing purchaser intertethe price determined in accordance with
the established pricing policy;

2. Whether the alternative proposed price isktpuor greater than the
scrap value plus the established recoupment cliardg@oD NC;

3. Whether demilitarization costs will be inaarby DoD if the item
is sold and, if so, the estimated amount of suchilitarization costs;

4. What the price to repair the item would bd @ percentage of the
original acquisition cost of the item; and

5. Whether the proposed sale has any other edonor political
benefit to DoD and/athe USG.
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071504. Quotation of Firm Prices

A. The DoD Components are authorized to quote fprrices for items to be
sold from stock and for in-house services to baifined, pursuant t82 U.S.C. § 2761 Such
prices are not subject to further adjustment, gledithe purchaser accepts the LOA before the
expiration date. A firm price may be quoted ordy:. f

1. An actual or estimated replacement pricafprocurement funded
end item, including ammunition, or major items te $old from inventory as authorized in
sulparagrapl9o71502.C.2when the price is based on budgetary data oractot quotation

2. A price for procurement funded or major iteleveloped under
provisions ofsutparagrapt®71502.C.land paragrapf71503 and

3. Training tuition rates (only for current ypaRefer to sectiof721
for additional informatioron rates for training of international students

B. The reason for quoting firm prices is to miraendifficulties that might
arise should prices undergo several revisions dueutigetary decisions made subsequent to
country acceptance of LOAs. Firm prices may betegimnly after careful and coordinated
development of such pricing data. LOAs (other tfartraining) that specify firm pricing must
be coordinated, at a minimum, with the OUSD(C), @fices of the Assistant Secretaries of the
Military Departments (Financial Management and Cooiler), and DSCA.

C. All LOAs authorized to be on a firm price lmsnust include a note that
specifies that pricing data presented is firm (pxéer changes authorized in paragr&i2204
and will not be changed, provided the country atcctdpe LOA before its offer expiration date.

*071505. Charges foNC

Non-USG purchasersmust pay a fair price, determined in accordanceh wit
DoD Directive (DoDD) 2140.02, “Recoupment of Nonrecurring Costs (NCs) on Saleb.S.
Items” for the value of DoD nonrecurring investmenthe tdevelopment and production of MDE,
as required by law, unless an NC recoupment chaegeer has been approved by the Director,
DSCA. For FMS, an NC recoupment charge is applcét all MDE. MDE is any item of
Significant Military Equipment (SME) listed on thdg.S. Munitions List having a DoD
nonrecurring RDT&E cost accumulation of $50 milliona total DoD production cost of more
than $200 million. A listing of MDE with associa@teNC charges can be found in the
SAMM, Appendix 1. The NC recoupment charge is not applicable to B&e<

A. Cost Pool Methodology

1. A cost pool methodology is used to determine tteerata share of
NC to be recouped. The NC recoupment charge catpnt(nonrecurring RDT&E and
nonrecurring production cost pools divided by eatd benefiting units) is submitted to the
Director, DSCA for approval. The NC recoupment poiation must be supported with an MDE
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calculation worksheet, illustrated in Figure$,77-7, and 78. The Director, DSCA will review
each DoD Component’s calculations and publish pipeaed charge in the SAMM, Appendix 1.

2. Each DoD Component must establish a system tonadete cost
pools, recognize when a cost pool meets recouptheggholds, and calculate an NC recoupment
charge for items releasable to foreign countrigsiaternational organizations when FMS sales
are anticipated. The NC recoupment charge musiabed upon information recorded in DoD
accounting records or DoD budget justification duoeats. If adequate documentation is
unavailable, the DoD Component will calculate tme mta NC ab percent of the last known
DoD acquisition cost.

* B. Nonrecurring RDT&E Cost Pool

1. The nonrecurring RDT&E cost pool includes costaded by
RDT&E appropriations to develop or improve the prador technology under consideration.
The costs to be included in the nonrecurring RDTi&#estment cost pool must be determined
on the budget and accounting classifications astadd for RDT&E appropriations in Volume
2B. Volume 2B, Chapter 5, paragrapto@B5establishes the following RI&E categories:

a. Budget Activity 1, Basic Research

b. Budget Activity 2, Applied Research

C. Budget Activity 3, Advanced Technology Development
(ATD). ATD is sometimes further broken down into budgéitvitees 3A (strictly research efforts
that involve the production of breadboards or biassrds to model all or part of a degigmd
3B (applied to projects to produce a prototype, whithoaigh not suitable for fielding, is closer
to representation of an end item for military apalion);

d. Budget Activity 4, Advanced Component Developneamd
Prototypes

e. Budget Activity 5, System Development and
Demonstration

f. Budget Activity 6, RDT&E Manageme@upport; and
g. Budget Activity 7, Operational System Development
2. Costs inbudget activitie8SB, 4, 5, 6, and @re subject to recoupment
and must be included in the nonrecurringTRE cost pools upon which the pro rata charge is
calculated.Thecosts incurred for nonrecurring RDT&E lidget activities 1, 2, arRA may not

be included in the nonrecurring RDT&E cost pool.

3. All applicable NC efforts, including in-house or uhiple
contractors must be included in the nonrecurringr 8P cost pooj the source of the NC effort
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to develop a product is not relevant to the cateuteof the NC recoupment charge. The costs of
improvement programs that are designed to contslyoimprove the safety, reliability,
availability, and maintainability of an end itemmajor component over the projected life of the
item will be shared equitably by all users of ttes.

a. Normally, each user will pay a share of the tatatual cost
through a Component Improvement Program (CIP) onparable program. All users are
expected to participate in such a program.

b. The cost sharing calculation will be establishetha time
the nonrecurring RDT&E cost pool is established arelNC recoupment charge is approved.
First, the total life of the item will be projectednd then the point in time when half of all
projected deliveries to non-DoD purchasers willwowill be estimated. Using actual cost data
and data from historical files for similar CIP anoparable programs, the total U.S. investment
costs over the life of the program will be estingdatd he amount of U.S. investment projected to
be incurred up to the previously determined poiritadf of the deliveries to non-DoD purchasers
will be included in the weapon system nonrecurlRiYT &E cost pool.

C. The annual cost of operating the CIP or comparable
program will be shared in proportion to the numdieitems in the possession of each user. This
will ensure that the remaining costs of operatimg €IP or comparable program will be shared
equally by all users of the item.

C. Nonrecurring Production Cost PoolThe costs to be included in the
nonrecurring production cost pool are those findnlog, or to be financed in the future by,
procurement or operations and maintenance apptmmsathat benefit current and future
production runsDoDD 2140.0Xtipulates that the pool must capture such cegtsegproduction,
special tooling, special testing equipment, proguctengineering, product improvement,
destructive testing and product model production, testing and evaluation. Other costs may be
included if they benefit both current and futureguction runs. Descriptions of the major
categories of costs to be accumulated in this N& ae as follows:

1. Production Cost. Preproduction cost refers to the cost of such
activities as tooling manufacture and tryout (jjigs, dies, and fixtures) and the implementation
of layout plans. A lump sum payment for licensstas part of the preproduction cost. See
sulparagrapl®71505.C.8§or more information on license cost

2. Special Tooling CostSpecial tooling cost refers to the costs of all
jigs, dies, fixtures, molds, patterns, taps, gaugdser equipment and manufacturing aids, and
replacement thereof, that are of such a specialimgdre that substantial modifications or
alteration of their use is limited to the developmnef production of particular supplies or parts,
or the performance of particular services. Thentercludes all components of such items, but
does not include:
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a. Material;
b. Special testing equipment; or
C. Building and non-serviceable structures (except

foundations and similar improvements necessaryhrinstallation of special tooling), general
or special machine tools, or similar capital items.

3. Special Test Equipment Cos$pecial test equipment cost refers to
the cost funded by procurement appropriations ithiee single or multipurpose integrated test
units engineered, designed, fabricated, or modiftedccomplish special purpose testing in the
performance of the contract. Such testing unitsmise electrical, electronic, hydraulic,
pneumatic, mechanical, or other items or assemidfegquipment that are mechanically,
electrically, or electronically interconnected sot@ become a new functional entity, causing the
individual item or items to become interdependent @ssential in the performance of special test
equipment procured with RDT&E appropriations.

4, Developmental Production Engineering CostDevelopmental
production engineering cost includes the cost oflpct design improvement intended to enhance
producibility of an item; examination of availaltenufacturing processes to determine the need
for new techniques (and their development, if neagg; the optimum marshalling of resources
for efficient manufacturing (such as optimum Iaesischeduling, production control, production
line design and balancingnd plant layout); and tool design and detailedufecturing planning.
Although a continuing activity, most of this effoid rightfully considered a nonrecurring
production cost.

5. Product Improvement CostProduct improvement programs may
be accomplished by contractors as an engineeriaggehproposal, modification work order, or
an in-house project. Categoriksted in subparagraphs 071505.C.5.a-071505.@¥feeo be
included in the end item nonrecurring productiostqmol, even though a participating product
improvement program has been established thattpsothe annual cost of the program based
upon worldwide asset position (both U.S. and faredgvned end items). The DoD cost of
categorylisted in subparagraph 071505.C midist be recovered as part of the selling price of a
new model item, if the item is MDE. Product impeovent is subdivided into six distinct types
of effort:

a Safety;

b. Cost reduction;

C. Reliability, availability, and maintainability;

d. Deficiency corrections;

e Compatibility standardization, and simplificatiomca
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f. New or improved operational capability.

6. Destructive Testing CostDestructive testing is a technique for
performing tests on a component, assembly, or dritem. It involves the testing of an article
beyond its design limits (and ultimately its destion), or the actual consumption of the article
to determine if it is performing to design speatfions.

7. Pilot Model Testing Cost. Pilot model testing includes the

following efforts:

a. Qualification testinga very severe testingo determine if
a product will do what it is designed to do. lually involves the testing of a product to the tisni
of its performance. It is often destructive ané tlst articles are not intended to be used
operationally in the futureand

b. First article testing performed to evaluate new
manufacturer’s ability to produce a specified degigpuld be the new manufacturer’'s design or
that of another manufacturer). It is normally metengent and costly than routine acceptance
testing, but less stringent and costly (and lesrdetive) than qualification testing.

8. License Cost. License cost refers to the cost of the licens® Do
obtains to allow competitive awards for productmnan item when its design is owned by a
contractor. In effect, DoD buys the rights to @allother contractors to produce an item for DoD
purposes through the payment of royalties or a lsom fee. These royalties are customarily on
a per item basis and should be charged as recysrodpuction costs. The lump sum fee is a
nonrecurring production cost.

D. Components for USG Use Onlyn computing NC pools for items to be
sold under FMS, NC of major components that arricésd to USG use must not be included.
For example, the costs of nuclear devices and festicountermeasure devices and features,
security devices (black boxes), carrier-peculiapdtions, and special fuel tank devices must be
excluded. Estimates may be used if accountingdsado not identify associated costs.

E. Benefiting Units.

1. Benefiting units is the number of items that maesincluded in all
known or projected DoD production quantities andstine determined as follows:

a. The production quantities of end items requiredOmD
must be obtained from either Selected Acquisiti@pdtts or the Future Years Defense Program
Procurement Annex.

b. The production quantities of end items to be preduor

foreign countries or international organizationgenecurity AssistanceS@) programs must be
obtained from DoD Component SA plans.
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C. If end item data is not available from any of ¢hesurces,
then the developing command must estimate theotaber of end items to be produced.

d. The production quantities of systems componerasrtteet
the investment threshold must be derived from tinalver of end items to be produced. For
example, if 100 aircraft must be produced (assuneeemgine for each aircraft) and spare part
support requires 150 engines, the production guyaoitiengines is 250.

2. In the event of a disagreement on the producti@ntity and sales
projections, the Director, DSCA must make the fimlgtermination in coordination with
OUSD(C) and OUSD(AS/R&E) of the production estimates to be used for dateng the NC
recoupment charge.

F. NC Charge Revisions. A revisionay be submitted at any time by a DoD
Component It is mandatory that a modification to the NC reaoept charge be submitted when
a significant change occurs.

1. Price Reduction. When the price is reduced because of age,
condition, or supply status (excess), the sameep&ge reduction must be made to the pro rata
share of NC.

2. Biennial Review. DoDD 2140.02requires a biennial review of
approved MDE charges to determine if there has keesignificant change in factors or
assumptions used to compute the currently approsedupment for a model. A significant
change occurs when:

a. A new calculation shows a change of 30 percent ef th
current system NC charge for an MDE item

b. The NC unit charge increases or decreases by $5@,000
more or

C. The potential for a $5 million change in recoupmexists.

3. Model Change.When a model change occurs, the NC recoupment
charge must be recalculated. That portion of tii tNat benefits only one model must be
allocated only to that model. That portion of € that benefits old and new models must be
prorated between cost pools related to the oldn@wd model items. Commonality between old
and new models may be determined either on the lbashe ratio of old model parts in the new
item or on some other common acceptable basidlémation of costs between the models (e.qg.,
engineering analysis or technology analysis, asogpiate). Sample calculations are illustrated
in Figures 77 and 78.

G. NC Charge Recoupmenthe approved pro rata charge must be recouped
unless a waiver is authorized. When NC recoupriseapplicable, the price on an LOA must
include the specific recoupment charge. In insganwhere the initial rate has not yet been
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approved, DoD Components must provide for an estichaate based on the most accurate
information available to the DoD Component. TheA.@ust be modified to specify the
subsequently approved rate and only that apprateds to be billed. When a recoupment charge
is revised, the previous value is retained inSA&M, Appendix 1. Subsequent revisions to the
pro rata charge must be applied to new LOAs and naideappliedretroactivédy. An exception

to this rule of application is not authorized.

H. ReportingNC Recoupment Collections. NC Recoupment Collestimust
be reported.

1. Funds collected for NC recoupment chargeg mislisposed of in
accordance witiChapter 3, paragraph 030902

2. DoD Components must provide a quarterly repaorthe status of
NC recoupmentollections. The report must be forwarded toRirector, DSCA DBO within 45
days following the close of each fiscal quarter.

3. DoD components must maintain records of anticipated actual
NC recoupmentollections.

l. Waivers

1. The Director, DSCA has been delegated theoaiy to waive NC
recoupment chargemn FMS salesn accordance witlparagrapt071301 DSCA must issue, in
writing, any approvals granted for waivers of thé M:coupment charge that otherwise would be
collected under FMS. DSCA must forward a notificatof each approved waiver to the
applicable DoD Component.

2. The decision on any waiver requires the coecice of OUSD(C)
and OUSD(A&S/R&E). If an issue concerning the waiver request carm@oresolved, the
Director, DSCA must submit an official waiver regt¢o the Deputy Secretary of Defense for
final determination. That request to the Deputgr8ery of Defense must be coordinated with
OUSD(C) and OUSD(AS/R&E).

3. Articles delivered after November 30, 1989, urfelIS cases fully

financed with MAP Merger funds and/or non-repaydblF funds, must be priced to exclude
the NC recoupment charge, in accordance 22hJ.S.C. § 2761(e)(1)(B)

J. "Special" RDT&E and Nonrecurring Productions€o

1. DoDD 2140.02 requires the purchaser to pay for¢gpeRDT&E
and nonrecurring production costet are incurred for the benefit of a particuldM3-purchaser.
Documentation must be maintained to show that M8 lpurchaser requested the feature for its
own benefit. For purposes of this paragraph, @¢gd’ feature or unique requirement includes,
but is not limited to, features that DoD initialtyay not have adopted or purchased due to the non-
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availability of funds, lack of authorization fronme Congress, or lack of an approved DoD
requirement, but subsequently adopts or purchakes wtherwise authorized.

2. DoDD 2140.02stipulates that the USG must not be charged a
recoupment charge for "special" RDT&E and nonrangrproduction costs even if the USG also
adopts those features for its own use, or provedegpoment with such features under a U.S. grant,
aid, or similar program. This provision appliegsheiut regard to whether the adoption of such
features by DoD occurs before, during after full development of the feature.

3. DoDD 2140.02permits the recoupment of "special" RDT&E and
nonrecurring production costs incurred by FMS pasghts or participants of a coproduction, co-
development, and cooperative development, or catigerproduction program

* a. Recoupment is allowablenly if such "special" costs exceed
$50 million for each FMS purchasar if the special costs (SC) of participants afamperative
agreement exceed $50 million in aggregate

b. The "special” recoupment charge is determinechbyCioD
Component as a result of the distribution of thaltoosts divided by the total production, which
is the same methodology used for determining thB D& recoupment charge.

C. The reimbursements may be collected by the Departtm
from other purchasers or participants on behalth& purchaser or cooperative participant
incurring the "special” costs. The reimbursementst not be collected after 10 years from the
date the "special" recoupment charge is established

K. Defense Contract Audit Agency (DCAA)The Director, DCAA must
ensure that any evaluation of a contractor accogrgystem includes an analysis of the internal
controls established to ensure compliance withrélgglirement to pay NC recoupment charges
for sales made prior to October 7, 1992. If DCAAliawork (e.g., on a bid proposal or claim for
incurred costs) discloses contractor noncompliantds the requirement to pay an NC
recoupment charge, an audit report must be isstmdgtly to the cognizant DoD contracting
officer, with a copy of the report submitted to OE), DFAS SCA and DSCA DBO.

071506. Returns

In accordance witB2 U.S.C. § 2761(myeturns may be accepted if the defense articte wa
previously supplied under th&S.C, is not SME, and is in full functioning conditienithout need
of repair or rehabilitation. DoD must have a futhdequirement, including FMS requirements,
for the defense article. The purchaser must notinebursed directiythe purchaser's FMS Trust
Fund account must be credited to reflect the tretrsg using DoD appropriations or other
purchaser funds, dependent on the buyer.
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0716 CASH SALES OF DEFENSE ARTICLES AND SERVICES FROM WE
PROCUREMENT FOR DIRECT DELIVERY AND NEW PRODUCTION

Defense articles procured for cash sales to aibiifpreign government or international
agency for direct deliverpursuant t@2 U.S.C. § 2762nust be pricetb recover the full contract
cost to DoD, including DoD recurring contract suppoosts and applicable DoD surcharges.
Costs may be revised for increases in labor an@nmaét, or for other changes in production and
procurement costs. The purchaser is obligateéyoapy damages or costs that may accrue from
the purchaser’s cancellation of the contract (teaton liability). Applicable surcharges must be
added to the contract cost and included in billifggsncurred costs. An illustration of the price
computation isn Figure 79.

071601 Cost Principles

A. DoD articles must be priced based on the saast principles used in
pricing DoD contracts covering items for DoD usé&ecognition must be given to other
reasonable, allowable, and allocable contractortscaand risks as permitted in the
Federal Acquisition Regulation and Defense Federal Acquisition Regulation Supplement,
unless the purchase is wholly funded through ngayable FMFRunds

B. When insufficient funds are available in tHd$ Trust Fund account of a
foreign government to meet current cash requirespeDSCA must initiate, through the
responsible DoD Component contracting officer, appate contractual actions that will balance
current cash requirements with available fundsesmthe provisions @2 U.S.C. § 276d) are
involved. This condition should not occur withcutification to the FMS purchaser. See
Volume 16, Chapter 6 for information on debt owedhte DoD by foreign entities.

* C. The $250,000 expense/investment threshotddia 10 U.S.C. 2245a does
not apply to investment items funded by expenseagg@tions in support of BPC programs.

071602 Nonrecurring RDT&E and Nonrecurring Production Gost

The price must include recovery of nonrecurring TRIE costs and nonrecurring
production costs as specifieddoDD 2140.02 ParagrapB71505contains further discussion of
these costs.

071603. CAS Costs Incurred in Support of New Procurement$-MB6

* A. CAS Surcharge DFAS SCA recovers the cost of CAS by applying a
percentage surcharge to the delivery transacteftecting disbursements to contractors for FMS
procurements on which applicable CAS have not bewed. The surcharge amounts collected
are deposited to an account maintained by DFAS @A used to reimburse the DoD
Components for CAS performed. The following surgea are prescribed for DFAS SCA
application to disbursement with reimbursable cpdpscific delivery source codes, and price
code "N":
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FMS CAS Component For LOAs For LOAs For LOAs
Implemented Implemented Implemented On
Before Before or After
October 1, 2002| December 1, 2014 | December 1, 2014
Contract 0.50% 0.65% 0.50%
Administration/Management
Quality Assurance and Inspection 0.50% 0.65% 0.50%
Contract Audit 0.50% 0.20% 0.20%
Subtotal, 1.50% 1.50% 1.20%
CONUS FMS CAS
OCONUS Previously 0.20% 0.20%
included above
Total, CONUS + OCONUS 1.50% 1.70% 1.40%
FMS CAS

B. CAS Waivers.CASis subject to waiver in whole or in part un@eru.S.C.
§ 2761(h) See paragrapB71303 for more information on CAS waiverd listing of waived
programs is included in tfeAMM, Chapter 9. CAS waivers apply only to those cost elements
approved for the entire LOA, not only to a spedifie/sub-line. CAS waivers are case-based and
apply to new cases implemented on or afteraghyerovedwaiver date. They are not retroactive
nor applied to amendments on cases implementedtpribe waiver. The waived CAS element
must be charged to DoD appropriations. DFAS an@®#&ust reject billings to the FMS Trust
Fund CAS Surcharge Account for charges that wereesla

071604 CAS Costs Incurred in Support of Foreign Countryr@eercial Contracts

DoD support of commercial contracts awarded bifpr countries and international
organizations represents an FMS sale of servi€as.Defense Contract Management Agency is
responsible for performing this function. The wexpended in support of these commercial
contracts must be accumulated and billed at an EMfract administrative hourly labor rate
published eacfiscal year FY) by OUSD(C). For the current rate, see “Financial Management
Reports, Department of DefenReimbursable Rates, Contract Administratioh(Tab E).

071605 Costs for Government-Furnished Mate(i@FM)

A. Supplied From InventoryAll GFM supplied from inventory must be billed
to the FMS case as "work in process" when the G&Mhipped from a depot to a contractor
(Chapter 8). The billing price must be the same afirect sale to an FMS purchaser, plus
applicable accessorial costs.

B. Supplied From a ContractorAll GFM supplied from another contractor
must be billed to the FMS case as "work in proce@d®n payments are made to the contractor
supplying the GFM. GFM should be shipped via &ecblcommercial bill of lading or prepaid by
the supplying contractor. Contracts with contrexgupplying GFM should directly cite the FMS
Trust Fund as the financing source to the maximxierg possible.
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C. Precious MetalWhen precious metals recovered under the precietslsn
recovery program are provided as GFM to a contratiie materiel must be valued at the market
price on the date it is supplied to the contractdtarket price must be determined from any
authoritative publication, such @ke Wall Street Journal.

071606 Other DoD-Funded Services in Support of FMS Pratergs

A. The cost of DoD-provided or DoD-funded engimeg services that are
required to solve problems encountered during aymion run must be allocated to FMS
purchasers based upon the number of their itemigthan the production run.

B. If components are procured for an FMS purchasd assembled by DoD
personnel, assembly labor costs must be assesaeddrdance with sectidv2Q

C. If a contractor is designated as the sourcipply for nonstandard items
to be procured for FMS purchasers, the contracegar the applicable items will normally include
the additional cost(s) incurred to research an@¢uypmthe nonstandard items. Any reasonable
method of allocating these additional costs is piad#e. The test of the reasonableness of the
contractor’s costing allocation would be acceptasfdde method by DCAA.

071607 Customization Costs

The cost of deviations from USG configuration apecial technical data desired by a
foreign government must be included as a chargjeaticforeign government.

071608 Items to be Replaced by Later Production (Diversjon

When new production and procurement items areriistefrom Military Department
delivery schedulesand will be replaced by later productiaineseitemsmust be pricect the
current production cost or the replacement produaatost, whichever is higher.

071609 Production by a Foreign Government

When a portion of the production quantity is togreduced by the purchasing foreign
government, costs must be computed separatelycor@ance with cost methods established by
the foreign government and accepted by the USG.

071610 Recoupment of Interest Penalties Due to PromphBatAct

The FMS Trust Fund must pay or reimburse any ptgrapment interest penalty payments
that are incurred (Title $;ode of Federal Regulatip8ectionl315, “Prompt Payment”). Vouchers
for interest penalties incurred on FMS procuremanist cite the same line of accounting supplied
by DFAS SCA prior to the beginning of each FY. df,the time of occurrence, the appropriate
fund cite is unknown, contact DFAS SCA. DFAS SGés lassigned a unique accountable station
number for each Military Department for the purmoséaccounting for prompt payment interest
penalty reporting.
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A. Within 30 days after the end of each quartach assigned DFAS SCA
accountable station must submit the FMS Prompt RayrAct Report to DSCA. This report
contains three sections reflecting the interesalis paid by number of transactions, the dollar
amount, and a reason code.

B. Each assigned DFAS SCA accountable statiort susnit an FY end-of-
year report annually. Since the fourth quarteorejs an aggregate of the entire FY, the quarterly
report must also serve as the annual requiremehits report is due to DSCA 45 days after the
end of the FY.

071611 Price Codes

The DoD Components will make every effort to obtiie final price for contractupplied
items within 180 days of reported delivery. Howetke use of estimated price codes is approved
for reporting the deliveries of major end itemsif actual price code is not available within 30
days after date of shipment. Moreover, the usstimated price codes is mandatory for reporting
the deliveries of major end items if an actual @@ode is not available within 90 days after date
of shipment.

0717 LEASING OF DEFENSE ARTICLES

Defense articles are leased to a foreign countryntarnational organization under
authority of22 U.S.C.8 2796. Inspection, restoration, maintenance, accedsmw#s, or other
support costs incurred in connection with the leasst be priced in accordance with this chapter
and included on a separate LOA. Lease chargesappbt except for cooperative R&D projects,
military exercises, communications, and/or eledt®imterface projects. Reimbursement of the
lease charge for any defense article that has pa&s@ercent of its normal service life may be
waived if it is determined that to do so is impatteo the national security interest of thaited
States This waiver authority has been delegated tdtinector, DSCA or in the absence of the
Director, the Deputy Director.

071701. Pricing of Leased Defense Articles
The amount to be charged for the lease of defartgdes is the depreciation incurred

during the period of the lease. The depreciatioarge is dependent upon the followirsgg
Figure 710):

A. Date the item is to be leased,

B. Date the item was first fielded or actual a@stjion date,
C. The total estimated service life of the item,

D. Duration of the lease,

E. The original acquisition cost of the item,
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F. A pro rata share of nonrecurring RDT&E andduation costs, and
G. Capital improvements made to the item.
071702 Replacement Costs

Replacement costs must be estimated when thastplaced on lease and reflected in the
lease agreement. Inthe event a leased defeide mrtlamaged beyond repair, or is not returned,
the replacement cost must be collected from theigaforeign country or international
organization. The FMS administrative surchargesdua apply to lease rental payments. The
replacement cost must be calculated in accordarnbesuparagrapl9o71502.BandC. Refer to
SAMM, Chapter 11 for procedures on leasing arrangements.

0718 TECHNOLOGY TRANSFER
071801 Technical Data Package (TDP)

A TDP encompasses production designs, drawingsjfggations, models, manufacturing
techniques and details, and similar informationessary to enable a foreign government to
manufacture, or have manufactured, items of myliaquipment and repair parts, excluding
information associated with the RDT&E stage. #oatloes not include technical assistance or
knowledgeby USG personnel; however, such assistance magydwaded at additional cost.
Refer toSAMM, Chapter 3 for additional informatioron TDP.

071802 Pricing of TDPs

DSCA may authorize release of a TDP to a foreigtveghment for in-country
manufacture of military equipment and repair part€osts incurred in the preparation,
reproduction, and handling of the TDP must be priceaccordance with secti@vy19 When
the pricing of the TDP is subject to an internatioagreement of which DoD is a party or is
otherwise bound, the sale will be determined cdéestsvith the terms of the agreement.

0719 PUBLICATIONS

Generally, the cost for a DoD standard publicai®rthe incremental cost to produce
another copy. Effective October 1, 2004, acquisitand development costs are excluded in
determining the costs of a DoD standard publication

071901. Terms

A. Publications. The term publications includeshnical orders, technical
manuals, supply catalogs, training publicationsirseware, computer based tutorials, adminis-
trative publications, engineering drawings and eiséed documents, Integrated Logistics
Support publications and associated documentspeguit component lists, special file extracts,
decals, forms, and audio-visual products.
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B. Medium of PublicationsThe medium of publication refers to the format
of the publication; itmay be in bound or loose-leaf format, imprintednfprAutomated Data
Processing listing, operator’s card, microfilm,dsli motion picture film, computer disc, or
internet accessible.

C. FMS Purchaser-Unique Publication. Unique jalibns are DoD
standard publications sanitized for the eliminatdmon-releasable information or publications
developed for a country's unique specificationgi&eering drawings and associated documents
will be reviewed to determine if a technology cleatig appropriate. Refer teulparagraph
071502.Bwhen pricing DWCF publications.

071902 Publication/Software Pricing Factors

Publications or software developed solely fordlse of an FMS purchaser(s), such as a
country-unique technical order/software, instrutcsioor other publications and programs, must
be priced to recover the total costs (includinghbat-house and contractual efforts) of
development and delivery of the end product. Thoests must include, but are not limited to,
the amounts paid for technical or administrativéting, editing, illustrating, animation, copy
preparation, documentation, royalty fees for ietetlial property, and distribution services. The
costs of additional copies or masters must beeidnio the actual costs of reproduction to include
media (e.qg., disk, tapepmpact diskand hardcopy) and distribution/delivery. Thee&epment
of FMS prices for current, standard publications software programs/products of the DoD
includes copy production cost (CPC) and SC.

A. CPC. CPC are theosts incurred in the printing or reproduction opies
from the reproducible master.

B. SC. SC are he cos$ incurred in the elimination of non-releasable
information from a DoD publication/software progrgmor to release to a foreign government.
SC includestie cos$ of classified handling, development, and mainteeast country-peculiar
publications or programs, including costs assodiasgth updating manuals/programs for
nonstandard items (such as items out of inventogubof production).

071903. Development of a Per Copy Selling Price

A. Calculation. The total cost of a publication or software peogrs the sum
of the incremental costs identified in paragr@@i902 The total cost must be reduced to a per
copy expression by dividing the total incrementatdy the quantity produced.

B. Use of Actual Cost.Recorded actual costs will be used when available
When actual costs for individual publications asgmams cannot be readily determined, a factored
expression of historical costs will be developeairfrthe most current cost records available.
Uniform pricing tables can be developed from thst ger "unit” ("unit” being either a page, a roll
of microfilm/microfiche page, or a running foottajpe or motion picture film). Paragraphl1902
includes guidance for developing publication prictables.
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071904. Other Applicable Costs

A. Recoupment of NC does not normally apply te slale of publications or
software. However, if the item is MDE, then NCaepment charges would apply. Applicable
NC recoupment chargese a part of the cost included in the pricingrfola set forth in paragraph
071903

B. The standard administrative and accessoriargds prescribed in this
chapter must be recouped as a percentage of plidnitsftware prices. These charges are not
included in the per copy selling price.

C. The FMS price for a joint Military Service digation or software program
must be established by the Military Department oasble for its acquisition and management.
That Military Department must notify the other peigating DoD Components of the established
FMS price.

0720 PRICING OF PERSONNEL SERVICES

The pricing of DoD personnel services in suppothefFMS program, including personnel
costs recouped indirectly through the FMS admiaiste surcharge and those recouped as direct
charges, such as special management services,éViohihing Teams (MTTs), Mobile Education
Teams, Technical Assistance Teams, or Technicalktasge Field Teams (TAFTsinust be
calculated in accordance with this section. Sega@e0721for the pricing ofpersonnel assigned
to DoD training installations and for those cos$igttmay be waived or excluded from charges in
certain cases discussed throughout this chaptenenetermining the pricing for personnel
services, every attempt should be made to uselamtgts. If actual cost data is not available,
estimated pricing is acceptable. The costs mustibstantiated by a reliable audit trail.

072001 Civilian Personnel

Services performed by DoD civilian personnel nhespriced at rates in effect at the time
the services are performed. Salary tables ardaimiat the Office of Personnel Management
(OPM) website. Base salary rates must be acceleratedsasssed in this paragraph. An
illustration of civilian personnel pricing computat is shown in Figure 74.

A. The Civilian Personnel Fringe Benefit Rateapplied to the base salary,
with leave and holidayL&H) acceleration when applicable, to recotlex USG’s contribution
of civilian employee benefits such as retirememsurance and health plans, cash awards, and,
when applicablethe USG's share of social security taxes &8dH. The Civilian Fringe Benefit
Rates are published annuallyGitSD(C) DoD Reimbursable Rates

B. ThelL&H acceleration factor of 18 percennist applied to the base salary
when the employee is reimbursed by FMSB&C casewhich are funded with DoD or DoS
appropriated funds (e.ASFF, PCF, PCCF, CRSBr, FSF: authority to build capacity under 10
U.S.C. § 33B0n a fulltime basis.
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C. The UCR factor is applied to the base salaitph L&H acceleration when
applicable, to recover retirement, post-retirembetlth benefits and post-retirement life
insurance costs incurred by USG. The UCR factquuislished annually with Civilian Fringe
Benefit Rates. The UCR factor is not applied wbalculating personnel costs to be reimbursed
by the FMS Administrative Surcharge Budget or Bfa€es.

D. See paragrapfQ71308 for the impact of "Fair Pricing” legislation on
civilian personnel services in calculating charémsadministrative services undée U.S.C.
§2796(e)(1)(A)

072002 Military Personne(MP)

A. MP services must be priced using the compasétrdard pay rates current
at the time services are performedP service costs are not included in cases soighgdVIAP
Merger, FMF, or BPC funding.

1. Current reimbursable rate tables are availakleea® USD(CDoD
ReimbursableRateswebsite Rates applicable to FMS are computed using Amential Rate
Billable to Other Federal Agencies” plus the Medickligible Retiree Health Ca®ERHC)
accrual. Monthly, daily, or hourly rates can beedmined from these tables by using factors
listed in the notes at the bottom of each page.

2. Historical rates are available in the Appendix €Ave. Prior to
November 30, 1989, an Asset Use acceleration factald have applied to the total costs of
temporary dutyTDY) and military composite pay costs if the services warformed at a military
installation.

B. Since FY 1985, the annual composite standalithryg rates include the
cost of retirement. These composite rates, howewest also recover the cost of other benefits.
L&H costs are added when reimbursements are basedeadtually worked, such as when the
foreign country does not otherwise pay for the gpenel costs incurred by DoD duringH
periods. The additive amounts for retiremeb&H, and other benefits are expressed as
percentages of the composite standard pay rateing’computations are illustrated in Figure
7-12.

C. Permanent change of statiorQ costs are included in the composite
standard pay rates and are subject to the reiminergefactors. For cases prior to FY 2005, if
MP were required to make a PCS move to support an Ed48, the PCS rate must be deleted
from the composite rate and the actual PCS cosgyelldo the case is not subject to any additional
reimbursement factor. Effective FY 2008P services for FMS must be priced using the
composite rates that already include the PCS egpand must no longer use the actual PCS
expense for PCS moves to support an FMS case.
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072003 Foreign National Personnel

Foreign national personnel services must be pat@dtual costs or at standard pay rates.
Standard pay rates must not be used when knowa lesb than actual costs. Both the actual cost
and the standard pay rate must include an estinaaedint to cover such benefits as sick leave,
maternity leave, death, accident, unemployment,ratficement (separation) when such benefits
are paid to these employees or specifically reqgumgethe laws of the foreign government.

072004 Travel and Living Allowances

A. The calculation of personnel costs must includeer time, for both TDY
travel and PCS, when the travel directly resultenfiperformance of an FM& BPCcase(PCS
does not apply to BPC)

B. Travel, per diem, living allowance payments, anideo entitlements to
DoD personnel working on FMS cases must be iddribhdae payments and entitlements of DoD
personnel working on direct DoD mission assignmeantsimilar locations.Refer to Volume 9
for additional information

C. Waivers from the normal travel procedures mugjriaated to SA travelers
on the same basis and in the same manner as pldad®oD personnel traveling on regular
defense business.

D. An FMS case must be priced to include the amount foagnployees or
centrally funded through authorized DoD entitlemgamtgrams.

072005 Special Instructions Applicable @WCF

A. Rates. DWCF facilities must charge approved DoD stabilizates and
prices for services in support of FMS cases, exodygre special rates have been approved by
OUSD(C) or where actual cost reimbursement is gppate. The stabilized rate to be charged is
the rate in effect when the order is received am@pted (as opposed to wheark is performed
by DWCF supply management). See Volume 2B, Chdptand Volume 11B for additional
informationon DWCFs

B. UCR and Post-Retirement Health BenefitBhe price or rate charged to
FMS purchasers of DWCF activities for defense Esiand services must be adjusted to include
an amount fotJCR and post-retirement health benefits cos&i€R would not be applied to any
personnel funded by the FMS administrative accgsed paragraph 071308)0 determine the
price or rate adjustment, the civilian salary castst including benefits or overtime costs)
included in the price or rate, must be multipligdtbe UCR and post-retirement health benefits
costs rate. Amounts collected fOCR and post-retirement health benefits costs mustoeot
retained by DWCF activities; rather, such amountssinbe deposited into the Miscellaneous
Receipts Account 3041. ThPoD ReimbursableRates can be foundt OUSD(C) DoD
Reimbursable Ratesebsite
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0721 TRAINING OF INTERNATIONAL STUDENTS
072101. General

Any special requirement for the exclusive use ofra@rnational student or international
program must be reimbursed in full. Less thanfthlecost of training may be charged under
training price exception22 U.S.C § 2761.

072102. International Studentraining Price Exceptions

A. Title 22, U.S.C § 2761(a)(1)(Gllows for countries concurrently (same
FY) in receipt of International Military Educati@nd Training (IMET) or designated as a high-
income foreign country to be charged only thosatemidl costs that are incurred by the USG in
furnishing the training

B. Title 22, U.S.C § 2761(gauthorizes the President to enter into NATO
Standardization AgreemenSTANAG). The President also is authorized to enter imtolar
agreements with countries that are major non-NATi@safor the cooperative furnishing of
training on a bilateral or multilateral basis, hgtfinancial principles of such agreements aredase
on reciprocity.

1. Such agreements must include reimbursement fdiralit costs but
may exclude reimbursement for indirect costs, adtrative surcharges, and costs of billeting of
trainees (except to the extent that members ofklse Armed Forces, occupying comparable
accommodations, are charged for such accommoddiiotige Uhited Stateg.

2. Each such agreement must be transmitted pronptiyet Speaker
of the House of Representatives and the Committee8ppropriations, Armed Services, and
Foreign Relations of the Senate. See SAMMO.T13 andC10.T14 for more information on
Reciprocal Agreements.

0722 STANDARD GUIDELINES FOR TUITION-BASED TRAINING

Training provided to international studemsust be based on the costs of providing the
training. Several factorsaffectthe tuition rate for which an international stutdsneligible. The
source of financing is one determinant (e.g., wleghcountry uses its national funds to purchase
training or whether U.S. appropriated funds aredusepurchase the training). Other factors
include whether a country is a high-income counivigether it has signed a reciprocal training
agreement with th&lnited Statesand/or whether the country is concurrently irerptof IMET
funding A general tuition rate pricing structure for prigitraining is in Figure 7-13.

072201. Types of Training

A. Standard Formal Training. Formal training prodd® international
students may consist of flying training courseshtecal training courses, language training, and
other training not specifically addressedsinparagrapl072201.B Tuition ratesare generally
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shown as a cost per student or cost per studert.wBefer to section 0723 for pricing of
tuition-based training.

B. Nonstandard Formal Training. Nonstandard formeahing courses follow
the same pricing concepts as formal training withfollowing noted exceptions:

1. Observer Training Observer trainingvherelnternational students
who audit a coursenust be charged the same price as enrolled ss)derut

2. Distance Learning Distance learning or other technology based
trainingas follows:

a. A material only training course that is provided solely by
computer media (e.g., computer disc), satellitewittleconference (VTC) or closed circuit VTC,
is non-resident and is being developed solelytferttaining of international students (one country
or a group of cooperating countries), must be prioefully recoup all costs to the USG including
the costs (in-house and contractual) to develop @nduce the training, and the costs of the
materials (such as a computer diseke(paragrapf71902 for publication/software pricing);

b. A material andoroctorbn-line service non-resident training
course developed solely for the training of intéioraal students (one or more countries) that is
provided by computer media (e.g., computer didajs pn-line services (proctor) to include testing
must be priced to recoup all costs (in-house amdiractual) to develop and produce the training;
the costs of the materials (such as a compute);dasd the actual, or estimated costs of the
services ¢ee paragraph072301 for training cost categoriesand paragraph071902 for
publication/software pricing); and

C. Resident courses developed solely for the training of
international students that is on computer medig.,(&€omputer disc), plus on-line services
(proctor) must be priced to recoup all costs (ind@and contractual) to develop and produce the
training; the costs of materials (such as compdisc); the actual, or estimated costs of the
services; and the costs for resident trainseg (paragrapf72301for training cost categoriesnd
paragrapl®71902for publication/software pricing)

3. Dedicated Training Courses. For purposes of Hastion, a
dedicated training course is a training course ldges or provided solely for the training of
international students (one or more countrigBjicing of dedicated training courses must be in
accordance with section 0723.

4, Contractor-Provided Courses. Contractor-pravideurses must
include the applicable contract costs. If taught aovernment-owned/government operated
facility, pricing of indirect costs must be in acdance with section 0723.

5. Inter-American Air Forces Academy and Western Hsgahnére
Institute for Security Cooperatidgtourses Training costs associated with courses offetéuater-
American Air Forces Academy and Western Hemispheséitutes for Security Cooperation
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Coursegnust exclude the fixed costs of operating and raaiirtg the schools (e.g., costs that do
not vary with student load).

6. Specialized/Dedicated Training Programs. Refeettion 0724 for
specialized/dedicated training program guidance.

7. Training Teams. Refer to section 0725 facipg guidance for
training team.
072202. Courseware Development
A. Recoupment of Nonrecurring Development Costs

International student participation in any of tHeramentioned types of courses
that have been developed for use by U.S. DoD paedanust not include the recoupment of
nonrecurring development costSince these courses/courseware are not items of @\WEDE,
the nonrecurring development costs of the origih8. courses/courseware must not be included
in the price. The costs of providing unique tragiimaterial based on U.S. developed
course/courseware (e.g., sanitizing, customizing,@untry standardization) must be recouped.

* B. Pricing of Non-Inventory Courseware

1. When an international partner has requestedt tspecific
courseware be developed to meet its training reqents, either for training in the U.S. or for its
own in-country training purposes, and the Unitedt&t does not currently offer or have such
courseware developed, the full costs of develogheg courseware must be charged to the
international partner. Assumptions used in prigmgude: courseware does not currently exist,
country-specific requirements being addressed/deeel, work hours required to prepare/develop
the courseware, courseware may require materiadscaurseware may be used in the future for
another country if deemed appropriate.

2. The cost must include, but is not limited tbe personnel or
contractor costs incurred in the development of dberseware material, and/or supply costs
incurred for the cost of publishing the courseware] any shipping costs that may be incurred if
delivering the courseware in-country. The guidamae applying costs to publications, if
applicable, may be found in section 0719.

3. When determining the pricing for personnelises, every attempt
should be made to use actual costs. If actual datst is not available, estimated pricing is
acceptable. The costs must be substantiated &lyaale audit trail. Pricing of civilian/MP will
be in accordance with section 0720.

0722083. Liability for Damages

* A. Training cases that involve the use of U.S. eqeipnge.g., aircraft, trucks,
or simulator$, but do not include charges for attrition, mustlide the statement regarding
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liability for damages “The Purchaser is liable for any and all damatped).S. Government
equipmentaused byegligence on the part of the studérftor students attending training under
the IMET program, the student’s Invitational Trav@tder (ITO) must include the liability
statement.The cost of replacing equipment that is destroyeal l@sult of student negligence must
be reimbursed in full. See secti@r23for instructions on pricing replacement equipmeRéefer

to Chapter 3 foguidanceon attrition charges.

B. Claims arising out of combined exercise activitigsh USG under an LOA
with NATO countries must be dealt with under therdgment between the Parties to the
North Atlantic Treaty regarding the Status of their Forces, Article VIII. This also applies to the
Agreement among the Statearties to thé&lorth Atlantic Treaty and the other States parttipg
in thePartnership for Peace regarding the Status of their Forces.

*072204. Training Obligation

A. General. In general, a training course isrdir@effort. This is particularly
evident with USG contracted training. However, U@Gvided training funded by DoD or DoS
appropriations must end by the funds expiratiore,das this training is severable and must not
cross a FY, unless crossing a FY is authorizedafepecific authority or program (i.e. FSF:
authority to build capacity under 10 U.S.C. § 38@ET, Combating Terrorism Fellowship
Program and the Regional Centers).

B. Obligations. Funds for training are obligatedthe date the student enters
the course. In some cases, due to the long-raaigeenof planning required to support students’
participation in a training course, funds can bégalbed prior to the start date of the course, so
long as the obligation meets a bona fide need efctirrent FY and are obligated during the
appropriated period of availability.

072205. Annual Publication oTuition Rates

Tuition rates must be computed annually by thet&i Departments and published in the
Training Military Articles and Services Li$6AMM, C10.4.3). Every effort should be made to
publish these rates by October 1st of each yeaitioh rates must be those in effect for the year
in which the student enters the course or phasecotirse. Approved rates must remain constant
for the year.

072206. Adjustmentdo Tuition Rates and Training Obligations

A. Current Year. Adjustmentaust be made only to correct significant errors
in computation, change in syllabus, or major urepdited increases or decreases in the cost of
such items as POL and salaries. The foreign cpumiist be billed for the actual time the student
is in training when it varies from the scheduledgi of the course. Any adjustments must be
made as soon as possible, but not later than 9afser completion of the course.
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B. Future Year. Tuition rate estimates for future years must beistéd for
inflation. OUSD(C) published rates will be usetkeQUSD(C), DoD Budget RequestNational
Defense Budget Estimates (Green Book), Chaptdobtreatment of inflation

072207. Training Cancellations

A. DedicatedCoursefContractProvidedTraining. Once a contract is awarded
or a quota is confirmed, a 100 percent charge @kation charge) will apply to any country that
fails to send a student to the identified trainingless another international student is identified
and the quotais filled. Dedicated/contract tragnivill only apply to certain courses. This traigi
will include courses that rely on contract sup@ort courses that are designated for international
students only. A list of these courses will beniifeed by the IAs.

B. All Other Confirmed Training. A 50 percent carlagbn charge will apply
for all confirmed training cancelled or rescheduleith less than 60 days notification unless
training is reallocated and filled by another in@ional student. The cancellation policy will be
applied to all confirmed training within the 60-daindow. Additionally, the cancellation charge
will be applied to all training that falls withimd outside the 60-day window if the training istpar
of a sequential pipeline that a student would attnpart of a complete curriculum.

C. Other Cancellation Charges. The IA will determatleother cancellation
charges.To the extent there are costs that would not dxistfor the international student, such
costs must be considered by the IA in determinimggappropriate cancellation charge (e.g., cost
of the International Military Student Office (IMS)Request for waivers to these cancellation
charges should be addressed to the IA. The funstisigs of a training line has no bearing on
whether the cancellation charge applies. The ditiom charge will not be applied when the
cancellation is due to

1. USG decisions, such as deletion or reschedolitpsses;

2. Unavoidable circumstances within a country, sash national
disaster; or

3. The quota being used by another country.

072208. Student Costs

Certain costs associated with support of intermafistudents and/or their dependents are
considered to be a responsibility of the foreignegament and are not included in the tuition rate
for a training course(s)The student’s ITO will contain details about thedieof support provided
in accordance with the FMS LOA; see SAMBA0.11 for more information.Compute and bill
these costs as follows:

A. Meals. Meal rates are set annually by OUSD(C) and published on

the OUSD(C)DoD Reimbursabldrateswebsite “Food Service Charges at Appropriated Fund
Dining Facilities, (Tab G).
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B. Medical. Medical care (including outpatient) fetudents and
dependents must be charged in accordance withrdoequres identified in SAMMZ10.9. If
included on the LOA, these costs must be showrsaparate line and billed to the foreign country.

C. Travel. Student traveliving allowancesand related costs must be
paid to the commercial carrier, or other servicevyater, by the foreign country or student. For
any U.S. services supplied (e.g., Air Mobility Comma transportation), the non-government rate
must be applied and billed to the foreign countrgtodent, as appropriate. The government rate
applies for IMET or non-repayable FMF.

D. Lodging

1. Family Housing. International students may occOmp
student family housing only after a determinati@s lheen made that U.S. student requirements
are satisfied and must be satisfied for the pregeaduration of the international student’s
occupancy. Under these circumstances, the amoinat tharged must be, at a minimum, the cost
incurred by DoD for the operation and maintenarfdamily housing units. When international
students occupy family housing that is not exceds.5.Military Service needs, the amount to be
charged must be equal to the cost of housing UilBarg service personnel on the economy.

2. Government Quarters. When international studectspy
government quarters, they must be required to paya minimum, the local custodial and
nonappropriated fund fees.

3. NATO STANAG/Reciprocal Pricing Agreement Countries.
Lodging costs may be excluded from reimbursemanbitteting of trainees except to the extent
that members of the Armed Forces occupying compaetcommodations are charged for such
accommodations by the United States.

*072209. Field Studies Program (FSP)

In accordance witDoD I nstruction 5410.17, “United States Field Studies Program (FSP)
for International Military and Civilian Students cdaMilitary-Sponsored Visitors,”uition rates
must include the costssociated with implementation FSP

A. Included Costs. Costs that may be included in the computation efRBP
include the following:

1. Transportation- car, bus, rail, air (if applicable to the Washaorgy
DC trip), and baggage (non-excess);

2. Meals— costs should be limited to those rates as spdcifi the
Joint Travel Regulations (JTR);

3. Lodging- if applicable, the costs of lodging will be baseddouble
occupancy for those International Military Stude(ik4S) in the rank/equivalent grade of O-6 and
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below. Single room accommodations are allowe@s$aorts and those IMS in the rank/equivalent
grade of O-7 or higher;

4, Admission(except as noted in subparagraph 072209.B.4);

5. Tours and associated fees (e.g., brochures,datapmaps);

6. Appropriate gratuities, where applicable;

7. Service charges (e.g., tolls and parking)fees

8. Costs associated with authorized guests Bt fiSctions such as

luncheons, dinners, and receptions planned toitkteilIMS and U.S. personnel meeting and
engaging in conversation. The ratio of IMS to gsi@&ll not be less than 20 percent in gatherings
of fewer than 30 persons. When 30 or more peraomgresent, the ratio of IMS to guests will

not be less than 50 percent;

9. Mementos (e.g., coins and plaques) for spsnguest speakers,
and other individuals/institutions that support tH8P at a cost not to exceed $25 (rate to be
adjusted annually by tteUSD(C) published inflation rate after 2018); and

10. Distinctive medallions, plaques, or ornameote per IMS, which
serve to commemorate the IMS’s experience for @pgting in a particular FSP activity.

B. Excluded Costs. Funds may not be obligatedxpended to pay for the

following:
1. Alcoholic beverages;
2. Excess baggage;

3. Support for purely academic objectives (cests for trips that are
an integral part of the training curriculum mustibeluded in the course tuition rate);

4. Entertainment expenses for activities tha& swbstantially of a
recreational character, including but not limitecehtrance fees at sporting events, theatrical and
musical productions, and amusement/theme parks;

5. Personal costs of the IMS for laundry, clagntelephone service,
room service, and all other costs not directly esded with the programmed tour; and

6. Dependents authorized to accompany an IMBerUnited States
participating in selected FSP activities; suchipgation is subject to space availability and at n
cost to the FSP. Costs related to such particpatiust be paid by the IMS in advance of the
event.
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C. IMSO Costs
1. Local area travel costs are reimbursable@o@ance with the JTR.

2. Washington, DC trip costs will include allprppriate costs for the
IMS as well as the escort officer(s) (e.g., tramsgimn, meals, lodging, and admissions). For
more information on visits to Washington D.C., S&&ViM, C10.18.5.

072210. Retainable Instructional Materials (RIM)

Much of the RIM issued tan IMS is provided viacompact diskhowever, if there is a
need to ship RIM, include the cost of the shipmerihe tuitioncost RIM must be packed and
labeled at the training installation and shippedth® SecurityCooperationOffice of the country
for delivery to the IMS. A copy of the studentBQ must be placed inside the package. The
training installation must ensure that no persdaaigage or other unauthorized matter is shipped
with RIM. SeeSAMM, C10.20.6 for additional information.

0723 PRICING OF TUITIONBASED TRAINING
072301. Cost Categories

The pricing of training tuition rates falls undeweoof two costing schemes — full cost or
incremental costWithin each costcheme, costs are segregated into three categdiest costs,
indirect costs, and other billable costs.

A. Direct Cost. A direct cost is any cost that isntified specifically with the
training of a student. Direct costs also includeatly associated costs that would not have been
incurred had the other direct costs not been iecu(e.g., costs that are allocated on a specific
measurable basis - cost per student week, cofliyyper hour/sortie, costs per steaming hour, costs
per range hour).

B. Indirect Cost. Indirect costs are costs of resesirthat are jointly or
commonly used by all activities at an installatibnt are not specifically identifiable with any of
the users. These costs are not directly relaté@itting, but instead are associated with a wariet
of activities and services.

C. Other Billable Cost. Other billable costs arestoequired by legislation
or policy that are additive to the cost of trainarginternational student (e.g., FMS administrative
surcharge, FSP, attrition, and RIM.

*072302. Pricing of Personnel
A.  MP

1. Full Costs. Price military pay using the FMS garsite standard
rates which include the per capita normal cost of MERHEI&I the acceleration factor for the
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Defense Health Program (DHPWYiblished at OUSD(QpoD Reimbursablérateswebsite under
“Military Personnel Composite Standard Pay and Reirsement Rates,” (Tab K)in addition,
see paragrapb72002and Figure 7t2 for pricing applicability

2. Additional Cost. Base pay and allowances of.l&a&8ive duty
personnel, including MERHC and DHP costs, are amrsd a sunk cost and are normally not
considered an additional cost, except as notediagoaph 072304. Additional costs related to
military deploying as part of a training team couldlude such costs as hazardous duty pay, family
separation pay, travel, and per diem. Exceptiohew:

a. Military positions coded as reimbursable bsllapplicable
to FMS must be considered additional costs. Budgaterials must clearly reflect the
reimbursable nature of the billet.

b. MP assigned to DWCF activities must be conslere
additional costs.

C. Pay and allowances of National Guard/Reserve lmeesn
called to active duty in support of FMS must besidered additional costs.

B. Civilian Pay
1. Full Cost. Price civilian pay in one of two ways:

a. Usingactual costs plus inflation and applicable acegien
factors (recommended for tuition pricing); or

b. In accordance with paragrapf200land Figure 7t1.

2. Additional Cost. Base pay and allowances of. diglians are not
necessarily considered sunk costs and may/mayenodtsidered an additional cost. Additional
costs related to civilians deploying as part abéning team could include such costs as hazardous
duty pay, travel, and per diem. See Figure 7-13téition training pricing applicability.
Additional costs would include:

a. Civilian positions coded as reimbursablketslapplicable to
FMS. Budget materials must clearly reflect thentaursable nature of the billet; and

b. Civilian personnel assigned to DWCF actieati
072303. Pricing oFull Cost ofTraining (Tuition Rates A and B)
Full cost includes all direct costs and a propowicshare of indirect costs to the USG for

providing the trainingregardless of funding source¥Vhen developing the full cost of training,
take into account the cost of training both U.Sd amernational students. For international

7-62



DoD 7000.14-R Financial Management Regulation Voluenl5, Chapter 7
* November 2018

students, full cost will also include the otheilldhle costs. Rates priced using full cost prirespl
include Rates A and B in TableZr-Training price &ceptions are found isection 0721

A. Direct Costs
Certain costs can be directly identified to traghicourses. Once identified, the
direct cost is divided by the total number of studé¢hat can benrolled in a course to determine

the cost per student. Add together all directxpst student to be included in the tuition rate.

1. Instructors and School Support Staff

a. Instructors

1) Average Instructor Cost3.he cost of instructor salaries,
allowances, and other entitlements is computediaglidg the annual instructor cost by 52 weeks
and multiplying the result by the number of weekdhe applicable course (ssection 072)
Divide this cost by thenaximumclass size to develop the instructor cost perestud

(2) Instructor Contact Hours Alternatively, instructor
costs may be allocated on an instructor contactshbasis (e.g., total platform work hours
allocated agnstructorcontact-hours per studgnthis allows for a more equitable distribution.

b. School Support Staff. Compute the cost of sadarie
allowances, and other entitlements of administeatimd other personnel supporting training by
dividing the total annual cost by total course weektraining and multiplying the result by the
number of weeks in the applicable course. Divids tost by thenaximumnumber of students
in the class to develop the school support stadt per student.

C. IMSO and Staff. Allocate the cost of the IMSQastaff to
courses based on actual or programmed internatsbnaént weeks.

2. TDY and Per Diem. The cost of TDY must be alledato courses
based on a causal or beneficial relationship. Atiogly, TDY must be segregated into two
categories: direct TDY that is caused by or bésefispecific course or courses and indirect TDY
that benefits the training operation as a wholB.YThat is directly related to (or benefits) one or
more courses must be directly allocated to thoseses. To preclude "double charging” TDY to
a course, care must be taken to ensure that atittlirallocable travel is eliminated from the TDY
included in the indirect cost pool.

3. Equipment Overhaul and Maintenance

a. Depot Level Maintenance. The depot level maintera
cost of aircraft, engines, motorized vehicles, andipment must be charged to the applicable
course at the budgeted average hourly item repairtbat includes civilian pay, contractual effort,
and supplies. These costs must be adjusted tadecahilitary pay and centrally procured
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equipment and parts. Multiply this average howdgt by the hours programmed for use in the
specific course.

b. Base Level Maintenance. Base level aircraft andpment
maintenance costs (including munitions maintenanuest be allocated to courses on the basis of
total maintenance costs divided by the total trajnhours supported, if not identifiable and
chargeable on a job order basis. Costs must iachaiditary and civilian pay, supplies and
equipment (including replenishment spares), andraotual support. If there are a significant
number of transit or non-training aircraft at thesé, aircraft operating costs must be initially
distributed between training and non-training oe biasis of percentage of number of takeoffs,
number of sorties per year, or maintenance diedxin hours, whichever results in the best alloca-
tion of costs in relation to the benefits receiveldor this purpose, aircraft used by personnel
supporting training for proficiency flying must btassified as training aircraft.

C. Range Maintenance. Range maintenance and opgratin
costs must be computed and allocated to courses loaisthe percentage of sorties or rounds fired
in the course compared to the total sorties ordeuired or any other basis that results in an
equitable allocation of these costs.

4, Simulators. Simulator costs must include payhad bperators,
supplies, and equipment maintenance. Simulatds cogst be allocated to the course in the same
ratio as hours used to the total hours available.

5. Supplies, Materiel, Training Aids, and Ammunition

a. The cost of POL for aircraft (rotary/fixed winghotorized
equipment, ships, landing craft, and other equignmeast be computed by multiplying the
equipment hourly cost of POL times the number adrapng hours for the course.

b. The costs for training materials, equipment, sigsplaids,
munitions, flight clothing, and personal equipmemist be charged to the applicable course.
Training material and aids prepared above basé¢ flezeare readily identifiable to a course, must
be included as a direct cost of the course. If@adtlily identifiable to a specific course, thegsts
must be distributed to courses in the same marmeraect TDY costs. Care must be taken to
ensure against "double charging" a course.

6. Directly Associated Costs

a. Other directly associated costs allocable to imngin
operations must be distributed to coursasedon total training hour support or any other logical
method of measurement (e.g., square footage afibgs, flying hours/sorties, or any other usage
factor). Costs in this category include costs gateel as a result of the incurrence of another cost
and would not have been incurred had the otherradteen incurred (e.g., flight line operations
costs in direct support of flying training and popeerations in direct support of shipboard training
without which there would be no flying training spgons or shipboard training operations).
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b. The cost for training U.S. instructor pilots, iading
proficiency and continuation training, must be tiedi to special aircraft not in the active U.S.
aircraft inventory. These costs must be dividedhgynormal tour of duty for an instructor pilot
to arrive at an annual cost that must be distribidecourses in the same manner as instructor
salaries and allowances.

B. Indirect Costs
1. Indirect Base Operating Support Costs
a. Allocation. Indirect base operating costs must be initially

allocated to major claimants (e.g., training atia and tenants) at the installation level using
engineering estimates or some other basis to emisarallocations are commensurate with the
benefits received. The amount allocated to trgimust then be distributed to areas of training
that are significantly different (e.g., flying op#ions, classroom training, and equipment
maintenance). The amount allocated to each angaining must then be distributed to the tuition
rate by dividing the amount allocated by the anmséilmated student weeks of training.

b. Exclusions.No costs to support or operate quarters, a family
housing complex, and food service activities thatagpplicable to instructors and training support
personnel may be allocated to tuition rates if éhassts are recouped in base personnel salaries.

2. Maintenance and Repair of Facilities. Mainte@aand repair of
facilities must be considered part of the normalebaperating support costs, unless these costs
can be directly identified to a specific user (edgdicated facility, specific to a course or cesis
When non-dedicated facilities are used for trainthg costs are included as indirect costs in the
tuition rates. These costs may be combined witkeroindirect costs and allocated at the
installation level or allocated based on a separast pool. IAs may not unilaterally dedicate
facilities for international student use and thecoup the full cost of the maintenance and repair
of the facilities through tuition rates. Such ntaimance and repair costs will be combined with
other indirect costs and allocated at the insialtalevel. See sections 0710 and 0711 for more
information on facility usage.

3. Indirect TDY. TDY that is caused by or benefite ttraining
operation as a whole must be allocated to courgabviding these total indirect TDY costs by
total number of students to determine the coursemer student.

4, Training Material and Aids. Training material aaids not readily
identifiable to a specific course must be distrdolto courses in the same manner as indirect TDY
costs.

5. Exclusions. Exclude the following from indirediogations:

a. Costs associated with combat development, training
development (less course development), non-residstrtiction, or other activity that offers no
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support to the training mission, and a pro rataeslod school overhead costs to support these
elements;

b. Costs associated with units attached to the trgini
installation with duty stations at another locatitat are not involved in the training of
international students; and

C. Costs related to underutilized capacity and mpdiion
requirements, when specifically identified and duoeuated.

* C. Other Billable Costs

1. Attrition Rate/Liability Statement. Tuition Rafewill include the
attrition factor (SAMM, C9.T4) whenever the training or education course induilte use of
training equipment or operational equipment useda@ising aids. Tuition Rate Bwill include the
liability statementn subparagraph 072203.A. Title 22, U.S.C. § 2@R1((C)states the full cost
of the service must be paid by the purchaser.

2. ESP. Tuition ratesmust include the costs the FSP if a program
exists at the training locationDo not include if there is no FSP at the trainingation. See
paragrapl®72209andSAMM, Chapter 10 for more information on ESP

3. RIM. Tuition rates must include the costs of RIM, if hpgble. See
paragraph 072210 for more information on RIM

4, FMS Administrative Surcharge. The current FMS auistrative
surcharge must be applied fwition Rate A Exceptions are contained in the SAMM
Tables C10.T1&andC10.T14.

*072304. Pricing of Additional Cost Training (Rat€sD, and E)

Additional costsrepresent the increase incurred in the @dst of training due to the
addition of international studentSitle 22, U.S.C. § 2761(a)(1)(@rovides the authority to apply
additional cost pricing to training sold ta purchaserconcurrentlyin receipt ofIMET or a
purchaser designated as a high-income coufitie 22, U.S.C 8 2347(b), provides the authority
for FMF recipients(Rate D)to be charged at a rate comparable to IMREte E) Title
22, U.S.C. § 2770(a)(Frovides the authority to exclude military salarfesm additionalcost
pricing when the training is funded with U.S. apgpiated fundssee Figure 7-14.

A. Direct Costs

1. Instructors and School Support Staff

a. Courses must be reviewed to determine ifdt@itionalcost
should be developed for a specific course (e.pt paining) or a group of courses. For classroom
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or technical courses that are similar or that agilinstructors who teach more than one course,
such courses may be grouped for computation puspose

b. For courses that contain both U.S. and internatstnaents,
determine instructor and staff requirements for ghegrammed (maximum) U.S. student load.
Estimatethe total number of students, both U.S. and intesnal, and the number of instructors
and staff required.Where total estimated student requirements excesdnmum programmed
student requirementdye difference in instructor and staff between the projections represents
theadditionalcosts. This value, divided by the total numbestatients, represents theéditional
cost per student for the course(s).

C. When there is a one-for-one or one-for-two retaship of
instructor to student, the instructor in all casesst be considereghadditional cost If the entire
class is composed of international students, teuotor and staff must always be considered
additional

d. It is anticipated that theadditional cost charged for
instructors must be minimal for courses or groupinfcourses when the ratio is high of either
students to instructors or U.S. students to inteynal students.

2. TDY and Per Diem. The costs for all student travel per diem
associated with the training must be considesiedadditional cost Refer tosulparagraph
072303.A.2 for additional TDY and per diem informat

3. Equipment Overhaul and Maintenance. The cosbv¥erhaul and
maintenance of major items of equipment, when cdetpon an hourly use basis, mustare
additional costo a course based on estimated utilization haRefer tosulparagrapt®70303.A.3
for additional information

4. Simulators. The cost for simulator hours musamadditional cost
Refer tosulparagrapt972303.A.4 for additional information

5. Supplies, Material, Training Aids, and Ammunitiohhe associated
additionalcost must be the replacement price of items tleahat returned or reusable (including
POL) used in conducting the training.

6. Directly Associated Costs

a. Instructor Training. The training of U.S. insttois
or other personnel for special courses normally cmtducted for U.S. personnel must be
considered aadditionalcost. When the required training is conducted dtS. training facility,
the benefiting country must be charged the courseastablished in accordance with instructions
for computing training costs in paragrapf2303
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b. Facilities and Equipment. The costs for any faed
or equipment acquired primarily for the supportirgérnational students, and the support costs
thereof, must be considered incremental.

B. Indirect Costs

Standard weekly rates for base operating suppost bricharged tadditional costraining rates,
as developed by the IAs, and adjusted annuallgludie only those additional base operating
support costs that are incurredcauseof international student attendanc&ee subparagraph
072303.B for additional information on indirect tas

C. Other Billable Costs

1. Attrition Rate/Liability Statement. For FMS trang sold using
additional costpricing (Tuition Rates C-D in Table 2} include the liability statemenin
subparagraph 072203.A

2. FSP. The full cost to the USG of FSP must be clamed an
additional cost. See paragraph 072209 for monmtion on FSP.

3. RIM Shipment. If RIM is applicable for a asa, then the costs
must be considered an additional cost. See parla@?2210 for more information on RIM.

4. FMS Administrative Surcharge. The current FMS Buisirative
surcharge must be charged on FMS training cases/lieceiving incremental pricing (Tuition
Rates C-D in Table 2). Tuition Rate E (IMET) is exempt from paying thMS administrative
surcharge.

D. Exclusions

The unfunded civilian retirement charge that isad#jed to the Miscellaneous
Receipts Account of the U.S. Treasury must be daemed a fixed cost and not included in
incremental priced training rates (Tuition Ratek @ Table 72).

*0724 PRICING OF SPECIALIZED/DEDICATED TRAINING PRGRAMS

When pricing specialized dedicated training proggaiull cost pricing principles (refer to
paragraph 072303) must be applied. Appropriateslege authority and terms of the formal
agreement must be taken into consideration. Tloenmation in paragraphs 072401 and 072402
is provided for current specialized/dedicated tregrprograms. General guidelines for other types
of training events are found in the SAMM, Chapter 1

072401. Air Force Specialized/Dedicated TraininggPams

A. Euro-NATO Joint Jet Pilot Training (ENJJPT) Prap
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1. The ENJJPT multinational cooperative trainipgogram at
Sheppard Air Force Base, Texas is an activity aitbd by 22 U.S.C. § 2761(g). The LOAs
clearly indicate that the AECA is the authoritytbé program but remain silent as to which exact
section authorizes the activity. Associated progdmcuments (Memorandum of Understanding
and Plan of Operations) clearly state that theviigtis undertaken "in furtherance of NATO
rationalization and standardization" and "in themerative spirit of the NATO alliance,” while
also citing the NATO Status of Forces Agreement.

2. While a NATO or Major Non-NATO Ally may aldoe in receipt

of IMET funds, once a cooperative training agreemeh the type envisioned by
22 U.S.C. § 2761(g) is signed, it becomes the @eaif the U.S.C. that determines the terms
under which the training activities are conductédhie financial principles are based on
reciprocity. These reciprocal agreements inclugimbursement for all direct costs and may
exclude reimbursements for indirect costs, the FMi&inistrative Surcharge, and the cost of
trainee billeting (unless U.S. forces are chargeattupy like accommodations). The application
of the FMS Administrative Surcharge and Contractmidstration Surcharge to the ENJJPT
Program is waived.

B. Dutch F-16 Training Program

1. The Dutch F-16 training program is conductader the authority
found in 22 U.S.C. 8§ 2761(g). Based on that aufjydhe program must recoup reimbursement
for all direct costs but may exclude reimbursenfentindirect costs, the FMS administrative
surcharge, and the cost of trainee billeting (ulesS. forces are charged to occupy like
accommodations).

2. The U.S.C. allows for some flexibility whercomes to the billing
of indirect costs under 22 U.S.C. § 2761(g) soe¢hmeparing the costs can properly account for
sharing of the total cost of the program. Uniguegpam agreements may provide specific
reimbursement details to which the parties haveeyr The FMS administrative surcharge has
not been excluded for this program. Costs assmtwmith the salaries of activated troops of the
reserve component/National Guard would be a categrogram.

C. The German Air Force (GAF) Tornado Program. TwF Tornado

Program is a dedicated training program, authorizg®2 U.S.C. § 2761(g). Based on that
authority, the program must recoup reimbursemenmt &b direct costs but may exclude
reimbursement for indirect costs, the FMS Admiritie Surcharge, and the cost of trainee
billeting (unless U.S. forces are charged to occlij®y accommodations). Again, the U.S.C.
allows for some flexibility when it comes to thdlipig of indirect costs under 22 U.S.C. 8§ 2761(qg),
so those preparing the costs can properly accounhé sharing of the total cost of the program.
Unique program agreements may provide specifichaisement details to which the parties have
agreed. The FMS Administrative Surcharge has aenlexcluded for this program.

D. The Republic of Singapore Air Force (RSAF) PEACERVIN V (PC V)
F-15 Training Program. The RSAF PC V program ithauzed by 22 U.S.C. § 2761(a)(1)(C).
Singapore is identified as a high-income countrgarihe FAA 8 546(b) and is eligible to receive
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training priced using the additional cost concepbsent a formal agreement, costing procedures
should follow the guidelines in paragraph 072304.

E. The RSAF PEACE CARVIN Il (PC 1) F-16 TrainifRyogram. The RSAF
PC Il program is authorized by 22 U.S.C. § 276 1(&J%). As a high-income country, Singapore
is eligible to receive training priced using thelgidnal cost concept. Absent a formal agreement,
costing procedures should follow the guidelinepanagraph 072304.

F. Taiwan Air Force PEACE FENG HUANG F-16 TrainirRyogram.
Taiwan’s PEACE FENG HUANG program is conducted unihe authority of 22 U.S.C. §
2761(a)(1)(C). Taiwan is not under special pricaughority and therefore pays the full cost of
training. Refer to paragraph 072303.

072402. Army Specialized/Dedicated Training Proggam

A. The RSAF Peace Prairie CH-47 Chinook Helicodtsining Program.
The Peace Prairie Program is conducted under therdty of 22 U.S.C. § 2761(a)(1)(C). As a
high-income country, Singapore is eligible to rgeeiraining priced using the additional cost
concept. Absent a formal agreement, costing praesdshould follow the guidelines in
paragraph 072304. Costs associated with the sslari activated troops of the reserve
component/National Guard would be considered aitiaddl cost.

B. The RSAF Peace Vanguard AH-64 Apache Helicopteming Program.
The Peace Vanguard Program is conducted undeutherdy of 22 U.S.C. § 2761(a)(1)(C). As
a high-income country, Singapore is eligible toeree training priced using the additional cost
concept. Absent a formal agreement, costing proesdshould follow the guidelines in
paragraph 072304. Costs associated with the eslarf activated troops of the reserve
component/National Guard would be considered aitiaddl cost.

072403. Personnel

Specialized/dedicated training programs may beaued by U.S. personnel, international
personnel, or a combination of the two. When déisfalbg a specialized/dedicated training
program, an assessment must be performed to detemviether additional U.S. personnel are
required to support the training. Care shoulddsen to ensure these individuals are properly
coded as reimbursable billets and whether theycansidered a direct cost or an indirect cost.
Other personnel billets may provide support tottaaing.

A. MP. Pricing for U.S. MP must be in accordangih subparagraph
072302.A. Where international military members fdlieg training instructor billets, apply the
comparable U.S. rate if computing costs to charggompensate.

B. Civilian Personnel. Pricing for U.S. civiliapersonnel must be in
accordance with subparagraph 072302.B. Apply tifended civilian retirement factor where
applicable.
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072404. Inflation Factors

Estimates for future years must be adjusted ftation. OUSD(C) published rates will be
used. See subparagraph 072205.B.

072405. Start-up Costs

The FMS purchaser is responsible for all costsintbude expenses incurred by IA
activities assisting in the establishment of thaning. Costs to consider in the start-up of a
specialized/dedicated training program may incluldet are not limited to, the following:
environmental analysis/assessment/impact; congiruof, alteration of, or expansion of existing
facilities (refer to section 0710); a pro rata ghaf the costs for joint use of USG facilities @ef
to section 0711); acquisition of equipment requiteeéxecute the program; commercially leased
space (i.e., off-base offices, on-base modulardingk); and one-time site activation costs, if
applicable.

072406. Direct Costs

Refer to subparagraph 072303.A (full cost) or suagraph 072304.A (additional cost) for
the types of costs appropriate to charge as diasts.

072407. Indirect Costs

Refer to subparagraph 072303.B (full cost) or sumbgraph 072304.B (additional cost) for
the types of costs appropriate to charge as indoests.

072408. Other Billable Costs
A. Attrition Surcharge/Liability Statement. Ibscific program agreements do

not address the application of the attrition surgbathe liability statement in subparagraph
072203.A must be included on the LOA.

B. ESP. Specialized training programs may ineltiee costs of the FSP if the
purchaser(s) desires to participate in such. Refparagraph 0722009.

C. RIM. If there is a need to ship RIM, incluithe cost of the shipment in the
pricing of the specialized training program. Reteparagraph 072210.

D. EMS Administrative Surcharge. The current FMiinistrative surcharge
must be applied to the specialized training progratmere applicable. Refer to subparagraphs
072303.C.4 and 072304.C.4.

*0725 PRICING OF TRAINING TEAMS

When training is conducted by a Security Cooperalieam&A Team (e.g., Management
Service TeamTAFT, Extended Training Service Specialist, MTT) away from the normal
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training institution, the services of the team masstreated as a service and priced in accordance
with paragrapl®72302 Training aids must be included in the pricingll pay and allowances,
travel, and per diem paid to members of the teaabbshed to conduct in-country training must
be considered costs of the training team excepotel in paragraph®72501-072504

072501 Teams Fully Financed BySF Funding

A. Military Pay and Allowances. Exclude the caxt military pay and

allowances.

B. Civilian Pay and Allowances. Exclude the cao#tcivilian pay and

allowances.

C. Attrition/Liability Statement. Include the ability statement, “The
Purchaser is liable for any and all damages to Bd&ernment equipment caused by negligence
on the part of the student.”

072502. Teams Fully Financed MAP Merger, FMF, IMET or BPC Funding

A. Military Pay and Allowances. Exclude military pagdallowancesrom
the costs established for teams conducting in-egurdining fully financed by MAP Merger or
FMF, financed under the IMET program, or DoD-fundg@dC teams. Should a MAP/MAP
Merger case be less than 100 percent financedddyfsnds, it must be re-priced to include the
full cost of MP.

B. Civilian Pay and Allowances. Exclud®ilian unfunded retirement from
the costs established for teams conducting in-egurdining fully financed by MAP Merger or
FMF, financed under the IMET program, or DoD-fund@IC teams Refer to paragraph 072302
for an explanation and pricing.

072503. Teams Financed by an IMET-Recipient Codidtgh-Income Country

For teams conducting in-country training financeg @ high-income country or an
IMET-recipient country using its own national fundsetermine whether personnel costs are
considered an additional cost to the USG. Refgraagraph 072302 for an explanation and
pricing.

072504. Teams Using National Guard/Reserve Personne
If National Guard or Reserve personnel are acti/atgely to conduct FMS training, those

costs must be considered additional costs to thH® &8l must be properly charged to the country
or countries receiving the training. Refer to gaagh 072302 for an explanation and pricing.
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Table 74. Federal Condition Cod€¢ntinued)

Supply Condition Code
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National Funds

Cost Elements FULL COST ADDITIONAL COST
RATE A RATE B RATE C
Full FMS Reciprocal FMS!
Direct Costs
Military Pay Full Full Additional
MERHC Apply Apply N/A
DHP Apply Apply N/A
Civilian Pay Full Full Additional
Civilian Fringe Benefits Apply Apply Apply?
UCR Apply Apply N/A
Non-Personnel/Material Full Full Additional
Indirect Costs
Military Pay Full N/AS Additional
MERHC Apply N/A3 N/A
DHP Apply N/A3 N/A
Civilian Pay Full N/A& Additional
Civilian Fringe Benefits Apply N/A3 Apply?
UCR Apply N/A3 N/A
Non-Personnel/Material Full NFA Additional
Other Billable Costs
Attrition Surcharge Apply N/A N/A
Liability Statement N/A Apply Apply
FSP Full Full Full
RIM If applicable If applicable If applicable
FMS Admin Apply N/A3 Apply

1 RATE C —FMS: Countries concurrently in receipt of IMETRt elect to purchase training using

national funds receive this rate. Countries desiggh as high-income countries also receive this

rate.

2 Apply: Chargethe entire factor against the additional coster€his no reduction to the factor
because additional cost pricing is used.

3 Refer to22 U.S.C. § 276). The President is authorized to enter into ASTANAG and

similar agreements with Major Non-NATO Allies ifelpricing principles of such agreements are
based on reciprocity. Such agreements may exctiddursement of indirect costs and the FMS

Administrative Surcharge.

7-75




DoD 7000.14-R

Financial Management Regulation

Voluenl5, Chapter 7

*Table 72. Tuition Rate Pricing Structur€g¢ntinued)

* November 2018

U.S. Appropriated Funds
ADDITIONAL COST
Cost Elements FMS IMET
RATE D RATE E
“FMFL IMET
Direct Costs
Military Pay N/A N/A
MERHC N/A N/A
DHP N/A N/A
Civilian Pay Additional Additional
Civilian Fringe Benefits Apply? Apply?
UCR N/A N/A
Non-Personnel/Material Additional Additional
Indirect Costs
Military Pay N/A N/A
MERHC N/A N/A
DHP N/A N/A
Civilian Pay Additional Additional
Civilian Fringe Benefits Apply? Apply?
Civilian Unfunded Retirement N/A N/A
Non-Personnel/Material Additional Additional
Additive Costs
Attrition N/A N/A
Liability Statement Apply N/A
FSP Full Full
RIM If applicable If applicable
FMS Admin Apply N/A

2Apply: Chargeheentire factor againstdditionalcost. There is no reduction to the factor because
additional cost pricings used.

‘RATE D — FMF: This rate applies to courses provideddontries that use U.S. appropriated
dollars as their source of funding (except IMET)the trainingcaseis not wholly funded with
U.S. appropriated funds (e.g., 1p8rcentMAP Merger, 10Qoercentnon-repayable FMF), then
re-pricetraining to include military salaries and benefitBhis rate also applies to general BPC
appropriations and authorities (i.e., FSF: autlydatbuild capacity under 10 U.S.C. § 333).
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Figure 74. Price Computation Example: Overhaul of Purch&sgned Materiel

Assumptions:

Civilian Direct Labor Hours 500
Direct labor hourly rate (employee salary and @ata overhead) $36.72
UCRRate FY 208 6.8%
Army Military Labor Hours (E-7) 100

Foreign Purchaser paid for inbound and outbountspartation

Computation:

Direct materiel consumed or incorporated (doesimdtide purchaser-owned $ 1,000.00
materiel)

Direct civilian labor cost recouped (including uckismg andPC&H) (500 x $18,360.00
$36.72)

Unfunded Civilian Rate costs ($18,38®.8%) $ 1,248.48
Military Composite Standard Pay Reimbursement @28x .000%) x 100 $5,848.02
Transportatioh .
FMS Selling Pricé $26,456.50

! Thisfigure is general in nature and does not show all cbsitsrhay be included. For example,
direct materiel consumed or incorporated shoultua transportation, replacement prices, and
charges as appropriate. (Sméparagraph070402.Bfor treatment of DWCF materiel). This
example assumes that inbound and outbound traasporis paid by the FMS purchasdSee
sulparagrapl070902.F for information on incoming and outgoingnsportation costs) If the
purchaser does not pay via the freight forwarder,dost is included in the FMS selling price.

2 The administrative surchargeds additive to the FMS selling price.
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Figure 72. Price Computation Example: Non-Excess Procun¢fiended Item from Stock

Assumptions:

Market Value

Most Recent Acquisition Price
New Contract Price
Modification Costs

NC Recoupment Charge,
SAMM, Appendix 1

Prorated overhaul costs before sale date (seed~igur
7-3)

Service Life
Age at transfer
Remaining Service Life

Calculation

Not to Be Replaced

Adjusted Price: ($50,000+$5,000)4/10)
AdjustedNC recoupment: $2,000 (4/10%-*

Prorated overhaul costs before sale date (seed)f
FMS Selling Pricg®"

To Be Replaced

Adjusted Price: $100,000(4/10¥
AdjustedNC recoupment: $2,000 (4/10%-*
FMS Selling Price®’

None Available
$50,000.00
$100,000.00
$5,000.00
$2,000.00

$5,203.20

10 Years
6 Years
4 Years

$22,000.00

800.00
+ 5203.20
$28,003.20

$40, 000.00
+ 800.00
$40,800.00

1 (Most Recent Acquisition PrigeModification Costs)k Remaining Service Life

2 NC Recoupment ChargeRemaining Service Life

3 Credit to Miscellaneous Receipts Account 3041.

4 Credit previously incurred overhaul costs to tinarficing account.

> Any administrative, PC&H, and transportation sargfes are additive to the selling price.

® FMS selling price cannot be less than the Markadu¥ if one exists.
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" If this is a sale of a ship, the FMS selling preanot be lower than the scrap value or fair value
plus the cost of the last major overhaul or ouniiitaccomplished before the sale.

8 New Contract Priceé Remaining Service Life
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Figure 73. Price Computation Example: Overhaul Costs Presty Incurred for a Procurement
Funded Item Sold tBMS Purchasers

Assume the following:

1. Item is to be sold in May 28. The last overhaul for that aircraft was accosi@d in
June 206 at a cost of $ 8,672.

2. The normal interval between overhauls for thmiis 60 months.
The price is computed using the following steps:
A. Determine the actual interval since the lagrbaul in terms of months.
June 206 to May 2@.8 equals 24 months.

B. Determine the percentage of overhaul costsiegige to the DoD by comparing the
actual interval since the last overhaul with thenmal interval between overhauls.

Actual Interval = 24 months = 40%
Normal Interval 60 months

3. Determine the amount of the costs to be chatgélde purchaser by subtracting the resulting
percentages in step 2 from 100 percent and appiyiegesult to the overhaul costs. If actual
overhaul costs are not known, a reasonable estishatdd be obtained from the facility normally

performing overhauls for the type of item thata$e sold.

100% - 40% = 60% $8,672 = $5,203.20
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Figure 74. Price Computation Example: Sale of Ship (Gretitan 3,000 Tons or More Than 20
Years Old) Not to be Replaced

Assumptions:

Acquisition Value $22,500,000.00
Condition Code (A-3, see Tablelj- 10%
Nonrecurring Charge $500,000.00
Prorated overhaul costs before sale date (seed-igifor how to compute)  $1,500,000.00
Scrap Value $1,000,000.00
Fair Value (Acquisition Value Federal Condition Code Rate) $2,250,000.00

($22,500,00010%)

Computation:

Greater of Scrap or Fair Valte $2,250,000.00
AdjustedNC Recoupment (10% $500,000) $50,000.00
Prorated overhaul costs + $1,500,000.00
FMS Selling Pricg $3,800,000.00

! Credit to Miscellaneous Receipts Account 3041.
2 Credit previously incurred overhaul costs to tmaficing account.

3 The administrative surcharge is additive to tHingpprice.
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Figure 75. Price Computation Example: Excess Procuremeah{DWCF) Funded Item from
Stock/Inventory

Assumptions:

Acquisition Valué $50,000.00
Federal Condition Code (B-1, see Tablg)7- 30%
NC Recoupmentharge $2,000.00
Prorated overhaul costs before sale date (seed-igur $5203.20
3)

Market Value $10,000.00
Scrap Value $5,000.00
Fair Value (Acquisition Value * Federal Conditiom@® Rate) $15,000.00

($50,008 30%)

Computation:

Greater of Market, Scrap, or Fair Value $15,000.00
AdjustedNC Recoupment (30% $2,000% $600.00
Prorated overhaul costs before sale date (seeditf)? + $5,203.20
FMS Selling Pricé $20,803.20

1 If the method used to determine an estimated BEOH&T cost is based on the cost or price
of the excess item, acquisition cost must be used.

2 Credit to Miscellaneous Receipts Account 3041.

3 Credit previously incurred overhaul costs to tinarficing account.

4 The FMS selling price must be increased if theketavalue or the scrap value plus tHE
recoupment charge and the prorated value of thena®r overhaul costs incurred are higher than
the fair value FMS selling price. The market vakithe price at which bona fide sales have been
consummated for products of like kind, quality, apgntity. The scrap value tise amount that
would be expected to be obtained from selling gsetat the end of its useful lifélhe fair value
price is determined by the Federal Condition Code.

> Any administrative, PC&H, and transportation sargfes are additive to the selling price.
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Figure 76. Recoupment diiC of MDE Example: Base Level

DATE PREPARED: DOD COMPONENT:
As of Date: Prepared By:
RECOUPMENT OF NONRECURRING COST ON SALES OF MAJOR DEFENSE EQUIPMENT
SECTION A
@ (b) (© (d) (e)
szé%?:piﬁt;n Nonrecumg%lf.;?ss)t in (Whole Production Quantity (Qty Each) Recommended Pro Rata Unit Charge
Previous
Marine/| Unit
RDT&E [Productior] Total Army | Nawy |Air Forcg FMS| DCS| Tota RDT&E Productiop Total Charge
ABC Block 0 $51,000,000 $75,0p0 $51,075,p00 25 200 0 92 0 7| 31$160,88 $237 $161,1P0 N/A
SECTION B

PRODUCTION QUANTITIES

Actual | Projectefl Total
USG 25 20 22b
MAP 0| 0 0
Direct Sales D D 0
FMS 5 87 93
Total 3] 281 31y
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Figure 76. Recoupment diC of MDE Example: Base LeveCpntinued)

SECTION C
QUANTITY PROJECTION BREAKOUT
MAP
Country / Int'l . . L L
Organization Proje cted Quantity Explaination for Projections
Total MAP qa
Direct Sales

Country / Int'l . . . L

Organization Proje cted Quantity Explanation for Projections
Total Direct Sales 0

FMS

Country / Int'l . . . L

Organization Proje cted Quantity Explanation for Projections
Country A 15
Country B E
Country C [i
Country D 13
Country E 2.
Country F 14
Country G 1
Total FMS 81
TOTAL 87
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Figure 77. Recoupment diiC of MDE Example: Two-Level

DATE PREPARED: DOD COMPONENT:
RECOUPMENT OF NONRECURRING COST ON SALES OF MAJOR DEFENSE EQUIPMENT
B/B Model As of Date: Prepared By:
MASL
SECTION A
(@ (b) (©) (d) (e)
Weapon System or Nonrecuning Cost . . Recommended Pro Rata Unit . .
. Producti It Each P Unit
Component (in Whole Dollars) roduction Quantity (Qty Each) Charge revious Hni
Marine/ Charge
RDT&E | Productiolf Total Army Navy | Ar Force] FMS DCS Total RDT&H Productio Total
B/B Model
Common Cost Poql 1
(with A/B Model) $2,956,674 $p  $2,956,6f4 67,158 $44.0 $0.0p $44.03
Unique $76,294 $0  $76,2p4 0 0 400 250 q 8500  $89.76 $0.d0  $89.76
$133.79 NC New Item
Backup Data
A/B Model $4,223,82p H#0 $4,223,8r0 0 64,627 0 1,681 a 66,308 $63.70 $0.00 $63(70
Commonality 70%
SECTION B
PRODUCTION QUANTITIES
Actual | Projecte Total
USG 40 20 600
MAP 0 0 q
Direct Saleg D 0 o
FMS a 25( 250
Total 40( 45 85D
NOTES:

1 A/B Model Common (66,308) + B/B Model Unique (859%7,158
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Figure 77. Recoupment dfiC of MDE Example: Two-LevelContinued)

SECTION C
QUANTITY PROJECTION BREAKOUT
B/B Model
MASL
MAP
Country / Int'l . . N L
A Projected Quanti Explaination for Projections
Organization ) Q vy P )
Total MAP [0
Direct Sales
Country / Int'l . . N L
A Projected Quanti Explaination for Projections
Organization ) Q vy P )
Total Direct Sales 0
FMS
Country / Int'l . . N L
A Projected Quanti Explaination for Projections
Organization ) Q vy P )
Country B 75
Country E 20
Country H 75
Country J 80
Total FMS 250
TOTAL 250
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Figure 78. Recoupment diiC of MDE Example: Multi-Level
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DATE PREPARED: DOD COMPONENT:
RECOUPMENT OF NONRECURRING COST ON SALES OF MAJOR DEFENSE EQUIPMENT
ABC BIk Il NC Charge - Summary Calculation As of Date: Prepared By:
MASL
SECTION A
(a) (b) (c) (d) (e)
Weaclzo;pifetitm or Nonrecurring Cost (in Whole Dollars) Benefiing Units (Qty Each) Recommended Pro Rata Unit Chage Previous Unit
RDT&E Production Total New Remanufactujed  Tota RDT&E] Ructibn Total Charge
ABC Block Il
Common Cost Pool $324,126237  $116970421  $441,096|658 821 463 128§ $252434.76  $91,098)46 $343,53p.22
(with ABC BK I)
Common Cost Pool $235,896,30D $48.990,000  $284,886[300 463 027 139) $160,700.47  $35.244[60 $204,95/.17
(with ABC Block 0)
Unique $1,516,253,000 $287,960,p00 $1,804,218,000 221 751 972 $1,559,931.07 $296,25514 $1,856,146.21
$2,404,673.6PNC New Item
Backup Data
ABC Block | $589,320,430 $212,673,493 $801,993 923
Commonality 55%
Backup Data
ABC Block 0 $786,321,0q0 $163,300,900 $949,621,000
Commonality 30%
SECTION B
PRODUCTION QUANTITIES
Remarks: Actual Projected Total
USG 20 75 952
MAP ¢ q
Direct Sales D o
FMS g 333 33p
Total 20( 1,084 1,284
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Figure 78. Recoupment diC of MDE Example: Multi-Level Continued)

SECTION C
QUANTITY PROJECTION BREAKOUT
ABC Blk Il NC Charge - Summary Calculation
MASL
MAP
Country / Intl . . L s
L Pi ted it Expl \ for P 1
Organization roje cted Quantity xplaination for Proje ctions
Total MAP q
Direct Sales
Country / Int'l . . . -
Orgarization Proje cted Quantity Explanation for Projections
Total Direct Sales 0
FMS
Country / Int'l . . . L
. P ted it Expl tion for P t
Organization roje cted Quantity planation for Projections
Country A 24
Country C 13
Country F 10
Country H 6!
Country | 24
Country J 4
Country K 74
Country L 34
Total FMS 331}
TOTAL 332
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Figure 79. Price Computation Example: New Procurement

Contract Price (20 items) $1,000,000.00
NC ($2,500 eachx 20 items) 50,000.00
CAS (1,000,000x 0.015) 15,000.00
GFM 25,000.00
PC&H GFM (3.5%} 875.00
Transportation of GFM from Depot to Contractor Plan + 938.00
FMS Selling Price (20 item5) $1,091,813.00
FMS Unit Selling Pric&(1,091,813/20) $54,590.65

1 PC&H and CONUS transportation are applicablehé& GFM is purchased from procurement
citing the case funds. Actual costs should be wdeshever known. However, in the absence of
actual costs, a percentage-based computation raustdal. For the purpose of this example, the
GFM ($25,000) is considered to be all procurementéd items with unit costs of less than
$10,000. PC&H and Inland CONUS Transportation reseapplicable, if the GFM is shipped
from inventory by the DoD Working Capital Funds, the cost is included in the standard
(stabilized) price of the item.

2 Transportation of end item, if applicable, and adstrative surcharges are additive to the selling
price
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Figure 710. Calculation of Charges for Leased Defense Agsialith Illustrative Entries

STEP 1: Determine Service Life.

a. Date to be leased June 208
b. Date item first fielded or actual acquisition dafespecific item (if June2008
known)
c. The total estimated service life of the item 24nths
d. Item age in months as of the lease date 120
e. Number of months to be leased 12
f. Estimated months of service life remaining at cosidn of lease + 108
g. Total months of service life (& e.+ f.)! 240
STEP 2: Determine cost of defense articles letsée depreciated.
a. Original acquisition cost $1,000,000
b. Pro rata share nonrecurring R&D and productionsg¢ost 20,000
c. Capital improvements
(1) Major overhauls in past 24 months (segaragrapt971505.) 500,000
(2) Modifications net of retiremerits + 300,000
Total Cost $1,820,000

Less residual value Amount subject to depreciation
(see Volume 4, Chapter 6, paragraph 060207)

STEP 3: Calculate monthly charge.
Divide results of Step 2 by results of Step 1. 830,000/240 = $7,583.33

1 n the event the service life is zero, the lifeultbbe extended to include the lease period.

2 The pro rata share of nonrecurring R&D and praduactosts is additive when determining the
full cost of the equipment to be depreciated. Tdust is not authorized to be waived under
subparagrapf71505.1

3 Retirements represent serviceable components aagoms that are replaced by a modified

version and that are returned to inventory upororeah Normally, retired items are valued at
standard (stabilized) inventory price, if repain® necessary. If repair is required before the
item may be reissued, the retirement item is valtestandard inventory price less estimated

repair cost.
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*Figure 741. Civilian Personnel Services Price Computatioar&gle

Assumptions:

A. NavyGeneral Schedul€x9)-12 within Atlanta,Georgialocality pay area. When the GS step
is not known, use step 5 pay rates. $38.23 periBawsed for this computation example.

B. 100 hours performed in August®against an FMS Case

C. FY 28 UCR Factor =5.8%

D. FY 2018 Navy Civilian Personnel Fringe Benefits Factd5=26

E. L&H Acceleration Factor = 18%

FMS Cas FMS Admir

Less than Less than

Full Time Full Time Full Time Full Time
(1) Direct Labor Cos* [A x B] $3,823.00 $3,823.0( $3,823.0( $3,823.0(
(2) L&H Cost’ [(1) x E] $ 688.1 $ 688.1
(3) Total Civilian Labor Costs [(1) + (2)] $ 4,511.14$3,823.00 $4,511.14 $3,823.00
(4) Unfunded Retirement Co?® [(3) x C] $ 306.7¢ $ 259.9¢
(5) Frindge Benefit* [(3) x D] $1,587.9. $1,345.7( $1,587.9: $1,345.7(
(6) FMS Selling Pric’ [(3) + (4) + (5) $6,405.8. $5,428.6( $6,099.0( $5,168.7(

! Pay rates in effect at the time services are pedd. Hourly and annual locality salary tables
are available at OPMebsite. Tables through 2008 are availablthe Appendix C Archivef
this Volume

2The L&H acceleration factor is applied as a percentagérettdabor cost when the individual
is not reimbursed on a full time basis by FMSee Volume 11A, Chapter 6 and the OUSD(C)
DoD Reimbursable Rates website for current factors.

3 The unfunded retirement acceleration factor idiag@as a percentage of total civilian labor costs
when the individual is not reimbursed from FMS AdmiCredit unfunded civilian retirement to
the Miscellaneous Receipts Account 3041. Curratdsr are available at the OUSD(BD
Reimbursabldrates websiteselect the applicable FY, Civilian Personnel Feigenefit (Tab D)
Historical rates are available the Appendix C Archive.

4 The fringe benefits factor is applied as a pemgabf the total civilian labor costs and includes
the employer's share of retirement, health bendiiiésinsurance, and other benefits. Rates are
available at the OUSD()oD ReimbursableRateswebsite Civilian Personnel Fringe Benefit
(Tab D),for FY 1997 and forward. Historical rates areikade in the Appendix C Archive.

® The FMS Administrative Surcharge is additive te BEMS selling price.

7-91



DoD 7000.14-R Financial Management Regulation Voluenl5, Chapter 7
* November 2018

*Figure 712. MP Services Price Computation Example

Assumptions:

A. Scenario 1. Navy O-4 and E-7 Full time FMSoeffin FY201 at an overseas location

B. Scenario 2: Navy O-4 and E-7 Part-time FM®reffeach performing 100 hours service in
FY 20B. TDY cost is $5,600.

Navy O-4 FMS Composite Rate ($169,69611,017= $180,113*

Navy E-7 FMS Composite Rate ($105,21411,017= $116,23)*

Navy O-4 Hourly Composite Ratel@,113x 0.000% = $101.862

Navy E-7 Hourly Composite Ratel(f#6,231x 0.000% = $65.092

nmoo

FMS CASE — FULL TIME FMS EMPLOYEE
Computation Scenario 1.

0-4 E-7 Total
FMS Composite Pay Cdst $180,113  $116,231
FMS Selling Pricé $£96,344
FMS CASE — LESS THAN FULL TIME FMS EMPLOYEE

Computation Scenario 2:

FMS Composite Pay Hourly Rate $0,086 $ 6,509 $ 16,595
x hours of service performéd

TDY Cost $ 5,600

FMS Selling Pricé $22,195

! Refer to OUSD(C)DoD ReimbursableRates website MP Composite Standard Pay and
Reimbursement Rates (Tab ) obtain the current FMS Composite Rate. The Fbdgposite
Rate is computed by taking the Annual DoD CompdRiége and adding the acceleration factor
(for FY 2018 the amount is 1,017 to cover medical health care costs of active ghasonnel
and their dependents. These are the costs findncteDHP.

2 To compute the hourly rate, multiply the FMS Comsip® Rate by).000%. This computation
includes a 18% L&H factor. See Volume 11A, Chapter 6 and the OUSD(C) DoD Reisdble
Rates website for current factors.

3 The FMSadministrativesurcharge is additive to the FMS selling price.
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*Figure 7-13. Tuition Training Pricing Guide
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U.5. Funds
: |
YES NO
1 i
Reciprocal
FMF/TMET Pricing
Agreement
Country*
I 1 I 1
YES NO YES NO
12UL.C.§ B“jldi-UB_ Foreien Secarity Counterterroris
1670 Partnership [ [FO7CER PUN] m Training FAL AECA21(g) IMET Recipient
Capacity orces 644m(5) or Other]
NUSCH ASFF/ITEF US. Funded
2761(a)(1N(C) 22U.8.C §1282
YES —I— NO
¥ L 4 v v v + +
Additional Cost Additional Cost | | Additional Cost Full Direct Costs | | Additional Cost .
Rate D (FMF) RateD Rate D Fully U RATEB RATEC High Income
ully U.5 Country
Apply FMS Apply FMS Apply FMS Funded May exclude FMS| |  Apply FMS
Admin Admin Admin Admin Admin
YES —l— NO YES —I— NO
| l | } }
Additional Cost Additional Cost Full Cost Additional Cost Full Cost
Rate E (IMET) Rate D Rate A RATE C RATE A
No FMS Admin Apply FMS Apply FMS Apply FMS Apply FMS
Admin Admin Admin Admin
Notes:

Not all NATO countries are a signatory$3®d ANAG 6025, “Financial Principles and Procedures
for the Provision Of Support and the Establishneémdultinational Arrangements”

Refer to SAMM C10.T13, and C10.T14.
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*Figure 7-14. Incremental Tuition Based Pricin@(&C)

YES 100% IMS Training NO

Include: MI.D.pay Enrollment capacity
Exclude: Military exceeded due to IMY
Fringe Benefits & enrollment
MERHC and DHI

A

YES NO
v
Includgzl .Civilign Pay Determine instructor and Exclude:
and C.|V|I|an Fringe staff requirements for MP and
Benefits the maximum student Civilian
Exclude: UCR load Costt

Estimated total number
of students both U.S. and
international, and the
number of instructors
and staff require:

A

Where total estimated
student requirements
exceed maximum
programmed student
requirement; the
difference in instructor
and staff, between the
two projections
represents the additional
costs
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