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ARMS EXPORT CONTROL ACT
[Public Law 90-629]
[As Amended Through P.L. 113-296, Enacted December 19, 2014]
[References in [brackets] are to 22 U.S.C.]

AN ACT To consolidate and revise foreign assistance legislation relating to
reimbursable military exports.

Be it enacted by the Senate and House of Representatives of the
United States of America in Congress assembled, That this Act may
be cited as the “Arms Export Control Act”.

CHAPTER 1—FOREIGN AND NATIONAL SECURITY
POLICY OBJECTIVES AND RESTRAINTS!

SECTION 1. [2751] THE NEED FOR INTERNATIONAL DEFENSE
COOPERATION AND MILITARY EXPORT CONTROLS.—As declared by
the Congress in the Arms Control and Disarmament Act, an ulti-
mate goal of the United States continues to be a world which is
free from the scourge of war and the dangers and burdens of arma-
ments; in which the use of force has been subordinated to the rule
of law; and in which international adjustments to a changing world
are achieved peacefully. In furtherance of that goal, it remains the
policy of the United States to encourage regional arms control and
disarmament agreements and to discourage arms races.

The Congress recognizes, however, that the United States and
other free and independent countries continue to have valid re-
quirements for effective and mutually beneficial defense relation-
ships in order to maintain and foster the environment of inter-
national peace and security essential to social, economic, and polit-
ical progress. Because of the growing cost and complexity of de-
fense equipment, it is increasingly difficult and uneconomic for any
country, particularly a developing country, to fill all of its legiti-
mate defense requirements from its own design and production
base. The need for international defense cooperation among the
United States and those friendly countries to which it is allied by
mutual defense treaties is especially important, since the effective-
ness of their armed forces to act in concert to deter or defeat ag-
gression is directly related to the operational compatibility of their
defense equipment.

Accordingly, it remains the policy of the United States to facili-
tate the common defense by entering into international arrange-
ments with friendly countries which further the objective of apply-
ing agreed resources of each country to programs and projects of

1The word CHAPTER should appear as Chapter per original law.
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cooperative exchange of data, research, development, production,
procurement, and logistics support to achieve specific national de-
fense requirements and objectives of mutual concern. To this end,
this Act authorizes sales by the United States Government to
friendly countries having sufficient wealth to maintain and equip
their own military forces at adequate strength, or to assume pro-
gressively larger shares of the costs thereof, without undue burden
to their economies, in accordance with the restraints and control
measures specified herein and in furtherance of the security objec-
tives of the United States and of the purposes and principles of the
United Nations Charter.

It is the sense of the Congress that all such sales be approved
only when they are consistent with the foreign policy interests of
the United States, the purposes of the foreign assistance program
of the United States as embodied in the Foreign Assistance Act of
1961, as amended, the extent and character of the military require-
ment, and the economic and financial capability of the recipient
country, with particular regard being given, where appropriate, to
proper balance among such sales, grant military assistance, and
economic assistance as well as to the impact of the sales on pro-
grams of social and economic development and on existing or incip-
ient arms races.

It shall be the policy of the United States to exert leadership
in the world community to bring about arrangements for reducing
the international trade in implements of war and to lessen the dan-
ger of outbreak of regional conflict and the burdens of armaments.
United States programs for or procedures governing the export,
sale, and grant of defense articles and defense services to foreign
countries and international organizations shall be administered in
a manner which will carry out this policy.

It is the sense of the Congress that the President should seek
to initiate multilateral discussions for the purpose of reaching
agreements among the principal arms suppliers and arms pur-
chasers and other countries with respect to the control of the inter-
national trade in armaments. It is further the sense of Congress
that the President should work actively with all nations to check
and control the international sale and distribution of conventional
weapons of death and destruction and to encourage regional arms
control arrangements. In furtherance of this policy, the President
should undertake a concerted effort to convene an international
conference of major arms-supplying and arms-purchasing nations
which shall consider measures to limit conventional arms transfers
in the interest of international peace and stability.

It is the sense of the Congress that the aggregate value of de-
fense articles and defense services—

(1) which are sold under section 21 or section 22 of this

Act; or

(2) which are licensed or approved for export under section

38 of this Act to, for the use, or for benefit of the armed forces,

police, intelligence, or other internal security forces of a foreign

country or international organization under a commercial sales

contract;
in any fiscal year should not exceed current levels.

January 9, 2015 As Amended Through P.L. 113-296, Enacted December 19, 2014



FACOMP\FOREIGN\ARMS EXPORT CONTROL ACT.XML

3 ARMS EXPORT CONTROL ACT (P.L. 90-629) Sec. 3

It is the sense of the Congress that the President maintain ad-
herence to a policy of restraint in conventional arms transfers and
that, in implementing this policy worldwide, a balanced approach
should be taken and full regard given to the security interests of
the United States in all regions of the world and that particular
attention should be paid to controlling the flow of conventional
arms to the nations of the developing world. To this end, the Presi-
dent is encouraged to continue discussions with other arms sup-
pliers in order to restrain the flow of conventional arms to less de-
veloped countries.

SECc. 2. [2752] COORDINATION WITH FOREIGN PoLicy.—(a)
Nothing contained in this Act shall be construed to infringe upon
the powers or functions of the Secretary of State.

(b) Under the direction of the President, the Secretary of State
(taking into account other United States activities abroad, such as
military assistance, economic assistance, and food for peace pro-
gram) shall be responsible for the continuous supervision and gen-
eral direction of sales, leases, financing, cooperative projects, and
exports under this Act, including, but not limited to, determining—

(1) whether there will be a sale to or financing for a coun-
try and the amount thereof;

(2) whether there will be a lease to a country;

(3) whether there will be a cooperative project and the
scope thereof; and

(4) whether there will be delivery or other performance
under the sale, lease, cooperative project, or export,

to the end that sales, financing, leases, cooperative projects, and
exports will be integrated with other United States activities and
to the end that the foreign policy of the United States would be
best served thereby.

(c) The President shall prescribe appropriate procedures to as-
sure coordination among representatives of the United States Gov-
ernment in each country, under the leadership of the Chief of the
United States Diplomatic Mission. The Chief of the diplomatic mis-
sion shall make sure that recommendations of such representatives
pertaining to sales are coordinated with political and economic con-
siderations, and his comments shall accompany such recommenda-
tions if he so desires.

SEC. 3. [2753] ELIGIBILITY.—(a) No defense article or defense
service shall be sold or leased by the United States Government
under this Act to any country or international organization, and no
agreement shall be entered into for a cooperative project (as de-
fined in section 27 of this Act), unless—

(1) the President finds that the furnishing of defense arti-
cles and defense services to such country or international orga-
nization will strengthen the security of the United States and
promote world peace;

(2) the country or international organization shall have
agreed not to transfer title to, or possession of, any defense ar-
ticle or related training or other defense service so furnished
to it, or produced in a cooperative project (as defined in section
27 of this Act), to anyone not an officer, employee, or agent of
that country or international organization (or the North Atlan-
tic Treaty Organization or the specific member countries (other
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than the United States) in the case of a cooperative project)

and not to use or permit the use of such article or related

training or other defense service for purposes other than those
for which furnished unless the consent of the President has
first been obtained,;

(3) the country or international organization shall have
agreed that it will maintain the security of such article or serv-
ice and will provide substantially the same degree of security
protection afforded to such article or service by the United
States Government; and

(4) the country or international organization is otherwise
eligible to purchase or lease defense articles or defense serv-
ices.

In considering a request for approval of any transfer of any weap-
on, weapons system, munitions, aircraft, military boat, military
vessel, or other implement of war to another country, the President
shall not give his consent under paragraph (2) to the transfer un-
less the United States itself would transfer the defense article
under consideration to that country. In addition, the President
shall not give his consent under paragraph (2) to the transfer of
any significant defense articles on the United States Munitions List
unless the foreign country requesting consent to transfer agrees to
demilitarize such defense articles prior to transfer, or the proposed
recipient foreign country provides a commitment in writing to the
United States Government that it will not transfer such defense ar-
ticles, if not demilitarized, to any other foreign country or person
without first obtaining the consent of the President. The President
shall promptly submit a report to the Speaker of the House of Rep-
resentatives, the Committee on Foreign Affairs of the House of
Representatives, and to the Committee on Foreign Relations of the
Senate on the implementation of each agreement entered into pur-
suant to clause (2) of this subsection.

(b) The consent of the President under paragraph (2) of sub-
section (a) or under paragraph (1) of section 505(a) of the Foreign
Assistance Act of 1961 (as it relates to subparagraph (B) of such
paragraph) shall not be required for the transfer by a foreign coun-
try or international organization of defense articles sold by the
United States under this Act if a treaty referred to in section
38(G)(1)(C)() of this Act permits such transfer without prior consent
of the President, or if—

(1) such articles constitute components incorporated into
foreign defense articles;

(2) the recipient is the government of a member country of
the North Atlantic Treaty Organization, the Government of
Australia, the Government of Japan, the Government of the
Republic of Korea, the Government of Israel, or the Govern-
ment of New Zealand,;

(3) the recipient is not a country designated under section
620A of the Foreign Assistance Act of 1961,

(4) the United States-origin components are not—

(A) significant military equipment (as defined in sec-

tion 47(9));

(B) defense articles for which notification to Congress
is required under section 36(b); and
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(C) identified by regulation as Missile Technology Con-

trol Regime items; and
(5) the foreign country or international organization pro-
vides notification of the transfer of the defense articles to the

United States Government not later than 30 days after the

date of such transfer.

(e)(1)(A) No credits (including participations in credits) may be
issued and no guaranties may be extended for any foreign country
under this Act as hereinafter provided, if such country uses defense
articles or defense services furnished under this Act, or any prede-
cessor Act, in substantial violation (either in terms of quantities or
in terms of the gravity of the consequences regardless of the quan-
tities involved) of any agreement entered into pursuant to any such
Act (i) by using such articles or services for a purpose not author-
ized under section 4 or, if such agreement provides that such arti-
cles or services may only be used for purposes more limited than
those authorized under section 4 for a purpose not authorized
under such agreement; (ii) by transferring such articles or services
to, or permitting any use of such articles or services by, anyone not
an officer, employee, or agent of the recipient country without the
consent of the President; or (iii) by failing to maintain the security
of such articles or services.

(B) No cash sales or deliveries pursuant to previous sales may
be made with respect to any foreign country under this Act as here-
inafter provided, if such country uses defense articles or defense
services furnished under this Act, or any predecessor Act, in sub-
stantial violation (either in terms of quantity or in terms of the
gravity of the consequences regardless of the quantities involved)
of any agreement entered into pursuant to any such Act by using
such articles or services for a purpose not authorized under section
4 or, if such agreement provides that such articles or services may
only be used for purposes more limited than those authorized
under section 4, for a purpose not authorized under such agree-
ment.

(2) The President shall report to the Congress promptly upon
the receipt of information that a violation described in paragraph
(1) of this subsection may have occurred.

(3)(A) A country shall be deemed to be ineligible under sub-
paragraph (A) of paragraph (1) of this subsection, or both subpara-
graphs (A) and (B) of such paragraph in the case of a violation de-
scribed in both such paragraphs, if the President so determines and
so reports in writing to the Congress, or if the Congress so deter-
mines by joint resolution.

(B) Notwithstanding a determination by the President of ineli-
gibility under subparagraph (B) of paragraph (1) of this subsection,
cash sales and deliveries pursuant to previous sales may be made
if the President certifies in writing to the Congress that a termi-
nation thereof would have significant adverse impact on United
States security, unless the Congress adopts or has adopted a joint
resolution pursuant to subparagraph (A) of this paragraph with re-
spect to such ineligibility.

(4) A country shall remain ineligible in accordance with para-
graph (1) of this subsection until such time as—
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4 (A) the President determines that the violation has ceased;
an
(B) the country concerned has given assurances satisfac-
tory to the President that such violation will not recur.

(d)(1) Subject to paragraph (5), the President may not give his
consent under paragraph (2) of subsection (a) or under the third
sentence of such subsection, or under section 505(a)(1) or 505(a)(4)
of the Foreign Assistance Act of 1961, to a transfer of any major
defense equipment valued (in terms of its original acquisition cost)
at $14,000,000 or more, or any defense article or related training
or other defense service valued (in terms of its original acquisition
cost) at $50,000,000 or more, unless the President submits to the
Speaker of the House of Representatives, the Committee on For-
eign Affairs of the House of Representatives, and the Committee on
Foreign Relations of the Senate a written certification with respect
to such proposed transfer containing—

(A) the name of the country or international organization
proposing to make such transfer,
(B) a description of the article or service proposed to be
transferred, including its acquisition cost,
(C) the name of the proposed recipient of such article or
service,
(D) the reasons for such proposed transfer, and
d(E) the date on which such transfer is proposed to be
made.
Any certification submitted to Congress pursuant to this paragraph
shall be unclassified, except that information regarding the dollar
value and number of articles or services proposed to be transferred
may be classified if public disclosure thereof would be clearly detri-
mental to the security of the United States.

(2)(A) Except as provided in subparagraph (B), unless the
President states in the certification submitted pursuant to para-
graph (1) of this subsection that an emergency exists which re-
quires that consent to the proposed transfer become effective imme-
diately in the national security interests of the United States, such
consent shall not become effective until 30 calendar days after the
date of such submission and such consent shall become effective
then only if the Congress does not enact, within such 30-day pe-
riod, a joint resolution prohibiting the proposed transfer.

(B) In the case of a proposed transfer to the North Atlantic
Treaty Organization, or any member country of such Organization,
Japan, Australia, the Republic of Korea, Israel, or New Zealand,
unless the President states in the certification submitted pursuant
to paragraph (1) of this subsection that an emergency exists which
requires that consent to the proposed transfer become effective im-
mediately in the national security interests of the United States,
such consent shall not become effective until fifteen calendar days
after the date of such submission and such consent shall become
effective then only if the Congress does not enact, within such fif-
teen-day period, a joint resolution prohibiting the proposed trans-
fer.

(C) If the President states in his certification under subpara-
graph (A) or (B) that an emergency exists which requires that con-
sent to the proposed transfer become effective immediately in the
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national security interests of the United States, thus waiving the
requirements of that subparagraph, the President shall set forth in
the certification a detailed justification for his determination, in-
cluding a description of the emergency circumstances which neces-
sitate immediate consent to the transfer and a discussion of the na-
tional security interests involved.

(D)(1) Any joint resolution under this paragraph shall be con-
sidered in the Senate in accordance with the provisions of section
601(b) of the International Security Assistance and Arms Export
Control Act of 1976.

(ii) For the purpose of expediting the consideration and enact-
ment of joint resolutions under this paragraph, a motion to proceed
to the consideration of any such joint resolution after it has been
reported by the appropriate committee shall be treated as highly
privileged in the House of Representatives.

(3)(A) Subject to paragraph (5), the President may not give his
consent to the transfer of any major defense equipment valued (in
terms of its original acquisition cost) at $14,000,000 or more, or of
any defense article or defense service valued (in terms of its origi-
nal acquisition cost) at $50,000,000 or more, the export of which
has been licensed or approved under section 38 of this Act or has
been exempted from the licensing requirements of this Act pursu-
ant to a treaty referred to in section 38(j)(1)(C)(i) of this Act where
such treaty does not authorize the transfer without prior United
States Government approval, unless before giving such consent the
President submits to the Speaker of the House of Representatives,
the Committee on Foreign Affairs of the House of Representatives,
and the Chairman of the Committee on Foreign Relations of the
Senate a certification containing the information specified in sub-
paragraphs (A) through (E) of paragraph (1). Such certification
shall be submitted—

(i) at least 15 calendar days before such consent is given
in the case of a transfer to a country which is a member of the
North Atlantic Treaty Organization or Australia, Japan, the
Republic of Korea, Israel, or New Zealand; and

(ii) at least 30 calendar days before such consent is given
in the case of a transfer to any other country,

unless the President states in his certification that an emergency
exists which requires that consent to the proposed transfer become
effective immediately in the national security interests of the
United States. If the President states in his certification that such
an emergency exists (thus waiving the requirements of clause (i) or
(i1), as the case may be, and of subparagraph (B)) the President
shall set forth in the certification a detailed justification for his de-
termination, including a description of the emergency cir-
cumstances which necessitate that consent to the proposed transfer
become effective immediately and a discussion of the national secu-
rity interests involved.

(B) Consent to a transfer subject to subparagraph (A) shall be-
come effective after the end of the 15-day or 30-day period specified
in subparagraph (A)(i) or (ii), as the case may be, only if the Con-
gress does not enact, within that period, a joint resolution prohib-
iting the proposed transfer.
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(C)d) Any joint resolution under this paragraph shall be con-
sidered in the Senate in accordance with the provisions of section
601(b) of the International Security Assistance and Arms Export
Control Act of 1976.

(ii) For the purpose of expediting the consideration and enact-
ment of joint resolutions under this paragraph, a motion to proceed
to the consideration of any such joint resolution after it has been
reported by the appropriate committee shall be treated as highly
privileged in the House of Representatives.

(4) This subsection shall not apply—

(A) to transfers of maintenance, repair, or overhaul de-
fense services, or of the repair parts or other defense articles
used in furnishing such services, if the transfer will not result
in any increase, relative to the original specifications, in the
military capability of the defense articles and services to be
maintained, repaired, or overhauled,;

(B) to temporary transfers of defense articles for the sole
purpose of receiving maintenance, repair, or overhaul; or

(C) to arrangements among members of the North Atlantic
Treaty Organization or between the North Atlantic Treaty Or-
ganization and any of its member countries—

(i) for cooperative cross servicing, or

(ii) for lead-nation procurement if the -certification
transmitted to the Congress pursuant to section 36(b) of
this Act with regard to such lead-nation procurement iden-
tified the transferees on whose behalf the lead-nation pro-
curement was proposed.

(5) In the case of a transfer to a member country of the North
Atlantic Treaty Organization (NATO) or Australia, Japan, the Re-
public of Korea, Israel, or New Zealand that does not authorize a
new sales territory that includes any country other than such coun-
tries, the limitations on consent of the President set forth in para-
graphs (1) and (3)(A) shall apply only if the transfer is—

(A) a transfer of major defense equipment valued (in terms
of its original acquisition cost) at $25,000,000 or more; or

(B) a transfer of defense articles or defense services valued
(in terms of its original acquisition cost) at $100,000,000 or
more).

(e) If the President receives any information that a transfer of
any defense article, or related training or other defense service, has
been made without his consent as required under this section or
under section 505 of the Foreign Assistance Act of 1961, he shall
report such information immediately to the Speaker of the House
of Representatives, the Committee on Foreign Affairs of the House
of Representatives, and the Committee on Foreign Relations of the
Senate.

(f) No sales or leases shall be made to any country that the
President has determined is in material breach of its binding com-
mitments to the United States under international treaties or
agreements concerning the nonproliferation of nuclear explosive de-
vices (as defined in section 830(4) of the Nuclear Proliferation Pre-
vention Act of 1994) and unsafeguarded special nuclear material
(as defined in section 830(8) of that Act).
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(g) Any agreement for the sale or lease of any article on the
United States Munitions List entered into by the United States
Government after the date of enactment of this subsection shall
state that the United States Government retains the right to verify
credible reports that such article has been used for a purpose not
authorized under section 4 or, if such agreement provides that such
article may only be used for purposes more limited than those au-
thorized under section 4, for a purpose not authorized under such
agreement.

SEC. 4. [2754] PURPOSES FOR WHICH MILITARY SALES BY THE
UNITED STATES ARE AUTHORIZED.—Defense articles and defense
services shall be sold or leased by the United States Government
under this Act to friendly countries solely for internal security, for
legitimate self-defense, for preventing or hindering the proliferation
of weapons of mass destruction and of the means of delivering such
weapons, to permit the recipient country to participate in regional
or collective arrangements or measures consistent with the Charter
of the United Nations, or otherwise to permit the recipient country
to participate in collective measures requested by the United Na-
tions for the purpose of maintaining or restoring international
peace and security, or for the purpose of enabling foreign military
forces in less developed friendly countries to construct public works
and to engage in other activities helpful to the economic and social
development of such friendly countries. It is the sense of the Con-
gress that such foreign military forces should not be maintained or
established solely for civic action activities and that such civic ac-
tion activities not significantly detract from the capability of the
military forces to perform their military missions and be coordi-
nated with and form part of the total economic and social develop-
ment effort: Provided, That none of the funds contained in this au-
thorization shall be used to guarantee, or extend credit, or partici-
pate in an extension of credit in connection with any sale of sophis-
ticated weapons systems, such as missile systems and jet aircraft
for military purposes, to any underdeveloped country other than
Greece, Turkey, Iran, Israel, the Republic of China, the Philippines,
and Korea unless the President determines that such financing is
important to the national security of the United States and reports
within thirty days each such determination to the Congress.

SEC. 5. [2755] PROHIBITION AGAINST DISCRIMINATION.—(a) It
is the policy of the United States that no sales should be made, and
no credits (including participations in credits) or guaranties ex-
tended to or for any foreign country, the laws, regulations, official
policies, or governmental practices of which prevent any United
States person (as defined in section 7701(a)(30) of the Internal Rev-
enue Code of 1954) from participating in the furnishing of defense
articles or defense services under this Act on the basis of race, reli-
gion, national origin, or sex.

(b)(1) No agency performing functions under this Act shall, in
employing or assigning personnel to participate in the performance
of any such function, whether in the United States or abroad, take
into account the exclusionary policies or practices of any foreign
government where such policies or practices are based upon race,
religion, national origin, or sex.
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(2) Each contract entered into by any such agency for the per-
formance of any function under this Act shall contain a provision
to the effect that no person, partnership, corporation, or other enti-
ty performing functions pursuant to such contract, shall, in employ-
ing or assigning personnel to participate in the performance of any
such function, whether in the United States or abroad, take into
account the exclusionary policies or practices of any foreign govern-
ment where such policies or practices are based upon race, religion,
national origin, or sex.

(c) The President shall promptly transmit reports to the Speak-
er of the House of Representatives, the Committee on Foreign Af-
fairs of the House of Representatives, and the chairman of the
Committee on Foreign Relations of the Senate concerning any in-
stance in which any United States person (as defined in section
7701(a)(30) of the Internal Revenue Code of 1954) is prevented by
a foreign government on the basis of race, religion, national origin,
or sex, from participating in the performance of any sale or licensed
transaction under this Act or any import or export under a treaty
referred to in section 38(G)(1)(C)() of this Act. Such reports shall in-
clude (1) a description of the facts and circumstances of any such
discrimination, (2) the response thereto on the part of the United
States or any agency or employee thereof, and (3) the result of such
response, if any.

(d)(1) Upon the request of the Committee on Foreign Relations
of the Senate or the Committee on Foreign Affairs of the House of
Representatives, the President shall, within 60 days after the re-
ceipt of such request, transmit to both such committees a state-
ment, prepared with the assistance of the Secretary of State, with
respect to the country designated in such request, setting forth—

(A) all the available information about the exclusionary
policies or practices of the government of such country when
such policies or practices are based upon race, religion, na-
tional origin or sex and prevent any such person from partici-
pating in the performance of any sale or licensed transaction
under this Act;

(B) the response of the United States thereto and the re-
sults of such response;

(C) whether, in the opinion of the President, notwith-
standing any such policies or practices—

(i) extraordinary circumstances exist which necessitate

a continuation of such sale or licensed transaction, and, if

so, a description of such circumstances and the extent to
which such sale or licensed transaction should be contin-
ued (subject to such conditions as Congress may impose
under this section), and

(ii) on all the facts it is in the national interest of the

United States to continue such sale or licensed trans-

action; and

(D) such other information as such committee may request.

(2) In the event a statement with respect to a sale or licensed
transaction is requested pursuant to paragraph (1) of this sub-
section but is not transmitted in accordance therewith within 60
days after receipt of such request, such sale or licensed transaction
shall be suspended unless and until such statement is transmitted.
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(83)(A) In the event a statement with respect to a sale or li-
censed transaction is transmitted under paragraph (1) of this sub-
section, the Congress may at any time thereafter adopt a joint reso-
lution terminating or restricting such sale or licensed transaction.

(B) Any such resolution shall be considered in the Senate in ac-
cordance with the provisions of section 601(b) of the International
Security Assistance and Arms Export Control Act of 1976.

(C) The term “certification”, as used in section 601 of such Act,
means, for the purposes of this paragraph, a statement transmitted
under paragraph (1) of this subsection.

SEC. 6. [2756] FOREIGN INTIMIDATION AND HARASSMENT OF IN-
DIVIDUALS IN THE UNITED STATES.—No letters of offer may be
issued, no credits or guarantees may be extended, and no export li-
censes may be issued under this Act with respect to any country
determined by the President to be engaged in a consistent pattern
of acts of intimidation or harassment directed against individuals
in the United States. The President shall report any such deter-
mination promptly to the Speaker of the House of Representatives,
the Committee on Foreign Affairs of the House of Representatives,
fénd to the chairman of the Committee on Foreign Relations of the

enate.

CHAPTER 2—FOREIGN MILITARY SALES
AUTHORIZATIONS 2

SEC. 21. [2761]1 SALES FrROM STOCKS.—(a)(1) The President
may sell defense articles and defense services from the stocks of
the Department of Defense and the Coast Guard to any eligible
country or international organization if such country or inter-
national organization agrees to pay in United States dollars—

(A) in the case of a defense article not intended to be re-
placed at the time such agreement is entered into, not less
than the actual value thereof;

(B) in the case of a defense article intended to be replaced
at the time such agreement is entered into, the estimated cost
of replacement of such article, including the contract or produc-
tion costs less any depreciation in the value of such article; or

(C) in the case of the sale of a defense service, the full cost
to the United States Government of furnishing such service,
except that in the case of training sold to a purchaser who is
concurrently receiving assistance under chapter 5 of part II of
the Foreign Assistance Act of 1961, only those additional costs
that are incurred by the United States Government in fur-
nishing such assistance.

(2) For purposes of subparagraph (A) of paragraph (1), the ac-
tual value of a naval vessel of 3,000 tons or less and 20 years or
more of age shall be considered to be not less than the greater of
the scrap value or fair value (including conversion costs) of such
vessel, as determined by the Secretary of Defense.

(b) Except as provided by subsection (d) of this section, pay-
ment shall be made in advance or, if the President determines it
to be in the national interest, upon delivery of the defense article
or rendering of the defense service.

2The word CHAPTER should appear as Chapter per original law.
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(c)(1) Personnel performing defense services sold under this Act
may not perform any duties of a combatant nature, including any
duties related to training and advising that may engage United
States personnel in combat activities, outside the United States in
connection with the performance of those defense services.

(2) Within forty-eight hours of the existence of, or a change in
status of significant hostilities or terrorist acts or a series of such
acts, which may endanger American lives or property, involving a
country in which United States personnel are performing defense
services pursuant to this Act or the Foreign Assistance Act of 1961,
the President shall submit to the Speaker of the House of Rep-
resentatives and to the President pro tempore of the Senate a re-
port, in writing, classified if necessary, setting forth—

(A) the identity of such country;

(B) a description of such hostilities or terrorist acts; and

(C) the number of members of the United States Armed
Forces and the number of United States civilian personnel that
may be endangered by such hostilities or terrorist acts.

(d) If the President determines it to be in the national interest
pursuant to subsection (b) of this section, billings for sales made
under letters of offer issued under this section after the enactment
of this subsection may be dated and issued upon delivery of the de-
fense article or rendering of the defense service and shall be due
and payable upon receipt thereof by the purchasing country or
international organization. Interest shall be charged on any net
amount due and payable which is not paid within sixty days after
the date of such billing. The rate of interest charged shall be a rate
not less than a rate determined by the Secretary of the Treasury
taking into consideration the current average market yield on out-
standing short-term obligations of the United States as of the last
day of the month preceding the billing and shall be computed from
the date of billing. The President may extend such sixty-day period
to one hundred and twenty days if he determines that emergency
requirements of the purchaser for acquisition of such defense arti-
cles or defense services exceed the ready availability to the pur-
chaser of funds sufficient to pay the United States in full for them
within such sixty-day period and submits that determination to the
Congress together with a special emergency request for the author-
ization and appropriation of additional funds to finance such pur-
chases under this Act.

(e)(1) After September 30, 1976, letters of offer for the sale of
defense articles or for the sale of defense services that are issued
pursuant to this section or pursuant to section 22 of this Act shall
include appropriate charges for—

(A) administrative services, calculated on an average per-
centage basis to recover the full estimated costs (excluding a
pro rata share of fixed base operations costs) of administration
of sales made under this Act to all purchasers of such articles
and services as specified in section 43(b) and section 43(c) of
this Act;

(B) a proportionate amount of any nonrecurring costs of re-
search, development, and production of major defense equip-
ment (except for equipment wholly paid for either from funds
transferred under section 503(a)(3) of the Foreign Assistance
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Act of 1961 or from funds made available on a nonrepayable

basis under section 23 of this Act); and

(C) the recovery of ordinary inventory losses associated
with the sale from stock of defense articles that are being
stored at the expense of the purchaser of such articles.

(2)(A) The President may reduce or waive the charge or
charges which would otherwise be considered appropriate under
paragraph (1)(B) for particular sales that would, if made, signifi-
cantly advance United States Government Arms Export interests
in North Atlantic Treaty Organization standardization, standard-
ization with the Armed Forces of Japan, Australia, the Republic of
Korea, Israel, or New Zealand in furtherance of the mutual defense
treaties between the United States and those countries, or foreign
procurement in the United States under coproduction arrange-
ments.

(B) The President may waive the charge or charges which
would otherwise be considered appropriate under paragraph (1)(B)
for a particular sale if the President determines that—

(i) imposition of the charge or charges likely would result
in the loss of the sale; or

(i1) in the case of a sale of major defense equipment that
is also being procured for the use of the Armed Forces, the
waiver of the charge or charges would (through a resulting in-
crease in the total quantity of the equipment purchased from
the source of the equipment that causes a reduction in the unit
cost of the equipment) result in a savings to the United States
on the cost of the equipment procured for the use of the Armed
Forces that substantially offsets the revenue foregone by rea-
son of the waiver of the charge or charges.

(C) The President may waive, for particular sales of major de-
fense equipment, any increase in a charge or charges previously
considered appropriate under paragraph (1)(B) if the increase re-
sults from a correction of an estimate (reasonable when made) of
the production quantity base that was used for calculating the
charge or charges for purposes of such paragraph.

(3)(A) The President may waive the charges for administrative
services that would otherwise be required by paragraph (1)(A) in
connection with any sale to the North Atlantic Treaty Organization
(?IATO) Support Organization and its executive agencies in support
O R—

(i) a support partnership agreement; or

(i1)) a NATO/SHAPE project.

(B) The Secretary of Defense may reimburse the fund estab-
lished to carry out section 43(b) of this Act in the amount of the
charges waived under subparagraph (A) of this paragraph. Any
such reimbursement may be made from any funds available to the
Department of Defense.

(C) As used in this paragraph—

(i) the term “weapon system partnership agreement”
means an agreement between two or more member countries
of the North Atlantic Treaty Organization (NATO) Support Or-
ganization and its executive agencies that—

(I) is entered into pursuant to the terms of the charter
of that organization; and
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(IT) is for the common logistic support of activities
common to the participating countries; and

(i) the term “NATO/SHAPE project” means a common-
funded project supported by allocated credits from North At-
lantic Treaty Organization bodies or by host nations with
NATO Infrastructure funds.

(f) Any contracts entered into between the United States and
a foreign country under the authority of this section or section 22
of this Act shall be prepared in a manner which will permit them
to be made available for public inspection to the fullest extent pos-
sible consistent with the national security of the United States.

(g) The President may enter into North Atlantic Treaty Orga-
nization standardization agreements in carrying out section 814 of
the Act of October 7, 1975 (Public Law 94-106), and may enter into
similar agreements with countries which are major non-NATO al-
lies, for the cooperative furnishing of training on a bilateral or mul-
tilateral basis, if the financial principles of such agreements are
based on reciprocity. Such agreements shall include reimbursement
for all direct costs but may exclude reimbursement for indirect
costs, administrative surcharges, and costs of billeting of trainees
(except to the extent that members of the United States Armed
Forces occupying comparable accommodations are charged for such
accommodations by the United States). Each such agreement shall
be transmitted promptly to the Speaker of the House of Represent-
atives, the Committee on Foreign Affairs of the House of Rep-
resentatives, and the Committees on Appropriations, Armed Serv-
ices, and Foreign Relations of the Senate.

(h)(1) The President is authorized to provide (without charge)
quality assurance, inspection, contract administration services, and
contract audit defense services under this section—

(A) in connection with the placement or administration of
any contract or subcontract for defense articles, defense serv-
ices, or design and construction services entered into after the
date of enactment of this subsection by, or under this Act on
behalf of, a foreign government which is a member of the
North Atlantic Treaty Organization or the Governments of
Australia, New Zealand, Japan, the Republic of Korea, or
Israel, if such government provides such services in accordance
with an agreement on a reciprocal basis, without charge, to the
United States Government; or

(B) in connection with the placement or administration of
any contract or subcontract for defense articles, defense serv-
ices, or design and construction services pursuant to the North
Atlantic Treaty Organization Security Investment program in
accordance with an agreement under which the foreign govern-
ments participating in such program provide such services,
without charge, in connection with similar contracts or sub-
contracts.

(2) In carrying out the objectives of this section, the President
is authorized to provide cataloging data and cataloging services,
without charge, to the North Atlantic Treaty Organization, to any
member government of that Organization, or to the Governments
of the Republic of Korea, Australia, New Zealand, Japan, or Israel
if that Organization, member government, or the Governments of
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the Republic of Korea, Australia, New Zealand, Japan, or Israel
provides such data and services in accordance with an agreement
on a reciprocal basis, without charge, to the United States Govern-
ment.

(i)(1) Sales of defense articles and defense services which could
have significant adverse effect on the combat readiness of the
Armed Forces of the United States shall be kept to an absolute
minimum. The President shall transmit to the Speaker of the
House of Representatives, the Committees on Foreign Affairs and
Armed Services of the House of Representatives, and the Commit-
tees on Armed Services and Foreign Relations of the Senate on the
same day a written statement giving a complete explanation with
respect to any proposal to sell, under this section or under author-
ity of chapter 2B, any defense articles or defense services if such
sale could have a significant adverse effect on the combat readiness
of the Armed Forces of the United States. Each such statement
shall be unclassified except to the extent that public disclosure of
any item of information contained therein would be clearly detri-
mental to the security of the United States. Any necessarily classi-
fied information shall be confined to a supplemental report. Each
such statement shall include an explanation relating to only one
such proposal to sell and shall set forth—

(A) the country or international organization to which the
sale is proposed to be made;

(B) the amount of the proposed sale;

(C) a description of the defense article or service proposed
to be sold;

(D) a full description of the impact which the proposed sale
will have on the Armed Forces of the United States; and

(E) a justification for such proposed sale, including a cer-
tification that such sale is important to the security of the
United States.

A certification described in subparagraph (E) shall take effect on
the date on which such certification is transmitted and shall re-
main in effect for not to exceed one year.

(2) No delivery may be made under any sale which is required
to be reported under paragraph (1) of this subsection unless the
certification required to be transmitted by paragraph (E) of para-
graph (1) is in effect.

(j) [Repealed—P.L. 104-1061

(k) Before entering into the sale under this Act of defense arti-
cles that are excess to the stocks of the Department of Defense, the
President shall determine that the sale of such articles will not
have an adverse impact on the national technology and industrial
base and, particularly, will not reduce the opportunities of entities
in the national technology and industrial base to sell new or used
equipment to the countries to which such articles are transferred.

(1) REPAIR OF DEFENSE ARTICLES.—

(1) IN GENERAL.—The President may acquire a repairable
defense article from a foreign country or international organi-
zation if such defense article—

(A) previously was transferred to such country or orga-
nization under this Act;
(B) is not an end item; and
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(C) will be exchanged for a defense article of the same
type that is in the stocks of the Department of Defense.

(2) LIMITATION.—The President may exercise the authority
provided in paragraph (1) only to the extent that the Depart-
ment of Defense—

(A)d) has a requirement for the defense article being
returned; and

(i1) has available sufficient funds authorized and ap-
propriated for such purpose; or

(B)(d) is accepting the return of the defense article for
subsequent transfer to another foreign government or
international organization pursuant to a letter of offer and
acceptance implemented in accordance with this Act; and

(i1) has available sufficient funds provided by or on be-
half of such other foreign government or international or-

ganization pursuant to a letter of offer and acceptance im-

plemented in accordance with this Act.

(3) REQUIREMENT.—(A) The foreign government or inter-
national organization receiving a new or repaired defense arti-
cle in exchange for a repairable defense article pursuant to
paragraph (1) shall, upon the acceptance by the United States
Government of the repairable defense article being returned,
be charged the total cost associated with the repair and re-
placement transaction.

(B) The total cost charged pursuant to subparagraph (A)
shall be the same as that charged the United States Armed
Forces for a similar repair and replacement transaction, plus
an administrative surcharge in accordance with subsection
(e)(1)(A) of this section.

(4) RELATIONSHIP TO CERTAIN OTHER PROVISIONS OF LAW.—
The authority of the President to accept the return of a repair-
able defense article as provided in subsection (a) shall not be
subject to chapter 137 of title 10, United States Code, or any
other provision of law relating to the conclusion of contracts.
(m) RETURN OF DEFENSE ARTICLES.—

(1) IN GENERAL.—The President may accept the return of
a defense article from a foreign country or international orga-
nization if such defense article—

(A) previously was transferred to such country or orga-
nization under this Act;

(B) is not significant military equipment (as defined in
section 47(9) of this Act); and

(C) is in fully functioning condition without need of re-
pair or rehabilitation.

(2) LIMITATION.—The President may exercise the authority
provided in paragraph (1) only to the extent that the Depart-
ment of Defense—

(A)1) has a requirement for the defense article being
returned; and
(i) has available sufficient funds authorized and ap-
propriated for such purpose; or
(B)() is accepting the return of the defense article for
subsequent transfer to another foreign government or
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international organization pursuant to a letter of offer and
acceptance implemented in accordance with this Act; and

(i1) has available sufficient funds provided by or on be-
half of such other foreign government or international or-

ganization pursuant to a letter of offer and acceptance im-

plemented in accordance with this Act.

(3) CREDIT FOR TRANSACTION.—Upon acquisition and ac-
ceptance by the United States Government of a defense article
under paragraph (1), the appropriate Foreign Military Sales
account of the provider shall be credited to reflect the trans-
action.

(4) RELATIONSHIP TO CERTAIN OTHER PROVISIONS OF LAW.—
The authority of the President to accept the return of a defense
article as provided in paragraph (1) shall not be subject to
chapter 137 of title 10, United States Code, or any other provi-
sion of law relating to the conclusion of contracts.

SEC. 22. [2762] PROCUREMENT FOR CASH SALES.—(a) Except
as otherwise provided in this section, the President may, without
requirement for charge to any appropriation or contract authoriza-
tion otherwise provided, enter into contracts for the procurement of
defense articles or defense services for sale for United States dol-
lars to any foreign country or international organization if such
country or international organization provides the United States
Government with a dependable undertaking (1) to pay the full
amount of such contract which will assure the United States Gov-
ernment against any loss on the contract, and (2) to make funds
available in such amounts and at such times as may be required
to meet the payments required by the contract and any damages
and costs that may accrue from the cancellation of such contract,
in advance of the time such payments, damages, or costs are due.
Interest shall be charged on any net amount by which any such
country or international organization is in arrears under all of its
outstanding unliquidated dependable undertakings, considered col-
lectively. The rate of interest charged shall be a rate not less than
a rate determined by the Secretary of the Treasury taking into con-
sideration the current average market yield on outstanding short-
term obligations of the United States as of the last day of the
month preceding the net arrearage and shall be computed from the
date of net arrearage.

(b) The President may, if he determines it to be in the national
interest, issue letters of offer under this section which provide for
billing upon delivery of the defense article or rendering of the de-
fense service and for payment within one hundred and twenty days
after the date of billing. This authority may be exercised, however,
only if the President also determines that the emergency require-
ments of the purchaser for acquisition of such defense articles and
services exceed the ready availability to the purchaser of funds suf-
ficient to make payments on a dependable undertaking basis and
submits both determinations to the Congress together with a spe-
cial emergency request for authorization and appropriation of addi-
tional funds to finance such purchases under this Act. Appropria-
tions available to the Department of Defense may be used to meet
the payments required by the contracts for the procurement of de-
fense articles and defense services and shall be reimbursed by the
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amounts subsequently received from the country or international
organization to whom articles or services are sold.

(c) The provisions of the Renegotiation Act of 1951 do not apply
to procurement contracts, heretofore or hereafter entered into
under this section, section 29, or predecessor provisions of law.

(d) COMPETITIVE PRICING.—(1) Procurement contracts made in
implementation of sales under this section for defense articles and
defense services wholly paid for from funds made available on a
nonrepayable basis shall be priced on the same costing basis with
regard to profit, overhead, independent research and development,
bid and proposal, and other costing elements, as is applicable to
procurements of like items purchased by the Department of De-
fense for its own use.

(2) Direct costs associated with meeting additional or unique
requirements of the purchaser shall be allowable under contracts
described in paragraph (1). Loadings applicable to such direct costs
shall be permitted at the same rates applicable to procurement of
like items purchased by the Department of Defense for its own use.

SEc. 23. [2763] CREDIT SALES.—(a) The President is author-
ized to finance the procurement of defense articles, defense serv-
ices, and design and construction services by friendly foreign coun-
tries and international organizations, on such terms and conditions
as he may determine consistent with the requirements of this sec-
tion. Notwithstanding any other provision of law, and subject to the
regular notification requirements of the Committees on Appropria-
tions, the authority of this section may be used to provide financing
to Israel and Egypt for the procurement by leasing (including leas-
ing with an option to purchase) of defense articles from United
States commercial suppliers, not including Major Defense Equip-
ment (other than helicopters and other types of aircraft having pos-
sible civilian application), if the President determines that there
are compelling foreign policy or national security reasons for those
defense articles being provided by commercial lease rather than by
government-to-government sale under this Act.

(b) The President shall require repayment in United States
dollars within a period not to exceed twelve years after the loan
agreement with the country or international organization is signed
on behalf of the United States Government, unless a longer period
is specifically authorized by statute for that country or inter-
national organization.

(c)(1) The President shall charge interest under this section at
such rate as he may determine, except that such rate may not be
less than 5 percent per year.

(2) For purposes of financing provided under this section—

(A) the term “concessional rate of interest” means any rate
of interest which is less than market rates of interest; and

(B) the term “market rate of interest” means any rate of
interest which is equal to or greater than the current average
interest rate (as of the last day of the month preceding the fi-
nancing of the procurement under this section) that the United

States Government pays on outstanding marketable obliga-

tions of comparable maturity.

(d) References in any law to credits extended under this section
shall be deemed to include reference to participations in credits.
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(e)(1) Funds made available to carry out this section may be
used by a foreign country to make payments of principal and inter-
est which it owes to the United States Government on account of
credits previously extended under this section or loans previously
guaranteed under section 24, subject to paragraph (2).

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

(f) For each fiscal year, the Secretary of Defense, as requested
by the Director of the Defense Security Assistance Agency, shall
conduct audits on a nonreimbursable basis of private firms that
have entered into contracts with foreign governments under which
defense articles, defense services, or design and construction serv-
ices are to be procured by such firms for such governments from
financing under this section.

(g)(1) For each country and international organization that has
been approved for cash flow financing under this section, any letter
of offer and acceptance or other purchase agreement, or any
amendment thereto, for a procurement of defense articles, defense
services, or design and construction services in excess of
$100,000,000 that is to be financed in whole or in part with funds
made available under this Act or the Foreign Assistance Act of
1961 shall be submitted to the congressional committees specified
in section 634A(a) of the Foreign Assistance Act of 1961 in accord-
ance with the procedures applicable to reprogramming notifications
under that section.

(2) For purposes of this subsection, the term “cash flow financ-
ing” has the meaning given such term in subsection (d) of section
25, as added by section 112(b) of Public Law 99-83.

(h) Of the amounts made available for a fiscal year to carry out
this section, not more than $100,000,000 for such fiscal year may
be made available for countries other than Israel and Egypt for the
purpose of financing the procurement of defense articles, defense
services, and design and construction services that are not sold by
the United States Government under this Act.

SEC. 24. [2764] GUARANTIES.—(a) The President may guar-
antee any individual, corporation, partnership, or other juridical
entity doing business in the United States (excluding United States
Government agencies other than the Federal Financing Bank)
against political and credit risks of nonpayment arising out of their
financing of credit sales of defense articles, defense services, and
design and construction services to friendly countries and inter-
national organizations. Fees shall be charged for such guaranties.

(b) The President may sell to any individual, corporation, part-
nership, or other juridical entity (excluding United States Govern-
ment agencies other than the Federal Financing Bank) promissory
notes issued by friendly countries and international organizations
as evidence of their obligations to make repayments to the United
States on account of credit sales financed under section 23, and
may guarantee payment thereof.

(c) Funds obligated under this section before the date of enact-
ment of the International Security and Development Cooperation
Act of 1980 which constitute a single reserve for the payment of
claims under guaranties issued under this section shall remain
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available for expenditure for the purposes of this section on and
after that date. That single reserve may, on and after the date of
enactment of the International Security and Development Coopera-
tion Act of 1985, be referred to as the “Guaranty Reserve Fund.”
Funds provided for necessary expenses to carry out the provisions
of section 23 of the Arms Export Control Act and of section 503 of
the Foreign Assistance Act of 1961, as amended, may be used to
pay claims on the Guaranty Reserve Fund to the extent that funds
in the Guaranty Reserve Fund are inadequate for that purpose. For
purposes of any provision in this Act or any other Act relating to
a prohibition or limitation on the availability of funds under this
Act, whenever a guaranty is issued under this section, the principal
amount of the loan so guaranteed shall be deemed to be funds
made available for use under this Act. Any guaranties issued here-
under shall be backed by the full faith and credit of the United
States.

SEC. 25. [2765] ANNUAL ESTIMATE AND JUSTIFICATION FOR
SALES PROGRAM.—(a) Except as provided in subsection (d) of this
section, no later than February 1 of each year, the President shall
transmit to the appropriate congressional committees, as a part of
the annual presentation materials for security assistance programs
proposed for the next fiscal year, a report which sets forth—

(1) an Arms Sales Proposal covering all sales and licensed
commercial exports under this Act, as well as exports pursuant
to a treaty referred to in section 38()(1)(C)(i) of this Act, of
major weapons or weapons-related defense equipment for
$7,000,000 or more, or of any other weapons or weapons-re-
lated defense equipment for $25,000,000 or more, which are
considered eligible for approval during the current calendar
year, together with an indication of which sales and licensed
commercial exports are deemed most likely actually to result
in the issuance of a letter of offer or of an export license during
such year;

(2) an estimate of the total amount of sales and licensed
commercial exports, as well as exports pursuant to a treaty re-
ferred to in section 38(G)(1)(C)(i) of this Act, expected to be
made to each foreign nation from the United States;

(3) the United States national security considerations in-
volved in expected sales or licensed commercial exports to each
country, an analysis of the relationship between anticipated
sales to each country and arms control efforts concerning such
country and an analysis of the impact of such anticipated sales
on the stability of the region that includes such country;

(4) an estimate with regard to the international volume of
arms traffic to and from nations purchasing arms as set forth
in paragraphs (1) and (2) of this subsection, together with best
estimates of the sale and delivery of weapons and weapons-re-
lated defense equipment by all major arms suppliers to all
major recipient countries during the preceding fiscal year;

(5)(A) an estimate of the aggregate dollar value and quan-
tity of defense articles and defense services, military education
and training, grant military assistance, and credits and guar-
antees, to be furnished by the United States to each foreign
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cou(lintry and international organization in the next fiscal year;
an

(B) for each country that is proposed to be furnished cred-
its or guaranties under this Act in the next fiscal year and that
has been approved for cash flow financing (as defined in sub-
section (d) of this section) in excess of $100,000,000 as of Octo-
ber 1 of the current fiscal year—

(i) the amount of such approved cash flow financing,

(ii) a description of administrative ceilings and con-
trols applied, and

(ii1) a description of the financial resources otherwise
available to such country to pay such approved cash flow
financing;

(6) an analysis and description of the services performed
during the preceding fiscal year by officers and employees of
the United States Government carrying out functions on a full-
time basis under this Act for which reimbursement is provided
under section 43(b) or section 21(a) of this Act, including the
number of personnel involved in performing such services;

(7) the total amount of funds in the reserve under section
24(c) at the end of the fiscal year immediately preceding the
fiscal year in which a report under this section is made, to-
gether with an assessment of the adequacy of such total
amount of funds as a reserve for the payment of claims under
guaranties issued pursuant to section 24 in view of the current
debt servicing capacity of borrowing countries, as reported to
the Congress pursuant to section 634(a)(5) of the Foreign As-
sistance Act of 1961;

(8) a list of all countries with respect to which findings
made by the President pursuant to section 3(a)(1) of this Act
are in effect on the date of such transmission;

(9) the progress made under the program of the Republic
of Korea to modernize its armed forces, the role of the United
States in mutual security efforts in the Republic of Korea and
the military balance between the People’s Republic of Korea
and the Republic of Korea;

(10) the amount and nature of Soviet military assistance
to the armed forces of Cuba during the preceding fiscal year
and the military capabilities of those armed forces;

(11) the status of each loan and each contract of guaranty
or insurance theretofore made under the Foreign Assistance
Act of 1961, predecessor Acts, or any Act authorizing inter-
national security assistance, with respect to which there re-
mains outstanding any unpaid obligation or potential liability;
the status of each extension of credit for the procurement of de-
fense articles or defense services, and of each contract of guar-
anty in connection with any such procurement, theretofore
made under the Arms Export Control Act with respect to
which there remains outstanding any unpaid obligation or po-
tential liability;

(12)(A) a detailed accounting of all articles, services, cred-
its, guarantees, or any other form of assistance furnished by
the United States to each country and international organiza-
tion, including payments to the United Nations, during the
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preceding fiscal year for the detection and clearance of land-

mines, including activities relating to the furnishing of edu-

cation, training, and technical assistance for the detection and
clearance of landmines; and

(B) for each provision of law making funds available or au-
thorizing appropriations for demining activities described in
subparagraph (A), an analysis and description of the objectives
and activities undertaken during the preceding fiscal year, in-
cluding the number of personnel involved in performing such
activities;

(13) a list of weapons systems that are significant military
equipment (as defined in section 47(9) of this Act), and num-
bers thereof, that are believed likely to become available for
transfer as excess defense articles during the next 12 months;
and

(14) such other information as the President may deem
necessary.

(b) Not later than thirty days following the receipt of a request
made by any of the congressional committees described in sub-
section (e) for additional information with respect to any informa-
tion submitted pursuant to subsection (a), the President shall sub-
mit such information to such committee.

(c) The President shall make every effort to submit all of the
information required by subsection (a) or (b) wholly in unclassified
form. Whenever the President submits any such information in
classified form, he shall submit such classified information in an
addendum and shall also submit simultaneously a detailed sum-
mary, in unclassified form, of such classified information.

(d) The information required by subsection (a)(4) of this section
shall be transmitted to the Congress no later than April 1 of each
year.

(d)2 For the purposes of subsection (a)(5)(B) of this section, the
term “cash flow financing” means the dollar amount of the dif-
ference between the total estimated price of a Letter of Offer and
Acceptance or other purchase agreement that has been approved
for financing under this Act or under section 503(a)(3) of the For-
eign Assistance Act of 1961 and the amount of the financing that
has been approved therefor;

(e)* As used in this section, the term “appropriate congres-
sional committees” means the Committee on Foreign Relations and
the Committee on Appropriations of the Senate and the Committee
on Foreign Affairs and the Committee on Appropriations of the
House of Representatives.

SEC. 26. [2766] SECURITY ASSISTANCE SURVEYS.—(a) The Con-
gress finds that surveys prepared by the United States for foreign
countries have had a significant impact on subsequent military pro-
curement decisions of those countries. It is the policy of the United
States that the results of security assistance surveys conducted by

3 Subsection (d) was added to the end of section 25 by section 112(b) of the International Secu-
rity and Development Cooperation Act of 1985 (Public Law 99-83; 99 Stat. 198). It should prob-
ably end with a period instead of a semicolon.

4Section 519(3) of Public Law 105-118 amends section 25 of the Arms Export Control Act “by
adding the following subsection:” a new subsection (e) (shown above). The amendment probably
should have stated “by adding at the end the following subsection”.
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the United States clearly do not represent a commitment by the
United States to provide any military equipment to any foreign
country. Further, recommendations in such surveys should be con-
sistent with the arms export control policy provided for in this Act.

(b) As part of the quarterly report required by section 36(a) of
this Act, the President shall include a list of all security assistance
surveys authorized during the preceding calendar quarter, speci-
fying the country with respect to which the survey was or will be
conducted, the purpose of the survey, and the number of United
States Government personnel who participated or will participate
in the survey.

(c) Upon a request of the chairman of the Committee on For-
eign Affairs of the House of Representatives or the chairman of the
Committee on Foreign Relations of the Senate, the President shall
submit to that committee copies of security assistance surveys con-
ducted by United States Government personnel.

(d) As used in this section, the term “security assistance sur-
veys” means any survey or study conducted in a foreign country by
United States Government personnel for the purpose of assessing
the needs of that country for security assistance, and includes de-
fense requirement surveys, site surveys, general surveys or studies,
and engineering assessment surveys.

SEC. 27. [2767]1 AUTHORITY OF PRESIDENT TO ENTER INTO CO-
OPERATIVE PROJECTS WITH FRIENDLY FOREIGN COUNTRIES.—(a) The
President may enter into a cooperative project agreement with the
North Atlantic Treaty Organization or with one or more member
countries of that Organization.

(b) As used in this section—

(1) the term “cooperative project” in the case of an agree-
ment with the North Atlantic Treaty Organization or with one
or more member countries of that Organization, means a joint-
ly managed arrangement, described in a written agreement
among the parties, which is undertaken in order to further the
objectives of standardization, rationalization, and interoper-
ability of the armed forces of North Atlantic Treaty Organiza-
tion member countries forces and which provides—

(A) for one or more of the other participants to share
with the United States the costs of research on and devel-
opment, testing, evaluation, or joint production (including
follow-on support) of certain defense articles;

(B) for concurrent production in the United States and
in another member country of a defense article jointly de-
veloped in accordance with subparagraph (A); or

(C) for procurement by the United States of a defense
article or defense service from another member country or
for procurement by the United States of munitions from
the North Atlantic Treaty Organization or a subsidiary of
such organization;

(2) the term “cooperative project”, in the case of an agree-
ment entered into under subsection (j), means a jointly man-
aged arrangement, described in a written agreement among
the parties, which is undertaken in order to enhance the ongo-
ing multinational effort of the participants to improve the con-
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ventional defense capabilities of the participants and which

provides—

(A) for one or more of the other participants to share
with the United States the costs of research on and devel-
opment, testing, evaluation, or joint production (including
follow-on support) of certain defense articles;

(B) for concurrent production in the United States and
in the country of another participant of a defense article
jointly developed in accordance with subparagraph (A); or

(C) for procurement by the United States of a defense
article or defense service from another participant to the
agreement; and
(3) the term “other participant” means a participant in a

cooperative project other than the United States.

(c) Each agreement for a cooperative project shall provide that
the United States and each of the other participants will contribute
to the cooperative project its equitable share of the full cost of such
cooperative project and will receive an equitable share of the re-
sults of such cooperative project. The full costs of such cooperative
project shall include overhead costs, administrative costs, and costs
of claims. The United States and the other participants may con-
tribute their equitable shares of the full cost of such cooperative
project in funds or in defense articles or defense services needed for
such cooperative project. Military assistance and financing received
from the United States Government may not be used by any other
participant to provide its share of the cost of such cooperative
project. Such agreements shall provide that no requirement shall
be imposed by a participant for worksharing or other industrial or
commercial compensation in connection with such agreement that
is not in accordance with such agreement.

(d) The President may enter into contracts or incur other obli-
gations for a cooperative project on behalf of the other participants,
without charge to any appropriation or contract authorization, if
each of the other participants in the cooperative project agrees (1)
to pay its equitable share of the contract or other obligation, and
(2) to make such funds available in such amounts and at such
times as may be required by the contract or other obligation and
to pay any damages and costs that may accrue from the perform-
ance of or cancellation of the contract or other obligation in ad-
vance of the time such payments, damages, or costs are due.

(e)(1) For those cooperative projects entered into on or after the
effective date of the International Security and Development Co-
operation Act of 1985, the President may reduce or waive the
charge or charges which would otherwise be considered appropriate
under section 21(e) of this Act in connection with sales under sec-
tions 21 and 22 of this Act when such sales are made as part of
such cooperative project, if the other participants agree to reduce
or waive corresponding charges.

(2) Notwithstanding provisions of section 21(e)(1)(A) and sec-
tion 43(b) of this Act, administrative surcharges shall not be in-
creased on other sales made under this Act in order to compensate
for reductions or waivers of such surcharges under this section.
Funds received pursuant to such other sales shall not be available
to reimburse the costs incurred by the United States Government
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for which reduction or waiver is approved by the President under
this section.

(f) Not less than 30 days before a cooperative project agree-
ment is signed on behalf of the United States, the President shall
transmit to the Speaker of the House of Representatives, the Com-
mittee on Foreign Affairs of the House of Representatives, the
chairman of the Committee on Foreign Relations of the Senate, and
the chairman of the Committee on Armed Services of the Senate,
a numbered certification with respect to such proposed agreement,
setting forth—

(1) a detailed description of the cooperative project with re-
spect to which the certification is made;

(2) an estimate of the quantity of the defense articles ex-
pected to be produced in furtherance of such cooperative
project;

(3) an estimate of the full cost of the cooperative project,
with an estimate of the part of the full cost to be incurred by
the United States Government, including an estimate of the
costs as a result of waivers of section 21(e)(1)(A) and 43(b) of
this Act, for its participation in such cooperative project and an
estimate of that part of the full costs to be incurred by the
other participants;

(4) an estimate of the dollar value of the funds to be con-
tributed by the United States and each of the other partici-
pants on behalf of such cooperative project;

(5) a description of the defense articles and defense serv-
ices expected to be contributed by the United States and each
of the other participants on behalf of such cooperative project;

(6) a statement of the foreign policy and national security
benefits anticipated to be derived from such cooperative
project; and

(7) to the extent known, whether it is likely that prime
contracts will be awarded to particular prime contractors or
that subcontracts will be awarded to particular subcontractors
to comply with the proposed agreement.

(g) In the case of a cooperative project with a North Atlantic
Treaty Organization country, section 36(b) of this Act shall not
apply to sales made under section 21 or 22 of this Act and to pro-
duction and exports made pursuant to cooperative projects under
this section, and section 36(c) of this Act shall not apply to the
issuance of licenses or other approvals under section 38 of this Act,
if such sales are made, such production and exports ensue, or such
licenses or approvals are issued, as part of a cooperative project.

(h) The authority under this section is in addition to the au-
thority under sections 21 and 22 of this Act and under any other
provision of law.

(i)(1) With the approval of the Secretary of State and the Sec-
retary of Defense, a cooperative agreement which was entered into
by the United States before the effective date of the amendment to
this section made by the International Security and Development
Cooperation Act of 1985 and which meets the requirements of this
section as so amended may be treated on and after such date as
having been made under this section as so amended.

January 9, 2015 As Amended Through P.L. 113-296, Enacted December 19, 2014



FACOMP\FOREIGN\ARMS EXPORT CONTROL ACT.XML

Sec. 28 ARMS EXPORT CONTROL ACT (P.L. 90-629) 26

(2) Notwithstanding the amendment made to this section made
by the International Security and Development Cooperation Act of
1985, projects entered into under the authority of this section be-
fore the effective date of that amendment may be carried through
to conclusion in accordance with the terms of this section as in ef-
fect immediately before the effective date of that amendment.

(j)(1) The President may enter into a cooperative project agree-
ment with any friendly foreign country not a member of the North
Atlantic Treaty Organization under the same general terms and
conditions as the President is authorized to enter into such an
agreement with one or more member countries of the North Atlan-
tic Treaty Organization if the President determines that the coop-
erative project agreement with such country would be in the for-
eign policy or national security interests of the United States.

(2) Not later than January 1 of each year, the President shall
submit to the Committees on Armed Services and Foreign Rela-
tions of the Senate and to the Committees on Armed Services and
Foreign Affairs of the House of Representatives a report specifying
(A) the countries eligible for participation in such a cooperative
project agreement under this subsection, and (B) the criteria used
to determine the eligibility of such countries.

[SEC. 28. REPORTS ON PRICE AND AVAILABLILITY ESTIMATES.—
Repealed—Section 1064(a) of Public Law 104-106; 110 Stat. 445]

Chapter 2A—Foreign Military Construction Sales

SEC. 29. [2769] FOREIGN MILITARY CONSTRUCTION SALES.—
The President may sell design and construction services to any eli-
gible foreign country or international organization if such country
or international organization agrees to pay in United States dollars
not less than the full cost to the United States Government of fur-
nishing such services. Payment shall be made to the United States
Government in advance of the performance of such services by offi-
cers or employees of the United States Government. The President
may, without requirement for charge to any appropriation or con-
tract authorization otherwise provided, enter into contracts for the
procurement of design and construction services for sale under this
section if such country or international organization provides the
United States Government with a dependable undertaking (1) to
pay the full amount of such contract which will assure the United
States Government against any loss on the contract, and (2) to
make funds available in such amounts and at such time as may be
required to meet the payments required by the contract and any
damages and costs that may accrue from the cancellation of such
contract, in advance of the time such payments, damages, or costs
are due.

CHAPTER 2B—SALES TO UNITED STATES COMPANIES
FOR INCORPORATION INTO END ITEMS 5

SEC. 30. [2770] GENERAL AUTHORITY.—(a) Subject to the con-
ditions specified in subsection (b) of this section, the President
may, on a negotiated contract basis, under cash terms (1) sell de-

5The word CHAPTER should appear as Chapter per original law.
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fense articles at not less than their estimated replacement cost (or
actual cost in the case of services), or (2) procure or manufacture
and sell defense articles at not less than their contract or manufac-
turing cost to the United States Government, to any United States
company for incorporation into end items (and for concurrent or fol-
low-on support) to be sold by such a company either (i) on a direct
commercial basis to a friendly foreign country or international or-
ganization pursuant to an export license or approval under section
38 of this Act or (ii) in the case of ammunition parts subject to sub-
section (b) of this section, using commercial practices which restrict
actual delivery directly to a friendly foreign country or inter-
national organization pursuant to approval under section 38 of this
Act. The President may also sell defense services in support of such
sales of defense articles, subject to the requirements of this chap-
ter: Provided, however, That such services may be performed only
in the United States. The amount of reimbursement received from
such sales shall be credited to the current applicable appropriation,
fund, or account of the selling agency of the United States Govern-
ment.

(b) Defense articles and defense services may be sold, procured
and sold, or manufactured and sold, pursuant to subsection (a) of
this section only if (1) the end item to which the articles apply is
to be procured for the armed forces of a friendly country or inter-
national organization, (2) the articles would be supplied to the
prime contractor as government-furnished equipment or materials
if the end item were being procured for the use of the United
States Armed Forces, and (3) the articles and services are available
only from United States Government sources or are not available
to the prime contractor directly from United States commercial
sources at such times as may be required to meet the prime con-
tractor’s delivery schedule.

(c) For the purpose of this section, the terms “defense articles”
and “defense services” mean defense articles and defense services
as defined in sections 47(3) and 47(4) of this Act.

Chapter 2C—Exchange of Training and Related Support

SEC. 30A. [2770a] EXCHANGE OF TRAINING AND RELATED SUP-
PORT.—(a) Subject to subsection (b), the President may provide
training and related support to military and civilian defense per-
sonnel of a friendly foreign country or an international organiza-
tion. Such training and related support shall be provided by a Sec-
retary of a military department and may include the provision of
transportation, food services, health services, and logistics and the
use of facilities and equipment.

(b) Training and related support may be provided under this
section only pursuant to an agreement or other arrangements pro-
viding for the provision by the recipient foreign country or inter-
national organization, on a reciprocal basis, of comparable training
and related support to military and civilian personnel under the ju-
risdiction of the Secretary of the military department providing the
training and related support under this section. Such reciprocal
training and related support must be provided within a reasonable
period of time (which may not be more than one year) of the provi-
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sion of training and related support by the United States. To the
extent that a foreign country or international organization to which
training and related support is provided under this section does not
provide such comparable training and related support to the
United States within a reasonable period of time, that country or
international organization shall be required to reimburse the
United States for the full costs of the training and related support
provided by the United States.

(c) Training and related support under th