FMS Administrative/Logistics Support Expense Budget Execution Plan

Specific Costs to be Included or Excluded 

	Cost Element/Object Class
	Portion Included in

FMS Administrative/LSE Budget
	Portion Excluded from 

FMS Administrative/LSE Budget

	1.  Personnel Compensation, Military (11.7, 12.20)
	
	General - In 1990, Congress enacted the Department of Defense Appropriations Act, 1990, PL 101-165, Section 9104(b)(1), and amended the Arms Export Control Act (AECA), Section 9104(b)(1), to exclude military salaries from the FMS Administrative/LSE budgets.

	2.  Personnel Compensation, Civilian (11.1, 11.3, 11.5, 11.9, 12.1, and 13.0)
	General - The Financial Management Regulation (FMR) (DoD 7000.14-R), Volume 15, implements the Arms Export Control Act (AECA) as it pertains to the FMS Administrative Surcharge and Logistics Support Charge (LSC).  The manual requires the charging of personnel who spend ten percent (10%) or more of their time performing FMS duties.  To qualify for charging to FMS administrative or LSE funds under the 10% criteria, personnel must be working with the FMS program on a ‘hands on’ basis.  This means that they must perform duties that are directly related to the FMS mission accomplishment, e.g., LOA issuance, requisition processing, procurement, case control, accounting and finance, etc.  Personnel performing general administrative functions that are not directly associated with the FMS mission accomplishments are not considered to be ‘hands on personnel’, e.g., staffing in civilian personnel or manpower offices.   Generally, personnel will be specifically identified to the FMS function.  However, where formulas or models are used to allocate portions of the total cost of the workforce as FMS administrative costs they must be validated at least once a year by actual identification to the individuals involved.

Specific - Functions included in the FMS Administrative/LSE Budget include program management functions, as listed in the Security Assistance Management Manual (SAMM) (DoD 5105.38-M), section C.5.4.9.2.2, and identified below, when executed at a level of effort considered routine for the MILDEP/Agency:

1. Establish initial and long range goals and objectives for case execution

2. Prepare a case master plan

3. Develop a financial and logistics management plan

4. Approve plans of execution, scope, and schedule of work

5. Review and verify funding/program elements

6. Integrate program and logistics financial plan with the execution of the case

7. Initiate requirements, includes preparation, processing, and status of requisitions in accordance with MILSTRIP, DoD 4140.17M

8. Validate that costs are accurate and billed

9. Respond to requirements of counterpart managers, functional activities, and other supporting agencies in the resolution of interface or operating problems.

10. Initiate, when necessary, working agreements with supporting activities

11. Analyze case performance in relation to required performance specification

12. Maintain a complete chronology history (significant events and decisions)

13. Provide status, progress, and forecast reports

14. Develop and execute a case closure plan

15. Ensure DIFS and DoD component case records are in agreement

16. Ensure that records are maintained in accordance with the SAMM and FMR

17. Ensure that schedules are accurate and timely

18. Price and availability

19. Preparation of Letters of Offer and Acceptance, to include modifications and amendments, as required

20. Case/Country/Financial Reviews at CONUS DoD activities only, i.e., those reviews not specific to one case or group of cases support one program

21. Preparation of Integrated Logistics Supply Delivery Plan (ILSDP), or equivalent, includes update or revision

22. Cooperative Logistics Supply Support Arrangement (CLSSA), includes initial program, update/revision, or renegotiations

23. Preparation of reports to the FMS customer, as required by the SAMM and the FMR

24. Processing and adjudication of Supply Discrepancy Reports (SDR)

25. Case Closure and Reconciliation - FMS Administrative funds are charged when the level of effort is routine, to include those cases subject to accelerated case closure procedures.  ‘Routine’ involves normal case management - maintenance, validation and billing of costs, system reconciliation (finance and logistics), and case reconciliation and closure

26. Administration of Training Programs in accordance with Joint Regulation AR 1-75/OPNAVINST 4900.31G/AFR 400-4

27. Participation and development of FMS and Direct Commercial Sales (DCS) Hybrid solutions, as outlined in the DSCA Programming Guidance 

28. Participation and development of responses to official requests for proposal (RFP), as outlined in the DSCA Programming Guidance  

29. Participation in security assistance related business process re-engineering (BPR), as appropriate

Civilian retirement incentive payments for employees who are full time, dedicated, FMS/LSE funded personnel, or when the specific vacated FMS manpower space/billet is eliminated (e.g., a savings to the FMS/LSE Program).


	Dedicated/Non-Dedicated FMS Activities

1. Unfunded civilian retirement factor, as amended in the AECA, Section 43(b)(3)

2. Personnel costs related to the Accessorial Functions as cited in the Financial Management Regulation (FMR) (DoD 7000.14-R), Volume 15

3. Direct FMS personnel compensation costs what are incurred for specific cases or program.  These costs may include, but are not limited to:

a. Personnel costs included in the computation of training tuition, Stock or Industrial Funds, or other such revolving funds

b. Personnel costs of technical assistance advisory personnel and members of mobile training teams or program task forces. 

c. Program management costs as defined in the Security Assistance Management Manual (SAMM), section C5.4.9.2.2.  Some functions in this category include:

i. Program managers or coordinators

ii. Administrative case management services which demonstrably are executed at a level beyond that generally performed on routine FMS LOAs, due to program acceleration, non-standard procurements, special program tracking or reporting, program reviews, or extensive integrations

iii. Configuration management

iv. Systems integration

v. Integrated logistics management

vi. CONUS or OCONUS program management reviews

vii. All TDY costs to support program management line functions.  NOTE:  Administrative travel expenses, to include salary, which can be identified to the case or cases supported by a program management line also may be charged to the PM line item.

viii. Recurring support costs for government furnished engineering services in accordance with the FMR, Volume 15, paragraph 070408.

ix. Non-recurring support costs for research, development, testing, and evaluation, or production of major defense equipment in accordance with the FMR, Volume 15, paragraph 070305.  This includes the costs of any Engineering Change Proposal (ECP) initiated prior to the date of the contract with the customer, as well as projections of such costs, to the extent additional effort applicable tot eh sale model or technology is necessary or planned, as discussed in the FMR, Volume 15, paragraph 070305.D.2. 

d. Asset Use and Contract Administration

e. Personnel costs associated with Technology Transfer determinations, foreign disclosure, and munitions control reviews, which are inherent USG functions.  

f. Personnel costs associated with Stock or Industrial (or other revolving type) Funds 

4. Civilian retirement incentive payments for employees who are not full time, dedicated, FMS/LSE admin funded personnel or when the specific vacated FMS billet is not eliminated (no savings to the FMS/LSE program).

5. All efforts in support of Foreign Disclosure.  This is a DoD mission to protect the interest of the USG, and is not a primarily for the benefit of the foreign customer, as required by the AECA, Section 43(b).

6. Case closure and reconciliation effort when it is not routine, such as litigation between governments (e.g., Iran litigation), or when the FMS customer requests efforts beyond routine. 

	3.  Travel and Transportation of Persons (21.0)
	1. Per Diem and transportation costs incurred by the employees while their salaries are being reimbursed from the FMS administrative/LSE budget, includes CONUS and OCONUS expenses.

2. SAO Support by the Administrative Agent’s Field Activity (Joint Regulation AR 1-75).  To SAO’s not covered by SAO administrative funds or MILDEP appropriations.  Refer to AR 1-75, paragraphs 4-1 to 4-4 for specific guidance on which appropriation to charge.  (Reference Joint Regulation 1-75, OPNAVINST 4900.31G, AFR 400-45, Subject:  Administrative and Logistical Support of Overseas Security Assistance Organizations (SAOs).

3. Certain In-Country FMS reviews (non-program specific) where the effort is beneficial to the FMS customer and the USG with the following constraints:

a. Number of USG representatives be held to a minimum

b. Reviews should be held no more than every 15-18 months

c. FMS funds are available and within existing budget levels

4. Cost of pre-LOA site surveys and/or logistical support conferences necessary to delineate customer requirements.  If the customer subsequently accepts the LOA, FMS Administration funds shall be reimbursed from the appropriate case/line item.  If the LOA is not accepted, FMS Administration funds will bear the expense as a cost of doing business.
	1. TDY Costs incurred by employees while their salaries are reimbursed from hardware lines, service lines, case management lines, or program management lines.  These costs must be charged in accordance with the FMR, Volume 15, section 0718.

2. TDY costs of military personnel working on the implementation of MAP funded FMS cases, shall be charged to that FMS case, when their pay costs would otherwise be charged to that FMS cases except for the prohibition in the Foreign Assistance Act (FAA), Section 503(a)(3)(3).  Such TDY costs shall be charged to the same case line that would ordinarily be charged with the military pay.

3. Overseas travel to an in-country review in support of a specific case or program, and/or when the salary of an attendee is paid from a case or program management line, and the review is for a specific case or program.

	4.  Transportation of Things (22.0)
	Transportation costs which are directly related to the administration of the FMS program except for transportation costs related to approved SDRs.
	1. Those transportation accessorial costs recovered from surcharges, as prescribed in the FMR, Volume 15, section 0705.  Accessorial rates include coverage of the management of the FMS transportation program; such costs are reimbursable from proceeds accruing from the application of transportation surcharge.  

2. Transportation of items for repair or refurbishment under an approved SDR.  These costs are funded by the transportation surcharge account.

	5.  Rental Payments to Others (Non-Federal) (23.2)
	Dedicated FMS Activities - Inter-Departmental/Agency space rental charges, which are specifically incurred to support the accomplishment of the FMS mission.       This object class is intended to budget for the recovery of costs for large, dedicated FMS organizations.
	1. Dedicated and Non-Dedicated FMS Activities - Intra-Department/Agency space rental charges.

2. Non-Dedicated FMS Activities - Inter-Department space rental charges, which are fixed in nature and allocated through proration.



	6.  Communications, Utilities, and Miscellaneous Charges (23.3)
	Dedicated FMS Activities - Applicable charges, which are specifically incurred to support the administration of the FMS Program.  Charges in ADP communication services and rental, utilities, and miscellaneous rental charges.  
	Non-Dedicated FMS Activities - All costs, which are not incurred primarily for the benefit of the FMS Program.  

	7.  Printing and Reproduction (24.0)
	Documented costs of printing FMS reports.  Charges incurred for printing and reproduction services, and do not include rental charges for office photocopy equipment.
	Non-Dedicated FMS Activities - All costs, which are not incurred primarily for the benefit of the FMS Program.  

	8.  Other Services, Non-ADP (25.1)
	Documented costs for contracts let for the purpose of administering the FMS Program
	Non-Dedicated FMS Activities - All costs, which are not incurred primarily for the benefit of the FMS Program.  

	9.  Training (25.2)
	FMS Administrative Funds may be used for training individual personnel who spend more than 50% of their time performing ‘hands-on’ FMS related work.  Only courses that provide job related skills and training will be approved within this category, e.g., Computer classes (word processing, spreadsheets, presentations, databases), management and leadership skills, international affairs, cross-cultural training, etc.  FMS Administrative funds may be used to support International Affairs career development, training, and education as outlined in the DoD International Affairs Certification and Career Development Guidelines.  Funds may also be used for individuals selected to attend the Global Master of Arts Program II (GMAP II) at The Fletcher School of Law and Diplomacy, Tuft’s University.
	All costs, which are not incurred primarily for the benefit of the FMS Program.  Examples of training not approved for payment include:

a. DISAM resident training - DISAM covers all expenses incurred to attend resident classes, except rental cars.  Funding for the International Program Security Requirements (IPSR-2 or IPSR-5) courses are provided under the auspices of DUSD(P), and funded through operations and maintenance appropriations.  Use of FMS Administrative funds may be used provided the individual spends more than 50% of their time performing ‘hands-on’ FMS related work.

b. DoD/MILDEP training exercises in support of a foreign country’s FMS exercise case

c. Language training, except an individual’s expense related to the Global Master of Arts Program II (GMAP II) at The Fletcher School of Law and Diplomacy, Tufts University

d. General training, including drug abuse, alcohol abuse, counseling, or equal opportunity training

e. Any morale, welfare, or recreation programs, medical (first aid or CPR), or physical fitness training or seminars

f. Non-Security Assistance related professional seminars and conferences, unless required for the International Affairs Career Development and Certification Program

	10.  Purchase of goods and services from other Government accounts (25.3)


	Documented costs for contracts let for the purpose of administering the FMS Program
	Non-Dedicated FMS Activities - All costs, which are not incurred primarily for the benefit of the FMS Program.  

	11.  Operations & Maintenance of Facilities (also known as Base Operating Support (BOS)) (25.4)
	BOS may be charged to the Administrative/LSE budget if incurred at fully dedicated activities, as identified in Attachment 6 – FMS Admin Budget Definitions of the FY05/06 Budget Call, and only when the charges are not based on pre-ration or other allocation methods for distributing burden.

Justification of costs for Transportation Services, Preservation of Order, Manpower Support, and Personnel Support must be based on criteria other than pre-ration or allocation techniques.  Rather, it must be demonstrated that costs incurred, e.g., additional vehicles, mileage driven, security guards, additional manning, etc., are specifically required to support FMS activities.  Also, minor construction in excess of $1,000 requires separate DSCA Comptroller approval before inclusion in a submission.

Facility rehabilitation or upgrade projects at dedicated security assistance activities are subject to strict justification requirements.  These projects must be specifically identified, justified, and approved through the Program and Budget process.  Prior approval from the DSCA Director of Business Operations/Comptroller must be received before any funds can be obligated.
	Section 21(e)(1)(A) of the Arms Export Control Act excludes any pro rata share of fixed BOS costs from the charges that may be paid by the FMS Administrative/LSE budget.  Accordingly, all BOS costs developed by pro-ration or other similar allocation techniques are to be excluded.  Refer to Attachment 6 – FMS Admin Budget Definitions of the FY05/06 Budget Call for specific BOS recoupment exclusions, unless it can be clearly demonstrated that the additive costs are incurred primarily for the benefit of the FMS customer.  

	12.  Consulting Services, ADP (25.7)


	Documented costs for contracts let for the purpose of administering the FMS Program, to include preparation of custom software only if the cost is less than $25,000.  Charges must be specific in nature and documented with appropriate contractual records.
	Non-Dedicated FMS Activities - All costs, which are not incurred primarily for the benefit of the FMS Program.  

	13.  Supplies and Materials (26.0)
	Dedicated FMS Activities - All supply costs

Non-Dedicated FMS Activities - Those supply costs that are directly attributable to FMS man-years. 
	Non-Dedicated FMS Activities - Those supply costs attributable to non-FMS personnel.

	14.  Equipment, Non-ADP (31.10)
	General - Charges for acquisition of equipment of a durable nature that is expected to have a period of service longer than a year.  

Dedicated FMS Activities - All equipment purchases

Non-Dedicated FMS Activities - Those purchases that are made solely in support of FMS mission performance.  For example, the purchase of a specific machine required primarily for utilization by the Security Assistance section of an organization.  These charges may not be determined through pro-ration techniques based on manpower or other like relationships.  


	Non-Dedicated FMS Activities - All equipment costs that are not incurred primarily for the benefit of the FMS Program.  

	15.  Equipment, ADP (31.2)
	General - Charges for acquisition of ADP and telecommunications equipment - of a durable nature, expected to have a period of service longer than a year - and custom software over $25,000, including all contractual costs related to the design and development of ADP software and equipment.  .  

Dedicated FMS Activities - All ADP equipment acquisition costs, except USG personnel compensation, for ADP systems that are dedicated to support of the FMS Program (e.g., dedicated FMS systems - CISIL, MISIL, SAMIS, CMCS, STARR-PC2, DSAMS, etc.).

Non-Dedicated FMS Activities - Those purchases that are made solely in support of FMS mission performance.  For example, the purchase of a specific machine required primarily for utilization by the Security Assistance section of an organization.  These charges may not be determined through pro-ration techniques based on manpower or other like relationships.  


	Non-Dedicated FMS Activities - All ADP equipment costs that are not incurred primarily for the benefit of the FMS Program.  

	16.  Supply Discrepancy Report (SDR) (99.5)
	General - Legislative requirements dictate that the USG conduct the FMS Program on a break-even (no cost-no profit) basis.  This principle must be applied in determining whether USG or FMS Administrative/LSE funds will absorb the cost of a particular SDR transaction.  If the USG will benefit from the transaction, then the responsibility for corrective actions (to the extent of the benefit accrued or to be accrued) is from MILDEP/Agency appropriated funds or by issue from the MILDEP/Agency stocks without additional charge to the FMS Administrative or FMS Customer funds.  Conversely, to the extent the USG will incur a loss on a particular transaction, the loss will be absorbed by appropriate FMS Administrative/LSE funds.  All SDR’s in excess of $50,000 require DSCA approval prior to final write-off.  

Stock Items - The net cost to the DoD of processing SDR’s for items shipped from DoD sticks.  Also covers costs for travel and per diem of rework teams when this is the least costly way to correct defective, deficient, or damaged materiel.  

Procurement Items - Not applicable except in cases where USG action or inaction causes inability of the FMS customer to obtain satisfaction from the contractor or carrier.  
	Stock Items - SDR’s involving defective, deficient, damaged, non-receipted, short shipped, over or duplicate billed materiel will not be corrected utilizing FMS funds except for travel and per diem charges for rework team(s) to correct the situation.  Out of pocket costs for packing, crating, and handling (PCH), if claimed, will be paid from FMS PCH funds.  Transportation costs will be charged to the FMS transportation surcharge account.  

Procurement Items - The resolution of deficiencies associated with FMS materiel obtained through procurement is generally a matter for resolution between the customer country and the manufacturer or carrier, and FMS funds will not generally be utilized to defray these expenses.  


	
	Other Cost Elements
	

	Cost Element/Object Class
	Portion Included in

FMS Administrative/LSE Budget
	Portion Excluded from 

FMS Administrative/LSE Budget

	17.  Stock Fund Operations
	Costs associated with Stock Fund operations that are not included in standard stock fund pricing.  Specific case or program management costs (not chargeable to specific FMS cases or programs) may be included in the FMS Administrative/LSE budget.  
	All costs recovered under standard Stock Fund pricing computations, and in accordance with DMRD 901 - Reducing Supply System Costs, and DMRD 904 - Stock Funding of Reparables.  

	18.  Engineering Change Proposals (ECP), and comparable engineering services
	
	ECPs, and comparable engineering services, requiring a dedicated development team of USG and/or contractor personnel are not authorized under the FMS/LSE Programs.  Services/Functions include, but are not limited to:

1. Software Engineering

2. Systems Engineering

3. Logistics Engineering

4. Test Engineering

5. Configuration Control Management

These engineering services are for the development of a specific system, sub-system, or product for a specific foreign customer (or multiple customers), and are not to be considered general and administrative management of the FMS/LSE program.  

	19.  NATO and other Standardization 
	All administrative costs incurred on FMS cases or programs related to the execution of NATO and other standardization agreements will be included in the FMS Administrative budget, in accordance with the FMR, Volume 15, paragraph 070605.
	1.  NATO E3A Cooperative Program (AWACS) as cited in Section 104(a), Public Law 96-107.  

2.  All training cases for NATO countries entered into after 8 August 1985, as cited in Public Law 99-83, which exempts such cases from the administrative surcharge.  

	20.  Administrative costs associated with exempted cases or programs
	FMS cases and programs with some countries and international organizations have been exempted from the application of FMS Administrative charges.  The administrative costs related to these cases will be included in the budget request pursuant to the FMR, Volume 15.  Included among these costs are NATO Cooperative Research and Development programs, and the family of weapons projects as defined in the Arms Export Control Act, Section 27, for which a waiver of administrative charges are granted.
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