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CHAPTER 23

SECURITY COOPERATION ACCOUNTING AND 
FOREIGN MILITARY SALES

[bookmark: _Toc448750660]2301	GENERAL

	Security Cooperation (SC) includes all DoD interactions with foreign defense and security establishments.  Security Assistance (SA) falls under SC and includes Foreign Military Sales (FMS) as one of its seven major programs.  This chapter provides a brief overview of SC, SA, and FMS.  For detailed information about these topics, refer to DoD Financial Management Regulation (DoD FMR) 7000.14-R, Volume 15 and the Defense Security Cooperation Agency (DSCA) Manual 5105.38-M, Security Assistance Management Manual (SAMM). 

[bookmark: _Toc448750661]2302	SECURITY COOPERATION

	230201.	SC comprises all interactions with foreign defense and security establishments that build allied and friendly military capabilities for self-defense and multinational operations; develop defense and security relationships that promote specific U.S. security interests including all international armaments cooperation activities and security assistance activities; and provide U.S. forces with peacetime and contingency access to host nations.  SC includes all DoD-administered SA programs.

	230202.	SC transactions should follow DoD accounting guidance in DoD FMR Volume 15 unless specifically exempt.

[bookmark: _Toc448750662]2303	SECURITY ASSISTANCE 
	
	230101.	SA refers to a group of programs authorized by U.S. Code (U.S.C.) Title 22 or other legal authorities under which the U.S. provides defense articles, military training, and other defense-related services by grant, loan, credit, cash sales, or lease, in furtherance of national policies and objectives.  DoD does not administer all SA programs; those administered by DoD are a subset of SC.

	230102.	The SAMM provides guidance on the seven major programs administered by DoD:  FMS, Foreign Military Construction Services; Foreign Military Financing Program; Leases; Military Assistance Program; International Military Education and Training; and Drawdowns.  DoD FMR Volume 15 addresses SA policies and procedures. 

[bookmark: _Toc448750663]2304	FOREIGN MILITARY SALES

[bookmark: _Toc448750664]	230401.	General.

The FMS program is the part of SA, authorized by the Arms Export Control Act and conducted using formal contracts or agreements between the U.S. Government and an authorized foreign purchaser.  These contracts are known as Letters of Offer and Acceptance (LOAs) and are signed by both the U.S. Government and the purchasing government or international organization.  LOAs provide for the sale of defense articles and/or defense services (to include training), usually from DoD stocks or through purchase under DoD-managed contracts. 

[bookmark: _Toc448750665]	230402.	FMS Accounting Guidance.

This section provides an overview of various aspects of FMS accounting.  Detailed information can be found in the DoD FMR. 

		A.	Advance Payments.

An advance payment from foreign governments for FMS is held and recorded in the FMS Trust Fund or investment accounts that can be drawn on to meet the foreign government’s FMS obligations. 

		B.	FMS Receivables. 

			1.	Accounts receivable include, but are not limited to, monies due from the sale of goods and services and monies due for indebtedness. This includes those amounts due for FMS transactions in which the original payment due date required full payment within 60 days of delivery or performance.

			2.	Receivables from the FMS Trust Fund must be recorded as federal transactions.  Other security assistance receivables (e.g., Foreign Military Financing Program, Grants) must be recorded and reported as intragovernmental receivables.  The FMS delinquent accounts receivable will not be referred to the Debt Management Office or to the Department of the Treasury for collection assistance.   

		C.	FMS Transactions.
 
			1.	Persons who certify FMS Trust Fund vouchers for payment obtain Expenditure Authority (EA) before certifying them.  They request EA, either by contacting the Director of Security Cooperation Accounting at DFAS-IN or by drawing the EA interactively from the Defense Integrated Financial System in the same calendar month of the intended payment.  If obtaining the EA and the payment do not occur in the same month, return the original EA and request EA in the next month. 

			2.	Failure to obtain EA before disbursement is subject to reporting and disciplinary requirements discussed in the DoD FMR Volume 14.

		D.	Disbursements.

Disbursements of FMS funds require the request and receipt of expenditure authority before certification of a voucher for payment (see the DoD FMR Volume 5, Chapter 5 and Volume 15).

		E.	Reporting of FMS Activity. 

The DSCA administers the FMS programs.  While FMS activity is primarily reported separately from DoD activity, the Office of Management and Budget has approved various provisions (see DoD FMR Volume 6B, Chapter 2) regarding the specific information on the financial activity of FMS programs that is to be included in the DoD financial statements.  

		F.	Interest Payment Funding. 

The FMS Trust Fund will fund late payment interest penalties pertaining to procurements financed by a FMS contract.  	 DoD FMR provides additional information concerning FMS pricing in Volume 15, Chapter 7.
		
		G.	Disposition of Collections. 

			1.	Collections may only be returned to the appropriation that procured the services or materiel being sold when specifically authorized by law.  	Collections for unfunded depreciation, unfunded civilian retirement, and interest shall be deposited into the General Fund of the U.S. Treasury as miscellaneous receipts unless otherwise provided for by the DoD FMR Volume 11a, Chapter 1 or other DoD issuances.  Disposition of collections for FMS shall be in accordance with DoD FMR Volume 15.

			2.	DoD activities may pay up to $20,000 (subject to the availability of funds) in outplacement subsidy for Permanent Change of Station (PCS) costs associated with placement of a surplus DoD employee with another federal agency.  When a DoD Component-offered outplacement subsidy is accepted, the DoD activity shall notify the gaining Federal Agency regarding outplacement services.  The notification shall state that DoD funds may be billed up to $20,000 per employee or for the actual PCS costs, whichever is less.  
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