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BY THE COMPTROLLER GENERAL

Report To The Congress

OF THE UNITED STATES

U.S. Munitions Export Controls
Need Improvement

The U.S. munitions export control system is
seriously weakened by lack of an export in-
spection program which is essential to assure
export compliance with regulations and li-
censes.

This report recommends ways to improve
munitions export controls and provide assur-
ance that such exports conform to law and
authorized munitions export licenses.
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COMPTROLLER GENERAL OF THE UNITED STATES
WABHINGTON, D.C. 20048

B-172255

To the President of the Senate and the
Speaker of the House of Representatives

This report identifies weaknesses in current muntions
export controls and recommends ways to improve the controls
and provide reasonable assurance that such exports are in
conformance with law and with authorized munitions export
licenses.

Copies of this report are being sent to the heads of
executive agencies which participate in munitions export
controls and to the Director, Office of Management and
Budget.

]
‘Omptroller General
of the United States







COMPTROLLER GENERAL'S U.S. MUNITIONS EXPORT
REPORT TO THE CONGRESS CONTROLS NEED IMPROVEMENT

DIGEST

—— —— — — —

The U.S. munitions export control system is
not working as it should, and cannot‘be
depended upon to ensure that munitions are
not exported without a license or that ship-
ments made under license conform to the
license termsL] Controls over commercial
nunitions exports are less effective because
munitions export shipments are not inspected
for compliance with the law, regulations,

or export license terms.

(;Responsibility for export controls is di-
vided between the Commerce Department, the . o
State Department's Office of Munitions Control,(ﬂ“%*
and the U.S. Customs Service. Coordination
between the three agencies is not sufficient
to assure compliance by munitions exporters.7
As a result of a 1972 decision by the Depart-
ment of Commerce to withdraw its export
commodities from the export inspection program
then operated by the Customs Service, Customs
stopped inspecting export shipments of all
types. Commerce now spot checks exports
of commodities under its jurisdiction, but
is not responsible for munitions exports
and does not look for munitions violations.
The State Department, which has primary
responsibility for munitions export controls,
has not taken steps since 1972 to compensate
for the lack of inspections.

The Office of Munitions Control is aware

of the need to balance responsiveness to both
industry and government and appears to be
doing an effective job of reviewing license
applications. Some improvements could be
made, however, including increasing the use
of

--U.S. Embassies in checking the validity
of information concerning end use of items
proposed to be exported, and
ID-78-62
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--automation in monitoring the progress of
applications through the review process
and to further reduce response time to
license applications.

. Controls over munitions exports are further
“weakened by errors the Customs Service makes
in controlling export licenses and validating
shipper's export declarations.) These errors
reduce the effectiveness of shipping document
control as a means of preventing and detecting
improper exports, and cause inaccuracies in
management information data of the Office of
Munitions Control.

{_The errors by Customs and deficiencies in s

Office of Munitons Control data processing

procedures have made the Office's reports ;
to the Congress on munitions exports inaccu- 5
rate. ”GAO estimated that the Office's data

base from which the reports are made contains

discrepancies in export values for about 50

percent of the approximately 40,000 licenses

that the Office approved during fiscal years

1976 and 1977.

The possible causes of these discrepancies

are numerous, but the basic reason they
remain unresolved is the Office's almost total
lack of quality control procedures in its
data processing. It does not follow up on
even the most obvious discrepancies routinely
revealed by its computer program.

RECOMMENDATIONS

To strengthen compliance assurance and
to avoid potentially duplicative programs:

--The Secretary of State should arrange with
the Secretary of Commerce, and the Director,
Office of Management and Budget, to incor-
porate physical inspections for munitions
export control into the Commerce Department's
own export compliance programjwith appro-
priate budget and personnel increases for
Commerce, thus having a single manager for
all nonagricultural export inspections.

(See p. 36.)
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s
--The Director of the Office of Munitions
Control should report on deficiencies
and violations uncovered in these inspec-
tions in the Munitions Control Newsletter ;
as a means of both educating exporters )
and enlarging the deterrent value of the
inspection program through increased
visibility. (See p. 37.)

--The Secretary of State should, with the
Commissioner of Customs and the Secretary
of Commerce, establish procedures to make
sure that (1) Customs and Commerce persoconnel
inform the Office of all noted violations of
munitions export requlations and (2) proper
penalties are levied in all such cases.
(See p. 38.)

Further, the Secretary of State should:

~--Consider eliminating the current system of
requiring validation of shipper's export ‘
declarations and license control by Customs,m
The many errors being made by Customs may be
negating any control benefits.

--Use U.S. Embassies more frequently in check-
ing on proposed end use of items on license
applicationsl,\ww

--Make greater use of automated management
data in controlling the license application
review process.’L

The State Department generally agreed with
these recommendations. While State officials
did not agree that eliminating the shipper's
export declaration validation procedure was

a good idea, they did agree to analyze the
situation further before deciding between
eliminating or improving the existing system.
(See p. 41.)

Commerce objected to assuming munition export
inspections, primarily because of insufficient
funds and trained personnel for the added
responsibility. Customs agreed that munitions
export control is less than satisfactory
because of inadequate manpower and a lack of
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guidelines, but argued that establishing a
separate inspection force in Commerce would
be counterproductive and not cost effective.
Customs said the most efficient solution
would be to provide Customs with sufficient
staffing to perform the inspections. (See
p. 42.)

GAO recognizes that whichever agency does

the job will require adequate numbers of
properly trained and supervised personnel

and sufficient funds. GAO believes that
either system—--a strengthened Commerce com-
pliance system, or beefing up Customs to
handle export inspections--properly designed,
implemented, and managed, could do the job,
but it would be more efficient to have only
one agency inspecting nonagricultural exports.
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CHAPTER 1

THE U.S. MUNITIONS EXPORT CONTROL SYSTEM

Responsibility for administering export controls over
items on the U.S. Munitions List, as set forth in section 38
of the Arms Export Control Act, as amended (22 U.S.C. 2778),
was delegated by the President to the Secretary of State,
while responsibility for export controls over most other
types of goods, as described in the Export Administration
Act and other related laws, was delegated to the Secretary
of Commerce. The most notable exception to this basic
State/Commerce division is the role of the Nuclear Regulatory
Commission (NRC) (formerly part of the Atomic Energy Commis-
sion) in authorizing and licensing exports of nuclear
materials. (See GAO report ID-76-60, Sept. 14, 1976).

THE BASIC SYSTEM

The Arms Export Control Act authorizes the President
to regulate the import and export of "defense articles and
defense services" and states that the items so designated
by the President shall constitute the U.S. Munitions List.
Except as specifically provided in regulations, the act
prohibits private export of these items except under
specific license from the Office of Munitions Control (OMC),
Department of State, and requires persons who manufacture,
import or export these items to register with the agency
charged with administering the act. For manufacturers and
exporters, that agency is the Office of Munitions Control.
Importers must register with the Treasury Department.

The Munitions List is published in the International
Traffic in Arms Regulations (ITAR) (22 C.F.R. pts. 121-130),
which also prescribes the requirements concerning registra-
tion and issuance of export licenses by the Office of
Munitions Control.

The licensing process

Would-be exporters are required to submit their appli-
cation for an export license to OMC. OMC seeks opinions and
recommendations, where appropriate, from the Department of
Defense, the National Aeronautics and Space Administration,
the Energy Research and Development Administration, and the
Federal Aviation Administration; from the Arms Control and
Disarmament Agency if the application falls within a cate-
gory in which it has expressed an interest; and from the
geographic bureaus, the Assistant Secretary for Human Rights
and Humanitarian Affairs, the Security Assistance and Sales




Office, and the Bureau of Economic and Business Affairs
within the Department of State for guidance in deciding
whether to approve or disapprove applications. If OMC
approves the request, it mails the license to the appli-
cant. If OMC disapproves the request, it mails the
canceled application with a letter explaining briefly the
reasons for denial to the applicant.

The Department of Commerce's Office of Export Adminis-
tration administers the export controls of most commercially
available commodities and technical data not on the Munitions
List by a licensing system similar to OMC's. Commerce issues
two general kinds of export licenses: a "general license"
and a "validated license." A general license is a broad
authorization which permits certain exports under specified
conditions. An exporter shipping under a general license
does not need to file an application for a license, and
consequently no license document is issued by Commerce. A
validated license consists of a formal document issued to
exporters by Commerce based on their applications. It
authorizes exports of commodities or technical data within
the specific limitations of the license document, as does
a license issued by OMC.

Document control

Once OMC has granted an exporter a license to export
a specific item on the Munitions List, the second major
phase of the export control process--that of assuring that
the exporter complies with the terms of the license and
all pertinent laws--begins. Each export license is very
specific. It names and describes the article or information
authorized, specific quantity authorized, value, exporter,
ultimate user or recipient, any intermediary consignees,
and the probable port of exit from the United States. The
following deviations from the license terms are permitted:
(1) the amount exported may be accomplished in any number
of incremental shipments until the total amount authorized
is reached, (2) the value exported may exceed the license
amount by 10 percent, and (3) other ports of exit may be
‘'used but OMC and the District Director of Customs at the
new port must be notified of a port change before the ship-
ment is made.

Section 123.53 of the ITAR requires the exporter to
file the license with the District Director of Customs
at the port to be used. Before the exporter actually makes
shipment, he must file a Shipper's Export Declaration (SED)
(Commerce Form 7525-V) with the District Director and have




it validated (compared to the license by Customs for confor-
mance with the license terms and stamped or marked by Customs
as being approved). Customs gives a copy of the SEL to the
exporter or agent for delivery to the carrier of the exported
goods. After export, the carrier returns the SED to Customs
which forwards a copy to the Bureau of Census for entry in
the national trade accounts. Customs sends another copy to
OMC and retains a copy for its own records. The ITAR also
requires Customs to enter the shipment quantity and value
from each SED on the back of the license and to return each
license to OMC upon its expiration or completion of ship-
ments, whichever comes first. Licenses are valid for one
year from date of issuance.

Since the carrier (airline, steamship line, or whatever)
returns its copy of the validated SED to Customs with a copy
of its cargo manifest for that particular flight or sailing,
Customs clerks can examine the manifests and SEDs for confor-
mance to law and regulations of various types.

Similar procedures are prescribed for postmasters for
items sent through the mail under export license.

All unused licenses are to be returned to OMC by their
recipients upon expiration.

Enforcement

Part 127.05(a) of the ITAR states that "District Direct-
ors of Customs are authorized to take appropriate action to
insure observance of this subchapter as to the exportation,
or the attempted exportation, of arms, ammunition, and imple-
ments of war, and technical data relating thereto, whether
authorized by license or written approval issued under this
subchapter, including but not limited to inspection of load-
ing or unloading of carriers."

Part 127.01 of the ITAR states that "It is unlawful
to export or attempt to export from the United States any
article or technical data for which a license or approval
is required by this subchapter without first obtaining the
required license or written approval from the Department
of State." Part 127.02(a) provides that "It is unlawful
to use any export or intransit control document containing
a false statement or misrepresenting or omitting a material




fact for the purpose of exporting any article or technical
data for which license approval is required * * * " 1/

Section 38 of the Arms Export Control Act, as amended,
provides that any person who willfully violates any provi-
sion of the section or any regulation issued under the sec-
tion shall, upon conviction, be subject to a fine of not
more than $100,000 or imprisonment of not more than 2 years,
or both. Any vessel, vehicle, or aircraft involved in an
attempted illegal export of a Munitions List article is
subject to seizure, forfeiture, and disposition as provided
in section 401 of title 22 of the United States Code.

REPORTING AND OVERSIGHT

over the years, the Congress has required a number of
reports from the executive branch in order to acquire greater
oversight of arms export volume and activities. Most of
these reports deal primarily with Foreign Military Sales,
Military Assistance, and other forms of government-to-
government transfers, but many include requirements for
reporting private arms exports.

Section 657 of the Foreign Assistance Act of 1961, as
amended, requires an annual report (the 657 Report} to the
Congress from the President not later than March 31 of each
year for the prior fiscal year on foreign assistance and
military sales and assistance, including the aggregate dollar
value and quantity of defense articles and services exported
to each foreign country and international organization, by
category, and including commercial sales licensed under the
Arms Export Control Act.

Section 36(a) of the Arms Export Control Act, as
amended, requires an unclassified report from the President
to the Speaker of the House of Representatives and to the
Chairman of the Senate Committee on Foreign Relations, not
more than 30 days after the end of each quarter, listing
for each foreign country and international organization

1l/According to Section 127.02(b), ITAR, export control docu-
ments include applications for export or intransit license
and supporting documents; shipper's export declarations;
invoices; declarations of destination; delivery verifica-
tions; applications for temporary export license and
registration; purchase orders; foreign import certificates;
bills of lading; airway bills; consignee-purchaser trans-
action statements; Nth country control statements,




(1) foreign military sales letters of offer for any major
defense equipment for $1 million or more, (2) all letters

of offer accepted during the fiscal year in which the

report is submitted, together with the total value of all
defense articles and services sold during that fiscal year,
(3) the cumulative dollar amounts, by foreign country and
international organization, of sales credit agreements and
guaranty agreements, and (4) all licenses and approvals

for export during the fiscal year of commercially sold major
defense equipment, by category, sold for $1 million or more,
together with the total value of all defense articles and
defense services so licensed.

Section 36(c) of the Arms Export Control Act, as
amended, requires that, when an export license application
is received for major defense equipment sold under contract
of $7 million or more or for defense articles or services
sold under contract for $25 million or more, the President
shall send to the Speaker of the House of Representatives
and to the Chairman of the Senate Committee on Foreign
Relations, not less than 30 days before issuing the
license, an unclassified numbered certification specifying
the foreign country or international organization to which
export will be made and the dollar amount and description of
the items.

SCOPE OF REVIEW

The purpose of this review was to (1) evaluate the
effectiveness of U.S. Government controls over commercial
munitions exports and (2) test the accuracy of such export
data being reported to the Congress.

We examined Department of State and Department of Defense
procedures in reviewing applications to export Munitions List
items, tested the accuracy of the State Department's data
base from which reports to the Congress are drawn, and
reviewed export control processing procedures of the U.S,
Customs Service at both seaports and airports in Boston,

New York, Los Angeles, and San Francisco.

We also used information concerning Department of
Commerce procedures and controls developed by a parallel
GAO review of Commerce export controls.

We did not examine munitions export controls pertain-
ing to coproduction agreements or manufacturing licenses
for foreign production of U.S. items.




CHAPTER 2

LACK OF PHYSICAL INSPECTIONS

WEAKENS MUNITIONS CONTROLS

Controls over commercial munitions exports are weakened
because export shipments are not inspected. The Government,
therefore, does not have adequate assurance of exporter
compliance with the law, regulations, or export license
terms.

Responsibility for export controls over industrial
items and data is divided between the Commerce and State
Departments, with certain aspects of enforcement and compli-

ance assurance being delegated to the U.S. Customs Service.
We believe there is insufficient coordination between these
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three agencies to assure compliance by munitions exporters.

Although Commerce has its own compliance unit to spot
check export shipments for exporter compliance with Commerce
regulations and licenses, it does not examine shipments
moving under a State Pepartment license, nor does it check
for shipments that do not have State Department licenses
but should have. State has continued to rely on the Customs
Service to inspect export shipments under State's licenses.
The Customs Service, however, pleading a shortage of funds
and resources, does not make these inspections.

To assess the difficulties as well as benefits of a
physical inspection program, we asked Customs to make some
inspections of both munitions and nonmunitions shipments
in seaports and airports in four major U.S. cities. These
inspections revealed that unlicensed shipments were being
attempted, and OMC regulations for handling export documents
were not consistently followed.

Making inspections on a limited and surprise basis
would have two primary benefits. A small but well-publicized
inspection program could serve as a deterrent to deliberate
violation of munitions export laws. In addition, it would
reveal unintentional violations caused by misunderstanding or
ignorance of the regulations.

MUNITIONS EXPORTS NOT INSPECTED

Excluding agricultural commodities, at least two U.S.
agencies have authority to inspect export shipments for
export declaration accuracy and conformance to export
license requirements--the U.S. Customs Service, which has




been delegated authority for inspecting items being shipped
under State Department licenses (munitions) and Nuclear
Regulatory Commission licenses (nuclear materials), and the
Department of Commerce, which has jurisdiction over most
other nonagricultural exports, including controlled items
of strategic importance to U.S. national security.

At the present time, neither of these agencies inspects
munitions shipments for compliance with export licenses.

According to Customs officials at all levels, the
Customs Service makes virtually no inspections of export
cargo of any kind because of insufficient funds and staff
to provide adequate coverage of Customs' primary responsi-
bility--import control. To perform export inspections,
resources would have to be diverted from import control,
and Customs officials do not feel they can afford to do
that.

The Commerce Department, which does make limited
inspections of export shipments of commodities under its
jurisdiction, is not responsible for munitions control
and does not instruct its inspectors to look for illegal
munitions shipments. Thus, under present export control
practices, requests for a license to export Munitions
List items are carefully scrutinized and evaluated, but
actual shipments of these items are rarely examined. In
other words, legal exportation of munitions by obtaining
a license is difficult, but illegal exportation without
a license is relatively easy.

EXPORT INSPECTION
RESPONSIBILITY DIVIDED

Until July 1972, the Customs Service inspected exports
of all types of nonagricultural commodities on a cost reim-
bursable basis for the agency with regulatory responsibility.
Following receipt of a 1971 consultant's report, which cited
many deficiencies in Customs' export control work, the
Commerce Department overhauled its compliance assurance pro-
gram and assumed inspection responsibility from Customs for
all items under its jurisdiction, Prior to July 1972,
Commerce followed essentially the same procedures still used
by OMC. An export license was issued to the exporter, who
filed it with Customs and then presented a Shipper's Export
Declaration for validation by Customs for each shipment.
Customs routinely inspected selected shipments of all kinds
for compliance with the export declaration and with the
export license terms and related laws and regulations.




Under the new Commerce system, the exporter retains
the license, lists each shipment on the back of the license,
and returns the completed or expired licenses to Commerce.
The Customs validation procedure was dropped, as was the
requirement for Customs to make compliance inspections of
exports under Commerce Department licenses. The Facilita-
tions Branch of Commerce's Compliance Division assists
exporters in applying export regulations, makes random
inspections of cargo at the point of shipment, and makes
postshipment reviews of SED's to detect possible viola-
tions. The Branch's staff is stationed in Washington, D.C.,
except for a small group at John Fitzgerald Kennedy Airport
(JFK) in New York.

The Branch staff at JFK performs cargo inspections pri-
marily at JFK but occasionally visits other ports, princi-
pally Boston and Philadelphia. The Washington staff covers
the rest of the United States on a spot check basis. 1In
addition, Commerce reimburses Customs for two inspectors
assigned to work with the Commerce staff at JFK.

Instructions issued by the Customs Service (then the
Bureau of Customs) to its offices in 1972 specified that,
although Customs would no longer inspect export shipments
under Commerce Department licenses, it would continue to be
responsible for inspecting exports under State Department
and Atomic Energy Commission licenses. Customs officials,
however, told us very specifically that they do not make
these inspections. Even if they did, they would be limited
to examining shipments that were specifically declared by
the exporter as being made under either a State Department
or Atomic Energy Commission {(now Nuclear Regulatory Commis-
sion) license. Under current arrangements, Customs is not
responsible for and does not inspect exports under Commerce
licenses. Therefore, even if Customs inspected shipments
declared under a State or NRC license, it would not detect
munitions or nuclear shipments fraudulently declared to be
a type of commodity permitted to move under a Commerce
general license. To detect such shipments, Customs would
have to spot inspect Commerce-licensed shipments as well,
thus duplicating the coverage of the Commerce Department's
Compliance Unit.

Also, many Customs Inspectors that we spoke with were not
familiar with the Munitions List and were not technically
qualified to inspect munitions exports. Most inspectors we
met thought of munitions as guns and ammunition. (See app.

IV on p. 61 for the Munitions List.) Commerce inspectors
told us that they do not look for illegal munitions




shipments during their inspections, nor are they qualified
for munitions control work. The job description of a
Commerce inspector requires him to be familiar with the
provisions of the Export Administration Act but properly
makes no mention of the Munitions List or the Arms Export
Control Act, as these are not the responsibility of the
Cormmerce Department.

Thus, Customs' dropping its export inspections follow-
ing the division of inspection responsibility between
Customs and Commerce has resulted in a total absence of
inspections of export shipments to assure compliance with
nunitions control requirements. Furthermore, during the
7 years since this change, the State Department has not
made other arrangements for inspections.

TEST INSPECTIONS MADE FOR GAO

As a test of U.S. firms' compliance with munitions con-
trol regulations, we asked the Customs Service to physically
inspect with us selected munitions and general cargo export
shipments in New York, Boston, Los Angeles, and San Francisco,
Customs and GAO staff inspected 74 munitions and 117 general
cargo shipments.

The almost 200 inspections performed impressed upon us
both the difficulty and necessity of an effective inspection
program. We found numerous vioclations of munitions export
regulations, which indicates, at a minimum, that not all
firms and/or agents are familiar with which items require
licenses and points up deficiencies in their handling of
licenses and SEDs.

We believe that a limited inspection program conducted
on a surprise basis would identify problems in the control
system as well as put firms on notice as to the seriousness
of the requirement that only licensed items may be exported.

A major difficulty encountered in both munitions and
general inspections was actually recognizing the item being
inspected. It takes no special expertise to confirm that a
crate contains 60 .38 caliber revolvers or 10 electric egg-
beaters. It is quite another matter, however, to recognize
an "image dissector," an "AN/ARC-114A test set," a "VBX-7504
EA BWO," an "escapement louver assembly," or a "headup
display subsystem." Given the somewhat cryptic descriptions
of exports on SEDs, the only clue to Munitions List items
may be the reference to the State Department license number.
For example, in Los Angeles a SED for an "auxiliary storage




unit" being shipped by a U.S. firm to a European affiliate
stated that it was a "replacement unit for equipment
shipped under State Department license." After both the
firm and OMC were contacted, we learned that the replace-
ment "auxiliary storage unit” did indeed require a new
license (the previous license had expired) and that the
firm would have to apply for one.

If there is no license number on the SED, an inspector
must make a difficult and potentially time-consuming series
of phone calls. For exarple, at an air cargo terminal in
Los Angeles, a SED for a "flexible pipe joint" being shipped
to a foreign government's military arsenal did not note a
State Department license. The U.S. firm, when contacted,
told us it was a replacement part for a gunpowder plant orig-
inally shipped under a license. Several phone calls and
days later, the firm notified the State Department that the
item was a "standard piping unit not uniquely built for a
powder plant and therefore is not a munitions list item."

Another obstacle to inspections is the degree of con-
tainerization of export cargo, especially at seaports.
Frequently, munitions items we had selected to inspect had
already been packed with other merchandise into large
sealed containers which shippers were naturally reluctant
to open. Even if items were not containerized, the size
of the package or method of packing had to be considered in
selecting items to inspect; a very large wooden crate would
not only be difficult to open but also require more effort
to repack. Frequently, a cardboard box would be opened only
to reveal items packed in more cardboard boxes; one shipment
of aircraft spare parts was in 13 large cardboard boxes,
each filled with a number of individually packaged items.

Despite these difficulties, we believe that an inspec-
tion program is necessary to nonitor compliance with muni-
tions control regulations.

For example, our limited inspections revealed three
shipments in Los Angeles being attempted by firms without
the required license. Several unvalidated SEDs, which might
or might not have been discovered during Customs manifest
review, were also uncovered. In San Francisco we found
one shipment being attempted with no notation on the SED
of the valid State Department license and another shipment
being made without Customs validating the SED. These
examples demonstrate that compliance cannot be taken for
granted. We believe that even a minimal inspection program
would reveal how well firms understand and are complying
with munitions export regulations.
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OTHER MEANS OF ENFORCEMENT

The Customs Service refers to cases with violations of
munitions control regulations as "neutrality" cases because
of various neutrality laws concerned with controlling com-
mercial and other activities of private citizens which could
jeopardize the neutrality of the United States in conflicts
between other countries. According to the Customs Technical
Investigations Manual:

"Strictly speaking our 'neutrality' laws embrace
those outlined in 18 U.S.C. 951/969, and 22 U.S.C
401/464, including all regulations pertaining
thereto. Laws of this nature which were first
enacted in 1793 have as their basic purpose the
control of activities that affect the neutrality
and foreign policy of the United States.

"In actual practice other statutes properly called
'munitions controls' (22 U.S.C. 1934) have proved
more effective for neutrality enforcement purposes.”

During fiscal year 1977, Customs' Office of Investiga-
tions opened 1,676 cases to investigate suspected neutrality
violations and closed 1,806 cases, which constituted about
6 percent of Customs' total investigative caseload for the
year. At the end of fiscal year 1977, Customs had 943 open
and pending neutrality cases and had made 146 (l11l.2 percent
of the total) arrests for neutrality violations, and had
seized merchandise valued at nearly $3 million.

To determine how Customs obtains information to open
investigations of suspected violations without an export
inspection program, we asked the Investigation Division for
information on all neutrality cases opened and/or closed
during fiscal year 1977 in Boston, New York, Los Angeles,
and San Francisco. The sources of information from which
these cases were initiated are shown below.

11




" Number of cases

Information Los San
Source Boston New York Angeles Francisco
Customs:
Inspectors (note a) 5 7 21 6
Office of
Investigations 34 46 205 100
Other Customs 1 4 22 10

Bureau of Alcochol,
Tobacco and Fire-

arms (Treasury) 6 3 44 16
FBI 1 8 18 5
Drug Enforcement

Administration - - 10 -
Border Patrol 1 - 6 -
Commerce Department - - - -
Other Federal

agencies 6 4 7 6
State or local

authorities 2 3 27 8

a/Inspectors do not routinely inspect export shipments
but occasionally discover suspicious looking shipments
through casual observations while moving about the
ports.

It should be noted that, although Customs has no rou-
tine export inspection program, 39 cases in this sample
were initiated through information from Customs inspectors.
On the other hand, no cases were initiated through informa-
tion from the Commerce Department, which does have an export
inspection program. This appears to confirm that the
Comnierce Department is not primarily concerned with munitions
exports in its compliance control program. Commerce Depart-
ment officials told us, however, that, if their inspectors
happened to find an obvious violation of munitions control
laws, they would refer it to Customs and have done so.

The significance of our four-region sample to Customs
as a whole is shown in the following table.
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Customs' Neutrality Investigations

Comparison of Four-Region Sample to Customs Total

Fiscal Year 1977

Number of cases
opened and/or Value of
closed Arrests  Seizures Seizures
(000 omitted)

Boston 49 - 5 $187
New York 55 2 2 67
Los Angeles 269 31 85 43
San Francisco 115 1 8 12

Sample total

Number 488 3 100 $309
Percent of

Customs total 14 23 42 10

Customs total 3,482 146 238 $2,962

Source: Enforcement accomplishments for fiscal year 1977
Departimment of the Treasury
U.S. Customs Service
Office of Investigations
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The types of munitions involved in fiscal year 1977
neutrality cases in the sample are shown below.

Number of cases
New Los San
Boston York Angeles Francisco

Weapons:
Automatic 9 9 57 24
Semiautomatic 2 2 35 7
Handguns 8 10 130 69
Shotguns 2 - 2 2
Rifles 8 3 57 11
Explosives 0 5 2 2
Other 7 8 32 27
Explosives 5 4 5 1
Ammunition 3 4 48 8
Aircraft 1 - 5 7
Vessels - 1 - -
Vehicles - - 2 -
Electronic
equipment 4 2 - -
Military equip-
ment and parts - 7 4 7
Other 10 24 13 13

The statistics on Customs' neutrality enforcement
activities and the results of the test inspections made
for us by Customs show that violations of munitions control
laws and regulations do occur. We believe that an effective
program of physical inspections of selected export shipments
could significantly improve U.S. munitions export controls.

CONCLUSION

The Customs Service is authorized to inspect exports
made under State Department license but does not do so.
Even if it did inspect such shipments, it would be unable to
detect munitions shipments which have been either inten-
tionally or unknowingly declared under a Commerce Department
license unless Customs duplicated Commerce inspections.

The Commerce Department inspects, on a sample basis,

export shipments of commodities subject to its regulations,
but does not look for illegal munitions shipments.
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CHAPTER 3

THE LICENSE APPROVAL PROCESS

NEEDS IMPROVEMENT

We sampled a number of license applications to test
OMC's procedures, and concluded that it is generally doing
a good job of using other agencies' views in the decision
process. OMC management seemed conscientious about balanc-
ing responsiveness to both industry and Government needs
and concerns. Although we noted that turnaround time was
occasionally slow, it has been improved during the past
year, and OMC is continuing its efforts to improve turn-
around time.

We believe, however, that other improvements could be
made, such as (1) making greater use of overseas embassies
in checking the validity of information concerning end use
of items and (2) using automated management data to monitor
progress of applications through the process and reduce
response time.

OMC's ROLE IN THE APPROVAL PROCESS

OMC's principal function is to make sure that U.S.
foreign policy, national security, and other needs are
considered in reviewing applications for munitions export
licenses. As such, OMC serves as a conduit for the views
of other agencies more directly responsible for the various
aspects of national policy, and brings these diverse views
together into the final decision. OMC personnel are not
experts in U.S. foreign policy, national security, or any
other technical areas; rather, their expertise lies in
knowing areas of interest and expertise of other U.S.
agencies and when to seek counsel from them in reaching a
decision on an application.

OMC obtains the counsel of other agencies by routing
individual license applications to agencies concerned with
that particular application or type of application. Not
all applications are routed to other agencies. OMC offi-
cials said they automatically disapprove those that clearly
would violate U.S. policy. .0On the other hand, OMC routinely
approves certain types of applications for which precedence
has been established.

We noted that a far greater percentage of disapgroved
applications had been routed to other agencies for comment
than had approved applications. This agrees with an OMC
official's explanation that OMC is less likely to seek
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comments from others when an application concerns an item
and country for which precedent has clearly been established,
conditions remain the same, and the potential export seems
reasonable. As an example, if approval has previously been
given to export a certain major end item to country X, then
approval of subsequent exports of spare parts for the end
item is more or less routine.

OMC's workload

The following table shows OMC's workload for the five
types of licenses it issued for the last four years.

OMC Workload Statistics

. Quantity and approval/disapproval as percentage of total processed
License type FY 1974 FY 1975 FY 1976 __ kY 19761 FY 1977
and action taken Quantity Percent Quantity Percent Quantity Percent Quantity Percent Quantity Percent

DSP-5, Pernmanent export
‘'of unclassified Muni-
tions List articles:

Received (note a) 16,944 18,452 18,049 4,553 19,377
Approved 6,14 99 7,710 99 6,11 99 4,424 98 18,34 98
Di sapproved 140 1 138 _ 1 238 _1 3 2 4" _ 2
Total 16,281 100 17,848 100 16,349 100 4,497 100 18,758 100
DSP-85, Permanent export
of classified Muni-
tions List articles:
Received (note a) 572 537 625 121 613
Approved 05 87 84 520 g2 96 80 528 83
Disapproved 58 13 8 6 nz s 24 20 moo
Total 463 100 538 100 62 100 120 100 639 100
DSP-73, Terporary export
of unclassified Muni-
tions List articles:
Received (note a) 1,179 1,247 1,222 368 1,847
Approved 112 99 186 98 R 97 362 94 1,681 93
Disapproved 13 1 22 2 36 3 a3 ) 119 _7
Total 1,126 100 1,208 100 1,154 100 385 100 1,800 100
DSP-61, Temporary import
of unclassified Muni-
tions List articles:
Received (note a) 411 67] £30 232 1,146
Approved 377 99 663 99.8 855 99.7 225 100 1,123 99.9
Cisapproved 3 1 ! 0,2 _3 0.3 il . ! 0.1
tiotal 30 J0e 664 100.C g8 100.0 228 100 1,124 100.0
Manufacturing and Technical ' _
Assistance Agreements:
Received (note a) 298 320 412 80 521
Approved 188 96 211 97 282 93 81 88 406 9z
i sapproved 74 6 3 23 7 Al e 34 &
Total 19% 100 27 1w w100 %2 100 “o 100
&/ Quantity shown s the acteal number received minus those returnec without action because the application was
incomplete or isproperly cone, etc.
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Input from other agencies

As a test of the frequency with which OMC seeks comments
from other agencies, we analyzed available data for a random
sample of 86 approved and 49 disapproved applications. We
found that 96 percent of the disapproved applications and
24 percent of those approved had been routed to other agen-
cies.

As shown below, most of the disapprovals resulted from
Department of Defense objections.

Number of
applications Percentage
routed to of
Commenting agency agency (note a) Objection objections
Defense Department 39 35 90
State Department
regional and func-
tional bureaus 44 18 41
Arms Control and
Disarmament Agency 10 3 30
National Aeronautics
and Space Admin-
istration 3 - -
State Department
Assistant Secretary
for Human Rights and
Humanitarian Affairs 3 3 100

a/ An application may be routed to more than one office,
bureau, or agency.
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Reasons for disapproving applications are shown below.

Number of
Reason times used

Release of advanced state-of-the-art equip-
ment or data would be premature. 11

Release of the equipment or data would reveal
U.S. capabilities and might result in foreign

production. 2
Equipment or data too sensitive. 5
Item was developed for U.S. forces, is still

under evaluation, and is in short supply. 1
Reliability of equipment is questionable. 1

Classification level of equipment or data
exceeds U.S. disclosure limits for the
particular country involved. 7

U.S. policy is not to sell such advanced
equipment to proposed recipient country. 2

U.S. policy prohibits sale of munitions to
proposed recipient country. 2

U.S. policy is not to sell automatic weapons
to private individuals or to export guns
capable of accepting silencers or suppressors. 4

Denial based upon human rights considerations. 3

U.S. Embassy investigation of proposed buyer
disclosed that application contained false
or misleading information. 1

Denied pending review of U.S. arms transfer
policies. 1

Between fiscal years 1974 and 1977, OMC denied an
increasing number of license applications and in recent
years has disapproved a larger percentage of applications,
The ratio of approvals to disapprovals dropped from 83 to 1
in fiscal year 1974 to 33 to 1 in fiscal year 1977. Never-
theless, OMC still denies only a small percentage of all
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applications. For example, in fiscal year 1977 OMC denied
only 3 percent of the applications it processed that year.

We found that more than 50 percent of the applica-
tions denied were for shipments of technical data, not
military hardware. Almost one-third of the sampled appli-
cations denied were for shipments to NATO countries, Japan,
New Zealand, and Israel, although the President's May 19,
1977, policy statement calling for restraint in conventional
arms trade specifically excluded these countries from any
reductions in arms sales because of U.S. treaty and security
obligations.

Timeliness of application review

In January 1978, the Undersecretary of State for Secu-
rity Assistance, Science and Technology issued a standard
operating procedure for interdepartmental clearance of arms
transfers and commercial arms exports, which stated that
organizations receiving for comment export license requests
from OMC would have 20 working days to complete their reviews
and submit recommendations to OMC. At the time of our re-
view, OMC did not have information prepared on the frequency
with which the 20-day target was being met, but it did pro-
duce a monthly report on license applications held by other
agencies and State Department bureaus more than 30 calendar
days. Allowing for weekends this would roughly equate to
20 working days.

The purpose of this report is to assure timely respon-
ses from the other bureaus and agencies. OMC does not
similarly report externally on license applications it
has held for more than 30 days without making a decision.
However, it does reqularly report such cases to higher
levels in the State Department.

Analysis of our sample cases showed that 73 percent
of the approved applications were completed within 30 days
of receipt of the application and 87 percent within 90 days.
Only 5.8 percent took over 120 days.

Those that were disapproved, however, took longer;
only 4 percent were completed within 30 days and 39 percent
within 90 days. Thirty-two percent took over 120 days. One
should remember, though, that the disapprovals represent
only 3 percent of all applications.

We believe that preparing reports on the timeliness of

its license application review process would make OMC more
aware of situations where review takes substantially more
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than the 20-day goal. Since OMC presently prepares such
information on other agencies and State Department bureaus,
it should expand its report to include the timeliness of its
ownh activities and thus monitor the total review process.

PRESHIPMENT AND POSTSHIPMENT
END USE CHECKS

OMC sometimes makes use of a technique it calls the
"end-use check," in which OMC or one of the State Department
bureaus requests the U.S. Embassy in the recipient country
to verify information in the application concerning the
buyer, ultimate end use, and destination of the item or data
to be exported. Most such reports from embassies that we
reviewed confirmed the truthfulness of information in the
application, but we did note a few cases in which the
embassy found the application facts to be false and recom-
mended against approval. For example, one application in-
dicated the export items would be used by a certain coun-
try's national police. The end use check revealed that the
police had no knowledge of the sale, and OMC denied the
application.

A State Department official said that requests for
end use checks, in which the embassy is asked to verify
specific information, are more useful than those which
simply ask for the embassy's views. Of the 30 end use
checks we reviewed, 12 were of the unspecific variety.

We discussed end use checks with officials in a
number of U.S. Embassies in Latin America and Europe.
Generally, they thought them a useful tool that should be
used more. They also said they cannot really evaluate the
usefulness of the information they provide because (1) OMC
does not inform the embassy whether or not the application
was approved and (2) no followup has ever been done, to
their knowledge, to determine the actual (as opposed to the
stated) end use of articles exported.

OMC officials told us that most end use checks have
been for Latin American countries. We reviewed both OMC's
and the State Department's Bureau of Inter-American Affairs'
files and found that OMC had requested only 14 such checks
and the Bureau 16 between April 1, 1977, and March 30, 1978.
Considering the potential importance and value of this inde-
pendent verification of the essential elements of the pro-
posed exportation, we feel that OMC should make greater
use of it.
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OMC officials told us that they have only infrequently
asked U.S. Embassies to verify the buyers actual use of a
Munitions List item after he receives it. The Commerce
Department has recently experimented with this technique
as a means of detecting and deterring diversion of items
from the use or destination stated in the license applica-
tion. In general, in a situation in which Commerce sus-
pected the licensed item might be diverted to a forbidden
use or destination Commerce granted the export license
with the condition that the seller include in his contract
with the buyer a clause allowing representatives of the
U.S. Government the right to inspect the item on the
buyer's prenises upon short notice any time within 3 years
after purchase,

We suggest that OMC investigate using this method as
a further means of assuring that exported munitions go
where intended. It has limitations, of course, such as
being of little value with a buyer with no real roots or
permanence in his locale, but it could be effective in the
right conditions.
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CHAPTER 4

DOCUMENT CONTROL ERRORS FURTHER

WEAKEN MUNITIONS CONTROLS

Errors being made by Customs Service personnel in con-
trolling and processing export licenses and SEDs further
reduce the effectiveness of shipping document control as a
means of preventing and detecting improper exports and
cause inaccuracies in OMC's management information data.
The errors may be attributed, in part, to the fact that OMC
has not issued standardized guidelines or instructions to
govern the handling and processing of munitions export con-
trol documents and, in part, to insufficient attention to
export control by Customs.

Enforcement is further weakened by Customs' inconsist-
ency in levying penalties against exporters for improper or
illegal actions.

ERRORS BY THE CUSTOMS SERVICE

In observing Customs procedures at seaports and air-
ports in New York, Boston, Los Angeles, and San Francisco,
we documented a variety of procedural errors. Some were
common to several locations. Among the more prominent
errors by Customs were:

--Shipments recorded on the back of the license
exceeded the amount authorized on the face, several
by well over 1,000 percent.

--Inaccurate amounts were recorded on the back of the
license, both in terms of quantity and value shipped.

--Completed licenses were not returned to OMC as re-
guired by regulations.

--Some ports validated SEDs for shipment under licenses
held at different ports without calling those ports
for verification.

--SEDs were held by Customs until the license expired,
being returned to them promptly to OMC as required
by regulation.
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--SEDs validated by a port other than the one holding
the export license were not transmitted promptly
to the port with the license for posting of shipment
and for calculation of the remaining authorized
balance.

--When shippers submitted corrections of erroneous SEDs
to Customs, Customs personnel did not correct the
license posting or send the correction to OMC.

--Inconsistent procedures resulted in duplicate SEDs
being sent to OMC.

ERRORS BY LICENSEES

In addition to errors by Customs, we noted quite a
number of errors made by licensees themselves and/or their
freight forwarders in preparing and handling SEDs and in
following the prescribed procedures, such as:

--Making or attempting to make shipments without first
filing the export license with Customs.

--Making shipments without having the SED validated
by Customs.

--Making shipments before submitting SEDs to Customs
for validation.

--Submitting incomplete and/or inaccurate SEDs.

Details and examples of these errors are given in Appendix I.
(See p. 49.)

CUSTOMS MINIMIZES EXPORT CONTROL

Among other things, export control personnel should:

--Be completely familiar with complex OMC export
control regulations, know when they are violated,
and issue appropriate penalties.

--Compare license and SED data before the goods are
exported.

--Coordinate export control verification with shippers,
exporters, freight forwarders, and other customs
ports.
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--Ensure accurate reporting to the Bureau of the
Census and to OMC.

--Perform the necessary work to ensure that the
exports OMC has authorized in Washington are
accurately and completely recorded when shipped.

The priority that Customs gives export control is
reflected in its staffing of export control positions.
In San Francisco for example, export controls processing
responsibilities changed hands five times from October
1976 to November 1977. The position was not permanently
filled until 1 year after a full-time staff member retired
in 1976. This may account for some of the paperwork
deficiencies we found.

In Los Angeles, the Customs clerk whose main job was
import controls also covered export controls as an extra
duty. She spent only about 10 hours a week on export
control and said it wasn't enough. Although we observed
that export license and SED processing presented no work-
load problems for the clerk, we also observed that certain
processing procedures were not performed. At another
location, the export control position was technically
vacant. Consequently, export license and SED processing
procedures were performed only as other duties in addition
to a primary assignment.

Since import functions consume almost all the staff's
time, ship manifests of exported goods are not always
checked for unvalidated SEDs, licenses are not returned
promptly, and calls are not always made to verify that
licenses are lodged at other ports. One Customs staff
member who supervises license and SED processing noted
that, as far as exports are concerned, the staff does
"only what we have to do."

We believe that Customs does not attach enough
importance to export control work. We question whether
sufficient consideration has been given to the fact that
export control work directly affects the accuracy of
reports to the Congress. (See ch. 5.) As pointed out
in our discussion of errors made by Customs personnel,
the accuracy and timeliness of export data reported
to the Congress is directly affected by the quality
of work performed and time allowed export control staff
to perform the work.
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CUSTOMS EXPORT CONTROL
STAFF NEEDS GUIDANCE

We believe that many of the procedural errors we found
can be attributed to a lack of instructions or guidelines.
OMC has not issued clear, concise guidelines on the proper
handling of export documents for munitions shipments, and,
judging from the errors we found, they are needed. 1In our
opinion, the ITAR does not provide sufficient procedural
guidance.,

OMC should prepare very specific and clearly worded
guidelines to aid Customs export control personnel in proc-
essing munitions export control documents. OMC should
also take measures to assure that the guidelines reach the
Customs clerks and other personnel who actually need them.
We noted that the Customs staffs in Los Angeles,

San Francisco, and New York were using outdated ITARs, or
had no copy of the ITAR at all.

VIOLATORS OF REGULATIONS NOT PENALIZED

The integrity of any control system rests on the
clarity and enforcement of its rules. During our visits
to Customs offices, we noted inconsistency in Customs'
levying fines when SEDs were not validated prior to
shipment. The few fines we saw had been levied against
the shipping company or airline carrying the shipment,
rather than the licensee or freight forwarder, and were
often reduced to only $25. In our opinion, these fines
were not levied against the party committing the violation
and were too small to be effective.

Different sections of the Foreign Trade Statistics
Regulations issued by the Bureau of the Census were used
as the basis for the fines. New York referred to section
30.24, which requires carriers under bond to file the
required manifest and related SEDs within the allowed
time period after departure. San Francisco cited
violations of section 30.12, which requires the exporter
or his agent to deliver the required numbered of SEDs
to the carrier prior to export. Both sections carry a
penalty for violation not to exceed $1,000. However,
neither section 30.12 nor 30.24 specifically requires a
licensee to submit SEDs to Customs for validation prior
to export or provides a penalty for failure to do so.
Customs personnel at JFK Airport attempted for a 3-month
period to fine licensees for non-validation of SEDs
but stopped when the airport claims division questioned
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their authority to do so. Los Angeles Customs officials
told us they were reluctant to issue penalties because
the Foreign Trade Statistics Regulations did not specifi-
cally address failure to validate a SED.

None of the above-mentioned Customs offices had cited
violations of the ITAR in assessing penalties. The ITAR
specifically requires Customs validation of SEDs prior to
shipment. The Arms Export Control Act, as amended, provides
both civil and criminal penalties for violation of the
ITAR. Civil penalties may be levied by the Director,
Bureau of Politico-Military Affairs, Department of State,
for violation of arms export control regqgulations; but it
appears that Customs has not always informed OMC of viola-
tions so that the Director of the Politico-Military Affairs
Bureau might take appropriate action.
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CHAPTER 5

OMC'S DATA PROCESSING NEEDS IMPROVEMENT

Deficiencies in OMC's data processing, coupled
with document handling errors by the Customs Service, are
causing significant errors in OMC's data base from which
it prepares the reports to the Congress required by section
657 of the Foreign Assistance Act. The 657 Report can
never be completely current and accurate because of the
inherent timelag in the system for reporting exports to the
control agencies; nevertheless, OMC could make substantial
improvement in the accuracy of its data.

DATA BASE ACCURACY IS QUESTIONABLE

To check the accuracy of OMC's data base, we tested
the dollar amounts of exports by individual licenses as
shown on an OMC computer printout for 99 randomly selected
licenses of the 40,022 that had been approved by OMC during
fiscal years 1976 and 1977. A conservative projection of
our sample results, at a 95-percent confidence level, indi-
cates that the export values shown in OMC's data base are
questionable for about 50 percent of all expired or returned
1976 and 1977 licenses.

Because of a sampling anomoly, we cannot project the
dollar amount in question with a reliable degree of accuracy.
In our sample, however, OMC's data appeared to be overstated
by $424,623, or 17.6 percent, and understated by $281,487,
or 11.7 percent. The absolute value of possible error was
$705,750, or 29.3 percent. The net effect of possible errors
was an overstatement of $142,776, or 5.9 percent.

While the net effect in dollar terms may appear insig-
nificant, there is no assurance that future errors will
always be offsetting. Furthermore, the above figures repre-
sent sample totals and are not projected to a universe total.
The 657 Report lists exports by individual countries. While
the total figure for all exports cited may be accurate within
an acceptable range, the figures reported for individual
countries or regions remain subject to very serious distor-
tion.

Finally, we should explain why we say that the values
for 50 percent of the entries in OMC's data base are "ques-
tionable” rather than "erroneous." OMC's data base contains
export values from two sources--SEDs and the amounts posted
by Customs on the back of licenses returned to OMC. The 657
Report is based upon the figures derived from SEDs. We tested

27




the SED figures shown on OMC's computer run by comparing
them to posted values on the backs of actual returned
licenses and, in some cases, by telephoning the exporter
for information. While this method readily identifies dis-
crepancies between the two sources, it was not possible
in every case to determine which figure was in error.

As noted in previous chapters, a significant number of
procedural errors are made by the Customs Service which
can affect OMC's data. 1In checking to the third source,
we found, as one might suspect, that in nearly half the
cases the exporter's figure did not agree with either
OMC or Customs, as will be explained in this chapter.

QObvious errors

There were obvious discrepancies on 29 of the licenses
tested. The amount exported, as noted by Customs on the
back of the license, simply did not agree with the amount
shown on OMC's printout.

Eleven expired licenses that should have been returned
to OMC were not in the files and could not be found., It
was, therefore, not possible to compare the printout to
those licenses. We tested the printout accuracy for those
licenses by telephoning 7 of the 11 licensees and asking
for information from their records on the value of exports
shipped by them under those licenses. Each of the seven
reported a significantly larger value exported than shown
on the OMC printout.

Hidden errors

As a further test, we telephoned 12 of the 50 licens-
ees whose licenses, as posted by Customs, agreed with OMC's
printout and found that five of them did not agree with the
figure shown by Customs and OMC. Each indicated that a larger
amount was shipped than did Customs and OMC. The other
seven agreed with the printout.

Sampling conclusion

Using very conservative techniques, we estimated that
50 percent of the export values in OMC's data base as of
May 1978 for expired or returned 1976 and 1977 licenses
were questionable., The error rate for our estimate is 10.3
percent, which means the estimated percentage of question-
able value entries could range from 39.7 to 60.3 percent.
We are confident, however, that the actual discrepancy rate
is 50 percent or higher.




OMC's reports to the
Congress have been inaccurate

Licensed munitions exports increased from $800 million
in OMC's fiscal year 1975 section 657 Report to nearly
$1.8 billion in the 1976 report--over a 1l00-percent increase.
The Director of OMC acknowledged that munitions exports
had been understated in the reports prior to 1976 because
the statistical unit could not keep up with its workload.
It simply could not stay current in processing (coding
and keypunching)} export documents. Thus, many exports had
not been entered into the data base by the time the 657
Report was compiled. In an attempt to overcome this bottle-
neck, OMC hired a contractor in September 1975 to process
export documents.

The problem is apparently still not solved. Improved
though it was, the 1976 report was still significantly
understated. It had been prepared from a computer print-
out dated March 1977 which had been destroyed before our
review started. However, OMC had a later printout, dated
November 2, 1977, which showed fiscal year 1976 munitions
exports as $1.9 billion. Apparently, OMC's contractor
processed an additional $108 million in fiscal year 1976
export documents between March and November 1977.

Furthermore, the 50-percent error rate in our test
sample of returned licenses suggests that much of the data
in OMC's data base is inaccurate. As a further test, we
traced figures from 10 of the sample licenses with dis-
crepancies to OMC's computer printouts which are the
source for the section 657 Reports to the Congress. The
same guestionable figures were in the printouts for all
10 licenses.

UNTIMELY REPORTING

As noted on page 4, the Foreign Assistance Act requires
the 657 Report to be submitted to the Congress not later
than March 31 of each year for the prior fiscal year. OMC
did not send its report for fiscal year 1976 to the Congress
until March 10, 1978, nearly a year beyond the target date.
In May 1978, the report for fiscal year 1977 was already
a month late and only in the rough draft stage. This, and
the fact that the 1976 report omitted some data because
of late processing, indicates that OMC was not keeping up
with its workload of processing export documents to update
its computer data base.
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In December 1978 OMC officials said the processing was
caught up and staying current.

Also, as we mentioned, Customs personnel frequently are
not timely in forwarding export documents to OMC for process-
ing. OMC officials pointed out that the 657 Report would
always be understated to a degree because of late reporting
of exports to OMC.

CAUSES OF ERRORS

In chapter 4 we reported that errors by Customs in
handling SEDs and licenses result in inaccurate and
untimely reporting of export shipments to OMC. Errors in
OMC's data base and related reports occur because (1)
Customs makes errors in posting shipments to licenses and
in submitting SEDs and licenses to OMC, (2) OMC makes
errors in controlling export documents and in transferring
data from the documents to computer records, and (3) OMC
does not have sufficient quality control procedures to iden-
tify and correct these errors. Also OMC may not have enough
personnel assigned to data processing, and at the time of our
review, was using them ineffectively by placing too much
priority on putting prior years' data on the computer and
too little priority on identifying and resolving current
data discrepancies and system weaknesses that create those
discrepancies.

In addition, OMC and the State Department have made
slow progress in designing and implementing a complete
automated data management and management information
system, The current system was established in 1971 for
the purpose of producing the 657 Report. It has been re-
vised several times since but is still not a complete
management information system and still does not produce
accurate reports.

Expired licenses not accounted for

OMC does not effectively account for returned licenses.
It has no procedure to ensure that expired or completed
licenses are returned, nor does its computer data accurately
reflect when a license has been returned. Of the 99 licens-
es in our sample, 79 had expired on or before March 31, 1978,
and should have been returned to OMC. The computer run of
May 10, 1978, showed that only 35, or about 44 percent, had
been returned. A search of OMC's files, however, unearthed
another 34 that had been returned and filed without being
processed into the data base and were thus not on the com-
puter run.
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The remaining 10 licenses, plus one of the 35 the com-
puter listed as returned, could not be found in OMC's
offices. We telephoned the licensees and/or their agents
on 7 of these 11 licenses for which OMC's printout showed
no exports and were told by all of them that export ship-
ments had been made under the license authority. In
summary, projecting our sample findings indicates that
about 13 percent of the expired licenses which should have
been returned to OMC were missing and that about 43 percent
had been returned but were somehow filed by OMC without
being entered into its data base.

Returned licenses not
checked against data base

OMC officials said they relied on the accuracy of
Customs' shipment postings on the back of returned licenses
to verify data from SEDs already in the computer. As
previously stated, we made this same test on a sample of
99 licenses. We found an error rate of such proportions
that we could only conclude OMC had not performed this
accuracy check in the past.

Twenty-nine of the licenses in our sample had obvious
discrepancies between the data posted by Customs on the
back of the licenses and OMC's printout. Although most of
these licenses had expired before our fieldwork, the dis-
crepancies were still unresolved by OMC.

We telephoned the licensees on 7 of the 29 licenses
in question and asked for shipment information from their
records. Five of the 7 agreed with the value shown by
Customs on the back of the license. The other 2 did not
agree with the figures of either Customs or OMC, as shown
in the following table.

Value shipped

License Expiration Value Per Per Per
number date authorized oMC Customs licensee
02502 9/ 8/76 $ 1,783 $ - $ 1,783 $ 1,783
04174 10/ 2/76 14,417 1,19 1,465 14,416
05069 11/21/76 47,250 - 15,750 47,250
05512 10/29/76 1,260 - - 1,260 1,260
13077 3/17/77 66 - 66 66
29890 1/ 3/78 16,974 - 17,946 17,946
35123 3/30/78 448 - 448 448
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Since some of the licensees' shipment information did
not agree with either OMC or Customs, we also performed a
telephone check on 12 sample licenses which did not show
differences of shipment value between OMC's printout and
the Customs postings on the licenses. We were also moti-
vated by our observations of Customs' procedures (ch. 4),
which indicated a high degree of error in Customs' export
postings on licenses. Seven of these licensees agreed with
the figure shown by OMC and Customs and five did not, as
shown below.

Value shipped
License Expiration Value Per Per Per
number date authorized oMC Customs licensee
02036 8/20/76 $3,996,400 $ - $ - $ -
03341 10/31/76 7,485 - - -
07290 1/14/77 100 - - 100
07705 12/ 4/76 35,400 - - 35,400
09027 12/31/76 102,980 16,047 16,047 16,047
25336 10/ 5/77 10,801 68 68 5,512
27396 11/11/77 7.792 - - -
26590 2/10/78 70,000 35,000 35,000 70,000
29034 12/31/77 1,567,131 - - -
32019 2/14/78 3,670 - - 3,670
33761 3/16/78 3,045 - - -
43666 8/24/78 26,350 26,350 26,350 26,350

Known discrepancies not corrected

When OMC's coding and keypunching contractor discovers
discrepancies, he notes the documents and returns them
unprocessed to OMC for resolution. One would expect OMC
to resolve the discrepancy and return the documents to the
contractor. At the time of our review, however, we saw
boxes containing at least 250 such documents dating as far
back as 1976 which OMC had not followed up on. This data,
therefore, was omitted from OMC's data base.

For example, 2 licenses in our sample of 99 licenses
were so notated by the contractor and returned unprocessed.
On one license the SED value exceeded the authorized value
($4,384 authorized, $13,974 exported), and Customs had not
properly indicated the quantity exported on the back of the
license. We telephoned the licensee, who could not provide
the exact figure for value shipped but did say that the
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authorized quantity had been shipped. For the other license,
the contractor's note stated, "Shipment of 5/22 for $316,387
was SEDed twice."

During our work, we noticed 20 other licenses not in
our sample which had been returned unprocessed by the con-
tractor for the following reasons:

~--Twelve licenses had discrepancies between export
values per OMC's computer and Customs' posting on
the licenses.

~--Four licenses indicated actual export shipments
exceeded authorized amounts.

~--One license indicated that a shipment occurred
before the license was issued.

~-One license was incompletely filled out by Customs
as to quantity, commodity, value, and date of export.

~-0On one license, the contractor noted that recordings
of shipments were "a mess." We would call that one
illegible and saw several others that were very
messy.

Inadequate SED processing

OMC sometimes receives duplicate copies of SEDs from
Customs. The OMC statistical staff is supposed to screen
SEDs for duplicates before sending them to the contractor
but is not doing so. Duplicate SEDs could be easily
identified because they have the same Customs validation
number stamped on the upper right-hand corner. The Customs
validation number is not entered into OMC's computer data
base, and after a SED is keypunched by the contractor it
is destroyed.

Having thus thrown away this valuable key to reconcil-
ing errors, OMC then must rely upon Customs' shipment
postings on the back of the license (or telephone the
exporter), to verify SED data in OMC's computer. The head
of the OMC statistical unit explained to us that until
a license is returned by Customs, two shipments of equal
value are assumed to be different shipments unless they
exceed the license face value. If Customs records only one
of the shipments on the back of the license, OMC assumes
that the other shipment was a duplicate.
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In our sample, 8 of the 99 licenses had only one ship-
ment posted whereas OMC's computer SED data indicated two
or more identical shipments on or about the same date. For
these eight licenses, it is possible that OMC recorded
duplicate SEDs or perhaps OMC's contractor mistakenly coded
the same shipment twice--once from the SED and once from
the returned license. It is also possible that duplicate
shipments were actually made but not recorded by Customs.

Without the Customs validation number or the SED source
document the only way to reconcile the conflicting data is
to contact the exporter.

Processed data not verified

All data processed through OMC's computer, including
that with errors, are shown by license number on a printout.
By comparing the printout data with source data in a timely
manner, OMC could identify and resolve errors as they occur.

During our review, OMC had several large stacks of un-
checked printouts dating back through 1977. We reviewed
38 of them dating from January 5 through May 11, 1978.
These printouts showed a total of 398 discrepancies.
Twenty-one printouts had a total of 147 errors in the ini-
tial license entries, and 13 had 251 discrepancies in SED
and returned license entries. Only one of the 38 printouts
showed signs that an attempt had been made to identify and
correct errors already in the system. Most of the errors
were the result of:

--Data entries incorrectly coded or keypunched.

--SEDs with value or quantity greater than that autho-
rized on the license.

--Returned licenses with dollar values recorded by
Customs either more or less than the authorized
amount or the SEp amount.

--SED and return license entries for licenses not in
the computer system.

OMC MANAGEMENT INFORMATION
SYSTEM IS INADEQUATE

Over 2 years ago, the Department of State's Inspector
General reported that OMC's statistical unit did not produce
enough information for the Director to effectively manage.

We believe the Inspector General's conclusion is still valid.
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The problem is not a lack of data but of accessibility.

At the time of our review, the only data which was comput-
erized, and therefore readily available, was for approved
military hardware licenses. Data on license applications
was kept by hand, from which statistics were manually pre-
pared on the number of licenses received, approved, dis-
approved, returned without action, and licensing officer
workload and timeliness.

OMC's Director maintains his own personal information
system on license applications, consisting of handwritten
lists and summaries of each day's activity which he uses to
keep track of what is going on, to monitor the progress of
applications, and to respond quickly to inquiries about
specific applications. He prepares the lists by hand
because data is not computerized until an application is
approved.

The Director realizes that one of OMC's primary needs
is automation of all necessary management data. Since the
computers that service OMC belong to the State Department
and serve many other State offices, solution to the problems
does not lie entirely within OMC's control.

The Department is currently taking steps to correct
this problem. A program has been prepared to address all
of OMC's informational needs which is under review by OMC.
The current plan is to place all OMC records and data on
the computer starting with license applications as they
are received. The system will receive license application
data from terminals located in OMC's offices. Export data
will continue to be entered from contractor-prepared punch
cards. Data would be processed on a real-time basis,
according to the program now under review, and management
reports would be returned to OMC.
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CHAPTER 6

CONCLUSIONS AND RECOMMENDATIONS

Much of the U.S. munitions export control system does
not work as it should and cannot be depended upon to ensure
that munitions are not exported without a license or that
shipments made under license conform to license terms.
Required reports submitted to the Congress have been
inaccurate and late because of errors in OMC's data base
which are the cumulative effects of procedural errors in
document control by Customs personnel and in data process-
ing by OMC personnel. Furthermore, OMC's management infor-
mation system does not provide enough data for the Director
of OMC to properly manage its activities without resorting
to laborious, handwritten lists and statistics.

The primary deficiency in compliance assurance is the
lack of physical inspections of export shipments to detect
unauthorized shipments and to provide more of a visible
deterrent to the public.

While it is true that the Customs Service Office of
Investigations uncovers a significant number of munitions
export violations each year, there is no way to measure
what portion of the illegal munitions traffic is thus
detected. We believe the fact that a sizable number of
violations are detected from intelligence leads, fallout
from other enforcement and investigation activities, etc.,
without an inspection program is evidence that a much
larger volume of illegal or improper munitions traffic is
actually occurring.

RECOMMENDATIONS

To correct the problems identified in this report, we
make the following recommendations.

To strengthen compliance assurance and
avoid potentially duplicative programs

In our opinion, the absence of physical inspections of
export shipments seriously weakens munitions export controls.
We believe that an effective export inspection system is es-
sential to assure compliance with export regulations and
license terms.

We therefore recommend that the Secretary of State
arrange with the Secretary of Commerce and the Director,
Office of Management and Budget, to incorporate compliance
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inspections for munitions exports into the Commerce Depart-
ment's own export compliance program with appropriate
budget and personnel increases. This would result in
Commerce making all physical inspections for all industrial
articles being exported. Note that we are not suggesting
that each inspector should be an expert in all types of
commodities, only that the inspection of export shipments
to assure compliance with all standing U.S. regulations

be placed under a single manager to ensure adeguate coordi-
nation between various inspection programs. Because of the
many different types of products being exported and the
complex nature of the various U.S. control lists, it would
no doubt be necessary for export inspectors to specialize
by control list. They should, however, be crosstrained so
as to be sufficiently familiar with the other lists to
recognize potential violations and know which experts to
call upon for confirmation. The Director of OMC should
report on the deficiencies uncovered in these inspections
in the OMC Munitions Control Newsletter as a means of both
educating exporters and enlarging the deterrent value of
the program through increased visibility.

To further facilitate inspections of and for munitions
exports, whether performed by Commerce or Customs inspectors,
we recommend that the Secretary of State:

~--Prepare and issue, to the extent possible, specific
lists of items known to be subject to OMC license.
The lists might be by classification category as
cited in the ITAR and could be issued as an addendum
to the ITAR. Their specific purpose should be to
assist inspectors who cannot reasonably be expected
to develop technical expertise on the many items
covered in general terms by the ITAR. In preparing
these lists, the Director, OMC, should be guided
and assisted by the Secretary of Commerce and the
Secretary of Defense.

--aAmend the ITAR to require that the manufacturers of
specific items subject to OMC licensing, the improper
export of which might affect national security inter-
ests, clearly label such items with a warning that
the item may not be legally exported without OMC
license and citing the appropriate regulation. The
label should be permanently affixed to the item
itself, if possible; otherwise it should be on the
container and accompanying brochures, instructions,
documents, etc.
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We also recommend that the Secretary of State coordi-
nate with the Commissioner of Customs and the Secretary of
Commerce to work out specific procedures to ensure that
(1) Customs and Commerce personnel inform OMC of all noted
violations of the ITAR and (2) proper penalties are levied
in all such cases.

To improve export document control

We recommend that the Secretary of State consider eli-
minating the current system of requiring SED validations
and license control by the Customs Service. The many
errors and inconsistencies being made by Customs may be
negating the control benefits of the system. This was the
conclusion reached by a consultant to the Commerce Depart-
ment in 1971 which led Commerce to drop the Customs

I N N

If a decision is made to retain the current system, we
would recommend that the Secretary of State issue written
guidelines for U.S. Customs export control staff on the
handling of munitions export documents covering each step
from issue of the license to return of the completed license
and all related SEDs to OMC. We suggest the guidelines
cover such subjects as:

--When expired and/or completed licenses should be
returned to OMC; i.e., 15, 30, or 60 days after
expiration or final use of the license.

~-~How corrected SEDs should be processed and sent
to OMC.

-~-How Customs staff should process SEDs that are
presented for validation at a port other than
where the license is filed, i.e., how to avoid
sending duplicate SEDs to OMC.

--What actions Customs staff should take where
unvalidated SEDs are discovered in shipping
manifests or where unvalidated SEDs are turned
in by applicants or agents.,

--The extent to which shipping manifests should be
checked by Customs staff for unvalidated SEDs.

--The procedures Customs staff should follow when
overall export data on the SED generally conforms
to the license but does not conform in all details.
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--How Customs should uniformly indicate exports on the
back of the license, including partial shipments.

We also would recomnmend that the Secretary of State
periodically verify that these procedures are being followed
by either analyzing export documents received from Customs
or by visiting Customs port operations.

We would further recommend that the Secretary of State
take the following actions to increase effectiveness of
export document control.

~-Mail export licenses directly to the District Direc-
tor of Customs at the port where the applicant states
most of his shipments will be made, instead of mail-
ing them to the applicant.

~-amend the ITAR to require that SEDs for OMC-licensed
exports be submitted to Customs for validation not
less than 48 hours before scheduled carrier departure.

To improve the license approval process
and OMC's information system

Although we found the current license approval process
to be generally good, we did note several areas where
improvements could be made.

A major deficiency is the lack of readily available
data to identify strengths and weaknesses in the license
review process. OMC is developing a better information sys-
tem and entering more data, but we believe priority should
be given to ensuring the accuracy of this data and of data
already automated. We guestion the wisdom of laying addi-
tional tasks on the statistical unit staff in view of the
inaccuracy of data now produced by that unit.

We therefore recommend that the Secretary of State:

--Use both preshipment and postshipment end use checks
more frequently and give Embassies feedback on the
licensing decision.

--Concentrate efforts on reducing discrepancies in
current automated data before resolving prior years'
records by establishing routine procedures to

--check SEDs for duplicate copies before they are
entered into the data base,
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--retain SEDs until the data has not only been
entered into the computer's data base but has
also been checked for accuracy,

-~-determine which returned licenses are now in OMC
files but not on its computer,

--determine which licenses have expired but have
not been returned to OMC,

--obtain unreturned expired licenses and if not
possible, document and analyze the reasons why,

-=-ensure that unprocessed data, returned by the
contractor because of errors, is corrected and
returned to him for processing, and

--reconcile export data on returned licenses and
SEDs before entering the returned license export
data into the data base, making certain that all
necessary export data adjustments and the reasons
therefor are fully documented by OMC on the back
of the returned license.

To improve reporting to the Congress

We recommend that the Secretary of State make every ef-
fort to provide required reports to the Congress when they
are due.

Followup

We recognize that there are arguments for and against
our proposed solution to the problem of inadequate munitions
export inspections, as reflected in the following agency
comments. The validity and importance of the points raised
no doubt vary in each agency's point of view. We also recog-
nize that an effective compliance program could be built
around test inspections by either Customs or Commerce. The
thread of commonality in each agency's comments, however,
is recognition that the problem exists and that the system
for assuring compliance with munitions export regulations
needs to be improved.

We recommend, therefore, that upon conclusion of appro-
priate study and coordination with the other agencies, the
Secretary of State advise the Congress of steps taken or
planned to establish export inspections adequate to ensure
compliance with munitions export regulations.
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AGENCY COMMENTS

State Department

OMC officials said the report criticizes and dwells
upon aspects of OMC operations that it considers of lesser
importance while devoting only a few lines to acknowledg-
ing the good job OMC is doing in the area it considers to
be the core of its mission; namely, making licensing deci-
sions. (GAO response: The purpose of our review, however,
was to evaluate the effectiveness of munitions export con-
trols. We chose, therefore, to concentrate upon what we
perceive to be the major weaknesses of these controls as
currently implemented--inadequate enforcement and insuffi-
cient management information.)

According to OMC officials the report required by sec-
tion 657 of the Foreign Assistance Act will always be under-
stated due to the timelag in export reporting to OMC. The
officials noted that the later the report is issued the more
accurate it should be. As to the accuracy of the report, it
has been OMC's impression that the Congress wanted a report
that portrayed an order of magnitude for management pur-
poses more than pinpoint accuracy. Officials said the quar-
terly reports OMC submits to the Congress are probably more
useful for oversight purposes than the report required by
section 657, which is basically a historical document.

OMC officials agreed with the proposal that the Secre-
tary of State arrange with the Secretary of Commerce to
incorporate compliance inspections for munitions exports
into the Commerce Department export compliance program and
said they will discuss the idea with Commerce officials.

OMC officials did not agree, however, that eliminating
the Customs validation process for SEDs would be a good idea
but did consent to study the proposal further.

OMC agreed that better guidelines for munitions export
document control are needed and said they will prepare them
and agreed that it needs to more closely monitor implementa-
tion of such procedures by Customs. At the time of our
review, only one OMC official was assigned to enforcement
activities and he had many other responsibilities as well.
OMC officials said they had recently transferred an author-
ized vacant position from OMC's statistical unit to enforce-
ment and would soon fill the position. (GAO response:

While we feel OMC needs help in its statistical unit as
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well as in enforcement, we agree that if a choice on re-
source allocation must be made, enforcement should take
priority.) ‘

Concerning the recommendation to mail licenses directly
to Customs, OMC said it had been studying this idea for some
time and expected to reach a decision on it soon.

OMC agreed to make greater use of end use checks, and
also to provide feedback to concerned Embassies on the
results.

OMC said its statistical unit has now caught up the
backlog of prior years' work and is staying current. It
did not agree to screen SEDs for duplicate copies any
further than those sent to the contractor on the same day
because of the delay this would involve. OMC officials
. believe the subrecommendations concerning data processing
routine procedures are desirable but feel they do not have
enough staff to carry out these actions. They did state
that these routines will be incorporated into the infor-
mation and data processing system now under development.
(GAO response: We concur with OMC's comments, but we urge
the State Department to move with more alacrity in complet-

ing and implementing the new system.)

Commerce Department

Commerce officials commented only upon the proposal
that the Secretary of State arrange with the Secretary of
Commerce to incorporate munitions compliance inspections
into the Commerce Department export compliance program.
They opposed this proposal for the following reasons.

--The Commerce Department lacks sufficient
resources (both funds and personnel) to
take on additional responsibility of this
magnitude. With only a handful of inspec-
tors to cover the entire country, the
depth of coverage it is able to give to
its own commodities is inadequate. It
could not possibly take on the State
Department licenses without additional
funds and personnel.

--Commerce personnel are not trained to be
familiar with the ITAR and Munitions List.
Even learning the different terminology
would be time consuming. Assuming munitions
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inspection responsibility would require
extensive retraining and crosstraining.

-~Legal authority of the Commerce Department
to seize shipments for violations of the
ITAR is nonexistent. This entire area of
legal responsibility and authority would
have to be thoroughly researched.

-~-There would be the usual difficulties of
managing a program with two agencies involved.
Reporting channels for inspectors would have
to be completely revised.

~~Commerce does not now have large field offices
for its compliance staff. To establish an
inspection force of any magnitude would prob-
ably require field offices and expensive over-
head and administrative costs. Commerce noted
that the Customs Service already has the
administrative machinery in place at each
port and it would undoubtedly be less expen-
sive to expand Customs staff to perform
export inspections.

GAO response

We fully agree that Commerce would have to have suffi-
cient funding and staff if it were to take on the inspection
and compliance responsibility for munitions exports. We
also agree that Commerce personnel would have to receive
appropriate training for the task. This should not be con-
sidered an additional cost to the program, however. Customs
inspectors are not familiar with the ITAR and Munitions List
either and would also require training to be effective. The
point is that no one is doing these inspections now. Regard-
less of which agency eventually does the job, it is going to
require adequate numbers of properly trained and supervised
personnel and sufficient funds.

We agree that the matter of legal authority and respon-
sibility would require research and study and that inter-
agency coordination would present some problems. These are
not unusual or insurmountable problems, however.

The basic concept of the Commerce compliance program is
to use roving inspectors to make spot checks at various loca-
tions, rather than have resident inspectors concentrating upon
one locale. We believe this program could be effective if
properly staffed and given sufficient depth of coverage.
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Including munitions items in this program would require very
few more inspections than would adequate coverage of the
Commerce items.

Essentially, an effective random inspection program
is an exercise in statistical sampling with psychological
overtones. The universe of munitions exports is so small
compared to the universe of general exports that their
combination into a single universe would probably have a
negligible effect upon the sample size required to achieve
a given confidence level even if that were the objective.
Actually, it is probably not cost effective to inspect with
sufficient frequency to have a good chance of catching all
or even most possible violations. The primary value of such
an inspection program is deterrence, which is increased by
making it highly visible to the exporting public and widely
publicizing violations detected.

U.S. Customs Service

The Customs Service agreed that the overall control of
munitions exports is less than satisfactory. Customs
believes the deficiencies are due to:

--Lack of manpower. Increasing demands are
constantly being placed on Customs by many
agencies whose regulations it is required
to enforce, primarily on imports. Past
increases in manpower resources have not
matched this increase in enforcement
responsibilities. Under its present man-
power limitations, Customs believes it will
continue to have difficulty in giving
munitions export controls the time required
to conduct extensive examinations and to
ensure that errors in controlling and proc-
essing export licenses and SEDs are reduced.

--Inadequate guidelines. Customs agreed that
OMC should issue specific written guidelines
for use by personnel handling munitions export
documents. Customs further commented that the
guidelines should include a list of all arms,
ammunition, and implements of war subject to
OMC licensing. The only listing at the
present time is in the ITAR, which is not
readily available to Customs inspectors on
piers or in cargo areas. With hundreds of
different items subject to OMC licensing,
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it is unreasonable to expect any one inspec-
tor to develop technical expertise on all

the items involved. Customs suggested that
OMC issue instructions to the exporter when
forwarding the license to ensure that the
exporter or his agency is aware of OMC regu-
lations; i.e., filing the license with Customs
at the actual port of exportation and present-
ing the SED to Customs at that port for valida-
tion before the shipment leaves the United
States.

--Failure to present the SED in sufficient time
to make an examination. Customs suggested that
OMC include, either in instructions to the ex-
porter or in section 123.53 of ITAR, the require-
ment that the SED must be presented to Customs
for validation not less than 48 hours before the
shipment leaves the United States. Examinations
of export shipments are not possible unless the
SED is available to the inspector in sufficient
time to locate the shipment on the pier or in the
cargo area.

GAQ response

Our review did not include evaluation of the adequacy
of Customs' manpower except in export control functions,
so we cannot knowledgeably comment on its overall situation.
We can state, however, that our observations bear out
Customs' claim that export control functions are definitely
understaffed. Staffing shortages were a common complaint
that we heard at each location and at all levels from
management down to the clerical ranks.

We agree with Customs' suggestions that instructions
also be issued to exporters and that they include the
requirement to present the SED 48 hours before shipment.

We believe the ITAR would be the more appropriate vehicle
for this requirement as it would provide a legal foundation
for enforcement. Accordingly, we have included this sugges-
tion as a recommendation.

U.S. Customs Service

Customs further commented on our recommendation as
follows.
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--1f Commerce were to perform physical inspec-
tions of munitions shipments, Commerce would
still have to obtain the SED from Customs
officers in order to have the pertinent
information on the shipment and for verifi-
cation purposes. Customs would also have to
give Commerce the license with the SED so
that it could ensure that the commodities and
quantity being exported are authorized by the
license. When Commerce completed its physical
inspection, it would be required to return the
SED and the license to Customs. Under this
procedure, would Commerce post the amount and
value shipped to the back of the license, sub-
tract the amount and value from that authorized,
and show the remainder authorized, if any, based
on its physical inspection and verification of
the information on the SED--or would that remain
Customs responsibility?

--If Customs validation of the SED covering muni-
tions shipments is discontinued, what export
documents will be used by Commerce to conduct
physical examinations? The carrier must have
the SEDs in its possession prior to departure;
however, there is no "time" requirement, i.e.,
the carrier could receive the SED an hour before
departure when the merchandise would already be
loaded on the vessel or aircraft. Under the
Foreign Trade Statistics Regulations, vessel and
air carriers do not have to submit a complete
manifest, with the required SEDs attached, to
Customs until four working days after departure.

--If validation of SEDs covering munitions ship-
ments is discontinued, it will be very difficult
for Customs to post shipment data to the license
since the SED will not be readily available.

That is, Customs will not receive the manifest,
with the SEDs attached until four working days
after departure of the vessel or aircraft. Fur-
ther, it would be very difficult for export
clerks to go through each SED (there are hundreds
attached to a manifest) in order to locate the
SEDs covering munitions shipments. Customs would
not have the personnel available to review each
and every SED attached to the manifest and to
detach those SEDs covering munitions shipments.
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Customs' final comment was that a transfer of the muni-
tions export control function to the Department of Commerce
would prove counterproductive and would not be cost effec-
tive. Customs officers are already stationed at all major
ports within the United States; this would continue to be
the case even if the munitions control responsibility
were transferred. Establishing an additional force, limited
solely to one function, would be inefficient and duplicative.
Customs suggested that the problem should be handled instead
by providing additional staffing to the Customs Service,
which has already proven itself capable of multiple func-
tions at ports of entry.

GAO response

In considering Customs' comments concerning inspection
procedures, one should bear in mind that export inspections
should serve twoc purposes--{(1l) to confirm that an item
declared on a SED as munitions being exported under a speci-
fic license is, in fact, what it is declared to be, that it
is properly declared, and that the cited license is valid
and (2) to identify munitions or other control list items
being shipped without the required specific license by being
falsely declared as a more routine commodity being exported
under a Comnmerce general license.

Considering Customs' first comment concerning license
posting, we feel the ideal time for this step is when the
SED is presented for validation and the Customs clerk pulls
the license to compare it with the SED. The SED should be
posted to the license immediately after validation before
the two are filed and overlooked. It would be more logical
for Customs to perform this step at that time; if a Commerce
inspection subsequently revealed discrepancies, appropriate
notations could then be made and actions taken.

If the Customs validation function is discontinued,
inspections for both purposes could be carried out by
requiring a copy of the SED to be attached to the shipment
by the exporter before delivery to the pier or cargo area
to facilitate inspections performed by randomly selecting
parcels. A copy of the SED could be delivered to Customs
at the port where it would be held long enough to facilitate
inspections initiated by reviewing SEDs. The license could
continue to be filed with Customs by either the exporter
or by OMC.

Under the SED processing system now followed by the
Commerce Department, the licensee, not Customs, posts each
SED to the license. 1If validation of munitions SEDs by
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Customs is discontinued, the same system of self-posting

by the licensee could be used. Although this might appear
to result in some loss of control, the point we are raising
is that Customs is currently making so many errors in its
validation and posting procedure that discontinuing valida-
tion and using self-posting by the licensee may be just

as accurate and a lot less costly.

In response to Customs' final comment that the transfer
of function would be counterproductive and not cost effective,
we believe that either system--using the current Commerce
compliance system (strengthened, as Commerce admits it needs)
or beefing up Customs to handle the inspections—--properly
designed, implemented, and managed, could effectively do
the job. Improperly managed, either system could also be
ineffective, inefficient, and duplicative as Customs fears.
We believe, however, that it would be more efficient and less
disruptive to exporters to have only one agency inspecting
exports.
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APPENDIX I B APPENDIX I

SPECIFIC EXAMPLES OF ERRORS 1IN

DOCUMENT PROCESSING AND CONTROL

ERRORS BY CUSTOMS

Shipments recorded in excess of value authorized

Licenses on file at five locations had shipments recorded
on the back in excess of the value authorized by the license.
In each case the value of shipments exceeded the authorized
value by more than the 10 percent permitted by the ITAR, as
shown below.

License Percent of
number Vvalue of license Value of shipments overshipment

44072 $ 30,000 $ 123,225 311
44071 800,000 1,796,668 125
44074 6,000 187,190 3,020
43782* 33,212 45,802 38
C-04220* 1,532,200 2,594,532 69
39867* 100,936 113,730 13
35515* 2,083 36,045 1,630
46555* 168,142 238,675 42
35289 5,782 7,089 23
35331 1,254 18,232 1,354
34424 1,975 18,936 859
47938 10,898 17,001 56

The above licenses followed by an asterisk appear to be
examples of errors in reporting or recording exports rather
than actual overshipments. In the other seven examples we
did not attempt to ascertain if the error was an actual over-
shipment or a recording error. Postings in excess of the
license value may be due partly to the fact that Customs
export control clerks do not calculate the remaining un-
shipped authorized balances against the license after each
shipment.

In four locations, we noted that export control clerks
were not accurately posting the quantity of items being
shipped. 1In one location, they were posting the number of
cartons in the shipments rather than the specific quantity
of an item authorized on the face of the license; the actual
quantity shipped was never checked to ensure it did not
exceed the quantity authorized. 1In two other locations when

49




APPENDIX I APPENDIX I

specific quantities were authorized, the quantity shipped
was not consistently noted on the back of the license. 1In
another location, a Customs export control clerk stressed
the difficulty of keeping track of the gquantity shipped when
the license listed several commodities; consequently, he
posted only the shipment value.

None of these four locations had an adequate method for
keeping track of shipped versus unshipped quantities. 1If
a license authorizes different quantities of several commo-
dities and a number of shipments are made against the
license, Customs clerks need a method for keeping track of
the quantity of each item already shipped. One such system
being used by a San Francisco Customs clerk was exemplary.
If 10 items were authorized but only five were being shipped
initially, the clerk would draw a line through X§ and write
5 next to the item. If three were shipped subsequently, she
drew a line through the 8 and wrote a 2 next to the item,
and so on--very simple, but effective.

There may be no direct cause and effect relationship
between failing to calculate unshipped balances after every
shipment and posting shipments in excess of the license
value, but it most likely is a contributing factor. 1In
some of the examples, the apparent overshipment occurred in
one shipment. In another, an unshipped balance of $19,893
was noted on the back of the license and a $27,795 shipment
posted despite the fact that it was $2,700 more than the
l0-percent overshipment permitted by ITAR, For licenses
with a high value and many small shipments, it is probably
sufficient to calculate the unshipped balance periodically
rather than after every shipment. While calculating
unshipped balances regularly is a sensible control, the
posted overshipments we found were so large as to suggest
that some Customs clerks lack a basic understanding of
what they are being asked to do.

Inaccurate postings

Although we did not attempt to verify the accuracy
of postings made by Customs clerks, we did uncover some
inaccurate postings while making other checks.

For example, in two different locations, licenses with
apparent overshipments had been incorrectly posted by
Customs as follows.
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License Incorrect posfing Correct posting
46555 $159,987 $15,987
44074 187,190 9,642
44071 9,642 289,045

The daytime export control clerk at another location
told us that Customs Inspectors working the export control
desk at night made inaccurate postings. We did note one
instance where the night inspector posted the license
number, 50353, as the shipment value, when it was actually
$5000. In another case, $7000 rather than $9000 was posted
for the value of the shipment.

Completed licenses not returned

Two East Coast locations do not return all completed
licenses. The ITAR requires licenses to be returned upon
either expiration or completion, whichever comes first.

One of these locations had 70 completed licenses on
file, many of which were completely used within 3 months
of issuance. Had we not noted these licenses, they most
likely would not have been returned to OMC until their
expiration date, since they had been erroneously returned
to the active file after final shipment had been recorded.

Only three such licenses were found at the other loca-
tion but the Customs clerk explained to us that it was
standard procedure to retain completed licenses until they
had expired.

Duplicate SEDs sent to OMC

Export control clerks at four of the locations we
visited believed that the port validating a SED was respon-
sible for sending it to OMC. Clerks at four other locations
believed the port holding the license should send the SED
to OMC.

Lack of a standard procedure results in OMC receiving
two copies of the same SED. Since OMC does not check for
duplicate SEDs, hoth are entered into the computer system
used to keep track of shipments. The SEDs are then dis-
carded, making it very difficult to determine whether dupli-
cates were received for the same shipment or whether two
different shipments of the same value were actually made.

51




APPENDIX I - APPENDIX I

SEDs not returned to OMC when required

Clerks at two locations were attaching validated SEDs
to the license and returning the entire package to OMC
when the license expired. Although OMC regulations do not
specifically require the return of SEDs at the time of
export (or at any other time), OMC thinks that is the
procedure being uniformly followed. The other locations
we visited were returning them at the time of export.

SEDs not sent to other ports
for posting in a timely manner

A West Coast clerk told us that other ports frequently
wait too long to transmit validated SEDs for licenses she
holds. She pointed out that the licenses could have expired
and been returned to OMC, thus precluding posting of the
shipments to the back of the license. On April 4, 1978,
Customs in Los Angeles received 25 SEDs for posting to
a single license filed there. The SEDs had been validated
by Customs in New Orleans between December 22, 1977, and
March 20, 1978.

Corrected SEDs not sent to OMC or posted

At one location, licensee/agent corrections-~-usually in
the value or the quantity exported--to previously validated
SEDs had not been submitted by Customs to OMC. If the Customs
clerk has already returned the license to the State Department,
there is little chance that errors in the amount or guantity
shipped will ever be corrected.

In another location, corrections were not always made to
the original posting on the back of the license. For example,
although the export control clerk was informed that the ship-
ment value posted as $117,870 should have been $127,870 the
posting was never changed. 1In another case, the shipper
informed Customs that two SEDs had been validated at two dif-
ferent ports for the same shipment; both shipments were still
posted on the back of the license.

License data not verified

Seven percent of ‘the licenses on file in Los Angeles,
27 percent in San Francisco, and 11 percent in Boston
showed shipments from other ports. Customs officials in
Washington told us that under these circumstances, a Customs
clerk at the port receiving the SED for validation would
telephone the port holding the license to verify the license
nurber, quantity, unshipped balance, and expiration date

52




APPENDIX I | APPENDIX I

and to inform the port that a shipment was being made
against the license.

We found, however, that this procedure was not being
uniformly followed.

The four West Coast locations we visited did not follow
this procedure. Essentially, they validated SEDs of this
nature without checking them against the license at all.
Customs clerks at two of these locations said they had never
received calls from other ports about licenses in their
files. Clerks at three East Coast locations said that tele-
phone checks are now standard policy at their ports. How-
ever, one of these locations only began calling other ports
in January 1978, and the export control supervisor commented
that she rarely gets calls from other ports. At the fourth
East Coast location, the clerk said the only time a SED was
presented for a license filed at another port, he refused
to validate it.

Verification of licenses is equally important whether it
involves different Customs offices in two different locations
or in the same city. Of the four cities we visited, only the
Customs clerks in New York and Boston routinely check when
the license is on file at the airport, for example, and
the SED is presented for validation at the Customs office
downtown. In June 1977, export control at JFK Airport
attempted to discontinue telephone verification of licenses.
It was not allowed to do so, however, and we were told that
since March 1978, JFK has been cooperative about answering
telephone inquiries and is itself calling about licenses
on file downtown.

We believe that the following examples demonstrate the
need for verifying SEDs against licenses before validation.

A clerk in Los Angeles received a SED on March 9, 1978,
which stated that the license was on file there. When the
license could not be located, the SED was returned to the
freight forwarder. It was later resubmitted with a new
license number and the notation that the license was on file
with Customs, New York. The clerk assumed the information
on the SED was correct, validated it without telephoning
New York, and forwarded it to New York so the shipment
could be recorded on the back of the license. At the same
time a copy of the SED was sent to the State Department,
where the export was probably recorded in its computerized
information system. On April 24, 1978, 1-1/2 months after
first being submitted, the SED was returned to Los Angeles
by New York with the notation, "license not on file." The
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Customs clerk contacted the freight forwarder and was given

a third license number, said to be on file in New York.
Again, the information was assumed to be correct and the

SED was mailed to New York. Meanwhile, incorrect information
has probably been entered in the State Department computer;
almost 2 months after the shipment, the license and its
location are still uncertain; OMC has never been notified

of the original error; and, assuming the correct license

has finally been identified, OMC will learn of the shipment
only when the license expires or is completed.

Three other SEDs presented in Los Angeles for a license
filed in New York were also returned under similar circum-
stances. Customs in Los Angeles assumed that the unshipped
balance on the license was sufficient to cover the value of
the shipments, validated the SEDs, and sent them to New York.
Although the license had been on file in New York, its value
had been used either before the three SEDs were presented in
Los Angeles or before they arrived in New York. Two addi-
tional SEDs received by New York Customs for posting also
cited licenses completed and returned to OMC.

The Customs clerks at the Los Angeles and San
Francisco airports told us that they frequently have SEDs
returned that they have sent to other ports for posting,
with the notation "license not on file here." During
our fieldwork in San Francisco, a SED was presented at
the airport stating that the license was in New York.

We discovered that the license was actually filed with
Customs in downtown San Francisco.

We believe that the State Department regulations
should require export control clerks to verify by tele-
phone that a license is actually on file at another port,
that a sufficient unshipped balance exists, and that the
item, quantity, and ultimate destination indicated on the
SED agree with the license. Although this procedure might
result in some delay in the validation of SEDs, the other
alternatives-~no verification and permitting shipments only
from the port where the license is on file--are unacceptable.
The former would permit the continuation of errors, while
the latter would be an unreasonable requirement to place
upon exporters. Telephone verification is much less strin-
gent than the requirement in effect before November 1970 for
written authorization from the port holding the license
before a shipment could be made from a different port.
Currently Customs at the New York seaport is permitting
sufficient time to telephone other ports by requiring that
a SED brought in one day not be validated until the next
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day. This procedure apparently has not resulted in any
complaints that exports are being unnecessarily delayed.

ERRORS BY LICENSEES AND FREIGHT FORWARDERS

U.S. firms which apply for and receive licenses rely
extensively on agents such as freight forwarders to handle
export documents. The freight forwarder may be responsible
for filing the license, preparing the SED, and presenting
it for validation. Some freight forwarders acting as agents
for foreign governments actually apply for as well as file
the license. One branch office of the freight forwarder
may have the license and prepare the SED while another
branch office at the port of export may be responsible
for presenting both documents to Customs. Occasionally,
both the license and SED will be presented to an airline
or shipping company which is expected to handle the filing
and validation.

We believe that errors described in the following
sections result from the diversity of procedures and
participants in the handling of export documents. OMC
reqgulations should pinpoint responsibility for compliance
to eliminate some of the more obvious errors.

Exports without license on file

The ITAR requires that licenses be filed with Customs
prior to any shipments. 1In the four West Coast locations,
we noted instances in which shipments were made or attempted
even though the license had never been filed with Customs.
One freight forwarder had posted $19,209 in shipments
against a $200,000 license for aircraft engine spare parts.
Another freight forwarder filed a SED which did not indicate
where the license was filed; after several phone calls, the
license was located in the files of the exporting company.
Initially, the firm told us that the freight forwarder had
been given the license and instructed to file it at Customs.
In a third case, an unvalidated SED was found by a Customs
clerk in San Francisco while processing manifests. The
Chicago office of the freight forwarder had forgotten to
send the license to its San Francisco branch office to be
filed with Customs.

We were told in two East Coast locations that licenses
attached to unvalidated SEDs are sometimes found in airline
cargo manifests. In Los Angeles an export control clerk
actually found such a license while we were there. The
clerk keeps no record of how frequently this occurs, but
she said it has happened before.
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SEDs not being validated

One reason for requiring SED validations before ship-
ment is to ensure that the export is recorded on the license
and reported to OMC. Prior validation also serves as a
control function, since the SED can be compared to the
license to verify that OMC has authorized the export of
Munitions List items of that description and quantity to
that destination.

In six locations which we visited, unvalidated SEDs were
either discovered when Customs clerks examined cargo manifests
or were reported to Customs by freight forwarders. However,
not all unvalidated SEDs are discovered by Customs. At Los
Angeles Airport, for example, we noted several unvalidated
SEDs reported by freight forwarders that had not been dis-
covered during manifest examinations. The Customs clerk
told us that the volume of manifests examined daily precludes
careful checking for unvalidated SEDs.

We question, however, whether freight forwarders are
reporting all unvalidated SEDPs. In a l0-month period,
freight forwarders notified New York Seaport Customs of
14 unvalidated declarations, while only 7 were discovered
during manifest examination. During 3- and 6-month periods,
however, clerks at JFK and San Francisco Airports found 20
and 10 unvalidated SEDs, respectively, while only 3 were
reported by freight forwarders.

In three locations we observed that SEDs were being pre-
sented for validation after shipment. This is in violation
of OMC regulations but is difficult to detect since Customs
presumes that SEDs presented for validation are for licensed
items not yet shipped. The head of the Customs Export
Control Unit at John F. Kennedy Airport said he first became
aware of the problem when a clerk noticed that a validated
munitions SED was filed with an airline manifest for a
flight which departed the previous day.

During our test inspections (see p. 9.) we were unable
to inspect shipments for six SEDs validated in Los Angeles
and San Francisco because the shipments had already left.

Inaccurate and inadequately prepared SEDs

In Los Angeles and San Francisco, we compared SEDs
presented for validation with the related licenses on file
and found discrepancies in value and quantity shipped,
description of item, license number, and expiration date,
city in which license was lodged, date of export, and port
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of exit. Some of the SEDs had been validated despite
apparent discrepancies. For example:

--In San Francisco, a SED was validated for the ship-
ment of one carton containing a traveling wave tube
amplifier valued at $2,725. The date of export
was not given. The license authorized the export
of one amplifier valued at $8,000. The freight
forwarder told us that one amplifier valued at
$8,000 had actually been shipped.

--In Los Angeles, a SED was validated for 639
resistors, connectors, and diodes worth $1,823;
however, the license was for 7,500 optically
coupled isolators worth $54,375. We called the

exporting firm, which said that 2,000 isolators
valued at $14,500 had actually been shipped. A
secretary at the firm apparently typed the license

number on the wrong SED.

--Two revised SEDs were submitted for military aircraft
and radar spare parts shipped to a foreign govern-
ment. The original unvalidated SEDs prepared by the
freight forwarder listed two licenses expiring in
January 1979. Those licenses, which had been on
file in Los Angeles, expired in January 1978--2-months
before the shipments. The revised SEDs cited two
new licenses.

--A freight forwarder in another case indicated that
the full value of the license--$100,936--was being
shipped. The amount was posted to the back of the
license and it was returned to the State Department.
When a subsequent SED was presented for validation,
it was discovered that the initial SED had listed
the value of the shipment incorrectly. Using a copy
of the license, the value of the first shipment was
changed from $100,936 to $18,035. It later turned
out that this figure was also incorrect. The actual
value was said to be $23,323. A different SED
incorrectly listed the value of a shipment as $2,118
instead of $9,762.

--In another example, 'Los Angeles validated a SED for
$1,532,200, while the actual value of the shipment
was $374,900. Moreover, although 46 of the 188 units
authorized were shipped, the SED listed only the
number of cartons in the shipment.
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Validation in other than port of export

In Los Angeles and San Francisco, we saw SEDs validated
for shipments being made from other ports. For example, the
license might be filed in San Francisco and the SED validated
in the same port, but the shipment could be placed aboard a
domestic airline and actually exported on an international
carrier from New York.

From the standpecint of control, we believe that vali-

dation and export should occur at the same port preferably
at the port where the license is on file.
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U.S. Commercial Exports Licensed Under
Arms Export Control Act
World and Regional Totals

$ (Millions)
1600
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12504 o o
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1150 - O Europe
1100 - O Near East and South Asia
M East Asia and Pacific
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950 @ Africa
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i
1968 69 70 71 72 73 74 75 76 77 78"
Fiscal Year

*Estimate

Source: Foreign Military Sales and Military Assistance Facts, Published by Data Management
Division, Comptroller, Detense Security Assistance Agency. Figures for FY 1968-1970
and International Organizations are from the December 1977 issue. FY 1971- 1978 are
from the December 1978 issue.
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COMPARATIVE LEVELS

FMS SALES, DELIVERIES, AND COMMERCIAL EXPORTS

Foreign Military Sales

Sales agreements Deliveries Commercial exports
Fiscal No. of No. of No. of
year countries Amount countries Amount countries Amount

(miTTions) (millions) (miTiions)

1968 60 $ 1,185 63 $ 987 66 $ 257
1969 63 1,184 64 1,277 72 251
1970 58 1,156 60 1,342 72 438
1971 61 1,389 70 1,372 130 428
1972 68 3,061 69 1,460 127 481
1973 65 4,480 70 1,516 131 362
1974 69 10,741 70 3,178 126 502
1975 Al 13,938 75 3,479 124 547
1976* 74 13,233 75 5,933 13 1,407
1977 76 11,342 74 7,132 131 1,523
1978%* 67 13,534 79 7,699 133 1,485

* Includes transition quarter
** Estimate

Source: Foreign Military Sales and Military Assistance Facts - Dec. 1977 and 1978.
Published by Data Management Division, Comptroller, Defense Security
Assistance Agency.
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INTERNATIONAL TRAFFIC IN ARMS REGULATIONS (ITAR)

(Updated through August 1978)

§ 121.01

Title 22—Foreign Relations

SUBCHAPTER M—INTERNATIONAL TRAFFIC IN ARMS

Nore: For regulations which supersede
certain provisions of this Subchapter M, see
27 CFR Part 47.

PART 121-—-ARMS, AMMUNITION,
AND IMPLEMENTS OF WAR

ENUMERATION OF ARTICLES

Sec.
121.01 The U.S. munitions list.
DEFINITIONS AND INTERPRETATIONS

121.02 Equipment.

121.03 S8ignificant combat equipment.

121.04 Firearms.

121.05 Cartridge and shell casing.

121.08 Military demolition blocks
blasting caps.

121.07 Apparatus and devices under Cate-
gory IV(b).

121.08 Amphibious vehicles.

121.09 Chemical agents.

121.10 Propellants.

121.11 Military explosives.

121.12 Military fuel thickeners.

121.13 Vessels of war and special naval
equipment.

121.14 Aircraft and related articles.

121.15 End-items, components, accessories,
attachments, and parts.

121.16 Forgings. castings, and machined
bodi

es.
“United States.”

Person.

Export.

Intransit shipmentas.

121.21 Licenses.

121.22 District Director of Customs.

AUTHORITY: Sec. 414, as amended, 68 Stat.
848; 22 U.S.C. 1934; secs. 101 and 105, E.O.
10973, 26 FR 10469; sec. 6, Departmental
Delegation of Authority No. 104, 26 FR
10608, as amended, 27 FR 9925, 28 FR 7231;
and Redelegation of Authority No. 104-3-A,
28 FR 7231.

Source: Dept. Reg. 108.605, 34 FR 12029,
July 17, 1969, unless otherwise noted.

Sections 121.04-121.22 redesignated by
Dept. Reg. 108.733, 42 FR 16617, Mar. 29,
1877.

and

121.17
121.18
121.19
121.20

ENUMERATION OF ARTICLES

$121.01 The U.S. munitions list.

Pursuant to the authority cited
supra the following articles® are

The term “article” shall mean any of the
arms, ammunition, and implements of war
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hereby designated as arms, ammuni-
tion, and implements of war.

CATEGORY 1—FIREARMS

(a) Nonautomatic and semiautomatic fire-
arms, to caliber .50 inclusive, shotguns with
barrels less than 18 inches in length, and all
components and parts therefor (see
$§ 121.03 and 123.30 through 123.34).

(b) Automatic firearms and all compo-
nents and parts therefor to caliber .50 inclu-
sive (see § 121.03).

(¢} Insurgency-counterinsurgency type
firearms or other weapons having a special
military application regardless of caliber;
and all components and parts therefor.

(d) Firearms silencers.

(e) Bayonets and specifically designed
components therefor.

(f) Riflescopes (except sporting type
sights including optical) and specifically de-
signed components therefor.

CaTecOoRY II—-ARTILLERY AND PROJECTORS

(a) Guns over caliber .50, howitzers, mor-
tars, and recoilless rifles.

(b) Military flame throwers and projec-
tors.

(¢) Components and parts including, but
not limited to, mounts and carriages for the
articles in paragraphs (a) and (b) of this cat-
egory.

CATEGORY I1]1—-AMMUNITION

(a) Ammunition for the arms in Catego-
ries I and 1I of this section (see §§ 123.03 and
121.04).

(b) The following components, parts, ac-
cessories, and attachments: Cartridge cases,
powder bags, bullets, jackets, cores, shells
(excluding shotgun), projectiles, boosters,
fuzes and components therefor, primers,
and other detonating devices for such am-
munition (see § 121.04).

(c) Ammunition belting and linking ma-
chines.

(d) Ammunition manufacturing machines,
and ammunition loading machines (except
hand loading).

CatEcorRY IV—LaumcH Venicres, Guipep
MissiLes, Barristic MissiLEs, ROCKETS,
TorreEpOES, BoMBS, AND MINES

(a) Rockets (except meteorological sound-
ing rockets), bombs, grenades, torpedoes,
depth charges, land and naval mines, and
demolition blocks and blasting caps (see
§ 121.05).

and technical daty relating thereto enumer-
ated in the VU.8. Munitions List (see
§123.38).
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Chapter |—Department of State

(b) Launch vehicles, guided missiles, and
ballistic missiles, tactical and strategic.

(c) Apparatus, devices, and materials for
the handling, control, activation, detection,
protection, discharge, or detonation of the
articles in paragraphs (a) and (b) of this cat-
egory (see § 121.06).

(d) Missile and space vehicle powerplants.

(e} Military explosive excavating devices.

(f) Ablative materials fabricated or sem!-
fabricated from advanced composites (e.g.,
silica, graphite, carbon, and boron ffla-
ments) for the articles in this category
when clearly identifiable as arms, ammuni-
tion, and implements of war, including the
tape wrapping and other techniques for
their production.

(g) Al specifically designed components,
parts, accessories, attachments, and associ-
ated equipment for the articles in this cate-
gory.

CATEGORY V-—PROPELLANTS, EXPLOSIVES, AND
INCENDIARY AGENTS

(a} Propellants for the articles in Catego-
ries II1 and IV of this section (see §121.08).

(b) Military explosives (see § 121.10).

(c) Military fuel thickeners (see §121.11).

(d) Military pyrotechnics except (1) nonir-
ritant smoke and (i{) other pyrotechnic ma.
terials having dual military and commercial
use.

CaTEGORY V1I—VESSELS OF WAR AND SPECIAL
NavalL EQUIFPMENT

(a) Warships, amphibijous warfare vessels,
landing craft, mine warfare vessels, patrol
vessels, auxiliary vessels, service crafts,
floating dry docks, and experimental types
of naval ships (see § 121.12).

{b) Turrets and gun mounts, missile sys-
tems, arresting gear, special weapons sys-
tems, protective systems, submarine storage
batteries, catapults and other components,
parts, attachments, and accessories specifi-
cally designed for combatant vessels, includ-
ing but not limited to, battieships, command
ships, guided missile ships, cruisers, aircraft
carriers, destroyers, frigates, escorts, mine-
sweepers, and submarines.

(¢) Submarine and torpedo nets, and mine
sweeping equipment. Components, parts, at-
tachments and accessories specifically de-
signed therefor.

(d) Harbor entrance magnetic, pressure,
and acoustic detection devices, controls and
components thereof.

(e) Naval nuclear propulsion plants, their
land prototypes and special facilities for
their construction, support, and mainte-
nance, including any machinery, device,
component, or equipment specifically devel-
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oped or designed for use in such plants or
facilities * (see § 123.38).

Carecory VII—-TANKS AND MILITARY
VEnicLes

(a) Military type armed or armoured vehi-
cles, military rallway trains, and vehicles
fitted with, designed or modified to accom-
modate mountings for arms or other special-
ized military equipment.

(b) Military tanks, tank recovery vehiches,
half-tracks and gun carriers. .

(c) Belf-propelled guns and howltyers.

(d) Military trucks, trallers, hoists, and
skids specifically designed for carrying smd
handling the articles in parsgraph (a) of
Categuries 111 and IV; military mobile repaly
shops specifically designed to service mill-
tary equipment.

(e) Military recovery vehicles.

(f) Amphiblous venicles (see §121.07),

(g) Al specifically designed components,
parts, accessories, attachments, and assoel
ated equipment, including military bridging
and deep water fording kits for the articies
in this Category.

CATEGORY VIII—AIRCRAFT, SPACECRAPT, AN
ASSOCIATED EQUIPMENT

(s} Alrcraft including helicopters de
signed, modified, or equipped for military
purposes, including but not limited to the
following: Gunnery, bombing, rocket, er
missile launching, electronic survelliance,
reconnsissance, refueling, serial mapping,
military liaison, cargo carrying or dropping,
personnel dropping, military trainers
dro:;ui and lighter-than-air sircraft (see
§121.1%).

(b) Spacecraft including manned and wn-
manned, active and passive satellites.

(¢) Military aircraft engines, except recip-
rocating engines, and spacecraft e
specifically designed or modified for the sis-
craft and spacecraft in paragraphs (a) amd
(b) of this category.

(d) Airborne equipment, including but net
limited to airborne refueling equipmess,

tApplications for licensing the export of
any such machinery, device, component, er
equipment, or technical data relating there-
to, will not be granted if the proposed
export does not come within the scope of am
existing Agreement for Cooperation fer
Mutual Defense Purposes concluded purse-
ant to the Atomic Energy Act of 1954, s
amended, with the government of the coun
try to which the item will be exported
unless the license application involves am
item (a) which 1s identical to that in use i
an unclassified civilian nuclear powerplang,
and its furnishing does not disclose its rels-
tionship to naval nuclear propulsion, and
(b) which is not for use in & naval propul
slon plant.
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specifically designed for use with the air-
craft, spacecraft, and engines of the types in
paragraphs (a), {(b), and (c) of this category.

(¢) Launching, arresting, and recovery
equipment for the articles in paragraphs (a)
and (b) of this category.

(f) Nonexpansive balloons In exceas of
3,000 cubic feet capacity, except such types
as are in normal sporting use.

(g) Power supplles and energy sources spe-
citically designed for spacecraft.

(h) Components, parts, accessories, at-
tachments, and associated equipment spe-
cifically designed or modified for the arti-
cles in paragraphs (s) through (g) of this
category, excluding propellers used with re-
ciprocating engines and aircraft tires.

() Developmental aircraft components
known to have a significant military appli-
cation, excluding aircraft components con-
cerning which Federal Aviation Agency cer-
tification is scheduled.

(§) Parachutes, except such types as are in
normal sporting use, and complete canao-
ples, harnesses, and platforms, and electron-
fc release mechanisms therefor,

(k) Ground effect machines (GEMS), in-
eluding surface effect machines and other
alr cushion vehicles, except such machines
as are in normal commercial use, and all
components parts, accessories, attachments,
and associated equipment specifically de-
signed or modified for use with such ma-
chines.

() Inertial systems, and specifically de-
signed components therefor, inherently csa-
pable of yielding accuracies of better than 1
to 2 nautical miles per hour circular error of
probability (c.e.p.).

CATEGORY IX--MILITARY TRAINING
EQUIPMENT

() Military training equipment includes
but is not limited to attack trainers, radar
target trainers, radar target generators,
gunnery tralning devices, antisubmarine
warfare trainers, target equipment, arma-
ment training units, flight simulation de-
vices, operational flight trainers, flight sim-
ulators, radar trainers, instrument flight
tralners and navigation trainers.

(b) Components, parts, accessories, attach-
ments, and associated equipment specifical-
ly designed or modified for the articles in
paragraph (a) of this category.

Carecory X—PROTECTIVE Pmsomcn.
EQUIPMENT

(a) Military body armor (lincluding ar-
mnred vests), flak suits and components and
parts specifically designed therefor; military
helmets, including liners.

(b) Partial pressure suits,
breathing
masks, anti--

pressurized
equipment, military oxygen
‘G" suits, protective clothing
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for handling guided missile fuel, military
crash helmets, liquid oxygen converters
used for aircraft (enumerated in Category
VIIIa)) missiles, catapults, and cartridge-
actuated devices utilized In emergency
escape of personne] from aircraft (enumer-
ated in Category VIII(a).

(c) Protective appare] and equipment spe-
cifically designed for use with the articles in
%r;mphs (a) through (d) in Category

(d) Components, parts, accessories, attach-
ments, and associated equipment specifical-
1y designed for use with the articles in para-
graphs (a), (b) and (c¢) of this category.

Carzgony XI—MILITARY AND BPace
ONICS

(8} Electronic equipment not included in
Category XII of the Munitions List assigned
s military deslgnation or specifically de-
signed, modified or configured for military
application, including but not limited to the
following items:

(1) Underwater sound equipment includ-
ing long towed arrays, electronic beam
formed sonar, target classification equip-
ment, and spectrographic displays. search,
acquisition, tracking, moving target indica-
tion and imaging radar systems. active and
passive countermeasures, counter-counter-
measures; electronic fuses; identification
systems; command, control and communica-
tions systems, and regardless of designation,
any experimental or developmental elec-
tronic equipment specifically designed or
modified for military application, or for use
with a military system, and

(2) Simple fathometers; underwater tele-
phones; electro-mechanical beam former
sonars and elementary soncbuoys; weather,
navigation and air traffic control radar sys-
tems. navigation, guidance, object-locating
methods and means; displays, and teleme-
tering equipment.

(b) Space electronics: (1) Electronic equip-
ment specifically designed or modified for
spacecraft and spaceflight, other than
equipment specifically designed or modified
for use with communications satellites.

(2) Electronic equipment specifically de-
signed or modified for use with communica-
tions satellites.

(c) Electronic systems or equipment de-
signed, configured, used, or intended for use
in search, reconnaissance, collection, moni-
toring, direction-finding, display, analysis,
and production of information from the
electromagnetic spectrum for intelligence or
security purposes.

(d) Components, parts, accessories, attach-
ments, and associated equipment specifical-
ly designed ¥or ‘use or current'y used with
the equipmeint dip paragraphs (a) through
(¢) of this category, except such items as are
in normal commercial use.
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Catecony XII-Fire CoxTRoL, RaNGE
PINDER, OPTICAL AND GUIDANCE AND CON-
TROL EQUIPMENT

(a) Fire control systems; gun and missile
tracking and guidance systems; military in-
frared, image intensifier and other night
sighting and night viewing equipment; mili-
tary masers and military lasers; gun laying
equipment; range, position and height find-
ers and spotting {nstruments; aiming devices
(electronic, gyroscopic, optic, and acoustic);
bomb sights, bombing computers, military
television sighting and viewing units, iner-
tial platforms, and periscopes for the artl-
cles of this section.

(b) Intertial and other weapons or space
vehicle guidance and control systems; space-
craft guidance, control and stahilization sys-
tems; astro compasses; and star trackers.

(¢) Components, parts, accessories, attach-
ments, and associated equipment specifical-
ly designed or modified for the articles in
paragraphs (a) and (b) of this category,
except such items as are in normal commer-
cial use,

CatecoRY XIII—AUXILIARY MILITARY
EQUIPMENT

(a) Aerial cameras, space cameras, special
purpose military cameras, and specialized
processing equipment therefor; military
photointerpretation, stereoscopic plotting,
and photogrammetry equipment, and spe-
cifically designed components therefor.

(b) Speech scramblers, privacy devices,
cryptographic devices (encoding and decod-
ing). and specifically designed components
therefor, ancillary equipment, and especial-
ly devised protective spparatus for such
device, components, and equipment.

(c) Self-contained diving and underwater
breathing apparatus designed for a military
purpose and specifically designed compo-
nents therefor.

(d) Armor plate.

(e) Concealment and deception equip-
ment, including but not limited to, special
paints, decoys, and simulators, components,
parts and accessories specifically designed
therefor.

(f) Energy conversion devices for produc-
ing electrical energy from nuclear, thermal,
or solar energy, or from chemical reaction,
specifically designed or modified for mili-
tary application.

(g} Chemiluminescent compounds and
solid state devices specifically designed or
modified for military application.

Carecory XIV—TOXICOLOGICAL AGENTS AND
EQUIPMENT; RADIOLOGICAL EQUIPMENT

(a) Chemica) agents, including lung firri-
tants, vesicants, lachrymators, and tear
gases, sternutators and irritant smoke, and
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nerve gases and incapacitating agents (see
§121.08).

(b) Biological agents adapted for use in
war to produce death or disablement in
human beings or animals, or tc damage
crops and plants.

(¢} Equipment for dissemination, detec-
tion, and identification of, and defense
against the articles in paragraphs (a) and
(b} of this Category (see § 123.31).

{d) Nuclear radiation detection and meas-
uring devices, except such devices as are in
normal commercial use.

(e) Components, parts, accessories, attach-
ments, and associated equipment spectfical-
ly designed or modified for the articles in
paragraphs (¢) and (d) of this category.

CaTeeorY XV —[RESERVED]

CATEGORY XVI—NUCLEAR WEAPONS DESIGN
AND Tesy EQUIPMENT ?

(a) Any article, material, equipment, or
device, which is specifically designed or spe-
cifically modilied for use in the design, de-
velopment, or fabrication of nuclear weap-
ons or nuclear explosive devices.

(b) Any article, material, equipment, or
device, which & specifically designed or spe-
cifically modified for use in the devising,
carrying out, or evaluating of nuclear weap-
ons tests or any other nuclear explosions
except such items as are in normal commer-
clal use for other purposes.

(¢) Cold cathode tubes such as krytrons

and sprytrons.
CATEGORY XVII—CLASSIFIED ARTICLES

All articles including technica! data relat-
ing thereto, not enumerated herein, con-
taining information which is classified as re-
quiring protection in the interests of nation-
al defense.

Catecory XVIII—TECHNICAL DATA

Technical data relating to the articles des-
ignated in this subchapter as arms, ammuni-
tion, and implements of war (gee § 125.01 for
definition amd §125.11 for exemptions; see
also § 123.38)

Carzocry XIX—[Reservep]

CaTeGory XX ~SUBMERSIBLE VESSELS,
OCEAROGRAPHIC AND ASSOCIATED EQUIPMENT ¢

(a) Submersible vessels, manned and un-
manned, designed for military purposes or

1See §123.28. See also Department of
g:%n'l’mem Export Regulations, 15 CFR

‘Any sutmersible vessels, oceanographic
or associated equipment assigned a military
designation shall constitute an article on
the U.S. Munitions List, whether expressly
enumerated therein.

64




APPENDIX IV

§121.02

having independent capability to maneuver
vertically or horizontally at depths below
1,000 feet or powered by nuclear propulsion
plants.

(b) Submersible vessels, manned or un-
manned, designed In whole or in part from
technology developed by or for the U.S.
Armed Forces.

(¢) Any of the articles in Categories VI,
IX, X1, XIII1, and elsewhere in §121.01 of
this subchapter that may be used with sub-
mersible vessels.

(d} Equipment, components, parts, acces-
sories, and attachments designed specifical-
ly for any of the articles in paragraphs (a)
and (b) of this category.*

Cateoory XXI—[{RESERVED]

CATEGORY XXII—~MISCELLANEOUS ARTICLES

Any article and technical data relating
thereto not enumerated herein having sig-
nificant military applicability, determined
by the Director, Office of Munitions Con-
trol, Department of State, in consultation
with appropriate agencies of the Govern-
ment and having the concurrence of the De-
partment of Defense.

(Redelegation of Authority No. 104-7-A, 35
FR 5423, 54240)

(Dept. Reg. 108.607, 34 FR 13274, Aug. 15,
1969, as amended by Dept. Reg. 108.628, 356
FR 19016, Dec. 16, 1970; Dept, Reg. 108.630,
35 FR 19994, Dec. 31, 1970; Dept. Reg.
108.646, 36 FR 20939, Nov. 2, 1971, Dept.
Reg. 108.650, 36 FR 24800, Dec. 23, 1971;
Dept. Reg. 108.668, 37 FR 14694, July 22,
1972; Dept. Reg. 108.733, 42 FR 16617, Mar.
29, 1997)

DEFINITIONS AND INTERPRETATIONS

§121.02 Equipment

The term “equipment” as used in
this subchapter, unless it appears oth-
erwise in the context, means any arti-
cle (see footnote 1, §121.01) not in-
cluding technical data. The terms
“equipment” and “article” include (a)
experimental equipment being devel-
oped for military use, and (b) models
and mackups (with or without moving
parts) if they reveal any information
relating to the use, operation, mainte-

sItems, including technical data relating
thereto, for submaring nuclear propulsion
plants which upon review are determined to
have significant naval puclear propulsion
applicability will be considered as naval nu-
clear propulsion items for the purposes of
these regulations and processed in accord-
ance with Category VI(e) and the footnote
thereto.
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nance, repair, overhaul, production,
processing, manufacture, research, de-
velopment, or design of any arms, am-
munition, and implements of war on
the U.S. Munitions List.

$121.03 Significant combat equipment.

Significant combat equipment in-
cludes the articles (not including tech-
nical data) enumerated in Categories 1
(a), (b), and (¢) (in quantity), II (a)
and (b); 111(a) (excluding ammunitions
for firearms in Category I); IV (a), (b),
(d), and (e); V(b) (in gquantity); VI(a)
(limited to combatant vessels as de-
fined in § 121.12(a)) (b} (Inclusive only
of turrets and gun mounts, missile sys-
tems, and speciz]l weapons systems)
and (e); VII (&), (b), (0), and (I}, VIII
(a), (b), (¢), GEMS as defined In (k),
and inertial systems as defined in (1);
XI ¢aX1), (bX1), and (c); XII(a); XIV
(a), (b), (¢), and (d); XVI;, XVII; and
XX (a) and (b).

(Sec. 38, as amended, 90 Stat. 744, 22 US.C.
2718; E.O. 11058, 42 FR 4311.)

{Dept. Reg. 108.733, 42 FR 16617, Mar. 29,
19717)

§121.04 Firearms,

Rifles, carbines, revolvers, and pis-
tols, to caliber .50 inclusive, and shot-
guns with barrels less than 18 inches
in length, are included under Category
I(a). Machineguns, submachineguns,
machine pistols, and fully automatic
rifles to caliber .50 inclusive are in-
cluded under Category I(b).

(a) As used in this subchapter, the
term “firearm” denontes a weapon not
over .50 caliber which will or is de-
signed to or may readily be converted
to expel a projectile by the action of
an explosive. (BB and pellet guns are
not included on the Munitions List.)

(b) A “rifie” is a shoulder firearm
discharging bullets through a rifled
barrel at least 16 inches in length, in-
cluding combination and drilling guns.

(¢) A “carbine” is a lightweight

should firearm with a short barrel,
under 16 inches in length.
- (d) A “pistol” i{s a hand-operated
firearm having a chamber integral
with, or permanently aligned with, the
bore.

(e) A “revolver” is a hand-operated
firearm with a revolving cylinder con-
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taining chambers for individual car-
tridges.

(f) A “machinegun,” “machine
pistol” or “submachinegun” is a fire-
arm originally designed to fire, or ca-
pable of being fired fully automatical-
1y by a single pull of the trigger.

§121.05 Cartridge and shell easings.

Cartridge and shell casings are in-
cluded under Category III of the U.S.
Munitions List unless, prior to their
exportation, they have been rendered
useless beyond the possibility of resto-
ration for use for the purpose original-
ly produced by means of excessive,
heating, flame treatment, mangling,
crushing, cutting, or popping. (Shot-
gun ammunition is not included in the
Munitions List.)

$121.06 Military demolition blocks and
blasting caps.

The term ‘“military demolition
hlocks and blasting caps” does not in-
clude the following articles:

(a) Electric squibs.

(b) No. 6 and No. 8 bilasting caps, in-
cluding electric.

(¢) Delay electric blasting caps (in-
cluding No. 6 and No. 8 millisecond).

(d) Seismograph electric blasting
caps (including SSS, Static-Master, Vi-
brocap SR, and SEISMO SR).

(e) Oil well perforating devices.

$121.07 Apparatus and devices under Cat-
egory IV(b).

Category IV(b) includes inter alia

the following: Fuzes and components
thereof, bomb racks and shackles,
bomb shackle release units, bomb ejec-
tors, torpedo tubes, torpedo and
guided missile boosters, guidance
system materials (except those having
a commercial application), launching
racks and projectors, pistols (explod-
ers), igniters, fuze arming devices, in-
tervalometers, and components there-
for, guided missile launchers and spe-
cialized handling equipment and har-
dened missile lJaunching facilities.

$121.08 Amphibious vehicles.

As use in Category VI1I (f), the term
“amphibious vehicles” includes, but is
not limited to,” automotive vehicles or
chassis embodying all-wheel drive and
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equipped to meet special military re-
quirements, with adaptation features
for deep water fording and sealed elec-
trical systemas.

§121.09 Chemical agents.

(a) (See Category XIV(a).) A chemi-
cal agent is a substance useful in war
which by its ordinary and direst
chemical action, produces a powerful
physiological effect. The term “chemi-
cal agents” includes but is not limited
to the following chemical compounds

1. Lung irritants:
(a) Diphenylcyanoarsine (DC).
(b) Fluorine (but not fluorene).
Péc) Trichloronitro methane (Chlorpicria
).
2. Vesicants:
L(a) B Chlorvinyldichlorarsine (Lewisite,

).

(b) Bisdichlorethyl sulphide (Mustard gas,
HD or H).

(c) Ethyldichloroarsine (ED).

(d) Methyldichloroarsine (MD).

3. Lachrymators and tear gases:

(2) Brombenylcyanide (BBC).

(b) Chloroacetophenone (CN).

(¢) Dibromodimethy] ether.

(d) Dichlorodimethyl ether (CICi).

(e) Ethyldibromoarsine.

(1) Phenylcarbylamine chloride.

(g) Tear gas solutions (CNB and CNBS).

(h) Tear gas orthochlorobenz almalonmmi-
trile (CS).

4, Sternutators and irritant smokes:

(a) Diphenylaminechloroarsine (Adamalie,
DM).

(b) Diphenylchlorarsine (BA).

(¢} Liquid pepper.

5. Nerve gases. These are toxic compounds
which affect the nervous system, such ax

(a) Dimethylaminoethoxycyanophosphine
oxide (GA). :

(b) Methylisopropoxyfluorophosphime
oxide (GB).

©) Methylpinacolyloxyfluoriphosphine
oxide (GD).

8. Antiplant chemicals:

(a)} Butyl 2-chloro-4-fluorophenoxyacetate
(LNF).
[Dept. Reg. 108.605, 34 FR 12029, July 17,
1969, as amended by Dept. Reg. 108.638, 35
FR 19994, Dec. 31, 1970; Dept. Reg. 1084848,
36 FR 20940, Nov. 2, 1971]

§121.10 Propellants.

The term ‘‘propellants” includes bt
is not limited to the following:

(a) Propellant powders, including
smokeless shotgun powder (e
§123.37).
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(b) Hydrazine (including Mono-
methyl hydrazine and symmetrical di-
methyl hydrazine but excluding hy-
drazine hydrate).
zl(o::) Unsymmetrical dimethyl hydra-

ne.

(d) Hydrogen peroxide over 85 per-
cent concentration.

(e) Nitroguanadine or picrite.

(f) Nitrocelluloge with nitrogen con-
tent of over 12.20 percent.

(g) Nitrogen tetroxide.

¢(h) Other solid propellant composi-
tions, including but not limited to the
following: .

(1) Single base (nitrocellulose).

(2) Double base (nitrocellulose, ni-
troglycerin).

(3) Triple base (nitrocellulose, nitro-
glycerin, nitroguanidine).

(4) Composite of nitroglycerin, am-
monjum perchlorate, potassium perch-
lorate, nitronium perchlorate, guani-
dine (guanidinium) perchlorate, nitro-
gen tetroxide, ammonium nitrate or
nitrocellulose with plastics, metal
fuels, or rubbers added. and com-
pounds composed only of fluorine and
one or more of the following: Other
halogens, oxygen, or nitrogen.

(5) Special purpose chemical base
high energy solid military fuels.

(1) Other liquid propellant composi-
tions, including but not limited to the
following:

(1) Monopropellants (hydrazine, hy-
drazine nitrate, and water).

(2) Bipropellants (Hydrazine, fuming
nitric acid HNO,).

(3) Perchloryl fluoride.

(4) Special purpose chemical base
high energy liquid military fuels and
oxidizers.

§121.11 Military explosives.

The term “military explosives” in-
cludes, but {s not limited to, the fol-
lowing:

(a) Ammonium picrate.

(b) Black powder made with potas-
sium nitrate or sodium nitrate.

(c) Cyclotetramethylene - tetranitra-
mine (HMX). ‘

(d) Cyclotrimethylene - trinitramine
(RDX, Cyclonite, Hexogen or T4).

(e) Dinitronaphthalene.

(f) Ethylenedinitramine.

(g) Hexanitrodiphenylamine.
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(h) Nitroglycerin.

(1) Nitrostarch.

4} Pentaerythritol tetranitrate
(penthrite, pentrite or PETN).

(k) Tetranitronaphthalene.

(1) Trinitroanisol.

{m) Trinitronaphthalene.

(n) Trinitrophenol (picric acid).

(0) Trinitrophenylmethylnitramine
(Tetryl).

(p) Trinitrotoluene (TNT).

(Q) Trinitroxylene.

(r) Ammonium perchlorate nitrocel-
lulose (military grade).

(s) Any combinations of the above.

§121.12 Military fuel thickeners.

The term “military fuel thickeners"”
includes: compounds (e.g., octal), or
mixtures of such compounds (eg.,
napalm) specifically formulated for
the purpose of producing materials
which, when added to petroleum prod-
ucts, provide a gel-type incendiary ma-
terial for use in bombs, projectiles,
ﬂ‘ame throwers, or other implements
of war.

§121.13 Vessels of war and special naval
equipment.

(See Category VI.) The term “vessels
of war” includes, but is not limited to,
the following:

(a) Combatant:

(1) Warships (including nuclear-
powered versions):

C‘?ércnﬂ. carriers (CVA, CVE, CVHE, CVL,
).

Battleships (BB, BBQ).

Command ships (CBC, CLC).

Cruisers (CA, CAG, CB, CG, CL, CLAA,
CLG).

Destroyers (DD, DDC, DDE. DDG, DDR,
DL, DLQ).

Submarines (S8, SSB, 858G, 8SK, SSR).

(2) Amphibious warfare vessels:

Amphibious assault ship (LPH).
Amphibious force flagship (AGC).
Assault  helicopter  aircraft
(CVHA).
Attack cargo ship (AKA).
Control escort vessel (DEC),
Cargo submarine (AK(SS8)).
Inshore fire support ship (IFS).
‘Landingships (LSD, LSMR, LST, LPD).
Transport submarine (AP(88)).-
Transports (APA, APD).

carrier

67

Iv



APPENDIX IV

Chapter |-—Depariment of State

(3) Landing craft (LCM, LCU, LCVP,
ATC, CCB).

(4) Landing vehicle, tracked (LVT).

(5) Mine warfare vessels:

Mine hunter, coastal (MHC).

Mine countermeasures support
(MCS).

Minelayers (DM, MMA, MMC, MMF),

Minesweepers (DMS, MSC, MSCO),
MSF, MS0O, MSI, MSB, MSA, YMS, MSL,
Ub/MS8).

(8) Patro] vessels:
Escort vessels (DE, DER, PCS, PCER, FPF,

ship

Gunboats (PCM, PR).

Submarine chasers (PC, PCS, 8C).
Yacht (PY).

(b) Auxiliary vessels and service
craft:

(1) Advanced sviation base ship
(AVB).

(2) Auxiliary submarine (AG(8S)).

(3) Cable repairing or laying ship
(ARC).

(4) Degaussing vessel (ABQ).

(5) Distilling ship (AW).

(8) Drone aircraft catapult control
craft (YV).

() Floating dry docks, cranes, and
associated workships and lighters
(AFDB, AFDL, AFDM, ARD, YFD,
YFMD, YR, YRDH, YRDM, YHL,
YSD).

(8) Guided missile ship (AVM).

(9) Harbor utllity craft (YFU).

(10) Icebreaker (AGB).

(11) Logistic support ships (AE, AF,
AK, AKS, AO, ACE, AGO, AOR,
AQ(SS), AVS),

(12) Miscellaneocus auxiliary (AG,
IX, YAG).

(13) Miscellaneous cargo
(AKD, AKL, AKV, AVT).

(14) Naval barges and lighters (YC,
YCF, YCK, YCV, YF, YFB, YFN,
YFNS, YFNX, YFP, YFR, YFRN,
YRFT, YFT, YG, YGN, YO, YOG,
YOGN, YON, YOS, YSR, YTT, YW,
YWN).

(15) Net laying and tending ships
(AKN, AN, YNQ).

(16) Oceanographic research ship
(AGOR).

(17) Patrol craft (PT, YP).

(18) Repair, salvage and rescue ves-
sels (AR, ARB, ARG, ARL, ARS,
ARSD, ARV, ARVA, ARVE, ASR).

(19) Survey ships (GS, AGSC).

ships
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(20) Target and training submarine
(8ST).

(21) Tenders, (AD, AGP, ARST, AS,
AV, AVP, YDT).

(22) Transports and barracks vessels
(AP, APB, APC, APL, YHB, YRB,
YRBM).

(23) Tugs (ATA, ATF, ATR, YTB,
YTL, YTM).

(24) Ocean radar picket ship (AGR),

(25) Submersible craft (X). (See Cat-
egory XX.)

(26) Utllity aircraft carrier (CVU).

(¢) Coast Guard patrol and service
vessels and craft:

(1) Submarine repair and berthing
barge (YRB).

(2) Labor transportation barracks
ship (APL).

(3) Coast Guard cutter (CGC).

(4) Gunboat (WPQ).

(5) Patrol craft (WPC, WSC),

(6) Seaplane tender (WAVP).

(7) Icebreaker (WAGB).

(8) Cargo ship (WAK).

(8) Buoy tenders and boats (WAGE,
WD).

(10) Cable layer (WARC).

(11) Lightship (WAL).

(12) Coast Guard tugs (WAT, WXT).

(13) Radio ship (WAGR).

(14) Special vessel (W1X).

(15) Auxiliary vessels
WAGE).

(16) Other Coast Guard patrol or
rescue craft (1) of over 300 horsepower
when equipped with a gas turbine
engine or engines, and (i1) of over 600
horsepower when equipped with an
engine or engines of the internal com-
bustion, reciprocating type.

(d) Air Force craft: Air Force rescue
boat.

(e) Army vessels and craft:

(1) Transportation Corps tug: 100 ft.
(LT), 65 ft. (ST), T-boat, Q-boat, J-
boat, E-boat.

(2) Barges (BG, BC, BR, BSP, BSPI,
BKI, BCF, BBL, BARC, BK).

(3) Cranes, floating (BD).

(4) Drydock, floating (FDL).

(5) Repair ship, floating (FMS).

(6) Trainer, amphibious 20-ton
wheeled tow boat, inland waterway
(LTI, STD.

[Dept. Reg. 108.605, 34 FR 12029, July 117,
1969; 34 FR 124317, July 30, 1869)

(WAG,
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§121.14  Alrcraft and related articles.

(a) The term “aircraft” used in Cate-
gory VIII of the U.S. Munitions List
means aircraft designed, modified, or
equipped for military purpose as speci-
fled In Category VIII, including so-
called “demilitarized” aircraft. The
export of such aircraft is subject to
the licensing requirements of the De-
partment of State.

(b) Regardless of demilitarization,
all aircraft bearing an original military
designation are included in Category
VIII of the U.S. Munitions List, except
the following aircraft which have not
been specifically equipped, re-
equipped, or modified for military op-
erations:

(1) Cargo aircraft bearing “C"” desig-
nations C-45 through C-118 inclusive,
and C-121.

(2) Trainer aircraft bearing “T" des-
jgnations and using reciprocating en-
gines only.

(3) Utllity aircraft bearing “U" desig-
nations and using reciprocating en-
gines only.

(4) All liaison aircraft bearing an “L"
designation.

(5) All observation aircraft bearing
“Q" designations and using reciprocat-
ing engines only.

{Dept. Reg. 108.605, 36 FR 12029, July i7,
1869, as amended by Dept. Reg. 108.630, 35
FR 18984, Dec. 31, 1870]

§121.15 End-items, components, accesso-
ries, attachments, agd parts.

(a) End-items are defined as assem-
bled whole systems or equipment,
ready for its intended use, (1) for
which only ammunition, fuel or other
energy sources are required to place
them in an operating state, and (2)
consisting of components and parts,
with or without accessories or attach-
ments. (Examples: rifles, tanks, air-
craft, transceivers, ships, etc.)

(b) Components are items which are
useful only when used in conjunction
with an end-item. They are defined as
either major or minor: (1) Major com-
pcnents include any assembled ele-
ments which form a portion of an end-
ftem without which the end-item {s in-
operabie (examples: airframes, tail sec”
tions, engines, transmissions, tank
treads, hulls, et¢.); and (2) minor com-
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ponents include any assembled ele-
ments of & major component.

(c) Accessories and attachments are
defined as elements of any compo-
nents, systems, or products not neces-
sary for the operation of an end-item,
but which enhance the usefulness or
effectiveness of the end-item. (Exam-
ples: riflescopes, special paints, ete.)

(d) Parts are defined as any single
unassembled elements of mafor and
minor components, accessories and at-
tachments which are not normally
subject to disassembly without de-
struction or impairment of design use.
(Examples: rivets, wire, bolts, ete.)

(Redelegation of Authority No. 104-7-A, 35
FR 5423, 5424)

[Dept. Reg. 108.688, 37 FR 14694, July 22,
1872])

§ 121.16 Forgings, castings, and machined
bodies.

Items in a partially completed state,
such as forgings. castings, extrusions,
and machined bodies of any of the ar-
ticles enumerated on the U.S. Muni-
tions List which have reached a stage
in manufacture where they are clearly
identifiable as arms, ammunition, and
implements of war are considered to
be such articles for the purposes of
section 414 of the Mutual Security
Act, as amended.

$§121.17 “United States.”

For the purposes of this subchapter
the term “United States,” when used
in the geographical sense, unless oth-
erwise expressly defined, includes the
several States, the insular possessions
of the United States, the Canal Zone,
the District of Columbia, and any ter-
ritory over which the United States
exercises all and any powers of admin-
istration, legislation, and jurisdiction.

§$121.18 Person.

For the purposes of this subchapter
the term “Person” includes a partner-
ship, company, association, corpora-
tion, firm, society, or joint stock com-
pany, as well as a natural person.

§121.19 Export.

For the purposes of this subchapter
the term. ‘‘export” means the sending
or taking out of the United States in
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any manner any article, equipment, or
technical data on the U.S. Munitions
List except as may be otherwise ex-
pressly provided In a particular con-
text.

$121.20 Intransit shipments.

For the purposes of this subchapter
equipment on the U.S. Munitions List
temporarily entering the United
States in transit to another country,
including return to the country of
export, shall constitute a temporary
import for which a Department of
State Intransit License (DSP-81) shall
be required.

§121.21 Licenses.

(a) For the purposes of this sub-
chapter the term “license” denotes a
document bearing the word “license”
which when dated, sealed, numbered,
and signed by the Secretary of State
or his authorized designees permits
the export, temporary export, or in-
transit shipment of specific articles on
the U.S. Munitions List (See §§ 123.05.)

(b} Licenses shall be issued valid for
12 months unless a different period is
expressly stated thereon. Licenses are
not transferable.

(¢) No photographic or other copy
may be made of an original license
unless authorized by the Department
of State.

{Dept. Reg. 108.605, 34 FR 12029, July 17,
1969, as amended by Dept. Reg. 108.629, 35
FR 198016, Dec. 16, 1970; Dept. Reg. 108.646,
36 FR 20940, Nov. 2, 1971. Redesignated by
Dept. Reg. 108.733, 42 FR 16617, Mar. 29,
1977

$121.22 District Director of Customs.

When used in this subchapter the
term “‘district director of customs” in-
cludes the district directors of customs
at customs headquarters ports (other
than the port of New York, N.Y.); the
regional commissioner of customs, the
deputy and assistant regiorial commis-
sioners of customs for customs region
11 at the port of New York, N.Y.; and
port directors at customs ports not
designated as headquarters ports.
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PART 122—REGISTRATION

Sec.

122.01 Registration requirements.

122.02 Application for registration.

122.03 Refund of fee.

122.04 Notification of changes in informa-
tion furnished by registrants.

122.05 Maintenance of records by regis-
trants.

PROCEDURRS
122.10 Submission of application.

AUTHORITY: Sec. 414, as amended, 68 Stat.
848, 22 U.S.C. 1934; secs. 101 and 105, E.O.
10973, 26 FR 10469, sec. 6, Departmental
Delegation of Authority No. 104, 28 FR
10808, as amended, 27 FR 9§25, 28 FR 1131;
Redelegation of Authority No. 104-3-A, 28
FR 7231,

Sounce: Dept. Reg. 108.605, 3 FR 132031,
July 117, 1968, unless otherwise noted.

§122.01 Registration nquirgmenu.

(n) Persons (as defined in § 121.17 of
this subchapter) engaged in the busi-
ness, in the United States, of manufac-
turing or exporting articles enumer-
ated in the U.S. Munitions List, shall
be required to register with the Secre-
tary of State. Manufacturers, whether
they engage in export, shall also be re-
quired to register.

(b) Persons engaged in the business,
in the United States, of exporting arti-
cles enumerated in the U.S. Munitions
List, and importing such articles under
the provisions of Title 26, Code of Fed-
eral Regulations, are required to regis-
ter for a fee with the Secretary of
State as exporters, and to register for
a fee with the Secretary of the Treas-
ury as importers.

(c) The fabrication of arms, ammuni-
tion, and implements of war for ex-
perimental or scientific purposes, in-
cluding research and development, is
not considered as manufacture for the
purposes of the regulations in this
part

(d) Registration is not required of
persons (1) whose pertient business ac-
tivities are confined to the production
or exportation of unclassified techni-
cal data relating to arms, ammunition,
and implements of war, or (2) whose
export activity is subject to license
under the provisions of the Atomic
Energy Act of 1954, as amended, and
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which does not include exports of arti-
cles on the U.S. Munitions Lists.

§122.02 Application for registration.

(a) Applicants may be registered for
periods of from 1 to 5 years at a time
upon submission of a completed Form
DSP-9, and payment of a fee as fol-
lows:

1 year $135
2 years 50
3 years 350
4 years 425
§ years 800

(b) A registrant who falls to renew
his registration after its lapse and,
after an Intervening period seeks to
register again, shall be liable to pay
registration fees If during that period
or part thereof he had conducted busi-
ness activities involving articles enu-
merated in the U.S. Munitions List.

§122.03 Refund of fee.

When a multiple-year registration
fee has been pald, a request for refund
for whole future years will be honored
pro rata only {f the person ceases to be
a manufacturer or exported of Muni-
tions List articles during the years for
which the refund is claimed.

§122.04 Notification of changes in infor-
mation furnished by registrants.

Registered persons must notify the
Secretary of State of significant
changes in the information set forth
in their applications for registration,
such as the establishment of a foreign
affiliate.

§122.05 Maintenance of records by regis-
tranta.

(a) Persons required to register must
maintain for a period of 6 years, sub-
ject to the inspection of the Secretary
of State or any person designated by
him, records bearing on U.8. Muni-
tions List articles, including records
concerning the acquisition and disposi-
tion of such articles by the registrant.
The Secretary may prescribe a longer
or shorter period in individual cases as
he may deem appropriate,

(b) Officers of the Office of Securi-
ty, of the Office of Munitions Control
of the Department of State, and of the
U.8. Customs Agency Service, Bureau
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of Customs, Treasury Department, are
hereby designated as the represents-
tives of the Secretary of State for the
purposes of this section.

PROCEDURES

$122.10 Submission of application.

(a) Department of State Form DSP-
9, Application for Registration, must
be submitted to the Department in
original. The Department will not reg-
ister an applicant who has not satis-
factorily replied to all questions on
the form or who fails to accompany
the application with a payment of one
of the fees prescribed in § 122.02(a).

(b) Applications and fees (by money
order or check puyable to the Depart-
ment of State) must be mailed or de-
livered together to the Department as
indicated in the instructions on the
back of Form DSP-9.

(¢) Other matters pertalning to reg-
istration requirements should be ad-
dressed to the Office of Munitions
Control, Department of State, Wash-
ington, D.C. 20520,

PART 123—LICENSES FOR UNCLASSI-
FIED' ARMS, AMMUNITION, AND
IMPLEMENTS OF WAR

Sec.

123.01
123.02
123.03

Export license.

Imports.

Intransit license.

123.04 Temporary export license.

123.05 License denial, revocation, suspen-
sion or amendment.

123.06 Foreign trade zones and customs
bonded warehouses.

123.07 Export to warehouse or distribution
points outside the United States.

123.08 Export of vessels of war and mili-
tary aircraft.

123.08 Overhaul, repairs, or modifications

" of foreign-owned arms, ammunition, and

implements of war.

123.10 Country of ultimate destination.

123.11 Movements of vessels outside U.8.
territorial jurisdiction.

123.12 Canadian shipments.

123.13 Shipments between U.8. possessions
and the Panama Canal Zone.

123.14 Domestic aircraft shipments via for-
eign ports.

\Provisions for the export of classified
arms, ammunition and implements of war
are contained in Part 12§ of this sub-
chapter. . a
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8ec.

123.15 Import certificate/delivery verifica-
tion procedure.

123.16 Approval of proposals to sell signifi-
cant combat equipment.

EXEMPTIONS

123.30 Obsclete amall arms.

123.31 Arms and ammunition for personal
use. .

123.32 Arms for personal use of members
of the Armed Porces and civilian em-
ployees of the U.8. Government

123.33 Sample shipments,

123.34 Minor components.

123.35 Border shipments and shipments
transiting the Panama Canal.

123.37 Propellants and explosives.

123.38 Nuclear materials.

PROCEDURES

Applications for licenses.

Renewal and disposition of licenses.

123.52 Ports of exit or entry.

123.53 Filing of export and intransit li-
censes, and shipper's export declara-
tions, with district directors of customs.

123.54 Shipments by mail.

123.55 Temporary exports.

123.56 Domestic aircraft shipments via a
foreign country.

AvuTtnHORITY: Sec. 414, as amended, 68 Stat.
848; 22 U.S.C. 1934; secs. 101 and 105, E.O.
10973, 26 FR 10469; sec. 6 Departmental
Delegation of Authority No. 104, 26 FR
10608, as amended, 27 FR #8925, 28 FR 7231;
and Redelegation of Authority No. 104-3-A,
28 FR 7231.

Sourcr: Dept. Reg. 108.605, 34 FR 12032,
July 17, 1969, unless otherwise noted.

123.50
123.51

§123.01 Export license.

Equipment (see §121.02 of this sub-
chapter for definition) on the US.
Munitions List shall not be exported
from the United States until a license
has been obtained from the Depart-
ment of State, or it is otherwise
exempt under other provisions of this
subchapter. As a condition precedent
for the issuance of an export license
for equipment the Department of
State may require all pertinent docu-
mentary information regarding the
proposed transaction, and may also re-
quire the execution of an appropriate
bond. (Applications for export license
where the value is $50,000 or more
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shall be accompanied by a copy of the
relevant DD form 1513 in cases involv-

ing the U.8. Foreign Military Sales
program, and by a copy of a firm order

or letter of intent in other cases.)

[Dept. Reg. 108.646, 3¢ FR 20840, Nov. 2,
1971)

§123.02 Imports.

Equipment on the U.S. Munitions
List shall not be imported into the
United States unless (a) it had been
previously exported temporarily under
a license issued by the Department of
State; (b) it constitutes a temporary
import under the Intransit license pro-
cedure (see $§ 123.03 and 123.09); or (¢)
its import has been authorized or
exempted by the Secretary of the
Treasury (26 CFR Parts 178 to 180).

{Dept. Reg. 108.615, 35 FR 3030, Feb. 11,
1970)

§123.03 Intransit license.

An intransit license shall be required
for the temporary entry of any equip-
ment enumerated in the U.S. Muni-
tions List into the United States for
transshipment to a third country (see
also §123.35). The Department may
require the execution of an appropri-
ate bond. (An Intransit License may
also be used for other temporary im-
ports. See §§ 121.18 and 123.09.)

$123.04 Temporary export license.

A license for the temporary export
of unclassified equipment on the Mu-
nitions List may be obtained from the
Department of State in lieu of export
and import licenses when such equip-
ment will be exported on a temporary
basis and will be returned to the
United States. The Department may
require full documentary information
regarding such proposed transaction,
and the execution of an appropriate
bond. (See §$123.55 for procedures.)
With respect to firearms as defined in
26 U.S.C. 5845(a), evidence shall be
shown that all applicable require-
ments of 26 CFR Part 179 have been
satisfied.
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$123.05 License denial, revocation, sus-
pension or amendment.*

(a) Licenses may be denied, revoked,
suspended, or amended by the Depart-
ment of State without prior notice
whenever the Department believes
such action to be advisable in further-
ance of (1) World peace; (2) The secu-
rity of the United States; (3) The for-
eign policy of the United States; or (4)
Whenever the Department believes
that 22 U.S.C. 2778 or any regulations
contained in this subchapter has been
violated; or (5) Whenever the appli-
cant or licensee has been debarred
under §127.07 or suspended under
§127.08, or whenever an order of de-
barment or suspension has been made
applicable to the applicant or licensee
under § 127.09, or whenever a person
who has been debarred or suspended
has a significant interest in the trans-
action.

(b) Whenever a license application is
denied, or an outstanding license is re-
voked, suspended, or amended, the ap-
plicant or licensee shall be advised
promptly in writing of the Depart-
ment’s decision, together with the rea-
sons therefor as specifically as securi-
ty and foreign relations considerations
permit.

(¢) Upon written request within 30
days after receipt of an adverse deci-
gion by the Department of State, the
applicant or licensee shall be accorded
an opportunity to present additional
information and a review of the whole
case by the Department.

{Dept. Reg. 108.605, 34 FR 12032, July 17,
1969, as amended by Dept. Reg. 108.744, 42
FR 42851, Aug. 25, 1877]

$123.06 Foreign trade zones and customs
bonded warechouse.

A Foreign Trade Zone and a U.S,
Customs bonded warehouse are con-
sidered integral parts of the United
States for the purpose of this sub-
chapter. An export license is therefore
not required for shipments between
the United States and a Foreign Trade
Zone or a Customs bonded warehouse.

1The provisions of § 123.05 are also appll-
cable to applications and licenses for the
expori of technical data (see Part 125 of
this subchapter).
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However, an export license shall be re-
quired for all shipments of articles on
the U.S. Munitions List from Foreign
Trade Zones and U.8. Customs bonded
warehouses to other countries, regard-
less of how the articles reached the
zone or warehouse,

{Dept. Reg. 108.629, 35 FR 19016, Dec. 16,
1970}

§$123.07 Export to warehouses or distribu-
tion points outside the United States.

Applications for license to export
U.S. Munitions List equipment to
warehouses or distribution points out-
side the United States for subsequent
resale will be considered by the De-
partment of State. Licenses issued for
such transactions normally will con-
tain conditions for special distribution
controls and reporting.

§123.08
tary

(a) The transfer of a privately owned
vessel of war as defined by §121.12 or
a privately owned military aircraft as
defined in §121.13 from the United
States to foreign registry shall consti-
tute an export for which an approval
or license from the Department of
State shall be required. If the vessel or
aircraft in question is physically locat-
ed abroad, the written approval of the
Department of State shall be obtained
before the registry of such vessel or
aircraft may be transferred.

(b) The registration under a foreign
flag of a privately owned vessel of war
or privately owned military aircraft
that has not been registered in the
United States, but is located in the
United States, shall constitute an
export for which a license from the
Department of State is required.

Nore: Such transactions may also require
the prior approval of the Maritime Adminis-
tration or the Federal Aviation Administra-
tion, as applicable.

$123.09 Overhaul, repairs, or modifica-
tions of foreign-owned arms, ammuni-
tion, and implements of war.

Persons intending to overhaul,
repair, or modify foreign-owned arms,
ammunitiony; and implements of war
on the;U.8 Munitions List, in the
United States, shall obtain an Intran-

Export of vessels of war and mili-
aireraft.
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sit License from the Department of
State. The entry of such equipment
into the United States for overhaul,
repair, or modification shall constitute
a temporary import provided it will be
returned directly to the country of
ownership.

§$123.10 Country of ultimate destination.

(a) The country designated on the
application for an export license as
the country of ultimate destination
shall be the country in which the
equipment shall ultimately receive end
use. Such equipment shall not be di-
verted from that country even though
it might have been incorporated
through an intermediate process into
other end items.

(b) The prior written approval of the
Department of State shall be obtained
before U.S. Munitions List equipment
previously exported from the United
States under a license of the Depart-
ment of State may be resold, diverted,
transferred, transshipped, reshipped,
or reexported to, or disposed of in any
country other than the country of ul-
timate destination as stated in the
export license.

(c) The exporter shall incorporate
the following statement as an integral
part of the shipper’s export declara-
tion, the bill of lading and the invoice,
whenever the U.S. Munitions List
equipment is to be exported: “These
commodities are licensed by the US.
Government for export to (Country of
ultimate destination). Diversion con-
trary to U.S. law is prohibited.” The
person to whom a license has been
granted shall be responsible for the in-
clusion of such a statement even
though the transaction may be han-
dled by a freight forwarder or other
forwarding agent.

(d) Applications for export (form
DSP-5) of unclassified significant
combat equipment submitted to the
Office of Munitions Control shall be
accompanied by a ‘Consignee-Pur-
chaser Transaction Statement” (Form
DSP-83) which must be submitted by
the foreign importer to the U.S. appli-
cant for export license. (Exports of
classified significant combat equip-
ment, shall also require from DSP-83
submissions. See §125.21 of this sub-
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chapter.) The Transaction Statement
shall provide that, except as specifical-
1y authorized by prior written approv-
al of the Department of State, the ul-
timate consignee (and purchaser if not
the same as the uitimate consignee)
will not reexport, resell or otherwise
dispose of the equipment enumerated
in the application outside the country
named as the location of the ultimate
consignee. The office of Munitions
Control reserves the right to require a
Consignee-Purchaser Transaction
Statement with respect to the export
of any U.S. Munitions List article.

fa) Tm annlinatinne fan avnamt wrhava
A&/ il BYFIIVEBVWVIID AUL VAMPUVILY WIITIT

a Consignee-Purchaser transaction
Statement is required and where both
the ultimate consignee and the pur-
chaser are nongovernmental entities,
the Department of State may require
a Nonretransfer Assurance (DSP-83,
Item 8) from the appropriate authori-
ty of the foreign importer's govern-
ment. The Nonretransfer Assurance
shall provide that the foreign import-
er’s government undertakes not to au-
thorize the reexport, resale, or other
disposition of the equipment enumer-
ated in the application without obtain-
ing the prior written consent of the
U.8. Government.

[Dept. Reg. 108.650, 34 FR 12032, July 17,
1969, as amended by Dept. Reg. 108.648, 36
FR 20940, Nov. 2, 197]1; Dept. Reg. 108.6850,
36 FR 24800, Dec. 23, 1971, Dept. Reg.
108.733, 42 FR 16617, Mar, 29, 1977}

§123.11 Movements of vessels outside U.S.
territorial jurisdiction.

(a) A license from the Department
of State shall be required whenever a
vessel on the U.S. Munitions List
makes a voyage outside the United
States which is deemed an export as
defined in §121.18 of this subchapter.

(b) An export license shall not be re-
quired when such a vesse] departs
from the United States without enter-
ing the territorial waters of a foreign
country, provided no arms, ammuni-
tion, or implements of war, or techni-
cal data related thereto are carried as
cargo. In the event that such a vessel
shall enter the territorial waters of a
foreign country before returning to
the United States, or carries as cargo
arms, ammunition, or implements of
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war, or technical data related thereto,
a License for Temporary Export
(DSP-73) shall be obtained from the
Department of Btate. (See §§123.04
and 123.55.)

§123.12 Canadian shipments.

District directors of customs and
postmasters may release unclassified
Munitions List equipment (as defined
in §121.01 of this subchapter) to
Canada without an export license with
the following exceptions:

(a) Intransit shipments through the
United States to or from Canada, or
intransit shipments through Canada
from the United States;

(b) [Reserved)

(c) Nuclear weapons strategic deliv-
ery systems and all sapecifically de-
signed components parts, accessories,
attachments, and associated equip-
ment therefor;

(d) Nuclear weapons design a.d test
equipment as defined in Category
XVI,;

(e} Naval nuclear propulsion equip-
ment as defined in Category VI(e);

(f) Aircraft as defined in Category
VIII(a);

(g) Submersible and oceanographic
vessels and related articles as defined
in Category XX(a) through (d).

Norx: The exemption from obtaining

export licenses for certain equipment on the
U.S. Munitions List destined for Canada
shall not exempt shippers from filing Ship-
per's Export Declarations as reguired by
$123.53.
[Dept. Reg. 108.650, 34 FR 12032, July 17,
1969, as amended by Dept. Reg. 108.630, 3%
FR 19994, Dec. 31, 1970; Dept. Reg. 108.646,
36 FR 20940, Nov. 2, 1971]

§123.13 Shipments between U.S. posses-
sions and the Panama Canal Zone.

Export licenses shall not be required
for shipments of equipment on the
U.8. Munitions List between the
United States, U.S. possessions, and
the Panama Canal Zone. Licenses,
however, are required for shipments
between these areas and foreign coun-
tries.
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§123.14 Domestic aircraft shipments via
foreign ports.

A license is not required for airborne
shipments of arms, ammunition, and
implements of war being transported
from one port in the United States to
another U.S. port via a foreign coun-
try. In lieu thereof, a statement is re-
quired of the pilot (see § 123.56).

§123.15 Import certificate/delivery verifi-
cation procedure.

(1C/DC) General. The United States
and a number of foreign countries
have agreed on & procedure designed
to assure that certain commodities im-
ported into their territories will not be
diverted, transshipped, or reexported
to another destination except in ac-
cordance with export control regula-
tions of the importing country. The
procedure covered by such agreement
is known as the Import-Certificate/
Delivery Verification Procedure (IC/
DV) and may be invoked with respect
ﬁs :quipment on the U.S. Munitions
(a) Zzports. As a supplement to
normal control procedures, the De-
partment may utilize the IC/DV pro-
cedure on proposed exports of Muni-
tions List equipment to nongovern-
ment entities in the following coun-
tries: Austria, Belgium, Denmark,
France, Federal Republic of C:ermany,
Greece, Hong Kong, Italy, Japan, Lux-
embourg, the Netherlands, Norway,
Portugal, Turkey, and the United
Kingdom. In each case in which the
Department invokes the 1C/DV proce-
dure, U.S. exporters will be required to
submit, in addition to an export li-
cense application (s completed form
DSP-5), the original Import Certifi-
cate authenticated by the government
of the importing country. This docu-
ment will serve as evidence that the
foreign importer has complied with
the import regulations of the govern-
ment of the importing country and
that he has declared his intentions not
to divert, transship or reexport the
material described therein without
prior approval of that government.
After delivery of the commodities to
the foreign consignee, the Department
may also require U.S. exporters to fur-
nish documentation (Delivery Verifi-
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cation) from the government of the
importing country attesting to the de-
livery in accordance with the terms of
the approved export license. Both the
Import Certificate and the Delivery
Verification will be obtained and fur-
nished to the U.S. exporter by the for-
eign importer.

(b) Triangular transaction. When a
transaction involves three or more
countries which have adopted the IC/
DV procedure, governments of these
countries may stamp a triangular
symbol on the “Import Certificate.”
This symbol is usually placed on the
“Import Certificate” when the appli-
cant for the “Import Certificate” (the
importer) has stated either (1) he is
uncertain whether the items covered
by the “Import Certificate’” will be im-
ported Into the country Issuing the
“Import Certifieate”; (2) that he
knows that the items will not be im-
ported into the country issuing the
“Import Certificate”; or (3} that, if the
items are to be imported into the
country issuing the “Import Certifi-
cate,” they will subsequently be reex-
ported to another destination. Conse-
quently, it is possible that the ulti-
mate consignee and the country of ul-
timate destination will not coincide
with that of the importer. All parties,
including the ultimate consignee in
the true country of ultimate destina-
tion will be shown on the completed
“Import Certificate.”

§123.16 Approval of proposals to sell sig-
nificant combat equipment.

(a) The approval of the Department
of State is required as a condition pre-
cedent to any proposal or presentation
designed to constitute a basis for a de-
cision to purchase, either through
commercial or Foreign Military Sales
procedures, made to any foreign gov-
ernment or foreign national if:

(1) The subject of the proposal or
presentation s significant combat
equipment on the United States Muni-
tions List to be s0ld under a contract
for $7,000,000 or more; and

{2) The equipment is intended for
use by the armed forces of a foreign
country, and

(3) The sale of the equipment would
involve the export from the United
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States of any item on the United
States Munitions List or of any technti-
cal data relating to an item on the
United States Munitions List.

(b) A “proposal or presentation de-
signed to constitute a basis for a deci-
sion to purchase’” means the communi-
cation of information In sufficient
detall that the person communicating
that information knew or should have
known that it would permit an intend-
ed purchaser to decide to acquire the
particular significant combat equip-
ment in question. For example, a pres-
entation which described the equip-
ment’'s performance characteristics,
price, and probaltle availability for de-
livery would require prior approval in
any case where the three criteria spec-
ified in paragraph (a) of this section
were met. By contrast, advertising or
other reporting in a publication of
general circulation, preliminary dis-
cussions to ascertain market potential
or merely calling attention to the fact
that a company manufactures a par-
ticular item of significant combat
equipment would not require prior ap-
proval.

(cX1l) Every application for an
export license to implement a sale
which meets the three criteria speci-
fied in paragraph (a) of this section
must be accompanied by a statement
from the applicant which either:

(i) Refers to & specific approval pre-
viously granted with respect to the
transaction; or

(il) Certifies that no proposal or
presentation requiring prior approval
has been made.

(2) The Department of State may re-
quire a similar statement from the
Foreign Military Sales contractor con-
cerned in any case where the United
States Government receives a request
for a letter of offer for a sale which
meets the three criteria specified in
subsection (a) of this section.

{(d) The requirement of this section
for prior approval is met by any of the
following:

(1} A written statement approving
the proposed sale or approving the
making of a proposed or presentation.

(2) A license for the export of tech-
nical data relating to the proposal sale
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to the country concerned issued under
§§ 125.04 or 125.05.

(3) A temporary export license relat-
ing to the proposed sale for a demon-
station to the armed forces of the
country of export issued under
$ 123.55.

(e) In addition to other remedies and
penalties prescribed by law or this sub-
chapter, a failure to obtain the ap-
proval required by paragraph (a) of
this section may be considered to be a
reason for disapproval of a license ap-
p}ifcation or request for a letter of
offer.

[Dept. Reg. 108,743, 42 FR 41632, Aug. 18,
1977}

EXEMPTIONS

§123.30 Obsolete small arms.

District directors of customs are au-
thorized to permit the export, without
a license, of firearms covered by Cate-
gory I (a) and (e) of the U.S. Muni-
tions List, which were manufactured
prior to 1898, on presentation of satis-
factory evidence of age.

§123.31 Arms and ammunition for per-
sonal use.

(a) Subject to § 126.01, district direc-
tors of customs are authorized to
permit a United States Citizen or a
permanent resident of the United
States, after declaration by the indi-
vidual and inspection by a customs of-
ficer, to export temporarily from the
United States without a license not
more than three non-automatic fire-
arms and not more than 1,000 car-
tridges therefor. The firearms and ac-
companying ammunition must be with
the individuals baggage or effects,
whether accompanied or unaccompan-
ied (but not mailed), and are intended
exclusively for that person's use for le-
gitimate hunting or lawful shorting
purposes, scientific purposes, or per-
sonal protection and not for resale. Ac-
cordingly this exemption does not
apply to firears being exported perma-
nently from the United Stafes. This
exemption also extends to one tear gas
guns or other type hand dispensers
and not more than 25 tear gas car-
tridges therefor. The foregoing ex-
emption is not applicable (1) to crew-
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members of vessels or aircraft unless
they personally declare the firearms
to a customs officer upon each depar-
ture from the United States, and de-
clare the intention to return them on
each return to the United States, and
(2) to the personnel referred to In
§123.32.

(b) District directors of customs are
authorized to permit a nonresident of
the United States to expost such fire-
arms and ammunition as the nonresi-
dent brought into the United States
under the provisions of 27 CFR
178.115 (d), which specifically excludes
from the definitlon of importation,
the bringing into the United States of
firearms and ammunition by certain
nonresidents for specified purposes.

(c) Subject to the provisions of
§ 126.01 of this subchapter, district di-
rectors of customs are suthorized to
permit United States Citizens and per-
sons permanently resident in the
United States to export ammunition
for firearms, without a Hcense, pro-
vided the quantity does not exceed
1,000 cartridges (or rounds) in any
shipment, and the ammaunition is for
their personal use and not fore resale.
The foregoing exemption is not appli-
cable to the personnel referred to in
$123.32.

{Dept. Reg. 108.742, 42 FR 39104, Aug. 2,
1877}

§123.32 Arms for personsl use of mem-
bers of the Armed Forces and civilian
employees of the U.S. Gevernment.

The {following exemptions shall
apply to uniformed personnel of the
U.S. Armed Forces and U.S. civilian
employees of the U.S. Government
(both referred to hereimafter as “per-
sonnel”) who are assigned abroad for
extended duty. These exemptions do
nolt apply to dependents of the person-
nel.

(a) Firearms. Distrit directors of
customs are authorized to permit Cat-
egory I(a) firearms and parts for such
weapons to leave (but mot be mailed
from) the United States without a li-
cense provided: (1) They are consigned
to servicemen's clubs, sbroad for uni-
formed members of the U.S. Armed
Forces, (2) in the case of uniformed
members of the U.S. Armed Forces
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and civilian employees of the Depart-
ment of Defense, they are consigned
to the personnel, for their personal
use and not for resale, if the firearms
are accompanied by & written authori-
zation from the commanding officer;
or (3) in the case of other U.S. Govern-
ment employees, they are consigned to
such personnel for their personal use
and not for resale, and the Chief of
the U.8. Diplomatic Mission, or his
designee, in the country of destina-
tion, has approved in writing to the
Department of State the bringing of
specific types and quantities of fire-
arms into that country.

(b) Ammunition. District directors
of customs are authorized to permit
not more than 1,000 cartridges (or
rounds) of ammunition for the fire-
arms in paragraph (a) of this section
to be exported (but not mailed) from
the United States without a license
when the firearms are on the person
of the owner or with his baggage or ef-
fects, whether accompanied or unac-
companied (but not mailed).

§$123.33 Sample shipments.

Subject to the provisions of § 126.01
of this subchapter, district directors of
customs are authorized to permit a
total of not more than three rifles,
carbines (excluding automatic and se-
miautomatic models), revolvers, and
pistols to be exported without s Ii-
cense, provided the articles in Qquestion
are not for sale and will be returned to
the original shipper. Customs suthori-
ties may also permit the export of
sample firearms without a license
when they are being returned to their
original owner abroad.

§ 123.34 Minor components.

Subject to the provisions of §126.01
of this subchapter district directors of
customs are suthorized to permit the
export without a license of compo-
nents and parts for Category I(a) fire-
arms, except barrels, cylinders, receiv-
ers (frames), or complete breech mech-
anisms, when the total value does not
exceed $100 wholesale in any single
transaction.
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§123.35 Border shipments and shipments
transiting the Panama Canal.

Shipments originating in Canada or
Mexico which incidentally transit the
United States en route to a delivery
point in the country of origin are
exempt from the requirement of an in.
transit license. Vessels transiting the
Panams Canal without off-loading
cargo are exempt from the require-
ment of an intransit license.

§123.37 Propellants and explosives.

Subject to the provisions of §126.01
of this subchapter, district directors of
customs are authorized to permit the
export, without a license in any single
transaction, of not more than 2§
pounds of propellants and explosives
for nonexplosive uses, such as for
medical uses and laboratory tests.
Such shipments must be clearly
marked as to content and must not in-
clude any materials bearing a military
security classification.

$123.38 Nuclear materials.

To the extent that equipment, the
export of which is controlled by the
Atomic Energy Commission under the
Atomic Energy Act of 1954, as amend-
ed, is coextensive with equipment in
Category VI(e). Category XVI, and
Category XVIII, the provisions of this
subchapter shall not apply.

PROCEDURES

$123.50 Applications for licenses.

Applications for licenses for the
export of arms, ammunition, and im-
plements of war shall be made as fol-
lows (on forms dated not earlier than
1968) to the Office of Munitions Con-
trol, Department of State, Washing-
ton, D.C. 20520:

(a) Applications for export licenses
shall be made on Form DSP-8.

{b) Applics.tions for intransit licenses
shall be made on Form DSP-61.

(¢) Applicetions for temporary
export licenses shall be made on Form
D8P-173.

*The procedures governing the export of
classified information and equipment are
set forth in Part 125 of this subchapter.
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§123.51 Renewal and disposition of li-
censes.

(a) If any lcensed commodities are
not shipped within the period author-
ized in the license, a new application
for another license shall be submitted
therefo:. The new application shall
refer to the lapsed license and shall
no. include any commodities other
than the unshipped balance of the
lapsed license.

(b} Unused, expired, suspended,
amended, or revoked licenses shall be
returned immediately to the Depart-
ment of State.

§123.52 Ports of exit or entry.

An application for a license shall
state the proposed port or ports of
exit from, and if applicable, entry into,
the United States. If, after the issu-
ance of the license, there will be any
change of the port or ports originally
stated in the application, the Office of
Munitions Control shall be notified
immediately by letter of such pro-
posed change, and a copy shall be sent
to the district director of customs at
the new port.

$123.53 Filing of export and intransit li-
censes, and shipper's export declara-
tions, with district directors of cus-
toms.

(a) Prior to the actual shipment of
any arms, ammunition and imple-
ments of war on the U.S. Munitions
List, the license issued therefor shall
be filed with the district director of
customs at the port where the ship-
ment is made, except for exports by
mail (see § 123.54). A person holding a
valid license may file it at one port
and if necessary make shipment at an-
other port provided the procedural re-
quirements of the Bureau of Customs
are followed. A Shipper's Export Dec-
laration (U.S. Department of Com-
merce Form 7525-V) shall also be filed
with, and be authenticated by, the dis-
trict director of customs before the
arms, ammunition, and implements of
war are actually shipped for export.
The district director of customs shall
endorse each license €@ show the ship-
ments made. Licenses shall be re-
turned by the district director of cus-
toms to the Office of Munitions Con-
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trol, Department of State, upon expl-
ration of the dates stated thereon, or
upon the completion of the shipments,
whichever first occurs. (3f in particu-
lar circumstances an export license is
not required—e.g.. certain equipment
destined for Canada—a Shipper's
Export Declaration is nevertheless re-
quired to be filed with a U.S. customs
officer. Such declaration shall certify
that the proposed export is covered bv
a relevant section of these regulations.
Certification shall be made by anno-
tating the declaration “22 CFR Part
123 * * ¢ applicable”, identifying the
section under which an exemption is
claimed. A copy of each such declara-
tion shall be msiled immediately by
the shipper to the Office of Munitions
Control, Department of State, Wash-
ington, D.C. 20520.)

(b) District directors of customs are
authorized to permit the shipment of
arms, ammunition, and implements of
war on the U.S. Munitions List identi-
fied on any license when the total
value of the shipment does not exceed
10 percent of the aggregate value (not
quantity) stated in the license.

(Dept. Reg. 108.605, 34 FR 12032, July 17,
1969, as amended by Dept. Reg. 108.646, 36
FR 20940, Nov. 2, 1971]

$123.54 Shipments by mail.

Export licenses for U.8. Munitions
List equipment being sent abroad by
mail shall be filed with the postmaster
at the post office where the equip-
ment is mailed. A Shipper's Export
Declaration (U.S. Department of Com-
merce Form 7525-V) shall also be filed
with, and be authenticated by, the
postmaster before the equipment is ac-
tually sent. The postmaster shall en-
dorse each license to show the ship-
ments made. Licenses shall be re-
turned by the postmaster to the De-
partment of State upon expiration of
the dates stated thereon or upon com-
pletion of the mailings, whichever first
occurs.

§123.55 Temporary exports.

(a) A License for Temporary Export
of unclassified U:S. Munitions List
equipment (not technical data) shall
be obtained from the Department of
State, on Forms DSP-73 when such

79




APPENDIX IV

Chapter I—Department of State

arms, ammunition, and implements of
war will be sent temporarily abroad
for brief periods and will be returned
to the United States in the same con-
dition.

(b) Equipment authorized for tempo-
rary export under License for Tempor-
arv Export shall be shipped only from
a port in the United States where a
district director of customs is availa-
ble. The License for Temporary
Export shall be presented to the dis-
trict director of customs who, upon
verification, shall endorse the exit
column on the reverse side of the Ii-
cense. The endorsed License for Tem-
porary Export shall be retained by the
licensee. In the case of a military air-
craft or vessel the endorsed license
ghall be carried on board such vessel
or aircraft as evidence that it has been
duly authorized by the Department of
State to leave the United States tem-
porarily.

(¢} Upon the return to the United
States of equipment covered by a Li-
cense for Temporary Export, the li-
cense shall be endorsed in the entry
column by the district director of cus-
toms. The licensee shall transmit the
used license immediately to the Office
of Munitions Control, Department of
State.

(d) The Department of State may
permit & series of temporary exports
of aircraft and vessels on the U.S, Mu-
nitions List under a single License for
Temporary Export. Full details re-
garding such transactions shall be sub-
mitted to the Department on Form
DSP-13, supplemented If necessary by
a covering letter. Such series of tempo-
rary exports shall usually be for a
period not exceeding 6 months. The
district director of customs shall en-
dorse the License for Temporary
Export upon each exit from, and
reentry into, the United States. On
the final return, the licensee shall
transmit the used license immediately
to the Office of Munitions Control,
Department of State.

(e) All unused Licenses for Tempo-
rary Export shall be returned to the
Office of Munitions Control, Depart-
ment of State, prior to, or immediately
after, the expiration of the suthorized
dates stated thereon.
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(f) Owners of arms, ammunition, and
implements of war on the U.S. Muni-
tions List exported under Licenses for
Temporary Export shall be respons-
ble for the acts of their employees,
agents, and all authorized persons to
whom possession has been entrusted
regarding the operation, use, posses-
sion, transportation, and handling of
such arms, ammunition, and imple-
ments of war abroad. All transferees
abroad obtaining temporary custody
of such arms, ammunition, and imple-
ments of war, directly or indirectly,
and irrespective of the number of in-
termediate transfers, shall be bound
by the regulations of this subchapter
in the same manner and to same
extent as the original owner-transfes-
or.

(g) Failure to return immediately &
used or a lapsed unused License for
Temporary Export to the Office of
Munitions Control, Department of
State, shall constitute an offense pun-
ishable under the provisions of Part
127 of this subchapter.

(h) Extensions of Licenses for Tem-
porary Export shall be made to the
Office of Munitions Control, Depart-
ment of State, on new application
forms (DSP-73), which shall state,
Inter alia, the port of departure stated
in the original application and the
name of the new port of departure if
different.

§123.56 Domestic aircraft shipments via s
foreign country.

When airborne shipments of arms,
ammunition, and implements of war
on the U.S. Munitions List are to be
transported from one location in the
United States to another location in
the United States via a foreign coun-
try, the pilot of the aircraft shall filea
written statement with the distriet di-
rector of customs at the port of exit in
the United States. The original state-
ment shall be filed at the time of exit
with the district director of customs. A
duplicate of the statement shall also
be filed with the district director of
customs at the port of reentry, who
shall duly endorse it and transmit it to
the district director of customs at the
port of exit. The statement shall be as
follows:
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BTATEMENT

DOMESTIC SHIPMENTS VIA A FOREIGN COUNIRY
OF ARMS, AMMUNITION, AND IMPLEMENTS OF
WAR ON THE U.8. MUNIYIONS LIST

Under the penalty according to Federal
law, the undersigned certifies and warrants
that all the facts in this document are true
and correct, and that the equipment listed
below are being shipped from ————u-—
(U.B. port of exit) via
(foreign country) to ———e——e———— (U.8.
port of entry), which is the final destination
in the United States.

Description of

Amount equipment Value

Signed
Endorsement: Customs Inspector
Port of exit
Date: -
Endorsement: Customs Inspector
Port of entry
Date:

PART 124—MANUFACTURING LI-
CENSE AND TECHNICAL ASSIST-
ANCE AGREEMENTS

Sec.

124.01 Manufacturing license and technical
assistance agreements.

124.02 Export of technical data in further-
ance of an agreement.

124.03 Deposit of coples of signed agree-
ments with the Department of State.
124.04 Termination of manufacturing li-

cense and technical assistance agree-
ments.
124.05 Proposed agreements not concluded.
124.06 Approval of proposals for the tech-
nical assistance and manufacturing -
cense agreements.

PRoOCEDURES

124.10 Required information
ments. )

124.11 Regquired information in letters of
transmittal.

124.12 Agreement disapproval and revoca-
tion, Suspension of amendment of ap-
proval.

in agree-

EXEMPTIONS
124.20 Offshore procurement.

AUTHORITY: Sec. 414, as amended, 88 Stat,
848, 22 U.S.C. 1934; secs. 101 and 105, E.O.
108173, 26 FR 10469, sec. 8, Departmental
Delegation of Authority No. 104, 26 FR
10608, as amended, 27 FR 9925, 28 FR 7231;
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Redelegation of Authority No. 104-3-A, 28
FR 7231.

8ource: Dept. Reg. 108.605, 34 FR 12036,
July 17, 1969, unless otherwise noted.

§124.01 Manufacturing license and tech-
nical assistance agreements.

Proposed agreements and proposed
amendments to existing agreements
between persons in the United States
and persons in foreign countries, pri-
vate or governmental, for () the man-
ufacture abroad (ie., whereby an
American person grants a foreign
person a legal right or license to man-
ufacture abroad) or (b) the furnishing
abroad of technicsal assistance (i.e., the
performance of functions and/or the
conveyance of information involving
the disclosure of technical data, as op-
posed to granting a right or license to
manufacture) relating to arms, ammu-
nition, and implements of war on the
U.S. Munitions List, shall be submit-
ted by letter to the Office of Muni-
tions Control, Department of State,
for approval from the standpoint of
world peace, U.S, foreign policy and
the security of the United States. Pro-
posed agreements (or amendments
thereto) shall not take effect until De-
partment of State approval has been
obtained. (Sales representation agree-
ments are not subject to Department
of State approval.)

[Dept. Reg. 108.630, 35 FR 19994, Dec. 31,
1970)

§124.02 Export of techaical data in fur-
therance of an agreement.

(a) District directors of customs or
postal authorities may permit the
export without a license of unclassi-
fied technical data, in furtherance of a
manufacturing license or technical as-
sistance agreement covering arms, am-
munition, and implements of war on
the U.S. Munitions List which has
been approved in writing by the De-
partment of State, unless the unclassi-
fied technical data exceed the techni-
cal and/or product limitations ap-
proved in the relevant agreement. The
U.S. party to the agreement shall cer-
tify that the unclassif'ed technical
datas to be exported comply with the
limitations imposed in this subseétion.
Department of Stiate approval shall be
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additionally obtained for the export of
any portion of the unclassified techni-
cal data which may exceed such limi-
tations.

(b) The export of classified informa-
tion in furtherance of an approved
manufacturing license or technical as-
sitance agreement which provides for
the transmittal of classified informa-
tion shall not require further Depart-
ment of State approval provided:

(1) The U.S. party certifies to the
Department of Defense transmittal
authority that the classified informa-
tion does not exceed the technical
and/or product limitations in the
agreement approved by the Depart-
ment of State, and

(2) The U.S. party complies with the
requirements of the Department of
Defense Industrial Security Manual
concerning the transmission of such
classified information, and any other
requirements of cognizant U.S. depart-
ments or agencles.

$124.03 Deposit of copies of signed agree-
ments with the Department of State.

U.S. parties to manufacturing li-
cense and technical assistance agree-
ments shall, within 30 days after their
signature and entry into force, file
with the Office of Munitions Control,
Department of State, one copy of all
such agreements concluded with the
foreign partles.

§124.04 Termination of manufacturing li-
cense and technical assistance agree-
ments.

U.8. parties to manufacturing li-
cense and technical assistance agree-
ments shall inform the Office of Mu-
nitions Control, Department of State,
in writing not less than 60 days prior
to the expiration date of any such ap-
proved agreement of the impending
termination of that agreement.

$124.05 Proposed agreements not con-
cluded.

Proposed agreements that have been
approved by the Department of State,
with or w:thout provisos, but not final-
ly concluded with foreign parties for
any reason whatsoever, shall be
brought to the attention of the Office
of Munitions Controi, Department of
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State, within 60 days following a deci-
sion not to conclude the agreements.

§124.06 Approval of proposals for techni-
cal assistance and manufacturing li-
cense agreements.

(a) The approval of the Department
of State is required as a condition pre-
cedent to any proposal or presentation
designed to constitute a basis for a de-
cision to purchase, either through
commercial or Foreign Military Sales
procedures, made to any foreign gov-
ernment or foreign national if:

(1) The subject of the proposal or
presentation is a technical assistance
or manufacturing license agreement
for the producticn or assembly of sig-
nificant combat equipment on the
United States Munitions List; and

(2) The equipment is intended for
use by the armed forces of a foreign
country; and

(3) The technical assistance or man-
ufacturing license agreement would in-
volve the export from the United
States of any item on the United
States Munitions List or of technical
data relating to an item on the United
States Munitions List.

(b) A “proposal or presentation des-
ignated to constitute a basis for a deci-
sion to purchase’ means the communi-
cation of information in sufficient
detail that the person communicating
that information knew or should have
known that it would permit an intend-
ed purchaser to decide to enter into
the proposed technical assistance or
manufacturing license agreement. For
example, a presentation which de-
scribed the price and probable sched-
ule for performance would require
prior approval in any case where the
three criteria specified in paragraph
(a) of this section were met. By con-
trast, advertising or other reporting in
a publication of general circulation,
preliminary discussions to ascertain
market potential or merely calling at-
tention to the fact that a company
manufactures & particular item of sig-
nificant combat egquipment would not
require prior approval,

(¢)X1) Every request for an approval
of a technical assistance or manufac-
turing license agreement which meets
the three criteria specified in para-
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graph (a) of this section must be ac-
companied by a statement from the
applicant which either:

(1) Refers to a specific approval pre-
viously granted with respect to the
transaction; or

(i) Certifies that no proposal or
presentation requiring prior approval
has been made.

(2) The Department of State may re-
quire a similar statement from the
Foreign Military Sales contractor con-
cerned in any case where the United

States Government recejves a request,

for a letter of offer for a sale which
meets the three criteria specitied in
subsection (a) of this section.

(d) The requirements of this section
for prior approval is met by any of the
following:

(1) A written statement approving
the proposed agreement or approving
the making of a proposal or presenta-
tion relating to the proposed agree-
ment.

(2) A license for the export of tech-
nical data to the country concerned
issued under §§125.04 or 125.05 and
specifying its relation to a technical
assistance or manufacturing license
agreement.

(3) A temporary export license relat-
ing to the proposed sgreement for a
demonstration to the armed forces of
the country of export issued under
§ 123.04 and specifying its relation to a
technical assistance or manufacturing
license agreement. .

(e) In addition to other remedies and
penalties prescribed by law or this sub-
chapter, & failure to obtain the ap-
proval required by paragraph (a) of
this section may be considered to be a
reason for disapproval of a proposed
technical assistance or manufacturing
hicense agreement.

(Sec. 38, as amended, 90 Stat. 744 (22 US.C.
2718), E.Q. 11958, 42 FR 4311.)

(Dept. Reg. 108.743, 42 FR 41633, Aug. 18,
18771

PROCEDURES

§124.10 Required information in agree-
ments.
Proposed manufacturing license and
technical assfstance agreements (and
amendments thereto) shall be submit-
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ted in five coples to the Department of
State for approval. (Such agreements
shall not become effective until the
Department’s approval has been ob-
tained.) The proposed agreements
shall contain, inter alia, all of the fol-
lowing information and statements in
terms as precise as possible, or the
transmittal letter (see §124.11) shall
state the reasons for their omission or
variation:

(a) The equipment and technology
Involved as described by military no-
menclature, contract number, Federal
stock number, nameplate data, or
other specific information.

(b) A detailed description of the as-
gistance and information to be fur-
nished and the manufacturing rights
to be granted, if any.

(¢) The duration of the proposed
agreement.

(d) A statement that reads as fol-
lows: “This agreement shall not
become effective without the prior ap-
proval of the Department of State of
the U.S. Government.”

(e) A statement that reads as fol-
Jlows: “This agreement is subject to all
the laws and regulations, and other
administrative acts, now or hereafter
in effect, of the U.S. Government and
its departments and agencies.”

(f) A statement that reads as follows:
“The parties to this agreement declare
that the obligations contained in this
agreement shall not affect the per-
formance of any obligations created by
prior contracts or subcontracts which
the parties may have individually or
collectively with the U.S. Government
or its departments and agencles.”

(g) A statement that reads as fol-
lows: “Any use of tooling and facilities
which the U.S. Government owns or to
which it has the right to acquire title
must be authorized by the U.S. Gov-
ernment contracting officer.”

(h) A statement that reads as fol-
lows: “No liability shall be incurred by
or attributed to the U.S. Government
in connection with any possibie in-
fringements of privately owned patent
or proprietary rights, either domestic
or foreign, by reason of the U.S. Gov-
ernment’s approval of this agrees-
ment.” '
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(i) A statement that reads as follows:
“The article to be produced under li-
cense, including technical data per-
taining thereto” (or in the case of a
technical assistance agreement only:
“The technical data pertaining to the
article(s) to be produced™) ‘‘are not au-
thorized to be directly or indirectly
sold, leased, released, assigned, trans-
ferred, conveyed, or in any manner
disposed of in or to Albania, Bulgaria,
Communist China, Cuba, Czechoslova-
kia, East Germany, Estonia, Hungary,
Latvia, Lithuania, North Korea, Outer
Mongolia, Poland, Romania, Union of
Soviet Socialist Republics, any of the
area of Vietnam which Is under de
facto Communist control, and any
other area which is determined by the
Department of State to be under Com-
munist control.”

(j) [Reserved]

(k) Specific ldentification of the
countries or areas in which manufac-
turing, production, processing, sale, or
other form of transfer is to be li-
censed.

(1) [Reserved]

(m) (1) With respect to all manufac-
turing license agreements, a statement
that reads as follows: “No export, sale,
transfer, or other disposition of the li-
censed articte is authorized to any
country outside the territory wherein
manufacture or sale is herein licensed
without the prior written approval of
the U.S, Government.”

(2) With respect to manufacturing li-
cense agreements for significant
combat equipment, the Department
may require that the prospective for-
eign licensee furnish an “Nth Country
Control Statement” (Form DSP-83a)
to the Office of Munitions Control.
The Nth Country Control Statement
shall provide that the licensee agrees
to ensure that any contract or other
transfer arrangement with a recipient
of the licensed article in any country
within the licensed sales territory will
include the following provision:

(n} A statement that reads as fol-
lows:

(1) It is agreed that sales under contracts
made with funds derived through the Mili-
tary Assistance Program or otherwise
through the U.S. Government will not in-
clude »ither (i) charges for patent rights in
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which the U.8. Government holds a royalty-
free license, or (ii) charges for data which
the U.S. Government has a right to use and
disclose to others, which are in the public
domain, or which the U.8. Government has
acquired or Is entitled to acquire without re-
strictions upon their use and disclosure to
others.

(2) If the U.8. Government is obligated or
becomes obligated to pay licensor royalties,
fees, or other charges for the use of techni-
cal data or patents which are involved in
the manufacture, use, or sale of any licensed
item, any royalties, fees or other charges In
connection with purchases of such licensed
ftem from licensee or its sublicensees with
funds derived through the Military Assist-
ance Program or otherwise through the U8,
Government shall not exceed the total
amount the U.8. Giovernment would have
been obligated to pay the licensor.

(3) If the U.8. Government has made fi-
nancial or other contributions to the design
and development of any licensed item, any
charges for technical assistance or know
how relating to the item in connection with
purchases of such items with funds derived
through the Military Assistance Program or
otherwise through the U.S. Government
shall be proportionately reduced to reflect
the U.S. Government contributions and,
subject to the provisions of paragraph (2)
above, no other royalties, fees or other
charges will be assessed against U.8. Gov-
ernment funded purchases of such item.
However, charges may be made for reason-
able reproduction, handling, mailing. or sim-
flar administrative costs incident to the fur-
nishing of such data.

Note: Manufacturing license agreements
shall contain all of the information and
statements in §124.10 (a) through (n) (3)
technical assistance agreements shall con-
tain all of the information snd statements
in §124.10 (a) through (1). SBee §124.01 to
distinguish between types of agreements.

(Dept. Reg. 108.605, 34 FR 12036, July 11.
1969, as amended by Dept. Reg. 108.646, 36
FR 20940, Nov. 2, 1971; Dept. Reg. 108.648,
36 FR 22741, Nov. 30, 1971; Dept. Reg.
108.650, 36 FR 24800, Dec. 23, 1971; Dept.
Reg. 108.733, 42 FR 16617, Mar. 29, 1977

§124.11 Required information in letters of
transmittal.

An application for approval of a
manufacturing license or technical as-
sistance agreement with a foreign
person by the Department of State
shall be accompanied by an explana-
tory letter, in original and four copies,
containing the following:
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(a) A statement giving the appli-
cant’'s Munitions Control registration
number.

(b) A statement identifying any U.S.
Government contract under which the
equipment or technical data was gen-
erated, improved, or developed and
supplied to the U.8. Government, and
whether the equipment or technical
data was derived from any bid or other
proposal to the U.S. Government.

(c) A statement giving the military
security classification of the equip-
ment or technical data.

(d) A statement reading as follows:
“If the agreement i{s approved by the
Department of State, such approval
will not be construed by......... as pass-
ing on the legality of the agreement
from the standpoint of antitrust laws
or other applicable statutes, nor
will......... construe the Department’s
approval as constituting either approv-
al or disapproval of any of th> busi-
ness terms or conditions between the
parties to the agreement.”

(e) A statement Iidentifying any
patent applications which disclose any
of the subject matter of the equip-
ment or technical data covered by se-
crecy orders issued by the U.S. Patent
Office.

(f) A statement that reads as follows:
“The......... will not permit the proposed
agreement to enter into force until it
has been approved by the Department
of State.”

(g) A statement reading as follows:
“Within 30 days the......... will furnish
the Department of State with one
copy of the signed agreement (or
amendment) as finally concluded; will
advise the Department of its termina-
tion not less than 60 days prior to ex-
piration, including information on the
continuation of any rights or flow of
technical data to the foreign party;
and if a decision is made not to con-
clude the proposed agreement, will so
advise the Department within 60
days."”

{Dept. Reg. 108.605, 34 FR 12036, July 17,

1969, as amended by Dept. Reg. 108.646, 36
FR 20941, Nov. 2, 1971)
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§124.12 Agreement disapproval and revo-
cation, suspension of amendment of
approval.

(a) A manufacturing license or tech-
nical assistance agreement may be dis-
approved, and a previously granted ap-
proval of such an agreement may be
revoked, suspended or amended by the
Department of State without prior
notice whenever the Department
deems such action to be advisable in
furtherance of (1) World peace; (2)
The security of the United States; (3)
The foreign policy of the United
States; (4) Whenever the Department
of State believes that 22 U.S.C. 2778 or
any regulation contained in this sub-
chapter, has been violated; or (5)
Whenever a party to the agreement
has been debarred under §127.07 of
this chapter or suspended under
§ 127.08 of this chapter or whenever an
order of debarment or suspension has
been made applicable to such a party
under §127.09 of this chapter, or
whenever a person who has been de-
barred or suspended has a significant
interest in the transaction.

(b) Whenever an agreement is disap-
proved or a previously granted approv-
al of an agreement i{s revoked, sus-
pended, or amended, the U.S. party
will be advised promptly in writing, of
the Department's decision. The rea-
sons therefor will be stated as specifi-
cally as security and foreign relations
considerations permit.

(c) If written request is made within
30 days after service of an adverse de-
cision by the Department of State, the
U.S. party will be accorded an oppor-
tunity to present additional informa-
tion and the case will be reviewed by
the Department of State.

{Dept. Reg. 108.744, 42 FR 42852, Aug. 25,
1977)

EXEMPTIONS

§124.28 Offshore procurement.

Notwithstanding the other provi-
sions in this Part 124, a person in the
United States may conclude manufac-
turing arrangements for U.S. Muni-
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tions List equipment in a foreign coun-
try without prior Department of State
approval provided:

(a) The arrangement calls for deliv-
ery of equipment only for use of the
person in the United Stales or an
agency of the U.S. Department of De-
fense;

(b) The technical data of U.8S. origin
to be used in the forelgn manufacture
is unclassified, and has been licensed
for export by the Department of State
or is subject to one of the exemptions
in §§125.10, 125.11, or 125.12 of this
subchapter;

(¢) The foreign manufacture is pur-
suant to a contract or purchase order
between a person in the United States
and a foreign person for delivery of
equipment only to the person in the
United States or to an agency of the
U.S. Government anywhere in the
world;

(d) The contract or purchase order
between a person in the United States
and a foreign person:

(1) Limits the use of the technical
data to that required by the contract
or purchase order;

(2) Prohibits the disclosure of the
data to any other person except duly
qualified subcontractors for the equip-
ment within the same country;

(3) Prohibits the acquisition of any
rights in the data by any foreign
person without the approval of the
Deparment of State; and

(4) Provides that any subcontracts
between foreign persons in the ap-
proved country for manufacture of
equipment for delivery pursuant to
the contract or purchase order contain
&)l the limitations of this paragraph
(d); and

(e) The person in the United States
provides the Office of Munitions Con-
trol, Department of State, with a copy
of each subcontract (or Purchase
Order) for offshore procurement at
the time it is accepted by both per-
sons. Each such subcontract or pur-
chase order must clearly identify the
article to be produced.

[Dept. Reg. 108.846, 36 FR 20841, Nov. 2,
1871]
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PART 125-—-UNCLASSIFIED TECHNI-
CAL DATA AND CLASSIFIED IN-
FORMATION (DATA AND EQUIP-
MENT)

Sec.
125.01
125.02

Technical Data.

Classified information.

125.03 Export of technical data.

125.34 Export of unclassified technical
ata.

125.05 Export of classified information
(data and equipment).

EXEMPTIONS

125.10 Shipments by UBS. Government
agencies.

125.11 General exemptlons.

125.12 Canadian shipments.

125.13 Data on nuclear materials.

Procepunes

125.20 Export of unclassified technical

ata.

125.21 Export of classified Information
(data and equipment).

125.22 Certification requirements.

125.23 Filing of licenses for export of un-
classified technical data.

125.24 Filing of licenses for export of clas-
sified information (data and equipment).

AUTHORITY: Sec. 414, as amended, 68 Stat.
848; 22 U.8.C. 1934; secs. 101 and 105, E.O.
10973, 26 FR 10409; sec. 6, Departmental
Delegation of Authority No. 104, 26 FR
10608, as amended, 27 FR 9925, 28 FR 7231,
and Redelegation of Authority No. 104-3-A,
28 FR 7231.

8oURce: Dept. Reg. 108.605, 34 FR 12031,
July 17, 1969, unless otherwise noted.

Notx: Export licenses for technical data
may be denied, revoked, suspended, or
amended by the Department of State. (See
§123.05 of this subchapter.)

§125.01 Technical data.

As used in this subchapter the term
“technical data” means: (a) Any un-
classified information that can be
used, or be adapted for use, in the
design, production, manufacture,
repair, overhaul, processing, engineer-
Ing, development, operation, mainte-
nance, or reconstruction of arms, am-
munition, and implements of war on
the U.S. Munitions List; or (b) any
technology which advances the state-
of-the-art or establishes a new art in
an area of significant military applica-
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bility in the United States;’® or (c) clas-
sified information as defined in
§$125.02.

[(Dept. Reg. 108.629, 35 FR 19016, Dec. 16,
1970)

§125.02 Classified information.

As used in this subchapter, the term
“classified information” is either (a)
equipment, or (b) information (relat-
ing to any arms, ammunition, and im-
plements of war on the U.S. Munitions
List) which has been assigned a U.S.
security classification as requiring pro-
tection in the interest of national de-
fense. (Patent applications covered by
a secrecy order {all in the same catego-
ry as classified Information. See
§125.05 (d).) See §§125.10 and 125.11
for ex , ptions.

§125.03 Export of technical data.

The i export controls of this sub-
chapter over technical data (a) apply
to the export of unclassified technical
data relating to arms, ammunition,
and implements of war on the U.S.
Munitions List, and (b) classified
equipment and classified information
relating to arms, ammunition, and im-
plements of war on the U.S. Munitions
List as defined in § 125.02. These con-
trols shall apply whenever the infor-
mation is to be exported by oral,
visual, or documentary means. There-
fore, an export occurs whenever tech-
nical data is inter alia, mailed or
shipped outside the United States, car-
ried by hand outside the United
States, disclosed through visits abroad
by American citizens (including par-
ticipation in briefings and symposia),
and disclosed to foreign nationals? in
the United States (including plant

"The initial burden of determining wheth-
er the technology in question advances the
state-of-the-art or establishes a new art is
upon the U.S. party or applicant in consul-
tation with the cognizant agency of the U.S.
armed forces.

*The term “foreign nationals” as used in
this subchapter means “All persons not citi-
zens of, not nationals of, nor immigrant
aliens to. the United States” as defined in
the Department of Defense Industrial Secu-
rity Manual. However, certain other foreign
persons may be cleared to have access to
technical data. See section 3 of the Industri-
al Security Manual.
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visits and participation in briefings
and symposia). A license to export
technical data shall not be used for
foreign production purposes, or for
technical assistance in such produc-
tion, without the specific approval of
the Department of State.

§125.04 Export of unclassified technical
data.

(a) General. A license issued by the
Department of State shall be required
for the export of unclassified technical
data (as defined in § 125.01 (a) and (b))
unless otherwise expressly exempted
in this subchapter (see §§125.10 and
125.11).

Unclassified information that does
not meet the definition of technical
data or can meet the test of an exemp-
tion in §§125.10 and 125.11 (see espe-
cially §125.11(aX2)) shall not be the
subject of license applications.

(b) Patents. A license issued by the
Department of State shall be required
for the export of unclassified technical
data relating to arms, ammunition,
and implements of war which exceed
the data used to support a domestic or
foreign filing of a patent application.
The export of technical data support-
ing the filing and prosecution of
patent applications in foreign coun-
tries is subject to regulations issued by
the U.S. Patent Office under 35 U.S.C.
184.

(¢) Visits. A license issued by the De-
partment of State shall be required
for the export of unclassified technical
data relating to arms, ammunition,
and implements of war on the US.
Munitions List which are to be dis-
closed to foreign nationals either in
connection with visits to foreign coun-
tries, including foreign diplomatic mis-
sions and consular offices in the
United States and abroad, by U.S. per-
sons, or in connection with visits to
the United States by foreign nationals,
unless otherwise expressly exempted
in this subchapter (see § 125.11),

[Dept. Reg. 108.605, 34 FR 12037, July 17,
1969, as amended at Dept. Reg. 108.615, 35
FR 3030, Feb. 14, 1970; Dept. Reg. 108.629,
35 FR 19016, Dec. 16, 1970]
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§125.05 Export of classified information
(data and equipment).

(a) Any request for authority to
export classified information (data or
equipment) by other than the cogni-
zant department or agency of the U.S.
Government shall be submitted to the
Department of State for approval
(See §§125.10 and 125.11 for exemp-
tions.) The application shall set forth
all pertinent information with full de-
tails of the proposed transaction. (See
$ 125.21 for procedure.)

(b} Classified information, as defined
in §125.02, which is approved by the
Department of State for export shall
be transferred or communicated only
in accordance with the requirements
of the Department of Defens Industri-
al Security Manual relating to the
transmission of classified information
(and any other requirements imposed
by cognizant U.S. departments and
agencies).

(¢) The approval of the Department
of State shall be obtained for the
export of classified information to be
disclosed to foreign nationals either in
connection with visits to foreign coun-
tries by U.S. persons, or in connection
with visits to the United States by for-
eign nationals, unless the proposed
export is expressly exempt under the
provisions of this subchapter (see
§ 125.11). There shall be no release of
classified information in any manner
or form to any foreign national except
as otherwise expressly provided in this
subchapter.

(d) All communications relating to a
patent application covered by a secre-
cy order shall be addressed to the U.S.
Patent Office. (See 37 CFR 5.11.)

[Dept. Reg. 108.605, 35 FR 12037, July 17,
1969, as amended by Dept. Reg. 108.615, 35
FR 3030, Feb. 14, 1970]

EXEMPTIONS

§125.10 Shipments by U.S. Government
agencies.

Exports of technical data by U.S.
Government agencies are exempt in
accordence with Part 126 of this sub-
chapter. This exemption, however,
shall not apply when a U.S. Govern-
ment agency, on behalf of a private in-
dividual or firm, acts as a transmittal
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agent either as a convenience or in sat-
isfaction of security requirements.

§125.11 General exemptions.

(a) Except as provided in §126.01,
district directors of customs and postal
authorities are authorized to permit
the export without a license of unclas-
sified technical data as follows:

(1) If it is in published® form and
subject to public dissemination by
being:

() Sold at newstands and book-
stores;

(1i) Available by subscription or pur-
chase without restrictions to any
person or avallable without cost to any
person,

(iii) Granted second class mailing
privileges by the U.S. Government; or,
; (lv) Freely available at public librar-
es.

(2) If it has been approved for public
release by any U.S. Government de-
partment or agency having authority
to classify information or material
under Executive Order 11652, as
amended, and other applicable Execu-
tive Orders, and does not disclose the
details of design, production, or manu-
facture of any arms, ammunition, or
implements of war on the U.S. Muni-
tions List.

(3) If the export is in furtherance of
a manufacturing license or technical
assistance agreement approved by the
Department of State in accordance
with Part 124 of this subchapter.

(4) If the export is in furtherance of
a contract with an agency of the U.S.
Government or a contract between an
agency of the U.S. Government and
foreign persons, provided the contract
calls for the export of relevant unclas-
sified technical data, and such data
are being exported only by the prime
contractor. Such data shall not dis-
close the details of development, engi-
neering, design, production, or manu-
facture of any arms, ammunition or
implements of war on the U.S. Muni-
tions List. (This exemption does not

*The burden for obtaining appropriate
U.S. Government approval for the publica-
tion of technical data falling within the
definition in § 125.01, including such data as
may be developed under other than U.S.
Government contract, is on the person or
company seeking publication.
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permit the prime contractor to enter
into subsidiary technical assistance or
manufacturing license agreements, or
any arrangement which calls for the
exportation of technical data without
compliance with Part 124 of this sub-
chapter).

(5) If it relates to firearms not in
excess of caliber .50 and ammunition
for such weapons, except technical
data containing advanced designs,
processes, and manufacturing tech-
niques.

(6) If it consists of technical data,
other than design, development, or
production information relating to
equipment, the export of which has
been previously suthorized to the
same recipient.

(7) If it consists of operations, main-
tenance, and training manuals, and
aids relating to equipment, the export
of which has been authorized to the
same recipient.*

(8) If it consists of additional copies
of technical data previously approved
for export to the same recipient; or if
it consists of revised copies of techni-
cal data, provided, it pertains to the
identical Munitions List article, and
the revisions are solely editorial and
do not add to the content of technol-
ogy previously approved for export to
the same recipient.

(9) If it consists solely of technical
data being reexported to the original
source of import.

(10) If the export is by the prime
contractor in direct support and
within the technical and/or product
limitations of a *“U.S. Government ap-
proved project” and the prime con-
tractor so certifies. The Office of Mu-
nitions Control, Department of State,
will verify, upon request, those pro-
jects which are “U.S. Government ap-
proved”, and accord an exemption to
the applicant who applies for such ver-
ification and exemption, where appro-
priate, under this subparagraph.*

‘Not applicable to technical data relating
to Category Vi(e) and Category XVI.

*Classified information may also be trans-
mitted in direct support of and within the
technical and/or product limitations of such
verififed “U.8. Government approved pro-
jects” without prior Department of State
approval provided the U.S. party so certifies
and complies with the requirements of the
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(11) If the export is solely for the
use of American citizen employees of
U.S. firms provided the U.S. firm certi-
fies its overseas employee is a U.S. citi-
zen and has a “need to know.”*

(12) If the export is directly related
to classified information, the export of
which has been previously authorized
to the same recipient, and does not
disclose the details of design, produc-
tion, or manufacture of any arms, am-
munition, or implements of war on the
U.S. Munitions List.

(b) Plant visits. Except as restricted
by the provisions of §126.01 of this
subchapter:

(1) No license shall be required for
the oral and visnial disclosure of un-
classified technical data during the
course of a plant visit by foreign na-
tionals provided the data is disclosed
in connection with a classified plant
visit or the visit has the approval of a
US. Government agency having au-
thority for the classification of infor-
mation or material under Executive
Order 11652, as amended, and other
applicable Executive Orders and the
requirements of Section V, paragraph
40(d) of the Industrial Security
Manual are met.

(2) No license shall be required for
the documentary disclosure of unclas-
sified technical data during the course
of a plant visit by foreign nationals
provided the document does not con-
tain technical data as defined in
§125.01 in excess of that released
orally or visually during the visit, is
within the terms of the approved visit
request, and the person in the United
States assures that the technical data

Department of Defense Industrial Security
Manual relating to the transmission of such
classified information (and any other re-
quirements of cognizant U.S. Government
departments or agencies).

¢Classified information may also be ex-
ported to such certified American citizen
employees without prior Department of
State approval provided the U.S. party com-
plies with the requirements of the Depart-
ment of Defense Industrial Security Manua!
relating to the transmission of such classi-
fied information (and any other require-
ments of cognizant U.S. Government de-
partments or agencies). Such technical data
or information (classified or unclassified)
shall not be released by oral, visual, or docu-
mentary means to any foreign person.
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will not be used, adapted for use, or
disclosed to others for the purpose of
manufacture or production without
the prior approval of the Department
of State in accordance with Part 124
of this subchapter.

(3) No department of State approval
is required for the disclosure of oral
and visual classified information
during the course of a plant visit by
foreign nationals provided the visit
has been approved by the cognizant
U.S. Defense agency and the reguire-
ments of section V, paragraph 40(d) of
the Defense Industrial Security
Manual are met.

(Dept. Reg. 108.605, 35 FR 12037, July 17,
1969, as amended by Dept. Reg. 108.630, 35
FR 109985, Dec. 31, 1970; Dept. Reg. 108.646,
36 FR 20941, Nov. 2, 1971, Dept. Reg.
108.649, 36 PR 22741, Nov. 30, 1871; Dept.
Reg. 108.668, 3T FR 14694, July 22, 1972)

§$125.12 Canadian shipments.

District directors of customs and
postal authorities are authorized to
permit the export of unclassified tech-
nical data to Canada without an
export license, except when such tech-
nical data relate to the following:,

(a) Nuclear weapons strategic deliv-
ery systems and all specifically de-
signed components, parts, accessories,
attachments, and associated equip-
ment therefor;

(b) Nuclear weapons design and test
equipment defined in Category XVI;

(¢) Naval nuclear propulsion equip-
ment as defined in Category VI(e),

(d) Aircraft as defined in Category
VIiiI(a); and

(e¢) Submersible and oceanographic
vessels and related articles as defined
in Category XX (a} through (d). -

(This exemption does not authorize
the foreign manufacture of any arms,
ammunition, or implements of war on
the U.S. Munitions List. See Part 124
of this subchapter.)

[Dept. Reg. 108.630, 35 FR 19995, Dec. 31,
1970, as amended by Dept. Reg. 108.646, 36
FR 20841, Nov. 2, 18711

§$125.13 Data on nuclear materials.

To the extent that technical data,
the export of which are controlled by
the Atomic Energy Commission under
the Atomic Energy Act of 1954, as
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amended, are coextensive with techni-
cal data related to articles in Category
Vie), Category XVI, and Category
XVIII, the provisions of this sub-
chapter shall not apply.

PROCEDURES

§125.20 Export of unclassified technical
data.

(a} General and visits. Unless
exempted in § 125.10 or § 125.11 of this
subchapter, applications for the
export or the disclosure of nonexempt
unclassified technical data to foreign
persons shall be made (by persons in
the United States only) to the Depart-
ment of State on Form DSP-5, accom-
panied by five copies of the data. In
the case of visits, sufficient details of
the proposed discussions shall be
transmitted in quintuplicate for an
a.ldequate appraisal of the data in ques-
tion.

(b) Patents. All requests for filing
patent applications in a foreign coun-
try, and requests for filing amend-
ments, modifications or supplements
thereto, shall be directed to the U.S.
Patent Office in accordance with 37
CFR Part 5. If the applicant complies
with the regulations of the Patent
Office, no approval of the Department
of State is required unless the appli-
cant seeks to export technical data ex-
ceeding that used to support a patent
application in a foreign country. In
such case an application shall be re-
quired to be submitted on form DSP-5
in accordance with the provisions of
paragraph (&) of this section.

(Dept. Reg. 108.615, 35 FR 3030, Feb. 14,
1970, and Dept. Reg. 108.646, 36 FR 20841,
Nov. 2, 18711

§125.21 Export of classified information
(data and equipment).

Unless exempted in §125.10 or
§125.11, applications (from U.S. citi-
zens only) for approval to export or
disclose classified information (data or
equipment) to foreign persons shall be
submitted to the Department of State
on form DSP-85. When the applica-
tion is for export of classified techni-
cal data only it shall be accompanied
by five copies of the data to permil an
evaluation of whether an export li-
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cense may be issued. When the appli-
cation is for export of classified equip-
ment it shall be accompanied by five
coples of suitable descriptive informa-
tion to permit an evaluation of wheth-
er an export license may be issued,
and form DSP-83 in the case of signifi-
cant combat equipment (see footnote 3
to § 123.10 (d) of this subchapter). All
classified materials accompanying an
application shall be treated as re-
quired by the Defense Industrial Secu-
rity Manual, section I, paragraph 5.

{Dept. Reg. 108.646, 36 FR 20942, Nov. 2,
1971)

$125.22 Certification requirements.

An exporter in the United States
claiming any exemption for the export
of technical data in accordance with
the provisions of §125.11, may do so
by certifying that the proposed export
is covered by the relevant
paragraph(s) of that section. Such cer-
tification shall be made by marking
the package or letter “22 CFR 125.11 *
* * applicable,” identifying the specific
paragraph(s) under which the exemp-
tion is claimed.

§125.23 Filing of licenses for export of
unclassified technical data.

DSP-5 licenses authorizing the
export of unclassified technical data
shall be presented to, and filed with
the appropriate district director of
customs or postmaster at the time of
shipment or malling. The district di-
rector of customs or postmaster shall
endorse and transmit the licenses to
the Office of Munitions Control, De-
partment of State, in accordance with
the instructions contained on the re-
verse thereof.

[Dept. Reg. 108.615, 35 FR 3030, Feb. 14,
1970)

§125.24 Filing of licenses for export of
classified information (data and equip-
ment).

DSP-85 licenses sauthorizing the
export of classified data or classified
equipment shall be forwarded by the
Department of State to agents of the
Department of Defense (Defense
Supply Agency) to arrange for trans-
mission in accordance with the De-
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partment of Defense Industrial Securi-
ty Manual. The Department of State
shall forward a copy of the issued li-
cense to the applicant for his informa-
tion. Upon completion of the export
transaction the Defense Supply
Agency shall return the license to the
Department of State with endorse-
ments in accordance with the instruc-
tions contained on the reverse thereof.

(Dept. Reg. 108.615, 35 FR 3030, Feb. 14,
1970

PART 126—PROHIBITED SHIPMENTS,
TEMPORARY SUSPENSION OR
MODIFICATION OF REGULATIONS,
EXEMPTIONS, AND RELATION TO
OTHER PROVISIONS OF LAW

Sec.
126.01 Prohibited shipments to or from
certain countries.
126.02 Temporary suspension or modifica-
tion of regulations of the subchapter.
126.03 Waijver or exception in hardship
cases.

126.04 Shipments by U.S. Government
agencies.

126.05 Relation to other provisions of law.

AUTHORITY: 8ec. 414, as amended, 68 Stat.
848, 22 U.S.C. 1934; secs. 101 and 105, E.O.
10973, 26 FR 10469, sec. 6, Departmental
Delegation of Authority No. 104, 26 FR
10608, as amended, 27 FR 9925, 28 FR T231;
Redelegation of Authority No. 104-3-A, 28
FR 7231.

Source: Dept. Reg. 108.605, 34 FR 12038,
July 17, 1968, unless otherwise noted.

§126.01 Prohibited shipments to or from
certain countries.

The policy of the United States is to
deny licenses and other approvals for
U.S. Munitions List articles destined
for or originating in Albania, Bulgaria,
Communist China, Cuba, Czechoslova-
kia, East Germany, Estonia, Hungary,
Latvia, Lithuania, North Korea, Quter
Mongolia, Poland, Rumania, Union of
Soviet Socialist Republics, any of the
area of Viet-Nam which is under de
Jacto communist control, and to or
from any other area where the ship-
ment of Munitions List articles would
not be in furtherance of world peace
and the security and foreign policy of
the United States. The exemptions
provided in the regulations in this sub-
chapter, except §125.11(a) (1) and (2)

Yyl




APPENDIX IV

Chapter |I—-Depariment of State

of this subchapter, do not apply to
shipments destined for or originating
in any of this proscribed countries or
ATess.

§$126.02 Temporary suspension or modifi-
cation of regulations of the subchapter.

The Director, Office of Munitions
Control, Department of State, is au-
thorized to order the temporary sus-
pension or modification of any or al!
of the regulations of this subchapter
in the interest of furthering the objec-
tives of world peace and the security
and foreign policy of the United
States.

$126.03 Waiver or exception in hardship
cases.

In bona fide cases showing excep-
tional and undue hardship, the Direc-
tor, Office of Munitions Control, De-
pariment of State, is authorized to
make an exception to the regulations
of this subchapter after full review.

§126.04 Shipments by US. Government
agencies.

(a) The export of articles on the U.S.
Munitions List by any department or
agency of the U.S. Government is not
subject to the provisions of section 414
of the Mutual Security Act of 1854, as
amended. A license to export such ar-
ticles, therefore, is not required when
(1) all aspects of a transaction (export,
carriage, and delivery abroad) are ef-
fected by a U.S. Government agency,
or (2 actual transfer of possession of
U.S. Government-owned articles is ef-
fected in the United States by an
agency of the U.S. Government to a
foreign government or its carrier and
no private person or forwarding agent
is involved in the export transaction.

(b) A license shall be required when
a private person or forwarding agent is
involved in any aspect of an export
transaction unless the regulations in
this subchapter contain a specific ex-
emption from the need for. a license
under the particular circumstances of
the transaction, or the consignor, con-
signee, and intermediate consignee (if
any) are agencies of the U.S. Govern-
ment and the export is covered by a
U.S. Government Bill of Lading.
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(c) This section does not authorize
any Government department or
agency to export any items listed in
§121.01 of this subchapter which are
subject to restrictions by virtue of
other statutory provisions.

[Dept. Reg. 108.646. 36 FR 20942, Nov. 2,
18721

§126.05 Relation to other provisions of
law.

The provisions in this subchapter
are in addition to, and are not in lieu
of, any other provision of law or regu-
lations respecting commerce in arms,
ammunition, and implements of war,
and technical datn relating thereto.

PART 127—VIOLATIONS, PENALTIES
AND ADMINISTRATIVE REMEDIES

Sec.

127.01 Violations in generzl.

127.02 Misrepresentation and omission of
facts.

127.03 Criminal penalities.

127.04 Penalties for violations relating to
Southern Rhodesia.

127.05 Authority of district directors of
customs.

127.08 Seizure and forfeiture in attempts
at illegal exports.

127.07 Debarment.

127.08 Interim suspension.

127.09 Applicability of orders.

127.10 Civil penalty.

AUTHORITY: Sec. 414, as amended, 68 Stat.
848; 22 U.S.C. 1934; 18 US.C. 1001; 22 U.S.C.
401; secs 101 and 105, E.O. 10873, 26 FR
10469; sec 6, Departmental Delegation of
Authority No. 104, 26 FR 1068, as amended,
27 FR 9925, 28 FR 7231. and Redelegation
of Authority No. 104-3-A, 28 FR 7231. The
provisions of Part 127 regarding exports to
Scuthern Rhodesia, issued under E.O.
;322. 32 FR 119; 59 Stat. 620, 22 US.C.

C.

Sovurce: Dept. Reg. 108.605, 34 FR 12040,
July 17, 1869, unless otherwise noted.

§127.01 Violations in general.

(a) It is unlawful to export or at-
tempt to export from the United
Btates any article or technical data for
which a license or approval is required
by this subchapter without first ob-
taining the required license or written
;pproval from the Department of

tate.
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(b) No person, with knowledge that
another person is then subject to an
order of debarment, or interim suspen-
sion, directly or indirectly, in any
manner or capacity, without prior dis-
closure of the facts to, and written au-
thorization of the Office of Munitions
Control: ‘

(1) May apply for, obtain, or use any
export control document as defined in
§ 127.02(b) by, to, or for such debarred
or suspended person; or

(2) May order, buy, receive, use, sell,
deliver, store, dispose of, forward,
transport, finance, or otherwise service
or participate in, any transaction
which may involve any article or tech-
nical data for which a license or ap-
proval is required by this subchapter,
exported or to be exported from the
United States, whereby a debarred or
suspended person may obtaln any
benefit therefrom or have any direct
or indirect interest therein.

(¢) No person may cause, or aid,
abet, counsel, demand, induce, pro-
eure, or permit the commission of any
act prohibited by, or the omission of
any act required by 22 U.S.C. 2778, 22
U.8.C. 2779, or any regulation, license,
approval, or order issued thereunder.

[Dept. Reg. 108.744, 42 FR 42852, Aug. 25,
1977

$127.02 Misrepresentation and omission
of facts.

(a) It is unlawful to use any export
or intransit control document contain-
ing a false statement or misrepresent-
ing cr omitting a material fact for the
purpose of exporting any article or
technical data for which license ap-
proval is required by this subchapter.
Any false statement, misrepresenta-
tion or omission of material fact in an
export or intransit control document
will be considered, as made in & matter
within the jurisdiction of a depart-
ment or agency of the United States
for the purposes of 18 U.S.C. 1001, 22
U.S.C. 2778 and 22 U.S8.C. 2779.

. (b) For the purpose of this section,
the term export or intransit control
document includes the following:

(1) Applications for export or intran-
sit license and supporting documents.

(2) Shippers export declarations.

(3) Invoices.
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(4) Declarations of destination.

(5) Delivery verifications.

(6) Applications for
export license.

(7) Applications for registration.

(8) Purchase orders.

(9) Foreign import certificates.

(10) Bills-of-lading.

(11) Air way bills.

(12) Consignee-purchaser transac-
tion statements.

(13) Nth country control statements.

(14) Any other document used in the
regulation or control of articles or
technical data for which license or ap-
proval is required by this subchapter.

[Dept. Reg. 108.605,. 34 FR 12040, July 17,
1969, as amended br Dept. Reg. 108.744, 42
FR 42852, Aug. 25, 1977]

§127.03 Criminal penalties.

Any person who willfully—

(a) Violates any provision of section
38 or section 39 of the Arms Export
Control Act (22 U.S.C. 2778, 2779), or
any rule or regulation issued under
either section; or

(b) In a registration, license applica-
tion or report required by section 38 or
section 39 of the Arms Export Control
Act (22 U.S.C. 2778, 2779) or by any
rule or regulation issued under either
section, makes any untrue statement
of a material fact or omits a material
fact required to be stated therein or
necessary to make the statements
therein not misleading—

shall, upon conviction, be subject to fine or

imprisonment, or both, as prescribed by 22
U.S.C. 2718(c).

[{Dept. Reg. 108.744, 42 FR 42852, Aug. 25,
1977).

temporary

§127.04 Penalties for violations relating
to Southern Rhodesis.

Any person subject to the jurisdic-
tion of the United States who, with
regard to exports from the United
States to Southern Rhodesia, willfully
violates any provision of section 1(d),
of Executive Order 11322 or any rule
or regulation contained in this part./. or
who willfully in a registration or’ li-
cense application makes any untrue
statement of a material fact, or omits
to state a material fact required to be
stated therein or necessary to make
the statements therein not misleading,
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shall, upon conviction, be fined not
more than $10,000, or imprisoned not
more than 10 years, or both.

§127.05 Authority of district directors of
customs,

(a) District directors of customs are
authorized to take appropriate action
to insure observance of this sub-
chapter as to the exportation, or the
attempted exportation of arms, ammu-
nition, and implements of war, and
technical data relating thereto, wheth-
er authorized by licenses or written
approval issued under this subchapter,
including but not limited to inspection
of loading or unloading of carriers.

(b) Upon the presentation of a li-
cense or written approval to a customs
officer, authorizing the exportation of
arms, ammunition, and implements of
war, and technical data relating there-
to, the customs officer may require, in
addition to such documents as may be
required by customs regulations, the
production of other relevant docu-
ments and information relating to the
proposed exportation, including, but
not limited to, invoices, orders, pack-
ing lists, shipping documents, corre-
spondence, and instructions.

§127.06 Seizure and forfeiture in attempts
at illegal exports.

(a) Any attempt to export or ship
from or take out of the United States
any articles on the U.S. Munitions List
in violation of the provisions of this
subchapter shall constitute an offense
punishable under section 401 of title
22 of the United States Code. When-
ever it is known or there shall be prob-
able cause to believe that any articles
on the U.S. Munitions List are intend-
ed to be or are being or have been ex-
ported or removed from the United
States in violation of law, such articles
and any vessel, vehicle or aircraft in-
volved in such attempt shall be subject
to seizure, forfeiture and disposition as
provided in section 401 of title 22 of
the United States Code.

(b) Similarly, any attempt to violate
any of the conditions under which a
Temporary Export or Intransit Li-
cense was issued pursuant to this sub-
chapter shall also constitute an of-
fense punishable under section 401 of
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title 22 of the United States Code, and
such articles, together with any vessel,
vehicle or aircraft involved in such at-
tempt shall be subject to seizure, for-
feiture, and disposition as provided in
section 401 of title 22 of the United
States Code.

$127.07 Debarment.

(a) Debarment orders. The Director,
Bureau of Politico-Military Affairs, is
authorized to debar (prohibit) any
person from participating directly or
indirectly in the export of articles or
technical data for which license or ap-
proval is required by this subchapter
for any of the causes listed below
when to do so is important for the
maintenacne of the regulatory
scheme. The following are cause for
debarment.

(1) Conviction of a criminal offense
as defined in § 127.03.

(2) The violation of 22 U.S.C. 2778 or
of any rule or regulation issued there-
under when such a violation is of such
character as to provide & reasonable
basis to believe and determine that the
violator cannot be relied upon to
comply with the statute, rules, or reg-
ulations in the future, and when such
a violation is established in accordance
with §8 128.02 through 128.16 of this
chapter.

(3) The violation of any provision of
22 U.S.C. 2778, or of any rule or regu-
lation issued thereunder when, becau-
see it is a second or subsequent viola-
tion, it impels the belief that the viola-
tor cannot be relied upon to comply
with the statute, rules or regulations
in the future and when the violations
are established in accordance with
§5§ 128.02 through 128.16 of this chap-
ter.

(4) A decision by the Office of
Export Administration, Bureau of
East-West Trade of the Department of
Commerce, to deny, suspend, or revoke
export privileges to the person under
15 CFR 388.1 and the Export Adminis-
tration Act of 1969 or to exclude the
person from practice before the
Bureau of East-West Trade under 15
CFR 390.2 and the Export Administra-
tion Act of 1969, where the Hearing
Commissioner makes a further finding
that the facts reasonably impel a deci-
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sion that they form a reasonable basis
for concluding that the person cannot
be relied upon to comply in the future
with 22 U.8.C. 2778, or with the rules
or regulations issued thereunder.

(b) Mations to vacate or modify. A
person who has been debarred for
more than 12 months may petition the
Hearing Commissioner to vacate or
modify the order of debarment. The
petition must be filed with the Hear-
ing Commissioner, and a copy simulta-
neously filed with the Office of Muni-
tions Control, Department of State. In
his discretion, the Hearing Commis-
sioner may require the submission of
evidence and arguments, oral or writ-
ten or both. The Hearing Commission-
er, after considering the motion and
any evidence and arguments with re-
spect thereto, shall at the earliest
practicable date submit his report and
recommendations to the Director,
Bureau of Politico-Military Affairs,
Department of State. The Director
may issue an appropriate order dispos-
ing of the motion and the moving
party will be informed.

{Dept. Reg. 108.744, 42 FR 42852, Aug. 25,
19771

$127.08 Interim suspension.

(a) Interim suspension orders. The
Director of the Office of Munitions
Control is authorized to order the in-
terim suspension of any person, pro-
hibiting that person from participat-
ing directly or indirectly in the export
of any article or technical data for
whicnt a license or approval is required
by this subchapter, when he believes
grounds for debarment as defined in
$127.07 exist, and where and to the
extent he finds interim suspension is
reasonably necessary to protect world
peace or the national security or for-
eign policy of the United States, pend-
ing final disposition of debarment pro-
ceedings. The suspended person shall
be sent a charging letter as provided in
§128.03 of this chapter. A copy of the
interim suspension order will be served
upon him in the same manner as pro-
vided in §128.07 of this chapter for
service upon him of a charging letter.
The interim suspension order may be
made effective immediately, without
prior notice or hearing. The order will
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briefly recite the relevant facts, state
the grounds for issuance of the order,
and describe the nature and duration
of the interim suspension. No person
may be suspended for a period exceed-
ing 60 days unless preceedings under
§5 128.02 through 128.16 of this chap-
ter or criminal proceedings are initiat-
ed before the expiration of that
period,

(b) Motions fo vacate or modify. A
motion or petition to vacate or modity
an interim suspension order may be
filed at any time with the Hearing
Commissioner, and & copy shall be
filed with the Office of Munitions
Control, Department of State. An oral
hearing, if requested, will be held
before the Hearing Commissioner at
the earliest practicable date. The
Hearing Commissioner, after consider-
ing the assembled record, will submit
his report and recommendations to
the Director, Bureau of Politico-Mili-
tary Affairs, Department of State. The
Director will issue an appropriate
order disposing of the motion or peti-
tion and will promptly inform the re-
spondent accordingly.

(¢) Deferment of action on license
applications otherwise prohibited.
Except for the particular application
or license which is itself the basis of
any investigation or proceeding, no li-
cense application filed by any person
may be returned without action, held
without action, or rejected, solely be-
cause such person is under investiga-
tion, or because proceedings against
him are pending, other than in accord-
ance with the terms of an interim sus-
pension order issued under § 127.08(a).

(Dept. Reg. 108.744, 42 FR 42852, Aug. 25,
18771

§127.09 Applicability of orders.

For the purpose of preventing eva-
sion, orders of the Director, Bureau of
Politico-Military Affairs, debarring a
person under §127.07, and orders of
the Director, Office of Munitions Con-
trol, suspending a person under
§$127.08, may be made applicable to
any other person who may then or
thereafter (during the term of the
order) be related by affiliation, owner-
ship, control, position of responsibili-
ty. or other commercial connection.
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Appropriate notice and opportunity to
respond to charges will be given.

{Dept. Reg. 108,744, 42 FR 42852, Aug. 25,
19771

$127.10 Civil penalty.

(a) The Director, Bureau of Politico-
Military Affairs, is suthorized to
impose & civil penalty in an amount
not to exceed that authorized by 50
U.S.C. 2405(c) for each violation of 22
U.S.C. 2778, or any regulation, order,
license or approval issued thereunder.
This civil penalty may be either in ad-
dition to, or in lieu of, any other liabil-
ity or penalty which may be imposed.

(b) The Office of Munitions Control
may make the payment of a civil pen-
alty under this section a prior condi-
tion of the issuance, restoration, or
continuing validity of any export I-
cense.

[Dept. Reg. 108.744, 42 FR 42852, Aug. 25,
19771

PART 128—ADMINISTRATIVE
PROCEDURES

Sec.

128.01 Exclusion of functions from Admin-
istrative Procedure Act.

128,02 Hearing Commissioner.

128.03 Institution of administrative pro-
ceedings.

128.04 Default.

123.:)5 Answer and demand for oral hear-
ng.

128.0¢ Discovery.

128.0% Prehearing conference.

128.08 Hearings.

128.08 Proceedings before and report of
Hearing Commissioner.

128.10 Disposition of proceedings.

128.11 Consent orders.

128.12 Rehearings.

128.13 Appeals.

128.14 Proceedings confidential,

128.1&18 Orders containing probationary pe-
riods.

128.16 Extension of time.

128.17 Availability of orders.

AUTHORITY: Sec. 38, 90 Stat. 744 (22 U.S.C.
2718): sec. 601, as amended, 47 Stat. 417 (31
U.S.C. 686); E.O. 11958, (42 FR 4311, Jan
18, 1977).

Sounce: 42 FR 42853, Aug. 25, 1977, unless
otherwise noted.
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$128.01 Exclusion of functions from Ad-
ministrative Procedure Act.

The functions conferred by Section
38 of the Arms Export Control Act are
excluded from 5 U.8.C. §§ 553 and 554.

$128.02 Hearing Commissioner.

The Hearing Commissioner referred
to herein is the Hearing Commission-
er, Bureau of East-West Trade, U.8.
Department of Commerce, as provided
in 15 CFR 388.2. The Hearing Commis-
sioner is authorized to exercise the
powers and perform the dutles pro-
vided for in §§ 128.03 through 128.18.

§128.03 Institution of administrative pro-
ceedings.

(a) Charging letters, the Director,
Office of Munitions Control, with the
concurrence of the Office of the Legal
Adviser, may initiate debarment pro-
ceedings in accordance with § 127.07 of
this chapter or civil penalties in ac-
cordance with §127.10 of this chapter.
The charging letter will state the es-
sential facts constituting the alleged
violation, refer to the regulatory or
other provisions involved, and give
notice that, if the respondent is found
to have committed the alleged viola-
tion, he may be prohibited from par-
ticipating in the export of any article
or technical data for which & license
or approval is required by this sub-
chapter, or that civil penalties may be
imposed. The charging letter will re-
quire the respondent to answer the
charges within 30 days, as provided in
§128.05(a), and that failure to answer
will be taken as an admission of the
truth of the charges. It will inform the
respondent that he is entitled to an
oral hearing if he files a written
demand therefor with his answer or
within 7 days after service of his
answer, and that he may, if he so de-
sires, be represented by counsel of his
own choosing. Charging letters may be
amended from time to time, upon rea-
sonable notice.

(b) Service. A charging letter is
served upon a respondent: (1) If he is a
resident of the United States, when
mailed in a wrapper addressed to him
at his last known address, or when left
with him or his agent or employee, or
when left at his dwelling with some
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person of suitable age and discretion
than residing therein; or (2) if he is a
non-resident of the United States,
when served upon him by any of the
foregoing means, or if such method of
service is not practicable or appropri-
ate by reason of arrangements or un-
derstandings between the US. Gov-
ernment and the government of the
country wherein the respondent re-
sides, when it is tendered for service
on him to an officia! of the govern.
ment. of the country wherein he re-
sides.

$128.04 Default.

(a) Failure to answer. If the respon-
dent fails to answer the charging
letter he may be held in default and
the case shall be referred to the Hear-
ing Commissioner for consideration in
& manner as he may consider appropri-
ate. Any order issued shall have the
same effect as an order issued follow-
ing the disposition of contested
~harges.

(b) Petition to set aside defeults.
Any respondent against whom a de-
fault order has been issued may apply,
upon good cause shown, together with
evidentiary data in support thereof, to
set aside his default and vacate the
order entered theron. The petition
shall be submitted in duplicate to the
Director, Bureau of Politico-Military
Affairs, U.S. Department of State,
2201 C Street, NW., Washington, D.C.
20520. The Director will refer the peti-
tion to the Hearing Commissioner for
consideration and recommendation.
The Hearing Commissioner will con-
sider the application and may order a
hearing and/or require the respondent
to submit further evidence in support
of his petition. The filing of a petition
to set aside a default does not in any
manner affect an order entered upon
default and such order continues in
full force and effect unless a further
order is made modifying or terminat-
ing it.

§128.05 Answer and demand for oral
hearing.
(a) When Lo answer. The respondent
is required to answer the charging
letter within 30 days after service.
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(b) Contents of answer. An answer
must be responsive to the charging
letter and must fully set forth the
nature of the respondent’s defense or
defenses. In his answer, respondent
must admit or deny specifically each
separate allegation of the charging
letter, unless the respondent is with-
out knowledge, in which case, his
answer shall so state and the state-
ment shall operate as a denial. Failure
to deny or controvert any particular
allegation will be deemed an admission
thereof. The answer may set forth
such additional or new matter as re-
spondent believes supports a defense
or claim of mitigation. Any defense or
partial defense not specifically set
forth in an answer shall be deemed,
waived, and evidence offered thereon
by the respondent at & hearing may be
refused except upon good cause
shown. If the respondent does not
demand an oral hearing, he shall
transmit, within 7 days after the serv-
ice of his answer, original or photocop-
ies of all correspondence, papers, rec-
ords, affidavits, and other documen-
tary or written evidence having any
bearing upon or conncction with the
matters in issue and, if any such mate-
rials be in a language other than Eng-
lish, translations into English shall be
submitted at the same time

(¢c) Submission of answer. The
answer, written demand for oral hear-
ing, if any, and supporting evidence re-
quired by § 128.05(b) shall be in dupli-
cate and mailed or delivered to the
Hearing Commissioner, Bureau of
East-West Trade, U.S. Department of
Commerce, Wahsington, D.C. 20230. A
copy shall be simultaneously served on
the Director, Office of Munitions Con-
trol, Department of State, Washing-
ton, D.C. 20520.

§$128.06 Discovery.

(8) Discovery by the respondent. The
respondent, through the Hearing
Commissioner, may request from the
Office of Munitions Control any rele-
vant information, not privileged, that
‘may be necessary or helpful in prepar-
ing a defense. The Office of Munitions
Control may supply summaries in
place of original documents or may
withhold information from discovery
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if the interests of national security so
require, or if necessary to comply with
any statute, executive order or regula-
tion requiring that information not be
disclosed. The respondent may request
the Hearing Commissioner to request
any relevant information, books, rec-
ords, or other evidence, from any
other person or government agency so
long as the request is reasonable in
scope and not unduly burdensome.
- (b) Discovery by the Office of Muni-
tions Control. The Qffice of Munitions
Control or the Hearing Commissioner
may request from the respondent ad-
missions of facts, answers to interroga-
tories, the production of books, rec-
ords, or other relevant evidence, so
long as the request is relevant and ma-
terial, reasonable in scope and not
unduly burdensome.

(c) Subpoenas. At the request of any
party, the Hearing Commissioner may
issue subpoenas, returnable before
him, requiring the attendance of wit-
ness2s and the production of books,
records and other documentary or
physical evidence determined by the
Hearing Commissioner to be relevant
and material to the proceedings, rea-
sonable in scope and not unduly bur-
densome.

(d) Enforcement of discovery rights.
If the Office of Munitions Control
falls to provide the respondent with
adequate information to prepare a de-
fense, the Hearing Commissioner may
dismiss the charges of his own motion
or on motion of the respondent. If the
respondent fails to respond with rea-
sonable diligence to the requests for
discovery by the Office of Munitions
Control or the Hearing Commissioner,
the Commissioner, on his own motion
or motion of the Office of Munitions
Control, and upon such notice to the
respondent as the Hearing Commis-
sioner may direct, may strike respon-
dent's answer and declare him in de-
fault, or make any other ruling which
he deems necessary and just under the
circumstances. If a third party fails to
respond to requests for information,
the Hearing Commissioner shall con-
sider whether the evidence sought is
necessary to a fair hearing, and if it is
80 necessary that a fair hearing may
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not be held without it, he shall dismiss
the charges.

§128.07 Prehearing conference.

(a) The Hearing Commissioner may,
upon his own motion or upon motion
of any party, request the parties or
their counsel to a prehearing confer-
ence to consider (1) simplification of
issues; (2) the necessity or desirability
of amendments to pleadings; (3) ob-
taining stipulations of fact and of doc-
uments to avoid unnecessary proof; or
(4) such other matter as may expedite
the disposition of the proceeding. The
Hearing Commissioner will prepare a
summary of the gction agreed upon or
taken at the conference, and will in-
corporate therein any written stipula-
tions or agreements made by the par-
ties. The conference proceedings may
be recorded magnetically or taken by a
reporter and transcribed, and filed
with the Hearing Commissioner.

(b) If a conference is impracticable,
the Hearing Commissioner may re-
quest the parties to correspond with
him to achieve the purposes of a con-
ference. The Hearing Commissioner
shall prepare a summary of action
taken as in the case of a conference.

§128.08 Hearings.

(a) A respondent who had not filed a
timely written answer is not entitled
to 2 hearing, and the case may be con-
sidered by the Hearing Commissioner
as provided in § 128.04(a). If an answer
is filed, but no oral hearing demanded,
the Hearing Commissioner may pro-
ceed to consider the case upon the
written pleadings and evidence availa-
ble, and he may provide for the
making of the record in such manner as
he deems appropriate. If respondent
answers and demands an oral hearing,
the Hearing Commissioner, upon due
notice, shall set the case for hearing,
unless a respondent has raised in his
answer no issues of material fact to be
determined. If respondent fails to
appear at a scheduled hearing, the
hearing nevertheless may proceed in
his absence, and respondent's failure
to appear will not affect the validity of
the hearing or any proceedings or
action thereafter.
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(b) Hearings will be conducted by
the Hearing Commissioner in a fair
and impartial manner. The rules of
evidence prevalling in courts of law do
not apply, but allevidentiary material
relevant and material to the inquiry
will be received and given appropriate
weight. Diligent. effort shall be made
to declassify or to secure unclassified
summaries or extracts of classified ma-
terials, when not contrary to any stat-
ute or securtiy regulation. The Hear-
ing Commissioner will compare an un-
classified summary or extract with the
related classified materials. If he finds
that the summary or extract is sup-
ported by the classified materials and
omits only so much as remains classi-
fied, he may admit the unclassified
summary or extract as part of the
record, to the extent such summary or
extract is relevant and material. The
respondent may submit evidence in ex-
planation or contradiction thereof.
The respondent is not entitled to in-
spec: classified materials.

(¢) The Hearing Commissioner may
administer oaths and affirmations. Re-
spondent may be represented by coun-
sel. Unless otherwise agreed by the
parties and the Hearing Commission-
er, the proceeding will be taken by a
reporter or by magnetic recording,
transcribed, and filed with the Hear-
ing Commissioner. Respondent may
examine the transcript and may
obtain a copy upon payment of proper
costs.

§128.08 Proceedings before and report of
Hearing Commissioner.

(a) The Hearing Commissioner may
conform any part of the proceedings
before him to the Federal Rules of
Civil Procedure. The record may be
made available in any other proceed-
ing involving the same respondent.

(b) The Hearing Commissioner, after
considering the record, will prepare a
written report. The report will include
findings of fact, findings of law, a find-
ing whether a law or regulatien has
been violated, and the Hearing Com-
missioner's recommendations and

shall be transmitted to the Director,
‘Bureau of Politico-Military Affalrs,
Department of State.
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§128.10 Disposition of proceeding.

Where the evidence is not sufficient
to support the charges, the Director,
Office of Munitions Control, or the
Hearing Commissioner, will dismiss
the charges. Where the Hearing Com-
missioner finds that a violation has
been committed, his recommendation
shall be advisory only, and the Direc-
tor, Bureau of Politico-Military Affairs
will review the record, consider the
report of the Hearing Commissioner,
and make appropriate disposition of
the case. He may issue an order debar-
ring the respondent from participating
in the export of articles or technical
data on the U.S. Munitions List as pro-
vided in § 127.07 ¢f this chapter, or im-
posing a civil penalty as provided in
$127.10 of this chapter, or take such
other action as he deems appropriate.
Any debarment order will be effective
for the period of time specified therein
and may contain such additional terms
and conditions as are deemed appro-
priate. A copy of the order together
with a copy of the Hearing Commis-
sioner’s report will be served upon the
respondent.

§128.11 Consent orders.

The Office of Munitions Control,
and the respondent may, by agree-
ment, submit to the Hearing Commis-
sioner a proposal for the issuance of a
consent order. The Hearing Commis-
sioner will review the facts of the case
and the proposal and may conduct
conferences with the parties and may
require the presentation of evidence in
the case. If he does not approve the
proposal, he will notify the parties and
the case will proceed as though no
consent proposal had been made. If he
approves the proposal, he will report
the facts of the case with his recom-
mendations to the Director, Bureau of
Politico-Military Affairs. If the Direc-
tor does not approve the proposal, the
case will proceed as though no consent
proposal had been made. If he ap-
proves the proposal, the Director may
issue an appropriate order.

§128.12 Rehearings.

The Hearing Commissioner may
grant a rehearing or reopen a proceed-
ing at any time for the purpose of
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hearing any relevant and material evi-
dence which was not known or obtain-
able at the time of the original hear-
ing. A request for rehearing or reopen-
ing must contain a summary of such
evidence, and must explain the rea-
sons why it could not have been pre-
sented at the original hearing. The
Hearing Commissioner will advis the
parties of any further hearing, and
will conduct such hearing and submit
his report and recommendations in
the same manner as provided for the
original proceeding as described in
§128.10.

$128.13 Appeals.

(a) Filing of eppeals. An appeal must
be in writing, addressed to and filed
with the Appeals Board, U.S. Depart-
ment of Commerce, Washington, D.C.
20230. An appeal from a final order
denying export privileges or imposing
elvil penalties must be filed within 30
days after receipt of a copy of the
order.

(b) Grounds and conditions for
appeal. The respondent may appeal
from a debarment or from the imposi-
tion of a civil penalty upon the ground
(1) that the findings of violation are
not supported by any substantial evi-
dence, (2) that prejudicial error of law
was committed, or (3) that the provi-
sions of the order are arbitrary, capri-
cious, or an abuse of discretion. The
appeal must specify upon which of
thes grounds the appeal is based and
must indicate from which provisions
of the order the appeal is taken. An
appeal from an order issued upon de-
fault will not be entertained if the re-
spondent has failed to seek relief as
provided in § 128.04(b).

(c) Matters considered on appeal. An
appeal will be considered upon the
basis of the assembled record, consist-
ing of, but not limited to the charging
letter, respondent's answer, the tran-
script or magnetic recording of the
hearing before the Hearing Commis-
sioner, the report of the Hearing Com-
missioner, the order of the Director,
Bureau of Politico-Military Affairs,
and any other relevant documents in-
volved in the proceedings before the
Hearing Commissioner. The Appeals
Board may direct a rehearing and re-
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opening before the Hearing Commis-
sioner if it finds that the record is in-
sufficient or that new evidence is rele-
vant and material to the issues and
was not known and was not available
to the respondent at the time of the
original hearing. The Appeals Board
may order oral argument before it, but
shall not consider facts or arguments
relating to the policy embodied in
rules or regulations salleged to have
been violated.

(d) Effect of appeals. The taking of
an appeal will not stay the operation
of any order.

(e) Preparation of appeals. (1) Gen-
eral requirements. An appeal shall be
clearly marked ‘Ref: Appeals Board
for the U.S. Department of Commerce,
Washington, D.C. 20230.” and shall be
in letter form. The appeal and accom-
panying material should be filed in du-
plicate, unless otherwise fndicated,
and & copy simultaneously served on
the Director, Office of Munitions Con-
trol, Department of State, Washing-
ton, D.C. 20520. If the submission of
two copies of all accompanying docu-
ments or exhibits would place anun-
due burden on the petitioner, waiver
of this rule may be requested at the
time the request is filed.

(2) Oral presentation. The Appeals
Board may grant the appellant an op-
portunity for oral argument. The Ap-
peals board will set the time and place
for oral argument and will notify the
parties, ordinarily at least 10 days
before the date set.

(3) Records. Records on appeal will
be made available for inspection and
copying by the appellant or his duly
authorized representative, upon writ-
ten application. The application
should be made to the Appeals Board,
U.S. Department of Commerce, Wash-
ington, D.C. 20230. It must identify
the material or information to be in-
spected or copied, and the purposes
for which it is sought.

() Decisions. All appeals will be con-
sidered and decided within a reason-
able time after they are filed. An
appeal may be granted or denied. in
whole or in part, or dismissed at the
request of the appellant. The decision
of the Appeals Board will be final.
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§128.14 Proceedings confidential.

Proceedings under this Part are con-
fidential, excepting any orders issued
therein. Reports of the Hearing Com-
missioner and coples of transcripts or
recordings of hearings will be available
to parties and, to the extent of their
own testimony, to witnesses. All rec-
ords are available to any U.S. Govern-
ment agency showing a proper interest
therein.

§128.15 Orders containing probationary
periods.

(a) Revocation of probationary peri-
ods. A debarment or interim suspen-
slon order may set a probationary
period during which the order may be
held in abeyance for all or part of the
debarment or suspension period, sub-
Ject to conditions stated therein. The
Director, Office of Munitions Control,
without notice to any person to be af-
fected thereby, may apply to the
Hearing Commissioner for an order re-
voking probation have been breached.
The facts in supoort of the application
will be presented to the Hearing Com-
missioner who will report thereon, and
make a recommendation to the Direc-
tor, Bureau of Politico-Military Af-
fairs. The Director, Bureau of Politico-
Military Affairs will make a determi-
nation whether to revoke probation
and will issue an appropriate order.

(b) Hearing—(1) Objections upon
notice. Any person affected by an ap-
plication upon notice to revoke proba-
tion, within the time specified in the
notice, may file objections with the
Hearing Commissioner,

(2) Objections to order without
nolice. Any person adversely affected
by an order revoking probation with-
out notice may request that the order
be set aside by filing his objections
thereto with the Hearing Commission-
er. The request will not stay the effec-
tive date of the order or revocation.

(3) Requirements for filing objection.
Objections filed with the Hearing Com-
missioner must be submitted in writ-
ing and in duplicate, and a copy must
be simultaneously served on the Office
of Munitions Control, Department of
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State. Denials and admissions, as well
as the facts of any mitigating circum-
stances, which the person affected in-
tends to present must be set forth in
or accompany the letter of objection
and must be supported by evidence. A
request for an oral hearing may be
made at the time of filing objections.

(4) Determination. The application
and objections thereto will be referred
to the Hearing Commissioner. An oral
hearing, if requested, will be conduct-
ed at an early convenient date, unless
the objections filed raise no issues of
material fact to be determined. The
Hearing Commissioner will report the
facts and make s recommendation to
the Director, Bureau of Politico-Mili-
tary Affairs, who will determine
whether the application should be
granted or denied and will issue an ap-
propriate order. A copy of the order
and of the Hearing Commissioner's
report will be furnished to any person
affected thereby.

(c) Effect of revocation on other ac-
tions. The revocation of a probation-
ary period will not preclude any other
action concerning a further violation,
even where revocation is based on the
further violation.

§128.16 Extension of time.

The Hearing Commissioner, for good
cause shown, may extend the time
within which to prepare and submit
an answer to a charging letter or do
any other act required by this Part
128.

$128.17 Availability of orders.

All debarment orders, orders impos-
ing civil penalties, probationary peri-
ods, and interim suspension orders are
available for public inspection in the
Public Reading Room of the Deaprt-
ment of State.

NoTE: The recordkeeping and reporting re-
quirements contained in Subchapter M have
been approved by the Office of Manage-
ment and Budget in accordance with 44
U.S.C. 3509.
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PART 130—INFORMATION ON PO-
LITICAL CONTRIBUTIONS AND FEES
OR COMMISSIONS IN CONNEC-
TION WITH THE SALE OF DEFENSE
ARTICLES OR SERVICES

Sec.

130.01 Definitions.

130.11. Obligation to furnish information
to the Office of Munitions Control, De-
partment of State.

130.12 Information to be furnished to the
Office of Munitions Control, Depart-
ment of State.

130.13 Supplementary reports.

130.21 Information to be furnished by
vendor to applicant or supplier.

130.22 Information to be furnished to ap-
plicant, supplier or vendor by reciplent
of fee or commission.

130.23 Recordkeeping.

130.31 Confidential business information.

130.32 Other reporting requirements.

130.33 Utilization of and access to reports
and records.

AUTHORITY. Sec. 604(b), Pub. L. 94-329 (90
Stat. 728) (22 U.8.C. 2T719); sec. 212, Pub, L.
94-329 (90 Stat. 729) (22 U.8.C. 2778); secs.
101 and 105, E.O. 10973, 25 FR 10469.

Source: Dept. Reg. 108.729, 41 FR 40608,
Sept. 20, 1976, unless otherwise noted.

§130.01 Definitions.

For the purposes of this part:

(a) “Applicant” means any person
who applies to the Office of Munitions
Control, Department of State, for any
license or approval required under this
subchapter for the export of defense
articles or defense services valued in
an sunount of $100,000 or more which
are being sold commercially to or for
the use of the armed forces of a for-
eign country or international organiza-
tion. This term also includes a person
to whom the required license or ap-
proval has been given.

(b) “Supplier’ means any person
who enters into a contract with the
Department of Defense for the sale of
defense articles or defense services
valued in an amount of $100,000 or
more under section 22 of the Arms
Export Control Act (22 U.S.C. 2762).

(¢) “Vendor means any distributor or
manufacturer who, directly or indi-
rectly, furnishes to an applicant or
supplier defense articles valued in an
amount of $100,000 or more which are
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end items or major components as de-
fined in §121.14, or any person who,
directly or indirectly, furnishes to an
applicant or supplier defense services
valued in an amount of $100,000 or
more when such articles or services
are to be delivered (or incorporated in
defense articles or defense services to
be delivered) to or for the use of the
armed forces of a foreign country or
international organization under:

(1) A sale requiring a license or ap-
proval from the Office of Munitions
Control, Department of State under
this subchapter; or

(2) A sale pursuant to a contract
with the Department of Defense
under section 22 of the Arms Export
Control Act (22 U.S.C. 2762).

(d) “Defense articles” and “defense
services” have the meaning given
those terms in paragraphs (3), (4) and
(7) of section 47 of the Arms Export
Control Act (22 US.C. 2794 (3), (D),
(D). When used alone with reference
to commercial sales, “defense articles”
means items on the U.S. Munitions
List (§121.01) and ‘‘defense services”
means technical data relating to those
items as further defined in § 125.01.

(e) “Political contribution” means
any loan, gift, donatior: or other pay-
ment of $1,000 or more made, or of-
fered or agreed to be made, directly or
indirectly, whether in cash or in kind,
which is:

(1) To or for the benefit of, or at the
direction of, any foreign candidate,
committee, political party, political
faction, or government, or government
subdivision, or any individual elected,
appointed or otherwise designated as
an employee or officer thereof; and

(2) For the solicitation or promotion
or otherwise to secure the conclusion
of a sale of defense articles or defense

services to or for the use of the armed
- forces of a foreign country or interna-

tional organization. Taxes, customs
duties, license fees, and other charges
required to be paid by applicable law
or regulation shall not be regarded as
political contributions.

(f)(1) “Fee or commission” means,
except as provided in paragraph (£X2),
any loan, gift, donation or other pay-
ment of $1,000 or more made, or of-
fered or agreed to be made, directly or
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indirectly, whether in cash or in kind,
and whether or not pursuant to a writ-
ten contract, which is:

(1) To or at the direction of any
person, irrespective of nationality,
whether or not employed by a affili-
ated with an applicant, a supplier or a
vendor; and

(1) For the solicitation or promotion
or otherwise to secure the conclusion
of a sale of defense articles or defense
services to or for the use of the armed
forces of a foreign country or interna-
tional organization.

(2) The term “fee or commission”
does not include:

(i) A political contribution or a pay-
ment excluded by paragraph (d) of
this section from the definition of po-
litical contribution;

(ii) A normal salary (exciuding con-
tingent compensation) established at
an annual rate and paid tc a regular
employee of an applicant, supplier or
vendor;

(iii) General advertising or promo-
tional expenses not directed to any
particular sale or purchaser; or

(iv) Payments made, or offered or
agreed to be made, solely for the pur-
chase by an applicant, supplier or
vendor of specific goods or technical,
operational or advisory services, which
payments are not disproportionate in
amount with the value of the specific
goods or services actually furnished.

(g) “armed forces” means the army,
navy, marine, air force and coast
guard, as well as the national guard
and national police, of a foreign coun-
try. This term also includes any mili-
tary unit or military personnel orga-
nized under or assigned to an interna-
tional organization.

§130.11 Obligation to furnish information
to the Office of Munitions Control, De-
partment of State.

(aX1) Each applicant shall inform
the Office of Munitions Control, De-
partment of State, as to whether ap-
plicant and/or its vendors have paid,
or offered or agreed to pay, in respect
of any sale for which a license or ap-
proval is requested:

(1) Political contributions in an ag-
gregate amount of $5,000 or more, or
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(ii) Fees or commissions in an aggre-
gate amount of $100,000 or more.

If so, applicant shall furnish to such
office the information specified in
§130.12. The furnishing of such infor-
mation or an explanation satisfactory
to the Director of the Office of Muni-
tions Control why all the information
cannot be furnished at that time shall
be a condition precedent to the grant-
ing of the relevant license or approval,

(2) The requirements of this para-
graph shall not apply in the case of an
application with respect to a sale for
which all information specified in
§ 130.12 which is required by this sec-
tion to be reported shall already have
been furnished.

(b) Each supplier shall inform the
Office of Munitions Control, Lsepart-
ment of State, as to whether supplier
and/or its vendors have paid, or of-
fered or agreed to pay, in respect of
any sale:

(1) Political contributions in an ag-
gregate amount of $5000 or more, or

(2) Fees or commissions in an aggre-
gate amount of $100,000 or more.

If so, supplier shall furnish to such
office the information specified in
$ 130.12. The information required to
be furnished pursuant to this para-
graph shall be so furnished no later
than 30 days after the contract award
to such supplier, or such earlier date
as may be specified by the Depart-
ment of Defense. For purposes of this
paragraph, a contract award includes a
purchase order, exercise of an option
or other procurement action requiring
a supplier to furnish defense articles
or defense services to the Department
of Defense for the purposes of section
22 of the Arms Export Control Act (22
U.S.C. 2672).

(c) In determining whether an appli-
cant and/or its vendors, or a supplier
and/or its vendors, as the case may be,
have paid, or offered or agreed to pay.
political contributions in an aggregate
amount of $5,000 or more in respect of
any sale so0 as to require a report
under this section, there shall be in-
cluded in the computation of such ag-
gregate amount any political contribu-
tions in respect of the sale which are
paid, by or on behalf of, or at the di-
rection of, any person to whom the ap-
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plicant, supplier or vendor has paid, or
offered or agreed to pay, a fee or com-
mission in respect of the sale. Any
such political contributions shall be
deemed for purposes of this part to be
political contributions by the appli-
cant, supplier or vendor who paid or
offered or agreed to pay the fee or
commission.

(d) Any applicant or supplier which
has informed the Office of Munitions
Control under this section that nei-
ther it nor its vendors have paid, or of-
fered or agreed to pay, political contri-
butions or fees or commissions in an
aggregate amount requiring the infor-
mation specified in § 130.12 to the fur-
nished shall subsequently furnish
such information within 30 days after
learning that it and/or its vendors
have paid, or offered or agreed to pay,
political contributions or fees or com-
missions in respect of a sale in an ag-
gregate amount which if known to ap-
plicant or supplier at the time of its
previous communication with the
Office of Munitions Control, would
have required the furnishing of infor-
mation under §130.11 at that time.
Any report furnished under this para-
graph shall, in addition to the infor-
mation specified in § 130.12, include a
detailed statement of the reasons why
applicant or supplier did not furnish
the information at the time specified
in paragraph (a) or paragraph (b) of
this section as applicable.

$130.12 Information to be furnished to
the Office of Munitions Control, De-
partment of State.

(a) Every person required under
§130.11 to furnish information speci-
fied in this section in respect of any
sale shall furnish to the Office of Mu-
nitions Control, Department of State:

(1) The total contract price of the
sale to the foreign purchaser;

(2) The name, nationality, address
and principal place of business of the
applicant or supplier, as the case may
be, and, if applicable, its employer and
title;

(3} The name, nationality, address
and principal place of business, and, if
applicable, employer and title of each
foreign purchaser, including the ulti-
mate end user, invelved In the sale;
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(4) Except as provided in paragraph
(c), a statement setting forth with re-
spect to such sale:

(i) the amount of each political con-
tribution paid, or offered or agreed to
be paid, and/or the amount of each
fee or commission paid, or offered or
agreed to be paid; -

(ii) The date or dates on which each
reported amount was paid, or offered
or agreed to be paid;

(ili} The recipient(s) of each such
amount paid, or intended recipient(s)
if not yet paid;

(iv) the person(s) who paid, or of-
fer:d or agreed to pay such amount;
an

(v) The aggregete amounts of politi-
cal contributions and of fees or com-
missions, respectively, which shall
have been reported.

(b) In responding to paragraph
(a)(4) of this section, the statement
shall;

(1) With respect to each payment re-
ported, state whether such payment
was in cash or in kind, and if in kind,
include a description and valuation
thereof (where precise amounts are
not gvailable because a payment has
not yet been made, an estimate of the
amount offered or agreed to be paid
shall be provided);

(2) With respect to each recipient,
state:

(i) Its name;

(ii) Its nationality;

(iii) Its address and principal place
of business;

(iv) Its employer and title; and

‘(v) Its relationship, if any, to appli-
cant, supplier, or vendor, and to any
foreign purchases or end user.

(¢) In submitting a report required
by $130.11, the detailed information
specified in paragraphs (aX4) and (b)
of this section need not be included in
the case of payments which do not
exceed:

(1) $2,500 in the case of political con-
tributions; and,

(2) $50,000 in the case of fees or
commissions.

In lieu of reporting detailed informa-
tion with respect to such payments
the aggregate amount thereof shall be
reported, identified as miscellaneous
political contributions or miscella-
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neous fees or commissions, as the case
may be.

(d) Every person required to furnish
the information specified in para-
graphs (a) and (b) of this section shall
respond fully to each subdivision of
those paragraphs and, where the cor-
rect response is ‘“‘none” or “not appli-
cable,” shall 50 state.

§130.13 Suppiementary reports.

(a) Every applicant or supplier who
is required under §130.11 to furnish
the information specified in §130.12
shall submit a supplementary report
in connection with each sale in respect
of which applicant or supplier has pre-
viously been required to furnish infor-
mation if:

(1) Any political contributions aggre-
gating $2,500 or more or fees or com-
missions aggregating $50.000 or more
not previously reported are pald, or of-
fered or agreed to be paid by applicant
or supplier or any vendor;

(2) Subsequent developments cause
the information initially reported to
be no longer accurate or complete (as
in the case where a8 payment actuslly
made is substantially different in
amount from a previously reported es-
timate of an amount offered or agreed
to be paid); or

(3) Where additional details are re-
quested by the Office of Munitions
Control with respect to any miscella-
neous payment or payments reported
under § 130.12(c).

(b) Supplementary reports shall be
sent to the Office of Munitions Con-
trol, Department of State, within 30
days after the payment, offer or agree-
ment reported therein or, when re-
quested by the Office of Munitions
Control, within 30 days after such re-
quest, and shall include:

(1) Any information specified in
§ 130.12 required or requested to be re-
ported and which was not previously
reported; and

(2) The Munitions control license
number(s), if any, and the Department
of Defense contract numbers(s), if
any, related to the sale.

§130.21 Information to be furnished by
vendor to applicant or supplier.

(a) Every applicant or supplier:
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(1) In order to determine whether it
is obliged under § 130.11 to furnish the
information specified in § 130.12 with
respect to a sale; and

(2) Prior to furnishing such informa
tion to the Office of Munitions Con-
trol, Department of State, shall obtain
from each vendor, if any, from or
through whom the applicant acquired
defense articles or defense services
forming the whole or a part of the
sale, and such vendor shall, except as
provided in paragraph (e), forthwith
furnish to such applicant or supplier
upon the latter's request, a timely
statement containing a full disclosure
by the vendor of all political contribu-
tions or fees or commissions paid, or
offered or agreed to be paid, by vendor
with respect to such sale. Such disclo-
sure shall include responses to all the
information pertaining to vendor re-
quired to enable applicant or supplier,
as the case may be, to comply fully
with 8§ 130.11 and 130.12.

(b) At the time of making its request
of a vendor under paragraph (a) of
this section, the applicant or supplier
shall also request the vendor to fur-
nish from time to time such supple-
mentary reports as may be necessary
to enable the applicant or supplier, as
the case may be, to comply fully with
§8130.11, 130.12 and 130.13. Each
vendor shall, except as provided in
paragraph (e), furnish such supple-
mentary reports in a timely manner.

(¢) Applicant or supplier shall in-
clude any political contributions and
any fees or commissions paid, or of-
fered or agreed to be paid, by each
vendor in determining whether appli-
cant or supplier is required under
$130.11 to furnish information speci-

‘fied in §130.12, and if so required,

shall include the information fur-
nished by each vendor in providing
the information specified.

(d) Any vendor which has been re-
quested by an applicant or supplier to
furnish an initial statement under
paragraph (a) of this section shall,
except as provided in paragraph (e),
furnish such statement in a timely
manner and not later than 20 days of
receipt of such request.

(e) If the vendor believes that fur-
nishing information to an applicant or
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supplier In a8 requested statement
would unreasonably risk injury to the
vendor's commercial interests, the
vendor may furnish in lieu of the
statement an abbreviated statement
disclosing only the aggregate amount
of all political contributions and the
aggregate amount of all fees or com-
missions which have been pald, or of-
fered or agreed to be paid, by the
vendor with respect to the sale. Any
abbreviated statement furnished to an
applicant or supplier under this para-
graph shall be accompanied by a certi-
fication that the requested informa-
tion has been reported by the vendor
directly to the Office of Munitions
Control, Department of State. The
vendor shall simultaneously report
fully to the Office of Munitions Con-
trol all information which the vendor
otherwise would have been required to
report to the applicant or supplier
under this section. Each such report
shall clearly identify the sale with re-
spect to which the reported informa-
tion pertains.

(I3 1) If upen the 25th day after the
date of its request to vendor, applicant
or supplier has not received from
vendor the initial statement required
by paragraph (a) of this section, the
applicant or supplier shall submit te
the Office of Munitions Control a
signed statement attesting to:

(i) The manner and extent of appli-
cant's or supplier's attempt to obtain
from vendor the initial statement re-
quircd under paragraph (a) of this sec-
tion;

(iiy Vendor's failure to comply with
this section; and

¢iii} The amount of time which has
elapsed between the date of appli-
cant's or supplier's request and the
date of the signed statement;

(2) The failure of a vendor to comply
with this section shall not relieve any
applicant or supplier otherwise re-
quired by §130.11 to submit a report
to the Office of Munitions Control,
Department of State, from-submitting
such a report.

APPENDIX IV

§130.23

$130.22 Information to be furnished to
applicant, supplier or vendor by recipi-
ent of fee or commission.

(a) Every applicant or supplier, and
each vendor thereof:

(1) In order to determine whether it
is obliged under §§130.11 or 130.21 to
furnish information specified In
§ 130.12, with respect to a sale; and

(2) Prior to furnishing such informa-
tion shall obtain from each person, if
any, to whom it has paid, or offered or
agreed to pay, a fee or commission in
respect of such sale a timely statement
containing a full disclosure by such
person of all political contributions
paid, or offered or agreed to be paid,
by it or on its behalf, or at its direc-
tion, in respect of such sale. Such dis-
closure shall include responses to all
the information required to enable the
applicant, supplier or vendor, as the
case may be, to comply fully with
§8130.11, 130.12 and 130.21.

(b) In obtaining information under
paragraph (2) of this section, the ap-
plicant, suppiier or vendor, as the case
may be, shall also require each person
to whom a fee or commission is paid,
or offered or agreed to be paid, to fur-
nish from time to time such reports of
its political contributions as may be
necessary to enable the applicant, sup-
plier or vendor, as the case may be, to
comply fully with §§130.11, 130.12,
130.13 and 130.21.

(¢) 'The eapplicant, supplier or
vendor, as the case may be, shall in-
clude any political contributions paid,
or offered or agreed to be paid, by or
on behalf of, or at the direction of,
any person to whom it has paid, or of-
fered or agreed to pay, a fee or com-
mission in determining whether appli-
cant supplier or vendor is required by
$8130.11, 130.13 or 130.21 to furnish
information specified in § 130.12.

§130.23 Recordkeeping.

Each applicant, supplier and vendor
shall maintain a record of any infor-
mation it was required to furnish or
obtain under this part and all records
upon which its reports are based for a
period of not less than six years fol-
lowing the date of the report to which
they pertain.
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§ 130.31

§130.31 Confidential
tion.

(a) Any applicant, supplier or vendor
who is required to furnish information
under this part may identify any in-
formation furnished hereunder which
it considers confidential business in-
formation. No person, including any
applicant or supplier, shall publish, di-
vulge, disclose or make known in any
manner, or to any extent, not author-
ized by law or regulation any informa-
tion so identified by a vendor or other
person.

(b} For purposes of this sectlon,
“confidential business information”
means commer.aal or financial infor-
mation which by law is entitled to pro-
tection from disclosure. (See e.g., 5
U.8.C. 552(b) (3) and (4); 18 US.C.
1905; 22 U.8.C. 2778(e), Rule 26(ecXT),
Federal Rules of Civil Procedure).

business informa-

§130.32 Other reporting requirements.

The submission of reports under this
part does not relieve any person of any
requirements to furnish information
to any federal. state or municipal
agency, department or other instru-

APPENDIX IV

Title 22—Foreign Relations

mentality as required by law, regula-
tion or contract.

$130.32 Utilization of and access to re-
ports and records.

(a) All information reported and rec-
ords maintained under this part shall
be made available, upon request, for
utilization by standing committees of
the Congress and subcommittees
thereof, and by United States Govern-
ment agencies, in accordance with sec-
tion 39(d) of the Arms Export Control
Act (22 US.C. 2779(d)), and reports
based upon such information shall be
submitted to Congress in accordance
with sections 36(a)8) and 36(b)1) of
that Act (22 US.C. 2776(aX8) and
(b)(1)).

(bX1) All reports and records identi-
fied by an applicant, supplier or
vendor as confidential business infor-
mation under § 130.31 shall be protect-
ed against disclosure in their utiliza-
tion to the extent provided by law.

(2) Nothing in this section shall pre-
clude the furnishing of information to
foreign governments for law enforce-
ment or regulatory purposes under in-
ternational arrangements between the
United States and any foreign govern-
ment.
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DEPARTMENT USE ONLY
PM/MC DATE REC'D. ESC/C DATE REC'D.

UNITED STATES OF AMERICA DEPARTMENT OF STATE
APPLICATION FOR REGISTRATION

. Applicant's name, sddress & tel. no.

-

NEW PM/MC COMPANY CODE

Telephone no.: J
2. Current PM/MC applicant code: ls_ $ enclosed for years’ registration
4. Applicant is: [ individuat O partnership 5. Applicantis: [0 manufscturer snd/or ] exporter of Munltlens List articles
O company [ corporation
6. Incorporation or corr of i : date city & state
7. Principal executive officers, partners, ownears:

Nams Homas address Position Citizanship

Munitions List articles manufactured and/or exported

o«

Caregory Commodity furchasing U.S. Gov’'t. Agency

9. Names & addresses of applicant’s wholly- and partially-owned U.S. subsidiaries

10. Names & addresses of applicant’s wholly-and partially-owned foreign subsidiaries

11. Name, address & tel. no. 'of applicant’s Washington, DC representative 12. Name, address & tel. no. of applicant’s parent company
13. Does applicant submit separate Federal income tax (T:m\;?_ #[j ;:s o []Wn‘on T
14. Applicant’s statement: Under penalty according to Federal law, |, |15. Corporate seal:

warrant the truth of all statements made herein.
(typed namej |

{See 22 CFR 127

(signature)

- —‘1 titte) (date)

FORM DSP-9 FORM APPROVED
3-76 (DESTROY PREVIOUS EDITIONS) 1-APPLICATION OMB NO. 47-R0020

108




APPENDIX VI APPENDIX VI

(DEPARTMENT OF STATE USE ONLY}

SEAL

signature
License hereby grantad to spplicant 10 export from United States to desti-
netion indicated the described commodity naw in U, S, territory in the
quantity given, provided commodity beers no U. S. military security

clauitication LICENSE VALID FOR
12 MONTHS FHOM
(DO NOT REPRODUCE THIS LICENSE (121.20(c) ) LICENSE NO. ABOVE DATE
UNITED STATES OF AMERICA DEPARTMENT OF STATE

APPLICATION/LICENSE FOR PERMANENT EXPORT OF UNCLASSIFIED
IMPLEMENTS OF WAR AND RELATED UNCLASSIFIED TECHNICAL DATA

TR

JOOBET 3. Country of Ultimate Destination 4, Probable Port of

nm;\ g% ?
‘n‘u‘n Exit From U. S,

1. Date Prapared 2. PM/MC Apoplicant Cods

5. Applicant’s Name, Address, ZIP Coda, Tel. No.

&. Names and telephons numbers of U, S. Government personnel familiar
with the commiodity

7. Name, State and number of i contact if U. S, Gov-
erament needs addmonal information,

talephone number:

B, QUANTITY 9. COMMODITY (Foilow instructions carefulily) TULIST 1. VALUE

12. TOTAL VALUE: $

14, Specitic purpose for which the material is required, including specific
program/end item

DGR

U\A

'a.»q.n"n.u [N |’:',n.’n‘;' N A

13. Sourco or manufacmr« of commod-tv

16. Name and sddress of seller in United States 16. Nama and address of consignor in United States

0o ey,

X ”;'\"»'\ T n i ¥ ’n"'.'v't'.‘p N S R A N TR q'.'::\:.:r:"vn“),\_i;v;t".Z:;‘:."';a:.:' VA, t:.‘yb;\:.:l;l:b;t):';ﬁ:.:} A

VORI RVW
0‘,“'0‘.'.’ oY '. ’

17 N-m- .nd lddrnl of ?orelgn consignee 18. Name and address of foreign end-user

20. This application represents: [ ONLY completely new orders,

19. Name and nddren of {oreign intermediate consignee CIQNLY the unshipped balance of license no.
NOTE: APPLICATION CAN NOT INCLUDE @OTH

21. The IDENTICAL commaodity []was licensed to the country in block
3under licenseno. . ;[T waslicensed to other

countries under license no. e : O never ticensed for this

22. If commoadity is being provided under a Fareign Military Seles {FMS) o i applicant
Grand Aid {GAD) program, state which ___ and give the case —
no. . 23. In this transaction, applicant is: [ government

S [Jagent/manutacturer D freight 1orwarder

24. LICENSE TO BE SENT TO —
NAME i 26 APPLICANT'S STATEMENT {SEE INSTRU( Tl()A S/

I, e et 1 e, NEPEDY ADPIY fOr B
| (TYPED NAME)
I license to complete the transaction described above, warrart the truth of
ait statements made herein, and ackncwledge, understand and will comply
“wnth the provisions of Titte 22 CFA 121-128 and any ccndinions and
limitations imposed. »

STREET
CITY AND STATE 21P CODE _signature SN S ——
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CONDITIONS OF ISSVANCE
V. A dicense to export artickes on the US Munitions List is issued under the conditions cited in 22 CER 121-128 including the provisos, i spphicsble, that

A. 1t shall not be constiued as implying US Government approval or commilmen: o authotize future exports of any aiticle seqaipment -t hawal
data) on the Munitions List, or any US Government commitment with regard to any proposed manutacturing license or techaical assivtinoe sgivements
which may result from an guthorized export.

B. If a license is issued for technica) dats only it does not authurize the export of ary cuipment. i a license is issued for ¢quipment only 1t does not
authorize the export of any technical data unless specifically covered by an exempticain 22 CFR 125,41,

C. The applicant’s commitments to the US Government are being met,
2. The issuance of this license does nat release the licensee from complying with uiher requirements of US law and regulations.

3. The prior written approval of the Depastment of Statec must be oblained before 1S Munitions List articles exported from the US under license may be
resold, diveried, transferred, tansshipped, reshipped, or reexported 10, or used in any vouniry other than thal desyribed on the license as the country of
ultimate destination.

RETURN OF LICENSE

This license must be returned to the Office of Munitions Control, Department of State. Washington, DC 20520 when: (1) the total-value authorized has been

shipped; (2) the applicant states there will be no farther shipments; (3) the date of expiration is reached; or {4) when requested by the Office of Munitions

Contral.

CUSTOMS AND POSTAL ENDORSEMENT

Indicate below which I TEM on the face of the license is BE/NG FXPORTED and maintain a CONTINUING BALANCE of \he remaining value:

QUANTITY L COMMODITY } SHIPMENT VALUE DATE] SED NO. R | honTOREXL

TOTAL AUTHORIZED:

REMAINING BALANCE:

F——

REMAINING BALANCE:

e

REMAINING BALANCE:
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APPENDIX VII

U.5. DEPARTMENT OF COMMERCE - BUNEAU OF THIE CENSUS — BUREAU OF INTERNATIONAL COMMIRCE Fom Approved 0M.B. No. 41-R0397

SHIPPER'S EXPORY DECLARATION

OF SHIPMENTS FROM THE UNITED STATES
Export Shipments Are Subject Te U.S. Customs Inspection

READ CARIFULLV THE INSTRUCTIONS ON SACK TO AYOID DELAY AT SHIPPING POINT
For shipments te feretgn countri » suthantication af the Shipper’s Exun Declaration is required, the axport declaration must

FORM NO.
3\

CONFIDENTIAL - For use solaly for efficial purposes
suthorized by the Sacretary of Commerce. Use for ynauthors
(z0d purpones i3 not pemitted. (Title 15, Sec. 10. 9I(-)
C.F.R.; . T(c) Expaet Admnmuvluaﬂ Act of 196%,
P.L.9!-184)

Custems Aushentication (Far Customs use only)

{SEPY. 18, 1971}

(See Inetmctions

-
Reversa Side)

e procented o and authenticated Uy Cuuuu and 8 copy 10 the 8 COITier Prior 10 OXpoet
Deslorations Shnl‘ ba Typawritton or Fraperad in Ink
DO NOT USE THIS AREA DISTRIZT poRY COUNTRY (Fof Cul’h;mn
only,

File Na. (For Customs use oniy)

2. METHOD OF TRANSPORTATION (Check one):
[T vEsseL (inci. ferry) ) AiR [C] OTHER (Specity)

V. PROM (U.S. Port of Export)

Ze. EXPORTING CARRIER (If vesnel, give name of ship, Hiag and pier mamber. If air, give name of airline.)

3. EXPORTER (Principal or seiler ~ licenses) ADORESS (Number, yireet, place, Stats)

4, AGENT OF EXPORTER (Forwarding agent} ADDRESS (Number, atreet, place, State)

5. ULTIMATE CONSIGNEE ADDRESS (Place, country)

4. INTERMEDIATE CONMGNER AODRESS (Place, country)

7. FOREIGN PORT OF UNL.OADING (For veseel and air shipments only) . PLACE ANG COUNTRY OF ULTIMATE ODESTINATION (Not plece of transshipment)

VALUE AT US PORT

NUMBERS AND KIND OF PACKAGES, DESCRIPTION OF

OF EXPORT

COMMODITIES, EXPORT LLICEHSE NUMBER, sHIPP: F
EXPIRATION DATE (O GENERAL LICENSE SYMBOL) | wirons neroranes| Oa auanTir S-I::‘M::ﬂ o;ucdo-r‘nt
in detari ro permit (REQUIRED FOR > SCMEDULE B NET QUANTITY nof sold, includin
MARKS AND NOS. fication of the r odity mamders VESSEL AND “: COMMODITY NO SCHEDULE 8 UNITS ml-lndn‘.'rﬂ‘ll. insur-
Do net use geners! terma. AR SHIBMENTS Oa (Stote unit) . P°""; charges
Inaert required licente tnionmation on line onLY wo INaare "’:h"h!;““;")v
below deecription of each item.) ] et ".m 7:'.“:."'
n {10} 1) {12y (13) 4 {15)

16, WAYRILL OR MANIFEST NO. (of Exporting Carrier) 17. DATE OF EXPORTATION (Not required for shipments by vessel)

10, THE UNDERSIGNED HERESY AUTHORIZES
YO ACT A% FORWARDING AGENT FOR EXPORT CONTROL AND CUSTOMS PURPOSES

{Name and addreas — Numbar, stree!. place, State)

{DULY AUTHORIZED
OFFICER OR EMPLOYEE!

EXPORTER [ A4
. 19,1 CERTIFY THAT ALL STATEMENTS MADE AND ALL INFORMATION COMTAINED (N TRIS EXPORT CECLARATION ARE TRUE AND CORRECT | AM AWARE OF THE PENAL TIES
PROVIORD FOR FALSE REPRESENTATION. (See paragrapha | (c) and (¢) on reverse side.}

HONATURE

. secretary,

(Duly suthorised vllicar o1 amployes of exporter or named forwarding agent) fName of corporation or hrm. and capacily of aigner,
export

manager, erc.)

Decloration sheuld be made by duly muthorized officer or employee of exporter or of ferwarding agent DO NOT USE THIS AREA

by enperter. .

#If shipping weight is nes svailable for each Schadule B item listed in column {13} included in cne
o more 5, 100Gt the appreximete gr weight for sach Schedule B item.  The total of these
outimated wei should ogual the acmal we of the -mrc package or packages.

S0 Forni, ( with an """ snd exports of do'utu: meschandise pro-
ot n e United Sranes o1 changed in condiiion in the United States with & "D." (Ses matructions
an roverne side.)

All copias of the u.ﬂ declaretion, bill of (ading, and commercial inveice mudt show & dastinstion
comtrel masement, when required. (Ses Department of Commerce Export Contro! Regulstions.}
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INSTRUCTIONS FOR THE USE OF THE YELLOW SHIPPER'S EXPORT DECLARATION
(Commerce Form 7525-V)
(Follow Carefully to Avoid Delay at Shipping Point)

1. GENERAL PROVISIONS OF LAV AND REGULATIONS (f} For shipments by rail, truck, or other vehicle requiring more than one rail C_l:a

(a) Vessels shall not be cleared for foreign ports until lxﬁml deciaations covering teuch or other yehicle, separste d'Cl""""'T,' l"’ required for the merchandise carri
the cargo, or its pants, have been delivered 1o customs st the point of exportation by abroad each such rail car, truck or othet vehicle. " )
the owners, shippers, or consignors (hereol. Similm &m\tiuioua apply to exportations (ﬁLShippa L] nyoﬂ Declarations are for use solely for official purposes authorized
by rail, air, vehicle, or ferry. A declaration ahall not be used 1o zm‘:t any expodtation by the Secretary of Commerce. Use for unauthorized purposes is not permitted. n
Jl;r :hee;?yintion date <‘:|' the expost license referred ta therein except as specifically accardance with the peovisions of llwr Elpn': Ad.lumlrctllm Act II!‘_III.L oreign Trade
suthoriz. expart reguiations. istica Hegul infy icn from the export arations wi !

(8] A declaration presented to 8 Customs Director or Postmaster and used 1o elfect disclosed caly when the Se y hes that the thereof ia contrary
]nu portati ruE!d-u dity for which h'-‘he d ey n({i)cehnu ﬂl a general 1o the notional intereat.
icense is re: , constitutes a represeniation by the exporter thet all ststements
B s ves [orth i the declaration have been (uished oy him or on his 1i1. EXPLANATION OF TERMS
behalf for Lhe gurpose of effecting an exp ion in dunce with the export cantrol fiem ! ‘'United -States Port of Export” — Insert United States Customa port of
regulations; () that the exportation of the commodity described in the declaration is exportation in terms of Schedule D, *'Claasification of U.S. Customs Districta and
(-;}ht:iuﬁ under the general or :l_lid.lled export license identified in |l|l\e clnnlicmﬁ Ports for U.§. Foreign Trade Statistics.”

that in d re id I in all respecia wit! o o . .
the contents of the validated export licemse ar lhe terma, provisions, and conditions of ter m’_‘g,‘:} :';.T"':':: "2;:";’0"".“09’?,“.."'0""&:?.”%?,‘[ ?Yc"::ﬁl '(,L':il":‘;‘
the applicable gtne{a licleqse; and lﬂ)ﬂl#n nllholher terms, T'i‘m" and conditions Jiem 2; “Exgarting Carrier” — In addition to ch \ing the nt'lll;d"uf ’ i

the export control regulations applicable 10 the exportation have been met. . y A 3 A

(e} It is unlawful under United States laws and requlations for any person, whether If? "’T,.g' ,.’up,:ﬁ;ryu':e;:;zeo?I;’.'::ru‘;:h:h?; |h:.‘p?dr:“‘:.ere"lm:fl.lr:i" give :’-::igl
or not_situated 1n the United States, knowingly to m-ﬁ any false or mslesding repre- .;:fi'",‘ If *Other’’ {rail, vehicle, etc.), give name of cerrier and identification by
:gnlltlion, l;nleamem. orlcleniﬁc'"w‘l xg 10 fal ui!y'?r anculo?n mal:ri-l fact, :_hel!uer aumber or other dg',m‘“iu;,, " '
irectly 10 the Buresu of international Commerce, the Bureau of the Census, any district - & . ; .
Uirectoe of customs, of an official of any other United States agency, or )’ndinclly "p";:t' If.;enfc‘?gr”;"m;“[{:m&'d“l"q"fn‘{.;:':{gb";:Aﬁ:.“:nz‘?fw‘hc%l:';‘.‘tm
::m""" any “tf:hpe::m o ’:;'"" m“»’m"ﬁg:""ﬁ“m:“"fsﬂ'ﬂ::' ;’lﬂ':&:m.‘l’ifm"r license in confarmity with export control regulmions.

liem 4. “Agent of Exporter’’ — State name of duly suthorized forwarding sgest of

transabipment o¢ diversion of any such or the
named exporter. See paragraph Il (c).

in eflect of any document mlnlmuﬂ export contral, or in the course of an iavestigstion port ~ o . 3

or other action inatituted under the authority of the Expors Administration Act or ) ftem 5. “Ultimate Consignee™ — Ultimate consignee (whethes by sale in LS. or

Any person who knowingly violates any provision of ssid Expoet Adminisiation Act of sbroad, or by consignment) shall be person named as ultimate comaignee in validaved

19{9 ar any regulation, order, or license issued thereunder shal! be fined nat more than export license or authorized to be ultimate consignee under applicable genersl licenae

$10,000 or imprisaned not mare than one year, or both. For a second or subseq in y with export control regulations.

offense, the nmmkr shali be fined not more than three times the value of the exports ftem 6. "'l diate (. gnee’’ - | 'y ahall be on _nased

gv:lwidim szahw?._‘iicbm;r ';. T o ""5"'3'3""57"( net mote ldnsn c’"i years, or a8 such 10 validsted export llcensa..; or -uthorize«: to act aa ."-.ch under applicable
th. aport Admtinistration Ac , Jec, 6. &) St S App. 3). nersl license and 10 conformity with ex, control regulation. nome, Mate 'nome.’

{d) Commodities which are intended 1o be, or sre being, o have been, exporied in ntermediale consignee should be inserted if known at E:e of suthentication.
violation of the export control lew and the ] Igated th der, are liem 7. '‘Foreign Port of unloading” — Foreign port of unioadieg ., foreign port
Ea‘:lbi;g:« "[? l;en\grns;:ﬂlen;ﬂipg. muzg?im;z-hiog.clni:ll‘eorndﬂ |hrn}cd1 of June 15, 1917, .Lnkﬂct‘;h?‘ merrlhtndlse YI“ dbe unl?en. from l?e exporting carrier apecified in item 2a)

. 30, Title VI, Sec. I, tat, 223,22 U.5.C. Sec. 401, ay amended. shou shown [or vessel and air shipments only.

(e) It ia a criminal offense for any person to knowiuigly make 1o the Bureau of the Jeem 8. *Place and Country of Litimate Destination’' - The Final place and coum
Census or the Buresu of lnlma‘igmlr E‘onmrge any false or misleading statement or of destination, nol the place of tranashipment, should be shown in the spsce provid

p ion relacing vo ial on the Shipper’s Eaport Declaration, subject o 3 for “‘Place and Country uf Ultimate Destination.” ial care should be taken to give
maximums penalty of $10,000 fine or impriscament ot § years, or both (18 L.S.C. Sec. 1001). the final place and cuunl;r of destination for goods shipped through Cansda, United
s (f) Shij Pr'a expﬁm dec'l‘;nlliun:bn;ubt 'l,’.j’?f liled lo'; -hipmﬁnts b!(:cen the Lsy.med Kihnsdm. Canal Zo':le. (i:lll e.shparhor c«plm s LL' e‘d ¢ Bnlivi-‘or ir h 10

e 'werto Rica, i rom it ates or Puenio Rico 1o American Samoa other councries, such as throy, ile or Peru, destine or .
and the Virgin Islands of the United States,

(g) For instructions. regarding the use of this form for parcel-post exportations, see . DESCRIPTION OF ARTICLES, QUANTITIES, AND VALUES
current United States Postal Menval, Chapter 2 One cugy of the_declaration should be Coiumn 9.~ Insert marks and numbers.
wailed by postmaster to: Export Documem Control, Foreign Trade Statistics Un, Column 10. - Insert number and kinds of packages, description of commodities
Bureay Dry‘h Census, Room ;ﬁ’— Building 66, Jeffersonville, Indsans 47130, export hicenss number, and expiration date, orrrneruldlncﬂ;u symbol. Cc;mmodiueu;

t be d bed b ture and quantity in sufficient detail 1o permit verification o
ILSHIPPER'S EXPORT DECLARATIONS (Commarce Form 7525-V) s e e ey Tambors sesimed. " The descrption of the srticles must be

(s) Must be made in triplicate for shipmenis by vessel, air, rail, car, vehicle, and definite and complete, preferably the common ¢ | name of the specific stticle,
ferry for all merchendise shipped to foreign countries, including Canada, where thal and must confocrm with that set forth i the validated export license or with the require.
country is not the final destination. For shigments (inally destined to Caneds, and ments of the applicable general lcense. Gemeral terms such as ™ da,””
between the Linited States and Puerto Rico and fron: the Uniled States or Puerte Rico Hgroceries,”’ “meats,” etc., are not sufficient. Catalog numbers or other characteriatic
to American o8 or the Virgin Islandy the arations must be made in duplicate, trade identifications should be used where they wi auc scription. Identification

Ameri Saane he Virgin Islands the decl 9l de identifi hould b d wh h 1 h de: |dentificati
Under ex; control regulstions, additional copies mayv be required by the Bureau of or description by trademark or brand name should oided where pasaible.

T xpost o ¥ al °PV \ quir F P
ehipped intra ‘]‘I’"l':"f;:;‘ ‘(:: iy St":‘“ 4{525- "‘r'-"“‘! not be filed for "'9”""“115“ Columa {1, — Insert gross weight in pounds for vessel snd sir shipmeats oaly.
L:'?Shi.?’.‘ Export eDec“l‘lmion. ltc:- mrff:ir°cm5°'$:' a::m‘e’::‘e eF!E)rm"Z';?"; C;‘“"&'_‘ 2. a ?ﬁily "::_'hﬂ cfhéoglttlit I?' fomignh o:&u Exports ulldenenii
should filed.) merchandise include commodities which are {e,‘"’" N uce, or menu acture of
. E f [

(b) For shipments to foreign countires, the exparter or his forwarding agent (duly :fn:h::i:gh i‘,;l:;d ml’: n’x‘l‘edoguh(::lﬂ imports, and -l:ii:h, :l the limeafuo
sytharized by a Uf""'l pawer of altomey, or by specific power of attomey in item 18, are in the same condition as when imported. Commodities of foreign origin which hwve
of the export declasation form} or a duly suthorized officer or employee of either must been changed in the Lnited States from the form in which they weve imported, or which
;‘r" the onginel °°P¥.°‘ the declaration in the space provided for signature. The name bave been enhanced in vabue by further manufacture in the United States, are considered

the corpocation or Finp and the capacity of Lhe signer (secretary, export manager, etc.) s ‘‘domeslic’’ commodities.
wust be set out in the line captioned “‘For’’ in ilem 19. Jath is not required on the The above definition of the disti between forei handise ia
declaration, but the provisions of law and F‘ﬁ")cmd"‘zl ]"l“hl;““‘“ b I]'f'h"t'? r“I" imended only for use in reporting column {12) on this export degnlrnuom and is
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