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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. 
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COMPTROLLER GENERAL'S 
REPORT TO THE CONGRESS 

U.S. MUNITIONS EXPORT 
CONTROLS NEED IMPROVEMENT 

DIGEST ------ 

The U.S. munitions export control systp is 
not working as it should, and cannot‘xe 
depended upon to ensure that munitions are 
not exported without a license or that ship- 
ments made under license conform to the 
license terms.2 Controls over commercial 
munitions exports are less effective because 
munitions export shipments are not inspected 
for compliance with the law, regulations, 
or export license terms. 

c Responsibility for export controls is di- 
vided between the Commerce Department, the 
State Department's Office of Munitions Control,i':'f:)'ii" ') 
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 

Tear Sheet. Upon removal, the report 
cover date should be noted hereon. i 



--automation in monitoring the progress of 
applications through the review process 
and to further reduce response time to 
license applications. 

."I 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 in.accuracies in 
management information data of the Office of 
Munitions Control. 

liThe errors by Customs and deficiencies in aW& 
Office of Munitons Control data processing 
procedures have made the Office's reports 
to th 

e 
Congress on munitions exports inaccu- 

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 
o@i" export compliance programlwith 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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--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. 37.1 

--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 personnel 
inform the Office of all noted violations of 
munitions export regulations 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 Customs1 
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 
applications1 1 + 

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

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 
inspectlons, 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 
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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 
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it validated (compared to the license by Customs for confor- 
mance with the license terns and stamped or marked by Customs 
as being approved). Customs gives a copy of the SEC 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 inple- 
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 intranait control document containing 
a false statement or misrepresenting or omitting a material 
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fact for the purpose of exporting 'any article or technical 
data for which license approval is required * * * .I' L/ 

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 

L/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. 
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(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 
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 Department 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 
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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. 
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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. In 
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 
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shipments during their inspections, nbr 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 
Commerce 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 
munitions 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 violations 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 example, 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 monitor 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. 



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.n 

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 (11.2 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. 
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Information 
Source 

Customs: 
Inspectors (note 
Office of 

Investigations 
Other Customs 

Bureau of Alcohol, 
Tobacco and Fire- 
arms (Treasury) 

FBI 
Drug Enforcement 

Administration 
Border Patrol 
Commerce Department 
Other Federal 

agencies 
State or local 

authorities 

Number of cases 
Los San 

Boston New York Angeles Francisco 

al 5 7 

34 46 
1 4 

6 3 44 16 
1 8 18 5 

1 

6 4 7 6 

2 3 27 8 

21 

205 
22 

10 
6 

6 

100 
10 

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 
Commerce 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. 



Customs' Neutrality Investigations 

Comparison of Four-Region Sample to Customs Total 

Fiscal Year 1977 

Boston 

New York 

Los Angeles 

San Francisco 

Sample total 

Number 

Percent of 
Customs total 

Customs total 

Number of cases 
opened and/or 

closed Arrests Seizures 

49 5 

55 2 2 

269 31 85 

115 1 8 - - 

Value of 
Seizures 

(000 omitted) 

$187 

67 

43 

12 - 

488 34 100 $309 X = -- 

14 23 42 10 

3,482 146 238 $2,962 

Source: Enforcement accomplishments for fiscal year 1977 
Department of the Treasury 
U.S. Customs Service 
Office of Investigations 



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 
Semiautomatic 
Handguns 
Shotguns 
Rifles 
Explosives 
Other 

Explosives 
Ammunition 
Aircraft 
Vessels 
Vehicles 
Electronic 

equipment 
Military equip- 

ment and parts 
Other 

9 
2 
8 
2 
8 
0 
7 
5 
3 
1 

4 

10 

9 
2 

10 

1 

57 24 
35 7 

130 69 
2 2 

57 11 
2 2 

32 27 
5 1 

48 8 
5 7 

2 

2 

7 4 7 
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. 



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. .On the other hand, OMC routinely 
approves certain types of applications for which precedence 
has been established. 

We noted that a far greater percentage of disapproved 
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. 

OK k'orkload Statistics 

Quantity and approval/disapproval as percentage of total processed 
License type FY 1974 FY 1975 FY 1976 FY 1976T FY 1977 

and action taken Quantity Percent Quantity Percent Quantity Percent Gntity Percent Quantity percent 

LEP-5, Perlmnt eqmrt 
‘of unclassified Muni- 
tions List articles: 

Received (note a) 
&pxv3d 
Disapproved 

Total 16.281 

EP-85, Permanent export 
of classified Muni- 
tims List articles: 

Received (note a) 572 
?$q.xoved To3 
Di sapprwsd 58 - 

mta1 463 - 
- 

DSP-73, Ter+orary export 
of uclassified Huni- 
tions List articles: 

I&ceived (note al 
&SL.‘t-wed M 
Ci sap~~roved 13 

'Dota 1 

t&P-61, Teqxxary in&mt 
of unclassified Muni- 
t1ons List articles: 

Heceived (note a) 411 - 
&1~mxd 377 
Cl s~rovd 3 - 

lbtal 195 - 

99 
1 - 

100 - - 

a7 
13 - 

100 - - 

99 
1 - 

100 
= 

99 iii 
1 1 - - 

100 664 - - 

17.848 
--.- 

537 
3-n 

a5 - 

538 - - 

96 
4 

100 - 

99 
1 

100 - - 

a4 
16 - 

100 - - 

98 
2 - 

100 - - 

99.a 
0.2 

1oo.c -- 

18 049 
16,nl 

238 

16,349 

625 
3-n 
112 - 

632 - - 

c30 
855 

3 - 

a58 - 

320 
n-i 

' 6 - 

217 - 
- 

Yl 
3 - 

100 - - 

412 
m 

23 - 

3c5 - - 

99 
1 - 

100 
-Y 

C2 
18 - 

100 - - 

97 
3 - 

100 
Z.Z 

99.7 
c.3 

100.0 -- 

93 
7 - 

100 - 
- 

f 88 
II 12 - 

2.2 100 - 

1,124 100.0 -- 

521 - 
406 92 

34 e - - 

440 100 - = - 

~/~y-<how ‘!, tt,r dct~al number received r::inus those returnee without actlorl because the dpplIcatior~ wdS 
incoml,lctc or if.lllru[$erly dorle, etc. 

* 98 
73 2 -- 

4.497 gg 

i+$ 98 
2 -- 

s =~ 100 

121 613 
% 80 5Zl a3 

24 20 111 17 -- -- 

120 100 639 100 - - - 
- - - = 

368 - 
362 94 

23 6 -- 

385 100 - - =: 

1 847 
1,681 93 

119 7 -- 

E 100 
-= 

232 
225 100 

1,146 
7,123 99.9 

I 0.1 -- 

225 100 -- - - - 
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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. 

Commenting ayency 

Defense Department 

State Department 
regional and func- 
tional bureaus 

Arms Control and 
Disarmament Agency 

National Aeronautics 
and Space Admin- 
istration 

State Department 
Assistant Secretary 
for Human Rights and 
Humanitarian Affairs 

a/ An application may 
bureau, or agency. 

Number of 
applications Percentage 

routed to of 
agency (note a) Objection objections 

39 35 90 

44 18 41 

10 3 30 

3 

3 3 100 

be routed to more than one office, 



Reasons for disapproving applications are shown below. 

Reason 
Number of 
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. 

Reliability of equipment is questionable. 

1 

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

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 regularly 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 OPEC 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 
own 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. 



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 premises 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- 
quired 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 OK.- 

--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 
,i;f;rt controls also covered export controls as an extra 

She spent only about 10 hours a week on export 
con&o1 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 r 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. In 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 3.0.24 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 regulations; 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 
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the SED figures shown on OMCFs co.mputer 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. In 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. 

Obvious 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 orereturned 1976 and 1977 licenses 
were questionable. The error rate for our estimate is lo.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 loo-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 questionable 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. 



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 SRDs 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 lO/ 2,'76 14,417 1,194 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 
16,9!46 17,9:: 

66 
29890 l/ 3/78 17,946 
35123 3/30/78 448 448 448 



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. 

License Expiration 
n&r date 

Value 
authorized 

Per 
OMC 

Value shipped 
Per Per 
custans licensee 

02036 8,'20/76 $3,996,400 $ - $ - $ - 
03341 10/31/76 7,485 - 
07290 l/14/77 100 - 100 
07705 12/ 4/76 35,400 - 35,400 

09027 12/31/76 
25336 lO/ 5/77 
27396 11/U/77 
26590 2,&O/78 

102,980 16,047 16,047 16,047 
10,801 68 68 5,512 
7,792 - 

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 S/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. 

--On 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 OK'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 SED 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 proqrams 

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 adequate 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. 

--Amend 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'secretarv 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 
validation process. 

If a decision is made to retain the current system, we 
wouldyecommend 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 SEXIs 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 recommend 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 svstem 

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 question 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, 



--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. 



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 



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 ONC'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, 



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. 

GAO response 

Our review did not include evaluation of the adequacy 
of Customst 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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--If 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. 



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 two purposes-- (1} 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 Commerce 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 SECs. 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. If validation of munitions SEDs by 



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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SPECIFIC EXAMPLES OF ERRORS IN 

DOCUNENT 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 
number Value of license 

44072 $ 30,000 
44071 800,000 
44074 6,000 

43782* 33,212 

C-04220* 1,532,200 
39867* 100,936 

35515* 2,083 
46555* 168,142 
35289 5,782 
35331 1,254 
34424 1,975 
47938 10,898 

Value of shipments 
Percent of 

overshipment 

$ 123,225 311 
1,796,668 125 

187,190 3,020 

45,802 38 

2,594,532 69 
113,730 13 

36,045 1,630 
238,675 42 

7,089 23 
18,232 1,354 
18,936 859 
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. In 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. In two other locations when 
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specific quantities were authorized, the quantity shipped 
was not consistently noted on the back of the license. In 
another location, a Customs export control clerk stressed 
the difficulty of keeping track of the quantity 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. If 
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 J!fl and write 
5 next to the item. If three were shipped subsequently, she 
drew a line through the 5 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. In 
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 
lo-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 posting 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, both 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. 
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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 quantity 
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. In 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 
number, quantity, unshipped balance, and expiration date 
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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, l-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 
regulations should pinpoint responsibility for compliance 
to eliminate some of the more obvious errors. 

Extorts without license on file 

The ITAR requires that licenses be filed with Customs 
prior to any shipments. In 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 
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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 SE&i 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. P.t 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 SEDs. In a lo-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 requlations 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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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 standpoint 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 I , 

1250 
1200 
1150 
1100 
1050 

A World Total 
0 Europe 

0 International Organizations 

D Near East and South Asia 

l 

H East Asia and Pacific 
- - Latin America 

Africa 
lOOO- 

500 
450 

950 - 

400 
350 
300 

900 - 

250 

850- 

200 

800- 

150 

750- 

100 

700- 

50 

650- 
600- 
550- 

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, Defense Security Assistance Agency. Figures for FY 1968-1970 
and International Organizations are from the December 1977issue. FY 1971-1978 are 
from the December 7978 issue. 

59 



APPENDIX III APPENDIX III 

COMPARATIVE LEVELS 

FMS SALES, DELIVERIES, AND COMMERCIAL EXPORTS 

Fiscal 
year 

1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976* 
1977 
1978** 

Foreign Military Sales 
Sales agreements Deliveries 
No. of No. of 

countries Amount countries Amount 
(mTll%iis) (ITGi-mis) 

60 

2 

z; 
65 
69 
71 

:: 
67 

$ 1,185 
1,184 
1,156 
1,389 
3,061 
4,480 

10,741 
13,938 
13,233 
11,342 
13,534 

63 

fi; 

6': 
70 
70 
75 

:: 
79 

$ 987 66 $ 257 
1,277 72 251 
1,342 72 438 
1,372 130 428 
1,460 127 481 
1,516 131 362 
3,178 126 502 
3,479 124 547 
5,933 131 1,407 
7,132 131 1,523 
7,699 133 1,485 

Commercial exports 
No. of 

countries Amount 
(mV%iis) 

* 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) 

0 121.01 Tiflo 22-Podgn Rolofh6 

SUBCHAPTER M-INTERNATIONAL TRAFFIC IN ARMS 

Norr For regulations which rupemede 
certain provisions of thh Subchapter M. see 
27CFRPUt47. 

PART ltl-ARMS, AMMUNITION, 
AND IMPLEMENTS OF WAR 

ENVMWATION 01 ARTlcLw 
sec. 
121.01 The US. munitioN Wt. 

DR?wmons AND INYxxmxrAnoNr 
121.02 Equipment. 
121.03 Significant comkot equipment. 
121.04 Firearm% 
121.05 cartridge uld ahell a&g. 
121.06 Military demolition blocks and 

blasting w 
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AUIHOIUYY: Sec. 414. as amended, 88 Stat. 
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10973. 26 FR 10469; sec. 6. Departmentai 
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and Redelegatlon of Authority No. 104-2-A. 
18 FR 7231. 

&una~ Dept. Reg. lOB.BOS. 34 FFt 12029. 
July 17. 1969. unless otherwise noted. 
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ENUMERATION 01 ARTI- ’ 

9 121.01 The U.S. munitiona lit 
Pursuant to the authority cited 

supn the followlng articles I are 

I’mc term “article” shall mean any of the 
arms. ammunition, and implements of war 

hereby designated as arms, ammuni- 
tlon, and implements of war. 

CATxooRr I-FIREARMS 
(a) Nonautomatic and semiautomatic fire- 

arms. to caliber 30 inclusive. shotgun8 with 
barrels less than 111 inchu in length, and ail 
componenid and party the&or tue 
M 121.03 and 123.30 through 122.34). 

(bl Automatic Iireti and ali compo- 
nents and Paris therefor to caiiber 50 inclu- 
rive (see f 121.031. 

(cl Insurgency-counkrinaurgency type 
firearm6 or other weauons havinx a rxx&ai 
military application regardleas Of cailber: 
and all componenta and pa& therefor. 

(d) Firearnui silencera 
te) Bayonets and specifically dexigned 

components therefor. 
(f) Rifiescopea (except sporting type 

sights including optical) and 8pecificahy de- 
rigned components therefor. 

CATXOORY II-AxYxLLxaY Aim Pxarrcrou 
(a.) GUM over caiiber .50, howitzers, mor- 

tars, and recoillem rifiea. 
(b) Military flame throwers and pro&c- 

ton. 
(c) Components and parta including, but 

not limited to. mounts and carriages for the 
artides in paragraphs (a) and (b) of thh at- 
enory. 

cAlg;oRY III--IYION 
(a) Ammunition for the VIM in Catego- 

ries I and II of this section (see M 123.03 and 
121.04). 

(b) The following components. par&. ac- 
cessories. and attachments: Cartridge cases. 
powder bags, bullets, jackets. cores, shells 
(excluding shotgun). projectiles. boosten. 
fuxes and components therefor. primer& 
and other detonating devices for such am- 
munition tree 5 121.04). 

tc) Ammunition belting and linking ma- 
chines. 

(dl AmmunItion manufacturing machinea. 
and ammunition loading machine6 (except 
hand IoadingL 

CATWORY It’-t.AUNCH vXliICLW. OUIDW 
MxssxLEs. BAx.LIa1c MxssrLw. ROCHUS. 
Tonrxnoxss. B~MM, m MINES 

(a) Rockem (except meteorological sound- 
lng rockets). bombs, grenades. torpedoes. 
depth charges, land and naval mines. and 
demolition blocks and blasting cape (are 
8 121.05). 

and technical da& relating thereto enumer- 
ated in the U.S. Munitions List (see 
f 123.3B). 
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Choptar I-Department of SW0 
(b) UWtCh VChkh36. WiCkd d8Silci, UId 

balltitlc miasila, trcticlil and strakgi~. 
(c) Apparatus, devices, and materixle lot 

the handUn& control, activation. dctectlon, 
pr&ctfon. dIschug& or dctonatlon 02 the 
artlclu In paraura& (al and (b> of thlrr at- 
egory (see 4 121.061. 

(d) Missile and rpece vehicle powerPlmta. 
te) Mllltary exlrloslve excav8tlo devices. 
(I) Ablative matcrtal6 fabriakted or remI- 

fabricated from adVRmcd cOm~t.el te.g., 
silka. graphite. carbon, and boron illa. 
mental for the articlea in thie ategory 
when clearly idcntlflablc M urns, unmunl- 
tlon. and Implemcnb of war, includina the 
tape wrapplng and other technlqucs for 
their productiOn. 

(g) All apcclfieally dcdrncd components, 
puts. urxllwdcs. attachments, and amoci- 
atcd cqulpment Zor the artklca ln t&to cate- 
wry. 
CATmoRY Y-mo?ELunYa, Ex?umvlrr. ARD 

~IICRRDIARY A- 

g121n 

opcd or designed for WC Ln such Mnta OT 
facilittc8*<aec) 122.UL 

CAYBORY WI-Tnnru MD XILKAET 
YUIIcLlD 

w lllitary type armed or armOurcd Mbc 
cles. military nllway tralnr. and vehlcka 
fitted with, designed or modified to - 
madate mountings for arm8 or other apc&l- 
k-cd military equipment. 

(bl Military tank& tank recuvcry vehJt&, 
half-tmcb and mm canlem. 

tc) Self-propelled @uns and h~wltxera 
(d) Military trucks, Mlua hoIsta, rpd 

skids specifically designed for oarryb~ rd 
handling the articles in mh <aI of 
Catecortes III and IV; mIlltary mobile npb 
fi~$PgfmyY depencd to rl-vlm - 

te) Yilltuy r&~ve,ry vehfclca. 
(f 1 Amphibious veillcles Mce Il21.01). 
(I) All rpecifieally dcfdllncd corn- 

part& Rccca6Oric8.8ttachmcnk and amed- 
ated equlpmont, including mllltary bridge 
and &ep water fording kitr Zor the VtLbr 
In thlr cateeory. 
CAYmoRY YIII--AIcurr. S?AcERA?T. Au 

AWOCIAYRD EQu1non 
tab Aircraft including hel5coptei-8 &- 

signed, modified, or cquippcd for mUI- 
purpacr, including but not limited to tbt 
follow& Qunncry. bombinr; rocket, u 
mlasilc launchIn& electronic survelll~, 
rcco~ance. rcfuelinp, acrlal m8pphl. 
military liaison. cargo carrying or dropp& 
pmonnel dropplnr. mflltuy trrlwa, 
dronu. and lighter-than-air aircraft (me 
f 141.ltL 

(b) Spacecraft ineluding marmed and ) 
manned, active and paaslve 6atellitea 

tc) Yilitary aircraft ensinca. except m 
rod.Sng engines, and spacecraft en@%n 
1pecIfical1y designed or modif led fg $! = 
Craft8lld S~WB?C~tin~ 
(b) of thb ateron. 

(d) Airborne cqulpment, includIng but ti 
llmlted to &borne refueling cqulprnd 

(a) PropeIlants for the articles ln Cam 
ries III and IV of this Mctlon (me Il21.00). 

(b) MU.ary explosives tsce ) 121.10). 
tc) Wlltary fuel thbkenem tree f 121.111. 
(d) Military pyrotechntcr CXCePt (I1 no&- 

ritant smoke and (II) other pyrotechnic m 
terials having dual military and commercial 
WC. 

CArmoRY YI-YmsRI.8 or WAR AND SncIAL 
NAVAL E~UI~MBXT 

(a) Warships. amphibious warfare vessels, 
landing craft, mine warfan vcsscls. patrol 
vessels. auxiliary vessels. eeticc craft& 
floating dry docks. and experimental types 
of naval ships tue 0 121.12). 

(b) Turretrr and #un mounts, wile 5ys- 
terns, rmsting gear, special weapon6 Sya- 
terns. protective rystcms, rubmarine storage 
battcrics. catapulta and other comrKment6, 
parta, attachment& and acccssorlca epecffl- 
rally dcsigncd for aambatant veruels, inch& 
ing but not limited to, battkshipr, command 
ship& aided missile ships. cruisers, alrcraft 
curlem. destroyers. frigate%. cseorts, mine- 
rwcepers. and rubmariner. 

tc) Submarine and torpedo neta and mine 
sweeping equipment. Components, parts. at- 
tachmenlr and roceauortes 6pecificaUy de- 
rlgncd thercfor. 

(d) Harbor cntrancc magnetic. .~reasure. 
and acowtb detectiOn devicea. controls and 
components thereof. 

te) Navai nuclear propulsion plant& thclr 
land prototypes and special facllitlea for 
their construction, support, and mainte- 
nance, Includlna any machlncry. devIcC. 
component. or equipment specifically devel- 

*Applleatlons for licensl~l the extort 1 
any such machinery. device. comp4ncnt. (I 
equipaaent. or technical data relating thab 
to. will not be aranted if the. or0WIJ 
export does not~cohe within the m&c-of I 
existing Agreement for Coopration & 
Mutual Defense Purposes concluded purrs 
ant to the Atomic Energy Act of 19M. I 
amen&d. wlth the government of the COI) 
try to ahlch the Item will bc export& 
unleaa the JIccnae application lnvolvc6 II; 
Item (a) which b Identical to that in w b 
an undw3sifled clvillan nucleu l30werplti 
and its furnkhing das not disckc lta rtk 
tlonship to naval nuclear propulsion, and 
(b) whkh L not for use In a nav81 prop& 

sion plmt. 
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9 121.01 

rnecifically des@ned for w with the air- 
cmft, ram.cecrrJt. and enginec of the type8 In 
paragraphs (a). (b). end (cl of this category. 

tc) Launching. arresting, and recovery 
equipment for the artlcles in fWegrcph8 (a) 
end (b) of this catylory. 

(1) NonexpmsWe balloon8 in excecu of 
8,000 cubic feet capacity. except ruch ty’uea 
UT ue in normal snorting w. 

w Power 6UPpkS endenergy aourccs epc- 
clfically designed for rprc&crrlt. 

(h) Components, parts. eceesaorles. et- 
tachments. and associated equipment SW 
cifkally deslghed or modified for the arti- 
cles in paragraph8 (a1 through fgl of thin 
category, exchrding pronellem used with re- 
ciprocatlng engines and aircraft tires. 

(1) Developmental aircraft components 
known to have a signlflcant military appll- 
cation, excluding aircraft componenta can- 
ceming which Federal Aviation Agency CeP 
tlflcation is scheduled. 

(j) Parachutes. except such types 8s are in 
normal sporting uee. 8nd complete canao- 
pies, harnesses, end platforms, and electron- 
lc release mechanisms therefor. 

tk) Oround effect machines N3EMSl. in- 
cluding surface effect machines and other 
air cushion vehicles. except such machines 
as are in normal commercial use. and all 
comnonents oartc. accessories. rttschments. 
and associatk e&pment speclflcally de- 
signed or modified for use with such ma- 
chines. 

(1) Inertial systems, and speclflcslly de- 
signed components therefor, Inherently ca- 
pable of yielding accuracies of better than 1 
to 2 nautical miles per hour circular error of 
probability tc.e.p.1. 

for handling guided missile fuel, milltuy 
crash helmets, UquId oxygen converters 
used for aircraft (enumerated In Category 
VIIIta)l mlrsiilcs. catalmlts, and cartridge- 
Rctuat4?d ckvIcf?a utuiscd In emugeDcY 
aape of personnel from alrcraft &tnuner- 
ated In Category VIIIf8)). 

(c) Protectfve 8ppwel and eouipment spe- 
cifically deelgned for w with the Uteelcs in 
paragraphs (al through cd) ln CItegory 
XIV. 

(d) Components, parts. umatories, ettach- 
men& and aesociated equipment speclfical- 
ly d&gncd for use with the articles ln pua- 
gmphs (a). fbl and tc) of thiu ategory. 

CATwonY XI-MILrYAxY MD &Acx 
ELRCTRO~IU 

(a) Electronic eaulpmcnt not inoludcd in 
Category XII of the Munltion8 List easlgned 
a military designation or specifkally de- 
signed. modified or configured for mihtary 
appllcatlon. including but not lfmkd to the 
following items: 

(1) Underwater sound eauipment includ- 
ing long towed umys. electronfc beam 
formed 8onar. target cla8siflcation equlb- 
merit. and spectrographic displaya eearoh. 
acquisition, tracking, moving target India+ 
tlon and lmfaglng radar systerm~ ectlve and 
passive countermeasures, counter-counter- 
measures: electronic fuses: ldentffiatlon 
systems: command, control and communka- 
tiom systems, and regardless of designation, 
any experimental or developmental elec- 
tronic equipment specifically deeigned or 
modified for military application. or for use 
with a military system, and 

(2) Simple fathometers: underwater tele- 
phones; elcctro-mechanicrrl beam former 
onam and elementary sonobuoys; weather, 
navigation and air traffic control radar rys- 
tems: navigation. guidance, object-1ocat.lng 
methods and means: disola~a: and tclemc- 
tering&guipment. - - 

(b1 Space electronics: (1) Electronic equip 
ment specifically designed or modified for 
spacecraft and apaceflight, other than 
equipment specifically designed or modified 
for use with communications satellites 

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

(cl Electronic systems or equipment dc- 
elgned. configured, used, or intended for w 
In (Karch. reconnaissance+ collection. moni- 
toring, direction-finding, display. enalysls. 
and production of information from the 
electromasnetk spectrum for intelligence or 
security purnoses. 

(dl Components, puts. accerriorles. attach- 
ments, and associated equipment spcclflcxl- 
ly designed &k use or current! y used with 
the equipme@t&i paragraphs (a) through 
(cl of this cmgory. except such Items ss are 
in normal commerci81 use. 

CATEGORY Ix--MILITARY TRAIRIHG 
EiQUIPYENT 

(al Military training eoulpment include 
but ia not Ilmlted to attack trainers, radar 
tuget trainers, r8du target Icenerators. 
gunnery ttainlng devices, mtisubmarlne 
warfare trainers, target egulpment. arma- 
ment training units, fll#ht simulation de- 
vices, operational flight trahers. flleht slm- 
ulators, radar trainers. Instrument flight 
trainers and navigation traincm. 

(b) Components, parts. accessories, attach- 
menis. and associated equipment rpeclflcal- 
ly deslgned or modlfied for the articles in 
paragraph tal of this category. 

CATC~ORY X--z-;;rz Psnsornu 

(a) Military body armor (including ar- 
mored vests). flak suits and components and 
parts epeclfically designed therefor; mlliiary 
helmets. including liners 

(bl Partlal pressure suits,, pressurised 
breathing equipment, military oxygen 
mash, anti.“G” suits. protective clothing 
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CATcGOllY XII--Ernr ConmoL. RANGE 
~~DClt, OPI'ICAL MD GUXDAXCC AND COW 
lltoLEOuIPvm 

(a) F’lre control systems; gun and mlsslle 
tracking and guidance syrtema; mllltary In- 
frared, Image lntenslfler and other nlght 
slghtlng and night vlewing equipment; mlll- 
tary masers and mllltary lasers: gun laying 
equipment: range, posltlon and height Bnd- 
ers and spotting Instruments; rlmlng devices 
(electronic. gyroscopic, optic, and acoustlc); 
bomb dghls. bomblng computers. mllftary 
television sighting and viewlng units. Iner- 
tial platforms, and per&copes for the arti- 
cles of this WetIon. 

(b) Entertlal and other weapons or #pace 
vehicle guidance and control systems: apace- 
craft guidance. control and stabillaatlon 8y8- 
terns; mtro compasses: and star trackers. 

tc) Components. parts, accessories. attach- 
ments. and aaaocmted eqmpment specIfIcaL 
ly designed or modlfled for the articles In 
paragraphs to) and (b) of this category, 
except such Items as are In normal commer- 
clal use. 

CATcoonY XIII-AUXlLIAItY MILITARY 
Eeumum 

(a) Aerial cameraa. apace cameras. special 
purpose mlllary cameras, and specialized 
processing equipment therefor; military 
photolnterpretation, stereoscopic plotting, 
and photogrammetry equipment, and spe- 
clfically deslgned components therefor. 

(b) Speech scramblers. privacy devlces. 
cryptographic devices tencoding and deccd- 
Inn). and sneclflcallv desIgned comwnentg 
therefor, ancillary e&lpm&t. and &peclal- 
ly devised protective apparatus for such 
device. components. and equipment. 

tc) Selfcontalned dlving and underwater 
breathing apnaratua designed for a military 
purpose and tpeclfically designed compo- 
nenta therefor. 

(dl Armor elate. 
te) Conce-alment and deception equip 

merit, including but not hmlted to. special 
pdnta. decoys, and simulators. component& 
pa~Wfo~d accessories speciflcally desIgned 

(1) En&y conversion devlces for produc- 
ing electrical energy from nuclear, thermal, 
or solar energy, or from chemical reactlon. 
specifically designed or modified for mUi- 
tary applkatlon. 

(g) Chemllumlnescent compounds and 
solid state devices specIfIcally designed or 
modlfled for military appllcatlon. 

4 121.01 

(a) Chemical agents. including lung lrrl- 
tan& vecicants. Iachrymators, and tear 
gases. rtemutatom and lrrltant smoke. and 

nerve gases and incapacltrtlng agent4 bee 
4 121.08). 

(b) SiologIcal agenta adapted for use In 
war to produce death or dlaablemont in 
human beings or animal& or to dmare 
crow and plants 

tc) Equipment for dissemlnatlon. detoc- 
tlon. and ldentiflcatlon of, and defense 
agalnst the u(lcler ln paragraphs (a) and 
(b) of thla Category We) 123.31). 

(d) Nuclear radiation detection and meas- 
uring devices. except such devlceii as are tn 
normal comme&al use. 

tel Componenta. parts. accemorles, attach- 
ments. and iaodated equipment rpecIflcal- 
ly designed or modified for the articles In 
ppratwaphs tc) and (d) of this category. 

CATEGORY XVI-NI~CLUR WCAPOIW DCWGI# 
ARD TEST E~UIPN~ ’ 

(al Any artkle. material, equipment. or 
device. which C rpeclflcally d&gned or rpe- 
clfically modIfled for use In the de&n, de- 
velopment. ot fabrIcatlon of nuclear weap- 
OM or nuclear txploslve devIcea 

(bl Any arttele, materlal, equipment. or 
device. which tC speclfically designed or rpe- 
clfically modWed for use In the devMng. 
carrying out, Q evaluating of nuclear weap 
ens tests or my other nuclear explorrlotu 
except such Items aa are In normal commer- 
cl81 use for o&her purposes. 

(cl Cold Whode tubea nuch aa krytrona 
and sprVtron 

CATEGORY ~I~--CLASSlPICD bTICLC6 
All articles Including technical data relat- 

ing thereto. not enumerated herein. con- 
talning Information which Is classified as re- 
quiring protection In the Interests of nation- 
al defense. 

CATEGO~ XVIII-Tmm~cu DATA 

Technical hta relating to the artlclea des- 
lgnnted in thf subchapter as arms. ammunl- 
Uon. and lmglements of war (see 4 125.01 for 
de.&;yg3e )122.11 for exemptlonr; 8ee 

tar Submersible veasela. manned and un- 
manned. dtxIgned for military purpwea or 

‘See IlrUS. See also Department of 
Commerce Export Regulations. 16 CFFt 
373.7. 

‘Any #uubacmible vessels. oceanographic 
or af3socIatcd equipment rssigned a mllltary 
designation shall constitute an article on 
the U.S. Mamltions List, whether expressly 
enumerated therein. 
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havlng Independent capablllty to maneuver 
vertically or horlwntally at depths below 
1.000 feet or powered by nuclear propulsion 
plants. 

(bl Submersible vessels, manned Or un 
manned, deslgned In whole or In part from 
technology developed by or for the U.S. 
Armed Forces. 

(cl Any of the articles in Categorter VI, 
IX. XI, XIII. and elsewhere ln ) 121.01 of 
this subchapter that may be used wlth rub- 
merslble vessels. 

(dl Equipment, components. nuts. aeces- 
sorles, and attachments designed speelflcal- 
ly for any of the articles In naragraphs (a) 
and (b) of this category.* 

CATWOW XxI-tRlSIiRVW~ 

CATWORY XXII--Mrsc!aLLANwus AaTICLM 
Any article and technlcal data relating 

thereto not enumerated herein having sig 
nlficant mllltary applicability, determined 
bv the Director. Offke of Munltlons Con- 
trol, Department of State. in consultation 
with appropriate agencies of the Oovem- 
ment and having the concurrence of the De. 
partment of Defense. 
(Redelegation of Authorlty No. 104-7-A. 35 
FR 5423.5424, 
[Dept. Reg. 108.GG7. 34 F’R 13274. Aug. 16, 
1869, as amended by Dept. Reg. 108.629, 36 
FR 19016. Dec. 16. 1970; Dept. Reg. 108.830, 
35 FR 19994. Dec. 31. 1970; Dept. Reg. 
108.646, 36 RR 20939. Nov. 2. 1971; Dept. 
Reg. 108.650. 36 FR 24800, Dec. 23, 1971; 
Dept. Reg. 108.608. 37 FR 14894, July 22. 
1972; Dept. Reg. 108.733. 42 3% 16617, Mar. 
2V.19771 

DE~FIWITI~NS AND IHTERPR~ZATIONS 
# 121.02 Equipment 

The term “equipment” as used in 
this subchapter. unless it appears oth- 
erwise in the context, means any nrti- 
cle (see footnote 1. d121.01) not ln- 
eluding technical data. The terms 
“equipment” and “article” include (a) 
experimental equipment being devel- 
oped for military use, and (bl models 
and mockups (with or without moving 
parts) if they reveal any information 
relating to the use, operation. mai&?- 

“Items. including technical data relating 
thereto. for submarine nuclear propulsion 
plants which upon review are determined to 
have significant naval nuclear propulsion 
applicability will be considered as naval nu- 
clear propulsion Items Zor the purposes of 
these regulatloris and processed In accord- 
ance with Category VI(e) and the footnote 
therekk 
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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. 
0 121.03 Signiflcml combat equipment. 

Significant combat equipment in- 
cludes the articles (not including tech- 
nical data) enumerated in Categories I 
(a). (bl, and tc) (in auantfty); II (a) 
and (bl; IIIta) (excluding ammunitions 
for firearms in Category I): IV (a). (b). 
(dl. and te): V(b) (in auantity): VI(a) 
(limited to ‘combatant- vessels as de- 
fined in p 121.12tal) (b) (inclusive only 
of turrets and gun mounts. missile sys- 
terns. and spt&l weapons systems) 
and tel; VII (al. (b). tc), and (f); VIII 
(a), (bl, 09. GEMS as defined in (k). 
and inertial systems as defined ln (1); 
XI taK1). (b)(l). and (cl: XII(a); XIV 
(al, (b). (cl, and cd); XVI; XVII; and 
XX (a) and (b). 

G5ec. 38. as amended, 90 Stat. 744. 22 U.S.C. 
2778; E-0. 11958.42 FR 4311.3 
K$.. Reg. 108.733. 42 FR 16617, Mar. 29, 
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0 121.04 Fireanna 
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 
Ital. 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 ls 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 ‘rifle” is a shoulder firearm 
discharging bullets through a rifled 
barrel at least 16 inches in length, ln- 
eluding combination and drilling guns. 

(cl A “carbine” is a lightweight 
should firearm with a short barrel, 
under 16 inches in length. 

(d) A “pistol” Is a hand-operated 
firearm having a chamber integral 
with, or permanently aligned with, the 
bore. 

te) A “revolver” is a hand-operated 
firearm with a revolving cylinder con- 
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taining chambers for individual w- 
tridge8. 

(f) A “machinegun,” ‘machine 
pistol” or “submachinegun” is a fire- 
arm origimlly designed to fire, or ca- 
pable of being fired fully 8utomaticbl- 
ly by a single pull of the trigger. 
# 121.05 C&ridge and 1hel1 cuinp. 

Cartridge and shell casings are ln- 
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 Liat. 1 
# 12l.~.i~i~ demolition blocka and 

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

(a) Electric squibs. 
(bl No. 6 and No. 8 blasting caps, in- 

cluding electric. 
tc) Delay electric blasting cans (in- 

cluding No. 6 and No. 8 millisecond). 
(d) Seismograph electric blasting 

caps (including SSS, St&k-Master. Vi- 
brocap SR. and SEISMO SR). 

tel Oil well perforating devices. 

# 121.07 Appnratur and dcvim under Cat- 
egory IV(b). 

Category IV(b) includes inter alla . 
the following: F’uzes and components 
thereof, bomb racks and shackles, 
bomb shackle release units, bomb ejec- 
tom, torpedo tubes, torpedo and 
guided missile boosters, guidance 
rystem materials (except those having 
a commercial application). launching 
racks and projectors. pistols texplod- 
em). igniters. fuze arming devices, in- 
tervalometem. and components there- 
for. guided missile launchers and spe- 
cialixed handling equipment and har- 
dened missile launching facilities. 
0 121.08 Amphibious vehicles. ’ 

As use in Category VII (f). the term 
“amphibious vehicles” includes, but is 
not limited $o; automotive vehicles or 
chassis embodying all-wheel drive and 

# 121.10 

equipped to meet special military * 
ouirements. with adaptation fe8tum 
for deep water fording and sealed eke 
trical systems. 

# 12LOB Chmied 8genta 
(a) t&e Category XIV(a).) A chem& 

cal agent is a substance useful in wx 
which by Its ordinary and dinel 
chemical action, produces a powerfd 
physiological effect. The term “cheti 
cal agents” includes but is not limited 
to the following chemical compounh 

l.Imgb7ltAntr: 
(8) DIphenylcyanovlinc (DC). 
(b) PluorIne (but not fluorenel. 
tc) Mchloronitro methane (Chlorphc 

PSI. 
2. vulc8ntaz 
(al B Chlorvinyldichloramine (Lewi8tk 

L). 
(bl Bkdlchlorethyl sulphldc (Mmtud p. 

HD or HI. 
(c) Ethyldkhloro8rsine (ED). 
(d) Methyldlchloroanrine (MD). 
8. Lachrymators snd ku gases 
(a) Brombenylcytide (BBC). 
(b) Chloroacetophenone (CN). 
(e) Dibromodimethyl ether. 
(d) Dlchlorodimethyl ether KZlcIL 
(e) Ethyldibromoxrsine. 
(f 1 Phenylcxrbylxmlne chloride. 
(g) Tear gas solutlonx (CNB and CNS). 
(h) Teu exe orthochlorobenz xlmald- 

true K!B). 
4, Stemuktors and irritant smokes 
(8) Diphenylxminechlorolne (Am. 

DX). 
(b) Diphenylchlorusine (BA). 
<cl Liquid pepper. 
5. Nerve gases. These ue toxic corn- 

which effect the nervous ryetern. ruch p: 
(a) Dimethyl~&noethoxycyxnoph~ 

oxide(OA). 
<b) Methyllaotwopoxyfluoroph~ 

oxide (03). 
(Cl Methylpinxcolyloxyfluorlph~ 

oxide (OD). 
0. Antiplant chemicals 
(a) Butyl2ehloroMluorophenoxyxceWe 

(LNP). 
[Dept. Reg. 108.605. 34 PR 12028. Ju& R7. 
1969. M amended by Dept. Reg. 108.654 SS 
PR 19994, Dec. 31. 1970; Dept. Reg. loblll. 
36 PR 20940. Nov. 2.19711 

# 121.10 Propellants. 
The term “propellants” include8 but 

is not limited to the following: 
(8) Propellant powde;rsd;rclm 

smokeless shotgun rr3( 
g 123.37). 
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(bl Hydrazlne (Including Mono- 
methyl hydrasine and symmetrical di- 
methyl hydrasine but excluding hy- 
drazine hydrate). 

(cl Unsymmetrical dimethyl hydra- 
zinc. 

(dl Hydrogen peroxlde over 85 per- 
cent concentration. 

tel Nitroguanadine or picrlte. 
(f) Nitrocellulose wlth nitrogen con- 

tent of over 12.20 percent. 
(g) Nitrogen tetroxide. 
(hl Other solid propellant composi- 

tions, including but not limited to the 
following. 

( 11 Single base tnitrocellulosel. 
(21 Double base tnitrocellulose, ni- 

troglycerin). 
(31 Triple base tnItrocellulose. nitro- 

glycerin, nltroguanidine). 
(41 Composite of nitroglycerin, am- 

monium perchlorate, potsssium perch- 
lorate, nitronium per-chlorate, guani- 
dine (puanidinium) perchlorate. nitro- 
gen tetroxide. ammonium nitrate or 
nitrocellulose wlth 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 fUel& 

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

(1) Monopropellant.8 (hydrasine, hy- 
drasine nitrate. and water). 

(2) Bipropellants (Hydrasine. fuming 
nitric acid HN0.L 

(31 Perchloryl fluoride. 
(41 Special purpose chemical base 

high energy liquid military fuels and 
oxidizers. 
0 121.11 Military l Xp106iWR 

The term “military eXfJlCMiVeS” irk- 
eludes. but ls not limited to, the fol- 
lowing: 

(a) Ammonium picrate. 
(b) Black powder made with potas- 

sium nitrate or sodium nitrate. 
(c) Cyclotetramethylene - tetranitra- 

m!ne (HMXl. 
(d) Cyclotrimethylene - trinitramine 

(RDX. Cyclonite. Hexogen or T41. 
te) Dinitronaphthalezie. 
(f 1 Ethylenedinitramlne. 
(g) Hexanitrodiphenylamine. 

(h) Nitroglycerin. 
(1) Nitrostarch. 
(1) Pentserythritol tetranitrate 

tpenthrlte, pentrite or PEI’NI. 
(k) Tetranitronaphthalene. 
(11 Trlnitroanisol. 
(ml Trinitronaphthalene. 
tn) Trinitrophenol (plcric acid). 
to) Trinitrophenylmethylnitramine 

(Tetryll. 
(p) Trinitrotoluene (TNT). 
(ql Trinitroxylene. 
tr) Ammonium perchlorate nitrocel- 

lulose (military grade). 
(8) Any combinations of the above. 

0 121.12 Military futl thickeners. 

The term “military fuel thickeners” 
includes: compounds (e.g., octal). or 
mixtures of such compounds (e.g.. 
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, pro@ctilea. 
flame throwers, or other implements 
of war. 

0 121.13 Vmcir of war and special naval 
equipment. 

(See Category VI.1 The term “vessels 
of war” includes, but is not limited to. 
the following: 

(a) Combatant: 
(11 Warships (including nuclear- 

powered versions 1: 
Aircraft earricr8 EVA. CVE. CVHE. CVL 

CVS). 
Battleshims (BB. BBC1). 
Command shIps.(CBC. CIC). 
cruisers (CA. CAO. CB. co. CL. CLAA 

CM). 
Destroyer8 (DD. DDC. DDE. DDG, DDR. 

DL, DLO). 
Submarines (58, SSB. SSG, SSK. SSRL 
(21 Amphibious warfare vessels: 
Amphibious rsslrult ship (LPH). 
Amphlbious force flagship (AOC!). 
Assault hellcopter ailwait carrier 

(CVKA). 
Attack cargo ship (AKAL 
Control escort vessel (DEC). 
Cargo submarine (AK(SS)). 
Inshore fire support ship (IFS). 
Landingchips (LSD. LSMR. L8T. LPD). 
Transport submarlne (APBS)). 
Trausports (APA. AF’D). 
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(3) Landing cr8ft (LCM, LCU. LcvP. (20) Target and trainin submarine 
ATC. CCB). (SST). 

(41 Lsnding vehicle, tracked (LVTl. (211 Tender8 (AD, AGP, ARST, AS. 
(5) Mine warfare vessels: AV. AVP, YDTh 
Mine hunter, coastal (MHCI. 
Mine counkrmwum ~p~ort ship 

aNTs). 
Minelayers (DM. MMA. MMC. MNIF). 
Minesweepers (DMEI. MSC, MSCKM, 

MSF, YSO, MSI, YSB. MS& YMS. MSL 
UWMS). 

(61 Patrol vessels: 
Ebort vemelr (DE, DEE. PCS PCEE, PP, 

DEC31. 
ounboat.9 iFcM. Flu. 
su3u~t~g~chaaem (PC. PCS. 8C). 

(bl Auxiliary vessels and service 
craft: 

(11 Advanced 8Vi8tiOKl base ship 
(AVB). 

(2) Auxiliary subm8rine (AGiSS)). 
(31 Cable repairing or laying ship 

iARC). 
(4) Degaussing vessel UiBGl. 
(I1 Distilling shiD (Awl. 
(6) Drone &=cr8ft crtapult control 

craft (WI. 
(71 Floating dry dock8 crane8 and 

8mociated workships md lighters 
(APDB, AFDL, AFDM, ARD. YFD. 
YFMD, YR, YRDH. YRDM, YHL 
YSD). 

(81 Guided missile ship (AVM). 
(91 Harbor utility craft (YFU). 
( 10 1 Icebreaker (AGE 1. 
i 111 Logistic support Ships (Al% AF. 

AK. AKS. AO, ACE, AGO, AOR, 
AOiSS), AVS). 

(12) Miscellaneous 8UXi1kI.Y (AG, 
IX, YAG 1. 

(131 Miscellaneous cargo ships 
(AKD. AKL, AKV, AVT). 

(141 Naval barges and lighters (YC, 
YCF. YCK, YCY, YF, YFB, YFl’J, 
YPNS, YFNX. YFT, YPR, YF’RN. 
YRFT. YFT, YG, YGN, YO, YOG. 
YOGN, YON, YOS, YSR, rl[T, YW. 
YWN). 

(151 Net laying md tending ships 
(AKN, AN, YNG). 

(16) Oceanographic research ship 
(AGOR). 

(17) Patrol craft (PT, YP1. 
(16) Repair, S8h8ge and reMWe Ve8- 

sels (AR, ARB, ARG, ARL ARs, 
ARSD, ARV. ARVA. ARVE. ASR). 

i 191 Survey ships t GS. AGSC). 

(22) Tr8nsportc and b8rr8Cks Vessels 
&.$‘BMyB, APC, APL, YHB. YFtB. 

(23) +ugs (ATA, ATF, ATR, YTB, 
YTL, YTM). 

(241 Ocean r8dar picket ship (AOR). 
(251 Submemible trait (Xl. (See Cat- 

egory XX.1 
(26) Utility 8ircr8ft c8rrier (CVU). 
(cl Coast Guard patrol cmd service 

VesSeli 8nd crcrit: 
(11 Submarfae repair md berthing 

barge (YRB). 
(2) Labor transportation barincka 

ship (APL). 
(31 Coast Guard cutter (CGC). 
(4) GWIbO8t (WFG). 
(51 Patrol cr8ft (WPC, WSC). 
(6 1 Seaplane tender ( WAVPL 
(7 1 Icebrealcer (WAGE 1. 
(8) Cargo shfp (WAK). 
(9) Buoy tenders md boats (WAGE. 

WD). 
(101 Cable hyer (WARCl. 
i 111 Lightship (WAL). 
(12) Coast Guard tugs (WAT. WXTl. 
(131 Radioship (WAGR). 
(141 Special vessel (WIXl. 
(151 AuXlli8l-y VesSelS (WAG, 

WAGE J. 
(16) Other Coast Guard patrol or 

rescue craft (il of over 300 horsepower 
when equipped wlth 8 gas turbine 
engine or engines. 8nd (ii) of over 669 
ho-mpower when equipped with an 
engine or engines of the lntemel com- 
bustion, reciproc8ting type. 

(dl Air Force craft: Air Force rescue 
boat. 

te) Army vessels and cr8ft: 
( 11 Transportstion Corps tug: 100 ft. 

iLL$ ,f5h;it; (STI. T-boat, Q-boat, J- 

(2; Barges (BG. BC, BR. BSP. BSPI, 
BKI. BCF. BBL. BARC. BKl. 

(3j Cranka floating (BDl. 
(41 Drydock, floating (FDLl. 
(5) Repair ship, floating @‘MS). 
(61 Trainer, amphibious 20.ton 

TLh;;l&ow boat. inland waterway 
* 

mcpt. F&es. 108.805, 34 FR 12029. July 17. 
1960; 34 FR 11431. July 30. 19691 
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portents include any assembled cle- 
ments of a major component. 

(cl Accessories and attachments are 
defined as elements of any compo- 
nents. systems, or products not ncces- 
sary for the operation of an end&em, 
but which enhance the usefultlcss or 
effectiveness of the end-item. (Exam- 
ples: riflescopes. special prints, etc.1 

(d) Parts are defined as any single 
unassembled elements of major and 
minor components, accessories and at- 
tachments which are not normally 
subject to disassembly without de- 
StrUCtiOn OF impairment Of de&n use. 
(Examples: rivets, wire, bolts, etc.) 

$ t21.14 AIrcraft rnd nlsted u?me6. 
(a) The tern “aircraft” used ln Cate- 

gory VIII of the U.S. Munitions List 
means aircraft designed, modified. or 
equipped for military purpose as specl- 
fled ln Category VIII. including so- 
called “demllltarlzed” aircraft. The 
export of such alrcraft ls subject to 
the licensing requirements of the De- 
partment of State. 

(b) Regardless of demllltnrization. 
all aircraft bearing an orlglnal military 
de&nation are included ln 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 
erat ions: 

( 1) Cargo aircraft bearing “C” de&g- 
nations C-45 through C-118 Inclusive. 
and C-121. 

(2) Tralner aircraft bearing “T” des- 
ignations and wing reciprocating en- 
gines only. 

(3) Utility aircraft bearing “U” deslg- 
nations and using reciprocating en- 
gines only. 

(0 All Halson aircraft bearing an “L” 
designation. 

(5) All observation aircraft bearing 
“0” designations and using reciprocat- 
ing engines only. 
[Dept. Reg. 108.6OS. 95 FR 12029. July f?. 
1069, a6 amended by Dept. Reg. 108.630, 35 
FR 18984, Dec. 31.1a701 

4 121.15 End-itcmr. components. occeeso- 
ries, attachmentr. spd ~IW&JI. 

(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 fn 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- 
item without which the en&item l& ha- 
operable (examples: airframes. tail Se& 
tlons. engines, transmissions, tank 
treads, hulls, etc.); and (2) minor com- 

(Redelegatlon of Authority No. 104-T-A. 3S 
FR 5423.6424) 
D&t. Reg. 108.868, 37 FR 14604, July 22, 

0 121.16 Forging% cutings, and machined 
bdie6. 

Items in a partially completed state, 
such as forgings. castings. extrusions. 
and machined bodies of any of the ar- 
ticles enumerated on the US. Muni- 
tions List which have reached a stage 
ln 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, ss amended. 
0 121.17 “United Stater” 

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 MY powers of admin- 
l&ration. legislation. and lurisdiction. 
0 121.18 Person. 

For the purposes of this subchapter 
the term “Person” includes 8 partner- 
ship, company, association, corpora- 
tion, firm. society, or joint stock com- 
pany, as well as a natural person. 
0 121.19 Export. 

For the purposes of this subchapter 
the term, ‘W&ort” means the sending 
or taking out of the Unlted States in 
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any manner any article, equipment. or 
technical data on the U.S. MuniMons 
List except as may be otherwise ex- 
pressly PMVided in a pt&rth~kU con- 
text. 
0 121.20 Intransit rhipmenta. 

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 
zrt;$rr;rit License (DSP-91) shall 

0 121.21 ‘Llcen8u. 
(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 OQ 123.931 

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

tc) No photographic or other COPY 
may be made of an original license 
unless authorized by the Department 
of state. 
[Deut. Rec. 108.605. 34 FR 12029. July 17. 
is66 as a&ended bi Dept. Reg. lOS.Si9. 35 
FR 190016, Dec. 16. 1970: Dept. Reg. 108.646. 
36 FR 20940, Nov. 2. 1971. Redesignated by 
Dept. Reg. 108.733. 42 FR 16617. Mar. 29, 
19771 

0 12201 

f 121.22 Diet&t Director of Curtomr 
When used fn 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.1; the 
regional commissioner of customs, the 
deputy and assistant regiofial commis- 
sioners of customs for customs region 
I1 at the port of New York, N.Y.; and 
port directors at customs ports not 
designated as headquarters ports. 

?ART 122-4EGISlRATIoN 

s8c. 
122.01 Repfotratlon rcqulrtmentr. 
123.02 Appllcation for realatratioa 
122.03 Refund of fee. 
132.O4 Notification of changea tn tnformr- 

tion fumlshed by reef&ant& 
122.05 Maintenance of mcord8 by rerlr- 

tmntr. 

Pa- 
122.10 Submission oi appkcatlen. 

AUTHORITY: Sec. 414, as amended, (WI Stat. 
848. 22 U.S.C. 1934; sets. 101 and 105, E-0. 
10973. 26 FR 10469; ICC. 6. De~wtmmW 
Delegation of Authority No. 194. I Pit 
10608. as srnended. 2? PR 992s. 2g PR 7231: 
lZgd;;3ytton of Authority No. 104-3-A. 28 

Souncs: Dept. Reg. 108.605, 34 F1R 12O31. 
July 17,lOtlQ. unle~ athewlee noted. 

Q 122.01 Registr8tion requirements. 
(a) Persons (as defined in 0 121.17 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 20. Code of Fed- 
eral Reg&ations, 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 Tress- 
ury as Importers. 

(cl The fabric&m of arma. ammuni- 
tion, and implements of war for cx- 
perimental or scientific purposes, in- 
cluding research md development, is 
not considered as manufacture for the 
purposea of the regulations In this 
l=t. 

(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 (21 whose 
export activity is subject to license 
under the provisions of the Atomic 
Energy Act of 1954. as amended, and 
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of Customs, Treasury Department, are which does not include exparts of arti- 
cles on the W.S. Munitions I&s. 
p 122.02 Applkatbon for regirtr8tion. 

(a) Applicants may be registered for 
periods of from 1 to 5 years at a tlrne 
upon submission of a completed Form 
DSP-9, and payment of a fee a5 fol- 
lows: 
1 yeu . . . . . . . . . . . “....,.... . . . . . . . . . . . . . . . . . I . . . . . . . . . . . . . . . . 3125 
SY- ,....... a . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . *....*..* . . . . *... 
aycvl . . . . . . . . . . *. . . . . . . I.“.... . . . . . . . ..“..1.” ..” . . . . . . . . . . . . . . . . :t 
4Y- . . . . . . . . . . . . ...” . . . . . . . . . . . ...” ..,..... .” ..,... . . . . . . . . . . . . a5 
NY-- . . . . . . . . . . . ..1...*......-.."......""..... ..* . . . . . . -..a...... 500 

(b) A registrant who falls to renew 
his registration after its lapse and, 
after an Intervening period seeks to 
register agaln, shah 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 paid, a request for refund 
for whole future years will be honored 
pro rata only if the person cesses to be 
a manufacturer or exported of Muni- 
tions List articles during the years for 
which the refund is claimed. 
0 122.04 Notifkation of changes in infor- 

mation furnished by rcgirtrPnt8. 
Registered persons must notify the 

Secretary of State of significant 
changes in the information set forth 
In their applications for registration, 
such ss the establishment of a foreign 
affiliate. 
4 t~~~~~aintcnancc of records by r&s- 

(a) Persons requlred to register must 
maintam for a period of 6 years, sub- 
]ect to the inspection of the Secretary 
of State or any person designated by 
him. records bearing on U.S. Muni- 
tions List articles, including records 
concerning the acquisition and disposl- 
tlon of such arttcles 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.S. Customs Agency Service, BUreW 

hereby designated as the repreaenta- 
tives of the Secretary of State for the 
purposes of this section. 

PaocEDuars 
f 122.M Submission of applkatlon. 

(a) Department of State Form DSP- 
9, Application for Registration. must 
be submitted to the Department In 
original. The Department will not ref- 
ister an applicant who has not satis- 
factorily replied to ah questions on 
the form or who fails to accompany 
the application with a payment of one 
of the fees prescribed in # l%t.tl%a>. 

(b) Application3 and fees (by money 
order or check payable to the DeparG 
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. 

(cl Other matters pertaining to reg- 
i&ration requirements should be ad- 
dressed to the Office of Munitions 
Control, Department of State, Wash- 
ington, D.C. 10630. 

PART 123-LICENSES FOR UNCLASSC 
FIED ’ ARMS, AMMUNITION, AND 
IMPLEMENTS OF WAR 

sea. 
123.01 Export Lianse. 
123.02 Imports. 
123.03 Intranalt license. 
123.04 Temwrary export license. 
123.05 L&me denial. revocation, 6U6P6Xb 

aion or amendment. 
123.06 Farelgn trade zones and customs 

bonded warehouses. 
123.07 Export to warehouse or dlstributlon 

poInta outside the United St&es. 
123.03 Export of vesaek of war and mill- 

t6ry aircraft. 
123.09 Overhaul, repaIr& or modifications 

of foreign-owned arms. ammunition. and 
Implements of war. 

123.10 Country of ultimate deatlnatlon. 
123.11 Movements oi vessela outelde U.S. 

territorlol jurisdkt.ton. 
123.12 Canadian shipmenta. 
123.13 Shipments between U.S. posa@alon6 

and the Panama Canal Zone. 
123.14 Domestic alrcraft shipments via for- 

elan ports. 
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chapter. 
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Chaplor b-bopartment of State 

sec. 
123.15 Import certlfiute/delJvery verifia- 

tlon procedure. 
123.18 Approval of propo6ah to ml1 rbnlfl- 

cent combat equipment. 
Exxur?xon6 

123.30 Obsolete unall uma. 
123.31 Arms and unmunltion for pemonal 

u6c. 
123.32 A&u for personal u6e of member6 

of the Armed Force6 and clvilian em- 
ployees of the U.S. Oovernment 

123.33 Sample 6hIPment6. 
123.34 Minor componenta. 
123.35 Border shipments and rhipmentr 

trar&ting the Pan-6 Canal. 
123.37 Propellants and exPlwivei% 
123.38 Nuclear materIal6. 

PRocRDmrm 
123.50 Applicatlon6 for lken6es 
123.51 Renewa 6nd disposition of licen6e6. 
123.82 Ports of exit or entry. 
123.53 Mllng of export and Intr6nslt lb 

tenses. 6nd ahlmz-er’r extort decl6r6- 
tions, with di6trki dlrectok of custom6. 

123.54 Bhipmentb by mall. 
123.55 Temporary CXPOlza 
123.58 Domestic 6Ircraft shipments via a 

fomien country. 
Aumrowr~: Sec. 414.88 amended, 88 Stat. 

848: 22 U.S.C. 1934; 6~6. 101 and 105. E.O. 
109it. 26 FR 10469; sec. 6 Departmental 
Delegatlon of Authority No. 104, 26 FR 
10808. 6s amended, 27 FR 9025. 28 FR 7231; 
6nd Redelegntion of Authority No. 104-3-A. 
28 FFt 7231. 

&URCC Dept. Reg. 108.805, 34 Fw 12032. 
July 17. 1969. unless otherwlre noted. 

0 123.01 Export licenr. 
Equipment (see 0 121.02 of this sub- 

chapter for definition) on the U.S. 
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 tiai require all pertinent docu- 
mentary information regarding the 
proposed transaction. and maf 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.S. Foreign Military Sales 
program. and by a copy of a firm order 
or letter of intent in other cases.1 
:g;t. Reg. 108.846. 36 FR 20940. Nov. 2, 

0 123.02 Ilnport6. 
Equipment on the U.S. Munitions 

List shall not be imported into the 
United States unless ta) it had been 
previously exported temporarfly under 
a license Issued by the Department of 
State; (b) it constitutes a temporary 
import under the Intransit license pro- 
cedure (see $0 123.03 and 123.09): or tc) 
its import has been authorized or 
exempted by the Secretary of the 
Treasury (26 CFR Parts 179 to 180). 
tOepI.. Reg. 108.815. 35 FR 3030. Feb. 11. 
19701 

0 122.03 lntran6it licenrt. 
An intransit license shall be required 

for the temporary entry of any equip- 
ment enumerated in the U.S. Mu& 
tions List into the United States for 
transshipment to a third country (81s 

also 0 123.35). The Department may 
require the execution of an approprl- 
ate bond. (An Intransit License may 
also be used for other temporary im- 
ports. See 00 121.19 and 123.09.) 

0 123.04 Temporvy export licenr. 
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 license8 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 8UCh proposed transaction. 
and the execution of an appropriate 
bond. (See. 0 123.55 for prWXdUre8.) 
With respect to firearms as defined in 
26 U.S.C. 5845(a), evidence shall be 
shown that all applicable rt?fJUiIV- 
merits of 26 CFR Part 179 have been 
satkf led. 
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g12t.w TRIO 22-Form@ Rolotionr 

0 123.05 License denial, moealien, WI- 
pension or l twndnnnt~ 

to) Licenses may be denled, revoked, 
suspended, or amended by the Depart- 
ment of State without prior notice 
whenever the Department believes 
such action to be advisable ln further- 
ance of (1) World peace: (3) The secu- 
rity of the United States: (3) The for- 
eign policy of the United States: or (4) 
Whenever the Department believes 
&hat 22 U.S.C. 2778 or MY regulations 
contained in this subchapter has been 
violated; or (S) Whenever the appll- 
cant or licensee has been debarred 
under 0 127.07 or suspended under 
g 127.08. or whenever an order of de- 
barment or suspension has been made 
applicable to the applicant or licensee 
under 0 127.09, or whenever a person 
who has been debarred or suspended 
hss 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. 

tc) Upon written request within 30 
days after receipt of an adverse deci- 
sion 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. 

0 123.07 Export to warehouses or dirtrihu- 
tion pointr out&de the United Statea 

Applications for Hcense to export 
U.S. Munitions List equipment to 
warehouses or distribution point.8 out- 
side the United States for subsequent 
resale will be considered by the De- 
partment of Stab:. Licenses issued for 
such transactions normally will con- 
tain conditions for special distribution 
controls and reporting. 

[Dept. Reg. 108.605. 34 FR 12022. July 17. 
i969. as amended by Dept. Reg. 108.744. 42 
PR 42851. AIJJL 25.19771 

0 123.06 Foreign trsdc aoncr and custom8 
bonded wanhourt. 

0 123& Jsof vesseio of war and mili- 

(a) The transfer of a privately owned 
vessel of war as defined by Q 121.12 or 
a privately owned military aircraft as 
defined In 0 121.13 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 auestion is physically locat- 
ed abroad, the written-approval of the 
Department of State shall be obtained 
before the registry of such vessel or 
aircraft map be transferred. 

(b) The registration under a foreign 
flrig 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 whtch a license from the 
Department of State is required. 

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.S. Customs bonded 
warehouses to other countries, regard- 
less of how the articles reached the 
zone or warehouse. 
;D&. Reg. loB.d2@. 85 FR 12016. Dec. 16. 

A Foreign Trade Zone and a U.S. 
Customs bonded warehouse are con- 

NOTE: Such tranaactlons may also require 

sidered integral parts of the United 
the prior approval of the Marltlme Admiti- 
tration or the Federal Aviation Admtnistra- 

States for the purpose of this sub- tion. asa~~lkable. 
chapter. An expckt license is the&ore 
not required for shipment@ between 0 123.09 *crhaui, repain. or modifica- 
the United States and a Foreign Trade tions of foreign-owned arma, ammuni- 
Zone or a Customs bonded warehouse. tion, and implements of war. 

Persons intending to overhaul, 
‘The provisions of f 125.06 we also ap~ll- repair, or modify foreign-owned arms, 

cable to applications and licenses for the ammunitioq; Pnd implements of war 
export of technical dat8 (see Port 125 Of on the;U.S, M.unitions List. in the 
lhls subchapter). United States, shall obtain an Int@n- 
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choptor l-Doporim.nl of stoio 
dt License from the Department of 
State. The entry of such equipment 
into the United St&tea for overhaul. 
repair, or modification shall constitute 
a temporary Import provided it will be 
returned directly to the country of 
ownership. 

0 123.10 Country of uitinuk ckrtiaation. 
(a) The country designated on the 

application for an export license Y 
the country of ultimate destination 
shall be the country in which the 
equipment shall ultimately receive end 
use. Such equipment rhall not be di- 
verted from that country even though 
it might have been incorporrted 
through an intermediate proase into 
other end item& 

(b) The prior written approval of the 
Department of State shall be obtained 
before US. Munition8 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. 

tc) The exporter shall incorporate 
the following statement &I an integral 
part of the shipper’s export declara- 
tion. the bill of lading and the invoice. 
whenever the U.S.- Munitions Lisi 
equipment is to be exported: “These 
commodities are licensed by the US. 
Government for export to (Country of 
ultimate destination). Diver&on con- 
trary to US. law is prohibited.” The 
person to whom 8 license has been 
emnted shall be responsible for the ln- 
elusion of such a statement even 
though the transac tion may be han- 
dled by a freight forwarder or other 
forwarding agent. 

(d) Applications for export (form 
DSP-5) of unclassified sknlficant 
Combat equipment submitted to the 
Office of Munitions Control shall be 
accompanied by a ‘Consignee-Pur- 
chaser Transaction Statement” Worm 
DSP-83) which must be submitted by 
the foreign lmwrter to the U.S. aDDll- 
cant for-export license. (Expo&- of 
classified significant combat equlp- 
ment. shall also require from DSP-82 
subm!ssions. See 0 125.21 of this sub 

0 123.11 

chapter.) The Tmnsaction Statement 
shall provide that, except as 6peclficaL 
ly authorized by prior written rpprov- 
al of the Department of State. the ul- 
t&mate consignee (and purchaser if not 
the 88me 86 the ultimate consignee) 
will not reexport, resell or otherwise 
dl~po~ of the equipment enumerated 
in the application outside the country 
nsmed 8s the location of the ultimate 
consignee. The office of Munitions 
Control reserves the right to require a 
Consignee-Purchaser Trursactton 
Statement with respect to the export 
of 8ny US. Munition8 L&t article. 

te) In applic8tioM for export where 
a Consignee-Purchaser trrnsrction 
Statement is required and where both 
the ultimate consignee and the pur- 
chaser ue nongovernmental entitles, 
the Department of State may require 
a Nonretransfer Assurance (DSP-83. 
Item 8) from the appropriate authori- 
ty of the forefgn importer’s govem- 
merit. The Nonretransfer Amnuance 
shall provide that the foreign import- 
er’s government undertakes not to au- 
thorize the reexport, resale, or other 
disposition of the equipment enumer- 
8ted in the application without obtain- 
ing the prior written consent of the 
US. Oovernment. 
Dept. Ry. 108.0990. 34 FR 13932. July 17. 
1999, Y unended by Dept. Ftetz. 108.~46, 36 
F-R 20940. Nov. 2, 1971; Dept. Reg. 108.650. 
36 F’R 34899, Dec. 23, 1971: Dept. IUs. 
199.733.42 FR 19917. Mar. 39.19771 

f lW.11 Movements of veueh ou(ridc U.S. 
teI7itoriai juriuliction. 

(8) 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 198 
defined in 0 121.18 of this subchapter. 

(b) An export license shall not be re- 
quired when such a vessel 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 
8rnq ammunition or implements Of 
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war, or technical data related thereto, 
a License for Temporary E&port 
(DSP-731 shall be obtained from the 
Department of State. (See 8 123.04 
and 123.SS.l 

g 123.13 cutadion rhipmonta 
District directors of customs and 

postmasters may relew unclasslfled 
Munitions List equipment (as deZlned 
in Q 121.01 of this subchapter) to 
Canada without an export license with 
the following exceptions: 

(al Intransit shipments through the 
United States to or from Canada, or 
intransit shipmenta through Canada 
from the United State% 

(bl II&served1 
tc) Nuclear weapons strategic deliv- 

ery systems and all apecificahy de- 
dgned component.6 part4 acce66orie3, 
attachmentr, and associated equip 
ment therefoz 

(dl Nuclear weapons design &id test 
equipment aa defined ln Category 
XVI; 

tel Naval nuclear propulsion equip- 
ment as defined in Category VI(e): 

ffl Aircraft a8 defined in Category 
VIIIfal; 

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

Nom The cxcmptlon from obtainIn 
export licenrer for cert8ln equipment on the 
U.S. Munltloru List destined for Canada 
shall not exempt rhlppen from filing Ship 
pcr’r Export Declarations aa rewired by 
f 122.52. 

Dept. Rep. 106.959, 24 FR 12022, July 17. 
1989. as unended by Dept. Reg. 108.630, S5 
PR 19994. Dec. 31. 1970; Dept. Re6. 106.646. 
36 FR 20940. Nov. 2. 19711 

) 123.13 Shipmenta between U.S. poura- 
l ionm 8nd the P8nama Can81 &ne. 

Export licenses shall not be required 
for shipment5 of equipment on the 
U.S. 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. 

Tltlo 224orebn Rolafionr 

A Ucen6e is not required for airborne 
shfpments of arms, ammunition. and 
implement8 of war being transported 
from one port in the United Staten to 
another U.S. port via a foreign coun- 
try. In lieu thereof, a 8tatement is re- 
quired of the pilot t8ee 4 123.S6). 

tIC/DCl Oeneral. The United Stata 
and a number of foreign countries 
have agreed on a procedure designed 
to assure that certain commodities im- 
ported into their territories will not be 
diverted, tramubhipped, or reexported 
to another destination except in 66- 
cordance with export control regula- 
tions of the importing country. The 
mocedure coverid by such agreement 
is known aa the Import-Certificate/ 
Delivery Verlficatlon -Procedure CIC; 
DVl and may be invoked with respect 
to eouioment on the U.S. Munitions 
List.‘ - 

(a) Errwrtr A8 a supplement to 
normal control procedures, the De- 
partment may utilixe the IWDV ~rcb 
&duri on pr&osed exports bf b&i- 
tions List equipment to nongovem- 
ment entities in the following coun- 
tries: Austria Reldum. Denma& 
Prance, Federal Republic of Germany, 
Greece, Kong Kong, Italy, Japan, Lux- 
embourg, the Netherlands, Norway, 
Portugal, Turkey, and the United 
Kingdom. In each cam? in whbh the 
Department invokes the IC/DV proce- 
dure, U.S. exporter6 will be reouired to 
submit. in addition to an export li- 
cen6e Spplication (a completed form 
DSP-5). the original Import Certifi- 
cate authenticated by the-government 
of the importing country. This docu- 
ment will serve a8 evidence that the 
foreign bnporter has complied with 
the import regulations of the govem- 
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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Chaptar I-Department of Start* 

cation) from the government of the 
importing country attesting to the de- 
livery in accordance with the terms of 
the approved export Ilcense. Both the 
Import Certificate and the Dellvery 
Verification will be obtained and fur- 
nished to the U.S. exporter by the for- 
eign importer. 

(b) !Mangular tramaction. When a 
transaction involves three or more 
countries which have adopted the SC/ 
DV procedure, governments of these 
countries may stamp a trlmgular 
symbol on the “Import Certificate.” 
This symbol is usually nlaced on the 

0 123.16 

“Impoh Certificate” when the appli- 
cant for the “Import Certificate” (the 
importer) has stated either (11 he ls 
uncertain whether the items covered 
by the “Import Certif!c8W will be !m- 
ported into the country !&suing the 
“Import Certificate”; (2) that he 
knows that the items will not be !m- 
ported into the country issuing the 
“Import Certfficate”; or (31 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 ultl- 
mate consignee and the country of ul- 
timate destination will not coincide 
with that of the importer. All parties. 
including the ult!mate consignee In 
the true country of ultimate destina- 
tlon will be shown on the completed 
“Import Certificate.” 

3 123.16 Approvd of propoule to wll rig- 
nilicant 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 li: 

(1) The subject of the proposal or 
presentation !s significant combat 
equipment on the United States Munl- 
tions List to be sold under a contract 
for $7.000.000 or more; and 

i21 The equipment is intended for 
use by the armed forces of a foreign 
country; and 

(31 The sale of the equipment would 
involve the export from the Un!ted 

States of any item on the United 
States Munitions List or of any technt- 
cal data relating to an item on the 
United States Munitions I&. 

(b) A “proposal or present&on de- 
signed to constitute a basis for a deci- 
sion to purchase” means the communl- 
catlon of information !n sufficient 
deta!l that the person communicating 
that Information knew or should have 
known that it would permit an intend- 
ed purchaser to decide to acquire the 
mutlcular slgnfficant combat equip- 
ment !n question. For example, a pres- 
entation which described the equip- 
ment’s performance characteristics, 
p&e, and probable ava!labil!ty for de- 
livery would reql;lre prior approval in 
any case where t.he three criteria spec- 
Ifled in paragraph (81 of this seetlon 
were met. BY contrast, advertising or 
other reporting in a publfcstion of 
general circulatfon, preliminary dls- 
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 an- 
proval. 

tcX1) Every application for an 
export license to implement a sale 
which meets the three crlterla specl- 
fied In paragraph (al of this section 
must be accompanied by a statement 
from the applicant which either: 

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

(!!I Certifies that no proposal or 
presentation requiring pr!or approval 
has been made. 

(21 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 Oovernment receives a request 
for a letter of offer for a sale which 
meeta the three criteria specified !n 
subsection (al of this section. 

(dl The requirement of this section 
for prior approval is met by any of the 
follow!ngz 

(11 A written statement approving 
the proposed sale or approving the 
making of a proposed or presentatjon. 

(21 A license for the export of tech- 
deal data relating to the proposal sale 
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to the country concerned issued under 
88 125.04 or 125.05. 

(31 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 
0 123.55. 

tel In addition to other remedies and 
penalties prescribed by law or this sub- 
chapter, a failure to obtain the ap- 
proval reoulred by paragraph (al of 
this section may be considered to be a 
reason for disapproval of a license ap- 
plication or request for a letter of 
offer. 
U$&. Reg. 108.743. 42 FR 41832. Aug. 18. 

Exmsrr~ons 

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

(a) Subject to Q 126.01, district direc- 
tors of customs are authorized to 
permit a United States Citizen or a 
nermanent 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 States. 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- 

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 tc the United States, and 
(2) to the personnel referred to in 
0 123.32. 

(bl Distrkt direct&m of customs are 
authorized to permit a mnuesident of 
the United States to export such fire- 
arms and ammunition as the nonresi- 
dent brought into the United States 
under the provisions of 27 CFR 
178.115 (d), which specific8Ily excludes 
from the definition of importation. 
the bringing into the United States of 
firearms and ammunition by certain 
nonresidents for specified pwposea 

tc) Subject to the provisions of 
9 126.01 of this SubchaDter. district di- 
kectors of customs are authorized to 
permit United States Citiarns and per- 
sons permanently reshhmt in the 
United States to export ammunition 
for flrearms, without a Iicense, pro. 
vided the quantity does not exceed 
1.000 cartridges (or rounds1 in any 
shipment, and the ammunition is for 
their personal use and net fore resale. 
The foregoing exemption is not appIi- 
cable to the personnel r&erred to in 
0 123.32. 
ggt. Reg. 108.L.742. 42 FR 39104. Aug. 2. 

0 123.32 Arm for pemoti use of mcm- 
hers of the Armed Form and civili 
employeer of the U.S. Cnemment 

The Zollowing exeaptions shall 
apply to uniformed per&me1 of the 
U.S. Armed Forces and U.S. civilian 
employees of the U.S. Government 
(both referred to herefnrfter as “per- 
sonnel”) who are assigned abroad for 
extended duty. These aemptiona do 
not apply to dependents of the person- 
nel. 

(a) Fiream. Dlstrid directors of 
customs are authorized to permit Cat- 
egory Ital firearms and parts for such 
weapons to leave (but not be mailed 
from) the United Stati without a li- 
cense provided: (11 They are consigned 
to servicemen’s clubs. abroad for uni- 
formed members of tk U.S. Armed 
Forces; (2) in the case of uniformed 
members of the US. Armed Forces 
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chopt8r I-Deportment of ttoto 

and civilian employee8 of the Depart- 
ment of Defense. they are consigned 
to the personnel, for thdr personal 
use and not for resale, lf the fIrearms 
are accompanied by a written authorl- 
a&ion from the commanding offker; 
or (31 in the case of other U.S. Govem- 
ment employees. they are consigned to 
such personnel for their perSon81 use 
and not for resale, md the Chief of 
the U.S. Diplomatic Mission, or his 
designee, ln the country of destina- 
tion, has approved ln writing to the 
Department of State the bringing of 
specific types and quantities of flre- 
arms into that country. 

(bl Ammunitfon. District directors 
of customs are authorized to permit 
not more than 1.000 cartridges (or 
rounds1 of ammunition for the flre- 
arms ln paragraph (al of thin 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 bairga&e or ef- 
fects, whether accompanied or unac- 
companled (but not malledl. 

9 123.32 Sample l hipmcntr. 
Subject to the provisions of 9 126.01 

of this subchapter, district director8 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 a li- 
cense, provided the articles in queStiOn 
are not for sale and will be returned ti 
the original shipper. Customs authorl- 
ties may also permit the export of 
sample firearms without a license 
when they are being returned to their 
original owner abroad. 

0 123.24 Minor componcnU 
Subject to the provisions of 9 126.01 

of this subchapter district directors of 
customs are authorized to permit the 
export wlthout a license of comPo- 
nents and parts for Category Ital fire- 
arms, except barrels, cylinders, recelv- 
ers (frames). or complete breech mech- 
anisms, when the total value does not 
exceed $100 wholesale in any single 
transaction. 

31- 
9 122.25 Border rhlprnentr and rhIpmen(r 

tranrillng the Paaama Canal. 
Shipments originating in Canada or 

Mexico which incidentally transit the 
Unlted States en route to a delivery 
point in the country of origin ark 
exempt from the requirement of an in- 
tranalt license. vessels transiting the 
Panama Canal without off-loading 
cargo are exempt from the require- 
ment of an intranstt license. 

Subject to the provlslons of f 129.01 
of this subchapter, district dlrectorr Of 
customs are authorized to permit the 
export, without a license ln any sin&de 
transaction, of not more than 25 
pounds of propellants and explosives 
for nonexplosive uses, such as for 
medical uses and laboratory test& 
Such shipments must be clearly 
marked as to content and must not in- 
clude any materials bearing a military 
security classlficatlon. 

f 122.28 Nuclear amteriala 
To the extent that equipment. the 

export of which b 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 
rubchapter shall not apply. 

PaocEDuaxs 

4 122.28 ApplkdhMr for IkeMu.’ 
Applications for license8 for the 

export of arms, ammunition, and lm- 
plements of war shall be made as fol- 
lows (on forms dated not earlier than 
19881 to the Office of MUnitiOIM Con- 
trol, Department of State, Washing- 
ton, DC. 20520: 

<a) Applications for export licenses 
shall be made on Form DSP-A 

(b) Applicrtions for intransit llcen8es 
shall be made on Porm DSP-61. 

(c) Applicetions for temporary 
export licenses shall be made on Form 
w-73. 

qhc D~OCC~U~~ #OVemh# the l XDOfl Of 
&ssified Information 8nd eauipment ue 
set forth In put 125 of thh rubch8pkr. 

78 



APPENDIX IV 

g 123.51 

0 123.51 Renewa and dirporition of ii- 
cemee. 

(a) If any licensed commodities are 
not shipped within the period author- 
lzed in the license, a new application 
for another license shall be submitted 
therefc. The new application shall 
refer to the lapsed license and shall 
noi; include any commodities other 
than the unshipped balance of the 
lapsed license. 

tb) Unused, expired, suspended, 
amended, or nvoked licenses shall be 
returned immediately tc the Depart- 
ment of State. 
0 123.52 Porte of exit or entry. 

An appliatlon 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 custom6 at 
the new port. 
Q 123.53 Filing of export and intransit ii- 

ccnseu, and rhipper’r export declara- 
tions, with district dimtom of CUI- 
tomr 

(a) Prior to the actual shipment of 
any arms, ammunition and imple- 
ments of war on the U.S. Munition6 
List, the license issued therefor shall 
be filed with the district director of 
custom6 at the port where the ship- 
ment is made, except for exports by 
mail (see 0 123.54). 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- 
tnerce Form 7525-V) shall also be filed 
with, and be authenticated by, the dls- 
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 9p show the ship- 
ments made. Lken6e6 shall be re- 
turned by the district director of cu6- 
tams to the Office oi Munitions Con- 
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trol. Department of State, upon exPi- 
ration of the dates stated thereon, or 
upon the completion of the shipments, 
whichever First occur6. (XI in particu- 
lar circumstances an export license is 
not required-e.g., certain equipment 
destined for Canada-a Shipper’6 
Export Declaration is nevertheless re- 
quired to be filed with a U.S. custom6 
officer. Such declaration shall certify 
that the proposed export is covered bv 
a relevant section of the6e regulations. 
Certification shall be made by anno- 
tating the declaration “22 CFE Part 
123 l * l applicable”. identifying the 
section under which an exemption i6 
claimed. A copy of each such declan- 
tion shall be mailed immediately by 
the shipper to the Office of Munitions 
Control, Department of State, Wash- 
ington, DC. 20520.) 

(b) District directors of customs are 
authoriaed to permit the shipment of 
arms. ammunition, and implements of 
war on the U.S. Munitions List identi- 
fled 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. 106.005. 34 FR 12032. July 17, 
3969, U) amended by Dept. Reg. 108.g16, 36 
F’Ft 20940, Nov. 2. 19711 

$123.54 Shipment8 by mail. 
Export licenses for U.S. 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 
oostmaster before the equipment is ac- 
iually sent. The po6tmaster shall en- 
dorse each license to show the ship 
ments made. Licenses shall be re- 
turned by the postmaster to the De- 
aartment of State upon expiration of 
{he dates stated thereon or upon com- 
pletion of the mailings. whichever first 
occurs. 

0 123.55 Ternpony exporta 
(a) A License for Temporary Export 

of unclassified US. Munitions List 
equipkent (not technical data) shall 
be obtained from the Department of 
State, on Forms DSP-73 when such 
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arms, rmmunition, 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 shah be shipped only from 
a port in the United States where a 
dlstrlct director of customs ls availa- 
ble. The License for Temporary 
Export shall be presented to the dik 
trict director of customs who, upon 
verification, shall endorse the exit 
column on the reverse side of the Ii- 
cerise. The endorsed License for Tem- 
porary Export shall be retained by the 
licensee. In the case of a mllltary air- 
craft or vessel the endorsed license 
shall be carried on board such vessel 
or aircraft ss evidence that It has been 
duly authorized by the Department of 
State to leave the United States tem- 
porarily. 

(cl 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 

(0 Owners of arms, ammunition, and 
implements of war on the U.S. Mu& 
tlons Llst exported under Licenses fa 
Temporary Export shall be responsi- 
ble for the acts of their employera 
agents, and all authorized persons b 
whom possession has been entrusted 
regarding the operation, use, posl~~i 
don. transportation, and handling d 
such arm. ammunition, and lme 
merits of war abroad. All transferees 
abroad obtaining temporary cusw 
of such arms. ammunition. and impk 
menu of war, directly or indirectly, 
and irrespective of the number of b 
termediate transfers, shall be bourd 
by the regulations of this subchapter 
In the same manner and to M 
extent as the original owner-transfer- 
or. 

(gl Failure to return immediately a 
used or a lapsed unused License fa 
Temporary ExDort to the Office d 
Munkions- Control. Department d 
State. shall constitute an offense pm- 
lshable under the provlsions of Part 
127 of this subchapter. 

(hl Extensions of Licenses for Ten&. 
porary Export shall be made to the 
Office of Munitions Control, Deprvt 
ment of State, on new applicatlw 
forms (DSP-731, which shall state, 
Inter alia, the port of departure stated 
in the original application and tJw 
name of the new port of departure if 
different. 

State. 
_ 

(dl The Department of State may 
permit a 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-73, 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 Ltcense 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. 

(el 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 authorized 
dates stated thereon. 

80 

4 123.56 Domestic aircti shipmenta via 8 
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 file a 
written statement with the district dl- 
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 u 
followlz 
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BTATntmT 

iwxmr1c 6HIIwmY8 VIA A ?oluIGn c4mNTNr 
O? Axxs. Axxu*rrIOW. AAD IYrIJM8m8 or 
WAR ON mm u.1. YwNrrIoNs LIST 

Under the penalty according to Fkderal 
law. the undersigned certifies and warranta 
that all the facts In this document are true 
and correct, and that the epulpment llated 
below are htlng chipped from 
(U.S. port of exit.) via 
(fore&n country) to (US. 
port of tntryl, which la the final destirutlon 
in the Unltud States. 

AmeYJ mm~s%M vahe 
. . . . . . . . . . . . . . . . . . “......“.. ““... . . . . . . . ..“......“... . ..“..““..a. .I--.. 
..” ,....... ,..“..“.“...... . . . . ..*..-.a . . . . . . ..a . . . . . . . . . . . ..I.-.” . . ..I..-. 
. . . . . . . . . . . . . . . . . . . . . ...” . . . . . . . . . . . . . . . . . . . ” . . . . ..I...... .* . . . . . . . . . . . . . ..-- . . . . . 
SffZlltd 
Endorsement: Customs lnspeetor 
Port of exit 
Date: 
Endorsement: Customs lnsutctor 
Port of entry 
DW?: 

PART 124-MANUFACTURING Ll- 
CENSE AND TECHNICAL ASSIST- 
ANCE AGREEMENTS 

stc. 
124.01 Manufacturing license and tech&al 

msl8tance agreementr. 
124.02 Export of tech&al data In fwther- 

ante of an sgreemtnt. 
124.03 Deposit of copies of algned agree- 

ments with tht Department of State. 
124.04 Termination of manufacturing li- 

cenat and technlcal assbtance agree- 
menta. 

124.05 Proposed agreements not concluded. 
124.04 Approval of proposals for the tech- 

nical assistance and manufacturing U- 
cerise agreementa. 

PmocNDvxm 
124.10 Reauired lnformatlon in agree- 

ments. 
124.11 Required information In lettm of 

transmittal. 
124.12 Agreement disapproval and moca- 

tlon. Suspension of amendment of ap 
proval. 

Exxmmoar 

124.20 Offshore procurement. 
Aoznox~ru: Sec. 414, as amended. 65 Stat. 

648, 22 U.S.C. 1934; WCJ. 101 and 105. E.O. 
10973. 26 F-R lfMS!& sec. 6, Department81 
Delegation of Autherity No. 104. 26 F’Ft 
10508. as amended, 27 FR 9925. 28 FFt 1231; 

Rcdtlegatlon of Authmltv Ho. 104-3-A. 18 
FF4 7231. 

Sonnc8: Dtpt. Reg. 10%.605. 34 FR 12036. 
July 17.1969. unlw otherwbc noted. 

4 124.01 Manufaeturlng lItone and tech- 
nical asaislanct ymnnatr. 

Proposed agreements and proposed 
amendments to existing agreements 
between persons in the United States 
and persons in foreign countries. pri- 
vate or governmental, Zor (a) the num 
ufacture abroad (i.e., whereby an 
American person rronb a foreign 
person a legal right or lkense to man- 
ufacture abroad) or (;bl the fumishlng 
abroad of technicsl assistance (Le., 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 CMfice of Munl- 
tions Control, Department of State. 
for approval from the standpofnt 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.) 
me&. Reg. 108.630. 35 FR 19994.. Dec. III. 

4 124.02 Export of techmkal data in fur- 
therance of an agreement 

(a) District directors of customs or 
postal authorities may permit the 
export without a license of undassi- 
fied technical data, in furtherance of 8 
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. un&s 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 uncla&f’pd technical 
data to be exported comply yith the 
limitations imposed in this sub%e&ion. 
Department of State approval shall be 
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additionally obtained for the export of 
any portion of the unclassified technl- 
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 chsslfied 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 agencies. 

9 134.03 Deposit of copier of Ei@JWd awee 

menta 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 parties. 
4 124.04 Termination of manufacturing li- 

cense and technical assistance agree- 
ments. 

U.S. parties to manufacturing li- 
cense &d 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. 

f 124.05 Proposed agreements not con- 
cluded. 

Proposed agreements that have been 
approved by the Department of State, 
With or without 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. 
9 124.@6 Approval d propwalr for techni- 

cal uri~nce and manubcturing li- 
cense agreementa. 

(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 productlcn or assembly of rig- 
nificant combat equipment on the 
United States Munitions List: and 

(21 The equipment Is intended for 
use by the armed forces of a fore@ 
country: and 

(3) The technical assistance or man- 
ufacturing Ucense agreement would in- 
volve the export from the United 
States of &ny 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- 
tkntion to the fact that a company 
manufactures a particular item of sig- 
nificant combat equipment would not 
require prior approval. 

(c)(l) E%ry 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 tr) of this sectlon must be PC- 
companied by a statement from the 
applicant which either: 

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

(iI1 Certifies that no proposal or 
presentation requiring prior approval 
has been made. 

(2) The Department 02 State may re- 
quire a similar statement from the 
Foreign Military Sales contractor con- 
cerned in my 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 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 04 125.04 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 agreement for a 
demonstration to the armed forces of 
the country of export issued under 
$123.04 and specifying It8 relation to a 
technical assistance or manufacturing 
license agreement. .- 

tel In addition to other remedies and 
Denalties prescribed by law or this sub- 
chapter, b failure to obtain the ap- 
proval required by paragraph tr) of 
this section may be considered to be a 
reason for disapproval of a proposed 
technical assistance or manufacturing 
hcense agreement. 
(Sec. 38. as amended, 90 Stat. 744 (22 U.S.C. 
2778). E.O. 11958, 42 F’R 4311.) 
Kh&. ReE. 108.743, 42 F’R 41633, Aug. 18. 

PRocEDnRxs 

9 121.10 Required infornution In’ agree- 
ment& 

proposed manufacturing license and 
technical assistance agreements (and 
amendments thereto) shall be submit- 
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ted in five copies 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 alla, all of the fol- 
lowing information and statements in 
terms as precise as possible, or the 
Wansmittal letter taee 0 124.11) shall 
&ate the reasons for their omlsslon or 
variation: 

(a) The equipment and technology 
involved as described by military no- 
menclature. contract number, Federal 
6tOCk number, nameplate data, or 
other specific Infwma~iOn. 

(b) A detailed description of the as- 
sistance and information to be fur- 
nished and the manufacturing rights 
to be -ted. if nny. 

(cl The duration of the proposed 
agreement. 

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

te) A statement that reads f~ Zol- 
lows: “This agreement is subject to all 
the laws and regulations, and other 
adminlstratlve acts. now or hereafter 
in effect, of the U.S. Government and 
its departments and agencies.” 

(f 1 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 US. Government 
or its departments and agencies.” 

(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 oificer.” 

(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 possible in- 
fringements of privately owned patent 
or proprietary rights, either domestic 
or foreign, by reason of the U.S. Gov- 
c;mment’s approval of thk agree- 
me&t.: 

a3 
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(i) A statement that reads as follows: 
“The article to be produced under Ii- 
cerise. including technical data per- 
taining thereto” (or in the case of a 
technical assistance agreement OnlY: 
“The technical data pertaining to the 
articlets) to be produced”) “are not au- 
thorized to be directly or indirectly 
sold, leased, released. assigned. trans- 

which the U.S. Government holds 8 roYtitY- 
free license. or (Ii) charges for data which 
the U.S. Government has a right ti use and 
&&se to others, which arc In the public 
domain, or which the U.S. Government has 
acquired or Is entitled to acquire without te- 
strlctions upon their use and disclosure to 
othera. 

ferred, conveyed, or in MY manner 
disposed of in or to Albania. Bulgaria. 

(21 If the U.S. Government Is obligated or 
becomes obligated to pay licenser roY&tiW 
fees, or other charges for the use Of techni- 

-. .- 
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 MY 
other area which is determined by the 
Department of State to be under Com- 
munist control.” 

Cj) [Reserved1 

cal data or pstenta which rre Involved in 
the manufacture, use, or sale of any kWbaed 
item, any royaltles, fees or other charees In 
connection with purchsJes of such licensed 
Item from licensee or ita subllcenaees with _- _.- ~-. 
fund% derived through the Military As&t- 
ante Program or otherwise! through the U.8. 

(k) Specific identification of the 
countries or areas in which manufac- 
turing, production, processing, sale, or 
ot:~form of transfer is to be H- 

Government shall not exceed the total 
amount the U.S. Government would have 
been obligated to pay the kensOr. 

(3) If the U.S. Government has made fi- 
nancial or other contributions to the daign 
and development of any h?nSed Item. WY 
charges for technical ~assiatance or kNW 

(1) tieserved 
(ml (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 article 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 

how relating to the item in connection with 
purchases of such Items wlth funds derived 
through the Military Assistance program O? 
otherwise through the U.8. Government 
shall be proportionately reduced to reflect 
the U.S. Government contrlbutlons and. 
subject to the provisions of paragraph (2) 
above. no other royalties. fees or other 
charges will be sssessed agdmt U.S. Oov- 
emment funded purchases of such Item. 
However, charges may be made for reason- 
able reproduction. handling, mailing. Or rim- 
liar administrative costs incident to the fur- 
nishing of such data. 

NOTE: Manufacturine license agreementi 
shall contain all of the inform&ion and 
statements Ln 0 124.10 (a) through tn) (2); 
technical assistance agreements shall con- 

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 

tain all of the inform&on md statements 
in $124.10 (a) through (I). See gl24.01 to 
distlngulsh between types of agreementa. 
[Dept. Reg. 108.605. 34 F’R 12036, JUlY 17. 
1969. as amended by Dept. Reg. i08.646. 26 
PR 20940, Nov. 2. 1971; Dept. Reg. 108.648, 
36 F’R 22741. Nov. 30, 1971: Dept. Reg. 
108.650, 36 F’Ft 24gOO. Dec. 23. 1971: Dept. 
Reg. 108.733,42 FR 18617. Mar. 2Q. 19’771 

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: 

(nl A statement that reads as fol- 
lows: 

(1) It is agreed that sales u&r contracts 
made with funds derived through the Mili- 
tary &sistance Program or otherwise 
through the U.S. Government Will not in- 
clude tither (1) charges for Patent rights in 

0 lfJ.11 Required information in letters of 
transmittal. 

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

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

tc) A statement gfving the military 
security classification of the equip- 
ment or technical data. 

(d) A statement rerdine as follows: 
“If the agreement is approved by the 
Department of State, such approval 
will not be construed by.... . . . . . 8s pass- 
ing on the legality of the agreement 
from the standpoint of antitrust laws 
or other 8ppliC8ble statutes, nor 
will ..,...... construe the Department’s 
approval 8s constituting either approv- 
al or disapproval of any of th2 bust- 
ness terms or conditions between the 
parties to the agreement.” 

te) A statement identifying 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 BS 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 8s follows: 
“Within 30 days the . . . . . . . . . will furnish 
the Department of State with one 
copy of the signed agreement (or 
amendment) 8s finally concluded; will 
advise the Department of its termina- 
tlon 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 1s made not to con- 
clude the proposed agreement, will so 
advise the Department within 60 
days.” 

[Dept. Reg. 108.605. 34 F’R 12036. July 17. 
1969. p9 amended by Dept. Reg. L06.646. 38 
FR 20941,Nov. 2,lS’W 

fttlo 22-Foreign Relations 

f 124.12 Agrwmcnt disapproval and rcvo- 
catkon. ruspcnsion of amendment of 
appllovd 

(a) A msnufacturing license or tech- 
nical assistance agreement may be dis- 
approved, and a previously granted ap- 
proval of such 8n 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 pe8ce; (21 
The security of the United States; (31 
The foreign policy of the Unfted 
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 2 127.07 of 
this chapter or suspended under 
g 127.08 of this chapter or whenever M 
order of debarment or suspension has 
been made applicable to such a party 
under 4 127.09 of this chapter, or 
whenever a person who has been de- 
barred or suspended has a significant 
interest in the transaction. 

(b) Whenever 8n agreement is dis8P 
proved or a previously granted approv- 
al of an agreement is revoked, sus- 
pended, or -amended. the U.S. party 
will be advised promptly in writing, of 
the Department’s d&&on. The rea- 
sons therefor will be stated as specifi- 
cally as security and foreign relations 
considerations permit. 

(cl If written request is made within 
30 days after service of 8n adverse de- 
cision by the Department of State, the 
U.S. party will be accorded 8n oppor- 
tunity to present additional informe- 
tion and the case will be reviewed by 
the Department of State. 
u&p Reg. 108.744. 42 FR 42652. Aug. 25. 

Ex~trrrrorrs 

4 124.20 Offshon procurement. 

Notwithstanding the other provi- 
sions fn 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: 

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

(b) The technical data of U.S. origin 
to be used in the foreign 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. 126.11. or 125.12 of this 
subchapter: 

tc) 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; 

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

(31 Prohibits the acquisition of any 
rights in the data by any foreign 
person without the approvat 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 
all the limitations of this paragraph 
td): and 

te) The person in the United States 
provides the Office of Munitions Con- 
t.rol, 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 subcontra$ or pur- 
chsse order must cle+rly identify the 
article to be produced. 
[Dept. Re6. 106.646. 36 F‘R 20941. Nov. 2. 
19711 

8 12s.01 

PART MU-UNCLASSIFIED TECMNI- 
CAL DATA AND CLASSIFIED IN- 
FORMATION (DATA AND EQUIP- 
MENT) 

84X. 
125.91 Technical Data. 
125.02 Clasaifled information. 
126.03 Export of technical data. 
125.~~1Ex~rt of unclassified technlcal 

125.05 Export of clasalfied Information 
(data and equipment). 

Exx~filors 
125.16 Shipmenta by US. Government 

agencies. 
125.11 General exeznptlona 
125.12 Canadian ehlpments. 
125.13 Data on nuclear materiala 

PROCED~ 
12S.20 Export of unclaaslfkd technIcal 

data. 
126.21 Export of classffied Information 

(data and equipment). 
125.22 Certification requirements. 
125.23 Filing of licenses for export of un- 

classified technical data. 
125.24 Fillns of licenses for export of clss- 

sified information (data and equipment). 
AUTHORXTY: Sec. 414. aa amended, 68 Stat. 

848; 22 U.S.C. 1934: sets. 101 and 105. E-0. 
10973. 26 FR 10409; sec. 6, Departmental 
Delegation of Authority No. 104, 26 FR 
10608. as amended. 21 FR 9925, 28 FR 7231: 
and Redelepation of Authority No. 104-3-A, 
28 FR 7231. 

SOURCE: Dept. Reg. 108.605, 34 PR 12037. 
July 17. ISSO. unless otherviae noted. 

Nom Export liccnscs for technical data 
may be denied, revoked suspended. or 
amended by the Department of 8tat.e. (See 
f 123.05 of this subchanter. 

0 125.01 Technical data 
As used in this subchapter the term 

“technical data” means: (al 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 apphca- 
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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. 
g 125.04 Export of unclassified technical 

data. 
(a) Genetcrl. A Hcense issued by the 

Department of State shall be required 
for the export of unclassified technical 
data (as defined in 0 125.01 (a) and (b)) 
unless otherwise expressly exempted 
in this subchapter (see 00 125.10 and 
125.11). 

Unclassified inl’ormation that does 
not meet the definition of technical 
data or can meet the test of an exemp- 
tion in #Q 125.10 and 125.11 <see espe- 
ciallv I125.11taH2)) shall not be the 
sub&t 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 technicaI 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.&C. 
184. 

tc) 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 U.S. 
Munitions List which are to be dis- 
closed to foreign nationals either ln 
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 national& 
unless otherwise expressly exempted 
in this subchapter (see 0 125.11). 

bility in the United States; I or tc) clas- 
sified information as defined in 
4 125.02. 
tmpt. Reg. 108.039. as FR 19016. Dec. 18. 
19701 

# 125.02 Classified information. 
As used in this subchaptcer. the term 

“classified information” Is either (a) 
equipment, or (b) information trelat- 
Ing to any arms, ammunition, and im- 
plements of war on the U.S. Munitions 
List) which has been assfgned a U.S. 
security classification as requiring pro- 
tection in the interest of national de- 
fense. (Patent applications covered by 
a secrecy order fall in the same catego- 
ry I~d classified information. See 
f$Ef.tf. 

in 
(d).) See Ml25.10 and 125.11 

, ptionr. 

0 125103’ Export of technical data. 
The i export controls of this sub- 

chapter over technical data (a) apply 
to the ,export of unclsssified technical 
data relating to arms, ammunition, 
and implements of war on the U.S. 
Muqitlons 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 0 125.02. 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 determlnlng wheth- 
er the technology In question advances the 
state-of-the-art or estabiishes a new ti is 
upon the U.S. puty or applicant In consul- 
2; ;tIthe cognlzrnt agency of the U.S. 

The term 9orelgn nstlonak” as used In 
this subchapter me&ns “All persons not dtl- 
lCens of. not nrtlonals of, nor Iminlgrmt 
&lens to. the United States” as deflned In 
the Department of Defense Industrial Secu- 
rity Manual. However. certain other forelen 
perxons may be cleared to have access to 
technIcal data. See section 3 of the Industrl- 
8i Security Manual. 

[-pt. Re& 108.605. 34 FW 12037. July 17. 
1969. as amended at Dept. Reg. lOS.615. 35 
FTt 3030. Peb. 14. 1970; Dept. Rep. 100.629. 
35 PR 19016. Dec. 16.19701 
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0 125.05 Export of classified information 
(data and equipment). 

(a) Any request for authority to 
export classified information (data or 
equipment) by other than the cognl- 
zant department or agency of the U.S. 
Government shall be submitted to the 
Department of State for approval. 
(S&e gpl25.10 and 125.11 for~dxemp- 
tions.) The application shall set forth 
all pertinent -&formation with full de- 
tails of the proposed transaction. (See 
p 125.21 for procedure.) 

(b) Classified information. as defined 
in 0 125.02, 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 
agenciesI. 

tc) 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 tsee 
9 125.11). 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.) 

8 125.11 

[Dept. Reg. 108.605. 35 FR 12037. July 17. 
1969. ss amended by Dept. Reg. 108.615. 35 
FR 3030, Feb. 14.19701 

Ex~lrr~lrons 

0 125.10 Shipments by U.S. Government 
ageneiea. 

Exports of technical data by U.S. 
Government agencies are exempt in 
accordo.nce 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- 
dividua.1 or firm, acts as a transmittal 

agent either as a convenience or in sat- 
isfaction of security requirements. 
Q 125.11 General exemptions. 

(a) Except as provided in 4 126.01, 
district directors of customs and postal 
authorities are authorized to permit 
the export without a license of unclas- 
sified technical data BS follows: 

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

(11 Sold at newstands and book- 
stores; 

(ii) Available by subscription or pur- 
chase without restrictions to any 
person or available without cost to any 
person; 

(iii) Granted second class mailing 
privileges by the U.S. Government: or. 

(iv) Freely available at public librar- 
ies. 

(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. enof- 
neering, design, production, or manu- 
facture of any arms, ammunition or 
implements of war on the U.S. Munl- 
tions List. (This exemption does not 

‘The burden for obtalnlng aPPr0Priat-e 
U.S. Government approval for the publica- 
tion of technical data falling wlthin the 
definition in j 125.01, Including such data as 
may be developed under other than U.S. 
Government contract, k on the person OP 
company seeking publication. 
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germIt the prime contractor to enter 
into SUbrldIuy technlc&l aseist.&nce 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 .SO and ammunition 
for such weapons, except technical 
data containing advanced designs, 
procemes, and manufacturing tech- 
nlques. 

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

(71 If it consista of operations, main- 
tenance, and training manuals, and 
aids relating to equipment, the export 
of which has been authorlxed to the 
same recipient. 4 

(81 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- 
c&l data, provideU, it pertains to the 
identical Mtinitions List article, and 
the revisions ue solely editorial and 
do not add to the content of technol- 
ogy previously approved for export to 
the same recipient. 

(01 If it coirsisfs 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. 5 

litlo 22-Forwgn Rolationr 

(111 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 emnloyee is a U.S. citi- 
aen and has a “need to-know.“* 

(121 If the exwrt Is directlv related 
tc classified lnfckmation. the export of 
which has been previously authorixed 
to the same recipient, and does not 
disclose the details of de&m. 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 0 126.01 of this 
subchapter: 

(1) No license shall be required for 
the oral and vis-ml disclosure of un- 
classified technical data during the 
course of a plant visit by foreign ns- 
tionals provided the data is disclosed 
in connection with a classified plant 
visit or the visit has the approval of a 
U.S. 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, paraeraph 
IO(d) of the Industrial Security 
Manual ue met. 

(2) No license shall be required for 
the documentary disclosure of unclss- 
slfied technical data during the course 
of a plant visit by foreign nationals 
provided the document does not con- 
tain technical data as defined in 
9 125.01 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 technkal data 

‘Not l ppllable to technical data relating 
to Category VI(e) and Caterory XVI. 

%lanIfkd Information may also he trans- 
mltted ln direct support of and within the 
technlcal and/or product limitations of such 
verlfled “US. Government approved pro- 
jects” wlthout prior Department of State 
aporovsl provided the US. party so certifies 
and aunplks with the reaulrementd of the 

89 

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 sgencies). 

93assifkd information may also he 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 Manual 
relating to the transmission of such classi- 
fied lnformatfon (and any other require- 
ments of cognizant U.S. Government de- 
partments or agencies). Such technical data 
or information tclassified or uncla&fied) 
shall not he released by oral. visual. or docu- 
mentary means to any forekn 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 approvai 
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 amroved by the cognizrmt 
U.S. Defer&- agency &d the require- 
ments of section V. paragraph 40(d) of 
the Defense Industrial Security 
Manual are met. 

0 125.21 

[Dept. Reg. lQQ.605, 35 FR 13037, July 17, 
lQ6Q. ss amended by Dept. Reg. 108.530. 35 
FR 18605 Dec. 31. 1910; Dept. Reg. loB.(Hs, 
96 FR 3OQ41, Nov. 3, lQ71; Pent. Reg. 
108.649. 38 FR 23741. Nov. 30. 1971: Dept. 
Reg. 108.608.37 FR 14694. July 22.19721 

0 125.12 Cmnadbn rhipmenb. 

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

(a) Nuclear weapons strategic deliv- 
ery systems and a11 specifically de- 
signed components. parts. accessories 
attachments, and associated equip- 
ment therefor; 

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

(cl Naval nuclear propulsion equip- 
ment as defined in Category VI(e): 

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

te) Submersible and oceanographic 
vessels and relatid articles as defined 
in Category XX tal throueh (d). -. - _ _ 

(This exemption does not authorise 
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 lQQQ5. Dec. 31. 
1970. as amended by Dept. Reg. 108.646, 36 
FR 20941, Nov. 2.19711 

(a) General and uisib. Unless 
exempted in 0 125.10 or g 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- 
panled by five copies of the data. In 
the case of visits, sufficient details of 
the proposed discussions shall be 
transmitted in quintuplicate for an 
adequate appraisal of the data in ques- 
tion. 

(bl Paten&. 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 ln accordance with 37 
CPR 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 tal of this section. 
[Dept. Reg. 108.615. 35 FR 3030. Feb. 14. 
1370. and Dept. Reg. 108.646. 36 FR 20911, 
Nov. 2.18711 

$125.13 Data on nuclear materialr. 

To the extent that technical data, 
the export of which are controlled by 
the Atomic Energy Commission under 
the Atomic Energy Act of 1954. Bs 

amended, are coextensive with techni- 
cal data related to articles in Category 
VI(e), Category XVI. and Category 
XVIII, the provisions of this sub- 
chapter shall not apply. 

PRocmuRE5 

0 125.20 Export of ~unclawifkd technIcal 
data. 

4 125.21 Export of clammed information 
(data and equipment). 

Unless exempted in p 125.10 or 
Q 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 permit an 
evaluation of whether an export li- 
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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 ln accordance with the instruc- 
tions contained on the reverse thereof. 

cerise may be Issued. When the appll- 
cation is for export of classified equip- 
ment it shall be accompanied by five 
copies 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 footrkte 3 
to 0 123.10 (d) of this subchapter). All 
classified materials accompanying an 
application shall be treated as re- 
quired by the Defense Industrial Secu- 
rlty Manual, sectlon I, paragraph 5. 
K$f,t. Reg. 108.646, 36 FR 20942, Nov. 2, 

0 125.22 Certification requirements. 

An exporter in the United States 
clalmlng any exemption for the export 
of technical data in accordance with 
the provisions of 0125.11, 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 CI?R 125.11 l 
l l applicable,” identlfylng the specific 
paragraph(s) under which the exemp- 
tion is claimed. 
9 125.23 Filing of liccnsecl for export of 

unclaaaifled 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 mailing. The district di- 
rector of customs or postmaster shall 
endorse and transmit the licenses to 
the Office ok’ Munitions Control, De- 
partment of State, in accordance with 
the instructions contained on the re- 
verse thereof. 
:Ik;,t. Reg. 108.615. 35 FR 3030. Feb. 14. 

0 125.24 Filing of licenses for export of 
cla&fied information (dati and equip- 
ment). 

DSP-85 licenses authorizing 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- 
ml&on In accordance with the De- 

De;; Reg. 108.615. 35 FR 3030. Feb. 14. 

PART 126-PROHIBITED SHIPMENTS, 
TEMPORARY SUSPENSION OR 
MODIFICATION OF REOULATIONS, 
EXEMPTIONS, ANID RELATION TO 
OTHER PROVlSlONS OF LAW 

sec. 
126.01 Prohibited shipments to or from 

certain countries. 
126.02 Temporary suspension or modifka- 

tion of reylatlons of the subchapter. 
126.03 Waker or exception in hardship 

cases. 
126.~enS~elspmenla by U.S. Government 

126.05 R&ion to other provlsions of law. 
Aaonrru: Sec. 414. as amended, 68 Stat. 

846, 22 U.S.C. 1934: sees. 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: 
kd;&&ion of Authority No. 104-3-A, 20 

&uncc Dept. Reg. 108.605. 34 FR 1203% 
July 17.1969. unless otherwise noted. 

0 126.01 Prohibikd shipments to or from 
certain countries. 

The polky 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, Outer 
Mongolia, Poland. Rumania, Union of 
Soviet Socialist Republics. any of the 
Thea of Viet-Nam which -is under de 
facto communist control. and to or 
from any other area where the ship- 
ment of Munitions List articles would 
not be ln 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 O125.11(a) (1) and (2) 
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of this subchapter, do not apply to tc) This section does not authorize 
shipments destined for or originating any Government department or 
in any of this proscribed countries or agency to export any items Iisted in 
areas. 0 121.01 of this subchapter which are 

subject to restrictions by virtue of 
0 126.02 Temporary rurpenrion or modifl- other statutory provisions. 

cation of regul8tionr of the rabehapter. 

The Director, Office of Munitions 
Control, Department of State, is au- 
thoriaed to order the temporary sus- 
pension or modffication 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. 

Dept. Rep. lOS.646. 36 FR 20942. Nov. 2. 
19721 

# 126.05 Relation to other providonr of 
hw. 

The provisions in this subchapter 
are in addltlon to. and are not in lieu 
of, any other provision of law or regu- 
lations respecting commerce in arms, 
ammunition. and imnlements of war. 

Q 126.03 Waiver or exception in hardship 
and technic& data reiating thereto. 

CMCB. 
In bona fide oases showing excep- 

tional and undue hardship, the Direc- 
tor, Office. of lvIunitIons Control, De- 
partment of State, is authorlsed to 
make an exception to the regulations 
of this subchapter after full review. 

0 126.04 Shipments by U.S. Government 
agmcieii. 

(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 1954, ss 
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 P U.S. Government agency, 
or (2‘ actual transfer of possession of 
U.S. CIovernment-owned articles is ef- 
fected in the United States bv an 
agency of the U.S. Govemment~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. Oovem- 
ment and the export is covered by a 
U.S. Government Bill of Lading. 

CART 127.VIOLATIONS, PENALTIES 
AND ADMINISTRATIVE REMEDIES 

sec. 
127.01 Vlolstlona In general. 
127.02 Misrepresentation and omlasion of 

facts. 
127.03 Criminal penalities. 
127.04 Penalties for violrtiona relating to 

Southern Rhodesia. 
127.05 Authority of district directom of 

cllstoma. 
127.96 Seizure snd forfeiture in &tempts 

at illegal exports. 
127.07 Debarment. 
127.06 Interim suspension. 
127.99 Applicability of orders. 
127.10 Civil penalty. 

Atrmonmr: Sec. 414. as amended. 69 Stat. 
648; 22 U&C. 1934; 16 U&C. 1001; 22 U&C. 
401: llecs 101 snd 105. E.O. 10973. 26 FR 
10469; m 6. Depvtmental Deletion of 
Authority No. 104.26 FR 1068. u amended. 
27 FR 9925. 28 FW 7231; ad Redelegation 
of Authority No. 104-3-A 28 FR 7231. The 
provisions of FWt 127 regarding exoorta to 
&uthem Rhodesia. Issued under E.O. 
11322, 32 FR 119; 69 St&.. 620. 22 U&C. 
287~. 

Somtca: Dept. Reg. 108.695. 94 F’R 12040. 
July 17. 1969, unless otherwise noted. 

8 127.01 Vkoktionr in gcnerd. 
(al It ia unlawful to export or at- 

tempt to export from the United 
States 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 
approval from the Department of 
St&?. 
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(bl No person, with knowledge that 
another person is then Bubjeet to an 
order of debarment, or interim auspen- 
don, directly or indirectly, in any 
manner or capacity. without prior dis- 
closure of the facts to. and written au- 
thoriaation of the Office of Munitions 
Control: 

( 11 May apply for, obtain, or use any 
export control document as defined in 
0 127.02(b) by, to, or for such debarred 
or suspended person; Or 

(2) May order, buy. receive. use. sell, 
deliver, store, diepose 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 a~- 
proval is required by this subchapter, 
exported or to be exported from the 
United &ate& whereby a debarred or 
suspended person may obtain any 
benefit therefrom or have any direct 
or indirect Merest therein. 

(cl No person may cause, or aid. 
abet, counsel, demand, induce, pro- 
cure, or permit the commission of any 
act prohibited by, or the omission of 
my act required by 22 U-SC. 2778, 22 
U.S.C. 2779. or any regulation, license. 
approval, or order issued thereunder. 
;zelt. F&& 108.744. 42 PR 42852. Aug. 25, 

9 127.02 Miuepmcntation and omIsdon 
of IBets. 

(8) 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 ln an 
export or intransit control document 
will be considered, as made in a 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.&C. 2778 and 22 USC. 2779. 
; (b) For the purpose of this SeCtiOn. 
the term export or intransit COntrOl 
document includes the following: 

(1) Applications for export or intran- 
ait license and supporting documents. 

(2) Shippers export declarations. 
(3) Invoices. 

(41 Declarations of destination. 
(5) Delivery verifications. 
(61 Applications for temporary 

export license. 
(71 Applications for registration. 
(8 ) Purchase orders. 
(9) Foreign import certificate?. 
(10) Bills-of-kding. 
(111 Air way bills. 
( 12 1 Consignee-purchaser transac- 

tion statements. 
(13) Nth country control statements. 
(141 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. 10&605. 34 PR 12040, July 17. 
1060. u amended by Dept. Reg. 108.744. 42 
Pa 42852, Aus. 25,10771 

# 127.02 Crimind pedtie8. 
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. 27791, 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 29 of the Arms Export Control 
Act (22 USC. 2778, 27791 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 misleadimz- 
rhall. uwn conviction. be sublect to fine or 
hpr&onment. or both. WI ~rkcribed by 22 
U.S.C. 2778tc). 
\De;t. Reg. 108.744. 42 FR 42152. Aug. 25. 

0 127.04 Pendtiev for violation8 relsting 
b Southern Rhodeh 

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 l(d). 
of Executive Order 11322 or any rule 
or regulation contained ln this part., or 
who willfully in a registration or li- 
cense application makes any untrue 
etatement of a material fact, or omits 
to state a material fact regir- EaE 
stated therein or necessa 
the statements therein not mislevding. 
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shall, upon conviction, be fined not 
more then $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, 
inch&ding 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. 

0 127.06 S&we and forfeiture in rttcmptn 
at illegal exports. 

ta) 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 
punibhable 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 lntend- 
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 

8 127.07 

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 Debarmant. 

(a) Debarrrrent orders. The Director, 
Bureau of Politico-Military Affairs, is 
authorized to debar (prohibit) MY 
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 13 important for the 
maintenacne of the regulatory 
scheme. The following are canse for 
debarment. 

(11 Conviction of a criminal offense 
as defined in 5 127.03. 

(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 a reasonable 
basis to believe and determine that the 
vlolator 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 00 128.02 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 ln accordance with 
)9 128.02 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 CPB 388.1 and the EXDOI% Adminis- 
tration Act of 1969 or to exclude the 
person from practice before the 
Bureau of East-West Trade under 15 
CF’R 390.2 and the Export Administra- 
tion Act of 1969. where the Hearing 
Commissioner makes a further finding 
that the facts reasonably lmpel 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 USC. 2778. or with the rules 
or regulations Jssued thereunder. 

(b) Bfotfons Lo vacate or m&ii/~. 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 discretfon, 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 
practlcab1e date submit his report and 
recommendations to the Director, 
Bureau of Politico-Military Affairs, 
Deoartment of State. The Director 
may issue an appropriate order dispos- 
ing of the motion and the moving 
party will be informed. 

f 127.08 Interim suspension. 
(a) Int!erfm ruspension 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 
which a license or approval Is required 
by this subchapter, when he believes 
grounds for debarment as defined in 
4 127.07 exist, and where and to the 
extent he finds interim suspension is 
reasonably necessary to protect world 
peace or the national security or for- 
eian policy of the United States, Rend- 
ini final disposition of debarment pro- 
ceedings. The suspended person shall 
be sent a charging letter as provided in 
8 128.03 of this chapter. A copy of the 
interim suspension order will be served 
upon him In the same manner as pro- 
vlded in 4 128.07 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 

briefly recite the relevant facts, state 
the grounds for tssuance of the order. 
and describe the nature and duration 
of the interim suspension. No person 
may be suspended for a period exceed- 
ing 80 days unless preceedings under 
88 128.02 through 128.18 of this chap- 
ter or criminal proceedings are initiat- 
ed before the expiration of that 
period. 

(b) MolCons to vacate or modif& A 
motion or petition to vacate or modity 
an interim suspension order may be 
filed at any time with the HeIWin& 
Commissioner, and a 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-Mtli- 
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. 

tc) Dr$emnt of action on license 
applications othmwtie prohibited. 
Except for the particular application 
or license which is itself the basis of 
any investigation or proceeding, no li- 
cense application filed by MY 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 4 127.88(s). 
U&t;; Reg. 108.744, 42 FR 42852. Aug. 25, 

0 127.09 Applicability of orders. 
For the purpose of preventing eva- 

slon, orders of the Director, Bureau of 
Politico-Militarv Affairs. debarrina a 
person under 6 127.07. and orders- of 
the Director, Office of Munitions Con- 
trol, suspending a person under 
4 127.08, 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. 

95 



APPENDIX IV APPENDIX IV 

Choptot I-Dopttmont of Slot0 

Appropriate notice and opportunity to 
respond to charges will be given. 
KM&. E&g. 108.144, 42 FR 42832. Aug. 29, 

0 127.10 Civil penalty. 
(al The Director, Bureau of Politic* 

lrdilitary Affairs. is authorlxed to 
impo8e a civil penalty in an amount 
not to exceed that author&d by 50 
U.S.C. 24OMcl for each violation of 22 
U.S.C. 27’18, or any ngulatlon. order. 
license or approval issued thereunder. 
This civil penalty may be either ln ad- 
dition to, or in lieu of, any other liabil- 
ity or penalty which may be lmyroaed. 

(bl 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 li- 
cense. 
;Ik;,t. Reg. 103.744. 42 FR 42352, Aug. 259 

PART 1 I&-ADMINISTRATIVE 
PROCEDURES 

sec. 
128.01 Exclusion of functlona from Admin. 

lstrative Procedure Act. 
128.02 Hearing COXnnddOnet. 
128.~~;itution of 8dmlnlstmtive Pro- 

--- 
128.04 Default. 
128.05 Answer and demand for oral hear- 

trig. 
128.08 Discovery. 
128.05 Prehearlng conference. 
128.08 Heuinw. 
la8.09 Proceedinqs before and nport of 

Hearing Commisaloner. 
128.10 Disposition of proceedings. 
128.11 Consent orders. 
128.12 Reheuines. 
128.13 Aweals. 
128.14 Proceedings conftdential. 
128.15 Orders containin probationary pe- 

M&i. 
128.18 Extension of time. 
128.17 Availability of otdW6. ’ 

Aumumm: Sec. 38,QO Stat. 744 (22 U.S.C. 
2778); sec. 601. as amended, 47 Stat. 417 (31 
U&C. 686); E.O. 11958. (42 FR 4311. Jan. 
18.1977). 

SOVICE 42 PR 42863. Aug. 3% 1971. unless 
otherwise noted. 

$128.02 

0 128.01 Exclurion of functions fr@m Ad- 
ministrative Prucedun Act. 

The functiona conferred by Section 
38 of the Aims Export Control Act are 
excluded from 5 U.S.C. N 653 and 554. 
0 128.02 Hcarlng Cammirriomr. 

The Bearing Commissioner referred 
to herein ls the Hearing Comtnl88ion- 
er. Bureau of East-West Trade, U.S. 
Department of Commerce, as provided 
in 15 CFR 388.2. The Hearing Commls- 
sioner is authorixed to exercise the 
powers and perform the duties pro- 
vided for ln 02 128.03 through 128.18. 
0 128.05 In6titutiol? of admbi6trative 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 ln accordance with 0 127.07 of 
this chapter or civil penalties in ac- 
cordance with 0 12’7.10 of this chapter. 
The charging letter will state the es- 
sential fact6 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 a 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 wlthln 30 days, as provided in 
0 128.05(a). and that failure to answer 
will be taken aa an admission of the 
truth of the charges. It will inform the 
respondent that he is entitled to an 
oral hearing if he fries 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 Charglng letters may be 
amended from time to time, upon rea- 
sonable notice. 

(b) Service. A charging letter is 
served upon a respondent: ( 11 If he ls 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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Demon of suitable age and discretion 
than residhg therein; or (21 if he is a 
non-resident of the United States, 
when served upon him by 8ny 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 responilent re- 
sides, when it is tendered for service 
on him to an official of the govem- 
merit. of the country wherein he re- 
sides. 

0 125.04 Def8Ult. 
(a) Failure to anwer. If the respon- 

dent falls to answer the charging 
letter he may be held in default and 
the csse shall be referred to the Hear- 
ing Commissioner for consideration in 
a manner as he may consider appropri- 
ate. Any order issued shall have the 
same effect as an order issued follow- 
ing the d&position of contested 
-‘haryes. 

(b) Pelftion to ret aside defaultd. 
Any respondent agalnst whom a de- 
fault order has been issued may apply, 
upon good cause shown, together with 
evidentiary data in support thereof, to 
set sside 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 Hear@ 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 hi 
full force and effect unless a further 
order is made modifying or teiminat- 
ing it. 

(b) Contenta 03 an8wer. 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 a 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 connection 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 

tc) Submission of tanswet. The 
answer, written demand for oral hear- 
ing, if any. and supporting evidence re- 
quired by p 128.05(b) shall be in dupli- 
cate and mailed or delivered to the 
Herring 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. 

-0 128.06 DLoovcry. 
(a) Mscoveru by the respondenl. The 

respondent, through the Hearing 
Commissioner, may request from the 
Office of Munitions Control any rele- 
vant information, not privileged, that 

0 128.05 Anrwcr and dcmd for oral may b n 
hearing. 

ecessary or helpful in prepar- 
lng a defense. The Office of Munitions 

(al when Lo a-r. The respondent Control may supply summaries in 
is required to answer the charging place of original documents or may 
letter within 30 days after service. withhold information from discovery 
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if the interests of national security so 
require, or if necessary to comply with 
any statute, executfve order or regula- 
tlon requiring that information not be 
disclo!?ed. 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. 

(bl Discovery by tire OfSztr of Muni- 
tfonr ControL The Office of Munitions 
Control or the Wearing Commkrsioner 
may request from the respondent ad- 
missions of facts. answers to interroga- 
tories, the production of books, rec- 
ords, or other relevant evidence, 80 
long as the request is relevant and ma- 
terial, reasonable in scope and not 
unduly burdensome. 

tc) Subpoenaa. At the request of any 
party, the Hearing Commissioner may 
issue subpoenas, returnable before 
him, requiring the attendance of wit- 
nesscs 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 discowry rights. 
If the Office of Munitions Control 
kls to provide the respondent with 
adequate information to prepare a de- 
fense, the Hearing Commissioner may 
dismiss the charge8 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 tc requests for information, 
the Hearing Commissioner shall con- 
aider whether the evidence sought is 
necessary to a fair hearing, and if it is 
60 necessary that a fair hearing may 

9 128.08 

not be held without it. he shall dlsmim 
the charges. 

0 128.07 Pnhearing cmfennce. 
(a) The Hearing Commisaloner may. 

upon his own motion or upon motion 
of any party, request the parties or 
their counsel to a prehearing confer- 
ence to consider (11 simplification of 
issues; (21 the necessity or desirability 
of amendments tc pleadings; (31 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 Commfgsioner will prepare a 
summary of the s&ion 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 tc 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. 

8 128.08 Hearings. 

(a) A respondent who had not filed a 
timely written answer is not entitled 
to a hearing, and the case may be con- 
sidered by the Hearing Commkvioner 
as provided in p 128.04tal. 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 Hearlna Commissioner in a fair 
and impartial manner. The rules of 
evidence prevailing in courts of law do 
not apply, but allevidentiary material 
relevant and material to the in~ulry 
will be received and given appropriate 
weight. Diligent effort shall be made 
to declassify or t@ seeure 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- 
parted by the classified materials and 
omits only so much as remains elassi- 
fled. 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- 
spect classified materiais. 

tc) 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 
f2osta. 

8 128.09 Proceedinga before and report of 
Hearing Commiuioner. 

tsl 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. 

(bl 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 regulation has 
been violated, and the Hearing Com- 
missioner’s recommendations and 
shall be transmitted to the Director. 
Bureau of Politico-Military Affairs. 
Department of State. 

Q 128.10 Disposition OC 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, conaider 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 0 127.07 cf this chapter, or-im- 
posing a civil penalty as provided in 
0 127.10 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 order& 

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 Rearing 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. 
0 128.12 Rehearing& 

The Hearing CornmissIoner 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 obtaln- 
able at the time of the original hear- 
ing, A request for rehearing or reopen- 
ing must contain a SWIUWW 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 ILL provided for the 
original proceeding as described in 
0 128.10. 

Q 123.13 Apgals. 
(81 Filing of appeals. An appeal IfkUSt 

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 
civil penalties must be filed within 30 
days after receipt of a COPY of the 
order. 

(bl CWwufa and conditions for 
appeal. The respondent may appeal 
from a debarment or from the imposi- 
tion of a civil nenalty upon the ground 
(11 t&t the findings of violation are 
not supported by any substantial evi- 
dence, (2) that prejudicial error of law 
was committed. or (31 that the provi- 
sions of the order are arbitrary. cwri- 
cious, or an abuse of discretion. The 
appeal must specify upon whkh of 
the6 grounds the appeal is based and 
must indicate from which provisions 
of the order the appeal is t&ken. 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 Q 128.04(b). 

tc) Matters considered on appeal An 
appeal ~111 be considered upon the 
basis of the assembled record, consist- 
ing of, but not limited to the charging 
letter, respondent’s answer, the tran- 
scriot or magnetic recording of the 

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 
origin&l hearing. The Appeals Roard 
may order or&l argument before it, but 
shall not consider facts or arguments 
relating to the policy embodied in 
rules or regulations alleged to have 
been violated. 

(dl Effect of ameala. The taking of 
an appeal will not stay the operation 
of any order. 

te) Prcpcrratdon ofuppeals. (11 Gen- 
etcrl rerptirementp. 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 indicated, 
and a copy shnultaneously served on 
the Director, Office of Munitions Con- 
trol, Department of State, Waahlng- 
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 reuuosted at the 
time the request is flied. 

(2) Oral presentation. The Appeals 
Board may grant the appellant an OP- 
portunity for oral argument. The AP- 
seals board will set the time and Place 
&%a1 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 rerwesentative, upon writ- 

application. The application 
$kld be made to the Appeals Board, 
U.S. Department of Commerce, Wash- 
ington, DC. 20230. It must identify 
the material or information to be in- 
spected or copied. and the purposes 
for which it is sought. 

(fl De&iorrJ. All appeals will be con- 
sidered and decided within a reason- 
able time after they are filed. An 

hearing before the Rearing COm’ds- 
sioner. the rewrt of the Hearing Com- 
missioner, the order of ihe Director, 
Bureau of Politico-Military Affairs, 

Q 128.13 

and any other relevant documents in 
valved in the Droceedings before the .-_ . . . 
Hearing Comkssioner. -The Appeals 
Board may direct a rehearing and re- 

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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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) Dete77ninetion. 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 8. 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. 

tc) Effect. of revocation on ot&r ac- 
tion& 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. 

0 128.14 Procccding6 confidential. 
Proceedings under this Part are con- 

fidential, excepting any orders issued 
therein. Reports of the Hearing Com- 
missioner and copies 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. Oovem- 
ment agency showing a proper interest 
therein. 

8 128~~rdem contdning probationary 
. 

(a) Zievocation of probaliona?x! peri- 
ods. A debarment or interim suspen- 
sion 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 tc 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 rupoort of the application 
will be presented to the Hearing Com- 
mlssioner 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) Heating-(1) Objections upon 
nolice. Any person affected by an ap- 
plication upon notice to revoke proba- 
tion, within the time specified in the 
not&, may file objections with the 
Hearing Commissioner. 

(2) Objeclions to order without 
nolice. Any person adversely affected 
by az~ 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 reauest will not stay the effec- 
tive date oi the order or revocation. 

(31 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 Munftions Control, Department of 

4 128.16 Exten6ion of time. 

The Hearing Commissioner. for good 
cause shown, may extend the time 
within which ti 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 recordkeeplng and reporting re- 
quirementa contained in Subchapter M have 
been approved by the Office of Manage- 
ment and Budget in accordance with 44 
USC 3509. 
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p 130.01 
end items or major components as de- 
fined in 0 121.14, or any person who, 
directly or indirectly. furnkhes to an 
applicant or supplier defense servkes 
valued in an amount of $100.000 or 
more when such articles or aervJces 
are to bc delivered tor incorporated in 
defenae 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 hcense or ap- 
Droval 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 (31, (4) and 
(‘7) of section 47 of the Arms Export 
Control Act (22 U.S.C. 2794 (31, (4). 
(7)). When used alone with reference 
to commercial sales, “defense articles” 
means items on the U.S. Munitions 
Wst (0 121.01) and “deterrae se~ices” 
means technical data relatlne to those 
items as further defined in Q 125.01. 

te) “Political contribution” means 
any loan, gift, donation or other pay- 
ment of $1.000 or more made, or of- 
fered or agreed to he made, directly or 
indirectly, whether in cash or Jn kind, 
which is: 

(1) To or for the benefit of, or at the 
direction of, any foreign candidate. 
committee, political party. political 
factlon, or government, or government 
subdivision, or any JndJvJdual elected, 
appointed or otherwise designated aa 
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 intema- 
tional organization. Taxes, customs 
duties, hcense fees, and other charges 
required to be paid by applicable law 
or regulation shall not he regarded 88 
political contributions. 

(f)(l) “Pee or commission” means, 
except as provided in paragraph (fN2). 
any loan, gift. donation or other pay- 
ment of $1.000 or more made, or of- 
fered or aJrreed to be made, directly or 

Chaptar I-Dapartmant of Shto 

?ART lRtLINltORMATlON ON ?O- 
LITICAL CONTRIBUTIONS AND FfiLS 
OR COMMISSIONS IN CONNRC 
TbON WITH THE SALO OP EMPRNSE 
ARllCLRS OR SERVERS 

sec. 
130.01 rMJnltJon& 
130.11. OblJaatlon t.0 furnish JnfOtTMtIOn 

to the Offlee of Mu&Jon8 Control, De- 
partment of State. 

130.12 lnfommtbn to be fumJshed to the 
Oflla of ldunltJon6 Contml. Depart- 
ment of &ate. 

130.13 Suoolementaw rworta. 
130.21 I.&m&on k be ZurnJshed by 

vendor to apnJJant or rupnller. 
130.23 Infortnatlon to be fumkhed to a~- 

pllcant, ruppller or vendor by reclplent 
of fee or commlsslon. 

130.23 RecordkeepJna. 
130.31 ConfJdentJsl business IniOrm&Xk. 
130.32 Other repartfng requirements. 
130.33d LUi;J%$ion of and au%as to mports 

Arrrnon~mr: Sec. 994(b). Pub. L. 94-329 (90 
Stat. 729) (22 U.S.C. 27’79): sec. 212, Pub. L. 
34-3a9 (90 stat. 7291 m? U.S.C. 27781; sea. 
101 and 103, E.O. 10973,24 FFt 10469. 

souIeo8: -pt. Reg. 108.728. 41 FR 49608. 
Sept. 29.1976. unlerrai otherwtae noted. 

Q 120.01 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 ln 
an o;nount of $100.000 or more which 
are being sold commerciahy to or for 
the use of the armed forces of a for- 
eign country or international oreaniza- 
tion. This term also includes a person 
to whom the required license or ap- 
proval haa 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 servkes 
valued in an amount of $~OO.OOO or 
more under section 22 of the Arms 
Export Control Act (22 U.S.C. 2762). 

tc) “Vendor means any distributor or 
manufacturer who, directly or JndJ- 
rectly. fumiahea to an applicant or 
supplier defense articles valued in an 
amount of $100.000 or more which are 
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4 130.11 

indirectly, whether in cash or in kind, 
and whether or not pumuant to a wrlt- 
ten contract, which Is: 

(i) To or at the dirsction of any 
person, irrespective of nationality. 
whether or not employed by a affili- 
ated with an applicant, a supplier or a 
vendor: and 

(ii) 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 intema- 
tional organisation. 

(2) The term “fee or commlsslon” 
does not include: 

(1) A poll&al contribution or a pay- 
ment excluded by paragraph (d) of 
this section from the definition of DO- 
litlcal contribution: 

(ii) A normal salary (excluding con- 
tingent compensation) established at 
an annual rate and paid to 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 tech&al, 
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 cosst 
guard. ss well 8s the national guard 
and national police, of a foreign coun- 
try. This term also includes any mili- 
tary unit or military personnel orga- 
nised under or rssigned to an lntema- 
tlonal organlsation. 
3 130.11 Obligation to fumirh infomution 

to the Office of Munition8 Control, De- 
putment of State. 

(aH1) Each applicant shall lnform 
the Office of Munitions Control, De- 
partment of State, as to whether OP- 
plicant and/or its vendors have paid. 
or offered or agreed to pay, in respect 
of any sale for which a license or ap- 
prowl is requested: 

(11 Political contributions in an ag- 
gregate amount of $5.000 or more, or 

Tftlo22-FordgnR~r 

(ii) Pees or commissions in an sgtgre- 
gate amount of $100,OilO or more. 
If so. applicant shall furnish to such 
office the lnformatlon specified in 
0 130.12. 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 ln the case of an 
application with respect to a sale for 
which all lnformatlon specifted in 
0 130.12 which is required by this sec- 
tion to be reported shall already have 
been furnished. 

(b) Each supplier shall lnform the 
Office of Munitions Control. Depart- 
ment of State, ss to whether supplier 
and/or its vendom have paid. or of- 
fered or agreed to pay, in respect of 
my sale: 

(1) Political contributions in an ag- 
gregate amount of $5000 or more, or 

(2) Fees or commissions ln an aggre- 
gate amount of $100.000 or more. 
If so. supplier shall furnish to such 
office the information specified in 
4 130.12. The information reouired 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 
pamgraph, a contract award includes a 
purchase order, exercise of an option 
or other procurement action requiring 
a supplier to fumlsh 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). 

tc) In determlnlng whether an appli- 
cant and/or its vendors, or a supplier 
and/or ita vendors, 18 the case may be. 
have paid, or offered or agreed to pay. 
political contributions in an atmeeate 
amount of $5.000 or more in respect of 
any sale so 85 to require a report 
under this sectlon. there shall be ln- 
eluded ln 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- 

103 



APPENDIX IV APPENDIX IV 

Chaptor I-kpartmmt of State 

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 it.8 vendors have paid. or of- 
fered or agreed to pay, political contri- 
butions or fees or commMons in an 
aggregate amount requiring the infor- 
mation ~Decifif!d in S 130.12 t0 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- 
piicant or supplier at the time of its 
previous communication with the 
Office of Munitions Control, would 
have required the furnishing of infor- 
mation under p 130.11 at that time. 
Any report furnished under this para- 
glgDh shall. in addition to the infor- 
mation specified in 0 130.12, include a 
detailed statement of the reasons why 
applicant or supplier did not furnish 
the informatlon at the time specified 
in paragraph (81 or paragraph (b) of 
thle section as applicable. 

8 120.12 

0 120.12 Information to k furnished lo 
the Office of Munitions Control, De- 
partment of state. 

(al Every person required under 
g 130.11 to furnish information speci- 
fied in this section in respect of any 
sale shall furnish to the Office of AUu- 
nitions Control, Department of State: 

(11 The total contract price of the 
sale to the foreign purchaser: 

(2) The name, nationaIRy. address 
and principal place of business of the 
applicant or supplier, as the case may 
be, and, if applicable, Its employer and 
title; 

(31 The name, nationahty, lddress 
and principal place of bwlness. and, if 
applicable, employer and title of each 
foreign purchaser. including the ulti- 
mate end user, Involved In the rrle; 
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(41 Except as provided in paragraph 
tcl, a statement setting forth with re- 
spect to such sale: 

(il 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; 

(iii) 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; 

tvl The aggregrte amounts of politi- 
cal contributions and of fees or com- 
missions, respectively, which shall 
have been reported. 

(b) In responding to paragraph 
(al(l) of this section, the statement 
shall; 

(11 With respect to each payment re- 
ported, state whether such payment 
wss in cash or in kind, and if in kind, 
include a description and valuation 
thereof (where precise amounts are 
not available 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: 

(1) Its name; 
(ii) Its nationality; 
(iii) Its address and principal place 

of business; 
(Iv) Its employer and title; and 
‘fv) Its relationship. if any. to appli- 

cant, supplier. or vendor, and to MY 
foreign purchases or end user. 

tc) In submitting a report required 
by 0 130.11, the detailed information 
specified ln paragraphs (aH4) and (bl 
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 
COIlUdSSiOnS. 

In lieu of reporting detailed informa- 
tion with respect to such payments 
the aggregate amount thereof shall be 
reported, identified as miscellaneous 
political oontributions or miscella- 
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neous fees or commissions, as the case (1) In order to determine whether it 
may be. is obliged under 0 130.11 to furnish the 

(d) Every person required to furnish information specified ln 0 130.12 with 
the information specified in para- respect to a sale; and 
graphs (a) and (b) of this section shall (21 Prior to furnishing such informa- 
resnond fully to each subdivision of tion to the Office of hfunitions Con- 
those paragraphs and, where the cor- 
rect response is “none” or “not appli- 
cable.” shall so &ate. 
0 130.13 supplenmlt8ry report& 

(a) Every applicant or supplier who 
is required under 0 130.11 to furnish 
the information specified in p 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 I Any political contributions aegre- 
gating $2,500 or more or fees or com- 
missions aggregating $50,000 or more 
not previously reported are paid, or of- 
fered or agreed to be paid by applicant 
or supplier or any vendor: 

( 2 I Subsequent developments cause 
the information initially reported tc 
be no longer accurate or complete (as 
in the case where a payment actually 
made is substantially different in 
amount from a previously reported es- 
timate of an amount offered or agreed 
to be paid); or 

(31 Where additional details are re- 
quested by the Office of Munitions 
Control with respect to any mlscella- 
neous payment or payments reported 
under 0 130.12(c). 

(b) Supplementary reports shall be 
sent +o 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 I Any information specified in 
0 130.12 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 numberstsl. if 
any, related to the sale. 

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 30 130.11 and 130.12. 

(b) At the time of malting 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 
44 130.11. 130.12 and 130.13. E&h 
;&dor shall, except as provided in 
paragraph (e). furnish such supple- 
mentary reports in a timely manner. 

(cl 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 ls required under 
0 130.11 to furnish information speci- 
‘fied in !ll30.12. and if so reauired. 
shall in&de the information fur- 
nished by each vendor in providing 
the information specified. 

(dl Any vendor which has been re- 
quested by an applicant or supplier to 
furnish an initial statement under 
paragraph (al of this section shall, 
except as provided in paragraph tel, 
furnish such statement in a tlmely 
manner and not later than 20 days of 

0 130.21 Infommtion to be fUrIhhCd by receipt of such request. , 
vendor to applicant or uapplicr. te) If the vendor believes that fur- 

<al Every applicant or supplier: nishing information to an applicant or 
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supplier in 8 requested statement 
would unreasonably risk injury to the 
vendor’s commercial interesrtp. the 
vendor may furnllih in lieu of the 
statement an abbreviated statement 
d&closing only the aglrreoate &mount 
of all political contributions and the 
aggregate amount of all fees or com- 
missions which have been paid, or of- 
fered or agreed to be paid, by the 
vendor with respect to the ssle. Any 
abbreviated statement furnished to an 
applicant or supplier under this Pam- 
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 suvh report 
shall clearly identify the sale with re- 
rpecc to which the reported informa- 
tion pertains. 

(f)(l) If upon 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 to 
the Office of Munitions Control a 
signed statement at testing to: 

0 130.22 Information to he- furnished to 
applicant. rupplicr or vendor by rccipi- 
cnt of Ice or commbsion. 

(a) Every applicant or supplier. and 
each vendor thereof: 

(1) In order to determine whether it 
is obliged under $0 130.11 or 130.21 to 
furnish information specified in 
0 130.12, with respect to a sale; and 

(2) Prior to furnishing such informa- 
tion shall obtain from each Demon. if 
any. to whom it haa 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 r)r agreed to be paid, 
by it or on its behalf, or at ita 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 
$$130.11, 130.12 and 130.21. 

(b) In obtaining information under 
paragraph (a) of this section, the ap- 
plicant. supplier 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, t& 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 

(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: 

(ii) 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 
wlth this section shall not relieve any 
applicant or supplier otherwise re- 
quired by 0 130.11 to submit a report 
to the Office of MUnitiOIIS COntrOl. 
Department of State, from-submitting 
such a report. 

comply fully with 98 130.11, 130.12. 
130.13 and 130.21. 

tc) The ap&-ant, supplier or 
vendor, as the c8se 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 
00 130.11. 130.13 or 130.21 to furnish 
information specified in 0 130.12. 

8 130.23 Rccordkeeping. 
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 re&ts are based for a 
Period of not less than six Years fol- .-- 
iowing the date of the report to which 
they pertain. 
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0 130.31 Ckbnfidcnthl burincrr infwm8- 
tion. 

(al Any applicant, supplier or vendor 
who is reouired to furnish information 
under th& 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 ruthor- 
bed by law or regulation any informe- 
tion so identified by a vendor or other 
person. 

tb) For purposes of this section, 
‘confidential business information” 
mean5 commtr;ul or financial infor- 
mation which by law ls entitled to pro- 
tection from disclosure. (See e.g., 5 
U.S.C. SfMb) (3) and (4); 18 U.S.C. 
1005; 22 U.S.C. 2778(e); Rule 26tc)(7). 
Federal Rules of Civil Procedure). 

0 130.32 Other reporting rquiremenb. 

The submission of reports under this 
part does not relieve any person of any 
requirements to furnish information 
to any federal. state or municiual 
agency, department or other instru- 

mentality as required by law, regula- 
tion or contract. 
4130.33 Utilization of and wceas to r+ 

porta 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 Govem- 
ment agencies. ln accordance with sec- 
tion 30(d) of the Arms Export Control 
Act (22 U.S.C. 2770(d)). and reports 
based upon such information shall be 
submitted to Congress in accordance 
with sections 36(a)(8) and 36(b)(l) of 
that Act (22 US.C. 2776(a)(8) and 
(b)(l)). 

(b)(l) All reports and records identi- 
fied by an applicant, supplier or 
vendor as confidential business infor- 
mation under 8 130.31 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 govem- 
ment. 
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UNITED STATES OF AMERlCA DEPARTMENT OF STATE 
DEPARTMENT USE ONLY 

APPLICATION FOR REGWIRATLON 
PM/MC DATE REC’D. ESC/C DATE RECD. 

1. Appliunt’r Mm,. addraa t Cd. no. 

---. 
9. Namer & addreuer of applicant’s ruhollv. and partiallv-cwnad U.S. subsidiaries 

__ ______ - .- .-..--___ __. _________.- 
11. Name. address & tel. no. of applicant’s Washmgton, DC rsprerntatwe 

I 

----- 
12. Name. address & tel. no. of @plicant’s parent company 

--.- -___-..-..-.--.--.~...i ..-.. _____ 
13. Doer applicant rubmit aqaarsts Federal income tar farm17 0 vas 0 no -__ - --____-- 
14. Applicant’s rtatamant’ Under psnalN accordmg to Federal law, I, 

warrant tha truth of all rtatemants made herein. 

lsla 22 CFR 1271 
(d#“d”W, 

_.__ --._- ~-.- . -.--- ~- ~- ___ -. 
IMe, fdotol I 

FORM DSP-9 
3-76 ,DLSTROY PRLVIOUS ~IIITIONS, l-APPLICATION 

I 

FORM APPROVED 
OMB NO. 47.ROO20 
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(DEPARTVENT OF STATE USE ONLY) 

SEAL 

UNITED STATES OF AMERICA DEPARTMENT OF STATE 
APPl.ICAllON/L~CLNSE FOR PERMANENT EXPORT OF UNCLASSIFIED 

IMPLEMENTS OF WAR AND RELATED UNCLASSIFIED TECHNICAL DATA 



APPENDIX VI APPENDIX VI 

QUANTITY COMMOOlTY SHIPMENT VALUE DATE SE 0 NO. 
OFFICER PORT OF EXIT 
lNlTlAL8 NAME OR NO. 

I 
TOTAt AUTHORIZED: 

- .__ .__. .~. --... _- . ..- - -~- - ..-.. -- .--- 

-r----- ’ 

-t-------- 

-_---- 

i- 

-j-- 
- 

_ 

t 

__-____- 1 .-- -~ A-- 

I 

REMAINING BALANCE 

+ : - 

-...--- - 

f 

! 

REMAINING BALANCE: 

REMAINING BALANCE: 
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,, “, ~, . . 

,;, ;a. (’ 
‘, 
‘, 

,, !. .. 
,( ~’ .;,.x’_ :’ 
‘,. 1. 
,, 1. .,,. I,:,., 
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INSTRUCTIONS FOR THE USE OF THE YELLOW SHIPPER’S EXPORT DECLARATION 
(Commerce Form 7525-V) 

(Follow Carefully to Avoid D&y at Shipping Poinr) 

(465360) 
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