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SUBPART 225.73--ACQUISITIONS FOR FOREIGN MILITARY SALES

* * * * *

225.7301  General.

	(a)  The U.S. Government sells defense articles and services to foreign governments or international organizations through FMS agreements.  The agreement is documented in a Letter of Offer and Acceptance (LOA) (see DoD 5105.38-M,[the Defense Security Cooperation Agency (DSCA)] Security Assistance Management Manual [(DSCA 5105.38-M)]).

* * * * *

[bookmark: _GoBack]225.7303  Pricing acquisitions for FMS.

* * * * * 

225.7303-2  Cost of doing business with a foreign government or an international organization.

	(a)  * * *

* * * * *

		(3)  Offset[s] costs[.  For additional information see PGI 225.7303-2(a)(3), and](also see 225.7306).

			(i)  A U.S. defense contractor may recover all costs incurred for offset agreements with a foreign government or international organization if the LOA is financed wholly with customer cash or repayable foreign military finance credits.

			(ii)  The U.S. Government assumes no obligation to satisfy or administer the offset requirement or to bear any of the associated costs.

			[(iii)  All offset costs that involve benefits provided by the U.S. defense contractor to the FMS customer that are unrelated to the item being purchased under the LOA (indirect offset costs) are deemed reasonable for purposes of FAR part 31 with no further analysis necessary on the part of the contracting officer, provided that the U.S. defense contractor submits to the contracting officer a signed offset agreement or other documentation showing that the FMS customer has made the provision of an indirect offset of a certain dollar value a condition of the FMS acquisition.  FMS customers are placed on notice through the LOA that indirect offset costs are deemed reasonable without any further analysis by the contracting officer.]


* * * * *
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