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MEMORANDUM OF UNDERSTANDING' BETWEEN THE GOVERN-
MENT OF THE UNITED STATES AND THE GOVERNMENT OF
THE UNITED KINGDOM OF GREAT BRITAIN AND NORTHERN
IRELAND RELATING TO THE PRINCIPLES GOVERNING CO-
OPERATION IN R&D, PRODUCTION, AND PROCUREMENT OF
DEFENSE EQUIPMENT

The Government of the United States (USG) and the Government of the United
Kingdom of Great Britain and Northern Ireland (HMG), hereinafter referred to as
the Governments, are developing high technology weapons systems and other ad-
vanced items of defense equipment and are seeking to achieve greater cooperation in
research, development, production and procurement in these areas in order to make
the most rational use of their respective industrial, economic and technological
resources, to achieve the greatest attainable military capability at the lowest possible
cost, and to achieve greater standardization and interoperability of their weapons
systems.

The Governments already have an Arrangement dated May 1963 for Joint Mili-
tary Development, and the USG has certain offset arrangements with HMG against
purchases by HMG of major weapons systems and items of defense equipment.

In order to further the above aims, the Governments have decided to enter into
an understanding and this Memorandum sets out the guiding principles governing
mutual cooperation in defense equipment production and purchasing and associated
offset arrangements. This Memorandum is intended to fit into the broader context of
NATO Rationalization/Standardization and to be compatible with any NATO
arrangement that might subsequently be negotiated.

Section A. PRINCIPLES GOVERNING RECIPROCAL DEFENSE PURCHASING

1. Each Government has established its policies for strengthening the
mechanisms essentidl to increasing cooperation in research, development, and pro-
duction and procurement of military systems. In keeping with these policies, and in
the interests of enhancing their mutual security and to assist the Governments in dis-
charging better their mutual defense obligations, it is understood that the Govern-
ments will cooperate in all respects practicable, to the end that defense equipment
production and procurement efforts of the two countries be administered so as to
assure the maintenance of a long term and equitable balance in reciprocal purchasing
of defense equipment. This balance will be at levels to be mutually determined.

2. The following principles to facilitate these objectives have been decided
upon by the Governments:

a. Both Governments will provide appropriate policy guidance and administrative
procedures within their respective Defense procurement organizations to achieve
and maintain the agreed-upon balance of reciprocal Defense purchases.

b. The Governments will identify and nominate for consideration by each other
items of defense equipment believed suitable to satisfy their respective require-
ments. The Governments will decide between them, to which items of defense
equipment purchases this Memorandum of Understanding (MOU) will apply

1 Came into force on 24 September 1975 by signature, in accordance with section F.
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and whether the items may be procured on a Government-to-Government or
Government-to-Industry basis.

¢. The detailed implementing procedures to be arranged will incorporate the fol-
lowing:
(i) Offers will be evaluated without applying price differentials under Buy-
National laws and regulations consistent with national laws and regulations.
(ii) Offers will be evaluated without the cost of import duties, and provision will
be made for duty free entry certificates and related documentation.

(iii) Full consideration will be given to all qualified sources in each other’s coun-
try in accordance with the policies and criteria of the purchasing office.

(iv) Offers will be required to satisfy requirements for performance, quality,
delivery, and cost.

d. To facilitate production programs set up in implementation of this MOU, the
Governments understand that subject to their established policies, procedures,
regulations and subject to privately owned proprietary rights, each Government
will, so far as it is able, without incurring obligations to others, arrange for
release to the other and to its agents of information and technology necessary for
the purposes of such facilitation.

e. The Governments, through their appropriate representative, will consult concern-
ing any problems which may inhibit the efficient operation of this arrangement.
Such consultations will be conducted on the basis of Section B of this MOU.

Section B. IMPLEMENTATION MACHINERY

1. Both Governments understand that detailed implementing procedures need
to be considered and decided upon in order to carry out the provisions of this MOU.
Representatives of the Governments will be appointed to develop a coordinated pro-
gram of such implementing procedures, and to discuss procurement and production
needs of the Governments. These representatives will meet as required.

2. The Director, Defense Security Assistance Agency, under the policy guid-
ance of the Assistant Secretary of Defense (International Security Affairs), and in
coordination with the Director, Defense Research and Engineering, the Assistant
Secretary of Defense (Installations and Logistics) and other DOD offices will be the
focal point in the US Government for the development of an overall coordinated
program of implementing procedures under this MOU. The Director, Defense
Research and Engineering will be responsible for matters under this MOU touching
upon research, development test and evaluation as they relate to bilateral arrange-
ments for joint military development. The Assistant Secretary of Defense (Installa-
tions and Logistics) will be responsible for managing procurement and production
matters under this MOU on a continuing basis, in coordination with OASD(ISA),
DSAA and other appropriate DOD offices.

3. The Head of Defence Sales, MOD, under the policy guidance of the Minister
of State for Defence, and in consultation, as appropriate with the Chairman and
members of the MOD Defence Equipment Policy Committee, will be responsible on
the UK side for the development of an overall coordinated program of implementing
procedures under this Memorandum of Understanding.
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Section C. INDUSTRIAL PARTICIPATION

1. Each Government will be responsible for bringing to the attention of the
defense industries within its country the basic understanding of this MOU, together
with appropriate guidance on its implementation.

2. Implementation of this MOU will involve full industrial participation.
Accordingly, the Governments will arrange that their respective procurement and
requirements offices will be made familiar with the principles and objectives of this
MOU. Notwithstanding the governmental procedures to facilitate implementation, it
will be the basic responsibility of industry in each country to isolate, identify, and ad-
vise its Government of capabilities and to carry out the supporting actions to bring
industrial participation to consummation.

Section D, TERMINATION

1. This MOU will be terminated on 1 January 1985 unless the Governments
mutually decide otherwise.

2. If, however, either Government considers it necessary for compelling
national reasons to discontinue its participation under this MOU before 1 January
1985, any proposal for termination will be the subject of immediate consultations
with the other Government to enable the Governments fully to evaluate the conse-
quences of such termination.

Section E. FURTHER COOPERATION

Annexes subsequently negotiated by the responsible offices and endorsed by ap-
propriate Governmental authorities will form an integral part of this Memorandum
of Understanding.

Section F. EFFECTIVE DATE

This Memorandum of Understanding will come into operation upon signature
by the Governments.

SIGNED in duplicate at London this 24th day of September 1975.

JAMES R. SCHLESINGER Roy MasonN
For the Government For the Government of the
of the United States United Kingdom of Great Britain

and Northern Ireland

ANNEX I

IMPLEMENTING PROCEDURES FOR THE MEMORANDUM OF UNDERSTANDING BETWEEN THE Gov-
ERNMENT OF THE UNITED STATES AND THE GOVERNMENT OF GREAT BRITAIN AND NORTHERN
IRELAND RELATING TO THE PRINCIPLES GOVERNING COOPERATION IN R&D, ProbUCTION
AND PROCUREMENT OF DEFENSE EQUIPMENT OF 24 SEPTEMBER 1975

I. INTRODUCTION
On 24 September 1975 the Governments of the United States (US) and the United
Kingdom (UK) signed a Memorandum of Understanding (MOU) relating to “The Principles
Governing Cooperation in R&D, Production and Procurement of Defense Equipment”. The

purpose of this document is to set forth the agreed implementing procedures for carrying out
the MOU.
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II. MAJOR PRINCIPLES

A. Both the US and the UK will consider for their defense requirements qualified
defense items (and associated services included in a procurement contract) developed and pro-
duced in the other country. It will be the responsibility of government and/or industry
representatives in each country to obtain information concerning the other country’s proposed
developments and purchases and to respond to requests for proposals in accordance with the pre-
scribed procurement procedures and regulations. However, the responsible governmental pur-
chasing agencies in each country will assist sources in the other country to obtain information
concerning proposed purchases, necessary qualifications and appropriate documentation. The
responsible governmental purchasing agencies in each country will seek to inform themselves
of the defense items which might be available from the other country to meet specific require-
ments.

B. Offers will be evaluated without applying price differentials under Buy-National laws
and regulations.

C. Offers will be evaluated without consideration of the cost of import duties, and provi-
sion will be made for duty free entry certificates and related documentation.

D. Full consideration will be given to all qualified industrial and/or Government sources
in both the US and UK consistent with the policies and criteria of the respective purchasing
agencies.

E. Offers will be required to satisfy requirements for performance, quality, delivery,
continued logistic support, and cost. In preparing Invitations for Bids and Requests for Propo-
sals, and in evaluating Offers, where applicable and consistent with national laws and regula-
tions, full consideration will be given to potential NATO savings and/or increased NATO
combat capability expected to result from the procurement of items that are standardized or
interoperable with those of the Allies.

III. AcTtiON
In implementing the MOU, both countries will review and, where considered necessary,
revise defense policies, procedures and regulations to ensure that the principles and objectives
of this MOU, which are intended to be compatible with the broad aims of NATO Rationaliza-
tion/Standardization, are taken into account. In addition both countries will:

A. Ensure that their respective requirement offices are familiar with the principles and objec-
tives of this MOU.

B. Ensure that their respective research and development offices are familiar with the princi-
ples and objectives of this MOU, which are complemented by the Arrangements for Joint
Military Development by the US and the UK of 1963.

C. Ensure that their respective procurement offices are familiar with the principles and objec-
tives of this MOU.

D. Ensure wide dissemination of the basic understanding of this MOU to the respective
defense industries.

E. Assist industries in their respective countries to identify and advise the other government
of their capabilities and assist industries in carrying out the supporting actions to maxi-
mize industrial participation.

F. Review defense items submitted as candidates for respective requirements. Indicate
requirements and proposed purchases in a timely fashion to ensure adequate time for their
respective industries to qualify for eligibility.

G. Make best efforts to assist in negotiating licenses, royalties and technical information
exchanges with their respective industries.

H. Ensure that those items excluded from consideration under this MOU for reasons of pro-
tecting National requirements (for the maintenance of a defense mobilization base) are
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limited to a small percentage of total annual defense procurement spending. It is intended
that such defense items, as well as those items which would not be qualified as a defense
item under this MOU because of legally imposed restrictions on procurement from non-
national sources, should be identified as soon as possible in lists drawn up by MOD and
OSD for their respective countries, and that the position should be kept under review at
this level.

I.  Ensure that the balance of reciprocal purchasing within the areas of this MOU takes into
consideration the levels of technology involved, as well as the contractual value.

IV. CouUNTING PROCEDURES

The US and UK Governments will decide between them to which items of defense equip-
ment this MOU will apply but in principle all defense items (and associated services included in
a procurement contract) purchased by either country will be counted against the goals of this
MOU as long as they meet the following criteria:
Direct purchases by either Government from the other, including its Agencies;
Direct purchases by either Government from the industry of the other country;
Purchases by Industry from the Goverment or Industry of the other country in aid of
Government defense contracts;
Purchases by a third country government from either US or UK Government or industrial
sources as a direct result of effort of the other (non-supplying) country;
Purchases resulting from common funded projects to which the US and/or UK are con-
tributors, to be credited in proportion to each country’s financial contribution to the proj-
ect, and to work carried out in each country. The applicability of such purchases to this
MOU will be agreed between MOD/OSD in each case;
F. License fees, royalties and other associated income resulting from orders placed by Indus-

try and/or Government with a licensed company in the other country.

m U owp

V. ADMINISTRATION

A. Each country will designate points of contact at the Ministry of Defense level and in
each purchasing service/agency.

B. Country representatives will meet at agreed intervals to review progress in implement-
ing the MOU. They will discuss development, production and procurement needs of each
country and the likely areas of cooperation; agree to the basis of, and keep under review, the
financial statement referred to below; and consider any other matters relevant to the MOU.

C. An annual US/UK Statement of the current balance, and long term trends, of pur-
chases between the two countries will be prepared on a basis to be mutually agreed. Such state-
ment will take account of any US-UK Offset agreements in force when the MOU was signed,
and will be reviewed during the meetings referred to in B above.

HowarD M. FisH R. ANDERSON
For the Government For the Government
of the United States of the United Kingdom of Great Britain
and Northern Ireland
Date: 2 April 1976 Date: 2nd April 1976
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